Nurturing Future Leaders

In 2009, Maybank adopted two schools from Penang namely
Sekolah Menengah Kebangsaan Sungai Ara and Sekolah
Kebangsaan Sungai Duri as part of the PINTAR (Promoting
Intelligence, Nurturing Talent and Advocating Responsibility)
Foundation programme. Our sponsorship goes beyond financial
aid, and Maybank volunteers regularly visit the schools to offer
the students guidance and encouragement.

This relationship has resulted in measurable and consistent
improvements in the students’ academic performance. Maybank
will continue to play a part in nurturing and mentoring students,
as they are our nation’s future leaders.

Cahaya Kasih

Our employee volunteerism programme, Cahaya Kasih,
encourages Maybankers to deliver what they perceive to be the
most beneficial service to the local community of their choosing.
This often involves Maybankers collaborating with various
non-governmental organisations (NGOs), adding their energy
and dedication to the NGOs' resources and expertise. Thus far,
about 1,500 Maybank volunteers have invested 67,000 hours of
their own time in projects about which they feel most
passionate.

Examples of the Cahaya Kasih initiatives include a coaching
programme for children of Rumah Kanak-Kanak Tengku Budriah
(RKKTB) in Cheras, visits to the Malaysian Association for the
Blind (MAB), contributions of refurbished computer hardware
and introductory lessons to single mothers at Rumah Nur, and
numerous fund-raising campaigns to aid victims of natural
disasters in Malaysia and abroad.

Global CR Day 2011

On 20 November 2010, over 10,000 Maybankers from around
the world engaged in our inaugural Global CR Day,
simultaneously offering their time and energy to the
communities in which they work. The response in 2011 was even
more enthusiastic, with over 15,000 employees volunteering for
150 different projects.

In Malaysia, teams cooperated on projects to clean beaches,
refurbish animal enclosures at Zoo Negara, organise blood
donation drives, promote recycling, and visit refugee centres and
various homes for the underprivileged. In symbolic support,
Maybank President & Chief Executive Officer (PCEO), Dato’ Sri
Abdul Wahid Omar, planted trees at Taman Eko-Rimba KL, Bukit
Nanas and assisted in the programme at Zoo Negara.

Maybank London employees celebrated Global CR day by
presenting a talk on ethical banking practices at the Malaysian
Students Department. In the Philippines, volunteers conducted a

flu vaccination drive for elementary school students. Staff in
Vietnam contributed to the construction of a house for
handicapped and homeless students at a vocational school.
Maybank Cambodia focused on financial aid for a community
development programme to build houses. And in Singapore, the
team launched Project ICE (I Care for Earth), a massive collection
of recyclable materials.
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ENVIRONMENT

Biodiversity - Malaysian
Conservation Alliance for Tigers
(MYCAT)

2011 marks our second year of
collaboration with the Malaysian
Conservation Alliance for Tigers (MYCAT).
Our RM1 million contribution over a
two-year period funds research to
conserve Malaysia’s wild tigers. It has also
financed the construction of a flyover and
two eco-bridges at critical wildlife
crossings in the Sungai Yu Tiger Corridor,
located in Taman Negara in Pahang. These

‘green’ structures will help mitigate the
negative impacts of human development
on ecological processes, including wildlife
movements. During the Sungai Yu
Corridor project, researchers also
documented the presence of rare species
including the Malay weasel, the clouded
leopard and the crab-eating mongoose.

Maybank’s contribution also funded a
series of outreach and public awareness
programmes within the project period.
These efforts have reached some 14,890
Malaysians to date, sharing the latest
research on wildlife preservation.

Our conservation projects have produced
other positive results as well. The number
of volunteers has increased over the
years. Meanwhile, as a result of the 146
reports received by our Wildlife Crime
Hotline since 2007, 87 crime-prevention
actions have been taken. Enforcement
officials have found and destroyed over
100 illegal snares, and Parliament passed
the Wildlife Conservation Act 2070 to
prosecute illegal possession and trading
of protected species, including tigers. For
a more detailed summary of our efforts
to date, please refer to our Sustainability
Report 2011.




WORKPLACE

For information about Maybank’s CR
policies and initiatives for the workplace,
see page 84.

MARKETPLACE

Anti-Money Laundering and
Counter Financing of Terrorism
(AML/CFT) Policy

Maybank takes very seriously its
obligation to protect financial channels
and products from abuse by money-
laundering and terrorist organisations. In
line with the Anti-Money Laundering and
Anti-Terrorism Financing Act 2001
(AMLATFA 2001), our policies prohibit
any handling of cash or property derived
from illegal activities, and we oppose
soliciting, collecting or provisioning of
funds with the intention to support
terrorist acts or organisations.

Integrity Hotline

In September 2011, the Group rebranded
its Fraud Reporting Hotline as the
Integrity Hotline to reflect a broader
scope. The hotline provides a secure and
confidential avenue for all employees to
report actual or suspected misconduct
including unethical and illegal acts such
as dishonesty, malpractice or corruption.

Malaysia Competition Act

The Malaysian Competition Act 2010
came into effect on 1 January 2012,
enacting two key prohibitions on

anti-competitive agreements and the
abuse of dominant position. The Act
applies to the entire Group’s commercial
activity within Malaysia and abroad,
should the activity have an effect on
market competition in Malaysia.
Commitment to fair market practices
comes from the very top of our
organisation, as the Maybank President &
CEO personally chairs our Group
Antitrust Steering Committee.

Clean Energy Fund

On 15 November 2011, Mayban Ventures
launched a RM1.568 billion, ten-year
private equity fund, built on a diversified
portfolio of clean energy projects in the
Asia-Pacific region. This is the first such
fund to be issued in Southeast Asia.
Portfolio managers will focus on clean
and renewable energy projects,
particularly those involving wind, solar,
geothermal, small hydro, biomass, and
other bio fuels.

Green Technology Financing Scheme
The Malaysian Government introduced
the RM1.5 billion Green Technology
Financing Scheme (GTFS) in 2010 to
promote investments in green technology,
particularly in the energy, water and
waste management industries. Maybank
supports this national initiative to
incorporate environmentally-friendly
technology into business operations

and provides financing for capital
expenditures which reduce waste

and pollution.

FACILITIES FOR THE DISABLED

In Malaysia, Maybank now has sixteen
disabled-friendly branches to meet the
special needs of wheelchair-bound
customers. These branches offer
convenient access to the bank and all its
service counters, ATM and deposit
machines. Maybank personnel are also on
hand to render special assistance. All of
our 52 branches in the Philippines have
wheelchair access.

E-PROCUREMENT

Conscious of the need to conserve natural
resources, we are always seeking ways to
reduce our carbon footprint, energy
consumption and paper usage. Our
e-Procurement on-line system allows
Maybank to conduct business with its
suppliers with greater efficiency, lower
cost and less paper. Quotes, purchase
orders, invoices and many other
documents are now electronic.

For the second consecutive year, we are
producing a standalone Sustainability
Report on our Corporate Responsibility

initiatives and programmes. Focusing on the

four pillars of Community, Environment,
Workplace and Marketplace, we will
continue to report on an annual basis to
keep our stakeholders abreast of our
Corporate Responsibility efforts.
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During the 6-Month Financial Period (FP) ended

31 December 2011, the Investor Relations (IR) team
maintained a proactive approach and continued to
engage with the investment community. Our
stakeholders were updated on a regular basis in
regards to our financial performance, business
strategies and outlook, and risk mitigation measures
in line with the changing financial landscape during
the financial period across a range of channels.
Among these included quarterly analyst briefings,
an international roadshow, in-house meetings and
Annual General Meeting. and our corporate

website, www.maybank.com.my.

A host of activities that we organised and/or participated in the FP11 were as below:

Results Announcement

Fourth Quarter FY11 (Analysts Briefing) 22 August 2011
First Quarter FP11 (Teleconferences) 14 November 2011
Six-Month Financial Period Result Announcement 23 February 2012

Annual General Meeting (AGM)

AGM for FY20T1 29 September 2011
Conference & Roadshow

The 18th CLSA Investors’ Forum 2011 in Hong Kong 19-23 September 2011
Investor Meetings FP11

Number of companies met (in-house meetings and roadshows) 91

Number of analysts/fund managers met (in-house meetings and roadshows) 115

Moving forward, we will seek to strengthen our platform for engaging with the investment community.
This will include greater opportunities for our stakeholders to learn more about our business pillars
through our in-house investor day programmes, and greater use of technology to reach out to a

larger community.



UPDATES TO SHAREHOLDERS

Key points worth highlighted for FP11 included:

Profit attributable to equity holders of the bank rose by
strong double-digit growth of 20.0% for FP11 compared to
the previous corresponding period.

A 79.9% dividend payout ratio for the final dividend of FP11,
exceeding our payout ratio policy of 40%-60%.

The Dividend Reinvestment Plan (DRP) continued to be well
received by our shareholders with a take up rate ranging from
86.1% to 91.1%.

A final gross dividend of 36 sen per share for the 6-month
financial period ended 31 December 2011.

New appointments with Dato’ Khairussaleh Ramli named CEO
designate of Bank Internasional Indonesia and Michael Foong
appointed as Chief Strategy & Transformation Officer for the
Group.

Change of Financial Year End from 30 June to 31 December

Launched branding exercises with the refreshed Maybank
Group corporate identity, and new corporate identity for Kim
Eng to Maybank Kim Eng.

Medium Term Funding

® 28 December 2011, issuance of RM1.0 billion of
Subordinated Notes under its RM3.0 billion Subordinated
Note Programme in two tranches: RM750 million,
10 non-callable 5 basis priced at 3.97% and RM250
million, 12 non-callable 7 basis priced at 4.12%.

® 10 Feb 2012, issuance of USD400 million Regulation
S senior unsecured notes under its USD2.0 billion
Multicurrency Medium Term Note Programme, priced
at 3.0% and was 5 times oversubscribed.

ANALYST COVERAGE

Maybank was covered by 27 local and foreign research houses.

No. Research House

1 Affin Securities

2 Alliance Research

3 AmResearch Sdn Bhd

4 BNP Paribas

5 BOA Merrill Lynch

6 CIMB

7 Citigroup

8 CLSA Asia Pacific

9 Credit Suisse

10 Deutsche Bank

n ECM Libra Avenue

12 Goldman Sachs

13 Hong Leong Investment Bank
14 HSBC

15 HwangDBS Vickers

16 JP Morgan

17 KAF Seagroatt & Campbell
18 Kenanga Investment Bank
19 Macquarie

20 MIDF Research

21 Nomura Securities

22 OSK Research

23 RHB Research Institute
24 Standard and Poor’s

25 TA Securities

26 UBS Securities

27 UOB Kay Hian

ANALYST RECOMMENDATIONS

The breakdown in analyst recommendations for Maybank as of

December 2011 was 14 Buy, 9 Hold and 4 Sell. Average target
price was at RM8.96.
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Genuine

Maybank is honest, sincere and up front -
what you see is what you get.



Malayan Banking Berhad
Maybank Six Months Report - December 2011

1 Tan Sri Dato’ Megat Zaharuddin 4 Tan Sri Datuk Dr. Hadenan A. Jalil 7 Dato’ Dr. Tan Tat Wai
Megat Mohd Nor
5  Dato’ Seri Ismail Shahudin 8  Cheah Teik Seng
2 Dato’ Mohd Salleh Haji Harun
6  Zainal Abidin Jamal 9  Alister Maitland

3 Dato’ Sri Abdul Wahid Omar
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10 Dato’ Sreesanthan Eliathamby 13 Mohd Nazlan Mohd Ghazali
(General Counsel & Company
11 Datuk Mohaiyani Shamsudin Secretary)

12 Dato’ Johan Ariffin
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TAN SRI DATO ' MEGAT ZAHARUDDIN MEGAT MOHD NOR

Tan Sri Dato’ Megat Zaharuddin Megat Mohd Nor was appointed
as a Director and Chairman of Maybank on 1 October 2009. He
was an Independent Non-Executive Director of Maybank from
July 2004 to February 2009.

He built an outstanding career in the oil and gas industry for 31
years with the Royal Dutch Shell Group of Companies and was a
Regional Business Chief Executive Officer and Managing Director,
Shell Exploration and Production B.V. prior to his retirement in
early 2004. He was also the Chairman of Maxis Communications
Berhad from January 2004 to November 2007, Etiqa Insurance &
Takaful from January 2006 until February 2009, Malaysian Rubber
Board from February 2009 to May 2010, Director of Capital
Market Development Fund from January 2004 to January 2010
and Director of Woodside Petroleum Ltd, a company listed on
the Australian Securities Exchange, from December 2007 to
April 2011.

His current directorships in companies within the Maybank
Group include being Chairman of Maybank Investment Bank
Berhad and President Commissioner of PT Bank Internasional
Indonesia Tbk. He is also a Director of the ICLIF Leadership and
Governance Centre, Malaysia.

He attended all 10 Board Meetings held in the 6-month financial
period ended 31 December 2011.

Tan Sri Dato’ Megat Zaharuddin has no family relationship with
any director and is a nominee of Permodalan Nasional Berhad, a
major shareholder of Maybank. He has no conflict of interest
with Maybank and has never been charged for any offence.



DATO ' MOHD SALLEH H) HARUN

. (67 years of age - Malaysian)
. Member of the Malaysian Institute of Certified Public
Accountants; Fellow of the Institute of Bankers Malaysia

Independent Non-Executive Director (Vice Chairman)

Dato’ Salleh was appointed as a Director and Vice Chairman
of Maybank on 18 November 2009. He serves as Chairman of
the Nomination and Remuneration and Employee Share
Scheme Committees of the Board. Prior to that he was
Chairman of the Credit Review Committee of the Board.

He started his career as a Senior Accountant with the
Treasury between 1971 and 1974 prior to joining the Maybank
Group in 1974 as Investment Manager in Aseambankers
Malaysia Berhad (now known as Maybank Investment Bank
Berhad), before moving to Bank Rakyat for a short stint in
1978. Thereafter, Dato’ Salleh returned to the Maybank Group
where he served in various senior capacities culminating as
Executive Director of Maybank from 1994 to 2000. He was
then appointed as a Deputy Governor of Bank Negara
Malaysia, a post he held up to 2004. Since then, he had held
directorships in the RHB Group including as Chairman of
RHB Insurance Berhad until November 20009.

His current directorships in companies within the Maybank
Group include being Chairman of Maybank Ageas Holdings
Berhad, Etiga Insurance Berhad, Etiqa Takaful Berhad,
Maybank Investment Management Sdn Bhd and Maybank
Philippines Inc. He is also a Director of Scicom (MSC) Berhad
and Asia Capital Reinsurance Malaysia Sdn Bhd.

He attended 9 out of the 10 Board Meetings held in the
6-month financial period ended 31 December 20T11.

Dato’ Salleh has no family relationship with any director and/
or major shareholder of Maybank. He has no conflict of
interest with Maybank and has never been charged for any
offence.
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DATO ’' SRI ABDUL WAHID OMAR Others

. (48 years of age - Malaysian)
. Fellow of the Association of Chartered Certified Accountants (UK); A?M .
Member of the Malaysian Institute of Accountants Information

Non-Independent Executive Director

Dato’ Sri Abdul Wahid Omar was appointed as the President & CEO
and Executive Director of Maybank on 1 May 2008. He serves as
Chairman of the Group Executive Committee and as a member of the
Credit Review Committee of the Board.

Prior to joining Maybank, he was the Group CEO of Telekom
Malaysia Berhad (prior to its demerger with Axiata Group Berhad)
from July 2004 to April 2008. He was also formerly the Managing
Director/Chief Executive Officer of the UEM Group Berhad and UEM
World Berhad as well as the Executive Vice Chairman of PLUS
Expressways Berhad. This was preceded by serving at Telekom
Malaysia Berhad as the Chief Financial Officer in 2001. He was
previously a Director of Group Corporate Services cum Divisional
Director, Capital Market & Securities of Amanah Capital Partners
Berhad, Chairman of Amanah Short Deposits Berhad as well as a
Director of Amanah Merchant Bank Berhad and several other
financial services companies.

His current directorships in companies within the Maybank Group
include as Director of Maybank Ageas Holdings Berhad, Maybank
Investment Bank Berhad and PT Bank Internasional Indonesia Tbk.
His directorships in other companies include as Chairman of
Malaysia Electronic Payment System Sdn Bhd and as Director of
Cagamas Holdings Berhad and ASEAN Finance Corporation Limited.

Dato’ Sri Abdul Wahid Omar is also currently the Chairman of the
Association of Banks in Malaysia, Vice Chairman of the Institute of
Banks Malaysia, and a member of Investment Panel of Lembaga
Tabung Haji and Kumpulan Wang Persaraan (KWAP).

He attended all 10 Board Meetings held during the 6-month financial
period ended 31 December 2011.

Dato’ Sri Abdul Wahid Omar has no family relationship with any
director and/or major shareholder of Maybank. He has no conflict of
interest with Maybank and has never been charged for any offence.
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TAN SRI DATUK DR HADENAN A. JALIL

. (66 years of age - Malaysian)

. PhD, Henley Management College, UK;
Master of Business Management, Asian Institute of Management,
Philippines; Bachelor of Economics, University of Malaya

Independent Non-Executive Director

Tan Sri Datuk Dr Hadenan A. Jalil was appointed as a Director of
Maybank on 15 July 2009. He serves as Chairman of the Audit
Committee and as a member of the Nomination and
Remuneration, and Employee Share Scheme Committees of the
Board. Tan Sri Datuk Dr Hadenan A. Jalil was the Auditor General
from 2000 to 2006. He served the Government for 36 years in
various capacities in the Treasury, the Ministry of International
Trade and Industry and the Ministry of Works prior to his
appointment as Auditor General.

His current directorship in companies within the Maybank Group
includes as Director of Maybank Islamic Berhad. He is also
Chairman of ICB Islamic Bank Ltd (Bangladesh), Protasco Berhad
and its subsidiary, and PNB Commercial Sdn Bhd and its
subsidiaries. In addition, he sits on the boards of THP-Sinar Sdn
Bhd, Unilever (Malaysia) Holdings Sdn Bhd and University Tun
Abdul Razak Sdn Bhd as well as being a member of the Audit
Committee, Johor Corporation.

He attended 9 out of the 10 Board Meetings held in the 6-month
financial period ended 31 December 2011.

Tan Sri Datuk Dr Hadenan A. Jalil has no family relationship with
any director and/or major shareholder of Maybank. He has no
conflict of interest with Maybank and has never been charged for
any offence.

DATO ’ SERI ISMAIL SHAHUDIN

. (61 years of age - Malaysian)
. Bachelor of Economics, University of Malaya

Independent Non-Executive Director

Dato’ Seri Ismail Shahudin was appointed as a Director of
Maybank on 15 July 2009. He serves as Chairman of the Credit
Review Committee of the Board.

He was Chairman of Bank Muamalat Malaysia Berhad from 2004
until his retirement in July 2008. He has held senior positions in
Citibank, serving both in Malaysia and New York, United Asian
Bank and Maybank where he was appointed Executive Director in
1997. He left Maybank in 2002 to assume the position of Group
Chief Executive Officer of MMC Corporation Berhad prior to his
appointment to the Board of Bank Muamalat Malaysia Berhad.

His current directorships in companies within the Maybank
Group include as Chairman of Maybank Islamic Berhad and as
Director of MCB Bank Limited, Pakistan. He is also a director of
several public listed companies which include Nadayu Properties
Berhad (formerly known as Mutiara Goodyear Development
Berhad), SMPC Corporation Berhad, EP Manufacturing Berhad,
Opus International Consultants Ltd and Aseana Properties
Limited, a company listed on the London Stock Exchange.

He attended all 10 Board Meetings held in the 6-month financial
period ended 31 December 2011.

Dato’ Seri Ismail Shahudin has no family relationship with any
director and/or major shareholder of Maybank. He has no
conflict of interest with Maybank and has never been charged for
any offence.



DATO’ DR TAN TAT WAI

. (64 years of age - Malaysian)

. PhD DMPN
PhD in Economics, Harvard University, USA;
Master of Economics, University of Wisconsin (Madison), USA;
Bachelor of Science in Electrical Engineering & Economics,
Massachusetts Institute of Technology, USA

Independent Non-Executive Director

Dato’ Dr Tan Tat Wai was appointed as a Director of Maybank on 15 July
2009. He serves as Chairman of the Risk Management Committee and as
a member of the Nomination and Remuneration, and Employee Share

Scheme Committees of the Board.

He started his career with Bank Negara Malaysia in 1978, undertaking
research in economic policies. Subsequently, he assumed the role of a
consultant to Bank Negara Malaysia, World Bank and the United Nations
University for several years. He served as the Secretary and a member
on the Council of Malaysian Invisible Trade, set up to formulate policies
to reduce Malaysia’s deficit in service trade. He was a member of the
Government appointed Malaysian Business Council, the Corporate
Malaysia Roundtable, the Penang Industrial Council, the Industrial
Co-ordination Council (ICC) and the National Committee on Business
Competitiveness (NCBC) set up by the Ministry of International Trade
and Industry. He represented Malaysia as a member of the APEC
Business Advisory Council (ABAC) and sat on the Council of Wawasan

Open University.

Within the Maybank Group, he is a Director of Maybank Trustees Berhad.
He is the Group Managing Director of Southern Steel Berhad, a post he
has held since December 1993. He also sits on the Boards of Shangri-La
Hotels (M) Bhd, Titan Chemicals Corp Sdn Bhd, Natsteel Ltd, a plc in
Singapore and Starglow Investments Ltd, and among several other
private limited companies. He is also the President of the not-for-profit

Lam Wah Ee Hospital.

He attended all 10 Board Meetings held in the 6-month financial period

ended 31 December 2011.

Dato’ Dr Tan has no family relationship with any director and/or major
shareholder of Maybank. He has no conflict of interest with Maybank

and has never been charged for any offence.

ZAINAL ABIDIN JAMAL

. (58 years of age - Malaysian)
. LL.B (Honours), University of Singapore

Non-Independent Non-Executive Director

Zainal Abidin Jamal was appointed as a Director of
Maybank on 22 July 2009. He serves as a member of the
Credit Review, Nomination and Remuneration, and
Employee Share Scheme Committees of the Board.

He is a practising corporate and commercial lawyer and
established his firm, Zainal Abidin & Co in 1987, where he is
the Founder and Senior Partner. He was enrolled as an
Advocate & Solicitor of the High Court of Malaya in 1986.
Between 1983 and 1986, he served as the Company
Secretary of Harrisons Malaysian Plantations Berhad. Prior
to that, he had practised in Singapore where he was
enrolled in 1980 as an Advocate and Solicitor of the
Supreme Court of Singapore and had also served as a First
Class Magistrate in Brunei Darussalam.

His current directorships in companies within the Maybank
Group include as Chairman of Maybank Trustees Berhad
and Director of Etiqa Insurance Berhad, Etiga Takaful
Berhad, Maybank Islamic Berhad, Maybank International (L)
Limited, and Mayban International Trust (L) Ltd. He also
serves on the Boards of Lam Soon (M) Berhad, Kesas
Holdings Berhad, PNB Asset Management (Japan) Co Ltd,
PNB International Limited, PNB-SBI ASEAN Gateway
Investment Management Limited.

He attended all 10 Board Meetings held in the 6-month
financial period ended 31 December 2011.

Zainal Abidin Jamal has no family relationship with any
director and is a nominee of Permodalan Nasional Berhad,
a major shareholder of Maybank. He has no conflict of
interest with Maybank and has never been charged for any
offence.

105

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Governance

Financial &
Others

AGM
Information



106

Malayan Banking Berhad
Maybank Six Months Report - December 2011

board of directors profile

-

ALISTER MAITLAND

. (70 years of age - Australian)
. Degree in Commerce from Victoria University, NZ; AMP
Graduate, Harvard Business School, USA

Independent Non-Executive Director

Alister Maitland was appointed as a Director of Maybank on
26 August 2009. He serves as a member of the Nomination
and Remuneration, Risk Management and Employee Share
Scheme Committees of the Board.

In his career spanning 35 years in Australia, New Zealand
and the UK, he has held many key roles within the ANZ
Banking Group Ltd including that of Chief Economist and
Managing Director of ANZ New Zealand. In his last six years
with the ANZ Group, he served on the main board of ANZ
Bank as Executive Director International, directly
responsible for ANZ Group’s operations in 42 countries. His
current directorship within the Maybank Group includes as
Chairman of Maybank (PNG) Ltd.

He attended all 10 Board Meetings held in the 6-month
financial period ended 31 December 2011.

Alister Maitland has no family relationship with any director
and/or major shareholder of Maybank. He has no conflict
of interest with Maybank and has never been charged for
any offence.

CHEAH TEIK SENG

. (57 years of age - Malaysian)

. Bachelor of Science, University of Manchester, UK;
Fellow of the Institute of Chartered Accountants in England
and Wales

Independent Non-Executive Director

Cheah Teik Seng was appointed as a Director of Maybank on
26 August 2009. He serves as a member of the Audit and Risk
Management Committees of the Board.

As a federal government Public Services Department scholarship
holder, he served in the civil service in the early ‘80s. After leaving
government service, he took on various roles in the banking and
financial services industry both locally as well as in London, Hong
Kong and Singapore. He held positions in Public Bank, Chase
Manhattan Bank, Merrill Lynch, Goldman Sachs, UBS and BNP Paribas
holding the position of Managing Director for a tenure of nine years.
He was appointed as CEO-designate of ECM Libra Avenue Group in
2006. He is currently a Director and partner of Aktis Capital
Singapore Pte Ltd. His current directorships in companies within the
Maybank Group include as Chairman of Maybank Ventures Sdn Bhd,
Mayban-JAIC Capital Management Sdn Bhd, Maybank Ventures Capital
Company Sdn Bhd, Maybank Agro Fund Sdn Bhd, Mayban-JAIC
Management Ltd as well as Director of Maybank Investment Bank
Berhad and Chairman of Kim Eng Holdings Ltd.

Cheah Teik Seng sits on the boards of Kumpulan Wang Persaraan
(KWAP) and of various private equity companies in Hong Kong, China
and Malaysia. He is also an Independent Non-Executive Director of
two hedge funds.

He attended all 10 Board Meetings held in the 6-month financial
period ended 31 December 2011.

Cheah Teik Seng has no family relationship with any director and/or
major shareholder of Maybank. He has no conflict of interest with
Maybank and has never been charged for any offence.



DATO ' JOHAN ARIFFIN

. (53 years of age - Malaysian)
. B.A. Economics, Indiana University, USA;
MBA, University of Miami, USA

Independent Non-Executive Director

Dato’ Johan Ariffin was appointed as Director of Maybank on
26 August 2009. He serves as a member of the Audit and Credit
Review Committees of the Board.

He started his career in the real estate division of Citibank.
Thereafter, he held various senior positions in several subsidiaries
of public listed companies while venturing into his own
successful marketing and advertising consultancy and property
development business. He then headed Danaharta’s Property
Division as Senior General Manager before moving on to head
TTDI Development Sdn Bhd up to January 2009.

His current directorships in companies within the Maybank
Group include as Chairman of Maybank International (L) Limited
and Mayban International Trust (L) Ltd as well as Director of
Maybank Ageas Holdings Berhad, Etiqa Insurance Berhad and
Etiga Takaful Berhad. He is currently also Chairman of Mitraland
Properties Sdn Bhd and Director of Sime Darby Property Berhad,
and a National Council member of the Real Estate Housing
Developers’ Association Malaysia (REHDA).

He attended 9 out of the 10 Board Meetings held in the 6-month
financial period ended 31 December 2011.

Dato’ Johan Ariffin has no family relationship with any director
and/or major shareholder of Maybank. He has no conflict of
interest with Maybank and has never been charged for

any offence.

ol 4%
DATO’ SREESANTHAN ELIATHAMBY

. (51 years of age - Malaysian)
. LLB (Hons), University of Malaya; BCL (Postgrad degree in Law),
University of Oxford, UK

Non-Independent Non-Executive Director

Dato’ Sreesanthan Eliathamby was appointed as a Director of
Maybank on 26 August 2009. He serves as a member of the Risk
Management and Audit Committees of the Board.

He is an Advocate & Solicitor and a Partner with the legal firm of
Messrs Kadir, Andri & Partners. He was formerly a Legal Assistant
and later a Partner with the legal firm of Messrs Zain & Co.

Within the Maybank Group, his sits on the boards of Maybank
(PNG) Ltd, Maybank Ventures Sdn Bhd, Mayban-JAIC Capital
Management Sdn Bhd, Maybank Ventures Capital Company Sdn
Bhd, Maybank Agro Fund Sdn Bhd and Mayban-JAIC Management
Ltd as well as a member of the Supervisory Committee of An Binh
Bank in Vietnam, an associate company of Maybank.

He is also a member of the Investment Committee of Amanah
Saham Wawasan 2020 Fund and the Bursa Malaysia Listing
Committee. He currently sits on the boards of Scomi Group
Berhad, Guinness Anchor Berhad and Sime Darby Berhad.

He attended 9 out of the 10 the Board Meetings held in the
6-month financial period ended 31 December 2011.

Dato’ Sreesanthan Eliathamby has no family relationship with any
director and is a nominee of Permodalan Nasional Berhad, a
major shareholder of Maybank. He has no conflict of interest
with Maybank and has never been charged for any offence.
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DATUK MOHAIYANI SHAMSUDIN

. (63 years of age - Malaysian)
. MBA (Finance) Cornell University, Ithaca, New York, USA;
BA (Economics) Knox College, Galesburg, Illinois, USA

Independent Non-Executive Director

Datuk Mohaiyani was appointed as Director of Maybank on
22 August 2011. She serves as a member of the Credit Review
Committee of the Board.

She was with Amanah Chase Merchant Bank Berhad and Seagrott &
Campbell Sdn Bhd before starting her own stockbroking company
Mohaiyani Securities Sdn Bhd in 1985 and assumed the role of Managing
Director. During her active involvement in the stockbroking industry, she
was appointed as Deputy Chairman of Kuala Lumpur Stock Exchange
(now known as Bursa Malaysia Bhd) and Chairman of Association of
Stockbroking Companies Malaysia.

Her currrent directorship in companies within the Maybank Group
includes as Director of Maybank Investment Bank Berhad. She had also
been appointed as a member of several high level national working
groups such as National Economic Action Council (NEAC), National
Economic Consultative Council Il (MAPENII), National Information
Technology Council (NITC) and Ministry of Finance High Level Finance
Committee for Corporate Governance. At present, she serves as a
director of Capital Market Development Fund. She is also a member of
the National Advisory Council for Women, Ministry of Women, Family
and Community Development as well being a member and trustee of
National Heart Institute Foundation and NUR Foundation.

She attended all 8 Board Meetings held in the 6-month financial period
ended 31 December 2011 since her appointment on
22 August 2011

Datuk Mohaiyani has no family relationship with any director and/or
major shareholder of Maybank. She has no conflict of interest with
Maybank and has never been charged for

any offence.

MOHD NAZLAN MOHD GHAZALI

General Counsel & Company Secretary

Mohd Nazlan is the General Counsel & Company Secretary
of Maybank, and is also its Head of Corporate & Legal
Services. He graduated with a Bachelor of Arts in
Jurisprudence as well as Master of Arts, both from the
University of Oxford. He is also a Barrister at Law (Lincoln’s
Inn) and an Advocate & Solicitor of the High Court of
Malaya.

He was a Partner and Head of Equity Capital Markets at
Zaid Ibrahim & Co, specialising mainly on corporate,
financial services and securities law matters, particularly in
respect of corporate transactions such as capital raisings
and M&As before joining Maybank in 2005. Prior to that, he
was with the Securities Commission of Malaysia (SC) for
about 7 years until 2000 and his last position was the
General Manager of the Enforcement Division, with overall
responsibility over the investigation, prosecution and
complaints departments. He had also earlier served the
Executive Chairman’s Office and the Issues & Investment
Division whilst at the SC. Mohd Nazlan started his working
career in 1991 at Messrs Shook Lin & Bok, handling
corporate, conveyancing and banking law matters.



-

DATO’ SRI ABDUL
WAHID OMAR

- Age 48

President @ CEO

Dato’ Sri Abdul Wahid Omar
has helmed Maybank Group as
its President & CEO since

May 2008.

Experience

Dato’ Sri Abdul Wahid has
extensive track record in
corporate and financial
management beginning with
Bumiputra Merchant Bankers
Berhad from January 1988 to
April 1991, Kumpulan FIMA
Berhad from April 1991 to
August 1994 and Amanah
Capital Group from August
1994 to February 2001. He
also served as Chief Financial
Officer of Telekom Malaysia
Berhad from March to
September 2001 before his
appointment as Managing
Director/CEO of UEM Group
(and subsequently as Executive
Vice Chairman of PLUS
Expressways Berhad) from
October 2001 to June 2004.

Dato’ Sri Wahid returned to
Telekom Malaysia as its Group
CEO in July 2004 and helmed
the Group until its demerger
exercise with TM International
Berhad (now known as Axiata
Group Berhad) in April 2008.

Responsibility

Dato’ Sri Abdul Wahid is
responsible for driving the
overall management and
growth of the Group.

Qualification

Fellow of the Association of
Chartered Certified
Accountants, United Kingdom.
Chartered Member of the
Malaysian Institute of
Accountants.

Committee Membership/
Appointments

Dato’ Sri Abdul Wahid is a
Board member of Mayban
Ageas Holdings Berhad,
Maybank Investment Bank
Berhad and PT Bank
Internasional Indonesia Tbk.
He is also the Chairman of the
Association of Banks in
Malaysia and Malaysian
Electronic Payment System
Sdn Bhd, as well as a Director
of Cagamas Holdings Berhad.
In addition to that, he is also
the Vice Chairman of Institute
of Banks in Malaysia and
member of the Investment
Panels of Kumpulan Wang
Persaraan and Lembaga
Tabung Haji.

DATO’ KHAIRUSSALEH
RAMLI

- Age 44

Deputy President & Group Chief
Financial Officer

Khairussaleh Ramli became
Group Chief Financial Officer
of Maybank Group in
November 2008.

Experience

Prior to joining Maybank,
Dato’ Khairussaleh served
Telekom Malaysia Berhad (TM)
for about two years. His last
position there was as Group
Chief Strategy Officer where
he was responsible for the
overall group strategy,
business development and
corporate finance, and the
strategic management of a
portfolio of subsidiaries. He
sat on the Boards of VADS
Berhad and Measat Global
Berhad. He was also the
Project Director for the
demerger exercise of the
TM Group.

Dato’ Khairussaleh spent eight
years with Bursa Malaysia
Berhad from 1998 to 2006,
holding various positions
before rising to the position
of Chief Financial Officer in
2004. He was a key team

member in the consolidation
of exchanges and clearing
houses, the Joint Project
Director for the exchange
demutualisation exercise and
led the IPO and listing of
Bursa Malaysia on the
exchange. Khairussaleh served
the Public Bank Group for
seven years from 1990 to 1997,
gaining experience in
corporate banking, stock
broking and research and
futures broking. His last
position in the group was
Executive Director of PB
Futures Sdn Bhd.

Dato’ Khairussaleh was voted
Malaysia’s CFO of the Year for
two consecutive years in 2010
and 2011 in a poll conducted
by Finance Asia.

Responsibility
Dato’ Khairussaleh is
responsible for the Group’s

financial, capital and funding
management. He oversees
Finance & Treasury
Operations, Management
Reporting & Business Planning,
Group Strategy Management,
Corporate Finance & Capital
Management, Central Funding,
Enterprise Information
Management, Corporate
Remedial Management,
Strategic Procurement, and
Property, Security & Valuation.

Qualification

Bachelor of Science in
Business Administration,
Washington University, USA.
Advanced Management
Program, Harvard Business
School, USA.

Committee Membership/
Appointments
Nil.
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LIM HONG TAT

- Age 52

Deputy President Head,
Community Financial Services

Lim Hong Tat is the Deputy
President and Head of
Community Financial Services.

Experience

Being a Maybank scholar, he
joined the bank upon
graduation in 1981. He has 30
years of experience covering
all aspects of banking, having
managed branches, regional
banking, credit cards and
international banking
operations including holding
senior management positions
as Director/President and CEO
of Maybank Philippines Inc,
Head of International Banking
and Head of Consumer
Banking in Maybank Group.

Responsibility

As Head of Community
Financial Services, he is
responsible for the overall
management and performance
of the Bank’s SME, Business
Banking and Consumer
segments as well as sales and
distribution. This covers
community banking, product
innovation and
industrialisation, customer
segmentation, virtual banking,
wealth management and
payment services, sales and
distribution and business
strategy, planning and
development.

Qualification

Bachelor of Economics
(Business Administration)
(Hons), University of Malaya.
Diploma in Marketing &
Selling Bank Services,
International Management
Centre.

Committee Membership/
Appointments

He is the Chairman of FPX
Gateway Sdn Bhd, a subsidiary
of MEPS and a Director of
Credit Bureau Malaysia

Sdn Bhd.

ABDUL FARID ALIAS
- Age 44

Deputy President & Head,
Global Wholesale Banking

Abdul Farid Alias was
appointed as Deputy President
& Head, Global Wholesale
Banking of Maybank Group on
1 July 2010.

Experience

Farid has over 20 years of
experience in investment
banking and capital markets,
having served with various
merchant and investment
banks such Aseambankers
Malaysia Berhad from 1992 to
1994, Schroders from 1994 to
1995, Malaysia International
Merchant Bankers Berhad
from 1996 to 1997, and
JPMorgan from 1997 to 2005.
He was attached to Khazanah
Nasional Berhad from 2005 to
2008 as Director of
Investments. In Khazanah, he
sat on the Board of
Commissioners/Directors of
several publicly listed
companies. These include PT
Bank Lippo Tbk, PT
Excelcomindo Pratama Tbk,
UEM World Berhad, PLUS
Expressways Berhad and UEM
Builders Berhad. He also sat

on the Boards of MCB Bank
Limited and An Bin Bank as
a nominee of Maybank
until 2010.

Responsibility

His areas of responsibility
comprise of corporate banking,
investment banking,
transaction banking, client
coverage, and global markets,
which form the businesses
under Global Wholesale
Banking. In addition to that he
is also responsible for
international business.

Qualification

Bachelor of Science in
Accounting, Pennsylvania State
University, University Park,
USA. Masters in Business
Administration, Finance,
Denver University, USA.

Committee Membership/
Appointments

He is currently a member of
the Boards of Directors of
Maybank Investment Bank
Berhad, Maybank Philippines
Incorporated, Maybank
International Labuan Limited
and Kim Eng Holdings Ltd. He
is the Chairperson for the
Permanent Committee on
ASEAN Inter-Regional
Relations, ASEAN Banking
Council (ABC) and is a
member of the ABA Policy
Advocacy Committee of the
Asian Bankers Association.
Recently, he was appointed as
a member of the Malaysia -
Pakistan Business Council.



DR . JOHN LEE
HIN HOCK

- Age 45

Group Chief Risk Officer

Dr. Lee was appointed as
Group Chief Risk Officer
of Maybank Group on
January 2011.

Experience

Dr. Lee was previously with
Amanah Merchant Bank and
the Kuala Lumpur Options and
Financial Futures Exchange
(KLOFFE). Prior to his
appointment in Maybank, he
served in financial services
consulting and advisory, where
he was a partner with KPMG
Business Advisory for the past
13 years, assisting numerous
financial institutions across
the Asia Pacific markets. He
has in-depth financial industry
and risk management
expertise with a specialisation
in Islamic finance, business
strategy, risk management and
performance management.

Responsibility

Dr. Lee is responsible for
credit and risk management
across the Group.

Qualification

Bachelor of Economics,
Monash University, Australia.
Doctorate of Philosophy in
Economics, Monash University,
Australia. Fellow Certified
Practicing Accountant of the
Australian Society of CPAs.
Member of the American
Finance Association,
Econometrics Society and
Society of Financial Studies.

Committee Membership/
Appointments

Dr. Lee was the Malaysian
representative on the Risk
Management Working Group
and is currently a member of
the Liquidity Risk
Management Working Group
of the Islamic Financial
Services Board (IFSB). Dr. Lee
was also recently appointed to
the Monash University
(Malaysia Branch) School of
Business Advisory Board.

GEOFFREY STECYK
- Age 42

Head, Enterprise
Transformation Services

Geoff Stecyk is the Head of

Enterprise Transformation
Services (ETS) since
1 July 2010.

Experience

He joined Maybank in
November 2008 as Chief
Transformation Officer leading
the LEAP30 Performance
Improvement Programme.
Prior to joining Maybank, he
was National Head of
Bancassurance with American
International Assurance (AIA)
China from 2006 to 2008.
Prior to that, he was Executive
Vice President, Business
Integration with Southern
Bank Berhad from 2001 to
2004. He was involved in the
transformation of the bank
which covered all major areas
of the retail and SME banking
with an emphasis on driving

immediate earnings growth to
fund the structural
transformation over the
medium term.

Responsibility

He strategises, directs and
drives the enterprise
operations of the House of
Maybank having created a
platform comprising
Information Technology,
Operations and Service
Quality that supports the
Group’s Transformation and
long-term strategic objectives.
He is also responsible for the
Regional IT Transformation
Programme to create the
regional IT platform for

the Group.

Qualification

Bachelor of Commerce
(Marketing/Finance),
University of Alberta, Canada.

Committee Membership/
Appointments

Geoff is currently a member of
the Financial Institution
Steering Committee, Bank
Negara Malaysia.
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NORA ABD MANAF
- Age 47
Head, Group Human Capital

Nora Abd Manaf has been the
Head, Group Human Capital
of Maybank Group since
September 2008.

Experience

Prior to joining Maybank, she
was with the Standard
Chartered Group for over nine
years, where her last held
position was Head of Human
Resources, Scope International,
a subsidiary of Standard
Chartered Group UK Plc. Her
other roles in Standard
Chartered Group included as
EVP, Head Strategic Initiatives,
PT Bank Permata in Indonesia
prior to returning to Malaysia
in 2008, a leadership
development head role in
London as well as roles in
Standard Chartered Bank
Malaysia and integration work
in Hong Kong post Standard
Chartered Bank’s acquisition
of Chase Retail bank. Prior to
Standard Chartered, Nora
worked in diverse disciplines
and industries ranging from
semiconductor and
telecommunications through

education and consulting as
well as finance.

Responsibility

Nora’s responsibilities
encompass direction setting
for Group Human Capital and
guiding Maybank’s People and
Culture Transformation
initiatives.

Qualification

Chartered Accountant,
registered with Malaysian
Institute of Accountants.
Bachelor of Accounting,
University Institute Technology
MARA. Postgraduate
Certificate in Human Resource
Development from Cornell
University, USA. Certified
Trainer Gallup Strengths Level
Il Coach.

Committee Membership/
Appointments

Nora is currently the Chairman
of the Malayan Commercial

Banks’ Association (MCBA)
and Chairman of the Human
Resource Management and
Development Group
(HRMDG). She is also a
Council Member of the
Malaysian Employers
Federation (MEF). In 2010,
Nora was appointed as Pakar
Rujuk - Projek Blueprint
(Academic High End Industrial
Relations), Ministry of Higher
Education. In May 2011, Nora
was also appointed into the
Mesyuarat Peringkat Tertinggi
Malaysia’s National Policy on
Women (Ministry of Women,
Family and Community
Development). Most recently,
Nora was appointed as a
Faculty member for the Top
Management Forum 2012 by
the Asian Productivity
Organization (APO) based in
Kyoto, Japan.

TENGKU DATO’
ZAFRUL TENGKU
ABDUL AZIZ

- Age 38

Chief Executive Officer,
Maybank Investment Bank
Berhad and Maybank Kim Eng

Tengku Dato’ Zafrul Tengku
Abdul Aziz was appointed
Chief Executive Officer of
Maybank Investment Bank in
June 2010.

Experience

He has wide investment
banking experience, having
served in leadership positions
in key institutions over the last
14 years. Prior to joining
Maybank Investment Bank
Bhd, Tengku Dato’ Zafrul was
the Group Director of K & N
Kenanga Holdings Berhad from
January 2009 to June 2010, a
board member of Kenanga
Investment Bank Berhad from
October 2009 to June 2010,
Kenanga Capital Sdn Bhd from
January 2009 to June 2010,
and Capital Investment Bank
(Labuan) Limited from April
2009 - June 2010. He has also
previously served as CEO of
Tune Money Sdn Bhd, Head of

Investment Banking in
Citigroup Malaysia, Group
Managing Director of Avenue
Capital Resources (now ECM
Libra) and CEO of Avenue
Securities.

Responsibility

Tengku Dato’ Zafrul is
responsible for leading
Maybank’s regional investment
banking business to new
heights, with its merger with
Kim Eng Holdings Limited.

Qualification

BSc (Hons) in Economics and
Accounting Bristol University,
United Kingdom. Master of
Finance & Economics, Exeter
University, United Kingdom.

Committee Membership/
Appointments

Tengku Dato’ Zafrul is the
Deputy President of the Kuala
Lumpur Business Club. He is
also a council member of the
Malaysian Investment Banks
Association (MIBA) as well as
a member of the Advisory
Board to the Faculty of
Business and Accounting,
University Malaya. Most
recently, he has been
appointed as the Chairman of
SIFE Malaysia, a non-profit
organisation aimed at
grooming university students
into future leaders.



MUZAFFAR HISHAM
- Age 39

Head Islamic Banking

Chief Executive Officer,
Maybank Islamic Berhad

Muzaffar Hisham was
appointed as Chief Executive
Officer of Maybank Islamic
Berhad and Head of the Group
Islamic Banking Division in
March 2011.

Experience

Muzaffar, has collectively 17
years of experience in the
banking and financial services.
He started his career in Asian
International Merchant
Bankers Berhad in the
Corporate Banking Division.
He later joined Amanah
Merchant Bank Berhad and
Amanah Short Deposits
Berhad where he was involved
extensively in Corporate Debt
and Financing businesses from
debt syndication to advising
on private debt securities. He
was also involved in various
debt and corporate
restructuring exercises during
the 1997/1998 financial crisis.

During his tenure in CIMB
Investment Bank and HSBC
Amanah, he was involved in
the investment banking
business.

Prior to joining Maybank,
Muzaffar was the Deputy
Chief Executive Officer of
CIMB Islamic Bank Berhad.
He was previously a member
of the Board of Directors of
CIMB Insurance Brokers

Sdn Bhd.

Responsibility

He is responsible in managing
and setting the various key
strategies for the overall
Group Islamic Banking
business.

Qualification

Bachelor of Science (Hons) in
Economics and Accounting,
University of Bristol, United
Kingdom.

Committee Membership/
Appointments

Muzaffar is the Chairman,
Standards Committee,
Association of Islamic Banking
Institutions Malaysia (AIBIM).

HANS DE CUYPER

- Age 42

Head, Insurance & Takaful
Chief Executive Officer of
Mayban Ageas Holdings Berhad

Hans De Cuyper was appointed
as the Head, Insurance &
Takaful and Chief Executive
Officer of Mayban Ageas
Holdings Berhad (MAHB) on

7 April 2011.

Experience

Hans was previously the Chief
Financial Officer of MAHB.
With an experience spanning
across 20 years in the
insurance industry with 7
years in Asia, he has in-depth
industry expertise and
regional knowledge. Prior to
assuming the position at
Mayban Ageas Holdings
Berhad, he was attached with
Ageas in Hong Kong as the
Managing Director of Risk &
Finance for Asia. He was also
with ING Group for more than
a decade holding various
positions.

Responsibility

He is responsible for the
growth of Insurance & Takaful
and Asset Management pillar
in the House of Maybank.

Qualification

Masters in Mathematics,
Catholic University Louvain,
Belgium. Masters in Actuarial
Science, Catholic University
Louvain, Belgium. Executive
MBA in Financial Services
Industry, Vlerick Management
School.

Committee Membership/
Appointments

He is a member of the Board
of Directors of Mayban Ageas
Holdings Bhd. and its
subsidiaries which include
Etiga Insurance Berhad, Etiga
Overseas Investment Pte Ltd,
Etiqa Life International (L) Ltd,
Sri MLAB Berhad, Peram
Ranum Berhad and Etiga
Takaful Berhad.
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POLLIE SIM SIO
HOONG

- Age 50

Chief Executive Officer,
Maybank Singapore

Pollie Sim took the helm
of Maybank Singapore in
July 2006.

Experience

Pollie has more than 20 years
of experience in the banking
and financial industry and has
held many senior positions
within Maybank Group in
Consumer Banking & Business
Banking, Corporate Planning,
Human Resources, Accounts
& Finance and IT. She was
instrumental in leading and
developing Maybank’s
consumer banking business in
Singapore, which today
accounts for about 50% of
Maybank Singapore’s
earnings. Prior to Maybank
Singapore, Pollie was Chief
Executive Officer of Mayban
Finance (S) Ltd.

Responsibility

Pollie is responsible for
driving the overall profitability
and growth of Maybank
Singapore.

Qualification

Diploma in Management
Studies, Singapore Institute of
Management. Master of
Business Administration,
Brunel University of West
London, United Kingdom.

Committee Membership/
Appointments

Her current key appointments
include that of Non-Executive
Director of Maybank Kim Eng
Holdings Ltd, Director of

Mayban Nominees (S) Pte Ltd,
a subsidiary of Maybank,
Director of Singapore Unit
Trusts Ltd, Bosbury Pte Ltd,
Sorak Financial Holdings Pte
Ltd and Heartware Network.
She is also a Council Member
of the Association of Banks in
Singapore and Chairman of
the Singapore Unit Trust
Investment Committee. Pollie
also sits on the Executive
Council of Employer Alliance
(EA), a network of
corporations committed to
create an enabling work
environment to enhance work
life integration and best
practices as a business
strategy to manage talent and
boost productivity.

RAHARD]JA
ALIMHAMZAH

- Age 45

Acting President Director
PT Bank Internasional
Indonesia Tbk

Bapak Rahardja Alimhamzah,
has been Acting CEO of PT
Bank Internasional Indonesia
Tbk (BII), a Maybank
subsidiary in Indonesia, since
early July 2011.

Experience

Rahardja is also BlI’s Director
of Corporate Banking. Prior to
joining BII, Rahardja was the
Director, Head of Corporate
Banking and Investment
Banking of PT Bank Rabobank
International Indonesia since
2003 where he managed the
Corporate Banking business,
which includes Corporate
Relationship Management,
Structured Trade &
Commodity Finance,
Corporate Finance, Financial
Institutions and Food & Agri
Strategic Advisory. He was
also with Bank Summa,
Standard Chartered Bank,
American Express Bank as well
as Citibank where his last held
position was Vice President in
Corporate Banking and
Remedial Management.

Responsibility

Rahardja is responsible to
oversee the banking
operations and drive the
overall growth of BII.

Qualification

Master of Accounting and
Finance, University of
Indonesia, Indonesia. Bachelor
of Industrial Engineering,
University of New South
Wales, Australia.

Committee Membership/
Appointments
Nil.



MICHAEL FOONG
SEONG YEW

- Age 43

Chief Strategy &
Transformation Officer

Michael Foong was appointed
as Chief Strategy and
Transformation Officer on

3 October 2011.

Experience

Prior to joining Maybank
Group, Michael was Managing
Director of the management
consulting practice in Malaysia
of Accenture, where he spent
17 years serving financial
services clients throughout
ASEAN and Asia-Pacific,
primarily banks but also
including insurance companies
and stock exchanges. His
responsibilities included
corporate planning, devising
group-wide and line-of-
business strategies, operating
models, business process
reengineering, performance
management frameworks, and
ICT strategies. In the past 9
years he has focused on
architecting and implementing

large-scale multi-year
transformation and change
management programs for
banks in Malaysia and
Singapore.

Michael has also held various
other management positions
in Accenture. He co-managed
Accenture’s Asia-Pacific
Technology Ventures unit
from 2000 to 2002, and after
that Accenture’s Asia-Pacific

Corporate Development office.

Michael has worked
throughout the Asia Pacific
region and spent a number of
years seconded to Accenture’s
international offices in Beijing,
Shanghai, Hong Kong, Sydney,
Singapore, Tokyo and Jakarta.

Responsibility

He is responsible for
managing the Group’s
transformation program across
the region, and developing the
group’s long-term strategic
objectives. He also oversees
the Corporate Development
office covering merger
integration and special
projects, as well as the
Methods and Systems unit
covering business process
improvement programs.

Qualification

Master of Arts in Economics
and Management Studies from
Cambridge University.
Executive MBA (ABMP) from
the Kellogg School of
Management (1998) at
Northwestern University.

Committee Membership/
Appointments
Nil
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statement on corporate governance

INTRODUCTION

In pursuing the Group’s corporate aspiration to be a regional financial services leader in humanising financial
services by 2015, the Board is steadfast in maintaining high standards of corporate governance with a view to
enhancing stakeholder value, increasing investor confidence, establishing customer trust and building a

competitive organisation.

The Corporate Governance Statement aims to provide vital Book”) by the Putrajaya Committee on Government Linked

insight to the investors into the corporate governance practices Companies (“GLCs”) High Performance;

of the Group. Maybank Group’s corporate governance model (v) Corporate Governance Guide (“CG Guide”) by Bursa

adopts the following requirements and guidelines:- Malaysia; and

(i)  Revised Malaysian Code on Corporate Governance (“the (vi) Minority Shareholders Watchdog Group (“MSWG”)’s
Code”); Corporate Governance Guidelines.

(i) Bank Negara Malaysia (“BNM”)'s Revised Guidelines on
Corporate Governance for Licensed Institutions (“BNM/ The Board’s fundamental approach in this regard is to ensure that
GP1”) the right executive leadership, strategy and internal controls for

(iii) Bursa Malaysia Securities Berhad (“Bursa Securities”)’s Main risk management are well in place. Additionally, the Board is
Market Listing Requirements (“Listing Requirements”); committed to achieving the highest standards of business

(iv) “Green Book on Enhancing Board Effectiveness” (“Green integrity, ethics and professionalism across all of the Group’s

activities.

; Delegation Accountability ; ; ;

-
_

f
o,

-A-




Maybank also monitors developments in corporate governance
standards of leading and reputable organisations and institutions
in the region and around the world to ensure its approach in
Malaysia and in countries the Group has presence is in line with
the latest international best practices.

The Board continuously reviews its governance model to ensure
its relevance and ability to meet the challenges of the future.

The Board informs the shareholders on the application of its
corporate governance model and the Code for the 6-month
financial period ended 31 December 2011, as set out hereunder.

THE BOARD OF DIRECTORS

Board Charter

The Board is guided by the Board Manual (“Manual”) which
provides reference for directors in relation to the Board’s role,
powers, duties and functions. Apart from reflecting the current
best practices and the applicable rules and regulations, the
Manual outlines processes and procedures to ensure the Group’s
boards’ and their committees’ effectiveness and efficiency. It is a
dynamic document to be updated from time to time to reflect
changes to the Bank’s policies, procedures and processes as well
as amended relevant rules and regulations, or to be reviewed at
least once in two years, whichever is earlier.

The Group’s subsidiaries and associates’ boards are encouraged
to adopt similar manuals for their respective corporate entities.

The Manual comprises, amongst others, well defined terms of
reference as well as authority limits for the Board and its
committees, and the various relevant internal policies.

Roles and responsibilities of the Board

It is the responsibility of the Board to periodically review and
approve the overall strategies, business, organisation and
significant policies of the Bank and the Group. The Board also
sets the Group’s core values and adopts proper standards to
ensure that the Bank operates with integrity and complies with
the relevant rules and regulations.

The Board has a formal schedule of matters reserved for its
decision which include, amongst others, the following:-

@ Reviewing and approving the strategic business plans for
the Bank and Group;

e Identifying and managing principal risks affecting the
Group;

® Reviewing the adequacy and integrity of the Group’s
internal control systems;

® Overseeing the conduct and the performance of the Group’s
businesses;

e  Approving the appointment and compensation of senior
management staff;

@ Approving new policies pertaining to staff salary and
benefits;

e Approving changes to the corporate organisation structure;

e  Approving the appointment of Directors and Directors’
emoluments and benefits in accordance with relevant
statutes; and

e Approving policies relating to corporate branding, public
relations, investor relations and shareholder communication
programmes.

Other than as specifically reserved to the Board in the Board’s
Terms of Reference, the responsibility of managing Maybank’s
business activities is delegated to the President & Chief Executive
Officer (“PCEQ”) of the Bank, who is accountable to the Board.

Board composition and balance

There are twelve Directors currently on the Board of Maybank, of
whom eight are Independent Non-Executive Directors, three are
Non-Independent Non-Executive Directors (nominees of
Permodalan Nasional Berhad (“PNB”)) and one

Non-Independent Executive Director (the PCEO).

The present composition of the Board is in compliance with
Chapter 15.02 of the Listing Requirements as more than half of
its members are Independent Directors.

The Board is committed to ensure diversity and inclusiveness in
its deliberations.

Given the Board’s diverse background, the Directors provide a
wealth of knowledge, experience and skills in the key areas of
accountancy, law, securities, international business operations
and development, finance and risk management, amongst others.
A brief profile of each member of the Board is presented on
pages 102 to 108 of this Annual Report.

The selection of Directors, as affirmed by the Board, is based on
merit, and guided by the criteria outlined in the Group’s Policy
on Fit and Proper Criteria for Appointment as Chairman,
Directors and Chief Executive Officers of Licensed Institutions in
Maybank Group (“Fit and Proper Policy”) as duly assessed by the
Nomination and Remuneration Committee (“NRC”).
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Director independence and Independent Non-Executive
Directors

The high proportion of Independent Non-Executive Directors
within the current Board composition helps the Board to ensure
and provide strong and effective oversight over management. The
composition also reflects the interest of the Bank’s majority
shareholder which is adequately represented by the appointment
of its nominee directors, balancing the interest of the minority
shareholders. The Non-Executive Directors do not participate in
the day-to-day management of the Bank and do not engage in
any business dealing or other relationships with the Bank (other
than in situations permitted by the applicable regulations) in
order to ensure that they remain truly capable of exercising
independent judgement and act in the best interests of the
Group and its shareholders. Further, the Board is satisfied and
assured that no individual or group of Directors has unfettered
powers of decision that could create a potential conflict of
interest.

Currently, all of the Bank’s Independent Non-Executive Directors
comply with BNM/GPT’s requirement that an Independent
Non-Executive Director, amongst others, shall not have more
than 5% equity interest in the licensed institution or in its related
companies, or be connected to a substantial shareholder of the
licensed institution.

Additionally, the Board ensures that all Independent Non-
Executive Directors possess the following qualities:-

e Ability to challenge the assumptions, beliefs or viewpoints
of others with intelligent questioning, constructive and
rigorous debating, and dispassionate decision making in the
interest of the Bank;

e  Willingness to stand up and defend his own views, beliefs
and opinions for the ultimate good of the Bank; and

e A good understanding of the Bank’s business activities in
order to appropriately provide responses on the various
strategic and technical issues confronted by the Board.

The Board views that the eight Independent Non-Executive
Directors (“NEDs"), namely Dato’ Mohd Salleh bin Hj Harun, Tan
Sri Datuk Dr Hadenan bin A. Jalil, Dato’ Seri Ismail bin Shahudin,
Dato’ Dr Tan Tat Wai, Dato’ Johan bin Ariffin, Mr Cheah Teik Seng,
Mr Alister Maitland and Datuk Mohaiyani binti Shamsudin; meet
the said requirements.

Senior Independent Non-Executive Director
In accordance with the best practices on corporate governance,
Tan Sri Datuk Dr Hadenan bin A. Jalil continues to play his role as

the Senior Independent Director (“SID”) of the Board to whom
concerns of shareholders and stakeholders may be conveyed. He
is responsible for addressing concerns that may be raised by the
shareholders.

He can be contacted at his email address: adenan.aj@maybank.
com.my.

Board appointment process

The appointment of new Directors to the Board is set out in a
formal and transparent procedure, the primary responsibility of
which has been delegated to the Nomination and Remuneration
Committee (“NRC”). This procedure is in line with the Group’s Fit
and Proper Policy (which has been implemented since August
2006) and BNM/GP1. Under this procedure, the NRC
recommends to the Board suitable candidates for directorships
and appointment of key senior management of the Bank and
relevant subsidiaries. The NRC also ensures candidates satisfy the
requisite skills and core competencies to be deemed fit and
proper, and to be appointed as Director in accordance with the
Fit and Proper Policy, the Listing Requirements and the Corporate
Governance Blueprint 2011 issued by the Securities Commission.

In accordance with the Fit and Proper Policy, the attributes and
qualifications required of a candidate to determine his/her
suitability, include amongst others, in respect of his/her
management and leadership experience, which has to be at the
most senior level in a reputable local or international financial
services group, public corporation or professional firm/body. In
respect of the candidate’s skills, expertise and background, the
candidate should ideally and to the extent available, possess a
diverse range of skills, including in particular, business, legal and
financial expertise, professional knowledge and financial industry
experience, as well as experience in regional and international
markets.

The Board, assisted by the NRC, considers the following aspects
in making the selection:-

(i)  Probity, personal integrity and reputation - the person must
have key qualities such as honesty, integrity, diligence,
independence of mind and fairness.

(i) Competence and capability - the person must have the
necessary skills, ability and commitment to carry out the
role.

(iii) Financial integrity - the person must manage his debts or
financial affairs prudently.



Being a guiding mechanism, the Fit and Proper Policy is crucial to identify the gaps in skills in the composition of the Board. The Fit
and Proper Policy outlines the requirement for Non-Executive Directors of Maybank who have reached the age of 70 and above, and
those who have served the Board for 12 years or more to submit their resignation letters annually to the NRC six months before the
Annual General Meeting (“AGM”), for appropriate recommendations to be made to the Board. The Board acknowledges the view of the
Minority Shareholders Watchdog Group, among others, that an appropriate term for Independent Non-Executive Directors should not
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be more than nine years and may consider this in the next review of the Fit and Proper Policy. One director, Mr Alister Maitland,
attained 70 years of age during the period under review and has been recommended by the NRC and the Board to be re-appointed
based on the need for his continued invaluable contribution to the Board and the Group, in light of his wide international experience

as a former banker.

A clear and transparent nomination process is provided in the policy on the Nomination Process for the Appointment of Chairman,
Director and CEO of Licensed Institutions in the Group (“Policy on Nomination Process”). The nomination process involves the

following five stages:-

The application for the appointment of such candidates would
thereafter be submitted to BNM for the requisite approval under
the Banking and Financial Institutions Act, 1989 (“BAFIA"),
Insurance Act 1996 and Takaful Act 1984, as the case may be,
upon the approval by the relevant boards in the Group.

Based on the expectation of the roles and capabilities described
and required by the Board, the appointment process for Executive
Directors would in essence include the identification process of
potential candidates by a special committee of the Board. This is
subsequently followed by a submission to the NRC for
deliberation to be followed by the final recommendation to the
Board for endorsement, and ultimately submission to BNM for
approval.

Subsequent to the appointment process, the Bank also conducts
periodic assessment on the suitability of the Directors to
continuously occupy their strategic leadership position in
accordance with the Group’s Policy on Fit & Proper for Key
Responsible Persons (“KRPs”) in line with BNM/GP1. The fit and
proper assessment for KRPs involves independent checks on the
self-declarations made by the Directors as well as any of their
business interests connected to the Bank in compliance with
section 64 of BAFIA and BNM/GP1 for the purpose of ensuring
the Directors are suitable to continue as directors of the Bank.
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Directors’ retirement and re-election

All directors of the Bank, including the PCEO, are subject to
re-election by the shareholders at their first opportunity after
their appointment, and are subject to re-election at least once
every three years in accordance with the Bank’s Articles of
Association. Board support for a Director’s re-election is not
automatic and is subject to satisfactory assessment of
performance.

The NRC will first assess the Directors who are due for re-
election at the AGM, which will then submit its recommendation
to the Board for deliberation and approval. Upon obtaining the
Board’s endorsement, the relevant submission including the
justifications for such re-appointment is thereafter made to BNM
for approval if the relevant Director’'s BNM's term of appointment
is expiring.

The four Directors who are due for re-election and re-
appointment at the forthcoming AGM, as evaluated by the NRC
and approved by the Board, have met the Board’s expectations
and continued to perform in an exemplary manner as
demonstrated by inter alia their contribution to the Board’s
deliberations.

Board and Individual Director’s effectiveness

Upon the completion of every financial year, the NRC undertakes
a formal and transparent process, to assess the effectiveness of
individual Directors, the Board as a whole and its committees, as
well as the performance of the PCEO in respect of their
respective skills and experience, pursuant to the Board and Peer
Annual Assessment exercise.
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The Board and Peer Annual Assessment exercise is primarily
based on answers to a detailed questionnaire prepared internally
by Corporate & Legal Services of Maybank. The assessment
questionnaire is distributed to all the respective Board members
and covers topics which include, amongst others, the
responsibilities of the Board in relation to strategic planning, risk
management, performance management, financial reporting,
audit and internal process, human capital management, corporate
social responsibility, communication, corporate governance, and
shareholders’ interest and value. Other areas being assessed
include Board composition and size, the contribution of each and
every member of the Board at meetings, the Board’s decision-
making and output, information and support rendered to the
Board as well as meeting arrangements.

Once the results of the Board and committee assessment are
reviewed by the NRC and the Board, actionable improvement
programmes will be identified, which may include training needs
of individual Directors, to be reviewed quarterly thereafter. The
Chairman would discuss with individual members on the peer
assessment results whilst the Chairman of the NRC would discuss
with the Chairman of the Board on the latter’s assessment
results.

The Board is satisfied with its composition to ensure an efficient
and effective conduct of board deliberation pursuant to BNM/
GP1. The current Board size enables the Board to discharge its
function in a professional manner in consideration of the size,
breadth and complexity of the Group’s business activities,
domestically as well as internationally. Future changes to the
Board may be made to enhance complementarity of skills at the
same time enable proper succession planning.

Role and responsibilities of the Chairman and the
President & Chief Executive Officer

The roles and responsibilities of the Chairman and the PCEO are
separated and documented as approved by the Board in
accordance with best practices and to ensure appropriate
supervision of the management. The clear hierarchical structure
with its focused approach and attendant authority limits also
facilitates efficiency and expedites informed decision-making.

Chairman
Tan Sri Dato Megat Zaharuddin Megat Mohd Nor is the Chairman
of the Board of Maybank since October 20009.

He continuously works together with the rest of the Board in
setting the policy framework and strategies to align the business
activities driven by the senior management with the Group’s
objectives and aspirations, and monitors its implementation.

He ensures orderly conduct and proceedings of the Board, where
healthy debate on issues being deliberated is encouraged to
reflect an appropriate level of scepticism and independence.

He takes the lead to ensure the appropriateness and
effectiveness of the succession-planning programme for the
Board and senior management levels. He also promotes a healthy
working relationship with the PCEO and provides the necessary
support and advice as appropriate. He continues to demonstrate
the highest standards of corporate governance practices and
ensures that these practices are regularly communicated to the
stakeholders.

The President @ CEQO

Dato’ Sri Abdul Wahid bin Omar has been the PCEO and
Executive Director of Maybank since May 2008.

He is primarily accountable for overseeing the day-to-day
operations to ensure the smooth and effective running of the
Group as well as carrying out certain responsibility delegated by
the Board. Furthermore, he is responsible for mapping the
medium to longer term plans for Board approval, and is
accountable for implementing the policies and decisions of the
Board, as well as coordinating the development and
implementation of business and corporate strategies, specifically
by making sure that they are carried through to their desired
outcomes, especially in the institution of remedial measures to
address identified shortcomings. He is also responsible for
developing and translating the strategies into a set of
manageable goals and priorities, and setting the overall strategic
policy and direction of the business operations, investment and
other activities based on effective risk management controls.

The duty of the PCEO also ensures that the financial
management practice is performed at the highest level of
integrity and transparency for the benefit of the shareholders and
that the business and affairs of the Bank are carried out in an
ethical manner and in full compliance with the relevant laws and
regulations. His other responsibilities include ensuring that whilst
the ultimate objective is maximising total shareholders return,
corporate social responsibility is not neglected, and also
developing and maintaining strong communication programmes
and dialogues with the shareholders, investors, analysts as well as
employees, and providing the effective leadership to the
organisation. He is also responsible for ensuring high
management competency as well as the emplacement of an
effective management succession plan to sustain continuity of
operations. The PCEO, by virtue of his position as a Board
member, also functions as the intermediary between the Board
and senior management.



Board meetings

The Board meets every month with additional meetings convened as and when urgent issues and/or important decisions are required
to be taken between the scheduled meetings. During the 6-month financial period ended 31 December 2011, the Board met 10 times to
deliberate and consider a variety of significant matters that required its guidance and approval.

All Directors have complied with the requirement that Directors must attend at least 75% of Board meetings held in the financial
period in accordance with BNM/GP1, and attended at least 50% of Board meetings held in the 6-month financial period ended 31
December 2011 pursuant to the Listing Requirements.

The current practice is to appoint Board members to sit on subsidiary boards, in particular the key overseas subsidiaries, to maintain
oversight and ensure the operations of the respective subsidiaries are aligned with the Group’s strategies and objectives.

Details of attendance of each Director on the Board and respective Board Committees during the 6-month financial period ended 31
December 2011 are as follows:-

Board CRC ACB
Name of Directors Number of Meetings Number of Meetings Number of Meetings

Held Attended * % Held Attended * % Held Attended * %
Tan Sri Dato’ Megat Zaharuddin 10 10 100 - - - - - -
bin Megat Mohd Nor
Dato’ Mohd Salleh bin Hj Harun 10 9 90 - - - - - -
Dato’ Sri Abdul Wahid bin Omar 10 10 100 26 20 77 - - -
Tan Sri Dr Hadenan bin A. Jalil 10 9 90 - - - 8 8 100
Dato’ Seri Ismail bin Shahudin’ 10 10 100 26 19 73 - - -
Dato’ Dr Tan Tat Wai 10 10 100 - - - - - -
Encik Zainal Abidin bin Jamal 10 10 100 26 22 85 - - -
Mr Alister Maitland 10 10 100 - - - - - -
Mr Cheah Teik Seng 10 10 100 - - - 8 7 88
Dato’ Johan bin Ariffin 10 9 90 26 20 77 8 8 100
Dato’ Sreesanthan Eliathamby 10 9 90 - - - 8 7 88
Datuk Mohaiyani binti Shamsudin? 8 8 100 - - - - - -

NRC ESS Committee
Name of Directors Number of Meetings Number of Meetings Number of Meetings

Held Attended * % Held Attended * % Held Attended * %
Dato’ Mohd Salleh bin Hj Harun? - - - 6 6 100 4 4 100
Tan Sri Dr Hadenan bin A. Jalil - - - 6 6 100 4 4 100
Dato’ Dr Tan Tat Wai 4 4 100 6 6 100 4 4 100
Encik Zainal Abidin bin Jamal - - - 6 6 100 4 4 100
Mr Alister Maitland 4 4 100 6 6 100 4 4 100
Mr Cheah Teik Seng 4 3 75 - - - - - -
Dato’ Sreesanthan Eliathamby 4 3 75 - - - - - -

Notes:-

*  All Board and Board Committee members had met the minimum percentage required for meeting attendance. For the CRC, the
requirement is a minimum of 60% attendance during any financial period.

T Currently a member of the CRC and appointed as the Chairman of the CRC with effect from 1 July 2011.

2 Appointed as a member of the Board of Director with effect from 22 August 2011.

3 Appointed as the Chairman of the NRC with effect from 1 July 2011.
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Directors’ Remuneration

The level of directors’ remuneration is generally set to be
competitive to attract and retain Directors of such calibre to
provide the necessary skills and experience as required and
commensurate with the responsibilities for the effective
management and operations of the Group.

In respect of the Executive Director, the component parts of
remuneration are structured so as to link short and long-term
rewards to corporate and individual performance. A significant
portion of the Executive Director’s compensation package has
been made variable in nature depending on the Group’s
performance during the period, which is determined based on the
individual Key Performance Indicators in a scorecard aligned with
the corporate objectives, and approved by the Board.

As for Non-Executive Directors (“NEDs”), the level of
responsibilities undertaken generally determine the level of
remuneration. The determination of remuneration packages for
NEDs including the non-executive Chairman, is a matter for the
Board as a whole following the relevant recommendation made
by the NRC after independent benchmarking with relevant
external peers.

The current remuneration policy of the Directors comprises the
following:-

(a) Basic salary
Basic salary of the Executive Director is based on the

recommendation of the NRC, after independent
benchmarking with relevant external peers.

Director’s fees and meeting allowances (effective

1]July 2010)

For the Board of Directors, RM300,000 per annum for the
Chairman, RM285,000 per annum for the Vice Chairman
and RM190,000 per annum for each NED. The meeting
allowance for the Board is RM1,500 per meeting.

For the Board Committees, RM45,000 per annum for the
Board Committee Chairman and RM30,000 per annum for
each Committee member. The meeting allowance for Board
Committees is RM1,000 per meeting.

Benefits-in-kind and emoluments

Benefits for NEDs include medical coverage, insurance
coverage (Group Personal Accident, Group Term Life and
Directors & Officers’ Liability), travel benefits, mobile
electronic devices and use of Maybank holiday apartments/
bungalows.

The Chairman is also paid monthly other emoluments which
commensurate with responsibilities befitting his position,
for example in representing the Group and facilitating
organisation capability building.

At the Extraordinary General Meeting of Maybank held on
13 June 2011, its shareholders had approved the Employees’
Share Scheme (“ESS”) which provides for the offer and grant
of options to eligible employees. The EGM also approved
the allocation of options and/or grant of shares to the
PCEQ, to subscribe up to a maximum of 5,000,000
Maybank Shares. The number of shares to be offered to the
PCEO, being an eligible employee, under the ESS will be
based on the Bank’s as well as his performance achievement
at the end of the financial period, as specified in the Group/
PCEO Balanced Score Card.

The NEDs are not eligible to participate in the current ESS.



A summary of the total remuneration of the Directors, distinguishing between Executive and Non-Executive Directors, in aggregate
with categorisation into appropriate components for the 6-month financial period ended 31 December 2011 is as follows:-

Executive Director

Dato’ Sri Abdul Wahid bin Omar 768,000 768,000 - 352,893 21,341 668,000 2,578,234

TOTAL 768,000 768,000 - 352,893 21,341 668,000 2,578,234

Non-Executive Directors

Tan Sri Dato’ Megat Zaharuddin - - 150,000 325,000 19,755 - 494,755
bin Megat Mohd Nor
Dato’ Mohd Salleh bin Hj Harun - - 187,500 23,500 17,036 - 228,036
Tan Sri Dr Hadenan bin A. Jalil - - 147,500 31,500 1,336 - 180,336
Dato’ Seri Ismail bin Shahudin - - 117,500 33,000 325 - 150,825
Dato’ Dr Tan Tat Wai - - 147,500 29,000 150 - 176,650
Mr Zainal Abidin bin Jamal - - 140,000 46,000 1,279 - 187,279
Mr Alister Maitland - - 140,000 29,000 - - 169,000
Mr Cheah Teik Seng - - 125,000 25,000 1,486 - 151,486
Dato’ Johan bin Ariffin - - 125,000 40,500 1,547 - 167,047
Dato’ Sreesanthan Eliathamby - - 125,000 23,500 1,461 - 149,961
Datuk Mohaiyani binti Shamsudin - - 67,889 12,000 150 - 80,039
TOTAL - - 1,472,889 618,000 44,525 - 2,135,414
GRAND TOTAL 768,000 768,000 1,472,889 970,893 65,866 668,000 4,713,648

Note:
Executive Director’s Other Emoluments include allowance and reimbursements.

Quality and supply of information to the Board Malaysia and other relevant regulatory authorities including

In discharging its duties, the Board has full and unrestricted recommendations on corporate law reform in respect of

access to all information pertaining to the Group’s businesses Malaysian as well as relevant foreign jurisdictions, particularly the
and affairs as well as to the advice and services of the senior effects of such new or amended regulations and guidelines on

management of the Group. In addition to formal Board meetings,  directors specifically, and the Bank and the Group generally.
the Chairman maintains regular contact with the PCEO to discuss

specific matters, and the latter assisted by the Company The mechanism of the Annual Board Outline Agenda aims to
Secretary ensures that frequent and timely communication highlight to the Board and relevant Board Committees as well as
between the senior management and the Board is maintained at the senior management subject matters other than ‘routine’ for
all times as appropriate. the period to facilitate better planning and for greater time
effectiveness for various parties. It also gives a greater sense of
Regular and latest updates are provided to the Directors on any discipline on the part of senior management to commit to the
regulations and guidelines, as well as any amendments thereto said outline. At the same time, such focus allows the Board to
issued by Bank Negara Malaysia, Bursa Malaysia Securities deliberate on and contribute towards achieving a higher level of
Berhad, Securities Commission, the Companies Commission of value-added discussions on such identified issues and other

relevant matters.
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An agenda together with appropriate papers for each agenda
item to be discussed is forwarded to each Director at least five
clear days before the scheduled meeting to enable the Directors
to obtain further clarification or explanation, where necessary, in
order to be adequately apprised before the meeting.

In line with the recommendations of the Code, the Bank’s
minutes of meetings of the Board and various Board Committees
incorporate the discussions of the members at the meetings in
arriving at decisions and are concise and accurate. The draft
minutes of the meeting are circulated within one week of the
meetings to the Board for early feedback and suggestions prior
to tabling at the subsequent meetings for formal confirmation.

Senior management members are invited to attend Board
meetings to report on matters relating to their areas of
responsibility, and also to brief and present details to the
Directors on recommendations submitted for the Board’s
consideration. Additional information or clarification may be
required to be furnished, particularly in respect of complex and
technical issues tabled to the Board.

Company Secretary

The General Counsel and Company Secretary, in his function as
the Company Secretary, is responsible for advising the Board on
issues relating to corporate compliance with the relevant laws,
rules, procedures and regulations affecting the Board and the
Group, as well as best practices of governance. He is also
responsible for advising the Directors of their obligations and
duties to disclose their interest in securities, disclosure of any
conflict of interest in a transaction involving the Bank,
prohibition on dealing in securities and restrictions on disclosure
of price-sensitive information.

All Directors have access to the advice and services of the
Company Secretary.

Independent professional advice

Independent professional advice can be obtained by any
individual Director, at the Bank’s expense where necessary, in the
furtherance of their duties in accordance with the Bank’s Policy
and Procedure on Access to Independent Professional Advice,
Senior Management and Company Secretary by Directors of
Maybank Group. Copies of any reports, advice and
recommendations provided by the independent professional
adviser to the relevant Director, would be forwarded by the said
Director to the Company Secretary, who will, where appropriate,
circulate them to other Directors to ensure that they are kept
informed of pertinent issues, which may have an impact on the
Group’s interest growth and performance.

In the 6-month financial period ended 31 December 2011, none of
the Directors had invoked this process for independent
professional advice.

Structured Training Programme for Directors

Through a Structured Training Programme for Directors (“STPD"),

each Director shall attend at least one training programme, which
is to be specifically developed by the organisation for its Directors
during the 6-month financial period ended 31 December 2011.

For the period under review, all the Board members have
complied with the aforesaid internal policy by attending various
training programmes and workshops on issues relevant to the
Group, which were organised internally, as well as in
collaboration with external training providers. During the year
2011, Board members had also attended a key training
programme for Directors of financial institutions, namely the
Financial Institutions Directors’ Education (“FIDE”).

Corporate & Legal Services coordinates a comprehensive
induction programme for new Directors in order to provide new
Directors with the necessary information and overview to assist
them in understanding the Group’s operations and appreciating
the challenges and issues the Group faces in achieving its
objectives. The programme covers subject matters, amongst
others, concerning the Group’s business and strategy, work
processes and Board Committees, and the duties and
responsibilities of Directors of licensed institutions.

The key areas of focus for training programmes attended by the
Directors for the 6-month financial period ended 31 December
2011 are as follows:-

Board Effectiveness:-

- MINDA Director’s Forum 2011: “Innovation and People:
Making it Happen”

- MINDA Talk: “Board Composition and Diversity: Strategies,
Lessons and Looking Forward”

Corporate Governance:-

- “Scrutinising Financial Statement Fraud and Detection of
Red Flags for Directors and Officers of PLC’s and
Government Regulatory Agencies” organised by Malaysian
Institute of Corporate Governance

Risk Management:-

- “Annual Risk Workshop for Board of Directors and Risk
Management Committees™: Black Swans in the Horizon
(facilitated by KPMG)

As at the end of the 6-month financial period ended 31 December
2011, all Directors are in adherence to the Mandatory
Accreditation Programme in compliance with the Listing
Requirements.



BOARD PROFESSIONALISM

Directorships in other Companies

Each member of the Board holds less than 10 directorships in
public listed companies and less than 15 directorships in non-
public listed companies in accordance with the Listing
Requirements. Furthermore, the Directors also comply with the
best practices recommendation of the Green Book which states
that directors should not sit on the boards of more than five
listed companies to ensure that their commitment, resources and
time are more focused to enable them to discharge their duties
effectively.

Further, although the Independent Non-Executive Directors hold
directorships in several companies in the Maybank Group, the
NRC assesses the independence of the said Directors pursuant to
a declaration made that they are not taking instructions from any
person including Maybank. In this respect, all the Independent
Non-Executive Directors of Maybank complied with the relevant
requirements of BNM/GP1. In addition, the respective key
subsidiaries within the Group also appoint other Independent
Non-Executive Directors who are not members of the Maybank
Board to ensure an optimal balance between board members in
terms of independent internal and external directors.

Conflict of Interest

It has been the practice of Maybank, in line with various
statutory requirements on the disclosure of director’s interest,
that members of the Board make a declaration to that effect at
the Board meeting in the event they have interests in proposals
being considered by the Board, including where such interest
arises through close family members. Any interested Directors
would then abstain from deliberations and decisions of the Board
on the subject proposal and, where appropriate, excuse
themselves from being present in the deliberations.

Insider trading

The Directors, key management personnel and principal officers
of the Maybank Group are prohibited from trading in securities
or any kind of property based on price sensitive information and
knowledge which have not been publicly announced in
accordance with the Listing Requirements and the relevant
provisions of the Capital Markets & Services Act 2007. Notices
on the closed period for trading in Maybank’s securities are
circulated to Directors, key management personnel and principal
officers who are deemed to be privy to any price sensitive
information and knowledge, in advance of whenever the closed
period is applicable.

BOARD COMMITTEES

The Board delegates certain of its governance responsibilities to
the following Board Committees, which operate within clearly
defined terms of references, primarily to assist the Board in the
execution of its duties and responsibilities. Although the Board
has granted such discretionary authority to these Board
Committees to deliberate and decide on certain key and
operational matters, the ultimate responsibility for final decision
on all matters lies with the entire Board.

Audit Committee

The Audit Committee is authorised by the Board to investigate
any activities within its Terms of Reference and has unrestricted
access to both the internal and external auditors and members of
the senior management of the Group. The activities carried out
by the Audit Committee, which met 8 times during the period
under review, are summarised in the Audit Committee Report
and its Terms of Reference as stated on pages 134 of this Annual
Report. Members of the Audit Committee are as indicated on
page 136 of this Annual Report.

Credit Review Committee

The responsibilities of the Credit Review Committee include,

amongst others, the following:-

(i)  To review/veto loans exceeding Group Management Credit
Committee’s (“GMCC") discretionary power;

(i) To review/veto, with power to object or support, all
proposals recommended by the GMCC to the Board for
approval/affirmation, including but not limited to statute
and policy loans;

(i) To affirm new and existing group exposure; and

(iv) To carry out such other responsibilities as may be delegated
to it by the Board from time to time.

The Committee meets weekly and during the 6-month financial
period ended 31 December 20171, the Committee had met 26
times. Members of the Credit Review Committee and details of
meeting attendance by members are stated on page 121 of this
Annual Report.

Nomination and Remuneration Committee (“NRC”)
The NRC comprises exclusively Non-Executive Directors.

125

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership
Governance

Financial &
Others

AGM
Information



126

Malayan Banking Berhad
Maybank Six Months Report — December 2011

The responsibilities of the NRC include, amongst others, the
following:-

(i) To recommend to the Maybank Board, the appointment,
y
promotion and remuneration as well as compensation
policies for executives in key management positions;

(i) To recommend to the Maybank Board, a Leadership
Development framework for the Group;

(iiiy To oversee the general composition of the Maybank Board
(size, skill and balance between Executive Directors and
Non-Executive Directors);

(iv) To recommend to the Maybank Board, a policy and
framework of remuneration for Directors, covering fees,
allowances and benefits-in-kind in their work as Directors of
all boards and committees and for the PCEO and key senior
management officers;

(v) To recommend to the Maybank Board a policy regarding the
period of service for the Executive and Non-Executive
Directors;

(vi) To assess the performance and effectiveness of individuals
and collective members of the Boards and Board
Committees of the Group and its subsidiaries, as well as the
procedure for the assessment;

(vii) To recommend measures to upgrade the effectiveness of

the Boards and Board Committees;

(viii) To recommend to the Maybank Board, a performance
management framework/model, including the setting of the
appropriate performance target parameters and benchmark
for the PCEO’s Group Balanced Scorecard at the start of
each financial period;

(ix) To oversee the succession planning, talent management and
performance evaluation of executives in key management
positions;

(x) To consider and recommend solutions on issues of conflict
of interest affecting Directors; and

(xi) To assess annually that Directors and key senior

management executives are not disqualified under section
56 of the BAFIA.

The NRC held six meetings during the 6-month financial period
ended 31 December 2011. Members of NRC and details of
meeting attendance by members are stated on page 121 of this
Annual Report.

Risk Management Committee (“RMC”)
The responsibilities of the Risk Management Committee for risk
oversight include, amongst others, the following:

(i) To develop and foster a risk aware culture within the Bank;
(i) To review and approve risk management strategies, risk
frameworks, policies, risk tolerance and risk appetite limits,

adequacy of risk management policies and framework in
identifying, measuring, monitoring and controlling risks and
the extent to which they operate effectively;

(iii) To ensure infrastructure, resources and systems are in place
for risk management, i.e. that the staff responsible for
implementing risk management systems perform those
duties independently of the financial institution’s risk taking
activities;

(iv) To review and assess the appropriate levels of capital for
the Bank, vis-a-vis its risk profile;

(v) To review and recommend strategic actions to be taken by
the Bank for Board’s approval;

(vi) To review and approve new products and ensure compliance
with the prevailing guidelines issued by BNM or other
relevant regulatory body;

(vii) To oversee the resolution of BNM Composite Risk Rating

findings for Maybank Group;

(viii) To oversee the specific risk management concerns in the
business units that leverage on the Embedded Risk Units in
the business units; and

(ix) To review and approve model risk management and
validation framework.

The RMC usually convenes nine meetings in every financial year
with additional meetings convened to attend to urgent matters
that require its deliberation. During the 6-month financial period
ended 31 December 20711, four meetings were held. The Chairman
and a majority of the Committee’s members are Independent
Non-Executive Directors. Members of the RMC and details of
attendance by members are stated on pages 121 of this Annual
Report.

Employees’ Share Scheme Committee (“ESS
Committee”)

The Employees’ Share Scheme (“ESS”) was established to serve as
a long-term incentive plan as well as to align the interests of
employees with the objectives of Maybank Group to create
sustainable value enhancement for the organisation and the
shareholders. The first offer under the ESS was made on 23 June
2011 to all eligible employees.

The Board had delegated to the ESS Committee the responsibility
of determining all questions of policy and expediency arising
from the administration of ESS and to generally undertake the
necessary to promote the Bank’s best interest.

The broad responsibilities of the ESS Committee as outlined in its
Terms of Reference include to administer the ESS and to
recommend the financial and performance targets/criteria to the
Board for approval prior to implementation and such other
conditions as it may deem fit.



All members of the ESS Committee are Non-Executive Directors.
Meetings are held as and when the ESS Committee is required to
deliberate on urgent matters.

Four meetings of the ESS Committee were held during the
6-month financial period ended 31 December 2011 under review.

Members of the ESS Committee and details of meeting
attendance by members are stated on page 121 of this Annual
Report.

EXECUTIVE LEVEL MANAGEMENT COMMITTEES
(“ELC")

The PCEO, with the Board’s support, has established various ELCs
and delegated some of his authority to assist and support the
relevant Board Committees in the operations of the Bank. The
key ELCs, which are mostly chaired by the PCEO or the Group
Chief Financial Officer, are as follows:-

Group Executive Committee

Group Management Credit Committee
Internal Audit Committee

Executive Risk Committee

Asset and Liability Management Committee
Group Staff Committee

Group Procurement Committee

Group IT Steering Committee

INVESTOR RELATIONS AND SHAREHOLDERS
COMMUNICATION

Investor Relations (“IR”) is an important part of Maybank’s
corporate governance framework to ensure that shareholders,
stakeholders, investors and the investment community, both local
and international, are provided with relevant, timely and
comprehensive information about the Group. Maybank’s
dedicated IR unit is committed to providing effective and open
communication in order to improve disclosure and transparency.

Maybank is guided by its Investor Relations Policy which provides
a framework of procedures and processes upon which Maybank
can successfully implement its Investor Relations programme. An
Investor Relations programme provides a planned sequence of
activities throughout the year to communicate financial results
and material developments to Bursa Malaysia Securities Berhad,
analysts, investors, shareholders and other stakeholders.

Quarterly Results

For its quarterly financial results, the Group convenes media and
analyst briefings and/or conference calls. Presentation slides are
made publicly available and can be downloaded via the corporate
website at www.maybank.com to provide stakeholders with a
better understanding of Maybank’s performance.

Conferences and Roadshow

Conferences and roadshow are conducted locally and overseas
whereby senior management will communicate the Group’s
strategy, progress of its various initiatives and updates for
stakeholders to understand Maybank’s operations performance
better.

Website

Maybank’s corporate website, at www.maybank.com, houses
information on the Group including corporate profile, senior
management, investor information, financial results, corporate
news and Maybank’s subsidiaries. Visitors can also get the latest
updates on Maybank by email and RSS. Bursa Link is another
source of information to the stakeholders which is available on
Bursa Malaysia website at www.bursamalaysia.com.

Annual Report

Maybank’s Annual Report provides a comprehensive report on
the Group’s direction and financial performance, providing full
disclosure and complying with the relevant regulation. The
annual reports are also printed in summary form together with a
CD ROM. An online version of the Annual Report is also available
at Maybank’s corporate website.

Media Coverage

Media coverage on the Group and senior management is also
initiated proactively at regular intervals to provide wider publicity
and improve general understanding of the Group’s business
among investors and the public.

Credit Rating

Maybank maintains its credit ratings by rating agencies Standard
and Poor’s, Fitch Ratings and Moody’s Investors Services, RAM
Ratings and MARC as part of providing an independent flow of
information to stakeholders as well as to the general public.

For more information on the investor relations activities
conducted during the period, please refer to page 96.
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Contact Details of IR Spokespersons
Narita Naziree

Head, Group Strategy Management
Contact; (6)03 2074 8017

Email: naritanaziree.a@maybank.com.my

Raja Indra Putra Raja Ismail

Head, Investor Relations

Contact: (6)03 2074 8582

Email: rajaindra@maybank.com.my

GENERAL MEETINGS

The Group’s EGMs and AGMs represent the primary platforms
for direct two-way interaction between the shareholders, Board
and management of the Group. In deference to shareholder
democracy and the transparency policy adopted by the Group,
shareholders’ approval is required on all material issues including,
but not limited to, the election and appointment of Directors,
material mergers, acquisitions and divestments exercises, as well
as the appointment of auditors and final dividend payments.

During the last AGM held on 29 September 2011, the attendance
of the shareholders was very encouraging as evidenced by the
presence of 1,879 shareholders.

In addition to the AGMs and EGMs, shareholders and market
observers are also welcomed to raise queries at any time through
the Corporate Affairs and Group Strategy Management Divisions.

ACCOUNTABILITY AND AUDIT

Financial Reporting and Disclosure

The Board has a fiduciary responsibility and takes it upon itself to
present to the shareholders and the public at large, a clear,
balanced and meaningful evaluation of the Group’s financial
position, performance and prospects. In order to meet the
fiduciary responsibility expected of the Board, the Board with the
assistance of the Audit Committee oversees the financial
reporting process and the quality of the Group’s financial
statements to ensure that the reports present a true and fair
view of the Group’s performance.

The Board also ensures that the financial treatment of the
consolidated accounts under the Group is based on the more
stringent requirements and that the financial statements of

Maybank are in compliance with the Malaysian Accounting
Standards Board (“MASB”)’s requirements, which in turn are in
accordance with the International Accounting Standards (“IAS”).

The scope of the disclosure includes a review of the main sources
of revenue by business activity and geography, past year
performance analysis and financial adequacy, together with
detailed explanation of the changes in the statement of financial
position and statement of comprehensive income, to facilitate
better understanding of the Group’s operations. In addition to
the Audited Report, the Group also releases its unaudited
quarterly financial results on a timely basis. These are accessible
on Maybank and Bursa Malaysia’s website.

Internal Controls

The Board has overall responsibility for maintaining sound
internal control systems that cover financial controls, operational
and compliance controls and risk management to ensure
shareholders’ investments, customers’ interests and the Group’s
assets are safeguarded.

The systems of internal controls are continuously reviewed to
ensure that they are working via the ongoing review through
internal audit process. The Audit Committee (“AC”) regularly
evaluates the effectiveness and adequacy of the Group’s internal
control systems by reviewing the actions taken on internal
control issues identified in reports prepared by Group Internal
Audit during its monthly meetings. The AC also reviews audit
recommendations and management’s responses to these
recommendations.

The Statement on Internal Control is furnished on page 131 of this
Annual Report and this provides an overview of the state of
internal controls within the Group.

Whistleblowing Policy

The Board is satisfied that an adequate framework on
whistleblowing, known as the Integrity Hotline (formerly Fraud
Reporting Hotline) is in place, which has been implemented since
2004. All employees can raise their concerns regarding any
misconduct or wrongdoing such as fraud, criminal activities,
dishonesty and malpractice committed by another employee or
any person who has dealings with the Group via the following
channels:

e Toll-Free Message Recording Line at 1-800-38-8833 or for
Overseas at 603-20268112

®  Protected Email Address at integrity@maybank.com.my

e Secured P.O. Box Mail Address at P.O. Box 11635, 50752
Kuala Lumpur, Malaysia



The above mechanism protects employees who contemplate to
“blow the whistle” against victimisation and harassment.
Confidentiality of all matters raised and the identity of the
whistleblower are protected under the Whistleblowing Policy.
Concerns raised anonymously will also be considered provided
they are clear and specific. Further details of the Policy are set
out on page 513 of this Annual Report.

Relationship with the Auditors

Internal Auditors

The Group Internal Audit reports functionally to the Audit
Committee (“AC”) of the Bank and has unrestricted access to the
AC. Its function is independent of the activities or operations of
other operating units. The Group Internal Audit regularly audits
the risk management, operating effectiveness of internal controls,
compliance with internal and regulatory requirements across the
Bank and the Group. The audit reports which provide the results
of the audit conducted along with audit recommendations and
management’s responses to these recommendations are tabled to
the AC on monthly basis. The Chief Audit Executive is invited to
attend the AC meetings to facilitate the deliberation of the audit
reports. The minutes of the AC meetings are subsequently tabled
to the Board for information and serve as useful references
especially if there are pertinent issues that the AC members wish
to highlight to the full Board.

External Auditors

The AC and the Board place great emphasis on the objectivity
and independence of the Bank’s Auditors, namely Messrs. Ernst &
Young, in providing the relevant and transparent reports to the
shareholders. As a measure of ensuring full disclosure of matters,
the Bank’s Auditors are regularly invited to attend the AC
meetings (as well as the Annual General Meetings), apart from
the twice yearly discussions with the AC without the presence of
the senior management.

A full report of the AC outlining its role in relation to the internal
and external auditors is set out on pages 134 to 138 of this
Annual Report.

Maybank Group’s Code of Ethics and Conduct

In addition to the Directors’ Code of Ethics as set out in the
BNM/GP7-Part 1 Code of Ethics: Guidelines on the Code of
Conduct for Directors, Officers and Employees in the Banking
Industry, and the Company Directors’ Code of Ethics established
by the Companies Commission of Malaysia, the Group also has a
Code of Ethics and Conduct that sets out the sound principles
and standards of good practice in the financial services industry,
which are observed by the Directors and employees. Both
Directors and employees are required to uphold the highest
integrity in discharging their duties and in dealings with

stakeholders, customers, fellow employees and regulators. This is
in line with the Group’s Core Values which give emphasis on
behavioural ethics when dealing with third parties and fellow
employees.

Corporate Integrity Pledge

Maybank Group reinforces its commitment to a high level of
accountability and transparency by being the first financial
institution in Malaysia to sign to the Malaysian Corporate
Integrity Pledge in August 2011.

The Pledge is as a result of collaboration among:-

e  Bursa Malaysia Berhad;

e Companies Commission of Malaysia;

e Malaysian Institute of Integrity;

e Malaysian Anti-Corruption Commission & NKRA Corruption

Monitoring & Coordination Division;

Securities Commission Malaysia; and

e Transparency International Malaysia and the Performance
Management and Delivery Unit (PEMANDU), Prime
Minister’s Office.

This declaration signifies to the public that the Group supports
and upholds Anti-Corruption Principles for Corporations in
Malaysia as well as work towards creating a business
environment that is free from corruption in the conduct of its
business and in its interactions with its business partners and the
Government.

Corporate Responsibility

The Board is satisfied that a good balance has been achieved
between value creation and corporate responsibility. Details of
the Group’s corporate responsibility initiatives are set out on
pages 92 to 95 of this Annual Report.

ADDITIONAL COMPLIANCE INFORMATION AS
AT 31 DECEMBER 2011

1. Utilisation of Proceeds
(@) RM2.0 billion Tier 2 Capital Subordinated Notes
- issued on 15 August 2011.
The proceeds raised from the RM Subordinated Notes
is for the purpose of funding Maybank’s working
capital and other corporate purposes.

(b) RM750 million Tier 2 Capital Subordinated Notes
- issued on 28 December 2011.
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The proceeds raised from the RM Subordinated Notes
is for the purpose of funding Maybank’s working
capital and other corporate purposes.

(c) RM250 million Tier 2 Capital Subordinated Notes
- issued on 28 December 20T11.

The proceeds raised from the RM Subordinated Notes
is for the purpose of funding Maybank’s working
capital and other corporate purposes.

(d) Dividend Reinvestment Plan (“DRP”) — Ongoing.

The net proceeds from the DRP (after deducting
estimated expenses for the DRP) is for the purpose of
funding the continuing growth and expansion of the
Maybank Group.

Share Buy-back

Maybank did not make any proposal for share buy-back
during the 6-month financial period ended

31 December 2011.

Options, warrants or convertible securities
Maybank did not issue any options, warrants or convertible
securities during the 6-month financial period ended

31 December 2011, save and except for the options issued
pursuant to the Employees’ Share Scheme.

Imposition of sanctions and/or penalties

There were no sanctions and/or penalties imposed on
Maybank and its subsidiaries, directors or management
by the relevant regulatory bodies, which were made
public during the 6-month financial period ended

31 December 2011.

Non-audit fees

Non-audit fees payable to the external auditors, Ernst &
Young, for the period amounted to RM5,561,000 for the
Group and RM1,516,000 for the Bank.

Variation in results

There was no profit forecast issued by Maybank and its
subsidiary companies during the 6-month financial period
ended 31 December 20T11.

10.

Profit guarantee

There was no profit guarantee issued by Maybank and its
subsidiary companies during the 6-month financial period
ended 31 December 2011.

Material Contracts

There were no material contracts entered into by the
Company and its subsidiaries involving Directors and
substantial shareholders, either still subsisting at the end of
the six-month financial period ended 31 December 2011 or
entered into since the end of the previous financial period.

Valuation Policy

The Company does not re-value its landed properties
classified as Property and Equipment. The revaluation policy
on landed properties classified as Investment Properties are
disclosed in Note 3.3 (x) of the financial statements.

Recurrent Related Party Transactions of a Revenue
or Trading Nature (“RRPT”)

The Company did not seek any mandate from its
shareholders nor enter into RRPT, which are necessary for
its day-to-day operation on terms not more favourable to
the related party than those generally available to the
public and are not to the detriment of the minority
shareholders for the 6-month financial period ended

31 December 20T11.

This statement is made in accordance with a resolution of the
Board dated 19 January 2012.

T&l.___

TAN SRI DATO’ MEGAT ZAHARUDDIN MEGAT MOHD NOR
Chairman of the Board



(6 months financial period ended 31 December 2011)
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The Board of Directors (the Board) acknowledges its overall responsibility for maintaining a sound system of Siratesy
internal control to safeguard the shareholders’ interest and the Group’s assets. The Board is of the view that
the Group’s system of internal control is designed to identify, manage and control the Group’s risks within an Performance
acceptable risk profile, rather than eliminate the risk of failure to achieve the policies, goals and objectives of -
the Group. It can therefore only provide reasonable, rather than absolute assurance of effectiveness against Review

material misstatement of management and financial information or against financial losses and fraud.

The Board has established appropriate control structures and
processes for identifying, evaluating, managing, and monitoring
significant risks that may affect the achievement of business
objectives. The control structure and process which has been
instituted throughout the Group is updated and reviewed from
time to time to suit the changes in the business environment and
this on-going process has been in place for the 6 months
financial period under review.

The role of Management includes identifying and evaluating the
risks faced by the Group, formulating related policies and
procedures to manage these risks, designing, operating and
monitoring a suitable system of internal control, and
implementing the policies approved by the Board.

Internal Control Structure

The key processes that the Board have established in reviewing
the adequacy and integrity of the Group’s internal control
systems include the following:-

Risk Management Framework

e  Establishment of an organisation structure with clearly
defined lines of responsibility, authority limits and
accountability aligned to business and operations
requirements which support the maintenance of a strong
control environment. It has extended the responsibilities of
the Audit Committee of the Board (“ACB”) to include the
assessment of internal controls, through the Internal Audit
function.

e Delegation of responsibility to the Risk Management
Committee (RMC) to review the effectiveness of risk
management. The Group Risk Management function
meanwhile facilitates to institutionalise the continuous
monitoring and evaluating of the Bank’s risk management
system. Any approved policy and framework formulated to

Responsibility

identify, measure and monitor various risk components Leadership
would be reviewed and recommended by the RMC to the

Board. Additionally, the RMC reviews and assesses the Governance

adequacy of these risks management policies and ensures

infrastructure, resources and systems are emplaced for risk Financial &

management. Others

Streamlining of the risk management frameworks, policies, AGM
Information

procedures and organisation structures across business
units, overseas units and subsidiaries of the Group in order
to embed and enhance the risk management culture across
the Group given the company’s regional growth plans.

Regular updating of risk management principles, policies,
procedures and practices to ensure relevance and
compliance with current/applicable laws and regulations.
The Group also adopted a whistle blowing policy, providing
an avenue for employees to report actual or suspected
malpractice, misconduct or violations of the Group’s policies
and regulations in a safe and confidential manner.

Implementation of Management Control Policy (MCP) and
Internal Control Policy (ICP). The MCP outlines the specific
responsibilities of Management, the Internal Audit
Committee (“IAC”) and the ACB pertaining to internal
control for the Group. The ICP is to create awareness
among all employees on the internal control components
and the basic control policy of the Group.

Implementation of Anti-Fraud Framework which provides
broad principles, strategy and policy for the Group to
promote high standard of integrity. The Framework
establishes robust and comprehensive programmes and
controls for the Group as well as highlights the roles and
responsibilities at every level for preventing and responding
to fraud.
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(6 months financial period ended 31 December 2017)

Establishment of the three (3) lines of Defence Concept

- risk taking units, risk control units and internal audit. The
risk taking units manage the day-to-day management of
risks inherent in their business activities while the risk
control units are responsible for setting the risk
management framework and developing tools and
methodologies. Complementing this is internal audit, which
provides independent assurance of the effectiveness of the
risk management approach.

Internal Audit Function

The Internal Audit function includes undertaking regular
reviews of the Group’s operations, the systems of internal
control by performing regular reviews of the business
processes to examine and evaluate the adequacy and
efficiency of financial and operating controls and highlights
significant risks and non compliance impacting the Group.
Where applicable, they provide recommendations to
improve on the effectiveness of risk management, control
and governance process. Management will follow up and
review the status of actions on recommendations made by
the internal and external auditors. Audits are carried out on
units that are identified premised on a risk based approach,
in cognisance with the Group’s objectives and policies in the
context of its evolving business and regulatory environment.

The IAC is a management committee chaired by the GCFO
and comprises senior level representatives from various
business and support units of the Bank. The IAC meets on a
scheduled basis to deliberate on the findings of all signed
audit and investigation reports and decide on the
appropriate action required to resolve audit issues covering
all aspects of the Bank’s business and operations. Where
required, representatives from the parties being audited are
requested to attend the IAC meeting to enable more
detailed deliberation and timely resolution of the matter at
hand. The IAC also follows up on the actions required by
the ACB. The IAC held 10 meetings during the 6 months
financial period ended 31 December 20T11.

The ACB meets on a scheduled basis to review any internal
control exceptions or non-compliance identified in reports
prepared by Internal Audit, the external auditors, regulatory
authorities and further evaluates the effectiveness and
adequacy of the Group’s internal control system. The ACB
has active oversight on the internal audit’s independence,
scope of work and resources. It also reviews the Internal

Audit function, particularly the scope of the annual audit
plan and frequency of the internal audit activities. The
minutes of the ACB are tabled to the Board on a monthly
basis. The ACB held 8 meetings during the 6 months
financial period ended 31 December 2011.

Other key elements of internal control

The other key elements of the procedures established by the
Board that provides effective internal control include:-

An annual business plan and budget is submitted to the
Board for approval. Actual performances are reviewed
against the targeted results on a monthly basis allowing
timely responses and corrective actions to be taken to
mitigate risks. The Board reviews regular reports from the
Management on progress of strategies and the key
operating statistics, as well as legal and regulatory matters.
The Board determines and approves any changes or
amendments to the Group’s policies.

Several Board Committees are set up to assist the Board to
perform its oversight function namely Credit Review
Committee, Nomination and Remuneration Committee and
Employee Share Scheme Committee. Specific responsibilities
have been delegated to these Board Committees with clear
terms of reference. These Committees have the authority to
examine all matters within their scope and report to the
Board with their recommendations. For more details on the
various Board Committees, please refer to page 125.



e Various Executive Level Management Committees (ELC) are
also established by Management to assist and support the
various Board Committees to oversee the core areas of
business operations. These ELCs include the Group
Executive Committee, Group Management Credit
Committee, Executive Risk Committee, Asset & Liability
Management Committee, Group Procurement Committee,
Group IT Steering Committee, Group Staff Committee and
Human Resource Disciplinary Committee.

® Recruitment and promotion policies/guidelines within the
Group are established to ensure appropriate persons of
calibre are selected to fill available positions. Formal
training programmes either face-to-face or through
e-learning, semi and annual performance appraisals and
other relevant procedures are in place to ensure that staff
are competent and adequately trained to enable them to
discharge their duties and responsibilities effectively. Proper
guidelines are also drawn up for termination of staff.

e Aclearly defined framework with appropriate empowerment
and authority limits has been approved by the Board for
acquisitions and disposals of assets, awarding tenders,
writing off operational and credit items, donations, as well
as approving general and operational expenses.

® There are policies and procedures in place to ensure
compliance with internal control and the prescribed laws
and regulations which are set out in the Group’s Standard
Practice Instruction and are updated periodically in tandem
with changes to the business environment or regulatory
guidelines.

Review of the Statement by External Auditors

The external auditors have reviewed this Statement on Internal
Control for inclusion in the annual report for the 6 months
financial period ended 31 December 2011.

Based on their review in accordance with the “Recommended
Practice Guide 5: Guidance for Auditors on the Review of
Directors’ Statement on Internal Control” (“RPG 5”) issued by the
Malaysian Institute of Accountants, the external auditors have
reported to the Board that nothing had come to their attention
that causes them to believe that the Statement on Internal
Control is inconsistent with their understanding of the processes
the Board have adopted in the review of the adequacy and
integrity of the internal control of the Group.

133

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership
Governance

Financial &
Others

AGM
Information



134 “ Malayan Banking Berhad
w Maybank Six Months Report — December 2011

audit committee report

A. COMPOSITION AND TERMS OF REFERENCE

Composition
1. The Committee shall be appointed by the Board of Directors from amongst its
non-executive directors and shall consist of at least (3) three members. The
Chairman and the majority of the Audit Committee members must be
independent directors and at least one (1) member of the committee must be:-
® a member of the Malaysian Institute of Accountants (MIA); or
e if heis not a member of the MIA, he must have at least three (3) years
working experience; and
i.  he must have passed the examinations specified in Part | of the First
Schedule of the Accountants Act, 1967; or
ii he must be a member of one (1) of the associations of accountants
specified in Part Il of the First Schedule of the Accountants Act,
1967.

2. Where the Chairman is unable to attend the meeting, the members shall elect
a person among themselves as Chairman.

3. Review of membership is undertaken once every three (3) years. This review
pertains to the terms of office and performance of the members.

Meetings

1. Meetings shall be held at least once a month or at a frequency to be decided
by the Committee and the Committee may invite any person to be in
attendance to assist in its deliberations. At least once a year, the Committee
shall meet with the external auditor without the presence of Management.

2. The Committee will regulate its own procedure particularly with regard to the
calling of meetings, the notice to be given of such meetings, the voting and
proceedings of such meetings, the keeping of minutes, and, the custody,
production and inspection of such minutes.

3. Upon the request of the external auditor, a meeting is to be convened to
consider any matter that the auditor believes should be brought to the
attention of the directors and shareholders.

Quorum
The quorum shall be two (2), both of whom are to be independent directors.

Secretary
The General Counsel & Company Secretary, En. Mohd Nazlan bin Mohd Ghazali is
the Secretary to the ACB.




Authority
The Committee is authorised by the Board to:

Investigate any activity or matter within its terms of
reference.

Promptly report to Bursa Malaysia Securities Berhad (“Bursa
Securities”) matters which have not been resolved
satisfactorily, thus, resulting in a breach of the Bursa
Securities Listing Requirements.

Obtain external independent professional advice, legal or
otherwise deemed necessary.

Maintain direct communication channels with external
auditors, person(s) carrying out the internal audit function
or activity, and with senior management of the Bank and its
subsidiaries.

Convene meetings with internal and external auditors,
without the attendance of the management, whenever
deemed necessary.

In discharging the above functions, the ACB has also been
empowered by the Board to have:-

B.

Necessary resources which are required to perform its
duties.

Full and unrestricted access to any information and
documents relevant to its activities.

DUTIES & RESPONSIBILITIES

The primary duties and responsibilities of the ACB with regards
to the Maybank Group’s Internal Audit function, external
auditors, financial reporting, related party transactions, annual
reporting and investigation are as follows:-

1.

Internal Audit

® Review the adequacy of the internal audit scope and
plan, functions and resources of the internal audit
function, Internal Audit Charter and that it has the
necessary authority to carry out its work.

® Review the internal audit reports and to ensure that
appropriate and prompt remedial action is taken by
Management on lapses in controls or procedures that
are identified by internal audit.

® Approve the appointment or termination of the Chief
Audit Executive and Heads of Department of Internal
Audit.

®  Assess the performance of the internal auditor;
determine/approve the remuneration and annual
increment of the internal auditor.

e Take cognisance of resignation of internal audit staff
and the reason for resigning.

External Audit

® Review the appointment and performance of external
auditors, the audit fee and any question of resignation
or dismissal and to make recommendations to the
Board.

® Assess the qualification, expertise, resources and
effectiveness of the external auditors.

e  Monitor the effectiveness of the external auditors’
performance and their independence and objectivity.

® Review the external auditors’ audit scope and plan,
including any changes to the planned scope of the
audit plan.

® Review major audit findings raised by the external
auditors and Management’s responses, including the
status of previous audit recommendations.

® Review the assistance given by the Group’s officers to
the external auditors and any difficulties encountered
in the course of the audit work, including any
restrictions on the scope of activities or access to
required information.

e Approve non audit services provided by the external
auditors.

Financial Reporting

Review the quarterly and year-end financial statements
focusing on:-

® any changes in accounting policy and practices.

e significant and unusual events and

e compliance with applicable Financial Reporting

Standards and other legal and regulatory requirements.

Related Party Transactions

Review any related party transactions and conflict of
interest situations that may arise within the Bank or
Maybank Group including transactions, procedures or
courses of conducts that may raise questions of
Management’s integrity.
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audit committee report

5. Annual Report
Report the Audit Committee’s activities for the financial
year.

6. Investigation
Instruct the conduct of investigation into any activity or
matter within its terms of reference.

7. Other Matters
Other matters as the Committee considers appropriate or
as authorised by the Board of Directors.

C. ACTIVITIES OF THE AUDIT COMMITTEE
DURING THE 6 MONTHS PERIOD

During the year under review, the Audit Committee in the
discharge of its duties and functions carried out the following
activities:

Attendance of meetings

A total of eight (8) meetings were held during the six months
financial period ended 31 December 2011. The details of
attendance of each of the member at the Committee meetings
held during the year are as follows:-

No. of
meetings
attended

during the
period under
review

Composition and name of
committee member

1 Tan Sri Datuk Dr Hadenan A. Jalil (Chairman)

- Appointed on 15/7/2009

- Independent Non-Executive Director 8/8
2 En Cheah Teik Seng (member)

- Appointed on 26/8/2009

- Independent Non-Executive Director 7/8
3 Dato’ Johan Ariffin (member)

- Appointed on 26/8/2009

- Independent Non-Executive Director 8/8
4 Dato* Sreesanthan Eliathamby (member)

- Appointed on 27/10/2010

- Non-Independent Non-Executive Director 7/8

The Audit Committee consists of three (3) Independent Non-
Executive Directors and one (1) Non-Independent Non-Executive
Director. One of the members (En Cheah Teik Seng) is a Fellow of
the Institute of Chartered Accountants in England and Wales.

This meets the requirement of the Bursa Securities Listing
Requirements which requires at least one qualified accountant as
a member of the Audit Committee.

The Audit Committee meets on a scheduled basis. The Group
Chief Financial Officer (GCFO) and the Chief Audit Executive
(CAE) are invited to attend the meetings. The External Auditors
are also invited to discuss their management letters, Audit
Planning Memorandum and other matters deemed relevant.

In addition to the scheduled meetings, the members of the Audit
Committee also had one (1) one-to-one session with the External
Auditors without the presence of the Management as required.

The Audit Committee also meets to discuss and review the
quarterly unaudited financial results and the annual audited
financial statements of the Bank and the Maybank Group. The
President & Chief Executive Officer (PCEO) and the Group Chief
Financial Officer (GCFO) are invited to attend these meetings,
together with the External Auditors.

Internal Audit (1A)

1. Reviewed the annual internal audit plan for the financial
year 2011/2012 to ensure adequate scope, coverage over the
activities of the Bank and the Group and the resource
requirements of internal audit to carry out its functions.

2. Reviewed the internal audit reports, audit recommendations
and management’s responses to these recommendations.

3. Reviewed the status report on Management'’s efforts to
rectify the outstanding audit issues to ensure control lapses
are addressed.

4. Reviewed the monthly audit performance reports to ensure
the adequacy, performance, progress, achievement, coverage
of the internal audit functions and noted the reasons for the
resignation of audit staff.

5. Reviewed the audit reports issued by regulatory authorities,
Management’s responses to the Regulators’
recommendations and the remedial actions taken to rectify
the weaknesses detected.

6. Reviewed the minutes of meetings of the subsidiary
companies’ ACB for an overview of the risk management
and internal control systems of those subsidiary companies.

Provided independent evaluation on the performance and
remuneration package of audit staff in accordance with the
regulatory requirements.



8.  Instructed the conduct of investigation into any activity or
matter within its terms of reference.

9. Reviewed the Audit Committee Report and Statement on
Internal Control.

10. Reviewed the minutes of meetings of the Internal Audit
Committee for an overview of the deliberation and remedial
actions taken by Management on the control lapses raised
by internal auditors.

Financial Reporting

1. Reviewed the quarterly unaudited financial results and the
annual audited financial statements of the Bank and the
Maybank Group to ensure that the financial reporting and
disclosure requirements are in compliance with accounting
standards, with special focus placed on changes in
accounting policy, as well as significant and unusual events/
transactions.

External Audit
12.  Reviewed with the external auditors:-
e The Audit Planning Memorandum and scope of work
for the year.
® The results of the audit, the relevant audit reports and
Management Letters together with Management’s
responses/comments to the findings.

13. Approved the non-audit services provided by the external
auditors.

14.  Evaluated the performance of the external auditors and
made recommendations to the Board on their re-
appointment.

Directors’ Training
15.  The training attended by the Committees is reported under

the Statement on Corporate Governance in pages 116 to 130.

E. INTERNAL AUDIT FUNCTION

The Group has a well established in-house Internal Audit (IA) to
assist the Board of Directors to oversee that Management has in
place a sound risk management, internal control and governance
system. The total costs incurred for maintaining the IA function
for 6 months financial period ended 31 December 2011 was
approximately RM17.0 million, comprising mainly salaries,
travelling and accommodation expenses and subsistence
allowances for audit assignments.
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The internal audit function is guided by its Audit Charter and

reports functionally to the ACB of the Bank and administratively mi\re

to the President & Chief Executive Officer, and is independent of

the activities or operations of other operating units. The principal Strategy
responsibility of IA is to undertake regular and systematic

reviews of the systems of internal control, so as to provide

reasonable assurance that such systems continue to operate Performance
efficiently and effectively. The scope of coverage of 1A

encompasses all units and operations of the Bank, including the EZ&:Z:{SS

subsidiaries. The selection of the units to be audited from the
audit universe leading to the formulation of the audit plan is
premised on a risk based approach and it is the responsibility of
the IA to provide the ACB with an independent and objective

Responsibility

report on the state of affairs of the risk management, internal Leadership
control and governance processes.
Governance
The internal audit function for Maybank operations and its
subsidiary companies in Malaysia and Papua New Guinea is Financial &
organised on a Group basis within Maybank. Technical support in | ©Others
the areas of credit risk, market risk, information technology
systems and developmental initiatives are centrally driven to AGM
Information

ensure consistency of standards and applications. When
approving the Annual Audit Plan, the ACB reviews Maybank A’s
human resource requirements to ensure that the function is
adequately and appropriately resourced. The internal audit
functions for the respective subsidiary companies in Philippines,
Indonesia, Singapore and Thailand are organised and supported
by the respective resident internal audit teams with direct
accountability to the respective Board Audit Committees of these
subsidiary companies.

The audit reports which provide the results of the audit
conducted in terms of the risk management of the unit, operating
effectiveness of internal controls, compliance with internal and
regulatory requirements and overall management of the unit are
submitted to the respective ACB for their review. Key control
issues, significant risks and recommendations are highlighted,
along with Management’s responses and action plans for
improvement and/or rectification, where applicable. This enables
the ACB to execute its oversight function by forming an opinion
on the adequacy of measures undertaken by Management.

The International Professional Practices Framework (IPPF) issued
by The Institute of Internal Auditors (I1A), the Practice Advisories
issued by the IIA, the Guidelines on Internal Audit Functions,
Bank Negara Malaysia’s Guidelines on Internal Audit Function of
Licensed Institutions and Guidelines on Management of IT
Environment are used where relevant as authoritative guides for
internal auditing procedures.
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During the period under review, the following activities were
carried out by IA:-

1. Executed independent assurance role through programmed
reviews of units and operations identified on a risk based
audit approach in the annual audit plan, to evaluate and
improve the effectiveness of risk management, internal
control and governance processes.

2. Reviewed the adequacy and appropriateness of the internal
controls and risk exposures in the new products/financing
packages.

3. Ascertained the extent of compliance with established
policies and procedures and statutory requirements.

4.  Besides the risk assurance activities, IA also conducts audits
on computer hardware, operating and application systems
as well as the information communication technology (ICT)
network of Maybank Group.

5. Carried out ad hoc assignments and special reviews as
instructed by the ACB.

10.

Recommended improvements and enhancements to the
existing system of internal control and work procedures/
processes.

Developed an annual audit plan premised on a risk based
approach and in cognisance with the Group’s objectives and
policies in the context of its evolving business environment,
taking into consideration input from Senior Management
and the ACB.

Carried out audit investigation into activities or matters as
instructed by the ACB and Senior Management.

Witnessed the tender opening process for procurement of
services.

Preparation of Audit Committee Report and Statement on
Internal Control for the Company’s Annual Report for six
months financial period ended 31 December 2011.



“We continue to build on our
existing capabilities to enhance
and embed a right risk culture
across the Group so that we can
better optimise our risk-return
tradeoffs to enhance our
shareholders value and to serve

our customers more effectively.”

Highlights

e Articulated our risk appetite to
better link our business strategies
with our risk taking capacities and
optimise our risk-return tradeoffs;

®  Strengthened our risk governance to
embed and enhance our risk
management and risk culture across the
Group, given our regional growth plans;

e Streamlined our risk reporting to
have more effective risk oversight of
our risks across the Group, given the
increasing complexity and
uncertainties of our market place
and our expansion plans; and

e Developed a risk competency
framework to allow us to continue to
develop and up-skill our risk
professionals.

OVERVIEW

During the financial period ended

31 December 2011, the Maybank Group
continues to take proactive measures to
manage various risks posed by the rapidly
changing business environment. These
risks, which include credit risk, market
risk, liquidity risk, reputational risk,
business risk, strategic risk and
operational risk, are systematically
managed within the Group’s risk
management framework.

™
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Amidst the various risk factors impacting the Group’s business operations, which include
changing regulatory landscape, external competitive environment and economic
landscape, the Group continues to plan, monitor and respond to these internal and
external risk factors in an anticipative manner. This was further accomplished through
the implementation of a Risk Transformation Programme (“RTP”).

The key objective of the RTP is to redesign the current state risk architecture of the
Group to align the capabilities of the Group risk function to the strategic aspirations of
the Group. The RTP is aimed at enhancing our overall risk management processes
globally, increase our ability to manage risks in all markets that we operate in, improve
business responsiveness, optimise our risk-return capabilities, and be a market leader
and thought leader in risk management in the region.

CURRENT
Consolidate and Deploy

MEDIUM TERM
Enhance and Integrate

FUTURE STATE
Value Creation

Establishing the
foundation and building
on current capabilities
of Risk Management
throughout the Group

Integrating fully risk as
a key driver of
risk-return optimisation
focused on value
creation and active
portfolio management
for the Group and its
subsidiaries

Optimising and

integrating risk into the
business to drive value
creation for the Group

Future State

— Current State
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Highlights of key risk achievements and measures undertaken by
the Group for the period, some of which are resultant from the
RTP initiatives, are as follows:

® Risk Weighted Assets (RWAs) Optimisation — Embarked on
various initiatives ranging from development of new rating
models, rigorous model reviews, managing stale ratings,
re-classification of assets, enhancement of collateral
management, etc, to optimise risk weighted assets, which in
turn would enhance our capital management and utilisation.

e Improve Credit Decisioning - Re-engineered end to end
credit processes, from marketing (first contact with
customer) up to loan disbursement for different business
segments namely, Global Wholesale Banking (GWB), SME
Banking and Business Banking, to turn-around our credit
decisions faster without necessarily compromising our risks.

®  Risk Reports Rationalisation & Standardisation — Assessed
the current inventory of risk reports produced to identify
consolidation cum streamlining opportunities to standardise
our risk reporting across the Group.

® Risk Competency Framework — Developed a comprehensive
risk talent blueprint to clearly articulate core risk
competencies required by Maybank’s risk professionals,
defined the training curriculum to build the required risk
capabilities and support the management of career
progression pathways and succession planning.

e  Credit Policy Architecture - Developed Credit Policy
Architecture across the Group to improve the governance
and streamline credit risk management.

® Risk Appetite Statement & Framework - Articulated our risk
appetite to better link our business strategies with our risk
taking capacities and to optimise our risk-return tradeoffs.

e Enhanced Risk Governance - Enhanced our risk governance
over the Embedded Risk Units, Overseas Units and Group
subsidiaries to improve our risk oversight and management
across the Group.

e IT Risk Infrastructure — Reviewed our IT Risk infrastructure
in order to consolidate the infrastructure to promote (i)
business process efficiency, (ii) alignment with enterprise-
wide infrastructure architecture, and (jii) single system of
truth, thus reducing IT infrastructure cost.

e Intitutionalise Operational Risk Management - Continued
efforts to institutionalise Operational Risk Management for
the Group by empowering business in driving operational
risk ownership and transforming the corporate culture to be
“ORM Aware’.

e  Treasury Risk Management System (TRMS) - Implemented
TRMS with target benefits to be derived from the complete
implementation at all centres as follows:

m  Ensure robust risk oversight capabilities;
m  Embed leading risk practices;

m  Promote greater synergy & facilitates holistic overview;
and

m  Enhance special capabilities & skill sets via global
deployment.

® Benchmarking Exercises - Conducted risk practices

benchmarking against leading practices to produce the best
in house practices and stay ahead of the curve.

Risk Governance Structures

Board of Directors

The Board of Directors is Maybank Group’s “ultimate
governing body” who has overall risk oversight responsibility.
It approves the Group’s risk management framework, risk
appetite, plans and performance targets for the Group and its
principal operating subsidiaries, the appointment of senior
officers, the delegation of authorities for credit and other risks
and the establishment of effective control procedures.

Board Level Committees

The RMC is a dedicated Board Committee responsible for the
risk oversight function within the Group. It is principally
responsible to review and approve key risk frameworks and
policies for the various risks.

The Credit Review Committee (CRC) is tasked by the Board to
review fresh or additional loan applications subject to
pre-determined authority limits and credit risk ratings as may
be recommended by the GMCC.

Executive Level Committees

Executive Risk Group Asset & Group
Committee | Operational | Liability Mgt. | Management

(ERC) Risk Mgt. Committee Credit
Committee ((:\Xe(o)] Committee
(GORMC) (GMCCQ)

The ERC, GORMC, ALCO and GMCC are Executive Level
Committees responsible for the management of all material
risks within the Bank. The scope of ERC encompasses all risks
type, whilst the GORMC caters specifically to operational risk
matters. The ALCO is primarily responsible for the
development and implementation of broad strategies and
policies for managing the consolidated balance sheet and
associated risks. The GMCC is empowered as the centralised
loans approval committee for the Group.



To further enhance governance over the Embedded Risk Units,
Overseas Units and Group subsidiaries, an enhanced risk
governance was implemented with the following objectives:

To align risk management practices across the Group.

To align the implementation of Group’s risk frameworks and
policies.

To enhance risk oversight by Group.

To provide clarity in the roles and responsibilities of risk
management functions within business sectors, subsidiaries,
overseas branches and units.

To allocate more dedicated resources in supporting risk
management functions.

To align the Group’s risk management practices to leading
risk management practices.

To improve scalability and repeatability of risk management
functions in supporting the Group’s regional growth.

Enterprise Risk Management
Enterprise Risk Management Tools employed include the
following:

Risk Reporting
The various reports produced enable the Group to have an

oversight of the risks faced in the Group: °
e Risk Heat Map highlights the key risks facing the Group and
the trend of these risks. This is reported to the Board on a °
quarterly basis.
e  Enterprise Risk Dashboard tracks the key enterprise risk
metrics/indicators, which are levers that impact capital
adequacy, efficiency of capital usage, profitability, asset
quality and reputation, of the Group. It also provides on
exception basis, the major Group entities’ key risk concerns.
This is reported to the RMC and ERC on a monthly basis. °
e ICAAP reports analyse all material risks faced by the Group
and assess the adequacy of our capital to support them.
®  Stress test reports serve as a forward-looking risk and
capital management tool to understand our risk profile
under extreme but plausible conditions. Stress testing is
RISK REPORTING RISK MEASUREMENT TOOLS
» Risk Heat Map »  Value-at-Risk
» Enterprise Risk Dashboard e Economic Value-at-Risk
» ICAAP Reports » Earnings-at-Risk
e Group Stress Test Reports « PD, EAD, LGD
+ Industry Research Reports + Risk Ratios
» Business Continuity Reports » Risk-adjusted Return on
» Regulatory Examination Capital, Performance
Reports Measurement Framework

e Return on RWAs

conducted at least on a half-yearly basis, and as and when
there is a trigger event.

Industry research reports provide an assessment of industry
risk and guide credit originators on risk avoidance or
lending opportunities based on the outlook of the industry
under review.

Business continuity plans aim in ensuring business
continuity and people safety in event of disruption and
disaster.

Regulatory examination reports highlight regulatory issues
from our home and host regulatory authorities so as to
ensure that all risk gaps as highlighted by the regulators are
addressed appropriately.

Risk Measurement Tools

Risk measurement tools help the Group understand, quantify and
manage the potential impact of the risks faced. Some of these
risk measurement techniques employed by the Group are as
follows:

Value-at-risk measures the potential loss of future value
resulting from adverse movement in market factors over a
specified period of time within a specified confidence level,
under a normal business situation.

Economic value-at-risk focuses on how the economic value
of assets, liabilities and off-balance sheet instruments
changes with movement in interest rates.

Probability of default (PD) measures the likelihood that a
borrower will default over a given time horizon, exposure-at-
default (EAD) measures the amount of facility that is likely
to be drawn if a default occurs, and loss given default (LGD)
measures the proportion of exposure lost if a default occurs.
All these elements when multiplied together generate the
result of the expected loss (EL).

The rest of the measurement tools form the basis for risk
adjusted performance management, and with these
elements emplaced would improve the overall risk culture,
enhance qualitative standards and elevate quantitative
measures within the Group.

RISK MANAGEMENT SYSTEMS

» TRMS Thomson Reuters

» SAP Bank Analyzer

»  Group Exposure
Management System

» Algo Ops Risk System

»  Group Collateral
Management System

» Credit Risk Rating Systems
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risk management

Maybank Group’s Risk Appetite
The Group’s risk appetite statements were
articulated and approved by the Board to
Risk Taking Capacity (‘RTC’) is the maximum amount of better link our business Strategies with
Risk Taking Capacity risk a bank’s capital base is able to withstand, which are our risk taking capacities and optimize our
in turn linked to its limit setting, etc. R
risk-return tradeoffs. From Maybank’s

perspective, risk appetite links the risk
The desired Risk Profile of the bank are .
Target Risk Profile managed by the limits set strategy of the Group to the business
strategy through desired target ratings
(solvency), earnings volatility and risk

Risk Appetite defines the quantum of risk a bank is willing to accept

RISK based on its business model, target rating, target share price, etc.

APPETITE

The bank’s actual Risk Profile L.
utilisation of limits limits.

Actual Risk Profile

Effective Capital Management

Risk Management Systems ®  Algo Operational ris!< syste.m Strategies
The Group has invested extensively on managed the operational risks of the = Maybank Capital Management
various risk management systems to Group. Framework demonstrates top-down and
further enhance its risk management e Group (;ollateral Management bottom-up steps required to ensure a
capabilities. These systems include: system is a central collatferal . comprehensive approach to capital
e  Treasury Risk Management System management system, which provides management.

(TRMS) implemented to ensure more the framework for meeting specific

robust risk oversight capabilities over oper.ational and monitoring Please refer to page 412 to 413 for a more

treasury related risks. requirements l.mder. I'3ase.l Il for the detailed write-up on Capital Management
®  SAP Bank Analyzer, which is a Basel use of credit risk mitigation and the ICAAP process.

Il compliant risk weighted assets techniques.

(RWA) calculation tool, measures the ~ ®  Credit risk rating systems allow the

RWA on an aggregated basis of the Group to assess and measure

various asset classes in the Group. borrowers’ credit risk based on
®  Group exposure management system internal rating models.

managed the exposure limits at
Group level and provides a platform
to manage concentration of exposure
to single borrowers.

LEVEL TOP DOWN
- Development of business plan « Specification of required returns
Board & S - Development of capital plan « Definition of risk limits for business lines <=
Senior « Definition internal capital target « Specification of framework for risk assessment
Management « Setting of top-down risk apetite Reporting to
Tactical Risk ERC, ALCO,
Management Group Exco,
Activities RMCand
Board
BOTTOM UP
. « Risk identification « Risk aggregation
Aflalytlcal _> « Risk measurement « Risk capital allocation _—
Risk « Individual risk monitoring « Monitoring of overall risk in comparison with capital
Management « Risk reporting

Please refer to “Basel Il Pillar 3 Disclosures” for detailed disclosures and write-ups on Risk Management.



anti-money laundering/counter
financing of terrorism policy

Maybank Group is at the forefront of the Government and Bank
Negara Malaysia’s continuous initiatives and efforts in the
prevention of the use of the banking system for illicit, laundering
and terrorism financing activities.

The Group demonstrates its full commitment and support to high
standards of compliance with the Anti-Money Laundering/
Counter Financing of Terrorism (AML/CFT) requirements by
establishing robust and comprehensive policy, procedures,
processes and systems for the prevention and detection of
money laundering and terrorist financing activities.

The enterprise-wide AML/CFT programme is subject to periodic
reviews to ensure that it remains robust and complies with the
requirements of the Anti-Money Laundering and Anti-Terrorism
Financing Act 2001 (AMLATFA 20071), the Financial Action Task
Force (FATF) Recommendations as well as International best
practices.

Key measures undertaken in Maybank Group include having in
place the following:

@  Policy and procedures which outline the roles and
responsibilities as well as establish clear accountability of all
employees within the Group;

e  Customer Due Diligence measures which emphasise the
importance of ascertaining customer’s identity and
establishing the ultimate economic beneficiary via
documentary and/or non documentary mechanisms;

® Sophisticated filtering and effective detection system to
scrutinise customers’ transactions for reporting of
suspicious activities to the Financial Intelligence Unit, Bank
Negara Malaysia on timely basis;

®  Provision of full and timely disclosure of suspicious
transactions/circumstances to the relevant authorities as
provided under all applicable laws/respective jurisdictions;

® Record keeping of all identification/transaction details
obtained for the purpose of customer identification as well
as of all documents in accordance with statutory
requirements; and

® Regular communication, supplemented with latest updates
on AML/CFT and training programs through various
channels were undertaken to raise staff awareness at all
levels within the Group.

The extensive infrastructure and resources invested reaffirms the
Group’s full commitment and strong support to international
efforts in combating money laundering, the financing of terrorism
and other criminal activities.

Entities within the Group, regardless of geographic locations, are
strongly committed in ensuring compliance with the Group-wide
AML/CFT Policy as well as applicable AML/CFT legislations
within the jurisdiction they operate in adopting the most rigorous
standards.

The Group fully co-operates with the enforcement agencies and
competent authority in the investigation of money laundering
and/or financial crime.
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In Respect of the Audited Financial Statements

The directors are required by the Companies Act, 1965 and the Bursa Malaysia’s Listing Requirements to prepare financial statements
for each financial year which give a true and fair view of the state of affairs of the Group and the Bank at the end of the financial
period and of their results and cash flows for the financial period then ended.

In preparing the financial statements, the directors have:

. considered the applicable approved accounting standards in Malaysia;

. adopted and consistently applied appropriate accounting policies;

. made judgments and estimates that are prudent and reasonable; and

. prepared the financial statements on a going concern basis as the Directors have a reasonable expectation, having made
enquiries, that the Group and the Bank have adequate resources to continue in operational existence for the foreseeable future.

The directors have the responsibility for ensuring that the Group and the Bank keep accounting records which disclose with reasonable
accuracy the financial position of the Group and the Bank which will enable them to ensure that the financial statements comply with
the Companies Act, 1965 and the Bursa Malaysia’s Listing Requirements.

The directors have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Group
and the Bank and to prevent and detect fraud and other irregularities.



analysis of financial statements

ANALYSIS OF STATEMENTS OF FINANCIAL POSITION

RM billion Decl  Jun1l  Growth
Cash and short-term funds 491 388 265%
Deposits with financial institutions 6.5 103 -373%
Securities purchased under resale agreements 14 - -
Securities portfolio 68.1 610 T1.5%
Loans, advances and financing 2044 2540 8.1%
Life, general takaful and family takaful fund assets 199 192 37%
Other assets 320 287 16%
Total Assets 4513 4120 9.5%
Deposits from customers 337 2820 M3%
Deposits and placements of banks and Financial Institutions 36.8 B3 104%
Borrowings 12 54 319%
Subordinated debts 14.2 108 311%
Capital Securities 61 61 -01%
Insurance & Takaful liabilities & policyholders’ funds 199 192 37%
Other liabilities 18.8 226 -111%
Total Liabilities 4166 3795  9.8%
Shareholders Funds 34 315 63%
Non-controlling interest 12 10 220%
Total Liabilities & Equity 4513 4120 9.5%
Loan-to-deposit Ratio 81.5%  90.1%

Total Assets

For the 6-month period ended 31 December 2011, the Group’s
total assets grew by 9.5% or RM39.3 billion to RM451.3 billion. At
the Bank level the total assets rose by 10.3% or RM30.2 billion.
The Group’s total assets growth was contributed mainly by
growth in net loans and advances of RM20.5 billion or 8.1%
followed by growth in cash and short-term funds of RM10.3
billion or 26.5% and securities portfolio of RM7.0 billion or 11.5%.

Securities Portfolio

The Group’s securities portfolio increased by RM7.0 billion or
11.5% mainly due to increase in money market instruments. 71.3%
of the securities portfolio comprised securities available-for-sale,
followed by 14.5% of securities held-to-maturity and 14.2% of
securities held-for-trading.

Deposits and Placements with Financial Institutions
The Group’s deposits and placements with financial institutions
declined by RM3.84 billion to RM6.5 billion or a decline of 37.3%.

Life, General Takaful and Family Takaful Fund Assets
This balance sheet item grew by 3.7% to RM19.9 billion as at

31 December 2011, in line with the growing insurance and takaful
business of the Group.

Loans, Advances and Financing

The Group’s net loans, advances and financing for the 6-month
period ended 31 December 2011 grew 8.1% to RM274.4 billion.
The Group’s gross loans growth came mainly from its overseas
operations which recorded a growth of 13.3% compared to
domestic loans which grew at 4.7% (please refer to page 55 for
details on Group gross loans).

Asset quality continued to improve with net impaired loan ratio
improving to 1.86% as at 31 December 2011, compared to 2.25%
as at 30 June 2011.

Total Liabilities

Total liabilities of the Group grew by 9.8% or RM37.1 billion to
RM416.6 billion for the 6-month period ended 30 June 2011. The
bulk of the overall increase was attributed to a growth in
deposits from customers.

Deposits from Customers
The Group’s customer deposits grew 11.3% or RM31.7 billion to

RM313.7 billion while at the Bank level it rose by 10.6% or RM21.4

billion to RM222.9 billion.

The Group’s overall deposit funding mix continued to show a
shift to a higher reliance on the Group’s ‘higher cost’ fixed
deposits which saw an increase to 58.2% from 54.2% of total

customer deposits from June 2011. The lower cost fund consisting

of savings and demand deposits as a proportion of total
customer deposits dipped to 33.5% from 36.1% in June 2011.

Deposits and Placements of Banks and Financial
Institutions

This item increased by 10.4% or RM3.5 billion due to the need to

access the interbank market to fund the strong loans growth.

Shareholders’ Equity

The Group’s shareholders’ equity rose by 6.3% or RM2.0 billion
to RM33.4 billion from 30 June 2011 mainly due to increase in
share premium and share capital due to shares issued pursuant
to the Dividend Reinvestment Plans.
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6-Month FP11 6-Month FY11 YoY

RM million 31DecTl  31Dec10**  Change
Net interest income 4,026.3 3,587.8 12.2%
Net Fund based income (Islamic Banking) 865.5 623.8 387%
Total net fund based income 4,891.8 40116 16.2%
Net income from insurance business* 418.8 121.8 221.8%
Non-interest income 2314.2 1,989.2 19.4%
Fee based income (slamic Banking) 1425 107.2 32.9%
Total fee-based income 29355 2,224.2 32.0%
Net income 78213 6,435.8 216%
Overhead expenses (3941.8) (3136) 25.7%
Operating Profit before allowances for losses 3,885.5 3,299.7 17.8%
on loans
Allowance for losses on loans (3291 (382.2) 13.9%
Impairment losses on securities, net (67.2) (20.2) 232.5%
Operating Profit 3,489.2 2,897.2 20.4%
Share of profits in associates 74.2 69.2 13%
Profit before taxation and zakat 35634 2966.4 201%
Taxation & Zakat (8871) (786.) 12.8%
Non-controlling interest (933) (269) 246.5%
Profit attributable to equity holders of 2,583.1 2,153.4 20.0%

the Bank
EPS (sen) 34.42 30.25 13.8%

* net of insurance claims
** ynaudited

The Group’s revenue (net income) registered a growth of 21.6%
to RM7.8 billion in the 6 month period ended 31 December 2011
compared to RM6.4 billion in the corresponding period ended
31 December 2010.

Net Fund Based income for the Group rose significantly by
RM680.2 million or 16.2% when compared to the previous
corresponding period ended 31 December 2010 as a result of
stronger loan growth.

Net income from insurance, takaful & asset management
business for the 6-month period ended 31 December 2011
increased by RM291.0 million or 227.8% to RM418.8 million due

to the transfer of actuarial surplus (Note: Nil in the previous
corresponding period) and a one-off net surplus adjustment
arising from the adoption of new Valuation Guidelines issued by
Bank Negara Malaysia with effect from 1 July 2011.

Non-interest income and fee income from Islamic Operations
increased by RM385.0 million or 19.4% and by RM35.3 million or
32.9% respectively compared to the previous corresponding
period ended 31 December 2011. The increase was mainly due to
the overall increase in fee income activities and the contribution
by Maybank Kim Eng Holdings Ltd (“Kim Eng Group”) where in
the previous corresponding period, Kim Eng Group’s financial
result were not consolidated as it was acquired in May 2011.

Overhead expenses of the Group increased by RM805.7 million or
25.7% with the inclusion of overhead expenses of Kim Eng Group
(Note: Nil in the previous corresponding period). When compared
to the previous corresponding period, overhead expenses
excluding Kim Eng Group would amount to a 13.8% increase only.
Higher overhead expenses was mainly contributed by personnel
cost which grew by 25.5% to RM2,096.7 million. Other expenses
component included IT expenses which rose 16.9%, marketing
expenses by 13.9% and administration and general expenses by
29.1%.

Allowance for losses on loans, advances and financing decreased
by RM53.2 billion or 13.9% to RM329.1 million. The decline was
mainly due to higher recoveries and lower allowances in the
domestic banking operations as a result of lower individual
allowance.

The Group’s Profit Attributable to Equity Holders of the Bank for
six month financial period ended 31 December 2011 rose 20.0%
to RM2.583.1 billion contributed by 21.6% growth in net income
and 13.9% decline in allowance for losses on loans. This resulted
in higher earnings per share of 34.4 sen compared to 30.2sen in
the corresponding period ended 31 December 2011.

The effective tax rate of the Group is 24.9% which is lower than
the statutory tax rate of 25%.



The directors have pleasure in presenting their report together
with the audited financial statements of the Group and of the
Bank for the six-month financial period ended 31 December 2011.

The Bank is principally engaged in all aspects of commercial
banking and related financial services.

The subsidiaries are principally engaged in the businesses of
banking and finance, Islamic banking, investment banking
including stock broking, underwriting of general and life
insurance, general and family takaful, trustee and nominee
services, asset management and venture capital. Further details
of the subsidiaries are described in Note 55.

There were no significant changes in these activities during the
financial period.

Group Bank

RM’000 RM’'000

Profit before taxation and zakat 3,563,401 2,670,185

Taxation and zakat (887,071) (604,900)

Profit for the period 2,676,330 2,065,285
Attributable to:

Equity holders of the Bank 2,583,069 2,065,285

Non-controlling interests 93,261 -

2,676,330 2,065,285

There were no material transfers to or from reserves or
provisions during the financial period other than as disclosed in
the financial statements.

In the opinion of the directors, the results of the operations of
the Group and the Bank during the financial period were not
substantially affected by any item, transaction or event of a
material and unusual nature other than the changes in
accounting policies and disclosures as disclosed in Note 3.2 to
the financial statements.
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The amount of dividends paid by the Bank since 30 June 2011 We Are
were as follows:
RM’'000 Strategy
In respect of the financial year ended 30 June oot
2011 as reported in the directors’ report of that erformance
year:
Business
Review
Final dividend of 32 sen less 25% taxation
con.5|st of cash portion of 4 sen (net‘3 sen) per Responsibility
ordinary share and an electable portion of 28
sen (net 21 sen) per ordinary share, on
. Leadership
7,478,216,067 ordinary shares, declared on 29
September 2011 and paid on 28 December 2011 1,794,772
Governance
At the forthcoming Annual General Meeting, a final dividend in —
respect of the current financial period ended 31 December 2011 g?ﬁ::slal &
of 36 sen less 25% taxation on 7,639,437,483 ordinary shares,
amounting to a net dividend payable of RM2,062,648,120 (net 27 AGM
sen per ordinary share) will be proposed for the shareholders’ Information

approval.

The proposed gross dividend consists of cash portion of 4 sen
(net 3 sen) per ordinary share to be paid in cash amounting to
RM229,183,124 and an electable portion of 32 sen (net 24 sen) per
ordinary share amounting to RM1,833,464,996 which can be
elected to be reinvested in new ordinary shares in accordance
with the Dividend Reinvestment Plan as disclosed in Note 29(b)
to the financial statements and subject to the relevant regulatory
approvals as well as shareholders’ approval at the forthcoming
Annual General Meeting.

The financial statements for the current financial period do not
reflect this proposed dividend. Such dividend, if approved by the
shareholders, will be accounted for in equity as an appropriation
of retained profits in the next financial year ending

31 December 2012.
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The Maybank Group Employees’ Share Scheme (“ESS”) is
governed by the by-laws approved by the shareholders at an
Extraordinary General Meeting held on 13 June 2011. The ESS was
implemented on 23 June 2011 and is in force for a maximum
period of seven (7) years from the effective date. The ESS
consists of two (2) types of performance-based awards in the
form of Employee Share Option Scheme (“ESOS”) and Restricted
Share Unit (“RSU").

A separate cash-settled performance-based scheme (“CESOS”)
will be made available at the appropriate time to the eligible
employees of overseas branches and subsidiaries of the Bank
which include PT Bank Internasional Indonesia Tbk, PT Maybank
Syariah Indonesia, Maybank Philippines Incorporated and
Maybank (PNG) Limited, subject to achievement of performance
criteria set out by the Board and prevailing market practices in
the respective countries.

The CESOS award is a cash plan and may be awarded from time
to time up to five (5) tranches. The award will be subject to
fulfilling the performance targets, performance period, service
period and other vesting conditions as stipulated in the CESOS
Guidelines, save for the first CESOS tranche whereby no
performance targets shall be applicable.

The amount payable for each CESOS tranche will correspond to
the number of reference shares awarded multiplied by the
appreciation in the Bank’s share price between the price at the
time of award and the time of vesting of which the vesting date
shall be at the end of the three (3) years from the date of each
CESOS tranche. The Bank has granted a total of 715,900 CESOS
to overseas branches in previous financial year ended 30 June
2011. There was no granted share options under CESOS that have
vested during the current financial period ended 31 December
201.

On 23 June 2011, the Bank granted five (5) tranches under the
ESOS amounting to 405,308,500 options based on the
assumption that the eligible employees met average performance
targets. The first tranche of ESOS amounting to 80,871,000
options have been vested and exercisable for the financial year
ended 30 June 2011, while the remaining tranches of ESOS and
the corresponding number of ESOS will be vested and exercisable
upon fulfillment of predetermined vesting conditions including
service period, performance targets and performance period.
Each option has an exercise price of RM8.82 and will expire on 23
June 2016. However, on 15 December 2011, the ESS Committee
approved the reduction of the ESOS exercise price to RM8.78
from RM8.82 following the issuance of 161,221,416 new ordinary
shares of RM1 each pursuant to the implementation of the third
Dividend Reinvestment Plan (“DRP”) at a discount of
approximately 7.83% to the Ex-Dividend Volume Weighted
Average Market Price (“VWAMP”) of RM7.92. The reduction in the
exercise price is effective from 29 December 2011 onwards. There
was no granted share options under the ESOS that have vested
during the current financial period ended 31 December 2011.

For the current financial period ended 31 December 2011, 9,000
share options under the ESOS have been exercised, as disclosed
in Note 29(d).

The Bank also granted a total of 3,590,000 RSU in the previous
financial year ended 30 June 2011. The RSU will be vested and
awarded upon fulfillment of predetermined vesting conditions
including service period, performance targets and performance
period. The RSU will expire on 23 June 2018. There was no RSU
granted or vested during the current financial period ended 31
December 20T11.

The maximum number of ordinary shares of RM1 each in the
Bank available under the ESS should not exceed 10% of the total
number of issued and paid-up capital of the Bank at any point of
time during the duration of the scheme. Other principal features
of the ESS are disclosed in Note 29(c) to the financial statements.

The Bank has been granted exemption by the Companies
Commission of Malaysia from having to disclose the names of
employees who have been granted options which have been
vested to subscribe for less than 200,000 ordinary shares of RM1
each during the financial period. There were no share options
granted or vested during the current financial period ended 31
December 20T11.



The names of option holders who were granted options which have been vested to subscribe for at least 200,000 ordinary shares of

RM1 each in the last financial year are as follows:

Name

Dato’ Sri Abdul Wahid bin Omar
Lim Hong Tat

John Chong Eng Chuan

Hans de Cuyper

Dato’ Khairussaleh bin Ramli
Abdul Farid bin Alias

Number of share options

1.7.201M Exercised 31.12.20M
'000 '000 '000
500 - 500
200 - 200
200 - 200
200 - 200
200 - 200
200 - 200

All the options were granted on 23.6.2011 at an exercise price of RM8.82 which has been revised to RM8.78 on 29 December 2011 as
disclosed above, which can then be exercised within a period of five (5) years. Further details on the ESS is disclosed in Note 29(c) to

the financial statements.

During the current financial period, the Bank increased its issued
and paid up capital from RM7,478,206,067 to RM7,639,437,483
via:

(@) issuance of 10,000 new ordinary shares of RM1 each for
cash, to eligible persons who exercised their options under
the ESS, as disclosed in Note 29(d)(ii) to the financial
statements; and

(b) issuance of 161,221,416 new ordinary shares of RM1 each
arising from the Dividend Reinvestment Plan (“DRP”)
relating to electable portion of the final dividend of 21 sen
(net) in respect of financial year ended 30 June 2011, as
disclosed in Note 43(b) to the financial statements.

The new ordinary shares issued during the financial period rank
pari passu in all respects with the existing ordinary shares of the
Bank.

The directors who served since the date of the last report and
the date of this report are:

Tan Sri Dato’ Megat Zaharuddin bin Megat Mohd Nor (Chairman)
Dato’ Mohd Salleh bin Hj Harun (Vice Chairman)

Dato’ Sri Abdul Wahid bin Omar (President and Chief Executive
Officer)

Tan Sri Datuk Dr Hadenan bin A. Jalil

Dato’ Seri Ismail bin Shahudin
Dato’ Dr Tan Tat Wai

Encik Zainal Abidin bin Jamal
Dato’ Sreesanthan Eliathamby
Dato’ Johan bin Ariffin

Mr Cheah Teik Seng

Mr Alister Maitland

Datuk Mohaiyani binti Shamsudin

Neither at the end of the financial period, nor at any time during
that period, did there subsist any arrangement to which the Bank
or its subsidiary was a party, whereby the directors might acquire
benefits by means of acquisition of shares in or debentures of
the Bank or any other body corporate, other than as may arise
from the share options and the RSU pursuant to the ESS.

Since the end of the previous financial year, no director has
received or become entitled to receive a benefit (other than a
benefit included in the aggregate amount of emoluments
received or due and receivable by the directors from the Bank
and related corporations, or the fixed salary of a full time
employee of the Bank as disclosed in Note 37 to the financial
statements) by reason of a contract made by the Bank or a
related corporation with the director or with a firm of which he is
a member, or with a company in which he has a substantial
financial interest.
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According to the register of directors’ shareholdings, the interests of directors in office at the end of the financial period in shares,
share options and RSU of the Bank during the financial period were as follows:

Number of ordinary shares of RM1 each

Issued
pursuant
Direct interest 1.7.201M Acquired to DRP 31.12.20M
Tan Sri Dato’ Megat Zaharuddin bin Megat Mohd Nor 39,032 - 1122 40,154
Dato’ Mohd Salleh bin Hj Harun 305,981 - 8,801 314,782
Dato’ Seri Ismail bin Shahudin 22,593 - 649 23,242
Dato’ Sreesanthan Eliathamby 51,948 - 1,494 53,442
Dato’ Johan bin Ariffin 122,805 - 3,532 126,337
Indirect interest
Tan Sri Dato’ Megat Zaharuddin bin Megat Mohd Nor * 25,942 - 746 26,688
Tan Sri Dato’ Megat Zaharuddin bin Megat Mohd Nor ** 30,832 - 886 31,718
Dato’ Dr Tan Tat Wai * 5,315 - 152 5,467

* Interest by virtue of shares held by spouse.
** Interest by virtue of shares held via children’s account.

Number of options over ordinary shares of RM1 each

Original
Exercise Granted on
Price (RM) 23.6.2011 1.7.201 Vested Exercised 31.12.2011
Dato’ Sri Abdul Wahid bin
Omar 8.82# 2,500,000 500,000 - - 500,000

#  Revised to RM8.78 on 29 December 2011 as disclosed above in the section for ESS.

Number of Restricted Share Units (“RSU”) of ordinary shares of RM1 each
Granted on
23.6.2011 1.7.201M Vested Awarded 31.12.201

Dato’ Sri Abdul Wahid bin Omar 200,000 - - - -

The remaining options and RSU which were granted to the director on 23 June 2011 have not been vested as at 31 December 2011.
The remaining ESOS and the RSU will be vested and exercisable or awarded upon fulfillment of vesting conditions or predetermined
performance metrics including service period, performance targets and performance period.

None of the other directors in office at the end of the financial period had any interest in shares in the Bank or its related corporations
during the financial period.



RATING BY EXTERNAL RATING AGENCIES
Details of the Bank’s ratings are as follows:

Rating agency Date

Rating classification

Rating received

Moody’s Investors Service 4 October 20T

Standard & Poor’s (“S&P”) 20 December 2011

Fitch Ratings 19 April 2011

RAM Ratings Services Bhd (“RAM”) December 2011

Malaysian Rating Corporation Bhd 23 March 2011

Long-term Foreign Currency Bank Deposit/Outlook
Short-term Foreign Currency Bank Deposit
Long-term Local Currency Bank Deposit/Outlook
Short-term Local Currency Bank Deposit

Bank Financial Strength Rating/Outlook

Jr Subordinate

Long-term counterparty
Short-term counterparty
Certificate of Deposit
Preferred Stock (1 Issue)
Subordinated (2 Issues)
Senior Unsecured (1 Issue)
Outlook

Foreign Long-term Issuer Default Rating
Local Long-term Issuer Default Rating
Individual Rating

Support Rating

Support Rating Floor

USD Sub Debt

SGD Tier 1 Capital Securities

Long-term Financial Institution Ratings
Short-term Financial Institution Ratings
Tier-1 Capital Securities

Subordinated Bonds

Outlook (Long-term)

Long-term Financial Institution Ratings
Short-term Financial Institution Ratings
Outlook

A3/Stable

P-1/Stable
Al/Stable
P-1/Stable
C/Stable
Baa2/Stable

A_

A-2
A-/A-2
BBB-
BBB+
cnAA
Stable

A-/Stable
A-/Stable
B/C

2

BBB
BBB+
BBB

AAA
P1
AA2
AAT
Stable

AAA
MARC-1
Stable
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2012 Global GDP is expected to grow 3.0%, a decline from a
forecast growth of 3.3% in 2071 as the current negative global
economic environment persists. The Eurozone is expected to fall
into a recession as it continues to struggle with huge debt
problems. The US is expected to grow at a lower rate and China
will see slower economic growth in 2012.

Despite this challenging time globally, the Group expects to see
reasonable growth in its business for the financial year ending
December 2012. In the three home markets that Maybank Group
operates, namely Malaysia, Singapore and Indonesia, which
collectively contributes 95.3% and 94.3% of the Group’s income
and profit respectively, the 2012 GDP is expected to grow
3.5%-4.0%, 3.0% and 6.3% respectively, albeit more moderately
from 20171. Domestic investment, led by the implementation of
various projects under the Economic Transformation Programme
(“ETP”) will be the key drivers for growth in Malaysia where the
Overnight Policy Rate (“OPR”) is expected to remain at 3.0%
throughout 2012 which will help accommodate growth.

In Indonesia, strong domestic demand, coupled with the

relatively under-penetrated banking loans to the overall economy

will generate one of the strongest economic growth rates in
ASEAN. Singapore being an expert-oriented economy will see a
slower growth from 5.1% experienced in 2011.

With the greater downside risk, the Group will adopt a strategy

of responsible growth with equal focus on managing asset quality

and liquidity through sound risk management practices.

In 2012, regionalisation continues to be a major theme for the
Group, particularly in building a truly regional organisation and
governance structure across all functions, in building physical
infrastructure such as IT (for example branch front end and cash
management system) and in delivering value (for example
investment banking and global wholesale banking, credit cards,
global markets, payments). This year will also see the Group’s
focus on further raising customer service quality, embedding the

right risk culture, and driving greater effectiveness and efficiency

to improve the cost structure.

Bank Negara Malaysia (“BNM”) has recently announced the
implementation of Basel Il Capital Rules which were essentially
in accordance with globally agreed standards. BNM is expected
to release the capital computation method in April 2012 and the
Bank will be able to comply with BNM requirements when they
become effective from January 2013.

Notwithstanding the global challenges, the Group expects to
maintain a satisfactory financial performance for the next
financial year ending 31 December 2012 in view of expected
growth in key ASEAN markets that the Group operates.

The Group has set two key performance indicators (“KPIs”) for
the next financial year ending 31 December 2012 of Return on
Equity of 15.6% on an enlarged capital base (actual financial
period ended 31 December 2011: 16.2% annualised) and growth in
loans and debt securities of 15.2% (actual financial period ended
31 December 2011: 16.3% annualised).

(@) Before the statements of financial position and income
statements of the Group and of the Bank were made out,
the directors took reasonable steps:

(i)  To ascertain that proper action had been taken in
relation to the writing off of bad debts and the making
of allowance for doubtful debts and satisfied
themselves that all known bad debts had been written
off and that adequate allowances had been made for
doubtful debts; and

(i) To ensure that any current assets which were unlikely
to realise their values as shown in the accounting
records in the ordinary course of business had been
written down to an amount which they might be
expected so to realise.

(b) At the date of this report, the directors are not aware of any
circumstances not otherwise dealt with in this report or the
financial statements of the Group and of the Bank which
would render:

(i) The amount written off for bad debts or the amount of
the allowances for doubtful debts in the financial
statements of the Group and of the Bank inadequate
to any substantial extent; and

(ii) The values attributed to current assets in the financial
statements of the Group and of the Bank misleading.

(c) At the date of this report, the directors are not aware of any
circumstances which have arisen which would render
adherence to the existing method of valuation of assets or
liabilities of the Group and of the Bank misleading or
inappropriate.

(d) At the date of this report, the directors are not aware of any
circumstances not otherwise dealt with in this report or the
financial statements of the Group and of the Bank which
would render any amount stated in the financial statements
misleading.



(e) As at the date of this report, there does not exist:

(i)  Any charge on the assets of the Group and of the Bank
which has arisen since the end of the financial period
which secures the liabilities of any other person; or

(i) Any contingent liability of the Group or of the Bank
which has arisen since the end of the financial period
other than those arising in the normal course of
business of the Group and of the Bank.

(f)  In the opinion of the directors:

(i)  No contingent liability or other liability has become
enforceable or is likely to become enforceable within
the period of twelve months after the end of the
financial period which will or may affect the ability of
the Group and of the Bank to meet their obligations as
and when they fall due; and

(ii) No item or transaction or event of a material and
unusual nature has arisen in the interval between the
end of the financial period and the date of this report
which is likely to affect substantially the results of the
operations of the Group or of the Bank for the
financial period in which this report is made.

In the preparation of the financial statements of the Group and
the Bank, the directors have taken reasonable steps to ensure
that Bank Negara Malaysia’s Guidelines on financial reporting
have been complied with, including those as set out in the
Guidelines on Financial Reporting for Financial Institutions and
the Guidelines on Classification and Impairment Provisions for
Loans/Financing.

The significant and subsequent events are as disclosed in Note 52
to the financial statements. There is no significant adjusting
event after the statements of financial positions date up to the
date when the financial statements are authorised for issue.

The Bank and its subsidiaries have changed their financial
year-end from 30 June to 31 December during the financial
period.

Accordingly, the financial statements of the Group and of the
Bank for the current financial period ended 31 December 2011
covers a six-month period compared to a twelve-month period
for the previous financial year ended of 30 June 2011 and
therefore the comparative amounts are not in respect of
comparable periods for the income statements, statements of
comprehensive income, changes in equity, cash flows and the
related notes.

The auditors, Ernst & Young, have expressed their willingness to
continue in office.

Signed on behalf of the Board in accordance with a resolution of
the directors dated 23 February 2012.

HMege—rgrb—t L

Tan Sri Dato’ Megat Zaharuddin bin Megat Mohd Nor

r
| -
Dato’ Sri Abdul Wahid bin Omar

Kuala Lumpur, Malaysia
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statement by directors

Pursuant to Section 169(15) of the Companies Act, 1965

We, Tan Sri Dato’ Megat Zaharuddin bin Megat Mohd Nor and Dato’ Sri Abdul Wahid bin Omar, being two of the directors of Malayan
Banking Berhad, do hereby state that, in the opinion of the directors, the accompanying financial statements set out on pages 155

to 404 are drawn up in accordance with the provisions of the Companies Act, 1965 and Financial Reporting Standards in Malaysia as
modified by Bank Negara Malaysia Guidelines so as to give a true and fair view of the financial position of the Group and of the Bank
as at 31 December 2011 and of the results and the cash flows of the Group and of the Bank for the six-month period then ended.

Signed on behalf of the Board in accordance with a resolution of the directors dated 23 February 2012.

Mot gmtmp L L \‘]‘\;‘j[___

Tan Sri Dato’ Megat Zaharuddin bin Megat Mohd Nor Dato’ Sri Abdul Wahid bin Omar

Kuala Lumpur, Malaysia

statutory declaration

Pursuant to Section 169(16) of the Companies Act, 1965

I, Dato’ Khairussaleh bin Ramli, being the officer primarily responsible for the financial management of Malayan Banking Berhad, do
solemnly and sincerely declare that the accompanying financial statements set out on pages 155 to 404 are in my opinion correct and
I make this solemn declaration conscientiously believing the same to be true and by virtue of the provisions of the Statutory
Declarations Act, 1960.

Subscribed and solemnly declared by

the abovenamed Dato’ Khairussaleh bin Ramli ¢.L——ﬂ:

at Kuala Lumpur in the Federal

Territory on 23 February 2012 Dato’ Khairussaleh bin Ramli

Before me,

Pl b B Hr e
% e Bamams Bial Booans
TR LT



to the members of Malayan Banking Berhad (Incorporated in Malaysia)

We have audited the financial statements of Malayan Banking
Berhad, which comprise the statements of financial position as at
31 December 2011 of the Group and of the Bank, and the
statements of comprehensive income, statements of changes in
equity and statements of cash flows of the Group and of the
Bank for the six-month period then ended, and a summary of
significant accounting policies and other explanatory notes, as
set out on pages 159 to 407.

Directors’ responsibility for the financial statements

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

Auditors’ responsibility

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

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on our judgment, including the
assessment of risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, we consider internal control relevant to the Bank’s
preparation of the financial statements that give a true and fair
view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Bank’s internal control. An
audit also includes evaluating the appropriateness of the
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient
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In our opinion, the financial statements have been properly

drawn up in accordance with the Companies Act, 1965 and Performance
Financial Reporting Standards in Malaysia as modified by Bank

Negara Malaysia Guidelines so as to give a true and fair view of Business
the financial position of the Group and of the Bank as at 31 Review

December 2011 and of their financial performances and cash
flows for the six-month period then ended.

In accordance with the requirements of the Companies Act, 1965
in Malaysia, we also report the following:

(a)

(b)

@)

(d)

Responsibility
Leadership
Governance

Financial &
Others

In our opinion, the accounting and other records and the
registers required by the Act to be kept by the Bank and its
subsidiaries of which we have acted as auditors have been
properly kept in accordance with the provisions of the Act.

AGM
Information

We have considered the financial statements and the
auditors’ reports of all the subsidiaries of which we have not
acted as auditors, which are indicated in Note 55(a) to the
financial statements, being financial statements that have
been included in the consolidated financial statements.

We are satisfied that the financial statements of the
subsidiaries that have been consolidated with the financial
statements of the Bank are in form and content appropriate
and proper for the purposes of the preparation of the
consolidated financial statements and we have received
satisfactory information and explanations required by us for
those purposes.

The auditors’ reports on the financial statements of the
subsidiaries were not subject to any qualification and in
respect of the subsidiaries incorporated in Malaysia, did not
include any comment required to be made under Section
174(3) of the Act.
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Other matters

The supplementary information set out in Note 58 on page 408 is disclosed to meet the requirement of Bursa Malaysia Securities
Berhad. The directors are responsible for the preparation of the supplementary information in accordance with Guidance on Special
Matter No. 1, Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure Pursuant to Bursa Malaysia
Securities Berhad Listing Requirements, as issued by the Malaysian Institute of Accountants (“MIA Guidance”) and the directive of
Bursa Malaysia Securities Berhad. In our opinion, the supplementary information is prepared, in all material respects, in accordance
with the MIA Guidance based on the directive of Bursa Malaysia Securities Berhad.

This report is made solely to the members of the Bank, as a body, in accordance with Section 174 of the Companies Act, 1965 in
Malaysia and for no other purpose. We do not assume responsibility to any other person for the content of this report.

A )
ot v W —
Ernst & Young Chan Hooi Lam
AF: 0039 No. 2844/02/14())
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
23 February 2012



statements of financial position

as at 31 December 2011

Group Bank
31.12.201 30.6.2011 31.12.20M 30.6.2011
Note RM’000 RM’000 RM’000 RM’000
Assets
Cash and short-term funds 5 49,089,088 38,803,519 35,966,579 25,803,796
Deposits and placements with financial
institutions 6 6,452,978 10,291,513 6,246,093 7,644,471
Securities purchased under resale agreements 7(a) 1,397,235 - 1,397,235 -
Securities held-for-trading 8 9,665,997 4,141,978 7,325,466 2,884,895
Securities available-for-sale 48,504,468 47,258,558 39,618,975 40,262,042
Securities held-to-maturity 10 9,880,899 9,638,714 8,804,797 8,339,494
Loans, advances and financing n 274,430,691 253,976,426 194,174,085 181,572,844
Derivative assets 12 1,954,476 1,652,182 1,949,344 1,626,415
Other assets 13 6,661,305 6,735,522 2,240,433 1,420,365
Investment properties 14 62,007 45,051 - -
Statutory deposits with Central Banks 15 10,577,416 7,698,425 6,095,129 4,313,116
Investment in subsidiaries 16 - - 17,230,202 17,070,392
Interest in associates 17 2,406,462 2,439,654 456,512 454,412
Property, plant and equipment 18 2,372,534 2,168,986 1,298,891 1,170,183
Intangible assets 19 6,507,949 6,509,048 173,933 177,270
Deferred tax assets 25 1,421,934 1,402,705 867,163 920,837
Life, general takaful and family takaful fund
assets 53 19,903,312 19,196,413 - -
Total assets 451,288,751 411,958,694 323,844,837 293,660,532
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as at 31 December 2011 (cont’d.)

Group Bank
30.6.20M1 30.6.2011
Note RM’000 RM’000
Liabilities
Deposits from customers 20 313,709,780 281,976,379 222,895,293 201,465,408
Deposits and placements of banks and other
financial institutions 21 36,760,978 33,303,655 35,555,592 31,441,675
Obligations on securities sold under repurchase
agreements 7(b) 267,652 373,562 267,652 373,562
Bills and acceptances payable 4,472,872 8,513,401 3,610,141 7,115,673
Derivative liabilities 12 2,162,709 1,533,935 2,072,731 1,446,311
Other liabilities 22 10,576,494 1,311,854 6,351,178 4,240,156
Recourse obligation on loans sold to Cagamas 23 715,603 528,285 715,603 528,285
Provision for taxation and zakat 24 320,212 134,620 - -
Deferred tax liabilities 25 263,605 247,892 - -
Borrowings 26 7,185,230 5,447,120 4,208,282 3,420,499
Subordinated obligations 27 14,160,553 10,800,539 12,574,919 9,509,786
Capital securities 28 6,113,761 6,120,774 6,113,761 6,120,774
Life, general takaful and family takaful fund
liabilities 53 2,886,104 5,408,600 - -
Life, general takaful and family takaful policy
holders’ funds 53 17,017,208 13,787,813 - -
Total liabilities 416,612,761 379,488,429 294,365,152 265,662,129
Equity attributable to equity holders
of the Bank
Share capital 29 7,639,437 7,478,206 7,639,437 7,478,206
Reserves 30 25,805,990 23,983,293 21,840,248 20,520,197
33,445,427 31,461,499 29,479,685 27,998,403
Non-controlling interests 1,230,563 1,008,766 - -
34,675,990 32,470,265 29,479,685 27,998,403
Total liabilities and shareholders’ equity 451,288,751 411,958,694 323,844,837 293,660,532
Commitments and contingencies 44 370,709,695 292,201,755 336,480,160 265,846,025

The accompanying notes form an integral part of the financial statements.



income statements

for the period ended 31 December 2011

1.7.2010 1.7.2010
to to
31.12.2011 30.6.2011 31.12.2011 30.6.2011
Note RM’000 RM’000 RM’000 RM’000
Operating revenue 32 12,884,511 21,039,643 8,175,188 13,588,308
Interest income 33 7,004,319 12,037,987 5,359,581 9,194,938
Interest expense 34 (2,978,041) (4,852,057) (2,253,712) (3,654,518)
Net interest income 4,026,278 7,185,930 3,105,869 5,540,420
Income from Islamic Banking Scheme operations
Gross operating income 1,008,037 1,653,190 - -
Profit equalisation reserves - (91,317) - -
54 1,008,037 1,561,873 - -
5,034,315 8,747,803 3,105,869 5,540,420
Net income from insurance business
Income from insurance business 826,031 883,153 - -
Claims incurred and expense liability (407,203) (325,847) - -
418,828 557,306 - -
5,453,143 9,305,109 3,105,869 5,540,420
Dividends from subsidiaries and associates - - 363,257 357,604
Other operating income 2,374,180 4114,655 1,497,952 2,709,297
Total non-interest income 35 2,374,180 4114,655 1,861,209 3,066,901
Net income 7,827,323 13,419,764 4,967,078 8,607,321
Overhead expenses 36 (3,941,839) (6,652,184) (2,072,888) (3,933,798)
3,885,484 6,767,580 2,894,190 4,673,523
Allowances for losses on loans, advances and
financing, net 38 (329,080) (502,166) (166,141) (2,196)
Impairment losses on securities, net 39 (67,237) (129,955) (57,864) (109,898)
Operating profit 3,489,167 6,135,459 2,670,185 4,561,429
Share of profits of associates 74,234 135,008 - -
Profit before taxation and zakat 3,563,401 6,270,467 2,670,185 4,561,429
Taxation and zakat 40 (887,071) (1,650,709) (604,900) (1,202,730)
Profit for the period/year 2,676,330 4,619,758 2,065,285 3,358,699
Attributable to:
Equity holders of the Bank 2,583,069 4,450,278 2,065,285 3,358,699
Non-controlling interests 93,261 169,480 - -
2,676,330 4,619,758 2,065,285 3,358,699
Earnings per share attributable to equity holders
of the Bank
Basic (sen) 42 34.4 61.4
Diluted (sen) 42 34.4 61.4
Net dividends per ordinary share held by equity
holders of the Bank in respect of financial
period/year (sen)
Paid - First Interim 43 - 21.00
Paid - Final 43 24.00 33.00
Proposed - Final 43 27.00 24.00

The accompanying notes form an integral part of the financial statements.
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statements of comprehensive income

for the period ended 31 December 2011

Group Bank
1.7.20M1 1.7.2010 1.7.20M 1.7.2010
to to to to
31.12.20M 30.6.2011 31.12.20M1 30.6.2011
Note RM’'000 RM’000 RM’'000 RM’'000

Profit for the period/year 2,676,330 4,619,758 2,065,285 3,358,699

Other comprehensive income:
Net (loss)/gain on available-for-sale financial

assets (68,851) 175,030 (22,114) 67,162
Income tax relating to components of other

comprehensive income 25 (1,060) (43,297) 5,688 (16,950)
Foreign currency translation 55,160 (74,77) (11,489) 251,756
Changes in other reserves (220) - - -
Other comprehensive income for the period/

year, net of tax (14,971) 57,562 (27,915) 301,968
Total comprehensive income for the period/year 2,661,359 4,677,320 2,037,370 3,660,667

Other comprehensive income attributable to:

Equity holders of the Bank (27,709) 65,507 (27,915) 301,968
Non-controlling interests 12,738 (7,945) - -
(14,971) 57,562 (27,915) 301,968

Total comprehensive income for the period/
year attributable to:

Equity holders of the Bank 2,555,360 4,515,785 2,037,370 3,660,667
Non-controlling interests 105,999 161,535 - -
2,661,359 4,677,320 2,037,370 3,660,667

The accompanying notes form an integral part of the financial statements.
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Perspective
Group ¢ Non-distributable 3 Who
Unrealised Profit Distri- Total We Are
Holding  Exchange Equali-  butable  Share- Non-
Share Share  Statutory  Capital ~ Reserve/ Fluctuation Revaluation ESS  sation Retained holders' controlling Total Strategy
Capital ~ Premium  Reserve  Reserve  (Deficit) Reserve  Reserve  Reserve  Reserve  Profits Equity  Interests Equity
RM'000  RM'O00  RM'000  RA'000  RM'O00  RM'000  RM'O00  RM'000  RM'000  RM'O00  RM'000  RM'000  RM'000 P
erformance
At1July20m 7,478,206 8,583,711 6,409,922 15,250 417,065 (1,007,977) 9,057 65,000 - 9,491,265 31,461,499 1,008,766 32,470,265
Profit for the period - - - - - - - - - 2,583,069 2,583,069 93,261 2,676,330 Business
Other comprehensive income - - 20 - (66,084) 38,59 (240) - - - (709) 12,38 (14971) Review
Total comprehensive income o
for the period - - 2 - (66,084) 38595  (240) - - 2,583,069 2,555,360 105,999 2,661,359 | | Responsibility
Effect of adopting BNM's Revised
Guidelines for Profit Equalisation Leadership
Reserve (“PER”) - - - - - - - - - 34,456 34,456 - 34,45
Net transfer for the period - - - - - - - - 34,456  (34,456) - - - Governance
Share-based payment under
Employees’ Share Scheme (“ESS”) Financial &
Others
(Note 29(c)) - - - - - - - 62,323 - - 6233 - 6238

Effect of net acquisition from/

disposal to non-controlling ﬁ\?cl)\i\mation
interests - - - - - - - - - (49,800) (49,800) 120,262 70,462

Effect of disposal of indirect
subsidiaries - - - - - - - - - - - (1132)  (1,132)

Transfer to statutory reserves -
Issue of shares pursuant to ESS

(Note 29(a)(i)) 10 84 - - - - - (6) - - 88 - 88
Issue of shares pursuant to

Dividend Reinvestment Plan

(“DRP”) (Note 29) 161,221 1,015,052 - - - - - - - - 1,176,213 - 1,176,273

516,441 - - - - -

(516,441) - - -

Dividends (Note 43) - - - - - - - - - (1794,772) (1,794,772)  (3,332) (1,798,104)
Total transactions with

shareholders 161,231 1,015,136 516,441 - - - - 62317 34,456 (2,361,013) (571,432) 115798 (455,634)
At 31 December 2011 7,639,437 9,598,847 6,926,383 15250 350,981 (969,382) 8,817 127317 34,456 9,713,321 33,445,4271,230,563 34,675,990

The accompanying notes form an integral part of the financial statements.
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for the period ended 31 December 2011 (cont’d.)

Group Non-distributable >
Unrealised Profit Distri- Total
Holding  Exchange Equali-  butable  Share- Non-

Share Share  Statutory  Capital  Reserve/ Fluctuation Revaluation ESS sation  Retained holders' controlling Total

Capital ~ Premium  Reserve  Reserve  (Deficit)  Reserve  Reserve  Reserve  Reserve  Profits Equity  Interests Equity

RM'000  RM'000  RM'000  RAOO0  RM'OO0  RM'000  RM'O00  RM'000  RA'000  RM'O00  RM'000  RM'000  RM'000
At1)uly 2010 7077983 5903497 5553999 15250 293,015 (949434) 9,057 - - 9755600 27658967 782,785 28441752
Profit for the year - - - - - - - - - 4450278 4,450,278 169,480 4619758
Other comprehensive income - - - - 12405  (58,543) - - - - 65,507 (7.945) 57,562
Total comprehensive income
for the year - - - - 124050 (58,543) - - - 4,450,278 4515785 161,535 4,677,320
Share-based payment under ESS
(Note 29(c)) - - - - - - - 65000 - - 65000 - 65000
Effect of net acquisition/disposal
to non-controlling interests - - - - - - - - - 14,114 14,114 3,415 18,129
Effect of acquisition of subsidiaries
(Note 16) - - - - - - - - - - - 12,74 12,741
Effect of Redemption on
Redeemable Convertible
Preference Shares (“RCPS”) - - - - - - - - - - - (46,500) (46,500)
Transfer to statutory reserves - - 85,923 - - - - - - (855,923 - - -
Issue of shares pursuant to
Dividend Reinvestment Plan
(“DRP") (Note 29) 400,223 2,680,214 - - - - - - - - 3,080,437 - 3,080,437
Dividends (Note 43) - - - - - - - - - (3,873,404) (3,873,404)  (5,210) (3,878,614)
Total transactions with
shareholders 400,223 2,680,214 855,923 - - - - 65000 - (474613) (713,253 64,446  (648,807)
At 30 June 201 7478206 858371 6409922 15250 417,065 (1,007.977) 9,057 65000 - 9491265 31,461,499 1,008,766 32,470,265

The accompanying notes form an integral part of the financial statements.




statement of changes in equity

for the period ended 31 December 2011

Bank Non-distributable 3
Unrealised
Holding Exchange Distributable
Share Share Statutory Reserve/  Fluctuation ESS Retained Total
Capital Premium Reserve (Deficit) Reserve Reserve Profits Equity
RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000
At1July20m 7,478,206 8,583,711 6,212,460 278,860 239,261 65,000 5,140,905 27,998,403
Profit for the period - - - - - - 2,065,285 2,065,285
Other comprehensive income - - - (16,426) (1,489) - - (27,915)
Total comprehensive income
for the period - - - (16,426) (1,489) - 2,065,285 2,037,370
Share-based payment under Employees’ Share
Scheme (“ESS”) (Note 29(c)) - - - - - 62,323 - 62,323
Transfer to statutory reserve - - 516,406 - - - (516,406) -
Issue of shares pursuant to ESS (Note 29) 10 84 - - - (6) - 88
Issue of shares pursuant to Dividend
Reinvestment Plan (“DRP”) (Note 29) 161,221 1,015,052 - - - - - 1,176,273
Dividends (Note 43) - - - - - - (1,794,772) (1,794,772)
Total transactions with shareholders | 161,231 1,015,136 516,406 - - 62,317 (2,31,178) (556,088) |
At 31 December 2011 7,639,437 9,598,847 6,728,866 262,434 227,1M2 127317 4,895,012 29,479,685
At 1)uly 2010 7,077,983 5,903,497 5,372,770 228,648 (12,495) - 6,495,300 25,065,703
Profit for the year - - - - - - 3,358,699 3,358,699
Other comprehensive income - - - 50,212 251,756 - - 301,968
Total comprehensive income
for the year - - - 50,212 251,756 - 3,358,699 3,660,667
Share-based payment under ESS (Note 29(c)) - - - - - 65,000 - 65,000
Transfer to statutory reserve - - 839,690 - - - (839,690) -
Issue of shares pursuant to Dividend
Reinvestment Plan (“DRP”) (Note 29) 400,223 2,680,214 - - - - - 3,080,437
Dividends (Note 43) - - - - - - (3,873,404) (3,873,404)
Total transactions with shareholders | 400,223 2,680,214 839,690 - - 65,000 (4,713,094) (727967) |
At 30 June 201 7,478,206 8,583,711 6,212,460 278,860 239,261 65,000 5,140,905 27,998,403

The accompanying notes form an integral part of the financial statements.
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statements of cash flows

for the period ended 31 December 2011

Group Bank

1.7.20M 1.7.2010 1.7.20M 1.7.2010
to to to to
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’'000 RM’'000 RM’000 RM’'000

Cash flows from operating activities

Profit before taxation and zakat 3,563,401 6,270,467 2,670,185 4,561,429
Adjustments for:

Share of profits of associates (74,234) (135,008) - -
Depreciation and amortisation of property, plant and

equipment (Note 36) 104,363 173,213 56,642 17,638
Amortisation of computer software (Note 36) 29,265 61,389 21,136 48,773
Amortisation of customer relationship (Note 36) 16,196 - - -
Amortisation of agency force (Note 36) 9,848 - - -
Amortisation of Core Deposit Intangibles (Note 36) 22,801 53,526 - -
Gain on disposal of property, plant and equipment (Note 35) (4,998) (16,631) (5,348) (14,414)
Gain on disposal of foreclosed properties (Note 35) (782) (3,926) - (93)
Gain on disposal of subsidiaries (Note 35) (2,052) - (210) (595)
Gain on disposal of associate company (Note 35) (30,274) - - -
Net gain on disposal of held-for-trading securities (Note 35) (17,858) (1,784) (23,872) (11,019)
Net gain on disposal of available-for-sale securities (Note 35) (271,636) (341,934) (249,361) (276,304)
Net gain on redemption of held-to-maturity securities (Note 35) (132) (439) (132) (439)
Amortisation of premiums less accretion of discounts, net

(Note 33) 6,366 (16,117) 3,746 (20,980)
Unrealised loss/(gain) on revaluation of securities held-for-

trading and derivatives (Note 35) 293,973 (235,524) 174,627 (245,982)
Impairment losses on securities, net (Note 39) 67,237 129,955 57,864 109,898
Allowances for losses on loans, advances and financing

net (Note 38) 777,490 1,167,775 491,41 407,400
Allowance for other debts (Note 38) 14,928 36,858 1,707 1,793
Dividend income (Note 35) (19,780) (31,205) (372,368) (373,545)
Share options granted under ESS (Note 36) 56,848 65,000 41,765 65,000
Property, plant and equipment written off (Note 36) 3,040 6,631 294 340
Profit equalisation reserves - 91,317 - -
Impairment of property, plant and equipment - 19 - -
Expense related to acquisition of subsidiaries - 35,000 - -
Goodwill written off (15,708) - - -

Transfer of life, general takaful and family takaful fund surplus (503,053) (321,208) - -




Group Bank
1.7.2010 1.7.2010
to to
30.6.2011 30.6.2011
RM’000 RM’000
Cash flows from operating activities (Cont’d.)
Operating profit before working capital changes 4,025,249 6,987,380 2,868,086 4,378,900
Change in securities purchased under resale agreements (1,397,235) 371,237 (1,397,235) 371,237
Change in deposits and placements with banks and other
financial institutions 2,937,600 (1,288,798) 1,206,938 (626,455)
Change in securities portfolio (6,892,328) (5,795,415) (4,010,580) (3,785,576)
Change in loans, advances and financing (21,231,755) (48,163,251) (13,092,652) (30,240,402)
Change in other assets 521,241 808,212 (734,939) 2,411,836
Change in statutory deposits with Central Banks (2,878,991) (3,227,043) (1,782,013) (2,380,135)
Change in deposits from customers 31,733,401 45,066,591 21,429,885 26,085,667
Change in deposits and placements of banks and other financial
institutions 3,457,323 10,045,787 4,113,917 8,511,853
Change in obligations on securities sold under repurchase
agreements (105,910) (33,494) (105,910) 373,562
Change in bills and acceptances payable (4,040,529) 5,451,815 (3,505,532) 4,216,676
Change in other liabilities (367,075) (3,269,149) 2,163,299 790,381
Change in life, general takaful and family takaful fund assets (202,575) (915,146) - -
Change in life, general takaful and family takaful fund liabilities
and policy holders’ funds 706,898 1,236,355 - -
Exchange fluctuation (82,621) 458,466 (368,609) 361,739
Cash generated from operations 6,182,693 7,733,547 6,784,655 10,469,283
Taxes and zakat paid (732,707) (2,166,363) (544,631) (1,666,114)
Net cash generated from operating activities 5,449,986 5,567,184 6,240,024 8,803,169
Cash flows from investing activities
Purchase of property, plant and equipment (Note 18) (323,398) (318,320) (200,439) (184,407)
Purchase of intangible assets (Note 19) (24,066) (17,521) (5,653) (2,633)
Proceeds from transactions with non-controlling interest 72,514 18,129 - -
Proceeds from disposal of subsidiaries (1,132) - - -
Purchase of additional ordinary shares in new and existing
subsidiaries (401,155) - (159,600) (4,524,920)
Acquisition of subsidiaries 13,335 (2,155,896) - -
Subscription to additional ordinary shares and private debt
securities in associates (3,562) (37,819) (2,100) (35,712)
Redemption of preference shares held by non-controlling interest
and the Bank by a subsidiary - (46,500) - 108,500
Proceeds from disposal of property, plant and equipment 35,685 25,395 8,684 25,313
Dividends received
- From securities 19,780 31,205 9,111 15,942
- From associates 37,120 65,560 5,231 5913

- From subsidiaries

358,026 351,690
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for the period ended 31 December 2011 (cont’d.)

Group Bank
1.7.2010 1.7.2010
to to
30.6.20M1 30.6.2011
RM’000 RM’000
Net cash (used in)/generated from investing activities (574,879) (2,435,767) 13,260 (4,240,308)
Cash flows from financing activities
Proceeds from issuance of shares 1,176,361 3,080,437 1,176,361 3,080,437
Drawdown of borrowings 1,395,812 2,754,015 610,675 1,460,957
Issuance of subordinated obligations 3,306,484 2,814,142 3,000,322 1,540,649
Loans sold to Cagamas, net 187,318 (121,692) 187,318 (121,692)
Dividends paid (1,794,772) (3,873,404) (1,794,772) (3,873,404)
Dividends paid to non-controlling interest (3,332) (5,210) - -
Net cash generated from financing activities 4,267,871 4,648,288 3,179,904 2,086,947
Net increase in cash and cash equivalents 9,142,978 7,779,705 9,433,188 6,649,808
Cash and cash equivalents at beginning of period/year * 37,431,229 29,119,951 26,998,352 19,810,389
Cash and cash equivalents at end of period/year 46,574,207 36,899,656 36,431,540 26,460,197
Cash and short-term funds (Note 5) 49,089,088 38,803,519 35,966,579 25,803,796
Deposits with financial institutions maturing within 1 month
(Note 45(d)(4)) 53,663 954,598 464,961 656,401
49,142,751 39,758,117 36,431,540 26,460,197
Less: Monies held in trusts (Notes 5 and 6) (2,568,544) (2,858,461) - -
46,547,207 36,899,656 36,431,540 26,460,197
* Cash and cash equivalents at beginning of period/year:
- As previously reported 36,899,656 29,274,871 26,460,197 20,140,199
- Effects of foreign exchange rate changes 531,573 (154,920) 538,155 (329,810)
37,431,229 29,119,951 26,998,352 19,810,389

The accompanying notes form an integral part of the financial statements.
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The Bank is a public limited liability company, incorporated
and domiciled in Malaysia, and is listed on the Main Market
of Bursa Malaysia Securities Berhad. The registered office of
the Bank is located at 14th Floor, Menara Maybank, 100,
Jalan Tun Perak, 50050 Kuala Lumpur.

The Bank is principally engaged in all aspects of commercial
banking and related financial services.

The subsidiaries are principally engaged in the businesses of
banking and finance, Islamic banking, investment banking
including stock broking, underwriting of general and life
insurance, general and family takaful, trustee and nominee
services, asset management and venture capital. Further
details of the subsidiaries are described in Note 55.

There were no significant changes in these activities during
the financial period.

The financial year end of the Bank and all its subsidiaries
was changed from 30 June to 31 December. Accordingly, the
financial statements of the Group and of the Bank for the
current financial period ended 31 December 2011 covers a
six-month period compared to a twelve-month period for
the previous financial year ended of 30 June 2011, and
therefore the comparative amounts are not in respect of
comparable periods for the income statements, statements
of comprehensive income, changes in equity, cash flows and
the related notes.

These financial statements were authorised for issue by the
Board of Directors in accordance with a resolution of the
directors on 23 February 2012.

The financial statements of the Group and of the Bank have
been prepared in accordance with the provisions of the
Companies Act, 1965 and Financial Reporting Standards
(“FRSs”) in Malaysia as modified by Bank Negara Malaysia
(“BNM”) Guidelines.

The financial statements are presented in Ringgit Malaysia
(“RM™) and rounded to the nearest thousand (RM’000),
unless otherwise stated.

3.1

3.2

Basis of accounting

The financial statements of the Group and of the Bank
have been prepared under the historical cost
convention unless otherwise indicated in the summary
of significant accounting policies below.

The financial statements incorporate all activities
relating to the Islamic banking which have been
undertaken by the Group. Islamic banking refers
generally to the acceptance of deposits, granting of
financing and dealing in Islamic Securities under the
Shariah principles.

Changes in accounting policies and disclosures

The accounting policies adopted by the Group and the

Bank are consistent with those of the previous

financial year except for the adoption on 1 July 2011 of

the following new, revised and/or amendments to:

. Financial Reporting Standards (“FRSs”);

. Issues Committee Interpretation (“IC
Interpretations”);

. Technical Release (“TR”); and

. Bank Negara Malaysia (“BNM”) Guidelines.

(@) Amendments to FRSs, new IC Interpretations
and TR effective from financial period
commencing 1 July 2011

. Amendments to FRS 1: First-time Adoption
of Financial Reporting Standards, Limited
Exemption from Comparative FRS 7
Disclosures for First-time Adopters,
Additional Exemptions for First-time
Adopters

. Amendments to FRS 2: Group Cash-settled
Share-based Payment Transactions

. Amendments to FRS 3: Business
Combinations

. Amendments to FRS 7: Financial
Instruments: Disclosures, Improving
Disclosures about Financial Instruments

. Amendments to FRS 101: Presentation of
Financial Statements

. Amendments to FRS 121: The Effects of
Changes in Foreign Exchange Rates

. Amendments to FRS 128: Investments in
Associates

. Amendments to FRS 131: Interests in Joint
Ventures
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3.2 Changes in accounting policies and disclosures
(cont'd.)

(a)

Amendments to FRSs, new IC Interpretations
and TR effective from financial period
commencing 1 July 2011 (cont’d.)

. Amendments to FRS 132: Financial
Instruments: Presentation

. Amendments to FRS 134: Interim Financial
Reporting

«  Amendments to FRS 139: Financial
Instruments: Recognition and Measurement

. IC Interpretation 4: Determining Whether an
Arrangement contains a Lease

. IC Interpretation 18: Transfers of Assets
from Customers
. IC Interpretation 19: Extinguishing Financial

Liabilities with Equity Instruments

. Amendments to IC Interpretation 13:
Customer Loyalty Programmes

. Amendments to IC Interpretation 14:
Prepayments of a Minimum Funding
Requirement

. TR 3: Guidance on Disclosures of Transition
to IFRSs

. TR i-4: Shariah Compliant Sale Contracts

The adoption of the above new/amendments to
FRSs, IC Interpretations and TR did not have any
material impact on the accounting policies,
financial position or performance of the Group
and the Bank, except for the following:

Amendments to FRS 7: Financial Instruments:
Disclosures, Improving Disclosures about
Financial Instruments

The adoption of amendments to FRS 7 which
resulted in removal of some disclosures as well as
additional disclosures in the financial statements,
but did not affect profit or loss, retained earnings
and other reserves of the Group and of the Bank
for the period ended 31 December 2011.

Amendments to FRS 7 introduces changes to
credit risk disclosures as well as enhanced
disclosures on fair value measurement and
liquidity risk.

(b)

The adoption is effected prospectively for annual
periods beginning on or after 1 January 2011
except for credit risk disclosures whereby the
changes in the disclosures are effected
retrospectively. The disclosure details are mainly
disclosed in Note 45 and Note 46.

New/revised Bank Negara Malaysia (“BNM")
Guidelines effective from financial period
commencing 1 July 2011

The Group has adopted the BNM'’s Revised
Guidelines on Profit Equalisation Reserve (“PER
Guidelines”) issued in May 2011. The adoption is
effected prospectively from 1 July 2011 and the
effects of adopting this PER Guidelines are
disclosed in Note 54(s) and affect mainly
Maybank Islamic Berhad, a wholly-owned
subsidiary of the Bank.

In addition, Etiqa Takaful Berhad (“ETB"), a

69.05% indirect subsidiary of the Bank, had also

adopted the new Takaful Guidelines issued by

BNM (“Takaful Guidelines”). All takaful operators

licensed under the Takaful Act 1984 are required

to adopt the Takaful Guidelines from financial

periods beginning on or after 1 July 2011 which

are as follows:

«  Guidelines on Financial Reporting for
Takaful Operator;

. Guidelines on Valuation Basis for Liabilities
of General Takaful Business; and

. Guidelines on Valuation Basis for Liabilities
of Family Takaful Business.

The Valuation Guidelines above provide guidance
on the valuation bases for liabilities of general
and family takaful business (collectively known as
“Valuation Guidelines”). The Valuation Guidelines
require takaful operators to recognise expense
liabilities pertaining to the shareholder’s fund and
a change in the methodology for the estimation
of the actuarial liabilities of the family takaful
fund. The management of ETB has determined
that the adoption of these new practices and
methodologies shall be treated as changes in
accounting policies as defined under FRS 108
Accounting Policies, Changes in Accounting
Estimates and Errors and accordingly requires a
retrospective adjustment to be applied.
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However, the Group has recognised the financial
effect arising from the adoption of the Valuation
Guidelines as an adjustment to current year’s
profit or loss, in particular, as an increase in net
income from insurance business of approximately
RM98.3 million, as the application of the
Valuation Guidelines did not have a material
impact on the financial results of the Group.
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A change in the ownership interest of a
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for as an equity transaction. If the Group loses AGM

The consolidated financial statements comprise

the financial statements of the Bank and its
Information

subsidiaries as at the reporting date. The financial
statements of the subsidiaries are prepared for
the same reporting date as the Bank. Consistent
accounting policies are applied to like
transactions and events in similar circumstances.

All intra-group balances, income and expenses
and unrealised gain and losses resulting from
intra-group transactions are eliminated in full.

Acquisitions of subsidiaries are accounted for by
applying the acquisition method. Identifiable
assets acquired and liabilities assumed in a
business combination are measured initially at
their fair values at the acquisition date.
Acquisition-related costs are recognised as
expenses in the periods in which the costs are
incurred and the services are received.

If the business combination is achieved in stages,
previously held equity interests in the acquiree
are remeasured to fair value at the acquisition
date and any corresponding gain or loss is
recognised in the income statement.

The Group elects for each individual business
combination, whether non-controlling interest in
the acquiree (if any) is recognised on the
acquisition date at fair value, or at the present
ownership instruments’ proportionate share of
the acquiree’s net identifiable assets.

control over a subsidiary, it:

. Derecognises the assets (including goodwill)
and liabilities of the subsidiary;

. Derecognises the carrying amount of any
non-controlling interest;

. Derecognises the cumulative translation
differences recorded in equity;

. Recognises the fair value of the
consideration received,;

. Recognises the fair value of any investment
retained;

. Recognises any surplus or deficit in the
income statement; and

. Reclassifies the parent’s share of
components previously recognised in other
comprehensive income.

The accounting policies for business combination
and goodwill are disclosed in Note 3.3(iii)(a).

(a) Subsidiaries

Subsidiaries are entities over which the
Group has the power to govern the financial
and operating policies so as to obtain
benefits from their activities. The existence
and effect of potential voting rights that are
currently exercisable or convertible are
considered when assessing whether the
Group has such power over another entity.
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3.3 Summary of significant accounting policies (cont’d.) Interest in associates are accounted for in the

Basis of consolidation (cont’d.)
(a) Subsidiaries (cont'd.)

In the Bank’s separate financial statements,
investments in subsidiaries are stated at
cost less impairment losses. The policy for
the recognition and measurement of
impairment losses is in accordance with
Note 3.3(xv) below. On disposal of such
investments, the difference between the net
disposal proceeds and their carrying
amounts is included in the income
statement.

(b) Transactions with non-controlling
interests (“NCI”)

Non-controlling interests (“NCI”) represent
the portion of profit or loss and net assets
in subsidiaries not held directly or indirectly
by the Group. NCI are presented separately
in the income statement and statements of
comprehensive income of the Group and
within equity in the statements of financial
position, separately from parent
shareholders’ equity.

All total comprehensive income is
proportionately allocated to NClI, even if
this results in the NCI having a deficit
balance.

A change in the ownership interest of a
subsidiary (without loss of control), is
accounted for as a transaction with owners
in their capacity as owners.

(ii) Associates

Associates are entities in which the Group has
significant influence and that is neither a
subsidiary nor an interest in a joint venture.
Significant influence is the power to participate
in the financial and operating policy decisions of
the investee but not in control or joint control
over those policies.

consolidated financial statements using the
equity method. The associate is equity accounted
for from the date the Group obtains significant
influence until the date the Group ceases to the
significant influence over the associate. Under
the equity method, the interest in associate is
carried in the statement of financial position at
cost adjusted for post-acquisition changes in the
Group’s share of net assets of the associate. The
Group’s share of the net profit or loss of the
associate is recognised in the income statement.
Where there has been a change recognised
directly in the equity of the associate, the Group
recognises its share of such changes.

In applying the equity method, unrealised gains
and losses on transactions between the Group
and the associate are eliminated to the extent of
the Group’s interest in the associate.

Goodwill relating to an associate is included in
the carrying amount of the investment is neither
amortised nor individually tested for impairment.
Any excess of the Group’s share of the net fair
value of the associate’s identifiable assets,
liabilities and contingent liabilities over the cost
of the investment is excluded from the carrying
amount of the investment and is instead included
as income in the determination of the Group’s
share of the associate’s profit or loss in the
period in which the investment is acquired.

When the Group’s share of losses in an associate
equals or exceeds its interest in the associate,
including any long-term interests that, in
substance, form part of the Group’s net
investment in the associates, the Group does not
recognise further losses, unless it has incurred
obligations or made payments on behalf of the
associate.



3.3 Summary of significant accounting policies (cont’d.)

(ii) Associates (cont’d.)

The most recent available audited financial
statements of the associates are used by the
Group in applying the equity method. Where the
dates of the audited financial statements used
are not coterminous with those of the Group, the
share of results is arrived at from the last audited
financial statements available and management
financial statements to the end of the accounting
period. Where necessary, adjustments are made
to bring the accounting policies in line with those
of the Group.

After application of the equity method, the Group
determines whether it is necessary to recognise
an additional impairment loss on its investment
in its associate. The Group determines at each
reporting date whether there is any objective
evidence that the investment in the associate is
impaired. If this is the case, the Group calculates
the amount of impairment as the difference
between the recoverable amount of the associate
and its carrying value and recognises the amount
in the ‘share of profit of an associate’ in the
income statement.

Upon loss of significant influence over the
associate, the Group measures and recognises
any retaining investment at its fair value. Any
difference between the carrying amount of the
associate upon loss of significant influence and
the fair value of the retained investment and
proceeds from disposal is recognised in the
income statement.

In the Bank’s separate financial statements,
investments in associates are stated at cost less
impairment losses. The policy for the recognition
and measurement of impairment losses is in
accordance with Note 3.3(xv) below. On disposal
of such investments, the difference between net
disposal proceeds and their carrying amounts is
recognised in the income statement.

(iii) Goodwill and Intangible assets

(a) Business Combination and Goodwill

Business combinations are accounted for
using the acquisition method. This involves
recognising identifiable assets (including
previously unrecognised intangible assets)
and liabilities including contingent liabilities
but excluding future restructuring liabilities
of the acquired business at fair value. Any
excess of the cost of acquisition over the
fair values of the identifiable net assets (net
fair value of identifiable assets, liabilities
and contingent liabilities) acquired is
recognised as goodwill. If the cost of
acquisition is less than the fair values of the
identifiable net assets acquired, the discount
on acquisition is recognised directly in the
income statement in the year of acquisition.

Goodwill is initially measured at cost, being
the excess of the aggregate of the
consideration transferred and the amount
recognised for non-controlling interest over
the net identifiable assets acquired and
liabilities assumed. Following initial
recognition, goodwill is measured at cost
less accumulated impairment losses.
Goodwill is reviewed for impairment
annually, or more frequently, if events or
changes in circumstances indicate that the
carrying value may be impaired.

For the purpose of impairment testing,
goodwill acquired is allocated, from the
acquisition date, to each of the Group’s
cash-generating units that are expected to
benefit from the synergies of the
combination, irrespective of whether other
assets or liabilities of the acquiree are
assigned to those units.

Each unit to which the goodwill is allocated
represents the lowest level within the Bank
at which the goodwill is monitored for
internal management purposes and is not
larger than an operating segment in
accordance with the Group’s operating
segment as disclosed in Note 3.3(xxix) and
Note 51.
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3.3 Summary of significant accounting policies (cont’d.)

(iii) Goodwill and Intangible assets (cont’d.)

(a)

(b)

Business Combination and Goodwill
(cont’d.)

Where goodwill forms part of a cash-
generating unit and part of the operation
within that cash-generating unit is disposed
of, the goodwill associated with the
operation disposed of is included in the
carrying amount of the operation when
determining the gain or loss on disposal of
the operation. Goodwill disposed of in this
circumstance is measured based on the
relative fair values of the operations
disposed of and the portion of the cash-
generating unit retained.

When subsidiaries are sold, the difference
between the selling price and the net assets
plus cumulative translation differences and
goodwill is recognised in the income
statement.

Goodwill and fair value adjustments arising
on the acquisition of foreign operations on
or after 1 January 2006 are treated as assets
and liabilities of the foreign operations and
are recorded in the functional currency of
the foreign operations and translated in
accordance with accounting policy set out in
Note 3.3(xviii).

Goodwill and fair value adjustments which
arose on the acquisition of foreign
subsidiaries before 1 January 2006 are
deemed to be assets and liabilities of the
parent entity and are recorded in RM at the
rates prevailing at the date of acquisition.

Other intangible assets

Other intangible assets include core deposit
intangibles, customer relationship and
agency force acquired in business
combination and value of computer
software.

An intangible asset is recognised only when
its cost can be measured reliably and it is
probable that the expected future economic
benefits that are attributable to it will flow
to the Group and the Bank.

Intangible assets acquired separately are
measured on initial recognition at cost. The
cost of intangible assets acquired in a
business combination is their fair value as at
the date of acquisition. Following initial
recognition, intangible assets are carried at
cost less any accumulated amortisation and
any accumulated impairment losses.

The useful lives of intangible assets are
assessed to be either finite or infinite.
Intangible assets with finite lives are
amortised over the useful economic life. The
amortisation period and the amortisation
method for an intangible asset with a finite
useful life are reviewed at least at each
financial year end. Changes in the expected
useful life or the expected pattern of
consumption of future economic benefits
embodied in the asset are accounted for by
changing the amortisation period or
method, as appropriate, and treated as
changes in accounting estimates. The
amortisation expense on intangible assets
with finite lives is recognised in the income
statement in the expense category
consistent with the function of the
intangible asset.

Intangible assets are amortised over their
finite useful lives as follows:

Computer software 3 - 5years
Core deposit intangibles 8 years
Customer relationship

and agency force 3 - 11 years

(iv) Financial assets

(a) Date of recognition

All financial assets are initially recognised
on the trade date, i.e. the date that the
Group and the Bank become a party to the
contractual provision of the instruments.



3.3 Summary of significant accounting policies (cont’d.)

(iv) Financial assets (cont’d.)

(b) Initial recognition and subsequent
measurement

The Group and the Bank determine the
classification of financial assets at initial
recognition and the categories include
Financial Assets at Fair Value Through Profit
and Loss (“FVTPL”), loans and receivables,
held-to-maturity (“HTM”) and available-for-
sale securities (“AFS”) in which the details
are disclosed below.

The classification of financial instruments at
initial recognition depends on the purpose
and the management’s intention for which
the financial assets were acquired and their
characteristics. When financial assets are
recognised initially, they are measured at
fair value for FVTPL and fair value plus
directly attributable transaction costs for
financial assets other than FVTPL.

Included in financial assets are the
following:

(1) Financial Assets at Fair Value
Through Profit and Loss (“FVTPL”)

Financial assets are classified as FVTPL
if they are held-for-trading (“HFT”) or
are designated as such upon initial
recognition. The Group and the Bank
do not have any financial instruments
designated at FVTPL upon initial
recognition.

Subsequent to initial recognition,
financial assets HFT are measured at
fair value. Any gains or losses arising
from changes in fair value are
recognised in profit and loss under the
caption of non-interest income.

(2

3)

(4)
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asset HTM when the Group and the
Bank have the intention and ability to
hold to maturity.

Subsequent to initial recognition,
financial assets HTM are measured at
amortised cost using effective interest
method. Amortisation of premium,
accretion of discount, impairment and
gain or loss arising from derecognition
of securities HTM are recognised in
the income statement.

Financial Assets Available-for-Sale
(IIAFS")

AFS financial assets are financial assets
that are designated as available for
sale or are not classified in any of the
three (3) preceding categories.

AFS financial assets include equity and
debt securities. AFS financial assets
include financial assets that are
intended to be held for an indefinite
period of time and which may be sold
in response to liquidity needs or
changes in market conditions.
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3.3 Summary of significant accounting policies (cont’d.) financial asset.

(iv) Financial assets (cont’d.) When the Group and the Bank have

Initial recognition and subsequent
measurement (cont’d.)

(4) Financial Assets Available-for-Sale
(“AFS”) (cont’d.)

After initial recognition, AFS financial
assets are measured at fair value. Any
gain or loss arising from a change in
fair value after applying amortised cost
method are recognised directly in
other comprehensive income, except
for impairment losses, foreign
exchange gains and losses on monetary
financial assets and interest income
calculated using the effective interest
method are recognised in the income
statement. When the Group and the
Bank derecognise AFS financial assets,
the cumulative gain or loss previously
recognised in equity is recognised in
the income statement in “non-interest
income” Dividends on an AFS financial
assets are recognised in the income
statement when the Group’s and the
Bank’s right to receive payment is
established.

(c) Derecognition

A financial asset is derecognised when:

«  The rights to receive cash flows from
the financial asset have expired;

e The Group and the Bank have
transferred its rights to receive cash
flows from the financial asset or have
assumed an obligation to pay the
received cash flows in full without
material delay to a third party under a
“pass through” arrangement; and
either:

. the Group and the Bank have
transferred substantially all the
risks and rewards of the financial
asset, or

e the Group and the Bank have
neither transferred nor retained
substantially all the risks and
rewards of the financial asset, but

(d)

transferred its rights to receive cash flows
from a financial asset or has entered into a
pass through arrangement and has neither
transferred nor retained substantially all the
risks and rewards of the financial asset nor
transferred control of the financial asset, the
financial asset is recognised to the extent of
the Group’s and the Bank’s continuing
involvement in the financial asset. In that
case, the Group and the Bank also recognise
an associated financial liability. The
transferred financial asset and associated
financial liability are measured on a basis
that reflects the rights and obligations that
the Group and the Bank have retained.

Impairment of financial assets

The Group and the Bank assess at each
reporting date whether there is any
objective evidence that financial assets,
including security or group of securities
(other than financial assets HFT) is impaired.
A financial asset or a group of financial
assets is deemed to be impaired if and only
if, there is objective evidence of impairment
as a result of one or more events that has
occurred after the initial recognition of the
asset (an incurred loss event) and that loss
event(s) has an impact on the estimated
future cash flows of the financial asset or
the group of financial assets that can be
reliably estimated.

Evidence of impairment may include
indications that the borrower or a group of
borrowers experiencing significant financial
difficulty, the probability that they will enter
bankruptcy or other reorganisation, default
or delinquency in interest or principal
payments or where observable data
indicates that there is a measureable
decrease in the estimated future cash flows,
such as changes in economic conditions that
correlate with defaults.



3.3 Summary of significant accounting policies (cont’d.)

(iv) Financial assets (cont’d.)

(d) Impairment of financial assets (cont’d.)

m

Loans and receivables

Classification of loans, advances and
financing as impaired

Loans are classified as impaired when:

. principal or interest/profit or both
are past due for three (3) months
or more; or

. where loans in arrears for less
than three (3) months exhibit
indications of credit weaknesses,
whether or not impairment loss
has been provided for; or

«  where an impaired loan has been
rescheduled or restructured, the
loan will continue to be classified
as impaired until repayments
based on the revised and/or
restructured terms have been
observed continuously for a
period of six (6) months.

Impairment Process — Individual
assessment

The Group and the Bank assess if
objective evidence of impairment exist
for loans, advances and financing
which are deemed to be individually
significant.

If there is objective evidence that an
impairment loss has been incurred, the
amount of loss is measured as the
difference between the loan’s carrying
amount and the present value of the
estimated future cash flows discounted
at the loan’s original effective interest
rate. The carrying amount of the loan
is reduced through the use of an
allowance account and the amount of
the loss is recognised in the income
statement.
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on the basis of current observable data

to reflect the effects of current
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experience is based and to remove the

effects of conditions in the historical

period that do not currently exist.

Estimates of changes in future cash
flows for groups of assets should
reflect and be directionally consistent
with changes in related observable
data from period to period. The
methodology and assumptions used for
estimating future cash flows are
reviewed regularly by the Group and
the Bank to reduce any differences
between loss estimates and actual loss
experience.
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3.3 Summary of significant accounting policies (cont’d.)

(iv) Financial assets (cont'd.)

(d) Impairment of financial assets (cont’d.)

m

@

Loans and receivables (cont’d.)

Impairment Process — Written off
accounts

Where a loan is uncollectible, it is
written off against the related
allowance for loan impairment. Such
loans are written off after the
necessary procedures have been
completed and the amount of the loss
has been determined. Subsequent
recoveries of the amounts previously
written off are recognised in the
income statement.

Available-for-Sale (“AFS”)

For AFS securities, the Group and the
Bank assess at each reporting date
whether there is objective evidence
that an investment is impaired.

In the case of debt instruments
classified as AFS, the Group and the
Bank assess individually whether there
is objective evidence of impairment
based on the same criteria as financial
assets carried at amortised cost.
However, the amount recorded for
impairment is the cumulative loss
measured as the difference between
the amortised cost and the current fair
value, less any impairment loss on that
investment previously recognised in
the income statement. Future interest
income is based on the reduced
carrying amount and is accrued using
the rate of interest used to discount
the future cash flows for the purpose
of measuring the impairment loss.

In the case of equity investments
classified as AFS, the objective
evidence would also include a
significant or prolonged decline in the
fair value of the investment below its

cost. The Group and the Bank treat
significant generally as 25% and for
consecutive quarters. Where there is
evidence of impairment, the
cumulative loss measured as the
difference between the acquisition cost
and the current fair value, less any
impairment loss on that investment
previously recognised in the income
statement is removed from equity and
recognised in the income statement.

Impairment losses on equity
investments are not reversed through
the income statement; increases in the
fair value after impairment are
recognised in other comprehensive
income.

(3) Held-to-Maturity (“HTM”)

For securities carried at amortised cost
in which there are objective evidence
of impairment, impairment loss is
measured as the difference between
the securities’ carrying amount and the
present value of the estimated future
cash flows discounted at the securities’
original effective interest rate. The
amount of the impairment loss is
recognised in the income statement.

Subsequent reversals in the impairment loss
is recognised when the decrease can be
objectively related to an event occurring
after the impairment loss was recognised, to
the extent that the securities’ carrying
amount does not exceed its amortised cost
at the reversal date. The reversal is
recognised in the income statement.

For unquoted equity securities carried at
cost, impairment loss is measured as the
difference between the securities’ carrying
amount and the present value of estimated
future cash flows discounted at the current
market rate of return for similar securities.
The amount of impairment loss is
recognised in the income statement and
such impairment losses are not reversed
subsequent to its recognition.



3.3 Summary of significant accounting policies (cont’d.)

(iv) Financial assets (cont’d.)

(e) Reclassification of financial assets

U]

The Group and the Bank may choose to
reclassify non-derivative assets out from the
held-for-trading category, in rare
circumstances, where the financial assets
are no longer held for the purpose of selling
or repurchasing in the short term. In
addition, the Group and the Bank may also
choose to reclassify financial assets that
would meet the definition of loans and
receivables out of the held-for-trading or
available-for-sale categories if the Group
and the Bank have the intention and ability
to hold the financial asset for the
foreseeable future or until maturity.

Reclassifications are made at fair value as at
the reclassification date, whereby the fair
value becomes the new cost or amortised
cost, as applicable. Any fair value gains or
losses previously recognised in the income
statement are not reversed.

Determination of fair value

For financial instruments measured at fair
value, the fair value is determined by
reference to quoted market prices or by
using valuation models. For financial
instruments with observable market prices
which are traded in active markets, the fair
values are based on their quoted market
price or dealer price quotations. These
include listed equity securities and broker
quotes from Bloomberg and Reuters.

For all other financial instruments, fair value
is determined using appropriate valuation
techniques. In such cases, the fair values are
estimated using discounted cash flow
models and option pricing models, and
based on observable data in respect of
similar financial instruments and using
inputs (such as yield curves) existing as at

the reporting date. The Group and the Bank
generally use widely recognised valuation
models with market observable inputs for
the determination of fair values, due to the

low complexity of financial instruments held.

Investments in unquoted equity instruments
whose fair value cannot be reliably
measured are measured at cost and
assessed for impairment at each reporting
date.

(v) Financial liabilities

(a)

(b)

Date of recognition

All financial liabilities are initially recognised
on the trade date i.e. the date that the
Group and the Bank become a party to the
contractual provision of the instruments.

Initial recognition and subsequent
measurement

Financial liabilities are classified according
to the substance of the contractual
arrangements entered into and the
definitions of a financial liability.

Financial liabilities, within the scope of FRS
139, are recognised in the statement of
financial position when and only when, the
Group and the Bank become a party to the
contractual provisions of the financial
instrument. Financial liabilities are classified
as either financial liabilities at fair value
through profit or loss or other financial
liabilities.

(1) Financial liabilities at fair value
through profit or loss

Financial liabilities at fair value through
profit or loss include financial liabilities
held-for-trading and financial liabilities
designated upon initial recognition as
at fair value through profit or loss.
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3.3 Summary of significant accounting policies (cont’d.)

(v) Financial liabilities (cont'd.)

(b) Initial recognition and subsequent
measurement (cont’d.)

m

(2

Financial liabilities at fair value
through profit or loss (cont’d.)

Financial liabilities held-for-trading
include derivatives entered into by the
Group and the Bank that do not meet
the hedge accounting criteria.
Derivative liabilities are initially
measured at fair value and
subsequently stated at fair value, with
any resultant gains or losses
recognised in the income statement.
Net gains or losses on derivatives
include exchange differences.

The Group and the Bank have not
designated any financial liabilities as at
fair value through profit or loss.

Other financial liabilities

The Group’s and the Bank’s other
financial liabilities include deposits
from customers, deposits and
placements of banks and financial
institutions, debt securities (including
borrowings), payables, bills and
acceptances payable and other
liabilities.

(1) Deposits from customers, deposits
and placements of banks and
financial institutions

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

(2) Debt securities

Debt securities issued are
classified as financial liabilities or
equity in accordance with the
substance of the contractual
terms of the instruments. The
Group’s debt securities issued

3

“)

©)

consist mainly of subordinated
notes, Innovative Tier | capital
securities and borrowings.

These debt securities are
classified as liabilities in the
statement of financial position as
there is a contractual obligation
by the Group and the Bank to
make cash payments of either
principal or interest or both to
holders of the debt securities and
that the Group and the Bank are
contractually obliged to settle the
financial instrument in cash or
another financial instrument.

Subsequent to initial recognition,
debt securities issued are
recognised at amortised cost,
with any difference between
proceeds net of transaction costs
and the redemption value being
recognised in the income
statement over the period of the
borrowings on an effective
interest method.

Payables

Payables are recognised initially
at fair value plus directly
attributable transaction costs and
subsequently measured at
amortised cost using the effective
interest method.

Bills and acceptances payable

Bills and acceptances payable
represent the Group’s and the
Bank’s own bills and acceptances
rediscounted and outstanding in
the market.

Other liabilities

Other liabilities are stated at cost
which is the fair value of the
consideration expected to be paid
in the future for goods and
services received.



3.3 Summary of significant accounting policies (cont’d.)

(v) Financial liabilities (cont'd.)

(c)

Derecognition

A financial liability is derecognised when the
obligation under the liability is redeemed or
otherwise extinguished. When an existing
financial liability is replaced by another from
the same lender on substantially different
terms, or the terms of an existing liability
are substantially modified, such an exchange
or modification is treated as a derecognition
of the original liability and the recognition
of a new liability and the difference in the
respective carrying amounts is recognised in
profit or loss.

(vi) Derivative instruments and hedge accounting

(a)

Derivative instruments

The Group and the Bank use and trade
derivatives such as interest rate swap and
futures, credit default swaps, cross currency
swaps, forward foreign exchange contracts
and options on interest rates, foreign
currencies and equities.

Derivative instruments are initially
recognised at fair value, which is normally
zero or negligible at inception for non-
option derivatives and equivalent to the
market premium paid or received for
purchased or written options. The
derivatives are subsequently re-measured at
their fair value. Fair values are obtained
from quoted market prices in active markets,
including recent market transactions and
valuation techniques that include discounted
cash flow models and option pricing models,
as appropriate. All derivatives are carried as
assets when fair value is positive and as
liabilities when fair value is negative.
Changes in the fair value of any derivatives
that do not qualify for hedge accounting are
recognised immediately in the income
statement.

(b) Hedge accounting

The Group and the Bank use derivative
instruments to manage exposures to
interest rate, foreign currency and credit
risks. In order to manage particular risks,
the Group and the Bank apply hedge
accounting for transactions which meet
specified criteria.

At the inception of the hedge relationship,
the Group and the Bank formally document
the relationship between the hedged item
and the hedging instrument, including the
nature of the risk, the objective and strategy
for undertaking the hedge and the method
that will be used to assess the effectiveness
of the hedging relationship.

(1) Eair value hedge

Where a derivative financial instrument
hedges the changes in fair value of a
recognised asset or liability, any gain or
loss on the hedging instrument is
recognised in the income statement.
The hedged item is also stated at fair
value in respect of the risk being
hedged, with any gain or loss being
recognised in the income statement.

If the hedging instrument expires or is
sold, terminated or exercised or where
the hedge no longer meets the criteria
for hedge accounting, the hedge
relationship is terminated. For hedged
items recorded at amortised cost, the
difference between the carrying value
of the hedged item on termination and
the face value is amortised over the
remaining term of the original hedge
using the effective interest rate. If the
hedged item is derecognised, the
unamortised fair value adjustment is
recognised immediately in the income
statement.
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to cash flow hedges. Any gain or loss
on the hedging instrument relating to
the effective portion of the hedge is
recognised in other comprehensive

3.3 Summary of significant accounting policies (cont’d.)

(vi) Derivative instruments and hedge accounting

(cont'd.)
(b) Hedge accounting (cont’d.)

(2) Cash flow hedge

For designated and qualifying cash
flow hedges, the effective portion of
the gain or loss on the hedging
instrument is initially recognised
directly in equity in the cash flow
hedge reserve. The ineffective portion
of the gain or loss on the hedging
instrument is recognised immediately
in non-interest income.

When the hedged cash flow affects the
income statement, the gain or loss on
the hedging instrument is recorded in
the corresponding income or expense
line of the income statement.

When a hedging instrument expires, or
is sold, terminated, exercised or when
a hedge no longer meets the criteria
for hedge accounting, any cumulative
gain or loss existing in other
comprehensive income at that time
remains in other comprehensive
income and is recognised when the
hedged forecast transaction is
ultimately recognised in the income
statement.

When a forecast transaction is no
longer expected to occur, the
cumulative gain or loss that was
reported in other comprehensive
income is immediately transferred to
the income statement.

The Group and the Bank did not apply
cash flow hedge as at the financial
period end.

(3) Hedge of net investments in foreign
operations

Hedges of net investments in foreign
operations are accounted for similarly

income. The gain or loss relating to the
ineffective portion is recognised
immediately in the income statement.

On disposal of the foreign operations,
the cumulative value of any such gains
or losses recognised in other
comprehensive income is transferred
to the income statement.

The Group and the Bank did not apply
hedge of net investments in foreign
operations as at the financial period
end.

(vii) Embedded derivatives

Derivatives embedded in other financial
instruments are treated as separate derivatives
and recorded at fair value if their economic
characteristics and risks are not closely related to
those of the host contract and the host contract
is not itself held-for-trading or designated at fair
value through profit or loss. The embedded
derivatives separated from the host are carried at
fair value in the trading portfolio with changes in
fair value recognised in the income statement.

(viii) Other financial assets and financial liabilities:

Repurchase agreements

Securities purchased under resale agreements are
securities which the Group and the Bank had
purchased with a commitment to resell at future
dates. The commitments to resell the securities
are reflected as assets on the statement of
financial position.

Conversely, obligations on securities sold under
repurchase agreements are securities which the
Group and the Bank had sold from its portfolio,
with a commitment to repurchase at future dates.
Such financing transactions and corresponding
obligations to purchase the securities are
reflected as liabilities on the statement of
financial position.



3.3 Summary of significant accounting policies (cont’d.)

(ix) Property, plant and equipment and

depreciation

All items of property, plant and equipment are
initially recorded at cost. The cost of an item of
property, plant and equipment is recognised as an
asset, if and only if, it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can
be measured reliably.

Subsequent to recognition, plant and equipment
and furniture and fixtures are measured at cost
less accumulated depreciation and accumulated
impairment losses. When significant parts of
property, plant and equipment are required to be
replaced in intervals, the Group recognises such
parts as individual assets with specific useful lives
and depreciation, respectively. Likewise, when a
major inspection is performed, its cost is
recognised in the carrying amount of the plant
and equipment as a replacement if the
recognition criteria are satisfied. All other repair
and maintenance costs are recognised in the
income statement as incurred.

Any revaluation surplus is recognised in other
comprehensive income and accumulated in equity
under the asset revaluation reserve, except to the
extent that it reverses a revaluation decrease of
the same asset previously recognised in the
income statement, in which case the increase is
recognised in the income statement. A
revaluation deficit is recognised in the income
statement, except to the extent that it offsets an
existing surplus on the same asset carried in the
asset revaluation reserve.

Any accumulated depreciation as at the
revaluation date is eliminated against the gross
carrying amount of the asset and the net amount
is restated to the revalued amount of the asset.
The revaluation surplus included in the asset
revaluation reserve in respect of an asset is
transferred directly to retained earnings on
retirement or disposal of the asset.

Freehold land has an unlimited useful life and
therefore is not depreciated. Buildings-in-progress
are also not depreciated as these assets are not
available for use. Leasehold land is depreciated
over the period of the respective leases which
ranges from 35 to 999 years. The remaining
period of respective leases ranges from 6 to 906
years.

Depreciation of other property, plant and
equipment is computed on a straight-line basis
over its estimated useful life at the following
annual rates:

Buildings on freehold 50 years

land
Buildings on leasehold 50 years or remaining
land life of the lease,

whichever is shorter
Office furniture, fittings, 10% - 25%
equipment and
renovations

Computers and 14% - 25%
peripherals

Electrical and security 8% - 25%
equipment

Motor vehicles 20% - 25%

The carrying values of property, plant and
equipment are reviewed for impairment when
events or changes in circumstances indicate that
the carrying value may not be recoverable.

The residual value, useful life and depreciation
method are reviewed at each financial year-end
and adjusted prospectively, if appropriate.

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

183

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership
Governance

Financial &
Others

AGM
Information



184 Malayan Banking Berhad
Maybank Six Months Report - December 2011

- 31 December 2011

3.3 Summary of significant accounting policies (cont’d.)

(x)

(xi)

Investment properties

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

Gains or losses arising from changes in the fair
values of investment properties are recognised in
the income statement in the year in which they
arise.

A property interest under an operating lease is
classified and accounted for as an investment
property on a property-by-property basis when
the Group holds it to earn rentals or for capital
appreciation or both. Any such property interest
under an operating lease classified as an
investment property is carried at fair value.

Transfers are made to or from investment
property only when there is a change in use. For
a transfer from investment property to owner-
occupied property, the deemed cost for
subsequent accounting is the fair value at the
date of change in use. For a transfer from
owner-occupied property to investment property,
the property is accounted for in accordance with
the accounting policy for property, plant and
equipment set out in Note 3.3 (ix) up to the date
of change in use.

Other assets

Other assets are carried at anticipated realisable
values. Bad debts are written off when identified.
An estimate is made for doubtful debts based on
a review of all outstanding amounts as at the
reporting date.

(xii)

Included in other assets are physical gold held by
the Bank as a result of its broker-dealer activities.
These are accounted for at fair value less costs to
sell. Changes in fair value less costs to sell are
recorded in non-interest income.

Development properties for sale

Development properties are those properties
which are held with the intention of development
and sale in the ordinary course of business.

Development properties that are unsold are
carried at the lower of cost and net realisable
value. Net realisable value is the estimated selling
price in the ordinary course of business less cost
to complete the development and selling
expenses.

The cost of properties under development
comprise specifically identified costs, including
acquisition costs, development expenditure,
borrowing costs and other related expenditure.
Borrowing costs payable on loans funding
development properties are also capitalised, on a
specific identification basis, as part of the cost of
the development properties until the completion
of the development.

Revenue from the sale of development properties
is recognised on the transfer of risk and rewards
of ownership.

The Group uses the Completion of Contract
method to recognise revenue from the sale of
development properties.

(xiii) Foreclosed properties

Foreclosed properties are those acquired in full or
partial satisfaction of debts and are stated at the
lower of cost and fair value.

(xiv) Cash and cash equivalents

For the purpose of the cash flow statements, cash
and cash equivalents include cash and bank
balances and short-term funds with remaining
maturity of less than one month.



3.3 Summary of significant accounting policies (cont’d.)

(xv) Impairment of non-financial assets

The carrying amounts of assets, other than
securities portfolio, goodwill, intangible assets
with indefinite useful life, investment properties
and deferred tax, are reviewed at each reporting
date to determine whether there is any indication
of impairment. If any such indication exists, the
asset’s recoverable amount is estimated to
determine the amount of impairment loss.

For goodwill, intangible assets that have an
indefinite useful life and intangible assets that
are not yet available for use, the recoverable
amount is estimated at each reporting date or
more frequently when indicators of impairment
are identified.

For the purpose of impairment testing of these
assets, recoverable amount is determined on an
individual asset basis unless the asset does not
generate cash flows that are largely independent
of those from other assets. If this is the case,
recoverable amount is determined for the
cash-generating unit (“CGU”) to which the asset
belongs to. Goodwill acquired in a business
combination is, from the acquisition date,
allocated to each of the Group’s CGUs, or groups
of CGUs, that are expected to benefit from the
synergies of the combination, irrespective of
whether other assets or liabilities of the Group
are assigned to those units or groups of units.

(xvi) Provisions for liabilities

Provisions for liabilities are recognised when the
Group and the Bank have a present obligation as
a result of a past event and it is probable that an
outflow of resources embodying economic
benefits will be required to settle the obligation
and a reliable estimate of the amount can be
made.

Provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate.
Where the effect of the time value of money is
material, the amount of the provision is the
present value of the expenditure expected to be
required to settle the obligation.

(xvii) Profit equalisation reserves (“PER")

PER is the amount appropriated out of the total
gross income in order to maintain a certain level
of return to depositors in conformity with Bank
Negara Malaysia’s “The Framework of the Rate of
Return” (BNM/GP2-i). PER is appropriated from
and written back to the total gross income in
deriving the net distributable gross income. This
amount appropriated is shared by the depositors
and the Group. The PER is deducted at a rate
which does not exceed the maximum amount of
the total of 15% of monthly gross income,
monthly net trading income, other income and
irregular income. PER is maintained up to the
maximum of 30% of total capital fund.

With the issuance of BNM'’s Revised Guidelines
for PER in May 2011, the PER is accounted for as
follows:

(a) The creation of PER establishes an
obligation to manage distribution to the
Investment Account Holders (“IAH”) from a
Shariah perspective. The PER of the IAH is
classified as a liability and recognised at
cost. The subsequent apportionments of
profit to the IAH are recognised in the
income statement. The eventual distribution
of PER as profit distributable to IAH will be
treated as an outflow of funds due to the
settlement of obligation to the IAH; and

(b) The PER of the Islamic Banking Institution
(“IBI") is allocated from retained profits and
classified as a separate reserve in equity and
is non-distributable. Subsequent
apportionments from and distributions to
retained profits are treated as transfer
between reserves.

(xviii) Foreign currencies
(a) Functional and presentation currency

The individual financial statements of each
entity in the Group are measured using the
currency of the primary economic
environment in which the entity operates
(“the functional currency”). The consolidated
financial statements are presented in
Ringgit Malaysia (“RM”), which is also the
Bank’s functional currency.

185

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership
Governance

Financial &
Others

AGM
Information



Malayan Banking Berhad
Maybank Six Months Report - December 2011

186

- 31 December 2011

(c)

3.3 Summary of significant accounting policies (cont’d.)
(xviii) Foreign currencies (cont’d.)

(b) Foreign currency transactions

Transactions in foreign currencies are
measured in the respective functional
currencies of the Bank and its subsidiaries
and are recorded on initial recognition in
the functional currencies at exchange rates
approximating those ruling at the
transaction dates. Monetary assets and
liabilities denominated in foreign currencies
are translated at the rate of exchange ruling
at the reporting date. Non-monetary items
denominated in foreign currencies that are
measured at historical cost are translated
using the exchange rates as at the dates of
the initial transactions. Non-monetary items
denominated in foreign currencies measured
at fair value are translated using the
exchange rates at the date when the fair
value was determined.

Exchange differences arising on the
settlement of monetary items or on
translating monetary items at the reporting
date are recognised in the income statement
except for exchange differences arising on
monetary items that form part of the
Group’s net investment in foreign
operations, which are recognised initially in
other comprehensive income and
accumulated under foreign currency
translation reserve in equity. The foreign
currency translation reserve is reclassified
from equity to the income statement of the
Group on disposal of the foreign operation.

Exchange differences arising on the
translation of non-monetary items carried at
fair value are included in the income
statement for the period except for the
differences arising on the translation of
non-monetary items in respect of which
gains and losses are recognised directly in
equity. Exchange differences arising from
such non-monetary items are also
recognised directly in equity.

Foreign operations

The results and financial position of foreign
operations that have a functional currency
different from the presentation currency
(“RM”) of the consolidated financial
statements are translated into RM as
follows:

«  Assets and liabilities of foreign
operations are translated at the closing
rate prevailing at the reporting date;

. Income and expenses for each income
statement are translated at average
exchange rates for the year, which
approximates the exchange rates at the
dates of the transactions; and

e All resulting exchange differences are
taken directly to other comprehensive
income through the foreign currency
translation.

On the disposal of a foreign operation, the
cumulative amount of the exchange
differences relating to that foreign
operation, recognised in other
comprehensive income and accumulated in
the separate component of equity, is
reclassified from equity to the income
statement (as a reclassification adjustment)
when the gain or loss on disposal is
recognised.

On the partial disposal of a subsidiary that
includes a foreign operation, the Group
re-attributes the proportionate share of the
cumulative amount of the exchange
differences recognised in other
comprehensive income to the non-
controlling interests in that foreign
operation. In any other partial disposal of a
foreign operation, the Group reclassifies to
the income statement only the
proportionate share of the cumulative
amount of the exchange differences
recognised in other comprehensive income.



3.3 Summary of significant accounting policies (cont’d.)

(xviii) Foreign currencies (cont’d.)

(c)

Foreign operations (cont’d.)

Goodwill and fair value adjustments arising
on the acquisition of foreign operations on
or after 1 January 2006 are treated as assets
and liabilities of the foreign operations and
are recorded in the functional currency of
the foreign operations and translated at the
closing rate at the reporting date. Goodwill
and fair value adjustments which arose on
the acquisition of foreign subsidiaries before
1 January 2006 are deemed to be assets and
liabilities of the parent entity and are
recorded in RM at the rates prevailing at the
date of acquisition.

(xix) Income tax and zakat

(a)

Income tax

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

Deferred tax is provided for using the
liability method. In principle, deferred tax
liabilities are recognised for all taxable
temporary differences and deferred tax
assets are recognised for all deductible
temporary differences, unused tax losses
and unused tax credits to the extent that it
is probable that taxable profit will be
available against which the deductible
temporary differences, unused tax losses
and unused tax credits can be utilised.
Deferred tax is not recognised if the
temporary difference arises from goodwill or
negative goodwill or from the initial
recognition of an asset or liability in a
transaction which is not a business
combination and at the time of the
transaction, affects neither accounting profit
nor taxable profit.

(b)

(a)

Deferred tax is measured at the tax rates
that are expected to apply in the period
when the asset is realised or the liability is
settled, based on tax rates that have been
enacted or substantively enacted at the
reporting date. Deferred tax is recognised as
income or an expense and included in the
income statement for the period, except
when it arises from a transaction which is
recognised directly in equity, in which case
the deferred tax is also recognised directly
in equity, or when it arises from a business
combination that is an acquisition, in which
case the deferred tax is included in the
resulting goodwill or the amount of any
excess of the acquirer’s interest in the net
fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities
over the cost of the combination.

Zakat

This represent business zakat payable by the
Group in compliance with Shariah principles
and as approved by the Group’s Shariah
Committee.

(xx) Leases

Classification

A lease is recognised as a finance lease if it
transfers substantially to the Group all the
risks and rewards incidental to ownership.
Leases of land and buildings are classified as
operating or finance leases in the same way
as leases of other assets and the land and
buildings elements of a lease of land and
buildings are considered separately for the
purposes of lease classification. All leases
that do not transfer substantially all the
risks and rewards are classified as operating
leases, with the following exceptions:

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

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

benefit of incentives provided by the lessor

3.3 Summary of significant accounting policies (cont’d.)
(xx) Leases (cont’d.)

(a) Classification (cont’d.)

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

(b) Finance lease - the Group as lessee

Assets acquired by way of hire purchase or
finance leases are stated at an amount equal
to the lower of their fair values and the
present value of the minimum lease
payments at the inception of the leases, less
accumulated depreciation and impairment
losses. The corresponding liability is
included in the statement of financial
position as borrowings. In calculating the
present value of the minimum lease
payments, the discount factor used is the
interest rate implicit in the lease, when it is
practical to determine; otherwise, the Bank’s
incremental borrowing rate is used. Any
initial direct costs are also added to the
carrying amount of such assets.

Lease payments are apportioned between

(d)

is recognised as a reduction of rental
expense over the lease term on a straight-
line basis.

In the case of a lease of land and buildings,
the minimum lease payments or the
up-front payments made are allocated,
whenever necessary, between the land and
the buildings elements in proportion to the
relative fair values for leasehold interests in
the land element and building element of
the lease at the inception of the lease. The
up-front payment represents prepaid lease
payments and are amortised on a straight-
line basis over the lease term.

Operating lease - the Group as lessor

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

(xxi) Insurance

the finance costs and the reduction of the (a) Life funds
outstanding liability. Finance costs, which The Life fund <t of | ; liabiliti
represent the difference between the total € |.e unds consist o ) ong-term fabilities
leasi . . to policyholders, determined by an annual
easing commitments and the fair value of . i
) o actuarial valuation, as well as accumulated
the assets acquired, are recognised in the lus. Surolus is transferred to th
income statement over the term of the SUTPIUS. SUTPIUS 1S trans 'erre ) 0 ?
shareholders and recognised in the income
relevant lease so as to produce a constant ; ;
s - statement as determined by the Appointed
periodic rate of charge on the remaining Act
balance of the obligations for each ctuary.
accounting period.
(b) Takaful funds

The depreciation policy for leased assets is
in accordance with that for depreciable
property, plant and equipment as described
in Note 3.3(ix).

The Group’s Takaful funds are operated
under the Mudharabah and Wakalah models
and are maintained in accordance with the
requirements of the Takaful Act, 1984 and
comply with the principles of Shariah.



3.3 Summary of significant accounting policies (cont’d.)

(xxi) Insurance (cont'd.)

(c) Premium/contribution liabilities,
unearned premium/contribution reserves
and unexpired risk reserves (cont’d.)

(1) Premium/contribution liabilities

Premium/contribution liabilities
represent the insurer’s future
obligations on insurance/takaful
contracts as represented by premium/
contribution received for that have not
yet expired. The movement in
premium/contribution liabilities is
released over the term of the insurance
contracts and is recognised as
premium/contribution income.

Premium liabilities for general
insurance business are reported at the
higher of the aggregate of the
unearned premium reserves for all
lines of business or the best estimate
value of the reinsurer’s unexpired risk
reserves at the end of the financial
year and a provision of risk margin for
adverse deviation (“PRAD”) calculated
at the overall subsidiary level.

Contribution liabilities for general
takaful business are reported at the
higher of the aggregate of the
unearned contribution reserves for all
line of business or the total fund’s
unexpired risk reserves at 75%
confidence level at the end of the
financial period.

(2) Unearned premium reserves (“UPR”)
and unearned contribution reserves
(HUCR”)

UPR and UCR represent the portion of
the net premiums and contribution of
insurance policies and takaful
certificates written that relate to the
unexpired periods of policies and
certificates at the end of the financial

3)
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period. In determining the UPR and

. Who
UCR at the reporting date, the method We Are
that most accurately reflect the actual
unearned premium is used as follows:
. Strategy
- 25% method for marine cargo and
aviation cargo, and transit
business; Performance
- 1/24th method for other classes
of Malaysian policies general of Business
Review

insurance business and 1/365th
method for all other classes of
general takaful business within
Malaysia, reduced by the
corresponding percentage of Leadership
accounted gross direct business
commissions to the corresponding | Governance
premiums/contributions, not
exceeding limits specified by Bank | | Financial &
Negara Malaysia; Others

- 1/8th method for all classes of
overseas inward treaty business AGM
with a deduction of 20% for Information
commissions for general
insurance business;

- Earned upon maturity method
bond business for general takaful
business; and

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

Responsibility

Unexpired risk reserves (“URR”)

The URR is the prospective estimate of
the expected future payments arising
from future events insured under
certificates in force as at the end of
the financial period and also includes
allowance for expenses, including
overheads and cost of retakaful,
expected to be incurred during the
unexpired period in administering
these certificates and settling the
relevant claims, and expected future
contribution refunds.
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3.3 Summary of significant accounting policies (cont’d.)

(xxi) Insurance (cont’d.)

(c)

(d)

(e)

Premium/contribution liabilities,
unearned premium/contribution reserves
and unexpired risk reserves (cont’d.)

(3) Unexpired risk reserves (“URR”)
(cont’d.)

In determining the best estimate URR,
the resulting best estimate ultimate
claims ratio from the latest accident
year is applied to the corresponding
UCR as the prospective assessment of
the amount that needs to be set aside
in order to provide for claims and
allocated claims costs that will result
out of unexpired future periods of
cover. In order to arrive at URR at 75%
confidence level, the best estimate
URR is added with PRAD for each line
of business.

Family Takaful fund

The Family Takaful fund consists of the
amounts attributable to participants as
determined by the annual actuarial
valuation, the accumulated surplus
attributable to participants and AFS reserves
pertaining to investments of the Family
Takaful fund. Any deficit in the Family
Takaful fund will be made good by the
shareholder’s funds via a benevolent loan or
Qardhul Hassan. Surplus distributable to
participants is distributed in accordance
with the terms and conditions prescribed by
the Shariah Committee of the takaful
subsidiary.

General Takaful fund

The General Takaful fund consists of
unearned contribution reserves, the
accumulated surplus attributable to
participants and AFS reserves pertaining to
investments of the General Takaful fund.
Any deficit in the General Takaful fund will
be made good by the shareholder’s funds via
a benevolent loan or Qardhul Hassan.
Surplus distributable to participants is
distributed in accordance with the terms

(f)

and conditions prescribed by the Shariah
Committee of the respective takaful
subsidiary.

Claims liabilities/provision for
outstanding claims

For general insurance and general takaful
businesses, a liability for outstanding claims
is recognised in respect of both direct
insurance and inward reinsurance. Claims
liability are estimated costs of all claims
incurred but not settled at the reporting
date, whether reported or not, together with
related claims handling costs and other
recoveries being the cost of claims incurred
and reported to the Insurer as well as a
reserve for claims incurred but not reported
(“IBNR™) and a PRAD calculated at 99.5%
confidence level for insurer and takaful
operator at the overall subsidiaries level.
The claims liabilities are determined based
upon the analysis performed by the
Qualified Actuary, using a range of actuarial
claims projection techniques based on,
amongst others, actual claims development
patterns.

Liabilities of life insurance and family takaful
businesses are determined in accordance
with BNM’s Risk-Based Capital (“RBC”)
Framework for insurers/takaful operators.
All life insurance/family takaful liabilities are
valued using a prospective actuarial
valuation based on the sum of the present
value of future benefits and expenses less
future gross considerations arising from the
policies/certificates discounted at the
appropriate risk discount rate. This method
is known as the gross premium valuation
method.

Family takaful certificate liabilities are
recognised when certificate are in-forced
and contributions are charged. The family
takaful certificate liabilities are derecognised
when the contract expires, is discharged or
is cancelled. At each reporting date, an
assessment is made of whether the
recognised family takaful contract liabilities
are adequate by using an existing liability
adequacy test.



3.3 Summary of significant accounting policies (cont’d.)

(xxii) Recognition of interest, financing and profit

income and expense

For all financial instruments measured at
amortised cost and interest/profit-bearing
financial assets classified as held-for-trading and
available-for-sale, interest income and expense
for all interest-bearing financial instruments are
recognised within “interest income” and “interest
expense” in the income statement using the
effective interest method.

The effective interest method is a method of
calculating the amortised cost of a financial asset
or a financial liability and of allocating the
interest income or interest expense over the
relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash
payments or receipts through the expected life of
the financial instruments or, when appropriate, a
shorter period to the net carrying amount of the
financial asset or financial liability. When
calculating the effective interest rate, the Group
takes into account all contractual terms of the
financial instrument and includes any fees or
incremental costs that are directly attributable to
the instrument and are an integral part of the
effective interest rate, but does not consider
future credit losses.

Interest on impaired financial assets is recognised
using the rate of interest used to discount the
future cash flows for the purpose of measuring
the impairment loss.

A financial asset or a group of financial assets is
deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of
one or more events that has occurred after the
initial recognition of the asset (an incurred ‘loss
event’) and that loss event (or events) has an
impact on the estimated future cash flows of the
financial asset or the group of financial assets
that can be reliably estimated.

Income and expense from Islamic banking
business is recognised on an accrual basis in
accordance with the principles of Shariah.

(xxiii) Recognition of fee and other income

Loan arrangement, management and participation
fees, factoring commissions, underwriting
commissions, brokerage fees and guarantee fees
are recognised as income based on accrual on
time apportionment method. Fees from advisory
and corporate finance activities are recognised
net of service taxes and discounts on completion
of each stage of the assignment.

Dividend income is recognised when the
shareholder’s right to receive payment is
established.

Premium and contribution from general insurance
and general takaful businesses, respectively, are
recognised as income in a financial period in
respect of risks assumed during that particular
financial period upon the issuance of debit notes.
Premium/contribution in respect of risk incepted
for which debit notes have not been issued as of
the reporting date are accrued at that date.
Inward treaty reinsurance premium/retakaful
contributions are recognised on the basis of
periodic advices received from ceding insurers/
takaful operators. Inward facultative reinsurance
premium/retakaful contributions are recognised
in the financial period in respect of the
facultative risks accepted during that particular
financial period, as in the case of direct policies,
following the individual risks’ inception dates.

Premium and contribution for life insurance and
family takaful businesses are recognised as soon
as the amount of the premium/contribution can
be reliably measured. Initial premium/
contribution is recognised from inception date
and subsequent premiums/contributions are
recognised on due dates. At the end of the
financial period, all due premiums/contributions
are accounted for to the extent that they can be
reliably measured.

Outward reinsurance premium/retakaful
contributions are recognised in the same financial
period as the original policies/certificates to
which the reinsurance/retakaful relates.

Gross contribution for takaful business is
accounted for on an accrual basis in accordance
with the Principles of Shariah as advised by Etiqa
Takaful Berhad’s Shariah Committee. Unrealised
income is deferred and receipts in advance are
treated as liabilities in the statement of financial
position.
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3.3 Summary of significant accounting policies (cont’d.)

(xxii) Recognition of fee and other income (cont’d.)

Rollover fees on margin accounts and
management fees from asset management are
recognised on an accrual basis.

(xxiv) Employee benefits

(a)

(b)

(c)

Short-term benefits

Wages, salaries, bonuses and social security
contributions are recognised as an expense
in the year in which the associated services
are rendered by employees of the Group
and the Bank. Short-term accumulating
compensated absences such as paid annual
leave are recognised when services are
rendered by employees that increase their
entitlement to future compensated
absences. Short-term non-accumulating
compensated absences such as sick leave
are recognised when the absences occur.

Defined contribution plans

As required by law, companies in Malaysia
make contributions to the Employees
Provident Fund (“EPF”). Certain foreign
branches of the Bank and subsidiaries make
contributions to their respective countries’
statutory pension schemes. Such
contributions are recognised as an expense
in the income statement when incurred.

Share-based compensation
(i) ESOS

The ESOS is an equity-settled share-
based compensation plan that allows
the Group’s Directors and employees
to acquire shares of the Bank. The total
fair value of share options granted to
employees is recognised as an
employee cost with a corresponding
increase in the share option reserve
within equity over the vesting period
and taking into account the probability
that the options will vest. The fair
value of share options is measured at
grant date, taking into account, if any,
the market vesting conditions upon
which the options were granted but

(i)

excluding the impact of any non-
market vesting conditions. Non-market
vesting conditions are included in
assumptions about the number of
options that are expected to become
exercisable on vesting date.

At each reporting date, the Group
revises its estimates of the number of
options that are expected to become
exercisable on vesting date. It
recognises the impact of the revision
of original estimates, if any, in the
income statement and a corresponding
adjustment to equity over the
remaining vesting period. The equity
amount is recognised in the share
option reserve.

The proceeds received net of any
directly attributable transaction costs
are credited to share capital when the
options are exercised. The share option
reserve is transferred to retained
earnings upon expiry of the share
option.

Restricted share units (“RSU”)

Senior management personnel of the
Group are entitled to performance-
based restricted shares as
consideration for services rendered.
The RSU may be settled by way of
issuance and transfer of new Maybank
Shares or by cash at the absolute
discretion of the ESS Committee. The
total fair value of RSU granted to
senior management employees is
recognised as an employee cost with a
corresponding increase in the reserve
within equity over the vesting period
and taking into account the probability
that the RSU will vest. The fair value of
RSU is measured at grant date, taking
into account, the market vesting
conditions upon which the RSU were
granted but excluding the impact of
any non-market vesting conditions.
Non-market vesting conditions are
included in assumptions about the
number of shares that are expected to
be awarded on the vesting date.



3.3 Summary of significant accounting policies (cont’d.)
(odv) Employee benefits (cont’d.)
(c) Share-based compensation (cont’d.)
(i) Restricted share units (“RSU”) (cont’d.)

At each reporting date, the Group
revises its estimates of the number of
RSU that are expected to be awarded
on vesting date. It recognises the
impact of the revision of original
estimates, if any, in the income
statement and a corresponding
adjustment to equity over the
remaining vesting period. The equity
amount is recognised in the share
option reserve.

(xxv) Non-current assets held-for-sale and
discontinued operations

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

Immediately before classification as held-for-sale,
the measurement of the non-current assets is
brought up-to-date in accordance with applicable
FRSs. Then, on initial classification as held-for-
sale, non-current assets (other than the
investment properties, deferred tax assets,
employees’ benefits assets, financial assets and
inventories) are measured in accordance with FRS
5 that is at the lower of carrying amount and fair
value less costs to sell. Any differences are
included in the income statement.

A component of the Bank is classified as a
discontinued operation when the criteria to be
classified as held-for-sale have been met or it has
been disposed off and such a component
represents a separate major line of business or
geographical area of operations, is part of a
single co-ordinated major line of business or
geographical area of operations or a subsidiary
acquired exclusively with a view to resale.

(xxvi) Share capital and dividends declared

Ordinary shares are classified as equity when
there is no contracted obligation to transfer cash
on other financial assets. Cost directly
attributable to the issuance of new equity shares
are taken for equity as a deduction for the
proceeds.

Dividends declared on ordinary shares are
accounted for as an appropriation of retained
profits in the period in which all relevant
approvals have been obtained.

(xvi)) Contingent liabilities and contingent assets

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the
probability or outflow of economic benefits is
remote. Possible obligations, whose existence will
only be confirmed by the occurrence or non-
occurrence of one or more future events are also
disclosed as contingent liabilities unless the
probability of outflow of economic benefits is
remote.

A contingent asset is a possible asset that arises
from past events whose existence will be
confirmed by the occurrence or non-occurrence
of one or more uncertain future events beyond
the control of the Group. The Group does not
recognise contingent assets but discloses its
existence where inflows of economic benefits are
probable, but not virtually certain.

(xxvii) Earnings per share

The Group presents basic and diluted (where
applicable) earnings per share (“EPS”) data for its
ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary
shareholders of the Bank by the weighted average
number of ordinary shares outstanding during the
period net of treasury shares. Diluted EPS is
determined by adjusting the profit or loss
attributable to ordinary shareholders and the
weighted average number of ordinary shares
outstanding for the effects of all dilutive potential
ordinary shares. No adjustment is made for
anti-dilutive potential ordinary shares.
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3.3 Summary of significant accounting policies (cont’d.)

(xxix) Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided to
the chief operating decision-maker. The chief
operating decision-maker is the person or group
that allocates resources to and assesses the
performance of the operating segments of an
entity. The Group has determined the Group
Executive Committee as its chief operating
decision-maker.

All transactions between business segments are
conducted on an arm’s length basis, with
intra-segment revenue and costs being eliminated
in head office. Income and expenses directly
associated with each segment are included in
determining business segment performance.

3.4 Transition to Malaysian Financial Reporting

Standards Framework (“MFRS Framework”)

On 19 November 2011, the Malaysian Accounting
Standards Board (“MASB”) issued a new MASB
approved accounting framework, the Malaysian
Financial Reporting Standard (“MFRS”) Framework.

The MFRS Framework is to be applied by all Entities
Other than Private Entities for annual periods
beginning on or after 1 January 2012.

The Group will be required to prepare financial
statements using the MFRS Framework in its first
MFRS financial statements for the year ending 31
December 2012. In presenting its first MFRS financial
statements, the Group will need to restate the
comparative financial statements to amounts reflecting
the application of MFRS Framework. The majority of
the adjustments required on transition will be made,
retrospectively, against opening retained profits.

The Group has established a project team to plan and
manage the adoption of the MFRS Framework. This
project consists of the following phases:

(@) Assessment and planning phase
This phase involves the following:

(i)  High level identification of the key
differences between Financial Reporting

Standards and accounting standards under
the MFRS Framework and disclosures that
are expected to arise from the adoption of
MFRS Framework;

(ii) Evaluation of any training requirements; and
(iii) Preparation of a conversion plan.

(b) Implementation and review phase
This phase aims to:

(i)  Formulate new and/or revised accounting
policies and procedures for compliance with
the MFRS Framework;

(i) Identify potential financial effects as at the
date of transition, arising from the adoption
of the MFRS Framework;

(iii) Develop disclosures required by the MFRS
Framework; and

(iv) Develop training programs for the staff, if
deemed necessary.

The Group has not completed its assessment of the
financial effects of the differences between Financial
Reporting Standards and accounting standards under
the MFRS Framework. Accordingly, the consolidated
financial performance and financial position as
disclosed in these financial statements for the period
ended 31 December 2011 could be different upon the
adoption of MFRS 1 - First-time Adoption of Malaysian
Financial Reporting Standards.

This standard allows the first-time adopter to use one
or more of the exemptions or exceptions contained in
the standard.

Among others are the Group and the Bank may elect
to measure the Property, Plant and Equipment,
Investment Property and Intangible Assets at fair value
at the date of transition and to treat the fair value as
their deemed cost at that date for subsequent
measurement purposes.

The Group considers that it is achieving its scheduled
milestones and expects to be in a position to fully
comply with the requirements of the MFRS Framework
for the financial year ending 31 December 2012.



The preparation of financial statements requires
management to make judgments, estimates and
assumptions that affect the application of policies and

reported amounts of assets, liabilities, income and expenses.

Although these estimates are based on management’s best
knowledge of current events and actions, actual results may
differ from those estimates. Critical accounting estimates
and assumptions used that are significant to the financial
statements and areas involving higher degree of judgment
and complexity, are as follows:

4.1 Impairment of securities portfolio (Notes 8, 9
and 10)

The Group and the Bank review the securities portfolio
of HFT, AFS and HTM and assess at each reporting
date whether there is any objective evidence that the
investment is impaired. If there are indicators or
objective evidence, the assets are subject to
impairment review.

The impairment review comprises the following
judgment made by management:

(i) Determination whether its investment is impaired
following certain indicators such as, amongst
others, prolonged decline in fair value, significant
financial difficulties of the issuer or obligors, the
disappearance of an active trading market and
deterioration of the credit quality of the issuers
or obligors.

(i) Determination of “significant” or “prolonged”
requires judgment and management evaluation
on various factors, such as historical fair value
movement and the significant reduction in fair
value.

4.2 Fair value estimation of securities held-for-trading
(Note 8), securities available-for-sale (Note 9) and
derivative financial instruments (Note 12)

The fair value of securities and derivatives that are not
traded in an active market are determined using
valuation techniques based on assumptions of market
conditions existing at the reporting date, including
reference to quoted market prices and independent
dealer quotes for similar securities and discounted
cash flow method.

4.3 Impairment losses on loans and advances (Note 11
and 38)

The Group and the Bank review its individually
significant loans, advances and financing at each
reporting date to assess whether an impairment loss
should be recorded in the income statement. In
particular, judgment by management is required in the
estimation of the amount and timing of future cash
flows when determining the impairment loss. In
estimating these cash flows, the Group and the Bank
make judgments about the borrower’s or the
customer’s financial situation and the net realisable
value of collateral. These estimates are based on
assumptions about a number of factors and actual
results may differ, resulting in future changes to the
allowances.

Loans and advances that have been assessed
individually and found not to be impaired and all
individually insignificant loans and advances are then
assessed collectively, in groups of assets with similar
risk characteristics, to determine whether provision
should be made due to incurred loss events for which
there is objective evidence but whose effects are not
yet evident. The collective assessment takes account of
data from the loan portfolio (such as credit quality,
levels of arrears, credit utilisation, loan to collateral
ratios, etc.), and concentrations of risks (such as the
performance of different individual groups).

4.4 Valuation of investment properties (Note 14)

The measurement of the fair value for investment
properties is arrived at by reference to market
evidence of transaction prices for similar properties
and is performed by independent professional valuers.

4.5 Impairment of investment in subsidiaries (Note 16)
and interest in associates (Note 17)

The Group assesses whether there is any indication
that an investment in subsidiaries and interest in
associates may be impaired at each reporting date.

If indicators are present, these assets are subject to
impairment review. The impairment review comprises a
comparison of the carrying amount of the investment
and the investment’s estimated recoverable amount.
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4.5 Impairment of investment in subsidiaries (Note 16)

and interest in associates (Note 17) (cont’d.)

Judgments made by management in the process of
applying the Group’s accounting policies in respect of
investment in subsidiaries and interest in associates
are as follows:

(i)  The Group determines whether its investments
are impaired following certain indications of
impairment such as, amongst others, prolonged
shortfall between market value and carrying
amount, significant changes with adverse effects
on the investment and deteriorating financial
performance of the investment due to observed
changes and fundamentals.

(i) Depending on their nature and the industries in
which the investments relate to, judgments are
made by management to select suitable methods
of valuation such as, amongst others, discounted
cash flow, realisable net asset value and sector
average price-earning ratio methods.

Once a suitable method of valuation is selected,
management makes certain assumptions concerning
the future to estimate the recoverable amount of the
investment. These assumptions and other key sources
of estimation uncertainty at the reporting date, may
have a significant risk of causing a material adjustment
to the carrying amounts of the investments within the
next financial year. Depending on the specific
individual investment, assumptions made by
management may include, amongst others,
assumptions on expected future cash flows, revenue
growth, discount rate used for purposes of discounting
future cash flows which incorporates the relevant risks,
and expected future outcome of certain past events.

Sensitivity to changes in assumptions

Management believes that no reasonably expected
possible change in the key assumptions described
above would cause the carrying amounts of the
investments to materially exceed their recoverable
amounts.

4.6

4.7

4.8

Impairment of goodwill (Note 19(a))

The Group tests annually whether the goodwill that
has an indefinite life has suffered any impairment by
measuring the recoverable amount of the goodwill
based on the value-in-use method, which requires the
use of estimates of cash flow projections, growth rates
and discount rates. Changes to the assumptions used
by management, particularly the discount rate and the
terminal value, may affect the results of the
impairment assessment.

Impairment of other intangible assets (Note
19(b)-(d))

The Group’s and the Bank’s intangible assets that can
be separated and sold and have a finite useful life are
amortised over their estimated useful life.

The determination of the estimated useful life of these
intangible assets requires the Bank’s management to
analyse the circumstances, the industry and market
practice and also to use judgment. At each reporting
date, or more frequently when events or changes in
circumstances dictate, intangible assets are assessed
for indications of impairment. If indications are
present, these assets are subject to an impairment
review. The impairment review comprises a comparison
of the carrying amount of the assets with its
recoverable amount.

Deferred tax (Note 25) and income taxes (Note 40)

The Group and the Bank are subject to income taxes in
many jurisdictions and significant judgment is required
in estimating the provision for income taxes. There are
many transactions and interpretations of tax law for
which the final outcome will not be established until
some time later. Liabilities for taxation are recognised
based on estimates of whether additional taxes will be
payable. The estimation process includes seeking
advice on the tax treatments where appropriate.
Where the final liability for taxation is different from
the amounts that were initially recorded, the
differences will affect the income tax and deferred tax
provisions in the period in which the estimate is
revised or the final liability is established.



4.9 Liabilities of insurance business (Note 53)

(a)

(b)

Life insurance business

There are several sources of uncertainty that
need to be considered in the estimation of life
insurance liabilities.

The main assumptions used relate to mortality,
morbidity, longevity, expenses, withdrawal rates
and discount rates.

These estimates, adjusted when appropriate to
reflect the subsidiary’s unique risk exposure,
provide the basis for the valuation of future
policy benefits payable.

(c)

Family takaful business

For family takaful certificates, estimates are made
for future deaths, disabilities, maturities,
investment returns in accordance with the
subsidiary experience. The family takaful fund
bases the estimate of expected number of deaths
on applied mortality tables, adjusted where
appropriate to reflect the fund’s unique risk
exposures. The estimated number of deaths
determines the value of possible future benefits
to be paid out, which will be factored into
ensuring sufficient cover by reserves, which in
return is monitored against current and future
contributions.

For those certificates that cover risks related to
disability, estimates are made based on recent
past experience and emerging trends.

At each reporting date, these estimates are
reassessed for adequacy and changes will be
reflected as adjustments to the liability.
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BNM has issued new Guidelines on Valuation

Basis for Liabilities for Family Takaful Business mi\re

which shall take effect beginning on and after 1

July 2011. The Guidelines set out prudential Strategy

requirements that should be observed by takaful

operators in valuing liabilities of their family

takaful business with the aim of providing for performance

those liabilities at a specified level of adequacy

with explicit prudential margins. The Guidelines Business
Review

are included to reflect the takaful operators’
fiduciary duty to manage the takaful funds
prudently, treat participants fairly as well as to
ensure that the Shareholders’ fund can

Responsibility

adequately support the takaful business. Leadership
General insurance and general takaful Governance
businesses

The principal uncertainty in the general business g?ﬁ::slal&
and general takaful business arises from the

technical provisions which include the premium/ AGM
contribution liabilities and claim liabilities. The Information

bases of valuation of the premium/contribution
liabilities and claim liabilities are disclosed in
Note 3.3 (xxi).

Generally, claim liabilities are determined based
upon historical claims experience, existing
knowledge of events, the terms and conditions of
the relevant policies and interpretation of
circumstances. Particularly relevant is past
experience with similar cases, historical claims
development trends, legislative changes, judicial
decisions, economic conditions and claims
handling procedures. It is certain that actual,
future contribution and claim liabilities will not
exactly develop as projected and they vary from
the projections.
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5. CASH AND SHORT-TERM FUNDS

Group Bank

31.12.20M 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000

Cash balances and deposits with banks and other financial

institutions 48,893,608 38,697,294 35,887,803 25,780,477
Money at call 195,480 106,225 78,776 23,319
49,089,088 38,803,519 35,966,579 25,803,796

Included in cash and short-term funds of the Group are monies held in trust of RM2,381,143,000 (30.6.2011: RM2,288,415,000) in
respect of the stockbroking business.

6. DEPOSITS AND PLACEMENTS WITH FINANCIAL INSTITUTIONS

Group Bank
31.12.20M1 30.6.2011 31.12.2011 30.6.2011
Note RM’000 RM’000 RM’000 RM’000
Licensed banks @) 5,381,074 9,141,989 5,318,742 6,535,522
Bank Negara Malaysia 474,546 438,018 329,993 397,443
Other financial institutions (b) 597,358 71,506 597,358 711,506
6,452,978 10,291,513 6,246,093 7,644,471

(@) Included in deposits and placements with licensed banks of the Group are monies held in trusts of RM187,401,000
(30.6.2011: RM570,046,000) in respect of the stockbroking business.

(b) Included in deposits and placements with other financial institutions in satisfaction of capital equivalency deposit
requirements are as follows:

(i) USD6.0 million (30.6.2011: USD10.0 million) or Ringgit Malaysia equivalent of RM19.1 million (30.6.2011: RM30.2
million) pledged with the New York State Banking Department;

(i)  SGD49.2 million (30.6.2011: SGD73.1 million) or Ringgit Malaysia equivalent of RM120.3 million (30.6.2011: RM179.7
million) placed with Monetary Authority of Singapore; and

(iiiy USD77.6 million (30.6.2011: USD73.6 million) or Ringgit Malaysia equivalent of RM246.4 million (30.6.2011: RM222.7
million) placed with National Bank of Cambodia.

7. SECURITIES PURCHASED UNDER RESALE AGREEMENTS AND OBLIGATIONS ON SECURITIES SOLD UNDER
REPURCHASE AGREEMENTS

(@) The underlying securities purchased under resale agreements are as follows:

Group Bank

31.12.20M 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000

Private debt securities 1,397,235 - 1,397,235 -




SECURITIES PURCHASED UNDER RESALE AGREEMENTS AND OBLIGATIONS ON SECURITIES SOLD UNDER

REPURCHASE AGREEMENTS (CONT’D.)

(b) The securities sold under repurchase agreements are as follows:

Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
Note RM’000 RM’000 RM’000 RM’000
Securities held-for-trading 8(a) - 275,415 - 275,415
Securities available-for-sale 9(b) 267,652 98,147 267,652 98,147
267,652 373,562 267,652 373,562
SECURITIES HELD-FOR-TRADING
Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
At fair value
Money market instruments:
Malaysian Government Securities 572,088 311,479 572,088 311,479
Malaysian Government Treasury Bills 24,109 111,888 24,109 111,888
Malaysian Government Investment Issues 266,872 50,537 51,160 20,256
Bank Negara Malaysia Bills and Notes 1,476,873 3,658 1,476,873 3,658
Khazanah Bonds 407,614 59,953 407,614 59,953
Bank Negara Malaysia Monetary Notes 4,351,525 251,412 2,468,677 9,060
Foreign Government Treasury Bills 23,738 155,361 - 155,360
Foreign Government Securities 313,489 315,915 - -
Foreign Certificates of Deposits 145,985 240,590 - -
Sukuk Bank Negara Malaysia ljarah 116,331 - - -
Cagamas Bonds 20,146 - 20,146 -
Negotiable instruments of deposits - - 610,093 -
7,718,770 1,500,793 5,630,760 671,654
Quoted securities:
Shares 216,787 358,871 4,815 12,104
216,787 358,871 4,815 12,104
Unquoted securities:
Foreign private debt securities 333,150 1,172,900 295,840 1,091,723
Foreign Government Bonds 3,239 - - -
Malaysia Global Sukuk 9,619 - 9,619 -
Private and Islamic debt securities in Malaysia 1,384,432 1,109,414 1,384,432 1,109,414
1,730,440 2,282,314 1,689,891 2,201,137
Total securities held-for-trading 9,665,997 441,978 7,325,466 2,884,895
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8. SECURITIES HELD-FOR-TRADING (CONT’D.)

(@) Included in security held-for-trading are securities sold under repurchase agreements.

Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Private debt securities (Note 7(b)) - 275,415 - 275,415
9. SECURITIES AVAILABLE-FOR-SALE
Group Bank
31.12.2011 30.6.20M11 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
At fair value, or at cost less impairment losses for certain
unquoted equity instruments
Money market instruments:
Malaysian Government Securities 2,242,451 3,750,910 2,169,811 3,679,217
Sukuk Bank Negara Malaysia ljarah 11,132 11,04 = -
Cagamas Bonds 1,588,212 1,526,312 1,438,321 1,342,316
Foreign Government Securities 7,743,133 9,053,992 5,414,453 6,751,494
Malaysian Government Investment Issues 5,021,404 7,070,669 1,951,840 3,349,048
Foreign Government Treasury Bills 4,092,851 1,157,497 3,720,121 842,567
Negotiable instruments of deposits 1,589,712 775,683 3,907,136 4,798,186
Bankers’ acceptances and Islamic accepted bills 1,502,726 588,285 1,498,610 367,352
Khazanah Bonds 1,532,266 1,173,829 1,212,374 867,407
25,323,887 25,108,281 21,312,666 21,997,587
Quoted securities:
In Malaysia:
Shares, warrants, trust units and loan stocks 352,034 406,380 84,100 104,814
Outside Malaysia:
Shares, warrants, trust units and loan stocks 321,925 31,845 18,766 18,722
673,959 718,225 102,866 123,536
Unquoted securities:
Shares, trust units and loan stocks in Malaysia 635,871 571,573 369,359 376,358
Shares, trust units and loan stocks outside Malaysia 35,055 36,112 13,599 13,908
Private and Islamic debt securities in Malaysia 10,046,084 9,791,228 7,223,992 7,633,368
Malaysian Government Bonds 6,633 135,336 6,633 135,336
Foreign Government Bonds 880,538 1,329,748 786,558 1,248,718
Credit linked notes (Note 9(a)) - 75,439 - 75,439
Foreign private and Islamic debt securities 10,549,662 9,284,751 9,683,921 8,612,607
Malaysia Global Sukuk 306,085 162,485 119,381 45,185
Structured deposits 46,694 45380 - -
22,506,622 21,432,052 18,203,443 18,140,919
Total securities available-for-sale 48,504,468 47,258,558 39,618,975 40,262,042




10.

SECURITIES AVAILABLE-FOR-SALE (CONT’D.)
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(@) In prior year, included in securities available-for-sale were credit linked notes with total face values of USD25,000,000 or We Are
Ringgit Malaysia equivalent to RM75,575,000 with embedded credit default swaps. These notes were redeemed during the
current financial period at their respective face values. Strategy
(b) Included in securities available-for-sale are securities sold under repurchase agreements.
Performance
Group Bank
31.12.20M 30.6.2011 31.12.20M1 30.6.2011 | poness
RM’000 RM’000 RM’000 RM’000

Private debt securities (Note 7(b)) 267,652 98,147 267,652 98,147 Responsibility
(c) The maturity structure of money market instruments, available-for-sale are as follows: Leadership
Group Bank
Governance
31.12.2011 30.6.2011 31.12.201 30.6.2011
RM’000 RM'000 RM'000 RM’000 -
Maturing within one year 8,553,746 3,618,180 8,306,112 3,728,415
One year to three years 2,360,217 1,369,701 2,901,322 2,588,737 AGM
Three years to five years 4,821,196 4,668,062 3,838,330 3,323,839 Information
After five years 9,588,728 15,452,338 6,266,902 12,356,596
25,323,887 25,108,281 21,312,666 21,997,587
SECURITIES HELD-TO-MATURITY
Group Bank
31.12.2011 30.6.2011 31.12.201 30.6.2011
RM’000 RM’000 RM’000 RM’000
At amortised cost less impairment losses
Money market instruments:
Malaysian Government Securities (Note 10(b)) 6,235,270 6,275,068 6,235,162 6,274,961
Cagamas Bonds - 11,738 - 1,738
Foreign Government Securities 795,114 801,772 - -
Malaysian Government Investment Issues 495,392 495,864 353,843 353,971
Khazanah Bonds 196,528 17,362 196,528 17,362
7,722,304 7,601,804 6,785,533 6,658,032
Unquoted securities:
Private and Islamic debt securities in Malaysia 1,641,842 1,451,903 1,611,474 1,421,871
Malaysian Government Bonds - 6,056 - 6,056
Foreign Government Bonds 176,222 49,438 175,929 49,162
Foreign private and Islamic debt securities 354,529 558,757 245,859 233,616
Others 2,044 2,044 2,044 2,044
2,174,637 2,068,198 2,035,306 1,712,749
Accumulated impairment losses (16,042) (31,288) (16,042) (31,287)
Total securities held-to-maturity 9,880,899 9,638,714 8,804,797 8,339,494
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10. SECURITIES HELD-TO-MATURITY (CONT’D.)

(@) Indicative value of unquoted securities held-to-maturity are as follows:

Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000
Money market instruments:
Malaysian Government Securities 6,411,846 6,390,445 6,411,738 6,390,338
Cagamas Bonds - 1,735 - 1,735
Malaysian Government Investment Issues 500,188 499138 356,944 355,772
Foreign Government Securities 784,139 801,772 - -
Khazanah Bonds 197,407 17,778 197,407 17,778
Unquoted securities:
Private and Islamic debt securities in Malaysia 1,663,227 1,463,679 1,632,945 1,433,448
Malaysian Government Bonds - 6,056 - 6,056
Foreign Government Bonds 176,222 49,438 175,929 49,162
Foreign private and Islamic debt securities 368,826 567,359 249,182 242,219
Others 2,044 2,044 2,044 2,044

(b) Included in Malaysian Government Securities in securities held-to-maturity of the Group and the Bank above is an amount
of RM Nil (30.6.2011: RM350,000,000) pledged with the Bank Negara Malaysia in satisfaction of capital equivalency deposit

requirements.

(c) The maturity structure of money market instruments, held-to-maturity are as follows:

Group Bank

31.12.2011 30.6.2011 31.12.20M1 30.6.2011

RM’000 RM’'000 RM’000 RM’000

Maturing within one year 1,778,761 452,690 1,593,550 336,801
One year to three years 2,663,317 3,999,022 2,515,836 3,821,348
Three years to five years 132,655 143120 - -
After five years 3,147,571 3,006,972 2,676,147 2,499,883
7,722,304 7,601,804 6,785,533 6,658,032




1.

LOANS, ADVANCES AND FINANCING

Group Bank
31.12.20M 30.6.2011 31.12.20M 30.6.2011
RM’000 RM’000 RM’000 RM’000
Overdrafts 15,951,027 15,602,979 11,081,901 11,130,114
Term loans
- Housing loans/financing 50,570,121 42,588,643 40,273,945 33,710,861
- Syndicated loans/financing 19,728,351 16,156,890 16,120,492 13,020,361
- Hire purchase receivables* 48,099,062 46,847,564 23,931,788 23,088,371
- Lease receivables 3,819 4,495 3,270 3,264
- Other loans/financing 116,491,349 107,382,363 65,721,789 62,659,172
Credit card receivables 6,214,321 5,773,326 5,296,328 4,863,738
Bills receivable 5,370,780 4,069,296 5,343,156 4,038,085
Trust receipts 2,556,914 2,394,297 2,092,697 1,976,949
Claims on customers under acceptance credits 1,367,524 12,201,913 7,859,708 8,554,699
Loans/financing to banks and other financial institutions 6,329,311 6,714,542 6,183,626 7,255,622
Revolving credits 27,084,954 25,876,169 17,379,831 18,392,134
Staff loans 1,608,343 1,976,167 957,077 1,001,750
311,375,876 287,588,644 202,245,608 189,695,120
Loans to:
- Executive directors of subsidiaries 2,957 3,416 159 123
Others 1,807,604 1,764,438 - -
313,186,437 289,356,498 202,245,767 189,695,243
Unearned interest and income (31,773,463) (28,176,735) (2,871,895) (2,826,729)
Gross loans, advances and financing 281,412,974 261,179,763 199,373,872 186,868,514
Allowances for impaired loans and financing
- Individual (2,812,309) (2,932,129) (2,102,421) (2,115,897)
- Collective (4,169,974) (4,271,208) (3,097,366) (3,179,773)
Net loans, advances and financing 274,430,691 253,976,426 194,174,085 181,572,844

* The hire purchase receivables of a subsidiary of RM475,865,000 (30.6.2011: RM487,123,000) are pledged as collateral to the

secured borrowing as disclosed in Note 26(a)(i).
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1.

LOANS, ADVANCES AND FINANCING (CONT’D.)

(®

(i)

Loans, advances and financing analysed by type of customer are as follows:

Group Bank
31.12.20M1 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Domestic banking institutions 57,323 55,896 57,323 55,896
Domestic non-bank financial institutions
- Stockbroking companies 815 664 815 664
- Others 18,949,977 17,648,972 13,350,685 13,026,400
Domestic business enterprise
- Small and medium enterprise 54,048,038 45,677,647 45,245,694 39,498,099
- Others 55,456,073 57,198,653 36,419,915 38,861,878
Government and statutory bodies 2,890,246 2,973,103 2,525,386 2,638,335
Individuals 125,454,869 119,733,544 83,227,586 79,854,546
Other domestic entities 1,769,201 1,785,113 504,713 497,646
Foreign entities 22,786,432 16,106,171 18,041,755 12,435,050
Gross loans, advances and financing 281,412,974 261,179,763 199,373,872 186,868,514
Loans, advances and financing analysed by geographical distribution are as follows:
Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000
Malaysia 177,833,498 169,773,543 127,349,799 123,380,078
Singapore 60,758,571 54,830,450 60,335,903 54,283,692
Indonesia 24,027,545 21,328,288 - -
Labuan Offshore 4,486,178 3,875,185 - -
Hong Kong SAR 6,507,669 4,471,402 6,405,881 4,347,640
United States of America 1,105,244 1,176,644 1,105,244 1,176,644
People’s Republic of China 1,209,861 986,362 1,209,861 986,362
Vietnam 556,362 524,916 556,362 524,916
United Kingdom 1,364,150 1,357,952 1,364,150 1,357,952
Brunei 165,396 159,334 165,396 159,334
Cambodia 534,861 425,790 534,861 425,790
Bahrain 346,415 226,106 346,415 226,106
Philippines 1,856,284 1,419,000 - -
Papua New Guinea 128,380 115,297 - -
Thailand 502,706 466,214 - -
Others 29,854 43,280 - -
Gross loans, advances and financing 281,412,974 261,179,763 199,373,872 186,868,514




1. LOANS, ADVANCES AND FINANCING (CONT’D.)

(iii) Loans, advances and financing analysed by interest/profit rate sensitivity are as follows:

(iv)

Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Fixed rate
- Housing loans/financing 12,152,191 11,855,759 9,183,813 9,147,350
- Hire purchase receivables 36,660,189 35,588,698 20,769,134 19,968,614
- Other fixed rate loans/financing 45,564,837 45,359,517 35,089,279 35,226,310
Variable rate
- Base lending rate plus 100,064,634 94,310,265 81,819,101 78,337,866
- Cost plus 34,915,664 31,832,925 31,101,405 27,507,286
- Other variable rates 52,055,459 42,232,599 21,411,140 16,681,088
Gross loans, advances and financing 281,412,974 261,179,763 199,373,872 186,868,514
Loans, advances and financing analysed by economic purpose are as follows:
Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Purchase of securities 21,804,073 20,743,919 12,548,429 11,575,901
Purchase of transport vehicles 41,511,231 39,687,127 20,508,025 19,967,508
- Less: Islamic transport vehicles sold to Cagamas (1,499,270) (682,679) - -
Purchase of landed properties
- Residential 51,419,270 46,621,777 41,539,480 38,190,785
- Non-residential 17,500,708 14,623,280 15,777,574 13,435,251
Purchase of fixed assets (exclude landed properties) 4,005,398 2,966,538 3,994,116 2,963,248
Personal use 7,182,915 6,362,067 6,093,855 5,456,581
Credit card 6,261,455 5,772,335 5,339,988 4,874,082
Purchase of consumer durables 286,319 254,744 286,316 254,744
Construction 13,626,455 13,861,422 10,687,729 11,526,219
Merger and acquisition 72,367 52,405 72,367 52,405
Working capital 104,214,753 96,753,084 74,583,152 71,342,270
Others 15,027,300 14,163,744 7,942,841 7,229,520
Gross loans, advances and financing 281,412,974 261,179,763 199,373,872 186,868,514
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1.

LOANS, ADVANCES AND FINANCING (CONT’D.)

v)

(vi)

The maturity structure of loans, advances and financing are as follows:

Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Maturing within one year 79,432,121 75,170,061 60,875,951 58,385,457
One year to three years 34,309,197 27,181,422 23,473,618 17,817,419
Three years to five years 37,591,705 35,685,924 23,458,349 22,244,753
After five years 130,079,951 123,142,356 91,565,954 88,420,885
Gross loans, advances and financing 281,412,974 261,179,763 199,373,872 186,868,514
Movements in impaired loans, advances and financing (“impaired loans”) are as follows:
Movements in impaired loans, advances and financing
Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
At beginning of the period/year 8,756,862 9,958,863 6,377,496 7,828,774
Newly impaired 2,628,313 5,929,985 1,647,483 3,211,874
Reclassified as non-impaired (1,087,435) (2,730,159) (657,256) (1,677,728)
Amount recovered (1,383,829) (2,004,428) (635,858) (1,420,027)
Amount written off (997,038) (2,610,648) (560,393) (1,624,278)
Converted to securities (9,327) (37,863) (9,327) (37,863)
Exchange differences and expenses debited 106,025 89,751 83,691 96,744
Acquisition of subsidiaries 22,474 161,361 - -
At end of the period/year 8,036,045 8,756,862 6,245,836 6,377,496
Less:
- Individual allowance (2,812,309) (2,932,129) (2,102,421) (2,115,897)
Net impaired loans, advances and financing 5,223,736 5,824,733 4,143,415 4,261,599
Calculation of ratio of net impaired loans
Gross loans, advances and financing 281,412,974 261,179,763 199,373,872 186,868,514
Add: Islamic loans sold to Cagamas 1,499,270 682,679 - -
282,912,244 261,862,442 199,373,872 186,868,514
Less:
- Individual allowance (2,812,309) (2,932,129) (2,102,421) (2,115,897)
Net loans, advances and financing (including Islamic
loans sold to Cagamas) 280,099,935 258,930,313 197,271,451 184,752,617
Ratio of net impaired loans 1.86% 2.25% 2.10% 2.31%




1.

LOANS, ADVANCES AND FINANCING (CONT’D.)

(vii) Impaired loans, advances and financing by economic purpose are as follows:

(viii)

Group Bank
31.12.201 30.6.2011 31.12.201M 30.6.2011
RM’000 RM’000 RM’000 RM’000
Purchase of securities 101,559 16,667 67,796 82,257
Purchase of transport vehicles 231,073 276,671 112,702 111,271
Purchase of landed properties

- Residential 1,038,738 1,277,777 869,346 1,058,965
- Non-residential 201,064 290,538 181,813 264,828
Personal use 114,208 126,271 97,976 111,542
Credit card 90,160 77,764 64,708 53,642
Purchase of consumer durables 1,165 1,163 1,162 1,159
Construction 540,445 523,361 428,638 433,545
Working capital 4,794,683 5,575,238 3,889,018 3,996,647
Others 922,950 491,412 532,677 263,640
8,036,045 8,756,862 6,245,836 6,377,496

Impaired loans, advances and financing by geographical distribution are as follows:

Group Bank

31.12.201 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Malaysia 6,308,041 6,712,570 5,482,340 5,769,484
Singapore 379,834 330,730 312,294 242,169
Indonesia 538,420 874,375 - -
Labuan Offshore 230,647 351,094 - -
Hong Kong SAR 72,093 85,675 71,228 84,853
Brunei 768 2,613 768 2,613
Vietnam 80,335 75,692 80,335 75,692
United Kingdom 215,719 141,478 215,719 141,478
People’s Republic of China 5,932 - 5,932 -
Cambodia 18,602 12,499 18,602 12,499
Philippines 73,677 50,733 = -
Bahrain 58,618 48,708 58,618 48,708
Thailand 25,672 28,953 - -
Others 27,687 41,742 - -
8,036,045 8,756,862 6,245,836 6,377,496
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(ix) Movements in the allowances for impaired loans, advances and financing are as follows:

Group Bank
30.6.20M1 30.6.2011
RM’000 RM’000
Individual Allowance
At beginning of the period/year 2,932,129 3,981,073 2,115,897 2,909,013
Allowance made (Note 38) 535,890 651,725 464,602 471,883
Amount written back (Note 38) (296,458) (291,066) (192,817) (207,265)
Amount written off (364,074) (1,185,904) (269,614) (936,464)
Transferred to impairment losses in securities (9,327) (51,475) (9,327) (51,475)
Transferred to collective allowance (15,628) (173,038) (14,41) (57,227)
Acquisition of subsidiaries 20,553 50,315 - -
Exchange differences 9,224 (49,501) 8,091 (12,568)
At end of the period/year 2,812,309 2,932,129 2,102,421 2,115,897
Collective Allowance
At beginning of the period/year 4,271,208 4,741,229 3,179,773 3,665,506
Allowance made (Note 38) 504,176 774,955 187,383 17,091
Amount written back (Note 38) (306) (42) - -
Amount written off (632,964) (1,424,744) (290,779) (687,814)
Transferred from impairment losses in securities - 13,612 - 13,612
Transferred from individual allowance 15,628 173,038 14,411 57,227
Exchange differences 12,232 (6,840) 6,578 14,151
At end of the period/year 4,169,974 4,271,208 3,097,366 3,179,773
As a percentage of total loans (including Islamic loans
sold to Cagamas), less individual allowance 1.49% 1.65% 1.57% 1.72%
As a percentage of total risk-weighted assets
for credit risk 1.86% 2.06% 1.85% 1.98%




Group Bank
Fair Value Fair Value
Principal Assets Liabilities Principal Assets Liabilities
Amount Amount Amount Amount Amount Amount
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 31 December 2011
Trading derivatives
Foreign exchange related contracts
Currency forward
- Less than one year 24,461,736 247,713 (116,156) 19,513,855 198,500 (78,223)
- One year to three years 2,538,409 6,875 (1,566) 287,337 6,875 (1,566)
- More than three years 277,627 7,367 (98) 277,627 7,367 (98)
27,277,772 261,955 (117,820) 20,078,819 212,742 (79,887)
Currency swaps
- Less than one year 49,516,752 445,706 (628,263) 49,516,752 445,706 (628,263)
- One year to three years 334,788 6,232 (3,026) 334,788 6,232 (3,026)
- More than three years 277,627 m (6,280) 277,627 m (6,280)
50,129,167 452,049 (637,569) 50,129,167 452,049 (637,569)
Currency spots
- Less than one year 7,111,247 3,718 (1,185) 7,061,168 3,704 (1,166)
- One year to three years - - - - - -
- More than three years - - - - - -
7,111,247 3,718 (1,185) 7,061,168 3,704 (1,166)
Currency options
- Less than one year 4,854,026 24,068 (19,029) 4,854,026 24,068 (19,029)
- One year to three years - - - - - -
- More than three years - - - - - -
4,854,026 24,068 (19,029) 4,854,026 24,068 (19,029)
Cross currency interest rate swaps
- Less than one year 2,378,245 9,269 (718) 2,378,245 10,620 (718)
- One year to three years 4,123,567 88,681 (80,564) 4,123,567 88,681 (80,564)
- More than three years 6,501,545 96,743 (48,083) 6,201,045 96,743 (48,083)
13,003,357 194,693 (129,365) 12,702,857 196,044 (129,365)
Interest rate derivatives
Interest rate swaps
- Less than one year 14,504,033 13,168 (76,662) 14,504,033 53,059 (76,662)
- One year to three years 25,737,833 202,322 (199,308) 25,737,833 202,322 (199,308)
- More than three years 27,616,252 453,094 (611,730) 27,616,252 453,094 (611,730)
67,858,118 668,584 (887,700) 67,858,118 708,475 (887,700)

209

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership
Governance

Financial &
Others

AGM
Information



210

Malayan Banking Berhad

Maybank Six Months Report - December 2011

- 31 December 2011

Group Bank
Fair Value Fair Value
Principal Assets Liabilities Principal Assets Liabilities
Amount Amount Amount Amount Amount Amount
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 31 December 2011 (cont’d.)
Trading derivatives (cont’d.)
Interest rate derivatives (cont’d.)
Interest rate futures
- Less than one year 36,555,927 60,238 (60,238) 36,555,927 60,238 (60,238)
- One year to three years - - - - - -
- More than three years - - - - - -
36,555,927 60,238 (60,238) 36,555,927 60,238 (60,238)
Interest rate options
- Less than one year 616,051 8,762 - 580,551 8,762 -
- One year to three years 1,422,250 14,601 (7,447) 1,422,250 14,601 (7,447)
- More than three years 756,079 2,263 (82,816) 556,079 1,541 (41,935)
2,794,380 25,626 (90,263) 2,558,880 24,904 (49,382)
Equity related derivatives
Equity options
- Less than one year 71,612 - (7,752) 58,935 - -
- One year to three years 220,543 327 - 220,543 327 -
- More than three years 104,348 7,564 (7,564) 104,348 7,564 (7,564)
396,503 7,891 (15,316) 383,826 7,891 (7,564)
Commodity options
- Less than one year - - - - - -
- One year to three years - - - - - -
- More than three years 52,700 3,267 (3,267) 52,700 3,267 (3,267)
52,700 3,267 (3,267) 52,700 3,267 (3,267)
Hedging derivatives
Interest rate swaps
- Less than one year 551,788 536 (12,030) 452,443 - (9,119)
- One year to three years 3,059,907 611 (121,903) 1,530,447 611 (121,673)
- More than three years 1,141,091 - (51,019) 511,437 - (50,767)
4,752,786 1,147 (184,952) 2,494,327 611 (181,559)
Cross currency interest rate swaps
- Less than one year 805,400 74,214 (4,063) 805,400 74,214 (4,063)
- One year to three years 2,035,964 142,067 (10,794) 2,035,964 142,067 (10,794)
- More than three years 1,373,912 34,959 (1,148) 1,056,411 39,070 (1,148)
4,215,276 251,240 (16,005) 3,897,775 255,351 (16,005)
Total derivative assets/(liabilities) 219,001,259 1,954,476 (2,162,709) 208,627,590 1,949,344 (2,072,731)




12.

DERIVATIVE FINANCIAL INSTRUMENTS (CONT'’D.)
Group Bank
Fair Value Fair Value
Principal Assets Liabilities Principal Assets Liabilities
Amount Amount Amount Amount Amount Amount
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 30 June 2011
Trading derivatives
Foreign exchange related contracts
Currency forward
- Less than one year 22,154,987 115,780 (128,485) 17,215,104 78,689 (91,170)
- One year to three years 428114 11,639 (13,146) 428114 1,639 (13,146)
- More than three years 290,945 18,349 (1) 290,945 18,349 (1)
22,874,046 145,768 (141,742) 17,934,163 108,677 (104,427)
Currency swaps
- Less than one year 43,497,687 298,339 (228,440) 43,497,687 298,339 (228,440)
- One year to three years 589,231 19,791 (7,071) 589,231 19,791 (7,071)
- More than three years 290,944 123 (17,160) 290,945 123 (17,760)
44,377,862 318,253 (252,671) 44,377,863 318,253 (252,671)
Currency spots
- Less than one year 2,305,804 8,571 (15,047) 2,203,170 8,541 (14,977)
- One year to three years - - - - - -
- More than three years - - - - - -
2,305,804 8,571 (15,047) 2,203,170 8,541 (14,977)
Currency options
- Less than one year 4,546,215 13,388 (8,344) 4,546,215 13,388 (8,344)
- One year to three years - - - - - -
- More than three years - - - - - -
4,546,215 13,388 (8,344) 4,546,215 13,388 (8,344)
Cross currency interest rate swaps
- Less than one year 607,365 26,284 (26,006) 607,365 26,284 (26,006)
- One year to three years 3,495,130 182,155 (53,499) 3,495,130 182,155 (53,499)
- More than three years 5,307,678 87,568 (162,431) 5,307,678 87,568 (162,431)
9,410,173 296,007 (241,936) 9,410,173 296,007 (241,936)
Interest rate derivatives
Interest rate swaps
- Less than one year 12,300,584 105,386 (113,058) 10,700,584 104,483 (112,623)
- One year to three years 23,972,146 162,163 (183,755) 23,972,146 162,163 (183,755)
- More than three years 21,713,328 191,563 (233,589) 21,713,328 206,964 (233,588)
57,986,058 459112 (530,402) 56,386,058 473,610 (529,966)
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12. DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D.)

Group Bank
Fair Value Fair Value
Principal Assets Liabilities Principal Assets Liabilities
Amount Amount Amount Amount Amount Amount
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 30 June 2011 (cont'd.)
Trading derivatives (cont’d.)
Interest rate derivatives (cont’d.)
Interest rate futures
- Less than one year 1,252,719 281 - 1,252,719 243 -
- One year to three years - - - - - -
- More than three years - - - - - -
1,252,719 281 - 1,252,719 243 -
Interest rate options
- Less than one year 610,117 2,431 (44,206) 36,813 - -
- One year to three years 1,483,240 14,548 - 1,483,240 14,548 -
- More than three years 872,904 1,110 (105,905) 872,904 1,110 (105,905)
2,966,261 18,089 (150,111) 2,392,957 15,658 (105,905)
Equity related derivatives
Equity options
- Less than one year 808,651 1,686 (6,443) 808,654 1,01 (1,011)
- One year to three years 44,468 2,231 (2,231) 44,468 2,231 (2,237)
- More than three years 55,074 5,822 (5,822) 55,074 5,822 (5,822)
908,193 9,739 (14,496) 908,196 9,064 (9,064)
Commodity options
- Less than one year - - - - - -
- One year to three years - - - - - -
- More than three years 56,065 4,766 (4,766) 56,065 4,766 (4,766)
56,065 4,766 (4,766) 56,065 4,766 (4,766)
Hedging derivatives
Interest rate swaps
- Less than one year 532,917 1 (46,117) 411,020 1 (45,951)
- One year to three years 516,860 1 (46,539) 441,263 1 (46,539)
- More than three years 1,886,165 324 (79,661) 1,580,744 324 (79,661)
2,935,942 326 (172,317) 2,433,027 326 (172,157)
Cross currency interest rate swaps
- Less than one year - - - - - -
- One year to three years 2,472,085 316,017 (2,103) 2,472,085 316,017 (2,104)
- More than three years 607,900 61,865 - 607,900 61,865 -
3,079,985 377,882 (2,103) 3,079,985 377,882 (2,104)
Total derivative assets/(liabilities) 152,699,323 1,652,182 (1,533,935) 144,980,591 1,626,415 (1,446,311)




12. DERIVATIVE FINANCIAL INSTRUMENTS (CONT’D.)

Included within hedging derivatives are derivatives where the Group and the Bank apply hedge accounting. The principal amount
and fair values of derivatives where hedge accounting is applied by the Group and Bank are as follows:

13.

Group Bank
Fair Value Fair Value

Principal Assets Liabilities Principal Assets Liabilities

Amount Amount Amount Amount Amount Amount

RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 31 December 2011
Interest rate swaps 625,869 - (45,214) 625,869 (45,214)
At 30 June 2011
Interest rate swaps 707,382 - (55,947) 707,382 (55,947)

Fair value hedges

Fair value hedges are used by the Group and the Bank to protect them against changes in the fair value of financial assets due to
movements in interest rates. The financial instruments hedged for interest rate risk include the Group’s and the Bank’s available-

for-sale debt securities.

For the financial period ended 31 December 2011, the Group and the Bank recognised a net gain of RM10,572,000 (30.6.2011:
RM43,229,000) on the hedging instruments. The total net loss on the hedged items attributable to the hedged risk amounted to
RMT11,493,000 (30.6.2011: RM20,435,000).

For the financial period ended 31 December 2011, the Group and the Bank derecognised fair value hedge of RM11,950,000 due to

the derecognition of the hedged items.

OTHER ASSETS

Group Bank

31.12.20M1 30.6.2011 31.12.2011 30.6.2011

RM’'000 RM’000 RM’000 RM’000

Other debtors (Note a) 4,306,187 3,643,484 2,015,839 1,146,591
Amount due from brokers and clients 1,131,928 2,016,672 - -
Development properties (Note b) 448,015 345,616 - -
Prepayments and deposits 461,199 330,525 87,130 71,098
Tax recoverable 200,325 274,266 97,337 159,874
Foreclosed properties 113,651 124,959 40,127 42,802
6,661,305 6,735,522 2,240,433 1,420,365

(@) Included in other assets are physical gold held by the Group and the Bank as a result of its broker-dealer activities
amounting to RM695,606,000 (30.6.2011: RM433,413,000).
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(b) Development properties

Cumulative
Property
Freehold Development
Land Costs Total
RM’000 RM’000 RM’000
Group
At 31 December 2011
At costs
At 1 July 20M 159,191 186,425 345,616
Acquisition of subsidiaries (Note 16(b)) 61,054 - 61,054
Cost incurred during the period - 42,700 42,700
Cost of real estate sold (1,407) - (1,407)
Exchange differences 1,272 (1,220) 52
At 31 December 2011 220,110 227,905 448,015
At 30 June 2011
At costs
At 1 July 2010 - - -
Acquisition of subsidiaries (Note 16) 156,660 164,378 321,038
Cost incurred during the year - 19,389 19,389
Exchange differences 2,531 2,658 5189
At 30 June 2011 159,191 186,425 345,616

(i) Borrowing costs of RM1,387,000 (30.6.2011: RM215,000) arising on financing specifically entered into for the development of
properties for sale were capitalised during the financial period/year and are included in the development properties. A
capitalisation rate of 2.17% (30.6.2011: 2.1%) per annum was used, representing the borrowing costs of the loans used to
finance the project.

Development properties for sale have been pledged as security for bank borrowings (Note 26(a)) amounting to
RM156,204,000.



13.

14.

OTHER ASSETS (CONT’D.)
(b) Development properties (cont’d.)

(i) Details of development properties are as follows:

Site area/ Group’s
Expected gross floor effective
Tenure of completion area interest in
land date (sq metres) the property
Beacon Heights
A residential development comprising 212 units of Second 5,903/
condominium apartments in Singapore Freehold quarter 2012 19,164 100.0%
Tribeca Private Residences comprising of 97,504/
15 towers Freehold 2028 150,000 2417%
INVESTMENT PROPERTIES
Group
31.12.2011 30.6.2011
RM’000 RM’'000
At beginning of the period/year 45,051 45,324
Fair value adjustment (Note 36) 14 (220)
Impairment loss (43) -
Acquisition of subsidiaries 17,652 -
Disposal (1,330) -
Exchange differences 663 (53)
At end of the period/year 62,007 45,051
The following investment properties are held under lease terms:
Group
31.12.201 30.6.2011
RM’000 RM’000
Leasehold land 31,000 31,000
Buildings 6,846 6,710
37,846 37,710
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15. STATUTORY DEPOSITS WITH CENTRAL BANKS

Group Bank
31.12.201 30.6.2011 31.12.20M1 30.6.2011
Note RM’000 RM’000 RM’000 RM’000
With Bank Negara Malaysia (a) 6,025,005 3,607,105 4,190,100 2,693,100
With other Central Banks (b) 4,552,411 4,091,320 1,905,029 1,620,016
10,577,416 7,698,425 6,095,129 4,313,116

(@ The non-interest-bearing statutory deposits maintained with Bank Negara Malaysia are in compliance with Section 37(1)(c) of
the Central Bank of Malaysia Act, 1958 (Revised 1994), the amount of which are determined as set percentages of total
eligible liabilities.

(b) The statutory deposits of the foreign branches and subsidiaries are denominated in foreign currencies and maintained with
the Central Banks of respective countries, in compliance with the applicable legislations.

16. INVESTMENT IN SUBSIDIARIES

Bank

31.12.2011 30.6.2011
RM’000 RM’000

Unquoted shares, at cost
- In Malaysia 19,296,067 19,146,742
- Outside Malaysia 1,064,854 1,054,369
20,360,921 20,201,1M
Less: Accumulated impairment losses (3,130,719) (3,130,719)
17,230,202 17,070,392

(@) In prior year, the Bank via its wholly-owned subsidiary, Mayban IB Holdings Sdn. Bhd., completed the acquisition of Kim Eng
Holdings Limited and its subsidiaries (“KEH Group”). However, the Group has accounted for the acquisition of KEH Group
on a provisional basis as the purchase price allocation (“PPA”) exercise and allocation of goodwill to specific cash generating
units (“CGU”) was still ongoing as of 30 June 20T11.

During the financial period, the PPA exercise has been completed including the allocation of goodwill to specific CGU. There
were no changes between the provisional PPA amounts as compared to the finalised PPA amounts as shown below.



16.

INVESTMENT IN SUBSIDIARIES (CONT’D.)

The fair values of the identifiable assets and liabilities of KEH Group as at the date of acquisition were:

Recognised

acquisition

values

RM’000

Cash and cash equivalents 2,102,754
Property, plant and equipment 514,740
Securities portfolio 716,404
Loans, advances and financing 1,428,213
Derivative assets 5,348
Trade and other receivables 1,978,504
Development properties for sale 321,038
Interest in associates 109,123
Intangible assets 173,038
7,349,162
Trade and other payables (4,316,758)
Derivative liabilities (2,479)
Deferred tax (73,320)
Provision for taxation (64,194)
(4,456,751)

Net identifiable assets 2,892,411
Non-controlling interest (112,747)
Non-controlling interest re-classified as financial liabilities* (256,031)
2,523,639

Goodwill on acquisition representing Maybank’s portion 1,700,011
Goodwill attributable to non-controlling interest 247,460
Total goodwill recognised 1,947,471

*  Financial liabilities refer to amounts payable in relation to the outstanding mandatory general offers of Kim Eng and Kim Eng

Securities (Thailand) Public Company Limited as at 30 June 20T11.

(b) In addition, during the financial period, Kim Eng Holdings Limited (“Kim Eng”), a subsidiary of Mayban IB Holdings Sdn. Bhd.

(formerly known as Aseam Credit Sdn. Bhd.) which in turn is a wholly-owned subsidiary of Maybank completed the

acquisition of ATR Kim Eng Financial Corporation (“ATR KE”), as disclosed in Note 52 (a).

ATR KE is incorporated in Philippines and is listed on the Philippine Stock Exchange, Inc. The principal business activities of
ATR KE, its subsidiaries, joint ventures and associated companies (the “ATR KE Group”) are securities broking, investment

banking and corporate finance advisory, insurance, property development and money broking.
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16. INVESTMENT IN SUBSIDIARIES (CONT’D.)

(b) O

(i)

The fair values of the identifiable assets and liabilities of ATR KE as at the date of acquisition were:

Recognised
acquisition
values
RM’000
Assets
Cash and cash equivalents 118,671
Property, plant and equipment (Note 18) 12,354
Securities portfolio 44,798
Trade and other receivables 180,152
Development properties for sale (Note 13 (b)) 61,054
Interest in associates 9,081
Intangible assets (Note 19) 59,700
Investment properties (Note 14) 17,652
Deferred tax 8,333
Other assets 29,828
541,623
Liabilities
Trade and other payables (143,015)
Derivative liabilities -
Deferred tax (34,553)
Provision for taxation (4,146)
Borrowings (24,931)
Other liabilities (58,243)
(264,888)
Net identifiable assets 276,735
Non-controlling interest (70,179)
Profit on remeasurement of previously held interest (40,960)
Interest in associated companies (95,068)
70,528
Goodwill on acquisition (Note 19) 34,673
The effect of the acquisition on cash flow is as follows:
RM’000
Purchase consideration satisfied by cash 105,201
Direct costs attributable to the acquisition, paid in cash 135
105,336
Cash and cash equivalent of subsidiaries acquired (118,671)
Net cash inflow on acquisition (13,335)




16.

17.

INVESTMENT IN SUBSIDIARIES (CONT’D.)
(b) (iii) The newly acquired subsidiaries contributed the following results of the Group.
RM’'000
Revenue 73,922
Profit before taxation 3,369
(iv) The newly acquired subsidiaries would have contributed the following results of the Group if the acquisition had taken
place at the beginning of the financial period.
RM’000
Revenue 89,966
Profit before taxation 5,687
(c) Capital injection into Maybank International (L) Ltd. (“MILL")
On 19 August 2011, the Bank injected additional capital of USD50,000,000 (or equivalent amount of approximately
RM149,325,000) to MILL to support its business growth.
(d) Details of subsidiaries are disclosed in Note 55(a).
INTEREST IN ASSOCIATES
Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.20T11
RM’'000 RM’'000 RM’000 RM’'000
Equity interest
Unquoted shares, at cost 505,621 591,224 475,100 473,000
Quoted shares, at cost 2,864,864 2,864,864 - -
Unquoted foreign mandatory convertible private debt
securities 19,038 19,038 19,038 19,038
Exchange differences (819,706) (828,697) - -
2,569,817 2,646,429 494,138 492,038
Share of post-acquisition reserves 177,828 134,408 - -
2,747,645 2,780,837 494,138 492,038
Less: Accumulated impairment losses (353,557) (353,557) (50,000) (50,000)
2,394,088 2,427,280 444,138 442,038
Other interest in associates
Unquoted foreign private debt securities 12,374 12,374 12,374 12,374
2,406,462 2,439,654 456,512 454,412

Market value of quoted shares 794,655 969,669
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17.

INTEREST IN ASSOCIATES (CONT’D.)

(@

(b)
©

(d)

The summarised financial information of the associates are as follows:

Group
31.12.2011 30.6.2011
RM’000 RM’000
Statement of financial position
Total assets 29,226,539 27,353,797
Total liabilities (25,125,506) (23,662,716)
1.7.20M 1.7.2010
to to
31.12.2011 30.6.2011
RM’000 RM’000
Income statements
Operating revenue 2,085,305 3,138,700
Profit after taxation 394,023 678,004

Details of the associates are disclosed in Note 55(b).

In previous financial year end, the financial year end of the above associates are coterminous with those of the Group,
except for UzbekLeasing International A.O., Pelaburan Hartanah Nasional Berhad, An Binh Commercial Joint Stock Bank,
Asian Forum Inc. and MCB Bank Limited, which all have a financial year end of 31 December to conform with their holding
companies’ financial year end and/or regulatory requirement. For the purpose of applying the equity method of accounting,
the financial statements of UzbekLeasing International A.O., Pelaburan Hartanah Nasional Berhad, An Binh Commercial Joint
Stock Bank, Asian Forum Inc. and MCB Bank Limited for the year ended 31 December 2010 have been used and appropriate
adjustments have been made for the effects of significant transactions between 31 December 2010 and 30 June 2011.

However, in the current financial period ended 31 December 2011, the Group has changed its financial year from 30 June to
31 December and hence the financial year end of the associates are coterminous with the Group.

The details of goodwill included within the Group’s carrying amount of interest in associates are as follows:

31.12.2011 30.6.2011

RM’000 RM’000

At beginning of the period/year 1,614,655 1,785,307
Exchange differences 8,772 (170,652)

At end of the period/year 1,623,427 1,614,655




Office
Furniture,
Fittings, Electrical
Equipment Computers and
and and Security Motor  Buildings-
*Properties Renovations Peripherals Equipment Vehicles in-Progress Total
Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 31 December 2011
Cost
At 1 July 201 2,032,742 822,217 1,373,209 162,902 45,039 56,669 4,492,778
Acquisition of subsidiaries
(Note 16 (b)) 10,033 7,631 4,109 1 4,016 - 25,790
Additions 40,376 54,066 172,618 3,678 6,538 46,122 323,398
Disposals (2,278) (9,618) (15,302) - (6,205) (665) (34,068)
Write-offs (Note 36) (3,335) (26,825) (27,200) (2,827) (433) - (60,620)
Transfers - 4,774 1,240 (42) - (5,972) -
Reclassification to intangible
assets (Note 19) - - (12,191) - - (3,058) (15,249)
Exchange differences (2,704) 1,136 459 (34) 342 37) (838)
At 31 December 2011 2,074,834 853,381 1,496,942 163,678 49,297 93,059 4,731,191
Accumulated depreciation
and impairment losses
At 1 July 20T 435,496 595,600 1,128,610 138,113 25,973 - 2,323,792
Acquisition of subsidiaries
(Note 16 (b)) 2,923 6,428 2,205 - 1,880 - 13,436
Charge for the period
(Note 36) 19,759 45,460 31,746 2,619 4,779 - 104,363
Impairment losses - - - - - - -
Disposals (454) (7,888) (15,048) - (3,760) - (27,150)
Write-offs (Note 36) (1,292) (26,605) (26,839) (2,506) (338) - (57,580)
Transfers - (1,053) 1,053 - - - -
Exchange differences (389) 879 1,098 (33) 241 - 1,796
At 31 December 2011 456,043 612,821 1,122,825 138,193 28,775 - 2,358,657
Analysed as:
Accumulated depreciation 448,716 612,817 1,122,825 138,193 28,775 - 2,351,326
Accumulated impairment
losses 7,327 4 - - - - 7,331
456,043 612,821 1,122,825 138,193 28,775 - 2,358,657
Net carrying amount
At 31 December 2011 1,618,791 240,560 374,117 25,485 20,522 93,059 2,372,534

Included in computers and peripherals is software development-in-progress amounting to RM217,796,000 (30.6.2011:

RM127,089,000) which is not depreciated.
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Office
Furniture,
Fittings, Electrical
Equipment Computers and
and and Security Motor  Buildings-
*Properties Renovations Peripherals Equipment Vehicles in-Progress Total
Group (cont’d.) RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 30 June 2011
Cost
At 1 July 2010 1,429,144 779,848 1,167,293 145,017 28,961 64,287 3,614,550
Acquisition of subsidiaries
(Note 16(a)) 524,582 94,094 95,104 5,897 11,847 - 731,524
Additions 54,860 60,197 147,446 1,741 7,471 46,605 318,320
Disposals (13,972) (4,726) (5,083) (95) (2,552) (207) (26,629)
Write-offs (Note 36) (5,336) (20,418) (83,064) (978) (613) - (110,409)
Transfers 19,576 (87,194) 111,035 10,613 - (54,030) -
Reclassification to intangible
assets (Note 19) - - (62,117) - - - (62,117)
Exchange differences 23,888 416 2,595 707 (75) 8 27,539
At 30 June 201 2,032,742 822,217 1,373,209 162,902 45,039 56,669 4,492,778
Accumulated depreciation
and impairment losses
At 1 July 2010 359,637 558,225 985,254 128,748 14,648 - 2,046,512
Acquisition of subsidiaries
(Note 16(a)) 46,472 78,402 79,975 4,691 7,244 - 216,784
Charge for the year
(Note 36) 30,791 76,133 54,353 5,217 6,719 - 173,213
Impairment losses 19 - - - - - 19
Disposals (5,912) (4,651) (5,092) (90) n7) - (17,862)
Write-offs (Note 36) (723) (18,633) (82,838) (C) (613) - (103,778)
Transfers - (94,886) 94,826 60 - - -
Exchange differences 5,212 1,010 2,132 458 92 - 8,904
At 30 June 201 435,496 595,600 1,128,610 138,113 25,973 - 2,323,792
Analysed as:
Accumulated depreciation 428,169 595,596 1,128,610 138,113 25,973 - 2,316,461
Accumulated impairment
losses 7,327 4 - - - - 7,331
435,496 595,600 1,128,610 138,113 25,973 - 2,323,792
Net carrying amount
At 30 June 2011 1,597,246 226,617 244,599 24,789 19,066 56,669 2,168,986
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Buildings on Leasehold e
Buildings on Land Leasehold Land Siratesy
Freehold Freehold Less Than 50 Years Less Than 50 Years
Land Land 50 Years or More 50 Years or More Total Performance
Group (cont’d.) RM’'000 RM’'000 RM’000 RM’000 RM’000 RM’000 RM’000
* Properties consist of: Business
Cost Review
At 1 July 201 112,779 456,012 347,032 577,041 169,113 370,765 2,032,742
Acquisition of subsidiaries - 10,033 - - - - 10,033 Responsibility
Additions - 8,091 2,138 30,147 - - 40,376
Disposals (973) (1,305) - - - - (2,278) | Leadership
Write-offs - - (3,335) - - - (3,335)
Reclassification of assets (1,915) 1,915 20,431 - - (20,431) - Governance
Exchange differences 94 1,913 (620) (2,651) (636) (804) (2,704)
Financial &
At 31 December 2011 109,985 476,659 365,646 604,537 168,477 349,530 2,074,834 Others
Accumulated depreciation and
impairment losses AGM
Information
At 1 July 20T - 175,519 111,180 113,593 12,216 22,988 435,496
Acquisition of subsidiaries - 2,923 - - - - 2,923
Charge for the period - 5,205 6,085 5,280 1,289 1,900 19,759
Disposals - (454) - - - - (454)
Write-offs - - (1,292) - - - (1,292)
Reclassification of assets - - 2,692 - - (2,692) -
Exchange differences - 435 (245) (485) (5) (89) (389)
At 31 December 2011 - 183,628 118,420 118,388 13,500 22,107 456,043
Analysed as:
Accumulated depreciation - 177,595 118,098 117,416 13,500 22,107 448,716
Accumulated impairment losses - 6,033 322 972 - - 7,327
- 183,628 118,420 118,388 13,500 22,107 456,043

Net carrying amount
At 31 December 2011 109,985 293,031 247,226 486,149 154,977 327,423 1,618,791
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Buildings on Leasehold

Buildings on Land Leasehold Land
Freehold Freehold Less Than 50 Years Less Than 50 Years

Land Land 50 Years or More 50 Years or More Total
Group (cont’d.) RM’000 RM’'000 RM’000 RM’000 RM’000 RM’000 RM’000
* Properties consist of:
Cost
At 1 July 2010 111,016 431,862 152,088 497,288 120,340 116,550 1,429,144
Acquisition of subsidiaries 3,721 4108 - 223,793 43,058 249,902 524,582
Additions - 24,00 3,428 23,515 3,817 - 54,860
Disposals (2,581) (5,271) (6,078) - (42) - (13,972)
Write-offs - - (43) (546) (1,430) (3,317) (5,336)
Transfers (230) 230 197,478 (187,216) 4,917 4,397 19,576
Exchange differences 853 983 159 20,207 (1,547) 3,233 23,888
At 30 June 2011 112,779 456,012 347,032 577,041 169,113 370,765 2,032,742
Accumulated depreciation and

impairment losses
At 1July 2010 - 165,867 36,045 129,021 2,995 25,709 359,637
Acquisition of subsidiaries - 2,633 - 38,849 - 4,990 46,472
Charge for the year - 10,398 1,564 7,150 615 1,064 30,791
Impairment losses - 19 - - - - 19
Disposals - (3,715) (2,197) - - - (5,912)
Write-offs - - (25) (71 (10) (617) (723)
Transfers - - 64,794 (64,794) 8,616 (8,616) -
Exchange differences - 317 999 3,438 - 458 5,212
At 30 June 20T - 175,519 111,180 113,593 12,216 22,988 435,496
Analysed as:
Accumulated depreciation - 169,486 110,858 12,621 12,216 22,988 428,169
Accumulated impairment losses - 6,033 322 972 - - 7,327
- 175,519 111,180 113,593 12,216 22,988 435,496

Net carrying amount
At 30 June 2011 112,779 280,493 235,852 463,448 156,897 347,777 1,597,246
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Office enre
Furniture,
Fittings, Electrical Strategy
Equipment  Computers and
and and Security Motor Buildings- Performance
*Properties Renovations Peripherals Equipment Vehicles in-Progress Total
Bank RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 Business
Review
At 31 December 2011
Cost Responsibility
At 1 July 201 1,138,583 554,871 1,007,971 135,529 10,942 47,246 2,895,142
Additions 596 12,964 139,963 772 468 45,676 200,439 Leadership
Disposals (2,278) (12) (3,576) - (319) - (6,185)
Write-offs (Note 36) - (7,496) (3,784) (2,714) - - (13,994) | Governance
Transfers - 2,061 (37) - - (2,024) -
Reclassification to Financial &
intangible assets Others
(Note 19) - - (12,191) - - - (12,191)
Exchange differences (1,413) 305 358 (41) 89 (16) (718) | Acm
Information
At 31 December 2011 1,135,488 562,693 1,128,704 133,546 11,180 90,882 3,062,493
Accumulated
depreciation
At 1 July 20T 334,740 445,392 823,296 113,567 7,964 - 1,724,959
Charge for the period
(Note 36) 10,796 22,930 20,017 2,162 737 - 56,642
Disposals (454) (10) (3,576) - (275) - (4,315)
Write-offs (Note 36) - (7,473) (3,784) (2,443) - - (13,700)
Exchange differences (348) 37 285 (28) 70 - 16
At 31 December 2011 344,734 460,876 836,238 113,258 8,496 - 1,763,602
Net carrying amount
At 31 December 2011 790,754 101,817 292,466 20,288 2,684 90,882 1,298,891

Included in computers and peripherals is software development-in-progress amounting to RM215,612,000 (30.6.2011:
RM125,249,000) which is not depreciated.
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Office
Furniture,
Fittings, Electrical
Equipment  Computers and
and and Security Motor Buildings-
*Properties Renovations Peripherals Equipment Vehicles in-Progress Total

Bank (cont’d.) RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 30 June 2011
Cost
At 1 July 2010 1,093,465 536,588 1,031,964 123,819 11,085 59,617 2,856,538
Additions 23,056 13,887 119,004 1,587 112 25,755 184,401
Disposals (17,110) (115) (23) (87) (625) - (17,960)
Write-offs (Note 36) (43) (6,931) (82,863) (978) (579) - (91,394)
Transfers 19,576 7,961 - 10,613 - (38,150) -
Reclassification to

intangible assets

(Note 19) - - (62,117) - - - (62,117)
Exchange differences 19,639 3,481 2,006 575 (51) 24 25,674
At 30 June 20T 1,138,583 554,871 1,007,971 135,529 10,942 47,246 2,895,142
Accumulated

depreciation
At 1 July 2010 314,898 403,933 859,319 110,394 7,729 - 1,696,273
Charge for the year

(Note 36) 21,799 45,346 45,159 3,868 1,466 - 117,638
Disposals (6,467) 97) (13) (85) (625) - (7,287)
Write-offs (Note 36) (25) (6,825) (82,654) 971) (579) - (91,054)
Exchange differences 4,535 3,035 1,485 361 27) - 9,389
At 30 June 2011 334,740 445,392 823,296 113,567 7,964 - 1,724,959

Net carrying amount
At 30 June 2011 803,843 109,479 184,675 21,962 2,978 47,246 1,170,183




Buildings on Leasehold

Buildings on Land Leasehold Land
Freehold Freehold Less Than 50 Years Less Than 50 Years

Land Land 50 Years or More 50 Years or More Total
Bank (cont’d.) RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
* Properties consist of:
Cost
At 1 July 201 105,599 405,453 263,895 252,435 14,323 96,878 1,138,583
Additions - - 596 - - - 596
Disposals (973) (1,305) - - - - (2,278)
Transfers - - - - - - -
Reclassification of assets (1,915) 1,915 20,431 - - (20,431) -
Exchange differences (68) 207 36) (1,395) - (121) (1,413)
At 31 December 2011 102,643 406,270 284,886 251,040 14,323 76,326 1,135,488
Accumulated

depreciation

At 1 July 2011 - 161,212 96,833 54,503 12,216 9,976 334,740
Charge for the period - 4,154 3,440 2,690 398 14 10,796
Disposals - (454) - - - - (454)
Reclassification of assets - - 2,692 - - (2,692) -
Exchange differences - (12) (35) (264) m (36) (348)
At 31 December 2011 - 164,900 102,930 56,929 12,613 7,362 344,734
Net carrying amount
At 31 December 2011 102,643 241,370 181,956 194,111 1,710 68,964 790,754
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- 31 December 2011

Buildings on Leasehold

Buildings on Land Leasehold Land
Freehold Freehold Less Than 50 Years Less Than 50 Years

Land Land 50 Years or More 50 Years or More Total
Bank (cont’d.) RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
* Properties consist of:
Cost
At 1 July 2010 107,597 386,926 70,899 424,214 9,881 93,948 1,093,465
Additions - 23,056 - - - - 23,056
Disposals (2,581) (5,272) (6,050) - (475) (2,732) (1710)
Write-offs - - (43) - - - (43)
Transfers (230) 230 197,478 (187,216) 4917 4,397 19,576
Exchange differences 813 513 1,611 15,437 - 1,265 19,639
At 30 June 2011 105,599 405,453 263,895 252,435 14,323 96,878 1,138,583
Accumulated

depreciation

At 1 July 2010 - 155,737 26,824 m,176 2,995 18,166 314,898
Charge for the year - 8,970 6,378 5,226 615 610 21,799
Disposals - (3,715) (2,188) - (10) (554) (6,467)
Write-offs - - (25) - - - (25)
Transfers - - 64,794 (64,794) 8,616 (8,616) -
Exchange differences - 220 1,050 2,895 - 370 4,535
At 30 June 20T - 161,212 96,833 54,503 12,216 9,976 334,740

Net carrying amount
At 30 June 2011 105,599 244,241 167,062 197,932 2,07 86,902 803,843




Core
Deposit Agency Customer Computer
Goodwill Intangibles Force  Relationship Software Total

Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 31 December 2011
Cost
At 1 July 201 7,669,418 375,232 82,742 90,296 528,781 8,746,469
Acquisition of subsidiaries 34,673 - - 59,700 - 94,373
Additions - - - - 24,066 24,066
Write-offs - - - - (19,582) (19,582)
Reclassification from

property, plant and

equipment (Note 18) - - - - 15,249 15,249
Goodwill written off (15,708) - - - - (15,708)
Exchange differences (37,464) (2,132) - - (3,785) (43,381)
At 31 December 2011 7,650,919 373,100 82,742 149,996 544,729 8,801,486
Accumulated

amortisation
At 1 July 201 - 220,246 - - 397,657 617,903
Amortisation charged

(Note 36) - 22,801 9,848 16,196 29,265 78,110
Write-offs - - - - (19,582) (19,582)
Charged to life, general

takaful and family

takaful - - - - 1,272 1,272
Exchange differences - (1,338) (43) 71) (2,232) (3,684)
At 31 December 2011 - 241,709 9,805 16,125 406,380 674,019
Accumulated

impairment loss
At 1 July 2011/

31 December 2011 1,619,518 - - - - 1,619,518
Net carrying amount 6,031,401 131,391 72,937 133,871 138,349 6,507,949

229

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership
Governance

Financial &
Others

AGM
Information



230

Malayan Banking Berhad

Maybank Six Months Report - December 2011
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- 31 December 2011

19.

INTANGIBLE ASSET (CONT’D.)

Core
Deposit Agency Customer Computer
Goodwill Intangibles Force Relationship Software Total

Group (cont'd.) RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
At 30 June 2011
Cost
At 1 July 2010 5,774,003 380,562 - - 474,024 6,628,589
Acquisition of subsidiaries (Note 16) 1,947,471 - 82,742 90,296 - 2,120,509
Additions - - - - 17,521 17,521
Write-offs - - - - (28,144) (28,144)
Reclassification from property, plant

and equipment (Note 18) - - - - 62,117 62,117
Exchange differences (52,056) (5,330) - - 3,263 (54,123)
At 30 June 2011 7,669,418 375,232 82,742 90,296 528,781 8,746,469
Accumulated amortisation
At 1July 2010 - 168,433 - - 359,924 528,357
Amortisation charged (Note 36) - 53,526 - - 61,389 114,915
Write-offs - - - - (28,144) (28,144)
Exchange differences - (1,713) - - 4,488 2,775
At 30 June 20T - 220,246 - - 397,657 617,903
Accumulated impairment loss
At 1 July 2010/30 June 2011 1,619,518 - - - - 1,619,518
Net carrying amount 6,049,900 154,986 82,742 90,296 131,124 6,509,048




19.

INTANGIBLE ASSET (CONT’D.)
Computer

Goodwill Software Total
Bank RM’000 RM’000 RM’000
At 31 December 2011
Cost
At 1 July 20T 81,015 395,571 476,586
Additions - 5,653 5,653
Reclassification from property, plant and equipment (Note 18) - 12,191 12,191
Exchange differences - (28) (28)
At 31 December 2011 81,015 413,387 494,402
Accumulated amortisation
At 1 July 201 - 299,316 299,316
Amortisation charged (Note 36) - 21,136 21,136
Exchange differences - 17 17
At 31 December 2011 - 320,469 320,469
Net carrying amount 81,015 92,918 173,933
At 30 June 2011
Cost
At 1 July 2010 81,015 354,953 435,968
Additions - 2,633 2,633
Reclassification from property, plant and equipment (Note 18) - 62,117 62,117
Exchange differences - 4,012 4,012
At 30 June 20T 81,015 395,571 476,586
Accumulated amortisation
At 1 July 2010 - 275,258 275,258
Amortisation charged (Note 36) - 48773 48,773
Write-offs - (28,144) (28,144)
Exchange differences - 3,429 3,429
At 30 June 2011 - 299,316 299,316
Net carrying amount 81,015 96,255 177,270
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(@) Goodwill
Goodwill has been allocated to the Group’s Cash-Generating Units (“CGU”) identified according to the following business
segments:
31.12.20M1 30.6.2011
Group Bank
Cash-Generating Unit RM’000 RM’'000
American Express (“AMEX") card
services business in Malaysia (i) 81,015 81,015 81,015 81,015
Acquisition of BIl Group 5,807,085 - 5,807,085 -
Impairment loss (i) (1,619,518) - (1,619,518) -
4,187,567 - 4,187,567 -
Acquisition of KEH Group (iii) 1,931,763 - 1,947,471 -
1,931,763 = 1,947,471 -
Acquisition of subsidiaries Note 16 34,673 - - -
34,673 - - -
Less: Foreign exchange differences (203,617) - (166,153) -
6,031,401 81,015 6,049,900 81,015
Goodwill is allocated to the Group’s CGUs expected to (ii)  The value-in-use calculations discounted cash
benefit from the synergies of the acquisitions. The flow model uses free cash flow to equity (“FCFE”)
recoverable amount of the CGUs are assessed based projections prepared and approved by
on value-in-use and compared to the carrying value of management covering a 9-year period. The
the CGU to determine whether any impairment exists. compounded annual growth rate (“CAGR”) of Bll's
Impairment is recognised in the income statement FCFE projections was 16.7%.
when the carrying amount of the CGU exceeds its
recoverable amount. The other key assumptions for the computation of

value-in-use are as follows:
(i)  The value-in-use calculations apply discounted

cash flow projections prepared and approved by (@) The Bank expects the Bll banking business

management, covering a 10-year period. operations to be a going concern;

The other key assumptions for the computation (b) The discount rate applied is based on

of value-in-use are as follows: current specific country risks which is

estimated to be approximately 16.5% per

(a) The Bank expects the AMEX card services annum;
business to be a going concern;

(b) The growth in business volume is expected () Terminal value whereby cash flow growth
to be equivalent to the current industry rate of 6.0%, which is consistent with the
growth rate of 13.0% per annum; Gross Domestic Product rates of Indonesia.

(c) The discount rate applied is the internal
weighted average cost of capital of the Bank
at the time of assessment, which is
estimated to be 8.0% per annum.



(b)
(a) Goodwill (cont'd.)

(iii) The value-in-use calculations discounted cash
flow model uses free cash flow to equity (“FCFE”)
projections prepared and approved by
management covering a 5-year period. The )
compounded annual growth rate (“CAGR”) of
KEH's FCFE projections was 3.0%.

The other key assumptions for the computation of
value-in-use are as follows:
(d)
(@) The Bank expects the KEH banking business
operations to be a going concern;

(b) The discount rates applied are based on
current specific country risks as follow:

- Singapore is estimated to be
approximately 9.0%

- Hong Kong is estimated to be
approximately 9.0%

- Thailand is estimated to be
approximately 11.0%

- Indonesia is estimated to be
approximately 14.0%

(c) Terminal value whereby cash flow growth
rate is 3.0%, which is consistent with the
Gross Domestic Product rate of Singapore.

Core Deposits Intangible (“CDI")

Core deposits intangible arises from the acquisition of
BIl banking business operations. The CDI is deemed to
have a finite useful life of 8 years and the CDI is
amortised based on reducing balance method.

Agency force

As disclosed in Note 16(a), the PPA exercise is based
on all relevant information available. The agency force
is deemed to have a finite useful life of 11 years and
will be amortised based on reducing balance method.

Customer relationship

As disclosed in Note 16(a), the PPA exercise is based
on all relevant information available. The customer
relationship is deemed to have a finite useful life of
3-9 years and will be amortised based on reducing
balance method.
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20.

DEPOSITS FROM CUSTOMERS

Group

31.12.20M 30.6.2011
RM’000 RM’000

Fixed deposits and negotiable instruments of deposits

Bank

31.12.2011 30.6.2011
RM’000 RM’000

- One year or less 174,467,186 147,568,388 110,905,963 94,306,204
- More than one year 8,025,679 5,307,137 7,405,262 4,547,863

182,492,865 152,875,525 118,311,225 98,854,067
Money market deposits 24,001,969 24,614,815 24,001,969 24,614,815
Savings deposits 47,084,107 44,128,596 33,362,552 32,024,849
Demand deposits 58,040,842 57,696,718 45,329,984 43,853,536
Structured deposits* 2,089,997 2,660,725 1,889,563 2,118,141

313,709,780 281,976,379

222,895,293 201,465,408

*  Structured deposits represent time deposits with embedded foreign exchange and commodity-linked time deposits.

The maturity structure of fixed deposits and negotiable instruments of deposits are as follows:

Group Bank
31.12.2011 30.6.2011 31.12.20M 30.6.2011
RM’000 RM’000 RM’000 RM’000
Due within six months 146,602,625 121,375,160 88,693,115 70,896,420
Six months to one year 27,864,561 26,193,228 22,212,848 23,409,784
One year to three years 7,561,996 4,876,438 7,252,759 4,414,265
Three years to five years 457,574 424,590 152,503 133,598
After five years 6,109 6,109 - -
182,492,865 152,875,525 118,311,225 98,854,067

The deposits are sourced from the following types of customers:

Group Bank
31.12.2011 30.6.2011 31.12.20M 30.6.2011
RM’000 RM’000 RM’000 RM’000
Business enterprises 145,925,810 125,471,400 102,072,245 88,232,244
Individuals 134,090,970 123,589,127 104,366,059 96,557,071
Government and statutory bodies 11,079,037 10,418,229 3,605,807 3,464,642
Others 22,613,963 22,497,623 12,851,182 13,211,451

313,709,780 281,976,379

222,895,293 201,465,408




21.

22,

DEPOSITS AND PLACEMENTS OF BANKS AND OTHER FINANCIAL INSTITUTIONS

Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Licensed banks 33,009,801 23,712,986 32,320,588 24,816,195
Licensed finance companies 219,805 41,326 181,228 30,652
Licensed investment banks 527,377 429,662 527,377 429,663
Other financial institutions 3,003,995 9,119,681 2,526,399 6,165,165
36,760,978 33,303,655 35,555,592 31,441,675
The maturity structure of deposits and placements of banks and other financial institutions are as follows:
Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
One year or less 35,088,093 27,731,454 34,036,472 26,060,606
More than one year 1,672,885 5,572,201 1,519,120 5,381,069
36,760,978 33,303,655 35,555,592 31,441,675
OTHER LIABILITIES
Group Bank
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Due to brokers and clients 3,692,268 4,200,630 - -
Deposits and other creditors 3,608,396 3,870,733 4,958,097 2,631,835
Provisions and accruals 2,417,181 2,356,192 1,393,081 1,608,321
Provision for outstanding claims 488,658 464,123 - -
Unearned premium reserves 310,139 324,929 - -
Profit equalisation reserves (IBS operations) (Note 54(s)) 59,852 95,247 - -
10,576,494 1,311,854 6,351,178 4,240,156
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22. OTHER LIABILITIES (CONT’D.)

Movements in provision for outstanding claims are as follows:

Group
31.12.20M 30.6.2011
RM’000 RM’000
Balance at beginning of period/year 464,123 437,200
Net provision made during the period/year 25,328 19,188
Exchange differences (793) 7,735
Balance at end of period/year 488,658 464,123

23. RECOURSE OBLIGATION ON LOANS SOLD TO CAGAMAS

Group and Bank

31.12.201 30.6.2011

RM’000 RM’000

Balance at beginning of period/year 528,285 649,977
Amount sold during the period/year 200,000 -
Repayment forwarded (12,682) (121,692)
Balance at end of period/year 715,603 528,285

Recourse obligation on loans sold to Cagamas represents those acquired from the originators and sold to Cagamas Berhad with
recourse. Under the agreement, the Bank undertakes to administer the loans on behalf of Cagamas Berhad and to buy back any
loans which are regarded as defective based on pre-determined and agreed-upon prudential criteria with recourse against the

originators.

24. PROVISION FOR TAXATION AND ZAKAT

Group
31.12.2011
RM’000
Taxation 310,048
Zakat 10,164

Bank

31.12.20M

RM’'000

30.6.2011
RM’000

320,212




25. DEFERRED TAX

Group Bank

31.12.20M 30.6.2011 31.12.20M 30.6.2011

RM’000 RM’000 RM’000 RM’000

At beginning of the period/year (1,154,813) (1,156,138) (920,837) (845,461)

Acquisition of subsidiaries 26,353 73,320 - -

Recognised in profit or loss (net) (Note 40) (30,282) (119,191) 60,269 (92,192)

Recognised in other comprehensive income (net) 1,060 43,297 (5,688) 16,950

Exchange differences (647) 3,899 (907) (134)

At end of the period/year (1,158,329) (1,154,813) (867,163) (920,837)
Presented after appropriate offsetting as follows:

Deferred tax assets (1,421,934) (1,402,705) (867,163) (920,837)

Deferred tax liabilities 263,605 247,892 - -

(1,158,329) (1,154,813) (867,163) (920,837)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set-off current tax assets against current
tax liabilities and when the deferred income taxes relate to the same fiscal authority.

The components and movements of deferred tax assets and liabilities during the financial period/year prior to offsetting are as

follows:

Deferred tax assets of the Group:

Unrealised
holding
reserve,
impairment
loss on
securities
Loan loss and Provision Other
and  amortisation for temporary
allowances of premium liabilities differences Total
RM’000 RM’000 RM’000 RM’000 RM’000
31 December 2011
At 1 July 201 (600,050) 9,038 (474,748) (336,945) (1,402,705)
Acquisition of subsidiaries - - - (8,575) (8,575)
Recognised in profit or loss (70,682) (2,340) 38,487 24,548 (9,987)
Recognised in other comprehensive income - 1,060 - - 1,060
Exchange differences (943) (377) 355 (762) (1,727)
At 31 December 2011 (671,675) 7,381 (435,906) (321,734) (1,421,934)
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Deferred tax assets of the Group (cont’d.):

Unrealised
holding
reserve,
impairment
loss on
securities
Loan loss and Provision Other
and amortisation for temporary
allowances of premium liabilities differences Total
RM’000 RM’000 RM’000 RM’000 RM’000
30 June 2011
At 1 July 2010 (635,388) (12,815) (427,152) (231,892) (1,307,247)
Acquisition of subsidiaries - - - (8,991) (8,991)
Recognised in profit or loss 35,263 7,994 (48,426) (M4,976) (120,145)
Recognised in other comprehensive income - 13,775 - 16,398 30,173
Exchange differences 75 84 830 2,516 3,505
At 30 June 20T (600,050) 9,038 (474,748) (336,945) (1,402,705)
Deferred tax liabilities of the Group:
Unrealised
holding
reserve
Accelerated and Other
capital accretion of temporary
allowance discounts differences Total
RM’000 RM’000 RM’000 RM’000
31 December 2011
At 1 July 201 44,954 73,764 129,174 247,892
Acquisition of subsidiaries - - 34,928 34,928
Recognised in profit or loss (4,862) 735 (16,168) (20,295)
Exchange differences 446 29 605 1,080
At 31 December 2011 40,538 74,528 148,539 263,605
30 June 2011
At 1 July 2010 43,465 72,019 35,625 151,109
Acquisition of subsidiaries 1,415 - 80,896 82,31
Recognised in profit or loss 53 1,567 (666) 954
Recognised in other comprehensive income - 176 12,948 13,124
Exchange differences 21 2 371 394
At 30 June 201 44,954 73,764 129,174 247,892




Deferred tax assets of the Bank:

Unrealised
holding
reserve,
impairment
loss on
securities
Loan loss and Provision Other
and amortisation for temporary
allowances of premium liabilities differences Total
RM’000 RM’000 RM’000 RM’000 RM’000
31 December 2011
At 1 July 2011 (425,129) (28,257) (41,411) (187,865) (1,052,662)
Recognised in profit or loss (32,896) - 53,886 43,281 64,271
Exchange differences - - - (907) (907)
At 31 December 2011 (458,025) (28,257) (357,525) (145,491) (989,298)
30 June 2011
At 1 July 2010 (466,194) (28,257) (387,060) (77,458) (958,969)
Recognised in profit or loss 41,065 - (24,351) (110,273) (93,559)
Exchange differences - - - (134) (134)
At 30 June 20T (425,129) (28,257) (411,411) (187,865) (1,052,662)
Deferred tax liabilities of the Bank:
Accelerated Unrealised
capital holding
allowance reserve Total
RM’000 RM’000 RM’000
31 December 2011
At 1 July 20T 38,659 93,166 131,825
Recognised in profit or loss (4,002) - (4,002)
Recognised in other comprehensive income - (5,688) (5,688)
At 31 December 2011 34,657 87,478 122,135
30 June 2011
At 1 July 2010 37,292 76,216 113,508
Recognised in profit or loss 1,367 - 1,367
Recognised in other comprehensive income - 16,950 16,950
At 30 June 2011 38,659 93,166 131,825
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25. DEFERRED TAX (CONT’D.)

Deferred tax assets have not been recognised in respect of the following items:

Group

31.12.2011 30.6.2011

RM’000 RM’000

Unutilised tax losses 50,499 497152
Unabsorbed capital allowances 992 992
Loan loss and provisions and interest suspended 55,692 53,618
Others 84,454 83,627
191,637 187,389

The unutilised tax losses and unabsorbed capital allowances are available for offset against future taxable profits of the respective
subsidiaries in which those items arose. Deferred tax assets have not been recognised in respect of those items as they may not
be used to offset taxable profits of other subsidiaries of the Group. They have arisen in subsidiaries that have past losses of
which the deferred tax assets are recognised to the extent that future taxable profits will be available.

26. BORROWINGS

Group Bank
31.12.2011 30.6.2011 31.12.20M 30.6.2011
Note RM’000 RM’000 RM’000 RM’000
Secured: (a)
- Less than one year 599,246 727,523 = -
- More than one year 959,559 666,667 - -
1,558,805 1,394,190 - -
Unsecured: (b)
(i) Borrowings
- Less than one year 689,204 335,474 95,501 120,920
- More than one year 4,170,359 3,299,579 3,469,591 3,299,579
(i) Medium Term Notes
- Less than one year 123,672 294,972 = -
- More than one year 643,190 122,905 643,190 -
5,626,425 4,052,930 4,208,282 3,420,499

7,185,230 5,447,120 4,208,282 3,420,499




@)

(b)

Secured borrowings

The secured borrowings are secured against the
following collaterals:

(i)  Fiduciary transfer of a subsidiary’s receivables
from third parties in connection with the
financing of the purchases of motor vehicles with
an aggregate amount of not less than specific
amount of the principal bonds issued;

(i)  Fiduciary transfer of account receivables
amounting to specific balances;

(iii) Fiduciary transfer of consumer financing
receivables with an aggregate amount if not less
than 100% to 125% of total outstanding loan; and

(iv) Specific collaterals as follows:

(1)  Certain trade receivables;

(2) By a first legal mortgage over the
development properties for sale (Note
13(b)); and/or assignment of all rights and
benefits with respect to the development
properties and a continuing corporate
guarantee; and

(3) First mortgage over the land located at 50
North Canal Road and the building to be
erected thereon, assignment of rights and
benefits of all tenancy agreements to be
entered into between one of the subsidiaries
and the tenants, assignment of all insurance
proceeds and construction contracts in
relation to the building, and a corporate
guarantee from a subsidiary.

The interest rates of these borrowings range from 1.0%
t0 16.0% per annum (30.6.2011: 5.0% to 16.0%) and
have maturity ranging from 0.5 month to 58 months
(30.6.2011: 0.5 month to 44 months).

Unsecured borrowings

(i)  The unsecured borrowings are term loans and
overdrafts denominated in USD, IDR and SGD.
The borrowings are unsecured and bear interest
rates ranging between 0.56% to 8.75% (30.6.2011:
ranging between 0.84% to 10.29%) per annum.

(i)
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Multi-currency Medium Term Notes (“MTN").

Who
SGD800 million MTN Programme We Are
In November 2006, Kim Eng Holdings Ltd, a
subsidiary of the Bank, established a SGD300 Strategy
million MTN Programme. The maximum
aggregate principal amount of notes that may be Performance
issued under the programme was increased to
SGD800 million with effect from 18 June 2010. Business

Under this MTN Programme, the subsidiaries may | Review
from time to time issue notes in series or
tranches, which may be denominated in
Singapore Dollars or any other currency deemed

Responsibility

appropriate at the time. Each series or tranche of Leadership
notes may be issued in various amounts and

tenures, and may bear fixed, floating, variable or Governance
hybrid rates of interest or may not bear interest.

The Notes constitute direct, unconditional, E—

unsubordinated and unsecured obligations of the Others
subsidiaries, and rank pari passu, without any
preference or priority among themselves, and pari | AGM
passu with all other present and future unsecured | Information
obligations of the subsidiaries.

As at 31 December 2011, the borrowings bear an
interest of 2.4% (30.6.2011: range from 2.2% to
2.4%) per annum and have a maturity of 7
months (30.6.2011: range from 3 months to 12
months).

USD2 billion MTN Programme

On 18 April 2011, the Bank established a USD2
billion MTN Programme. The MTN Programme
will enable the Bank to issue from time to time,
senior and/or subordinated notes in currencies
other than Ringgit Malaysia at any time, provided
that the aggregate amount of outstanding Notes
shall not at any time exceed USD2 billion (or its
equivalent in other currencies) in nominal value.

On 7 December 2011 and 22 December 2011, the
Bank issued HKD572 million and JPY10 billion
fixed rate notes due in 2016 and 2026
respectively under this MTN Programme. The
borrowings bear fixed interest rates of 2.7% per
annum and 2.5% per annum respectively.
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Group Bank
30.6.2011 30.6.2011
Note RM’000 RM’000
RM1,500 million subordinated Islamic
bonds due in 2018 () 1,509,684 1,469,579 1,509,684 1,509,579
RM1,500 million subordinated bonds due
in 2017 (ii) 1,513,151 1,512,986 1,513,151 1,512,986
USD300 million subordinated certificates
due in 2017 (iii) 954,340 907,272 954,340 907,272
RM3,100 million subordinated Term Loan
due in 2023 (iv) 3,111,211 3,110,871 3,111,211 3,110,871
SGD1,000 million capital subordinated
notes due in 2021 (v) 2,456,311 2,469,078 2,456,311 2,469,078
RM1,000 million subordinated sukuk due
in 2021 (vi) 1,010,723 1,010,637 - -
Bll subordinated Bond due in 2018 (vii) 404,613 320,116 - -
RM2,000 million subordinated notes due
in 2021 (viii) 2,029,783 - 2,029,783 -
Bll subordinated Bond due in 2018 (ix) 170,298 - - -
RM750 million subordinated notes due in
2021 (x) 750,326 - 750,326 -
RM250 million subordinated notes due in
2023 (xi) 250,113 - 250,113 -
14,160,553 10,800,539 12,574,919 9,509,786
(i)  On 15 May 2006, the Bank issued RM1.5 billion accrued interest due on the redemption date. Should

(i)

nominal value Islamic Subordinated Bonds under the
Shariah principle of Bai’ Bithaman Ajil. The Bonds are
under a 12 non-callable 7 basis feature, payable
semi-annually in arrears in May and November each
year, and are due in May 2018. Under the 12 non-
callable 7 basis feature, the Bank has the option to
redeem the Bonds on the seventh (7th) anniversary or
any semi-annual date thereafter. Should the Bank
decide not to exercise its option to redeem the Bonds,
the holders of the Bonds will be entitled to a
permissible step-up profit rate ranging from zero (0) to
seventy (70) basis points from the beginning of the
eighth (8th) year to the final maturity date.

On 11 April 2007, the Bank issued RM1.5 billion
nominal value Subordinated Bonds payable semi-
annually in arrears in April and October each year,
subject to the revision of interest explained below and
are due in 2017. The Bank may, subject to the prior
consent of Bank Negara Malaysia, redeem the Bonds,
in whole but not in part, any time on or after the fifth
(5th) anniversary of the issue date and on every
semi-annual date thereafter at par together with

(i)

the Bank decide not to exercise its call option, the
holders of the Bonds are entitled to a step-up in the
coupon rate of one hundred (100) basis points from
the beginning of the sixth (6th) year to the final
maturity date.

On 25 April 2007, MBB Sukuk Inc., the Issuer, (a
Special Purpose Vehicle (“SPV”) formed solely for the
purpose of participating in this transaction and issuing
the subordinated certificates) issued USD300 million
Subordinated Certificates with a distribution rate
based on six (6) months LIBOR plus a margin of 0.33%
per annum payable semi-annually in arrears in April
and October each year. The proceeds from the
Subordinated Certificates are paid to Premier Sukuk
Inc., another SPV incorporated for this transaction and
ultimately paid to the Bank. In return, the Bank
transfers the beneficial ownership of a portfolio of
assets (comprising hire purchase contracts and cash)
by way of an equitable assignment to Premier Sukuk
and subsequently to the Issuer. The portfolio assets are
managed by the Bank pursuant to a Management
Agreement.



(iv)

)

The Subordinated Certificates are due in 2017. The
Issuer may, subject to the prior consent of Bank
Negara Malaysia, redeem the Certificates, in whole but
not in part, on the fifth (5th) anniversary of the issue
date or at any semi-annual distribution payment date
thereafter.

Should the Issuer decide not to exercise its call option,
the Certificate holders are entitled to a step-up margin
of 1.33% per annum from the beginning of the sixth
(6th) year to the final maturity date.

The Certificate holders will have recourse on a
subordinated basis to the Bank pursuant to the Sale
and Purchase Undertaking Deeds.

On 28 November 2008, the Bank (“Borrower”) secured
RM3.1 billion Tier 2 Capital Subordinated Term Loan
Facility (“the Facility”) for a term of fifteen (15) years
from the drawdown date, with an option by the
Borrower to redeem the Facility on the Optional
Redemption Date or such other period as may be
agreed between the Lender and Borrower. The
Optional Redemption Date is the tenth (10th)
anniversary from the drawdown date or any semi-
annual interest payment date thereafter.

The Facility bears a fixed interest rate payment,
payable semi-annually in arrears. On the tenth (10th)
anniversary of the issue date, there will be a one-time
step-up in the interest rate which shall be equivalent
to the aggregate of one hundred (100) basis points and
the then prevailing market rate to be agreed between
the Lender and the Borrower based on the then
Borrower’s prevailing credit rating for a Tier 2
subordinated bond and upon having considered
amongst others, the yield for a five (5) year bond
maturity and last traded yields for Tier 2 subordinated
bonds and other comparables of equivalent ratings.

The Facility qualifies as Tier 2 Capital of the Bank in
accordance with the capital adequacy requirements
issued by Bank Negara Malaysia.

On 28 April 2011, the Bank issued SGD1.0 billion
nominal value Subordinated Notes under the MTN
Programme which is payable semi-annually in arrears
in April and October each year, subject to the revision
of interest explained below and are due in 2021. The
Bank may, subject to the prior consent of Bank Negara

(vi)

(vii)

Malaysia, redeem the Notes, in whole but not in part,
on 28 April 2016 (first Optional Redemption Date) and
each semi-annual interest payment date thereafter at
par together with accrued interest due on the
redemption date. Should the Bank decide not to
exercise its call option, the holders of the Subordinated
Notes are entitled to a revised interest rate from the
first Optional Redemption Date to (but excluding) the
maturity date, being the sum of (i) the initial spread;
and (ii) the ask rate for five (5) year Swap Offer Rate
on the first Optional Redemption Date.

On 31 March 2011, Maybank Islamic Berhad, a wholly-
owned subsidiary of the Bank, issued RM1.0 billion
nominal value Tier 2 Islamic Subordinated Sukuk under
the Shariah Principle of Musyarakah. The sukuk carries a
tenure of ten (10) years from issue date on 10 non-
callable five (5) basis, with a profit rate of 4.22% per
annum payable semi-annually in arrears in March and
September each year, and is due in March 2021. The
subsidiary has the option to redeem the sukuk on any
semi-annual distribution date on or after the (5th)
anniversary from the issue date. Should the subsidiary
decide not to exercise its option to redeem the sukuk,
the sukuk shall continue to be outstanding until the
final maturity date.

On 19 May 2011, a subsidiary, BII, issued IDR1.5 trillion
Subordinated Notes, of which IDRO.6 trillion is held by
the Bank. The Notes are not guaranteed with specific
guarantee, but guaranteed with all assets of BlI,
whether present or future fixed or non-fixed assets.
The Notes will mature on 19 May 2018.

The Notes bear interest at the fixed rate of 10.75% per
annum, payable quarterly, the first coupon payment
will be made on 19 August 2011. The Notes have been
approved by Bank Indonesia through its letter dated 23
June 2011 to be qualified as Tier 2 Capital of the
subsidiary.

(viii) On 15 August 2011, the Bank issued RM2.0 billion

Subordinated Notes from Maybank Subordinated Note
Programme of up to RM3.0 billion which is payable
semi-annually in arrears in February and August each
year and are due in 2021. The Bank may, subject to the
prior consent of Bank Negara Malaysia, redeem the
Notes, in whole but not in part, on 15 August 2016
(first Call Date) and on each semi-annual interest
payment date thereafter at their principal amount
together with accrued but unpaid coupon.
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(ix) On 6 December 2011, a subsidiary, Bll, issued IDR500 billion Subordinated Notes, of which IDR15 billion is held by the Bank.
The Notes bear fixed interest rate at 10.00% per annum, with seven (7) years tenor since Issuance Date.

The interest of the Notes will be paid quarterly based on Interest Payment Date of Notes. The first interest payment will be
made on 6 March 2012, while the last interest payment and due date of the Notes will be made on 6 December 2018.

(x) On 28 December 2011, the Bank issued RM750 million Subordinated Notes from Maybank Subordinated Note Programme of
up to RM3.0 billion which is payable semi-annually in arrears in June and December each year and are due in 2021. The Bank
may, subject to the prior consent of Bank Negara Malaysia, redeem the Notes, in whole but not in part, on 28 December
2016 (first Call Date) and on each semi-annual interest payment date thereafter at their principal amount together with
accrued but unpaid coupon.

(xi) On 28 December 2011, the Bank issued RM250 million Subordinated Notes from Maybank Subordinated Note Programme of
up to RM3.0 billion which is payable semi-annually in arrears in June and December each year and are due in 2023. The
Bank may, subject to the prior consent of Bank Negara Malaysia, redeem the Notes, in whole but not in part, on 28
December 2018 (first Call Date) and on each semi-annual interest payment date thereafter at their principal amount
together with accrued but unpaid coupon.

The coupon rates for all the subordinated instruments above range between 0.77% and 10.75% per annum.
All the subordinated instruments above constitute unsecured liabilities of the Group and the Bank and are subordinated to
the senior indebtedness of the Group and the Bank in accordance with the respective terms and conditions of their issues.
Group and Bank
30.6.2011
Note RM’000

RM3,500 million 6.85% Stapled Capital Securities (“NCPCS”) 3,503,275 3,502,620

Less: Transaction cost (2,686) (2,686)

Add: Accumulated amortisation of transaction cost 751 631

(@) 3,501,340 3,500,565
SGD600 million 6.00% Innovative Tier 1 Capital Securities
(“SGD600 million ITICS”) 1,500,936 1,508,921
Less: Transaction cost (8,514) (8,514)
Add: Accumulated amortisation of transaction cost 2,415 2,024
(b) 1,494,837 1,502,431

RM1,100 million 6.30% Innovative Tier 1 Capital Securities
(“RM1.1 billion IT1CS”) 1,118,366 118,607
Less: Transaction cost (1,063) (1,063)
Add: Accumulated amortisation of transaction cost 281 234
(c) 1,117,584 17,778

6,113,761 6,120,774




(a) NCPCS

On 27 June 2008, the Group issued RM3,500 million in
nominal value comprising:

(@) Non-Cumulative Perpetual Capital Securities
(“NCPCS”), which are issued by the Bank and
stapled to the Subordinated Notes described
below; and

(b) Subordinated Notes (“Sub-Notes”), which are
issued by Cekap Mentari Berhad (“CMB”), a
wholly-owned subsidiary of the Bank.

(collectively known as “Stapled Capital Securities”).

Until an assignment event occurs, the Stapled Capital
Securities cannot be transferred, dealt with or traded
separately. Upon occurrence of an assignment event,
the Stapled Capital Securities will unstaple, leaving the
investors to hold only the NCPCS while ownership of
the Sub-Notes will be re-assigned to the Bank pursuant
to a forward purchase contract entered into by the
Bank. Unless there is an earlier occurrence of any other
events stated under the terms of the Stapled Capital
Securities, the assignment event would occur on the
twentieth (20th) interest payment date or ten (10) years
from the issuance date of the Sub-Notes.

Each of the NCPCS and Sub-Notes has a fixed interest
rate of 6.85% per annum. However, the NCPCS
distribution will not begin to accrue until the Sub-
Notes are re-assigned to the Bank as referred to above.
Thus effectively, the Stapled Capital Securities are
issued by the Bank at a fixed rate of 6.85% per annum.
Interest is payable semi-annually in arrears.

The NCPCS are issued in perpetuity unless redeemed
under the terms of the NCPCS. The NCPCS are
redeemable at the option of the Bank on the twentieth
(20th) interest payment date or ten (10) years from the
issuance date of the Sub-Notes, or any NCPCS
distribution date thereafter, subject to redemption
conditions being satisfied. The Sub-Notes have a
tenure of thirty (30) years unless redeemed earlier
under the terms of the Sub-Notes. The Sub-Notes are
redeemable at the option of CMB on any interest
payment date, which cannot be earlier than the
occurrence of an assignment event, subject to
redemption conditions being satisfied.

The Stapled Capital Securities comply with Bank
Negara Malaysia’s Guidelines on Non-Innovative Tier 1

capital instruments. They constitute unsecured and
subordinated obligations of the Group. Claims in
respect of the NCPCS rank pari passu and without
preference among themselves, other Tier 1 capital
securities of the Bank and with the most junior class of
preference shares of the Bank but in priority to the
rights and claims of the ordinary shareholders of the
Bank. The Sub-Notes rank pari passu and without
preference among themselves and with the most junior
class of notes or preference shares of CMB.

An “assignment event” means the occurrence of any of
the following events:

(@ The Bank is in breach of Bank Negara Malaysia’s
minimum capital adequacy ratio requirements
applicable to the NCPCS Issuer; or

(b) Commencement of a winding-up proceeding in
respect of the Bank or CMB; or

(c) Appointment of an administrator in connection
with a restructuring of the Bank; or

(d) Occurrence of a default of the NCPCS
distribution payments or Sub-Notes interest
payments; or

(e) CMB ceases to be, directly or indirectly, a
wholly-owned subsidiary of the Bank; or

(f)  Bank Negara Malaysia requires that an
assignment event occur; or

(g) The Bank elects that an assignment event occurs;
or

(h) The twentieth (20th) Interest Payment Date of
the Sub-Notes; or

(i) Sixty (60) days after a regulatory event (means at
any time there is more than an insubstantial risk,
as determined by the Bank, that the NCPCS will
no longer qualify as Non-Innovative Tier 1 capital
of the Bank for the purposes of Bank Negara
Malaysia’s capital adequacy requirements under
any applicable regulations) has occurred, subject
to such regulatory event continuing to exist at
the end of such sixty (60) days; or

() Any deferral of interest payment of the Sub-
Notes; or
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(@) NCPCS (cont’d.)

(k)  Thirty (30) years from the issue date of the
Sub-Notes.

In addition to the modes of redemption, the NCPCS
and the Sub-Notes can be redeemed in the following
circumstances:

(a) If the NCPCS and the Sub-Notes were issued for
the purpose of funding a merger or acquisition
which is subsequently aborted, at the option of
the Bank and CMB subject to Bank Negara
Malaysia’s prior approval;

(b) At any time if there is more than an insubstantial
risk in relation to changes in applicable tax
regulations, as determined by the Bank or CMB,
that could result in the Bank or CMB paying
additional amounts or will no longer be able to
deduct interest in respect of the Sub-Notes or
the inter-company loan (between the Bank and
CMB) for taxation purposes; and

(c) At any time if there is more than an insubstantial
risk in relation to changes in applicable regulatory
capital requirements, as determined by the Bank
or CMB, that could disqualify the NCPCS to be
regarded as part of Non-Innovative Tier 1 capital
for the purpose of regulatory capital
requirements.

(b) SGD600 million IT1CS

On 11 August 2008, the Bank issued SGD600 million
ITICS callable with step-up in 2018 at a fixed rate of
6.00%.

The SGD ITICS bears a fixed interest rate payment
from and including 11 August 2008 to (but excluding)
11 August 2018 (the First Reset Date), payable semi-
annually in arrears on 11 February and 11 August in
each year commencing on 11 February 2009. The SGD
ITICS has a principal stock settlement mechanism to
redeem the ITICS on the sixtieth (60th) year from the
date of issuance. The Bank, however, has the option to
redeem the ITICS on the tenth (10th) anniversary of
the issue date and on any interest payment date
thereafter. On the tenth (10th) anniversary of the issue
date, there will be a step-up in the interest rate to a
floating rate, reset quarterly, at the initial credit spread
plus one hundred (100) basis points above the three
(3) month SGD Swap Offer Rate.

The IT1CS will constitute direct, unsecured and
subordinated obligations of the Bank and will rank pari
passu and without any preference among themselves,
and will rank pari passu with other Tier 1 securities.

(c) RM1.1 billion ITICS

On 25 September 2008, the Bank issued RM1.1 billion
ITICS callable with step-up in 2018 at a fixed rate of
6.30% under its RM4.0 billion Innovative Tier 1 Capital
Securities. The RM1.1 billion ITICS which matures on 25
September 2068 also bears a fixed interest rate and is
callable on 25 September 2018 and on every interest
payment date thereafter. On the tenth (10th)
anniversary of the issue date, there will be a step-up in
the interest rate to a floating rate, reset quarterly, at
the initial credit spread plus one hundred (100) basis
points above the Kuala Lumpur Inter-Bank Offer Rate
for 3-months RM deposits.

The IT1CS will constitute direct, unsecured and
subordinated obligations of the Bank and will rank pari
passu and without any preference among themselves,
and will rank pari passu with other Tier 1 securities.



Group and Bank

Number of ordinary shares

of RM1 each Amount
30.6.2011 30.6.2011
’000 RM’000
Authorised:
At beginning of the period/year 10,000,000 10,000,000 10,000,000 10,000,000
Created during the period/year - - - -
At end of the period/year 10,000,000 10,000,000 10,000,000 10,000,000
Issued and fully paid:
At beginning of the period/year 7,478,206 7,077,983 7,478,206 7,077,983
Shares issued under the:
- Dividend Reinvestment Plan (“DRP”):
Issued on:
- 20 December 2010 - 244,257 - 244,257
- 13 May 2011 - 155,966 - 155,966
- 28 December 2011 161,221 - 161,221 -
- Maybank Group Employees’
Share Scheme 10 - 10 -
At end of the period/year 7,639,437 7,478,206 7,639,437 7,478,206

(a)

(b)

Increase in issued and paid-up capital

During the financial period, the Bank increased its
issued and paid-up capital from RM7,478,206,067 to
RM7,639,437,483 via:

(i) Issuance of 10,000 new ordinary shares of RM1
each for cash, to eligible persons who exercised
their options under the ESS, as disclosed in Note
29(d)(ii).

(ii) Issuance of 161,221,416 new ordinary shares of

RM1 each arising from the Dividend Reinvestment
Plan (“DRP”) relating to electable portion of the
final dividend of 21 sen (net) in respect of
financial year ended 30 June 2011, as disclosed in

Note 43(c).

Dividend Reinvestment Plan (“DRP”)

Maybank via the announcement on 25 March 2010
proposed to undertake a recurrent and optional

dividend reinvestment plan that allows shareholders of

Maybank (“Shareholders”) to reinvest their Dividend
(as defined below) into new ordinary share(s) of

RM1.00 each in Maybank (“Maybank Shares”) (“DRP”).

The rationale of Maybank embarking on the DRP are
as follows:

(®

(i)

(iii)

To enhance and maximise shareholders’ value via
the subscription of new Maybank Shares where
the issue price of a new Maybank Share shall be

at a discount;

To provide the shareholders with greater flexibility
in meeting their investment objectives, as they

would have the choice of receiving cash or
reinvesting in the Bank through subscription of
additional Maybank Shares without having to incur
material transaction or other related costs; and

To benefit from the participation by shareholders
in the DRP to the extent that if the shareholders
elect to reinvest into new Maybank Shares, the
cash which would otherwise be payable by way of
dividend will be reinvested to fund the continuing
business growth of the Group. The DRP will not
only enlarge Maybank’s share capital base and
strengthen its capital position, but will also add
liquidity of Maybank Shares on the Main Market
of Bursa Malaysia Securities Berhad (“Bursa
Securities”).
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(iii)

(b) Dividend Reinvestment Plan (“DRP”) (cont’d.)

(iii) The rationale of Maybank embanking on the DRP
as follows (cont'd.)

Whenever a cash dividend (either an interim, final,
special or other dividend) is announced, the Board
may, in its absolute discretion, determine that the
DRP will apply to the whole or a portion of the
cash dividend (“Electable Portion”) and where
applicable any remaining portion of the dividend
will be paid in cash.

(iv) Each shareholder has the following options in
respect of the Electable Portion:

(1) elect to receive the Electable Portion in
cash; or

(2) elect to reinvest the entire Electable Portion
into new Maybank Shares credited as fully
paid-up at an issue price to be determined
on a price fixing date subsequent to the
receipt of all relevant regulatory approvals.

(iv)

(c) Maybank Group Employees’ Share Scheme (“ESS”)

The Maybank Group Employees’ Share Scheme (“ESS”)
is governed by the by-laws approved by the
shareholders at an Extraordinary General Meeting held
on 13 June 2011. The ESS was implemented on 23 June
2011 and is in force for a maximum period of seven (7)
years from the effective date.

The maximum number of ordinary shares of RM1.00
each in the Bank available under the ESS should not
exceed 10% of the total number of issued and paid-up
capital of the Bank at any point of time during the
duration of the scheme. Other principal features of the
ESS are as follows:

(i) The employees eligible to participate in the ESS
must be employed on a full time basis and on the
payroll of the Participating Maybank Group and is
confirmed in service.

Participating Maybank Group includes the Bank
and its branches and subsidiaries in Malaysia, but
excluding listed subsidiaries, overseas subsidiaries
and dormant subsidiaries;

(i) The entitlement under the ESS for the Executive
Directors, including any persons connected to the
directors, is subject to the approval of the
shareholders of the Bank in a general meeting; and

The ESS shall be in force for a maximum period of
seven (7) years from the effective date;

Notwithstanding the above, the Bank may
terminate the ESS at any time during the
duration of the scheme subject to:

. consent of Maybank’s shareholders at a
general meeting, wherein at least a majority
of the shareholders, present and voting, vote
in favour of termination; and

«  written consent of all participants of ESS
who have yet to exercise their ESS option
either in part or in whole, and all
participants whose Restricted Shares Unit
(“RSU”) Agreement are still subsisting.

Upon the termination of the ESS, all unexercised
ESS and/or unvested RSU shall be deemed to
have been cancelled and be null and void.

ESS consists of two (2) types of performance-
based awards i.e. Employee Share Option Scheme
(“ESOS”) and Restricted Shares Unit (“RSU”).

Under the ESOS award, the Bank may from time
to time within the offer period, offer to eligible
employees a certain number of options at the
Offer Date. Subject to the acceptance of the
participants, the participants will be granted the
ESOS options which can then be exercised within
a period of five (5) years to subscribe for fully
paid-up ordinary shares of RM1.00 each in the
Bank, provided all the conditions including
performance-related conditions are duly and fully
satisfied.

Under the RSU award, the Bank may from time to
time within the offer period, invite selected
participants to enter into an agreement with the
Bank, whereupon the Bank shall agree to award
the scheme shares to the participants, subject to
fulfilling the relevant service and performance
objectives and provided all performance-related
conditions are duly and fully satisfied. The
scheme shares as specified under the RSU award
will only vest based on a three (3) year cliff
vesting schedule or a two (2) year cliff vesting
schedule in the case of supplemental RSU award,
provided all the RSU vesting conditions are fully
and duly satisfied.



(c) Maybank Group Employees’ Share Scheme (“ESS”)

(cont'd.)

(v)  Key features of the ESOS award are as follows:

On 23 June 2011, the Bank granted five (5)
tranches of ESOS amounting to 405,308,500
options based on the assumption that the
eligible employees met average performance
target. The first tranche of ESOS amounting
to 80,871,000 options have been vested and
exercisable as at 30 June 2011, while the
remaining tranches of ESOS and the
corresponding number of ESOS will be
vested and exercisable upon fulfillment of
predetermined vesting conditions including
service period, performance targets and
performance period.

The new ordinary shares in the Bank allotted
upon any exercise of options under the
scheme will upon allotment, rank pari passu
in all aspects with the then existing ordinary
shares in the Bank, except that the new
ordinary shares so issued will not rank for
any dividends or other distribution declared,
made or paid to shareholders prior to the
date of allotment of such new ordinary
shares, and will be subject to all the
provisions of the Article of Association of
the Bank relating to transfer, transmission
and otherwise.

The subscription price of the ESOS shall be
at the VWAMP of Maybank Shares for the
five (5) market days immediately preceding
the offer date with no entitlement to any
discount.

In the implementation of ESS, the ESS
Committee subject to compliance can
decide whether the scheme shares be
satisfied by way of issuance and/or transfer
of new Maybank Shares. The Bank will
establish a Trust to be administered by the
Trustee. To enable the Trustee to subscribe
for new shares for the purposes of the ESS
implementation, the Trustee will be entitled

from time to time to accept funding and/or
assistance from the Bank.

The first tranche of ESOS shall be
exercisable by way of self-funding by the
respective eligible employees within twelve
(12) months from the ESOS commencement
date.

Subsequent tranches and any ESOS
unexercised after the initial twelve (12)
months from the ESOS commencement date
may be exercised during the remainder of
the ESOS option period by way of self-
funding or ESOS Trust Funding (“ETF”)
mechanism. The ETF mechanism is the Trust
funding mechanism for the ESOS award
involving an arrangement under which
Maybank will fund a certain quantum of
money for the subscription of Maybank
Shares by the Trustee to be held in a pool
for the benefit of eligible employees and set
aside and held in an omnibus Central
Depository System (“CDS”) account of the
Trustee or an authorised nominee, to
facilitate the exercise of ESOS options by
the eligible employees and at the request of
selected employees whereupon part of the
proceeds of such sale shall be utilised
towards payment of the ESOS option price
and the related costs.

(vi) Key features of the RSU award are as follows:

The RSU granted will be vested and awarded
upon fulfillment of predetermined vesting
conditions including service period,
performance targets and performance
period.

The scheme shares on RSU may be settled
by way of issuance and transfer of new
Maybank Shares or by cash at the absolute
discretion of the ESS Committee. The new
Maybank Shares to be issued and
transferred to the eligible employees
pursuant to physical settlement will not
require any payment to the Bank by the RSU
participants.
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(c) Maybank Group Employees’ Share Scheme (“ESS”) (cont’d.)
(vi) Key features of the RSU award are as follows (cont’d.):

. In the case of settlement by way of cash, the RSU vesting price will be based on the value of the scheme shares
with no entitlement to any discount, taking into account the VWAMP of Maybank Shares for the five (5) market
days immediately preceding the RSU vesting date.

(d) Details of share options under ESOS

(i) Details of share options granted:

Original

Number of exercise

share options price
Grant date (’000) RM Exercise period
23.6.2011 405,309 8.82* 30.6.2011 - 30.6.2016

The aggregate maximum allocation of share options to Chief Executive and senior management of the Group and the
Bank shall not exceed 50%. The actual allocation of share options to Chief Executive and senior management is 4.3%
as at 31 December 20T11.

*  On 15 December 2011, the ESS Committee approved the reduction of the ESOS exercise price to RM8.78 from RM8.82.
The reduction in the exercise price is effective from 29 December 2011 onwards.

The following table illustrates the number and weighted average exercise price (“WAEP”) of, and movements in, share
options during the financial period:

Movement During the Period

Outstanding  Adjustment** Granted Exercised Forfeited Expired  Outstanding  Exercisable
Grant date at1.7.20m at3112.201  at31.12.20M
23.6.2011
Number of options ('000) 80,870 258 - 9) (1,049) - 80,070 80,070
WAEP (RM) 8.82 8.82 - 8.82 8.82 - 8.78# 8.78#

**  Adjustment relates to ESOS allocated in prior year but accepted during the financial period.
#  Revised from RM8.82 to RM8.78 on 29 December 2011 as disclosed above.

Total share options granted to the directors of the Bank as at 31 December 2011 was presented under Directors’ interests in
the Directors’ report.

(i) Share options exercised during the financial period

As disclosed above, options exercised during the financial period resulted in the issuance of approximately 9,000
(30.6.2011: 1,000) ordinary shares as at 31 December 2011 at an exercise price of RM8.82 (30.6.2011: RM8.82) each.
1,000 of the options exercised on 30 June 2011 were only issued and listed during the financial period. Hence, a total
of 10,000 shares have been issued during the financial period due to exercise of options. The related weighted average
share price at the date of exercise was RM8.86 (30.6.2011: RM8.93).



(d) Details of share options under ESOS (cont’d.)

(iii) Fair value of share options granted on 23 June
2011

The fair value of share options granted on 23 June
2011 was estimated by an external valuer using a
Binomial-Lattice model, taking into account the
terms and conditions upon which the options
were granted. The fair value of share options
measured and the assumptions were as follows:

Fair value of share options:

- tranche 1: granted and vested on

23 June 2011 (RM) 0.627
- tranche 2 to 5: granted on

23 June 2011 but not vested (RM) 0.687 - 0.769
Weighted average share price at

exercise date (RM) 8.86
Weighted average exercise price

(RM) 8.82
Expected volatility (%) 14.59
Expected life (years) 3-5
Risk free rate (%) 3.24 - 3.64
Expected dividend yield (%) 4.49

The expected life of the options was based on
historical data and was not necessarily indicative
of exercise patterns that may occur. The expected
volatility reflected the assumption that the
historical volatility were indicative of future
trends, which may also not necessarily be the
actual outcome. No other features of the option
grant were incorporated into the measurement of
fair value.

(e) Details of RSU
(i) RSU granted

On 23 June 2011, a total of 3,590,000 RSU, with a
fair value of RM7.247 had been granted. All the
RSU were allocated and granted to eligible senior
management of the Group and the Bank. The
vesting date of RSU is based on 3-year cliff
vesting from the grant date and performance
metrics. None of the RSU has been vested as at
31 December 2011.

Total RSU granted to the directors of the Bank as
at 31 December 2011 was presented under
Directors’ interests in the Directors’ report.
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(f) Details of CESOS

A separate cash-settled performance-based scheme
(“CESOS”) will be made available at the appropriate
time to the eligible employees of overseas branches
and subsidiaries of the Bank which include PT Bank
Internasional Indonesia Tbk, PT Maybank Syariah
Indonesia, Maybank Philippines Incorporated and
Maybank (PNG) Limited, subject to achievement of
performance criteria set out by the Board and
prevailing market practices in the respective countries.

The CESOS award is a cash plan and may be awarded
from time to time up to five (5) tranches. The award
will be subject to fulfilling the performance targets,
performance period, service period and other vesting
conditions as stipulated in the CESOS Guidelines, save
for the first CESOS tranche whereby no performance
targets shall be applicable.
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29. SHARE CAPITAL AND SHARE BASED PAYMENTS (CONT’D.)

U]

Details of CESOS (cont’d.)

The amount payable for each CESOS tranche will correspond to the number of reference shares awarded multiplied by the
appreciation in the Bank’s share price between the price at the time of award and the time of vesting of which the vesting
date shall be at the end of the three (3) years from the date of each CESOS tranche. The Bank has granted a total of 715,900
CESOS to overseas branches in previous financial year ended 30 June 2011. There were no share options under the CESOS
granted or vested during the current financial period ended 31 December 2011.

30. RESERVES

Group Bank

31.12.2011 30.6.2011 31.12.20M 30.6.2011
Note RM’'000 RM’000 RM’000 RM’000

Non-distributable:

Share premium 9,598,847 8,583,711 9,598,847 8,583,711
Statutory reserve (a) 6,926,383 6,409,922 6,728,866 6,212,460
Capital reserve (b) 15,250 15,250 - -
Unrealised holding reserve 350,981 417,065 262,434 278,860
Exchange fluctuation reserve (969,382) (1,007,977) 227,772 239,261
ESS reserve 127,317 65,000 127,317 65,000
Revaluation reserve (o) 8,817 9,057 - -
PER reserve (d) 34,456 - - -
16,092,669 14,492,028 16,945,236 15,379,292
Distributable:
Retained profits (Note 37) 9,713,321 9,491,265 4,895,012 540,905
Total reserves 25,805,990 23,983,293 21,840,248 20,520,197

(a)

(b)

(©

(d)

The statutory reserves are maintained in compliance with the requirements of Bank Negara Malaysia and certain Central
Banks of the respective countries in which the Group and the Bank operate and are not distributable as cash dividends.

The capital reserve of the Group arose from the capitalisation of bonus issue in certain subsidiaries in previous years.

Revaluation reserve relates to the transfer of self-occupied properties to investment properties subsequent to the change on
occupation intention.

The Profit Equalisation Reserve (“PER”) of Islamic Banking Institution (“IBI”) is classified as a separate reserve in equity as
per BNM Revised Guidelines on Profit Equalisation Reserve issued in May 2011.



31.

32.

33.

RETAINED PROFITS

Prior to the year of assessment 2009, Malaysian companies adopted the full imputation system. In accordance with the Finance
Act, 2007 which was gazetted on 28 December 2007, companies shall not be entitled to deduct tax on dividend paid, credited or
distributed to its shareholders and such dividends will be exempted from tax in the hands of the shareholders (“single tier
system”). However, there is a transitional period of six years, expiring on 31 December 2013, to allow companies to pay franked
dividends to their shareholders under limited circumstances. Companies also have an irrevocable option to disregard the Section
108 balance and opt to pay dividends under the single tier system. The change in the tax legislation also provides for the Section
108 balance to be locked-in as at 31 December 2007 in accordance with Section 39 of the Finance Act, 2007.

The Bank did not elect for the irrevocable option to disregard the Section 108 balance. Accordingly, during the transitional period,
the Bank may utilise the credit in the Section 108 balance as at 31 December 2011 to distribute cash dividend payments to
ordinary shareholders as defined under the Finance Act, 2007. As at 31 December 2011, the Bank has sufficient credit in the
Section 108 balance to pay franked dividends out of its entire retained earnings.

OPERATING REVENUE

Operating revenue of the Group comprises all types of revenue derived from the business of banking, income from Islamic
Banking Scheme operations, finance, investment banking, general and life insurance (including takaful), stock broking, leasing and
factoring, trustee and nominee services, asset management and venture capital but excluding all transactions between related
companies.

Operating revenue of the Bank comprises gross interest income, fee and commission income, investment income, gross dividends
and other income derived from banking and finance operations.

INTEREST INCOME

Group Bank
1.7.2011 1.7.2010 1.7.2011 1.7.2010
to to to to
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Loans, advances and financing 5,630,652 9,538,327 4,187,422 7,040,484

Money at call and deposits and placements with financial

institutions 321,898 428,458 243,430 354,306
Securities purchased under resale agreements 2,529 10,695 141 67
Securities held-for-trading 64,105 88,785 65,233 76,293
Securities available-for-sale 753,393 1,555,760 662,867 1,376,684
Securities held-to-maturity 225,376 432,073 196,742 368,084
6,997,953 12,054,098 5,355,835 9,215,918
Amortisation of premiums less accretion of discounts 6,366 (16,117) 3,746 (20,980)
7,004,319 12,037,987 5,359,581 9,194,938

Included in interest income for the current financial period was interest on impaired assets amounting to approximately
RMT110,517,000 (30.6.2011: RM220,440,000) for the Group and RM86,126,000 (30.6.2011: RM190,770,000) for the Bank.
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34.

35.

INTEREST EXPENSE

Group Bank
1.7.2011 1.7.2010 1.7.2011 1.7.2010
to to to to
31.12.2011 30.6.2011 31.12.20M 30.6.2011
RM’000 RM’000 RM’000 RM’000
Deposits and placements of banks and other financial
institutions 219,732 357,708 218,732 355,418
Deposits from customers 2,169,377 3,527,148 1,589,815 2,537,891
Loans sold to Cagamas - 1121 - 1121
Floating rate certificates of deposits 1,617 2,017 1,617 2,017
Borrowings 153,233 213,001 24,094 26,723
Subordinated notes 146,824 149,080 146,824 149,080
Subordinated bonds 67,852 150,423 67,852 152,774
Capital securities 201,405 397,258 201,405 397,258
Net interest on derivatives 18,001 54,301 3,373 32,236
2,978,041 4,852,057 2,253,712 3,654,518
NON-INTEREST INCOME
Group Bank
1.7.2011 1.7.2010 1.7.2011 1.7.2010
to to to to
31.12.2011 30.6.2011 31.12.20M 30.6.2011
RM’000 RM’000 RM’000 RM’000
Fee income:
Commission 391,696 705,594 338,033 626,850
Service charges and fees 595,097 1,163,743 383,132 855,744
Underwriting fees 18,087 57,094 13,399 23,492
Brokerage income 277,187 219,767 649 235
Fees on loans, advances and financing 285,072 524,313 99,374 125,226
1,567,139 2,670,511 834,587 1,631,547
Investment income:
Net gain on disposal of securities held-for-trading 17,858 1,784 23,872 11,019
Net gain on disposal of securities available-for-sale 271,636 341,934 249,361 276,304
Net gain on redemption of securities held-to-maturity 132 439 132 439
Gain on disposal of subsidiaries 2,052 - 210 595
Gain on disposal of associates 30,274 - - -
321,952 344,157 273,575 288,357




35.

NON-INTEREST INCOME (CONT’D.)

Group Bank
1.7.2011 1.7.2010 1.7.2011 1.7.2010
to to to to
31.12.20M1 30.6.2011 31.12.201 30.6.2011
RM’000 RM’000 RM’000 RM’000
Gross dividends from:
Securities available-for-sale
- Quoted outside Malaysia 689 1,333 - -
- Quoted in Malaysia 7,226 15,329 1,693 6,869
- Unquoted outside Malaysia 3,744 4,348 - 196
- Unquoted in Malaysia 8,121 10,195 7,418 8,877
19,780 31,205 9,111 15,942
Subsidiaries - - 358,026 351,690
Associates - - 5,231 5913
19,780 31,205 372,368 373,545
Unrealised (loss)/gain on revaluation of:
- Securities held-for-trading (52,564) (47,958) 62,586 (31,761)
— Derivatives (241,409) 283,482 (237,213) 271,743
(293,973) 235,524 (174,627) 245,982
Other income:
Foreign exchange gain 529,283 561,508 489,010 456,028
Rental income 10,681 23,169 10,288 22,035
Gain on disposal of property, plant and equipment 4,998 16,631 5,348 14,414
Gain on disposal of foreclosed properties 782 3,926 - 93
Sale of development properties 53,560 37,929 - -
Other operating income 132,791 164,511 28,286 2,455
Other non-operating income 27,187 25,584 22,374 32,445
759,282 833,258 555,306 527,470
2,374,180 4,114,655 1,861,209 3,066,901
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36.

OVERHEAD EXPENSES

Group Bank
1.7.2011 1.7.2010 1.7.2011 1.7.2010
to to to to
31.12.20M 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Personnel expenses
Salaries, allowances and bonuses 1,589,912 2,691,440 988,701 1,889,916
Social security cost 13,402 16,050 6,911 13,598
Pension costs - defined contribution plan 171,992 300,408 146,784 261,920
Share options granted under ESS 56,848 65,000 41,765 65,000
Other staff related expenses 264,561 494,856 153,180 316,136
2,096,715 3,567,754 1,337,341 2,546,570
Establishment costs
Depreciation of property, plant and equipment (Note 18) 104,363 173,213 56,642 117,638
Amortisation of core deposit intangibles (Note 19) 22,801 53,526 - -
Amortisation of agency force (Note 19) 9,848 - - -
Amortisation of customer relationship (Note 19) 16,196 - - -
Amortisation of computer software (Note 19) 29,265 61,389 21,136 48,773
Rental of leasehold land and premises 113,656 174,916 51,882 88,314
Repairs and maintenance of property,
plant and equipment 81,583 122,633 33,668 64,988
Information technology expenses 272,959 510,130 231,787 465,280
Fair value adjustment on investment properties
(Note 14) (14) 220 - -
Others 25,831 16,921 6,599 10,569
676,488 1,112,948 401,714 795,562
Marketing costs
Advertisement and publicity 178,608 375,240 94,714 218,776
Others 61,515 102,785 51,886 95,516
240,123 478,025 146,600 314,292
Administration and general expenses
Fees and brokerage 312,693 505,198 259,271 361,714
Administrative expenses 293,291 466,650 126,778 245,685
General expenses 269,030 453,192 62,862 138,578
Cost of development property 34,762 32,235 - -
Others 18,737 36,182 1,753 9,543
928,513 1,493,457 450,664 755,520




36. OVERHEAD EXPENSES (CONT’D.)

Group Bank
1.7.20M1 1.7.2010 1.7.2011 1.7.2010
to to to to
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000

Overhead expenses allocated to subsidiaries - - (263,431) (478,146)

Total 3,941,839 6,652,184 2,072,888 3,933,798

Included in overhead expenses are:

Directors’ fees and remuneration (Note 37) 22,955 19,809 4,648 8,027

Rental of equipment 8,419 13,438 7,733 11,466

Direct operating expenses of investment properties 122 413 - -

Auditors’ remuneration:

Statutory audit: 9,313 9,486 4,955 5,388
- Ernst & Young Malaysia 4,553 4,882 2,867 3,014
- Other member firms of Ernst & Young Global 2,978 3,572 1,436 1,468
_ Other auditors * 1,782 1,032 652 906

Non-audit services: 5,561 3,863 1,516 3,161
- Reporting accountants, review engagements and

regulatory-related services 2,865 3,535 1,420 2,920
- Other services 2,696 328 96 241
Property, plant and equipment written off (Note 18) 3,040 6,631 294 340

*  Relates to fees paid and payable to accounting firms other than the Bank’s auditors.
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37. DIRECTORS’ FEES AND REMUNERATION
Group Bank

1.7.20M 1.7.2010 1.7.20M 1.7.2010
to to to to
31.12.2011 30.6.20T1 31.12.2011 30.6.2011
RM’'000 RM’'000 RM’000 RM’'000

Directors of the Bank:
Executive director:

Salary 768 1,156 768 1,156
Fees 379 598 = -
Bonus 768 1,920 768 1,920
Pension cost - defined contribution plan 247 528 247 528
ESS costs 668 323 668 323
Other remuneration 112 14 106 109
Estimated money value of benefits-in-kind 21 45 21 45
2,963 4,684 2,578 4,081
Non-executive directors:
Fees 2,439 4,559 1,473 2,863
Other remuneration 671 1,243 618 1,128
Estimated money value of benefits-in-kind 44 74 44 74
3,154 5,876 2,135 4,065
Sub-total for directors of the Bank 6,117 10,560 4,713 8,146

Directors of the subsidiaries:
Executive directors:
Salary and other remuneration, including meeting

allowance 10,691 2,566 - -
Bonuses 1,163 2,671 - -
Pension cost - defined contribution plan 247 300 - -
ESS costs 325 159 - -
Estimated money value of benefits-in-kind 361 98 - -
12,787 5,794 - -

Non-executive directors:
Fees 3,376 2,992 - -
Other remuneration 327 164 - -
ESS costs 774 516 - -
4,477 3,672 - -
Sub-total for directors of the subsidiaries 17,264 9,466 - -
Total 23,381 20,026 4,713 8,146
Total (excluding benefits-in-kind) 22,955 19,809 4,648 8,027

The remuneration attributable to the President/Chief Executive Officer of the Bank including benefits-in-kind during the financial
period amounted to RM2,963,171 (30.6.2011: RM4,683,579).



37. DIRECTORS’ FEES AND REMUNERATION (CONT’D.)

The total directors’ fees and remuneration of the Group above has excluded the amount of RM171,495 (30.6.2011: RM409,242)

which has been allocated to the life, general takaful and family takaful funds.

The total remuneration (including benefits-in-kind) of the directors of the Bank are as follows:

Pension Other Benefits-in-kind Other  Subsidiaries
Salary Fees Bonus cost  emolument* ESS Others ~ Bank total Fees emolument* total ~ Group total
RM'000  RM'000  RM'000  RAFOO0  RM'000  RM'000  RM'000  RM'O00  RM'000  RM'000  RM'000  RAN000
31 December 2011
Executive director:
Dato’ Sri Abdul Wahid
bin Omar 768 - 768 247 106 668 21 2,578 379 6 385 2,963
Existing non-executive
directors:
Tan Sri Dato’ Megat
Zaharuddin bin Megat
Mohd Nor - 150 - - 325 - 20 495 407 - 407 902
Dato’ Mohd Salleh bin
Hj Harun - 188 - - 3 - 7 228 159 9 168 396
Tan Sri Datuk Dr Hadenan
A, Jalil - 147 - - 32 - 1 180 18 4 22 202
Dato’ Seri Ismail bin Shahudin - 118 - - 3 - - 151 26 4 30 181
Dato’ Dr Tan Tat Wai - 147 - - 29 - - 176 n 2 i3 249
Encik Zainal Abidin bin Jamal - 140 - - 46 - 1 187 72 n 83 210
Dato’ Sreesanthan Eliathamby - 125 - - 24 - 1 150 13 5 18 168
Dato’ Johan bin Ariffin - 125 - - 40 - 2 167 81 12 93 260
Mr Cheah Teik Seng - 125 - - 25 - 2 152 89 2 91 243
Mr Alister Maitland - 140 - - 29 - - 169 - 4 4 13
Datuk Mohaiyani binti
Shamsudin - 68 - - 12 - - 80 30 - 30 110
- 1,473 - - 618 - 44 2,135 966 53 1,019 3,154
Total directors
remuneration 768 1,473 768 247 124 668 65 4,113 1,345 59 1,404 6,117

* Includes duty allowances, social allowance, leave passage, staff mess, EPF, retention sum and retirement gratuity.
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37. DIRECTORS’ FEES AND REMUNERATION (CONT’D.)

Pension Other Benefits-in-kind Other  Subsidiaries
Salary Fees Bonus cost  emolument* ESS Others  Bank total Fees emolument* total ~ Group total
RAWO00  RM000  RM'000  RM'OO0  RA'OO0  RM'000  RM'O00  RA'O00  RM'000  RM'000  RM'O00  RM'000

30 June 2011
Executive director:
Dato’ Sri Abdul Wahid

bin Omar 156 - 1920 528 109 33 45 4,081 598 5 603 4,684
Existing non-executive

directors:
Tan Sri Dato’ Megat

Zaharuddin bin Megat

Mohd Nor - 316 - - 583 - 39 938 609 - 609 1,547
Dato’ Mohd Salleh bin

Hj Harun - 330 - - i - 35 436 330 2 342 78
Tan Sri Datuk Dr Hadenan

A. Jalil - 295 - - 50 - - 345 43 9 52 397
Dato’ Seri Ismail bin Shahudin - 331 - - n - - 403 66 9 75 478
Dato’ Dr Tan Tat Wai - 295 - - 52 - - 347 193 6 199 546
Encik Zainal Abidin bin Jamal - 288 - - 79 - - 367 89 26 115 482
Dato’ Sreesanthan Eliathamby - 240 - - 47 - - 27 25 4 39 326
Dato’ Johan bin Ariffin - 250 - - 75 - - 325 10 3 133 458
Mr Cheah Teik Seng - 261 - - 58 - - 319 23l 3 234 553
Mr Alister Maitland - 257 - - 41 - - 298 - 3 13 3N
Sub Total - 2863 - - 128 - T4 4,065 1,696 15 1811 5876

Total directors
remuneration 1156 2,863 1920 528 1,237 33 119 8146 2,294 120 2,414 10,560

* Includes duty allowances, social allowance, leave passage, staff mess, EPF, retention sum and retirement gratuity.



38.

39.

ALLOWANCES FOR LOSSES ON LOANS, ADVANCES AND FINANCING, NET

Group Bank
1.7.20M 1.7.2010 1.7.20M 1.7.2010
to to to to
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Allowances for loans, advances and financing:
- Individual allowance (Note 11(ix))
Allowance made 535,890 651,725 464,602 471,883
Amount written back (296,458) (291,066) (192,817) (207,265)
Net 239,432 360,659 271,785 264,618
- Collective allowance (Note 11(ix))
Allowance made 504,176 774,955 187,383 17,091
Amount written back (306) (42) - -
Net 503,870 774,913 187,383 17,091
Bad debts and financing:
- Written off 34,188 32,203 32,243 25,691
- Recovered (463,338) (702,467) (326,977) (416,997)
314,152 465,308 164,434 (9,597)
Allowance for other debts 14,928 36,858 1,707 11,793
329,080 502,166 166,141 2,196
IMPAIRMENT LOSSES/(WRITEBACK OF IMPAIRMENT LOSSES) OF SECURITIES, NET
Group Bank
1.7.201 1.7.2010 1.7.2011 1.7.2010
to to to to
31.12.2011 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Securities available-for-sale 68,697 130,182 59,324 110,125
Securities held-to-maturity (1,460) (227) (1,460) (227)
67,237 129,955 57,864 109,898
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40. TAXATION AND ZAKAT

Group Bank
1.7.2011 1.7.2010 1.7.2011 1.7.2010
to to to to
31.12.20M1 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000
Malaysian income tax 786,379 1,657,985 543,043 1,342,701
Foreign tax 226,728 346,006 107,832 179,168
Less: Double taxation relief (106,266) (175,89) (106,266) (175,189)
906,841 1,828,802 544,609 1,346,680
Overprovision in respect of prior years:
Malaysian income tax - (22,551) - -
Foreign income tax 97 (51,856) - (51,856)
906,938 1,754,395 544,609 1,294,824
Deferred tax (Note 25):
Relating to originating and reversal of temporary differences
(net) (30,282) (119,191) 60,269 (92,192)
Overprovision in prior years - - - -
(30,282) (119,191) 60,269 (92,192)
Tax expense for the period/year 876,656 1,635,204 604,878 1,202,632
Zakat 10,415 15,505 22 98
887,071 1,650,709 604,900 1,202,730

Domestic income tax is calculated at the Malaysian statutory tax rate of 25% (30.6.2011: 25%) of the estimated chargeable profit

for the period.

Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.



40. TAXATION AND ZAKAT (CONT’D.)

A reconciliation of income tax expense applicable to profit before taxation at the statutory income tax rate to income tax

expense at the effective income tax rate of the Group and of the Bank is as follows:

1.7.2011 1.7.2010
to to
31.12.201 30.6.2011
RM’000 RM’000

Group
Profit before taxation 3,563,401 6,270,467
Taxation at Malaysian statutory tax rate of 25% (30.6.2011: 25%) 890,850 1,567,617
Different tax rates in other countries 7,457 15,715
Income not subject to tax (63,545) (111,393)
Expenses not deductible for tax purposes 60,356 271,424
Under/(over) provision in tax expense in prior years 97 (74,407)
Share of profit of associates (18,559) (33,752)
Tax expense for the period/year 876,656 1,635,204

Bank

Profit before taxation 2,670,185 4,561,429
Taxation at Malaysian statutory tax rate of 25% (30.6.2011: 25%) 667,546 1,140,357
Different tax rates in other countries 7,268 12,014
Income not subject to tax (91,710) (93,386)
Expenses not deductible for tax purposes 21,774 195,503
Overprovision in tax expense in prior years - (51,856)
Tax expense for the period/year 604,878 1,202,632
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41. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES

(@) In addition to the transactions detailed elsewhere in the financial statements, the Bank has the following transactions with
related parties during the financial period/year:

Bank

1.7.2011 1.7.2010
to to
31.12.2011 30.6.2011
RM’000 RM’000

Transactions with subsidiaries and associates:

Income:
Interest on deposits 80,746 74,048
Dividend income 363,257 357,603
Rental of premises 1,327 2,403
Other income 273,279 576,309
718,609 1,010,363
Expenditure:
Interest on deposits 148,886 288,113
Other expenses 3,348 8,959
152,234 297,072
Others:
Share options granted under ESS charged to subsidiaries 20,558 -

(b) Included in the statement of financial position of the Bank are amounts due from/(to) subsidiaries represented by the
following:

Bank

31.12.2011 30.6.2011
RM’000 RM’000

Amounts due from subsidiaries:
Current accounts and deposits 3,470,049 2,218,541
Negotiable instruments deposits 6,125,796 4,886,333
Loans, advances and financing 126,404 131,856
Interest and other receivable on deposits 209,063 2,239,152
Private debt securities 127,593 211,916
Derivatives assets 54,912 7,231
10,113,817 9,695,029

Amounts due to subsidiaries:

Current accounts and deposits 6,965,108 6,219,839
Private debt securities - 40,808
Interest payable on deposits 10,165 15,956
Deposits and other creditors 8,037,519 8,261,501
Derivatives liabilities 935 12,287

15,013,727 14,550,391




41. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES (CONT’D.)

(9

Key management personnel compensation

Key management personnel are those persons having authority and responsibility for planning, directing and controlling the
activities of the Group and the Bank directly or indirectly. The key management personnel of the Group and the Bank

include all the directors and chief executive officers of the Group and the Bank.

The remuneration of key management personnel during the financial period/year are as follows:

Group Bank
1.7.2011 to 1.7.2010 to 1.7.2011 to 1.7.2010 to
31.12.201 30.6.20T11 31.12.201M 30.6.2011
RM’000 RM’000 RM’000 RM’'000
Short-term employee benefits
- Fees 6,193 8,161 1,473 2,863
- Salaries, allowances and bonuses 18,741 14,670 2,260 4,313
- Contribution to Employees
Provident Fund (“EPF”) 1,086 2,574 247 528
- Other staff benefits 1,333 1,002 65 19
Share-based payment
- ESS costs 2,581 1,267 668 323
Post employment benefits
- Retirement gratuity 207 - - -
30,141 27,674 4,713 8,146
Included in the total key management personnel compensation are:
Group Bank
1.7.2011 to 1.7.2010 to 1.7.2011 to 1.7.2010 to
31.12.201 30.6.2011 31.12.201 30.6.2011
RM’000 RM’000 RM’000 RM’000
Directors’ remuneration including benefits-in-kind
(Note 37) 23,381 20,026 4,713 8,146
The movement in number of share options granted and vested to key management personnel is as follows:
Group Bank
31.12.201 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’'000
Granted during period/year - 9,825 - 2,500
At beginning of the period/year 1,965 - 500 -
Vested and exercisable - 1,965 - 500
At end of the period/year 1,965 1,965 500 500

The share options in the financial period ended 31 December 2011 were also granted on the same terms and conditions as

those offered to other employees of the Group, as disclosed in Note 29(c).

265

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership

Governance

AGM
Information



266 & Malayan Banking Berhad
w Maybank Six Months Report - December 2011

notes to the financial statements

- 31 December 2011

41. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES (CONT’D.)

(©

(d)

Key management personnel compensation (cont'd.)

The movement in the number of RSU granted to key management personnel is as follows:

Group Bank

31.12.20M 30.6.20M1 31.12.2011 30.6.2011
RM’'000 RM’000 RM’'000 RM’000

Granted during period/year - 3,750 - 1,000

None of the RSU granted was vested and awarded as at the end of the financial period/year.

Credit exposure arising from credit transactions with connected parties

Group Bank
31.12.201 m 31.12.2011 30.6.2011
Outstanding credit exposures with connected parties
(RM’000) 24,765,729 26,226,304 22,922,705 21,934,288
Percentage of outstanding credit exposures to
connected parties as proportion of total credit
exposures 9.0% 10.3% 11.8% 121%

Percentage of outstanding credit exposures to
connected parties which is non-performing or in
default - - - -

The credit exposures above are based on paragraph 9.1 of Bank Negara Malaysia’s revised Guidelines on Credit Transactions
and Exposures with Connected Parties.

Based on these guidelines, a connected party refers to the following:
(i) Directors of the Bank and their close relatives;
(i) Controlling shareholder of the Bank and his close relatives;

(i) Executive officer, being a member of management having authority and responsibility for planning, directing and/or
controlling activities of the Bank and his close relatives;

(iv) Officers who are responsible for or have the authority to appraise and/or approve credit transactions or review the
status of existing credit transactions, either as a member of a committee or individually and their close relatives;

(v)  Firms, partnerships, companies or any legal entities which control, or are controlled by any person listed in (i) to (iv)
above, or in which they have an interest, as a director, partner, executive officer, agent or guarantor, and their
subsidiaries or entities controlled by them;

(vi) Any person for whom the persons listed in (i) to (iv) above is a guarantor; and

(vii) Subsidiary of or an entity controlled by the Bank and its connected parties.

Credit transactions and exposures to connected parties as disclosed above include the extension of credit facilities and/or
off-balance sheet credit exposures such as guarantees, trade-related facilities and loan commitments.



42. EARNINGS PER SHARE (“EPS”)

(a)

(b)

Basic

The basic EPS of the Group and the Bank are calculated by dividing the net profit for the financial period/year by the

weighted average number of ordinary shares in issue during the financial period/year.

Group

1.7.20M 1.7.2010

to to
31.12.20M 30.6.2011

Net profit for the financial period/year attributable to
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equity holders of the Bank (RM’000) 2,583,069 4,450,278 2,065,285 3,358,699
Leadershi
Weighted average number of ordinary shares cadersnip
in issue ('000) 7,505,086 7,246,461 7,505,086 7,246,461
Governance
Basic earnings per share (sen) 344 61.4 27.5 46.3
The diluted EPS of the Group and the Bank is calculated by dividing the net profit for the financial period/year by the
weighted average number of ordinary shares in issue, which has been adjusted for the number of shares that could have ﬁ%\;\mation

been issued under the Maybank Group Employee Share Scheme (“ESS”), details are as disclosed in Note 29(c).

In the diluted EPS calculation, it was assumed that certain number of shares under the ESS relating to the RSU were vested
and awarded to employees through issuance of additional ordinary shares. A calculation is done to determine the number of
shares that could have been issued at fair value (determined as the average price of the Bank’s shares during the financial
period/year) based on the monetary value of the ESS entitlement attached to the outstanding RSU granted. This calculation
serves to determine the number of dilutive shares to be added to the weighted average ordinary shares in issue for the
purpose of computing the dilution. No adjustment was made to the net profit for the financial period/year.

Group

1.7.201 1.7.2010

to to
31.12.2011 30.6.2011

Net profit for the financial period/year attributable to

Bank

1.7.2011 1.7.2010
to to
31.12.2011 30.6.2011

equity holders of the Bank (RM’000) 2,583,069 4,450,278 2,065,285 3,358,699
Weighted average number of ordinary shares

in issue ('000) 7,505,086 7,246,461 7,505,086 7,246,461
Effects of dilution (000) 85 15 85 15
Adjusted weighted average number of ordinary shares

in issue ('000) 7,505,171 7,246,476 7,505,171 7,246,476
Fully diluted earnings per share (sen) 34.4 61.4 27.5 46.3

Share options granted to employees under the ESS have not been included in the calculation of diluted earnings per share

because they are anti-dilutive.
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43. DIVIDENDS

Group and Bank Net dividend per share

1.7.20M 1.7.2010 1.7.20M 1.7.2010
to to to to
31.12.2011 30.6.20T1 31.12.2011 30.6.2011
RM’'000 RM’'000 Sen Sen

Final dividend of 32 sen less 25% taxation in respect of the

financial year ended 30 June 2011 (Note c) 1,794,772 - 24.00 -
Final dividend of 44 sen less 25% taxation in respect of the
financial year ended 30 June 2010 - 2,335,734 - 33.00
First interim dividend of 28 sen less 25% taxation in respect
of the financial year ended 30 June 2011 - 1,537,670 - 21.00
1,794,772 3,873,404 24.00 54.00

(a) Proposed final dividend

At the forthcoming Annual General Meeting, a final dividend in respect of the current financial period ended 31 December
2011 of 36 sen less 25% taxation on 7,639,437,483 ordinary shares, amounting to a net dividend payable of RM2,062,648,120
(net 27 sen per ordinary share) will be proposed for the shareholders’ approval.

The proposed gross dividend consists of cash portion of 4 sen (net 3 sen) per ordinary share to be paid in cash amounting
to RM229,183,124 and an electable portion of 32 sen (net 24 sen) per ordinary share amounting to RM1,833,464,996 which
can be elected to be reinvested in new ordinary shares in accordance with the Dividend Reinvestment Plan as disclosed in
Note 29(b) and subject to the relevant regulatory approvals as well as shareholders’ approval at the forthcoming Annual
General Meeting.

The financial statements for the current financial period do not reflect this proposed dividend. Such dividend, if approved by
the shareholders, will be accounted for in equity as an appropriation of retained profits in the next financial year ending 31
December 2012.

(b) Dividend Reinvestment Plan (“DRP”)

The Bank via the announcement on 25 March 2010 proposed to undertake a recurrent and optional dividend reinvestment
plan that allows shareholders of the Bank to reinvest electable portion of their dividends into new ordinary share(s) of
RM1.00 each in the Bank.

Details of the DRP are disclosed in Note 29(b).

(c) Dividends paid during financial period

The dividend consists of cash portion of 4 sen (net 3 sen) per ordinary share to be paid in cash amounting to
RM224,346,482 and an electable portion of 28 sen (net 21 sen) per ordinary share amounting to RM1,570,425,374 which
could be elected to be reinvested in new Maybank Shares in accordance with the DRP.

(d) Dividends paid by Maybank’s subsidiaries to non-controlling interest

Dividends paid by Maybank’s subsidiaries to non-controlling interest amounted to RM3,332,000 during the period
(30.6.2011: RM5,210,000).



44.

COMMITMENTS AND CONTINGENCIES

(@

In the normal course of business, the Bank and its subsidiaries make various commitments and incur certain contingent
liabilities with legal recourse to their customers. No material losses are anticipated as a result of these transactions.

The risk-weighted exposures of the Bank and its subsidiaries as at the following dates are as follows:

31.12.20M 30.6.2011
Credit Risk Credit Risk
Full equivalent weighted Full equivalent weighted
commitment amount* Sl commitment amount* amount*
Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Credit-related
Direct credit substitutes 8,260,162 7,864,786 5,463,701 6,752,978 6,227,511 4,099,984
Certain transaction-related
contingent items 13,333,375 5,797,032 4,339,391 11,877,557 5,432,538 4,249,138
Short-term self-liquidating
trade-related contingencies 3,316,365 1,243,447 704,094 2,568,575 823,220 466,841
Islamic hire purchase
financing sold to Cagamas
Berhad 1,499,270 1,499,266 498,592 682,679 623,084 226,105
Obligations under
underwriting agreements 30,000 15,000 15,000 - - -
Irrevocable commitments to
extend credit:
- Maturity within one year = 96,902,460 3,398,686 2,109,787 90,585,383 3,377,523 1,577,558
- Maturity exceeding one
year 19,584,365 11,669,069 4,829,809 17,429,274 6,027,366 2,818,245
Miscellaneous commitments
and contingencies 8,782,439 97,824 73,043 9,605,986 95,365 71,442
Total credit-related
commitments and
contingencies 151,708,436 31,585,110 18,033,417 139,502,432 22,606,607 13,509,313
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44. COMMITMENTS AND CONTINGENCIES (CONT’D.)

(@

In the normal course of business, the Bank and its subsidiaries make various commitments and incur certain contingent
liabilities with legal recourse to their customers. No material losses are anticipated as a result of these transactions. (cont’d.)

The risk-weighted exposures of the Bank and its subsidiaries as at the following dates are as follows (cont'd.):

31.12.20M1 30.6.2011
Credit Risk Credit Risk
Full equivalent weighted Full equivalent weighted
commitment amount* St commitment amount* amount*
Group (cont’d.) RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Derivative Financial
Instruments
Foreign exchange related
contracts:
- Less than one year 89,127,406 1,697,361 589,459 73,596,336 999,219 341,316
- One year to less than
five years 16,635,830 61,824 52,846 12,391,864 98,952 65,569
- Five years and above 827,609 45,053 44,520 605,885 54,096 52,937
106,590,845 1,804,238 686,825 86,594,085 1,152,267 459,822
Interest rate related
contracts:
- Less than one year 52,227,798 515,281 420,674 42,098,665 625,318 389,499
- One year to less than
five years 50,556,677 3,275,364 1,408,777 17,922,122 2,944,133 1,495,547
- Five years and above 9,176,736 1,133,644 528,435 5,120,193 733,014 316,936
111,961,211 4,924,289 2,357,886 65,140,980 4,302,465 2,201,982
Equity and commodity
related contracts:
- Less than one year 71,611 - - 808,651 - -
- One year to less than
five years 377,592 - - 155,607 - -
449,203 - - 964,258 - -
Total treasury-related
commitments and
contingencies 219,001,259 6,728,527 3,044,711 152,699,323 5,454,732 2,661,804
Total commitments
and contingencies 370,709,695 38,313,637 21,078,128 292,201,755 28,061,339 16,171,117




44.

COMMITMENTS AND CONTINGENCIES (CONT’D.)

(@

In the normal course of business, the Bank and its subsidiaries make various commitments and incur certain contingent

liabilities with legal recourse to their customers. No material losses are anticipated as a result of these transactions. (cont’d.)

The risk-weighted exposures of the Bank and its subsidiaries as at the following dates are as follows (cont'd.):

31.12.2011 30.6.2011
Credit Risk Credit Risk
Full equivalent weighted Full equivalent weighted
commitment amount* Sl commitment amount* amount*
Bank RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Credit-related
Direct credit substitutes 5,926,466 5,790,525 3,584,047 4,649,552 4,649,552 2,664,930
Certain transaction-related
contingent items 11,673,152 4,944,380 3,558,588 10,543,747 4,935,629 3,801,327
Short-term self-liquidating
trade-related contingencies 2,952,658 1,057,766 648,554 2,408,875 760,622 431,034
Obligations under
underwriting agreements = = = - - -
Irrevocable commitments to
extend credit:
- Maturity within one year 82,414,863 2,586,209 1,767,836 78,255,915 2,613,454 1,366,897
- Maturity exceding one year 16,410,180 10,258,612 4,369,422 15,431,262 5,632,158 2,648,543
Miscellaneous commitments
and contingencies 8,475,251 97,824 73,043 9,576,083 95,365 71,442
Total credit-related
commitments and
contingencies 127,852,570 24,735,316 14,001,490 120,865,434 18,686,780 10,984,173
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44. COMMITMENTS AND CONTINGENCIES (CONT’D.)

(@ In the normal course of business, the Bank and its subsidiaries make various commitments and incur certain contingent
liabilities with legal recourse to their customers. No material losses are anticipated as a result of these transactions. (cont’d.)

The risk-weighted exposures of the Bank and its subsidiaries as at the following dates are as follows (cont’d.):

31.12.20M 30.6.2011

Credit Risk Credit Risk

Full equivalent weighted Full equivalent weighted

commitment amount* Sl commitment amount* amount*

Bank (cont’d.) RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Derivative Financial

Instruments
Foreign exchange related
contracts:
- Less than one year 84,129,446 1,598,591 534,060 69,241,688 974,508 330,847
- One year to less than
five years 13,766,757 61,824 52,846 11,703,995 98,952 65,569
- Five years and above 827,609 43,500 42,967 605,885 54,096 52,937
98,723,812 1,703,915 629,873 81,551,568 1,127,556 449,353
Interest rate related
contracts:
- Less than one year 52,092,953 245,271 150,835 39,794,395 618,202 386,088
- One year to less than
five years 48,442,901 3,138,356 1,349,099 17,674,164 2,899,881 1,473,840
- Five years and above 8,931,398 1,118,606 524,691 4,996,206 733,014 344,942
109,467,252 4,502,233 2,024,625 62,464,765 4,251,097 2,204,870
Equity and commodity
related contracts:
- Less than one year 58,934 - - 808,651 - -
- One year to less than
five years 377,592 - - 155,607 - -
436,526 - - 964,258 - -
Total treasury-related
commitments and
contingencies 208,627,590 6,206,148 2,654,498 144,980,591 5,378,653 2,654,223
Total commitments and
contingencies 336,480,160 30,941,464 16,655,988 265,846,025 24,065,433 13,638,396

*  The credit equivalent amount and the risk weighted amount are arrived at using the credit conversion factors and risk
weights, respectively as specified by Bank Negara Malaysia.



(@)

In the normal course of business, the Bank and its
subsidiaries make various commitments and incur
certain contingent liabilities with legal recourse to
their customers. No material losses are anticipated as
a result of these transactions. (cont'd.)

()

The Group’s and the Bank’s derivative financial
instruments are subject to market, credit and
liquidity risk as follows:

. Market risk on derivatives is the potential
loss to the value of these contracts due to
changes in price of the underlying items
such as equities, interest rates, foreign
exchange, credit spreads, commodities or
other indices. The notional or contractual
amounts provide only the volume of
transactions outstanding at the reporting
date and do not represent the amount at
risk. Exposure to market risk may be
reduced through offsetting items from on
and off-balance sheet positions;

. Credit risk arises from the possibility that a
counterparty may be unable to meet the
terms of a contract in which the Bank and
certain subsidiaries have a gain position. As
at 31 December 2011, the amount of credit
risk in the Group, measured in terms of the
cost to replace the profitable contracts, was
RM1,954.5 million (30.6.2011: RM1,652.2
million). This amount will increase or
decrease over the life of the contracts,
mainly as a function of maturity dates and
market rates or prices; and

. Liquidity risk on derivatives is the risk that
the derivative position cannot be closed out
promptly. Exposure to liquidity risk is
reduced through contracting derivatives
where the underlying items are widely
traded.

(b)

(c)

(if)

There have been no changes since the end of the
previous financial year in respect of the following:

+  The types of derivative financial contracts
entered into and the rationale for entering
into such contracts, as well as the expected
benefits accruing from these contracts;

. The risk management policies in place for
mitigating and controlling the risks
associated with these financial derivative
contracts; and

e The related accounting policies.

The Group is contingently liable in respect of loans
sold to Cagamas Berhad on the condition that they
undertake to administer the loans on behalf of
Cagamas Berhad and to buy back any loans which are
regarded as defective based on pre-determined and
agreed-upon prudential criteria.

Contingent liabilities

(i)

In 2004, Etiga Takaful Berhad (“ETB”),
commenced a civil suit against a borrower (“the
1st Defendant”) and three guarantors, for the sum
of approximately RM25.8 million, following the
recall of the relevant facility which was preceded
by the 1st Defendant’s failure to pay monthly
installments.

The Tst Defendant counterclaimed for loss and
damage amounting to approximately RM284
million as a result of ETB'’s alleged failure to
release the balance of the facility of RM7.5
million. It is alleged that the 1st Defendant was
unable to carry on its project and therefore
suffered loss and damage.

On 14 May 2009, the Court allowed ETB’s
application for summary judgment, but directed
that a rebate be given if there is early settlement.
The Court has also dismissed the 1st Defendant’s
counterclaim against ETB with costs. All 4
Defendants filed their respective applications for
stay of execution of the summary judgment.
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(c) Contingent liabilities (cont’d.)

(i)

(i)

(cont'd.)

On 4 March 2010, the Court of Appeal reversed
the decision of the High Court granting the
earlier summary judgment and ordered that the
matter be returned to the High Court for full
hearing. The full trial including the counterclaim
concluded on 4 May 2011. The High Court on 21
September 2011 entered judgment in favour of
ETB and allowed ETB’s claim (with costs) and
dismissed the 1st Defendant’s counterclaim (with
costs). All 4 Defendants have filed Notices of
Appeal against the said decision and also applied
for stay of the judgment. No hearing date has
been fixed for the Appeal. The application for
stay of the judgment, fixed for 25 January 2012
was dismissed with costs.

A corporate borrower had issued a Writ of
Summons and Statement of Claim against a
subsidiary, Maybank Investment Bank Berhad
(“Maybank IB”), in 2005 in the latter’s capacity as
agent bank for three financial institutions, claiming
general, special and exemplary damages arising
from alleged breach of duty owed by Maybank IB
in connection with a syndicated facility.

The credit facilities consist of a bridging loan of
RM58.5 million and a revolving credit facility of
RM4 million which were granted by Maybank IB
and the three syndicated lenders. The loan was
subsequently restructured to RM38 million with
terms for repayment. In 2006, Maybank IB and the
three syndicated lenders filed a suit against the
corporate borrower for the recovery of the said
credit facilities. The 2 claims were heard together.

The High Court on 6 May 2009 entered judgment
against Maybank IB as agent for the syndicated
lenders for, inter alia, a sum of RM115.5 million
with interest at 6% per annum from date of
disbursement to realisation, with the balance of
the corporate borrower’s claim (including general
damages) ordered to be assessed at a later date.
In the same judgment, the recovery action by
Maybank IB and the three syndicated lenders was
also dismissed.

At this juncture, Maybank as one of the
syndicated lenders has an exposure of RM48
million out of the RM115.5 million awarded
pursuant to the judgment.

Maybank IB filed an appeal against the judgment
(“Appeal”) and an application for stay of

(iif)

(iv)

execution of the judgment on 8 May 2009. On 24
June 2009, Maybank IB successfully obtained a
stay order for execution of the judgment pending
the disposal of the Appeal against the judgment.
The corporate borrower’s appeal to the Court of
Appeal against the decision on the stay order was
dismissed on 23 November 2009.

Maybank IB’s solicitors are of the view that
Maybank IB has a more than even chance of
succeeding in Appeal against the said judgment.

The Appeal came up for hearing on 10 February
2012. The corporate borrower requested for the
matter to be mediated which was agreed to by
the syndicated lenders. As such, the matter is
now fixed for mediation on 9 March 2012.

Mayban Trustees Berhad (“MTB”), as Trustee and
Maybank Investment Bank Berhad (“Maybank IB”)
as Security Agent for the Senior Bonds and Junior
Notes issued by a corporation were served with a
Writ of Summons, Statement of Claim and
Amended Statement of Claim on 29 December
2010 and 30 December 2010 respectively.

An individual as the sole Junior Noteholder of the
Junior Notes issued, claimed against both MTB
and Maybank IB, the sum of RM556.5 million
together with interests and costs arising from the
declaration made by MTB of an Event of Default
of the Senior Bonds and subsequent Event of
Default of the Junior Notes and for an alleged
breach of fiduciary duties and duty of care by
Maybank IB. MTB and Maybank 1B do not admit
any liability to this claim and will defend the suit.
On 30 September 2011, the High Court gave
judgment in favour of Maybank 1B and MTB and
dismissed the claim against Maybank IB and MTB
with costs. The individual has filed an appeal to
the Court of Appeal against the said decision that
is fixed for 5 March 2012.

In 2005, a subsidiary, Mayban Trustees Berhad
(“MTB") and eleven other defendants were served
with a Writ of Summons by ten plaintiffs/
bondholders all of which are institutions, for an
amount of approximately RM149.3 million. MTB
was alleged to have acted in breach of trust and
negligently in its capacity as Trustee for the
bonds issued. MTB has defended the suit.

On 7 July 2008, the plaintiffs entered judgment
by consent against certain defendants for the
sum of RM149.3 million. The entering of the said
judgment by consent is not in any way an
admission of liability on the part of MTB.



(c) Contingent liabilities (cont’d.)

(iv)

(cont'd.)

On 4 August 2008, a defendant served a
counterclaim on MTB for approximately RM535
million being losses allegedly incurred by it as a
result of MTB unlawfully declaring an Event of
Default on the bonds. The defendant had
however on 25 August 2009 withdrawn the
counterclaim against MTB.

The High Court on 30 June 2010 awarded
judgment against MTB and another defendant,
being the Arranger for the bonds, for RM149.3
million. The judgment sum in favour of the
plaintiffs/bondholders was apportioned at 40%
against MTB and 60% against the other
defendant. The High Court also dismissed MTB’s
other claims.

Upon appeal by the parties, the Court of Appeal
on 8 November 2011 ruled that MTB and the
other defendant are instead to be equally liable ©)
to the plaintiffs/bondholders. In addition, the
Court of Appeal ordered them to pay penalty
charges on the judgment sum at the rate of 3%
from 30 September 2005 to date of judgment.
However, the Court of Appeal allowed MTB and
the other defendant to seek indemnity against
the issuer of the bonds, the issuer’s Chief
Executive Officer, one of the issuer’ s directors
and associate companies of the said Chief
Executive Officer and the said director for 2/3 of
the total liability. Further, the Court of Appeal
allowed MTB to seek indemnity against one of
the plaintiffs for 1/3 of its liability (after
deducting the sum to be indemnified by the
issuer, the issuer’s Chief Executive Officer, one of
the issuer’ s directors and associate companies of
the said Chief Executive Officer and the said
director). MTB and the other parties to the suit
have filed their respective applications for leave
of the Federal Court to appeal against the
decision of the Court of Appeal and these leave
applications are fixed for hearing on 5 April 2012.

Further to a suit unrelated to this suit, a third
party has, pursuant to a winding-up petition
against the issuer of the bonds, appointed a
provisional liquidator against the issuer of the
bonds on 16 February 2012 until 15 March 2012
for the purpose of monitoring and completing the
sale of assets charged to the third party.

As a result of the appointment of the said
provisional liquidator, all pending proceedings by

all parties against the issuer of the bonds are
effectively stayed and these include MTB’s
applications for leave at the Federal Court
referred to above.

MTB’s counsel is now in the process of drafting
the necessary papers to obtain leave to continue
with the pending proceedings against the issuer
of the bonds.

MTB’s counsel is of the opinion that MTB is likely
to obtain leave to proceed with the pending
actions against the issuer of the bonds.

The above contingent liability is covered by an
existing Banker Blanket Bond Policy between the
Bank and a subsidiary, Etiga Insurance Berhad,
which had entered into a facultative reinsurance
contract for an insured sum of RM150 million
with three (3) other re-insurers.

Financial risk management overview

Risk Management is a critical pillar of the Group’s
operating model, complementing the other two pillars,
which are business sector and support sectors. A
dedicated Board-level Risk Management Committee
provides risk oversight of all material risks across the
Group.

At the management level, the Executive Risk
Committee, Group Operational Risk Management
Committee, Asset and Liability Management
Committee and Group Management Credit Committee
are responsible for the management of all material
risks within the Group.

The Group’s approach to risk management is premised
on the following Seven Broad Principles of Risk
Management:

(@) The risk management approach is premised on
the three lines of defence concept - risk taking
units, risk control units and internal audit.

(b) The risk taking units are responsible for the
day-to-day management of risks inherent in their
business activities while the risk control units are
responsible for setting the risk management
frameworks and developing tools and
methodologies for the identification,
measurement, monitoring, control and pricing of
risks. Complementing this is Internal Audit which
provides independent assurance of the
effectiveness of the risk management approach.
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(a) Financial risk management overview (cont’d.)

(b)

(©

and other industry-specific risk types (e.g. insurance and stockbroking risks).

(d)

facilitates the implementation of an integrated risk-adjusted measurement framework.

(e)
within the Group.

Risk Management provides risk oversight for the major risk categories including credit, market, liquidity, operational

Risk Management ensures that the core risk policies of the Group are consistent, sets the risk tolerance level and

Risk Management is functionally and organisationally independent of business sectors and other risk taking units

(f)  The Maybank Board, through the Risk Management Committee, maintains overall responsibility for the risk oversight
function within the Group.

8

Financial instrument by category

Risk Management ensures the execution of various risk policies and related decisions empowered by the Board.

Assets not
Held-for-  Available- Held-to- Loans and in scope of
trading for-sale maturity receivables  Sub-total FRS 139 Total

Group RM’'000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
31.12.20M
Assets
Cash and short-term funds - - - 49,089,088 49,089,088 - 49,089,088
Deposits and placements

with financial institutions - - - 6,452,978 6,452,978 - 6,452,978
Securities purchased under

resale agreements - - - 1,397,235 1,397,235 - 1,397,235
Securities portfolio 9,665,997 48,504,468 9,880,899 - 68,051,364 - 68,051,364
Loans, advances and

financing - - - 274,430,691 274,430,691 - 274,430,691
Derivative assets 1,954,476 - - - 1,954,476 - 1,954,476
Other assets - - - 5,438,115 5,438,115 1,223,190 6,661,305
Investment properties - - - - - 62,007 62,007
Statutory deposits with

Central Banks - - - 10,577,416 10,577,416 - 10,577,416
Interest in associates - - - - - 2,406,462 2,406,462
Property, plant and

equipment - - - - - 2,372,534 2,372,534
Intangible assets - - - - - 6,507,949 6,507,949
Deferred tax assets - - - - - 1,421,934 1,421,934
Life, general takaful and

family takaful fund assets 12,075,731 4,133,789 - 1,572,378 17,781,898 2,121,414 19,903,312
TOTAL ASSETS 23,696,204 52,638,257 9,880,899 348,957,901 435,173,261 16,115,490 451,288,751




(b) Financial instrument by category (cont’d.)

Other Liabilities
Held-for- financial not in scope
trading liabilities Sub-total  of FRS 139 Total

Group RM’000 RM’000 RM’000 RM’000 RM’000
31.12.2011 (cont'd.)
Liabilities
Deposits from customers - 313,709,780 313,709,780 - 313,709,780
Deposits and placements of banks and other

financial institutions - 36,760,978 36,760,978 - 36,760,978
Obligation on securities sold under repurchase

agreements - 267,652 267,652 - 267,652
Bills and acceptances payable - 4,472,872 4,472,872 - 4,472,872
Derivative liabilities 2,162,709 - 2,162,709 - 2,162,709
Other liabilities - 7,298,909 7,298,909 3,277,585 10,576,494
Recourse obligation on loans sold to Cagamas - 715,603 715,603 - 715,603
Provision for taxation and zakat - - - 320,212 320,212
Deferred tax liabilities - - - 263,605 263,605
Borrowings - 7,185,230 7,185,230 - 7,185,230
Subordinated obligations - 14,160,553 14,160,553 - 14,160,553
Capital securities - 6,113,761 6,113,761 - 6,113,761
Life, general takaful and family takaful fund

liabilities - 93,121 93,121 2,792,983 2,886,104
Life, general takaful and family takaful policy

holders’ fund - - - 17,017,208 17,017,208
TOTAL LIABILITIES 2,162,709 390,778,459 392,941,168 23,671,593 416,612,761
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(b) Financial instrument by category (cont’d.)

Assets not
Held-for-  Available- Held-to- Loans and in scope of
trading for-sale maturity receivables  Sub-total FRS 139 Total

Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
30.6.2011
Assets
Cash and short-term funds - - - 38,803,519 38,803,519 - 38,803,519
Deposits and placements

with financial institutions - - - 10,291,513 10,291,513 - 10,291,513
Securities portfolio 4,141,978 47,258,558 9,638,714 - 61,039,250 - 61,039,250
Loans, advances and

financing - - - 253,976,426 253,976,426 - 253,976,426
Derivative assets 1,652,182 - - - 1,652,182 - 1,652,182
Other assets - - - 5,660,156 5,660,156 1,075,366 6,735,522
Investment properties - - - - - 45,051 45,051
Statutory deposits with

Central Banks - - - 7,698,425 7,698,425 - 7,698,425
Interest in associates - - - - - 2,439,654 2,439,654
Property, plant and

equipment - - - - - 2,168,986 2,168,986
Intangible assets - - - - - 6,509,048 6,509,048
Deferred tax assets - - - - - 1,402,705 1,402,705
Life, general takaful and

family takaful fund assets 8,343,860 - 7,206,480 1,474,263 17,024,603 271,810 19,196,413
TOTAL ASSETS 14,138,020 47,258,558 16,845,194 317,904,302 396,146,074 15,812,620 411,958,694




45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)

(b) Financial instrument by category (cont’d.)

Other Liabilities
Held-for- financial not in scope
trading liabilities Sub-total  of FRS 139 Total

Group RM’000 RM’000 RM’000 RM’000 RM’'000
30.6.2011 (cont'd.)
Liabilities
Deposits from customers - 281,976,379 281,976,379 - 281,976,379
Deposits and placements of banks and other

financial institutions - 33,303,655 33,303,655 - 33,303,655
Obligation on securities sold under repurchase

agreements - 373,562 373,562 - 373,562
Bills and acceptances payable - 8,513,401 8,513,401 - 8,513,401
Derivative liabilities 1,533,935 - 1,533,935 - 1,533,935
Other liabilities - 8,071,363 8,071,363 3,240,491 1,311,854
Recourse obligation on loans sold to Cagamas - 528,285 528,285 - 528,285
Provision for taxation and zakat - - - 134,620 134,620
Deferred tax liabilities - - - 247,892 247,892
Borrowings - 5,447,720 5,447,120 - 5,447,120
Subordinated obligations - 10,800,539 10,800,539 - 10,800,539
Capital securities - 6,120,774 6,120,774 - 6,120,774
Life, general takaful and family takaful fund

liabilities - 138,162 138,162 5,270,438 5,408,600
Life, general takaful and family takaful policy

holders’ fund - - - 13,787,813 13,787,813
TOTAL LIABILITIES 1,533,935 355,273,240 356,807,175 22,681,254 379,488,429
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(b) Financial instrument by category (cont’d.)

Assets not
Held-for-  Available- Held-to- Loans and in scope of
trading for-sale maturity receivables  Sub-total FRS 139 Total
Bank RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
31.12.20M
Assets
Cash and short-term funds - - - 35,966,579 35,966,579 - 35,966,579
Deposits and placements with
financial institutions - - - 6,246,093 6,246,093 - 6,246,093
Securities purchased under
resale agreements - - - 1,397,235 1,397,235 - 1,397,235
Securities portfolio 7,325,466 39,618,975 8,804,797 - 55,749,238 - 55,749,238
Loans, advances and financing - - - 194,174,085 194,174,085 - 194,174,085
Derivative assets 1,949,344 - - - 1,949,344 - 1,949,344

Other assets - - 2,015,839 2,015,839 224,594 2,240,433

Statutory deposits with

Central Banks - - - 6,095,129 6,095,129 - 6,095,129
Investment in subsidiaries - - - - - 17,230,202 17,230,202
Interest in associates - - - - - 456,512 456,512
Property, plant and

equipment - - - - - 1,298,891 1,298,891
Intangible assets - - - - - 173,933 173,933
Deferred tax assets - - - - - 867,163 867,163

TOTAL ASSETS 9,274,810 39,618,975 8,804,797 245,894,960 303,593,542 20,251,295 323,844,837
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.) Wh
(o]
(b) Financial instrument by category (cont’d.) We Are
Other Liabilities Strategy
Held-for- financial not in scope
trading liabilities Sub-total  of FRS 139 Total
Performance
Bank RM’'000 RM’000 RM’'000 RM’'000 RM’'000
31.12.2011 (cont’d.) Business
Liabilities Review
Deposits from customers - 222,895,293 222,895,293 - 222,895,293
Deposits and placements of banks and other Responsibility
financial institutions - 35,555,592 35,555,592 - 35,555,592
Obligation on securities sold under repurchase Leadership
agreements - 267,652 267,652 - 267,652
Bills and acceptances payable - 3,610,141 3,610,141 - 3,610,141 Governance
Derivative liabilities 2,072,731 - 2,072,731 - 2,072,731
Other liabilities - 4,958,097 4,958,097 1,393,081 6,351,178 -
Recourse obligation on loans sold to Cagamas - 715,603 715,603 - 715,603
Borrowings - 4,208,282 4,208,282 - 4,208,282
Subordinated obligations - 12,574,919 12,574,919 - 12,574,919 ﬁ%\;‘maﬂon
Capital securities - 6,113,761 6,113,761 - 6,113,761
TOTAL LIABILITIES 2,072,731 290,899,340 292,972,071 1,393,081 294,365,152
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(b) Financial instrument by category (cont’d.)

Assets not
Held-for-  Available- Held-to- Loans and in scope of
trading for-sale maturity receivables  Sub-total FRS 139 Total

Bank RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
30.6.2011
Assets
Cash and short-term funds - - - 25,803,796 25,803,796 - 25,803,796
Deposits and placements with

financial institutions - - - 7,644,471 7,644,471 - 7,644,471
Securities portfolio 2,884,895 40,262,042 8,339,494 - 51,486,431 - 51,486,431
Loans, advances and financing - - - 181,572,844 181,572,844 - 181,572,844
Derivative assets 1,626,415 - - - 1,626,415 - 1,626,415
Other assets - - - 1,146,591 1,146,591 273,774 1,420,365
Statutory deposits with

Central Banks - - - 4,313,116 4,313,116 - 4,313,116
Investment in subsidiaries - - - - - 17,070,392 17,070,392
Interest in associates - - - - - 454,412 454,412
Property, plant and

equipment - - - - - 1,170,183 1,170,183
Intangible assets - - - - - 177,270 177,270
Deferred tax assets - - - - - 920,837 920,837
TOTAL ASSETS 4,511,310 40,262,042 8,339,494 220,480,818 273,593,664 20,066,868 293,660,532
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(b) Financial instrument by category (cont’d.) We Are
Other Liabilities Strategy
Held-for- financial not in scope
trading liabilities Sub-total  of FRS 139 Total
Performance
Bank RM’'000 RM’000 RM’000 RM’'000 RM’'000
30.6.2011 (cont’d.) Business
Liabilities Review
Deposits from customers - 201,465,408 201,465,408 - 201,465,408
Deposits and placements of banks and other Responsibility
financial institutions - 31,441,675 31,441,675 - 31,441,675
Obligation on securities sold under repurchase Leadership
agreements - 373,562 373,562 - 373,562
Bills and acceptances payable - 7,115,673 7,115,673 - 7,115,673 Governance
Derivative liabilities 1,446,311 - 1,446,311 - 1,446,311
Other liabilities - 2,631,835 2,631,835 1,608,321 4,240,156 Financial &
Recourse obligation on loans sold to Cagamas - 528,285 528,285 - 528,285 Gl
Borrowings - 3,420,499 3,420,499 - 3,420,499
Subordinated obligations - 9,509,786 9,509,786 - 9,509,786 ﬁ\?cl)\?mation
Capital securities - 6,120,774 6,120,774 - 6,120,774
TOTAL LIABILITIES 1,446,311 262,607,497 264,053,808 1,608,321 265,662,129

(c) Credit risk management
1. Credit risk management overview

Risk appetite for credit risk is an expression of the amount of risk that the Group is willing to take in pursuing its
strategic objectives. It reflects the Group’s capacity to sustain potential losses arising from a range of potential
consequences under different stress scenarios. This is defined in terms of both impact to earnings and maintenance of
minimum regulatory capital requirements.

Credit risk definition

Credit risk arises as a result of customers’ or counterparties’ failure or unwillingness to fulfill their financial and
contractual obligations as and when they arise. These obligations arise from the Group’s direct lending operations,
trade finance and its funding, investment and trading activities undertaken by the Group. As the Group’s primary
business is in commercial banking, the Group’s exposure to credit risk is primarily from its lending activities and
financing to consumer retail, small and medium-sized enterprises (“SMEs”) and corporate customers. Other activities
such as trading or holding of debt securities or settlement of transactions also expose the Group to credit risk and
counterparty credit risk.

Management of credit risk

Corporate and institutional credit risks are assessed by business units and approved by an independent party (Group
Credit Management) where each customer is assigned a credit rating based on the assessment of relevant factors
including customer’s financial position, types of facilities and securities offered.
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(c) Credit risk management (cont’d.)

1.

Credit risk management overview (cont’d.)
Management of credit risk (cont’d.)

Reviews are conducted at least once a year with
updated information on customer’s financial
position, market position, industry and economic
condition, and account conduct. Corrective
actions are taken when the accounts show signs
of credit deterioration.

Retail credit exposures are managed on a
programme basis. Credit programmes are
assessed jointly between credit risk and business
units. Reviews on credit programmes are
conducted at least once a year to assess the
performance of the portfolio.

Counterparty credit risk exposures are managed
via counterparty limits either on a single name
basis or counterparty group basis that also
adhere to BNM'’s GP5. These exposures are
actively monitored to protect the Bank’s balance
sheet in the event of counterparty default. The
Bank monitors and manages its exposures to
counterparties on a day-to-day basis.

Group wide hierarchy of credit approving
authorities and committee structures are in place
to ensure appropriate underwriting standards are
enforced consistently throughout the Group.

To manage large exposures, the Group has in
place, amongst others, the following limits and
related lending guidelines to avoid undue
concentration of credit risk in its loan portfolio:

- Countries

- Business Segments

- Economic Sectors

- Single Customer Groups

- Banks and Non-Bank Financial Institutions
- Counterparties

- Collaterals

To effectively manage vulnerable corporate and
institutional credits of the Group, there are
dedicated teams comprising Corporate Remedial
Management at Head Office and Loan

Management Centres at Regional Offices.
Vulnerable consumer credits are managed by the
Recovery Management Unit at Head Office and
Asset Quality Management Centres at Regional
Offices. Special attention is given to these
vulnerable credits where more frequent and
intensive reviews are performed in order to
accelerate remedial action.

A post-approval evaluation of credit facilities is
emplaced and performed by the Credit Review
team, with checks to ensure that credit facilities
are properly appraised and approved. The team
also reviews credit applications with overrides
and/or policy breaches to assess the adequacy of
justification and mitigation when approving such
overrides/breaches. This is to ensure that the
Group’s credit evaluation process is properly
benchmarked against best practices and that
credit policies and product guidelines are
continuously enhanced to ensure that they
remain relevant in managing credit risks. Findings
of the Credit Review team are tabled at the risk
committees for review and remedial actions.

A dedicated Credit Risk Management team
designs strategies to achieve a desired ideal
portfolio risk tolerance level. The teams also
prepares regular credit risk reports which are
submitted to the various risk committees as part
of on-going monitoring and review of borrowers
and loan portfolios. Periodic credit stress testing
exercises under selected scenarios are also
performed and the results reported.

Credit Risk Management (“CRM”) framework

The Credit Risk Management framework includes
comprehensive credit risk policies, frameworks,
tools and methodologies for identification,
measurement, monitoring and control of credit
risk on a consistent basis. Components of the
CRM framework constitute:

. Strong emphasis in creating and enhancing
credit risk awareness;

. Comprehensive selection and training of
lending personnel in the management of
credit risk; and

. Leveraging on knowledge sharing tools
including e-learning courses to enhance
credit skills within the Group.



(c) Credit risk management (cont’d.)

1.

Credit risk management overview (cont'd.)

Credit Risk Management (“CRM”) framework
(cont’d.)

The Group’s credit approving process
encompasses pre-approval evaluation, approval
and post-approval evaluation. The Credit Risk
Management sub-sector is responsible for
developing, enhancing and communicating an
effective and consistent credit risk management
framework across the Group to ensure
appropriate credit policies are in place to identify,
measure, control and monitor such risks.

In view that authority limits are directly related
to the risk levels of the borrower and transaction,
a Risk-Based Authority Limit structure was
implemented based on the Expected Loss (“EL”)
framework and internally developed Credit Risk
Rating System (“CRRS”).

Credit risk measurement

The Group’s Retail portfolios are under Basel Il
Advanced Internal-Ratings Based (“AIRB”)
Approach. This approach calls for more extensive
reliance on the Bank’s own internal experience
whereby estimations for all the three components
of Risk Weighted Assets (“RWA”) calculation
namely Probability of Default (“PD”), Exposure at
Default (“EAD”) and Loss Given Default (“LGD")
are based on its own historical data. Separate PD,
EAD and LGD statistical models were developed
at portfolio level; each model covering borrowers
with fundamentally similar risk profiles in a
portfolio. The estimations derived from the
models are used as input for RWA calculations.

For non-retail portfolios, the Group has obtained
BNM'’s approval to use internal credit models for
evaluating the majority of its credit risk
exposures. For Corporate and Bank portfolios, the
Group has adopted the Foundation Internal-
Ratings Based (“FIRB”) Approach, which allows
the Group to use its internal PD estimates to
determine an asset risk weighting.

CRRS is developed to allow the Group to identify,
assess and measure corporate, commercial and
small business borrowers’ credit risk. CRRS is a
statistical default prediction model. The model
was developed and recalibrated to suit the
Group’s banking environment using internal data.
The model development process was conducted
and documented in line with specific criteria for
model development in accordance to Basel Il. The
EL framework employed in the Group enables the
calculation of expected loss using PD estimate
facilitated by the CRRS and LGD and EAD. To
account for differences in risk due to industry and
size, CRRS is designed to rate all corporate and
commercial borrowers by their respective
industry segments (i.e. manufacturing, services,
trading, contractors, property developers (single
project) and property investors (single property).

For counterparty risk exposures (on-balance
sheet), the Group employs risk treatments that
are in accordance with BNM and Basel I
Guidelines. While for off-balance sheet exposures,
the Group measures the credit risk using Credit
Risk Equivalent via the Current Exposure Method.
This method calculates the Bank’s credit risk
exposure after considering both the mark-to-
market exposures and the appropriate add-on
factor for potential future exposures. The add-on
factors employed are in accordance with BNM
Guidelines and Basel Il requirements.

Maximum exposure to credit risk

The following analysis represents the Group’s
maximum exposure to credit risk of on-balance
sheet financial assets and off-balance sheet
exposures, without taking into account of any
collateral held or other credit enhancements. For
on-balance sheet financial assets, the exposure to
credit risk equals their carrying amount. For
off-balance sheet exposures, the maximum
exposure to credit risk is the maximum amount
that the Group would have to pay if the
obligations of the instruments issued are called
upon and/or the full amount of the undrawn
credit facilities granted to customers.
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(c) Credit risk management (cont’d.)

2.  Maximum exposure to credit risk (cont’d.)

Maximum exposure

31.12.20M1 30.6.2011
Group RM’000 RM’000
Credit exposure for on-balance sheet assets:
Cash and short-term funds 49,089,088 38,803,519
Deposits and placements with financial institutions 6,452,978 10,291,513
Securities purchased under resale agreements 1,397,235 -
Securities portfolio 67,160,619 59,962,155
Loans, advances and financing 274,430,691 253,976,426
Derivative assets 1,954,476 1,652,182
Other assets 5,438,115 5,660,156
Statutory deposits with Central Banks 10,577,416 7,698,425
Life, general takaful and family takaful fund assets 17,781,898 17,024,603

434,282,516 395,068,979

Credit exposure for off-balance sheet items:

Direct credit substitutes 8,260,162 6,752,978
Certain transaction-related contingent items 13,333,375 11,877,557
Short-term self-liquidating trade-related contingencies 3,316,365 2,568,575
Islamic hire purchase financing sold to Cagamas 1,499,270 682,679
Obligations under underwriting agreements 30,000 -
Irrevocable commitments to extend credit 116,486,825 108,014,657
Miscellaneous 8,782,440 9,605,986

151,708,437 139,502,432

Total maximum credit risk exposure 585,990,953 534,571,411




The financial effect of collateral (quantification of the extent to which collateral and other credit enhancements
mitigate credit risk) held for loans, advances and financing for the Group and the Bank is at 46% and 47% as at 31

December 2011, respectively (30 June 2011: 45% for the Group; 46% for the Bank). The financial effect of collateral held

for other financial assets is not significant.
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.) Wh
o]
(c) Credit risk management (cont’d.) We Are
2. Maximum exposure to credit risk (cont’d.)
Strategy
Maximum exposure Performance
31.12.2011 30.6.2011
Bank RM’'000 RM’'000 Business
Review
Credit exposure for on-balance sheet assets:
Cash and short-term funds 35,966,579 25,803,796 Responsibility
Deposits and placements with financial institutions 6,246,093 7,644,471
Securities purchased under resale agreements 1,397,235 - Leadership
Securities portfolio 55,641,556 51,350,790
Loans, advances and financing 194,174,085 181,572,844 Governance
Derivative assets 1,949,344 1,626,415
Other assets 2,015,839 1,146,591
Statutory deposits with Central Banks 6,095,129 4,313,116 -
303,485,860 273,458,023
AGM
Credit exposure for off-balance sheet items: Information
Direct credit substitutes 5,926,465 4,649,552
Certain transaction-related contingent items 11,673,153 10,543,747
Short-term self-liquidating trade-related contingencies 2,952,660 2,408,875
Irrevocable commitments to extend credit 98,825,044 93,687,177
Miscellaneous 8,475,252 9,576,083
127,852,574 120,865,434
Total maximum credit risk exposure 431,338,434 394,323,457
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(c) Credit risk management (cont’d.)

3.  Credit risk concentration profile (cont’d.)

A concentration of credit risk exists when a number of counterparties are engaged in similar activities and have similar
economic characteristics that would cause their ability to meet contractual obligations to be similarly affected by
changes in economic or other conditions. The Group analysed the concentration of credit risk by geographic purpose
and industry segment as follows:

(@) Concentration of credit risk for both on-balance sheet financial assets and off-balance sheet exposures analysed
by geographic purpose are as follows:
Deposits .
pand Securities Statutory Life, general
placements  purchased Loans, deposits takaful Commitments
Cash and with under advances with ~ and family and
short-term  financial resale  Securities and Derivative ~ Other  Central takaful contin-
funds institutions agreements  portfolio  financing assets assets Banks fund assets Total gencies
Group RM'000 RM’000 RM'000 RM'000 RM'000 RM'000  RM'000 RM'000 RM'000 RM'000 RM'000
3112.201
Malaysia 33,606,101 3,662,253 - 46,820,715 175879193 1,336,978 2,450,425 6,025,005 17,479,639 287,260,309 114,859,264
Singapore 3,232,002 1,303,716 1,397,235 10,381,937 60,620,388 568,097 795974 1,790,084 - 80,089,433 28,844,441
Indonesia 3,636,856 257,332 - 2,801,737 23,863,309 46,043 481307 2,269,461 - 33,356,045 1,770,737
Labuan
Offshore 6 2,094 - 83 4,336,774 - 465 - - 4339402 -
Hong Kong
SAR 3,139,155 124,069 - 3,046,506 6,445,305 84 192,547 - - 12,948,406 1,867,037
United States
of America 564,450 375,090 - 1,342,219 1,107,362 - 28,915 - 302,259 3,720,355 901,731
People’s
Republic
of China 208,609 56,218 - 20,480 1,211,386 - 387 - - 1,497,080 736,419
Vietnam 115,343 3,507 - - 538,198 - 9,997 2,035 - 669,080 406,466
United
Kingdom 2,455,791 1M,262 - 325659 1,192,627 - 451,868 - - 4,537,207 1,948,804
Philippines 425,586 94,204 - 194,885 1,808,142 2,249 208,429 357,489 - 4,090,984 35,477
Brunei 15,696 - - 175,929 165,396 - 5,036 - - 362,057 118,675
Cambodia 129,430 246,429 - - 527,998 - 3,683 93,723 - 1,001,263 170,103
Bahrain 336 28 - 203,108 296,375 - 60 19,187 - 519,094 -
Papua New
Guinea 18,571 144,342 - 322,633 128,380 - - 20,432 - 634,358 49,283
Thailand 150,816 3,787 - 25,616 471,043 - 149,035 - - 806,297 -
India 789 13,081 - 4,059 - - 804 - - 18,733 -
Others 1,389,551 55,566 - 494,993 2,789 285 659,183 - - 2,602,367 -
49,089,088 6,452,978 1,397,235 67,160,619 278,600,665 1,954,476 5438115 10,577,416 17,781,898 438,452,490 151,708,437
Less:
Collective
allowance - - - - (4,169,974) - - - - (4,169,974) -
49,089,088 6,452,978 1,397,235 67,160,619 274,430,691 1,954,476 5,438,115 10,577,416 17,781,898 434,282,516 151,708,437
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(c) Credit risk management (cont’d.) We Are
3. Credit risk concentration profile (cont’d.)
(@) Concentration of credit risk for both on-balance sheet financial assets and off-balance sheet exposures analysed strategy
by geographic purpose are as follows (cont'd.):
Performance
Deposits Life, general Business
and Statutory Review
placements Loans, deposits takaful Commitments
Cash and with advances with ~ and family and .
shortterm  financial  Securities and  Derivative Other Central takaful contin- | Responsibility
funds institutions portfolio  financing assets assets Banks fund assets Total gencies
Group RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000 RM'000 Leadership
30.6.20M
Governance
Malaysia 28,261,629 3937844 39984918 167,618,176 1,054,685 3,548,113 3607004 17,024,603  265037,072 105,237,593
Singapore 3,572,065 1352591 10,340,991 54,725]02 570,338 602,114 1,523,923 - 12687024 24,578,168
Indonesia 1,996,092 836,193 3,484,158 21,154,585 26,642 585,088 1,975,346 - 30,058,104 1,407,711 -
Labuan Offshore 1,218,224 1,405,747 776,995 3,661,171 - 1,634 - - 7,063,717 1,781,069
Hong Kong SAR 1,996,787 1,222,740 2679524 4394796 394 308,241 - - 10,602,482 2963321 AGM
United States of Information
America 7,394 779,690 978,01 176,644 - 140,341 - - 3,246,080 1,381,451
People’s Republic
of China 93,423 58,656 - 986,362 - 1,078 - - 1,139,519 407,443
Vietnam 52,746 38,643 - 516,692 - m 1,460 - 609,813 446,890
United Kingdom 114,072 235,305 322,506 1,257,980 - 38,344 - - 2,968,207 996,906
Philippines 86,470 3,956 867,019 1,396,499 - 60,766 486,700 - 2901410 21,266
Brunei 16,025 55,087 497162 159,334 - 3 19,056 - 298,677 124,617
Cambodia 66,685 249,565 - 419304 - - 15,517 - 81,131 115,012
Bahrain 202 - 209,994 184,690 - - - - 394,886 -
Papua New Guinea - - 265,516 115,297 - 8,543 9,259 - 398,615 40,985
Thailand 49,529 23725 - 431722 - 302,685 - - 813,661 -
India 6,905 30,268 - - - 1,282 - - 38,455 -
Others 101,27 61,503 3,361 43,280 23 61,642 - - 27180 -
38,803,519 10,291,513 59962155 258,247,634 1,652,182 5,660,156 7,698,425 17,024,603 39934087 139,502,432
Less:
Collective
allowance - - - (421,208) - - - - (42n,208) -

38803519 10291513 5996215 253,976,426 1,652,182 5,660,156 7,698,425 17,024,603 395068979 139,502,432
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(c) Credit risk management (cont’d.)
3.  Credit risk concentration profile (cont’d.)

(@) Concentration of credit risk for both on-balance sheet financial assets and off-balance sheet exposures analysed
by geographic purpose are as follows (cont'd.):

Deposits
and  Securities Statutory
placements  purchased Loans, deposits Commitments
Cash and with under advances with and
short-term  financial resale  Securities and  Derivative Other Central contin-
funds institutions agreements  portfolio  financing assets assets Banks Total gencies
Bank RM'000 RM'000 RM'000 RM'000 RM'000 RM'000  RM'000 RM000 RM'000 RM'000
31.12.20M
Malaysia 21,245,322 3,481,448 - 40,348,306 125,668,906 1,380,659 891,929 4,190,100 203,212,670 93,279,475
Singapore 1,485,949 1,143,875 1,397,235 10,568,517 60,222,514 567,861 665759 1,790,084 77,841,794 28,423,864
Labuan
Offshore 4 - - - - - - - 4 -
Hong Kong
SAR 3,446,375 822,236 - 2,899,238 6,344,381 824 6,358 - 13,519,412 1,867,037
United States
of America 319,902 375,090 - 150,959 1,105,244 - 1,520 - 295,715 901,731
People’s
Republic of
China 207,943 56,218 - - 1,209,861 - 347 - 1,474,369 736,419
Vietnam 113,138 3,507 - - 538,198 - 461 2,035 657,339 406,466
United
Kingdom 2,131,857 m,262 - 304,474 17192,578 - 440,686 - 480,857 1,948,804
Philippines 57,213 - - - - - - - 57,213 -
Brunei 15,695 - - 175,929 165,396 - 5,036 - 362,056 118,675
Cambodia 129430 246,429 - - 527,998 - 3,683 93,723 1,001,263 170,103
Bahrain 336 2 - 194,133 296,375 - 60 19,187 510,119 -
Papua New
Guinea 25 - - - - - - - 25 -
Thailand 356 - - - - - - - 356 -
India 3 - - - - - - - 3 -
Others 813,001 - - - - - - - 813,001 -
35,966,579 6,246,093 1,397,235 55,641,556 197,271,451 1,949,344 2,015,839 6,095,129 306,583,226 127,852,574
Less:
Collective
allowance - - - - (3,097,366) - - - (3,097,366) -

35,966,579 6,246,093 1,397,235 535,641,556 194,174,085 1,949,344 2,015,839 6,095,129 303,485,860 127,852,574




45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)

(c) Credit risk management (cont’d.)

3.

Credit risk concentration profile (cont’d.)

(a)

Concentration of credit risk for both on-balance sheet financial assets and off-balance sheet exposures analysed
by geographic purpose are as follows (cont'd.):

Deposits
and Statutory
placements Loans, deposits Commitments
Cash and with advances with and
short-term financial  Securities and  Derivative Other Central contin-
funds  institutions portfolio  financing assets assets Banks Total gencies
Bank RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000 RM'000
30.6.2011
Malaysia 19501134 4]00957 36,780,833 121591575 1,055,683 993986 2,693]00 186,717,268 89,851,626
Singapore 3,022,319 187,932 10,330,760 54,188,181 570,338 141292 1523923 70,964,745 24,578,168
Hong Kong SAR 1,909,860 1,091,041 2,619,524 4,271,855 394 5671 - 9958345 2,963,321
United States of
America 140,004 695,827 978,01 176,644 - 5214 - 299,700 1,381,451
People’s Republic
of China 86,865 52,347 - 986,362 - 19 - 1,125,593 407,443
Vietnam 49,032 34,487 - 516,692 - 288 1,460 601,959 446,890
United Kingdom 1,017,323 209996 322,506 1,257,980 - 107 - 2807912 996,906
Brunei 14,932 4962 49162 159,334 - 14 19,056 291,660 124,617
Cambodia 62,139 22,112 - 419304 - - 75,571 779742 115,012
Bahrain 188 - 209,994 184,690 - - - 394,872 -
25,803,796 76444710 51350790 184,752,617 1,626,415 146,591 4313016 276,637,796 120,865,434
Less: Collective
allowance - - - (379773) - - - (317977) -
25,803,796 7644471 51350790 181,572,844 1,626,415 1,146,591 4313116 273,458,023 120,865,434
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(c) Credit risk management (cont’d.)

3.  Credit risk concentration profile (cont’d.)

(b) Concentration of credit risk for both on-balance sheet financial asset and off-balance sheet exposures analysed by

industry sector are as follows:

Deposits . Life, general
and  Securities Statutory '
placements  purchased Loans, deposits takaful Commitments
Cash and with under advances with ~ and family and
short-term  financial resale  Securities and Derivatie ~ Other  Central takaful contin-
funds institutions agreements  portfolio  financing assets assets Banks fund assets Total gencies
Group RM'000 RM'000 RM'000 RM'000 RM'000 RM'000  RM'000 RM'000 RM'000  RM'000 RM'000
31.12.20m
Agriculture - - - 313,223 5,025,808 181 977,806 - - 6,317,018 1,585,895
Mining and
quarrying - - - 206,398 1,837,370 45 48 - - 2,043,861 644,903
Manufac-
turing - - - 749,049 27,125,966 124,210 18,586 - - 28,017,811 9,523,030
Construction - - - 1,302,432 22,649,569 500 758 - - 23,953,259 17,964,571
Electricity,
gas and
water
supply - - - 2,369,872 6,310,468 70,524 1,923 - - 8,762,781 1,019,878
Wholesale,
retail trade,
restaurants
and hotels 1,093 - - 555,925 25,938,359 232,0M 66,369 2,035 - 26,795,792 15,987,655
Finance,
insurance,
real estate
and
business 45,620,662 6,452,978 1,397,235 52,237,328 43,892,016 1,494,522 1,808,575 10,575,381 17,781,898 181,260,595 50,785,281
Transport,
storage and
communi-
cation - - - 2,869,939 1,847,852 13,785 29,128 - - 14,760,704 2,359,963
Education,
health and
others - - - 26,169 4,943,552 344 140 - - 4,970,205 422,841
Household - - - 3,149 117,390,264 - 335,841 - - 117,729,254 37,851,621
Others 3,461,333 - - 6527135 1,639,441 18,354 2,188,941 - - 23,841,204 13,562,799
49,089,088 6,452,978 1,397,235 67,160,619 278,600,665 1,954,476 543815 10,577,416 17,781,898 438,452,490 151,708,437
Less:
Collective
allowance - - - - (4,69,974) - - - - (4,169,974) -
49,089,088 6,452,978 1,397,235 67,160,619 274,430,691 1,954,476 5438115 10,577,416 17,781,898 434,282,516 151,708,437




45.

FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(c) Credit risk management (cont’d.)

3. Credit risk concentration profile (cont’d.)

(b) Concentration of credit risk for both on-balance sheet financial asset and off-balance sheet exposures analysed by

industry sector are as follows (cont'd.):

Deposits )
’ and Statutory Life, general
placements Loans, deposits takaful Commitments
Cashand with advances with ~ and family and
short-term  financial  Securities and  Derivative Other Central takaful contin-
funds institutions portfolio  financing assets assets Banks fund assets Total gencies
Group RM'000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
30.6.201M
Agriculture - - 255,679 4,716,612 - - - - 4,972,291 1,814,330
Mining and
quarrying - - 23,050 1,311,519 - - - - 1,334,569 486,968
Manufacturing - - 399,863 26,406,978 - - - - 26,806,341 9,781,499
Construction - - 821,304 19,514,562 - - - - 20,341,866 10,255,527
Electricity, gas and
water supply - - 2,827971 6,451,513 - - - - 9285490 3,388,165
Wholesale, retail
trade, restaurants
and hotels - - 265247 22,026,618 - - - - 22,291,865 8,134,038
Finance, insurance,
real estate and
business 38,803,264 10,288,635 47081345 41,427,342 1,652,182 5,634,658 7698425 17,024,603 169,710,454 55,713,260
Transport, storage
and
communication - - 2641323 10,842,967 - - - - 13,484,290 4,920,258
Education, health
and others - - 11,008 4735128 - - - - 4746136 2,292,071
Household - - 81,542 110,616,466 - - - - 110,698,008 40,392,393
Others 255 2,878 5,447,817 10,191,929 - 25,498 - - 15668377 2323923
38,803,519 10,291,513 59962155 258,247,634 1,652,182 5,660,156 7,698,425 17,024,603 39934087 139,502,432
Less: Collective
allowance - - - (4,27,208) - - - - (4,21,208) -
38,803,519 10,291,513 59,962,155 253,976,426 1,652,182 5,660,156 7698425 17,024,603 395068979 139,502,432
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(c) Credit risk management (cont’d.)

3.  Credit risk concentration profile (cont’d.)

(b)

Concentration of credit risk for both on-balance sheet financial asset and off-balance sheet exposures analysed by
industry sector are as follows (cont'd.):

Depositsand ~ Securities Statutory
placements  purchased Loans, deposits
Cash and with under advances with Commitments
short-term  financial resale  Securities and  Derivative Other Central and
Bank funds institutions agreements  portfolio  financing assets assets Banks Total contingencies
3112.201 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000  RM'000 RM'000  RM'000 RM'000
Agriculture - - - 167,443 2,984,216 181 - - 3,151,840 860,087
Mining and
quarrying - - - 200,019 781,306 45 - - 981,370 620,189
Manufac-
turing - - - 441,695 19,075,691 124,210 - - 19,641,596 8,075,349
Construction - - - 1174939 19,473,833 500 - - 20,649,272 16,226,257
Electricity,
gas and
water
supply - - - 1,976,489 4,610,744 70,524 - - 6,657,757 522,803
Wholesale,
retail trade,
restaurants
and hotels 1,093 - - 508,690 19,149,885 232,01 48,299 2,035 19,942,013 15,285,240
Finance,
insurance,
real estate
and
business 32,518,777 6,246,093 1,397,235 45,213,727 33,413,722 1,489,389 1,277,071 6,093,094 127,649,108 46,574,916
Transport,
storage and
communi-
cation - - - 256,259 8,181,845 13,785 - - 10,351,889 1,753,649
Education,
health and
others - - - 10,633 4,075,282 344 - - 4,086,259 261,067
Household - - - - 83,730,066 - - - 83,730,066 27,799,930
Others 3,446,709 - - 3,791,662 1,794,861 18,355 690,469 - 9,742,056 9,873,087
35,966,579 6,246,093 1,397,235 55,641,556 197,271,451 1,949,344 2,015,839 6,095,129 306,583,226 127,852,574
Less:
Collective
allowance - - - - (3,097,366) - - - (3,097,366) -
35,966,579 6,246,093 1,397,235 55,641,556 194,174,085 1,949,344 2,015,839 6,095,129 303,485,860 127,852,574




45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(c) Credit risk management (cont’d.)

3.

Credit risk concentration profile (cont’d.)

(b)

Concentration of credit risk for both on-balance sheet financial asset and off-balance sheet exposures analysed by

industry sector are as follows (cont'd.):

Deposits
and Statutory
placements Loans, deposits Commitments
Cash and with advances with and
short-term financial ~ Securities and  Derivative Other Central contin-
Bank funds  institutions portfolio  financing assets assets Banks Total gencies
30.6.2011 RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000
Agriculture - - 154,753 3,076,615 - - - 3231368 1,411,812
Mining and
quarrying - - 22,807 591,234 - - - 614,041 268,280
Manufacturing - - 319944 18,244,673 - - - 18,564,617 8,111,041
Construction - - 672,218 17,571,166 - - - 18243384 7,970,691
Electricity, gas and
water supply - - 2,267,142 5,072,218 - - - 7339360 3,206,630
Wholesale, retail
trade, restaurants
and hotels - - 256,655 16,004,572 - - - 16261227 7104,670
Finance, insurance,
real estate and
business 25,803,796 7644471 42649592 33,606,866 1,626,415 1121993 431316 116,766,249 51,016,179
Transport, storage
and
communication - - 2492814 7,218,438 - - - 9m2%2 4,242,930
Education, health
and others - - 10,639 4,066,687 - - - 4077326 1,781,419
Household - - 10676 77,684,310 - - - 71694986 33,945,608
Others - - 2493550 1,615,838 - 24,598 - 4133986 1,806,174
25,803,796 76444711 51350790 184,752,617 1,626,415 146,591 4313016 276,637,796 120,865,434
Less:
Collective
allowance - - - (3179773) - - - (3197B) -
25,803,796 76444711 51350,790 181,572,844 1,626,415 146,591 4313016 273,458,023 120,865,434
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(c) Credit risk management (cont’d.)

4.

Collateral

The main types of collateral obtained by the Group and the Bank to mitigate credit risk are as follows:

. For mortgages - charges over residential properties

. For auto loans and financing — ownership claims over the vehicles financed

. For share margin financing - pledges over securities from listed exchanges

. For commercial property loans and financing — charges over the properties being financed

. For other loans and financing - charges over business assets such as premises, inventories, trade receivables or
deposits

Credit quality of financial assets
Credit classification for financial assets

For the purposes of disclosure relating to FRS 7, all financial assets are categorised into the following:
- Neither past due nor impaired

- Past due but not impaired

- Past due and impaired

The four (4) credit quality categories set out and defined as follows, from very low to high, apart from impaired,
describe the credit quality of the Group’s lending. These classifications encompass a range of more granular, internal
gradings assigned to loans, advances and financing whilst external gradings are applied to securities. There is no direct
correlation between the internal and external ratings at a granular level, except the extent each falls within a single
credit quality band.

Probability of default External credit ratings External credit ratings

Risk Category (“PD”) Grade  based on S&P’s ratings based on RAM's ratings
Very low 1-5 AAA to A- AAA to AA
Low 6-10 A- to BBB- AAto A
Moderate m-15 BB+ to B+ A to BBB
High 16 - 21 B+ to CCC BBB to C

Risk category is as described below:

Very low : Obligors rated in this category have an excellent capacity to meet financial commitments with very
low credit risk.

Low : Obligors rated in this category have a good capacity to meet financial commitments with very low credit
risk.

Moderate :  Obligors rated in this category have a fairly acceptable capacity to meet financial commitments with
moderate credit risk.

High : Obligors rated in this category have uncertain capacity to meet financial commitments and are subject to
high credit risk.

Other than the above rated risk categories, other categories used internally are as follows:

Impaired/ :  Obligors with objective evidence of impairment as a result of one or more events that have an impact

default on the estimated future cash flows of the obligors that can be reliably estimated. The detailed definition
is further disclosed in Note 3.3(iv)(d).
Unrated : Refer to obligors which are currently not assigned with obligors’ ratings due to unavailability of

ratings models.
Sovereign :  Refer to obligors which are governments and/or government-related agencies.



(c) Credit risk management (cont’d.)

6. Credit quality of financial assets - gross loans, advances and financing

Past due but not impaired

Neither Due Due
past Due within within
due nor within 31to 61to Non-
impaired 30 days 60 days 90days impaired Impaired Total
Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
31.12.20M
Overdrafts 12,940,683 138,840 54,833 25,163 13,159,519 2,005,078 15,164,597
Term loans 195,073,743 3,234,119 994,915 978,924 200,281,701 5,450,644 205,732,345
Others 59,618,149 197,344 96,718 23,498 59,935,709 580,323 60,516,032
Gross loans, advances
and financing 267,632,575 3,570,303 1,146,466 1,027,585 273,376,929 8,036,045 281,412,974
Less:
- Individual allowance (2,812,309)
- Collective allowance (4,169,974)
(6,982,283)
Net loans, advances and
financing 274,430,691
As a percentage of total
gross loans, advances
and financing 95.10% 1.27% 0.41% 0.37% 97.14% 2.86% 100.00%

Summary of risk categories of gross loans, advances and financing of the Group are assessed based on credit quality
classification as described in Note 45(c)(5).

Neither past due nor impaired

Very low Low Moderate High Unrated Total
Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
31.12.20M
Overdrafts 728,818 2,904,016 5,651,453 2,090,929 1,565,467 12,940,683
Term loans 34,173,832 65,551,225 47,691,451 15,102,025 32,555,210 195,073,743
Others 10,017,328 15,985,375 14,323,743 2,764,352 16,527,351 59,618,149
- Neither past due nor impaired 44,919,978 84,440,616 67,666,647 19,957,306 50,648,028 267,632,575
As a percentage of total gross loans,
advances and financing 15.96% 30.01% 24.05% 7.09% 18.00% 95.10%

297

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership
Governance

Financial &
Others

AGM
Information



298 Malayan Banking Berhad
Maybank Six Months Report - December 2011

- 31 December 2011

(c) Credit risk management (cont’d.)

6.

Credit quality of financial assets - gross loans, advances and financing (cont’d.)

Past due but not impaired

Neither Due Due
past Due within within Non-
due nor within 31to 61to  impaired
impaired 30 days 60 days 90 days total Impaired Total
Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
30.06.20M1
Overdrafts 13,378,291 182,653 119,516 105,072 13,785,532 1,817,447 15,602,979
Term loans 163,850,472 9,840,170 1,876,128 3,621,787 179,188,557 5,620,290 184,808,847
Others 54,545,446 3,618,463 833,448 451,455 59,448,812 1,319,125 60,767,937
Gross loans, advances
and financing 231,774,209 13,641,286 2,829,092 4,178,314 252,422,901 8,756,862 261,179,763
Less:
- Individual allowance (2,932,129)
- Collective allowance (4,271,208)
(7,203,337)
Net loans, advances and
financing 253,976,426
As a percentage of total
gross loans, advances
and financing 88.74% 5.22% 1.09% 1.60% 96.65% 3.35% 100.00%

Summary of risk categories of gross loans, advances and financing of the Group are assessed based on credit quality
classification as described in Note 45(c)(5).

Neither past due nor impaired

Very low Low Moderate High Unrated Total
Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
30.6.2011
Overdrafts 824,877 2,638,928 5,837,043 2,391,226 1,686,217 13,378,291
Term loans 34,106,825 54,165,935 35,569,505 12,168,441 27,839,766 163,850,472
Others 11,230,198 15,618,229 12,879,015 2,487,354 12,330,650 54,545,446
- Neither past due nor impaired 46,161,900 72,423,092 54,285,563 17,047,021 41,856,633 231,774,209
As a percentage of total gross loans,
advances and financing 17.67% 27.73% 20.78% 6.53% 16.03% 88.74%




(c) Credit risk management (cont’d.)

6.

Credit quality of financial assets - gross loans, advances and financing (cont’d.)

Past due but not impaired

Neither Due Due
past Due within within Non-
due nor within 31to 61to  impaired
impaired 30 days 60 days 90 days Total  Impaired Total
Bank RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
31.12.20M
Overdrafts 9,215,777 122,328 46,148 24,300 9,408,553 1,673,347 11,081,900
Term loans 135,416,368 2,068,623 665,403 842,913 138,993,307 4,190,806 143,184,113
Others 44,463,634 153,281 88,781 20,480 44,726,176 381,683 45,107,859
Gross loans, advances
and financing 189,095,779 2,344,232 800,332 887,693 193,128,036 6,245,836 199,373,872
Less:
- Individual allowance (2,102,421)
- Collective allowance (3,097,366)
(5,199,787)
Net loans, advances
and financing 194,174,085
As a percentage of total
gross loans, advances
and financing 94.84% 1.18% 0.40% 0.45% 96.87% 3.13% 100.00%

Summary of risk categories of gross loans, advances and financing of the Bank are assessed
classification as described in Note 45(c)(5).

based on credit quality

Neither past due nor impaired

Bank Very low Low Moderate High Unrated Total
31.12.20M RM’'000 RM’000 RM’000 RM’000 RM’000 RM’'000
Overdrafts 153,360 1,807,526 4,177,146 1,495,135 1,582,610 9,215,777
Term loans 21,982,492 52,769,992 31,149,951 8,283,194 21,230,739 135,416,368
Others 8,451,824 13,260,909 9,569,279 2,044,206 11,137,416 44,463,634
- Neither past due nor impaired 30,587,676 67,838,427 44,896,376 11,822,535 33,950,765 189,095,779
As a percentage of total gross loans,

advances and financing 15.34% 34.03% 22.52% 5.93% 17.03% 94.84%
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(c) Credit risk management (cont’d.)

6.

Credit quality of financial assets - gross loans, advances and financing (cont’d.)

Past due but not impaired

Neither Due Due
past Due within within Non-
due nor within 31to 61to  impaired
Bank impaired 30 days 60 days 90 days total Impaired Total
30.6.2011 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Overdrafts 9,333,680 150,386 108,449 31,624 9,624,139 1,505,975 11,130,114
Term loans 12,192,258 8,664,481 1,616,355 3,052,737 125,525,831 429,469 129,655,300
Others 44,970,781 228,654 65,589 76,024 45,341,048 742,052 46,083,100
Gross loans, advances
and financing 166,496,719 9,043,521 1,790,393 3,160,385 180,491,018 6,377,496 186,868,514
Less:
- Individual allowance (2,115,897)
- Collective allowance (3,]179,773)
(5,295,670)
Net loans, advances
and financing 181,572,844
As a percentage of total
gross loans, advances
and financing 89.10% 4.84% 0.96% 1.69% 96.59% 3.41%  100.00%




(c) Credit risk management (cont’d.)

6.

Credit quality of financial assets - gross loans, advances and financing (cont’d.)

Summary of risk categories of gross loans, advances and financing of the Bank are assessed based on credit quality

classification as described in Note 45(c)(5).

Neither past due nor impaired

Bank Very low Low Moderate High Unrated Total
30.6.2011 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Overdrafts 238,841 1,636,716 4,290,654 1,817,916 1,349,553 9,333,680
Term loans 16,819,459 41,934,966 23,589,832 6,785,164 23,062,837 112,192,258
Others 1,176,776 12,947,582 10,417,123 2,128,517 8,300,783 44,970,781
- Neither past due nor impaired 28,235076 56,519,264 38,297,609 10,731,597 32,713,173 166,496,719
As a percentage of total gross loans,

advances and financing 1511% 30.25% 20.49% 5.74% 17.51% 89.10%
Credit quality of financial assets - securities portfolio and other financial assets

Neither past
due nor Impairment

Group impaired Impaired Total allowance Net Total
31.12.20M RM’000 RM’000 RM’000 RM’000 RM’000
Cash and short-term funds 49,089,088 - 49,089,088 - 49,089,088
Deposits and placements with

financial institutions 6,452,978 - 6,452,978 - 6,452,978
Securities purchased under

resale agreements 1,397,235 - 1,397,235 - 1,397,235
Securities portfolio 66,217,488 1,910,907 68,128,395 (967,776) 67,160,619
Derivative assets 1,954,476 - 1,954,476 - 1,954,476
Other assets 5,462,929 52,709 5,515,638 (77,523) 5,438,115
Statutory deposits with Central

Banks 10,577,416 - 10,577,416 - 10,577,416
Life, general takaful and family

takaful fund assets 17,781,898 - 17,781,898 - 17,781,898

158,933,508 1,963,616 160,897,124 (1,045,299) 159,851,825

As percentage of gross balances 98.78% 1.22% 100.00%
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(c) Credit risk management (cont’d.)

7.

Credit quality of financial assets - securities portfolio and other financial assets (cont’d.)

Summary of risk categories of securities portfolio and other financial assets of the Group are assessed based on credit
quality classification as described in Note 45(c)(5).

Group Sovereign  Very low Low Moderate High Unrated Total
31.12.201 RM’000 RM’'000 RM’000 RM’000 RM’'000 RM’000 RM’000
Cash and short-term
funds 15,849,625 12,400,610 6,546,502 2,576,338 13,209 11,702,804 49,089,088
Deposits and
placements with
financial institutions 629,521 2,002,174 2,443,304 961,864 - 416,115 6,452,978
Securities purchased
under resale
agreements 1,299,578 97,657 - - - - 1,397,235
Securities portfolio 34,048,738 24,896,757 2,346,667 1,608,930 238,982 3,077,414 66,217,488
Derivative assets 26,707 1,620,747 130,488 84,913 8,935 82,686 1,954,476
Other assets - - - - - 5,462,929 5,462,929
Statutory deposits with
Central Banks 10,483,588 - - - - 93,828 10,577,416
Life, general takaful
and family takaful
fund assets 3,303,256 10,920,121 507,605 - - 3,050,916 17,781,898
65,641,013 51,938,066 11,974,566 5,232,045 261,126 23,886,692 158,933,508
As percentage of gross
balances 40.80% 32.28% 7.44% 3.25% 0.16% 14.85% 98.78%
Neither past
due nor Impairment
Group impaired Impaired Total allowance Net Total
30.6.2011 RM’000 RM’000 RM’000 RM’000 RM’000
Cash and short-term funds 38,803,519 - 38,803,519 - 38,803,519
Deposits and placements with
financial institutions 10,291,513 - 10,291,513 - 10,291,513
Securities portfolio 58,985,122 2,000,020 60,985,142 (1,022,987) 59,962,155
Derivative assets 1,652,182 - 1,652,182 - 1,652,182
Other assets 5,644,436 82,606 5,727,042 (66,886) 5,660,156
Statutory deposits with Central
Banks 7,698,425 - 7,698,425 - 7,698,425
Life, general takaful and family
takaful fund assets 17,024,603 - 17,024,603 - 17,024,603
140,099,800 2,082,626 142,182,426 (1,089,873) 141,092,553
As percentage of gross balances 98.54% 1.46% 100.00%




(c) Credit risk management (cont’d.)

7.

Credit quality of financial assets - securities portfolio and other financial assets (cont’d.)

Summary of risk categories of securities portfolio and other financial assets of the Group are assessed based on credit
quality classification as described in Note 45(c)(5).

Group Sovereign  Very low Low Moderate High Unrated Total
30.6.2011 RM’'000 RM’000 RM’000 RM’000 RM’000 RM’'000 RM’000
Cash and short-term
funds 21,061,621 5,484,862 3,477,722 628,067 35,200 8,116,047 38,803,519
Deposits and
placements with
financial institutions 941,785 213,031 3,530,608 602,263 33,255 4,970,571 10,291,513
Securities portfolio 30,332,971 23,182,421 1,347,087 1,001,434 464,456 2,656,753 58,985,122
Derivative assets 6,250 772,185 595,941 238,969 808 38,029 1,652,182
Other assets - - - - - 5,644,436 5,644,436
Statutory deposits with
Central Banks 7,698,425 - - - - - 7,698,425
Life, general takaful
and family takaful
fund assets 3,811,014 10,305,352 241,585 55 346 2,666,251 17,024,603
63,852,066 39,957,851 9,192,943 2,470,788 534,065 24,092,087 140,099,800
As percentage of gross
balances 44.91% 28.10% 6.47% 1.74% 0.38% 16.94% 98.54%
Neither past
due nor Impairment
Bank impaired Impaired Total allowance Net Total
31.12.20M RM’'000 RM’'000 RM’000 RM’000 RM’'000
Cash and short-term funds 35,966,579 - 35,966,579 - 35,966,579
Deposits and placements with
financial institutions 6,246,093 - 6,246,093 - 6,246,093
Securities purchased under
resale agreements 1,397,235 - 1,397,235 - 1,397,235
Securities portfolio 54,910,456 1,730,275 56,640,731 (999,175) 55,641,556
Derivative assets 1,949,344 - 1,949,344 - 1,949,344
Other assets 2,036,152 43,740 2,079,892 (64,053) 2,015,839
Statutory deposits with Central
Banks 6,095,129 - 6,095,129 - 6,095,129
108,600,988 1,774,015 110,375,003 (1,063,228) 109,311,775
As percentage of gross balances 98.39% 1.61% 100.00%
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(c) Credit risk management (cont’d.)

7.

Credit quality of financial assets - securities portfolio and other financial assets (cont’d.)

Summary of risk categories of securities portfolio and other financial assets of the Bank are assessed based on credit
quality classification as described in Note 45(c)(5).

Bank Sovereign  Very low Low Moderate High Unrated Total
31.12.20M RM’000 RM’'000 RM’000 RM’'000 RM’000 RM’000 RM’'000
Cash and short-term

funds 12,460,586 7,188,525 6,114,648 1,399,917 8,479 8,794,424 35,966,579
Deposits and

placements with

financial institutions 450,254 968,659 3,611,653 873,555 - 341,972 6,246,093
Securities purchased

under resale

agreements 1,299,578 97,657 - - - - 1,397,235
Securities portfolio 25,421,968 21,536,880 1,811,916 1,328,572 78,733 4,732,387 54,910,456
Derivative assets - 1,668,093 129,431 84,913 8,213 58,694 1,949,344
Other assets - - - - - 2,036,152 2,036,152
Statutory deposits with

Central Banks 6,001,405 - - - - 93,724 6,095,129

45,633,791 31,459,814 11,667,648 3,686,957 95,425 16,057,353 108,600,988

As percentage of gross

balances 41.34% 28.50% 10.57% 3.34% 0.09% 14.55% 98.39%

Neither past
due nor Impairment

Bank impaired Impaired Total allowance Net Total
30.6.2011 RM’'000 RM’000 RM’'000 RM’'000 RM’'000
Cash and short-term funds 25,803,796 - 25,803,796 - 25,803,796
Deposits and placements with

financial institutions 7,644,471 - 7,644,471 - 7,644,471
Securities portfolio 50,433,902 1,887,843 52,321,745 (970,955) 51,350,790
Derivative assets 1,626,415 - 1,626,415 - 1,626,415
Other assets 1,126,951 82,606 1,209,557 (62,966) 1,146,591
Statutory deposits with Central

Banks 4,313,116 - 4,313,116 - 4,313,116

90,948,651 1,970,449 92,919,100 (1,033,921) 91,885,179

As percentage of gross balances 97.88% 212% 100.00%




45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)

(c) Credit risk management (cont’d.)

7.

Credit quality of financial assets - securities portfolio and other financial assets (cont’d.)

Summary of risk categories of securities portfolio and other financial assets of the Bank are assessed based on credit
quality classification as described in Note 45(c)(5).

Bank Sovereign  Very low Low Moderate High Unrated Total
30.6.2011 RM’000 RM’'000 RM’000 RM’'000 RM’'000 RM’'000 RM’'000
Cash and short-term

funds 11,142,491 5,190,781 3,462,945 351,855 - 5,655,724 25,803,796
Deposits and

placements with

financial institutions 186,032 100,778 3,523,722 198,828 - 3,635,111 7,644,471
Securities portfolio 23,685,785 21,785,476 837,056 510,068 246,179 3,369,338 50,433,902
Derivative assets - 703,791 567,372 226,518 768 127,966 1,626,415
Other assets - - - - - 1,126,951 1,126,951
Statutory deposits with

Central Banks 4,313,116 - - - - - 4,313,116

39,327,424 27,780,826 8,391,095 1,287,269 246,947 13,915,090 90,948,651

As percentage of gross

balances 42.32% 29.90% 9.03% 1.39% 0.27% 14.98% 97.88%
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(c) Credit risk management (cont’d.)

8.

Credit quality of impaired financial assets

0)

Impaired financial assets analysed by geographic purpose are as follows:

Loans,
advances and Securities Other
Group financing portfolio assets Total
31.12.2011 RM’000 RM’000 RM’000 RM’000
Malaysia 6,538,688 1,545,869 52,709 8,137,266
Singapore 407,521 31,928 - 439,449
Indonesia 538,420 65,382 - 603,802
Labuan Offshore - - - -
Hong Kong SAR 72,093 53,005 - 125,098
United States of America - 31,770 - 31,770
People’s Republic of China 5,932 - - 5,932
Vietnam 80,335 - - 80,335
United Kingdom 215,719 131,197 - 346,916
Philippines 73,677 12,436 - 86,113
Brunei 768 - - 768
Cambodia 18,602 - - 18,602
Bahrain 58,618 36,213 - 94,831
Thailand 25,672 1,472 - 27,144
Others - 1,635 - 1,635
8,036,045 1,910,907 52,709 9,999,661
Loans,
advances and Securities Other

Group financing portfolio assets Total
30.6.2011 RM’000 RM’000 RM’000 RM’000
Malaysia 6,712,570 1,676,022 82,606 8,471,198
Singapore 402,468 - - 402,468
Indonesia 873,692 62,501 - 936,193
Labuan Offshore 351,094 - - 351,094
Hong Kong SAR 84,853 49,254 - 134,107
United States of America - 30,230 - 30,230
Vietnam 75,692 - - 75,692
United Kingdom 141,478 127179 - 268,657
Philippines 50,733 13,204 - 63,937
Brunei 2,613 - - 2,613
Cambodia 12,499 - - 12,499
Bahrain 48,708 34,005 - 82,713
Thailand 462 - - 462
Others - 7,625 - 7,625
8,756,862 2,000,020 82,606 10,839,488
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(c) Credit risk management (cont’d.) We Are
8. Credit quality of impaired financial assets (cont’d.)
Strategy
(i) Impaired financial assets analysed by geographic purpose are as follows (cont'd.):
Loans, Performance
advances and Securities Other
Bank financing portfolio assets Total Business
31.12.201M1 RM’000 RM’'000 RM'000 RM’'000 Review
Malaysia 5,482,340 1,478,090 43,740 7,004,170 Responsibility
Singapore 312,294 - - 312,294
Hong Kong SAR 71,228 53,005 - 124,233 Leadership
United States of America - 31,770 - 31,770
People’s Republic of China 5,932 - - 5,932 Governance
Vietnam 80,335 - - 80,335
United Kingdom 215,719 131,197 - 346,916
Brunei 768 - - 768 -
Cambodia 18,602 - - 18,602
Bahrain 58,618 36,213 - 94,831 AGM
Information
6,245,836 1,730,275 43,740 8,019,851
Loans,
advances and Securities Other
Bank financing portfolio assets Total
30.6.2011 RM’000 RM’000 RM’000 RM’000
Malaysia 5,769,484 1,647,175 82,606 7,499,265
Singapore 242,169 - - 242,169
Hong Kong SAR 84,853 49,254 - 134,107
United States of America - 30,230 - 30,230
Vietnam 75,692 - - 75,692
United Kingdom 141,478 127179 - 268,657
Brunei 2,613 - - 2,613
Cambodia 12,499 - - 12,499
Bahrain 48,708 34,005 - 82,713
6,377,496 1,887,843 82,606 8,347,945
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(c) Credit risk management (cont’d.)

8.

Credit quality of impaired financial assets (cont’d.)

(i)

Impaired financial assets analysed by industry sectors are as follows:

Loans,
advances and Securities Other

Group financing portfolio assets Total
31.12.2011 RM’000 RM’000 RM’000 RM’000
Agriculture 206,520 17,579 - 224,099
Mining and quarrying 43,850 - - 43,850
Manufacturing 2,751,960 181,082 - 2,933,042
Construction 821,897 93,238 - 915,135
Electricity, gas and water supply 94,955 - - 94,955

Wholesale, retail trade, restaurants and
hotels 808,226 - - 808,226
Finance, insurance, real estate and business 806,313 264,306 52,709 1,123,328
Transport, storage and communication 737,305 86,833 - 824,138
Education, health and others 116,459 - - 116,459
Household 1,261,714 - - 1,261,714
Others 386,846 1,267,869 - 1,654,715
8,036,045 1,910,907 52,709 9,999,661

Loans,
advances and Securities Other

Group financing portfolio assets Total
30.6.2011 RM’000 RM’000 RM’000 RM’000
Agriculture 154,061 27,560 - 181,621
Mining and quarrying 210,375 - - 210,375
Manufacturing 2,526,157 56,567 - 2,582,724
Construction 852,027 90,803 - 942,830
Electricity, gas and water supply 434,290 251,405 - 685,695

Wholesale, retail trade, restaurants and
hotels 877,377 - - 871,377
Finance, insurance, real estate and business 501,392 349,865 82,606 933,863
Transport, storage and communication 904,040 46,271 - 950,311
Education, health and others 124,549 - - 124,549
Household 1,303,994 - - 1,303,994
Others 868,600 1,177,549 - 2,046,149
8,756,862 2,000,020 82,606 10,839,488




(c) Credit risk management (cont’d.)

8.

Credit quality of impaired financial assets (cont’d.)

(i)

Impaired financial assets analysed by industry sectors are as follows (cont'd.):
Loans,
advances and Securities Other

Bank financing portfolio assets Total
31.12.2011 RM’000 RM’000 RM’000 RM’000
Agriculture 186,053 8,121 - 194,174
Mining and quarrying 5,699 - - 5,699
Manufacturing 2,306,918 113,537 - 2,420,455
Construction 702,904 93,238 - 796,142
Electricity, gas and water supply 84,873 - - 84,873

Wholesale, retail trade, restaurants and
hotels 679,819 - - 679,819
Finance, insurance, real estate and business 563,331 226,061 43,740 833,132
Transport, storage and communication 523,430 38,450 - 561,880
Education, health and others 34,316 - - 34,316
Household 990,518 - - 990,518
Others 167,975 1,250,868 - 1,418,843
6,245,836 1,730,275 43,740 8,019,851

Loans,
advances and Securities Other

Bank financing portfolio assets Total
30.6.2011 RM’000 RM’000 RM’000 RM’000
Agriculture 140,765 - - 140,765
Mining and quarrying 5,940 - - 5,940
Manufacturing 1,971,066 56,567 - 2,027,633
Construction 720,305 90,349 - 810,654
Electricity, gas and water supply 411,533 251,405 - 662,938

Wholesale, retail trade, restaurants and
hotels 693,278 - - 693,278
Finance, insurance, real estate and business 315,683 335,828 82,606 734117
Transport, storage and communication 578,221 - - 578,221
Education, health and others 41,237 - - 41,237
Household 1,266,969 - - 1,266,969
Others 232,499 1,153,694 - 1,386,193
6,377,496 1,887,843 82,606 8,347,945
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(c) Credit risk management (cont’d.)

9.

10.

Possessed collateral

Assets obtained by taking possession of collateral held as security against loans, advances and financing and held as at

the period/year end are as follows:

Group Bank
30.6.2011 30.6.2011
RM’000 RM’'000
Residential properties 41,895 53,850 1,575 1,575
Non-residential properties 71,756 71109 38,552 41,227
113,651 124,959 40,127 42,802

Repossessed collateral are sold as soon as practicable. Repossessed collaterals are included under other assets on the
statement of financial position. The Group and the Bank do not occupy repossessed properties for its business use.

Reconciliation of allowance account

Movements in allowances for impairment losses for financial assets are as follows:

Loans,
advances Securities Securities
and available- held-to- Other

Group financing for-sale  maturity assets Total
31.12.2011 RM’000 RM’000 RM’000 RM’000 RM’000
Individual allowance

At beginning of the period 2,932,129 985,103 37,884 66,886 4,022,002
Allowance made during the period 535,890 67,198 - 11,621 614,709
Amount written back (296,458) (117,479) (15,245) (854) (430,036)
Amount written off (364,074) - - (1,983) (366,057)
Transferred (to)/from impairment losses in securities (9,327) - - - (9,327)
Transferred to collective allowance (15,628) - - - (15,628)
Acquisition of subsidiaries 20,553 - - - 20,553
Exchange differences 9,224 10,315 - 1,853 21,392
At end of the period 2,812,309 945,137 22,639 77,523 3,857,608
Collective allowance

At beginning of the period 4,271,208 - - - 4,271,208
Allowance made during the period 504,176 - - - 504,176
Amount written back (306) - - - (306)
Amount written off (632,964) - - - (632,964)
Transferred from impairment losses in securities - - - - -
Transferred from individual allowance 15,628 - - - 15,628
Exchange differences 12,232 - - - 12,232
At end of the period 4,169,974 - - - 4,169,974




45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(c) Credit risk management (cont’d.)

10. Reconciliation of allowance account (cont’d.)

Movements in allowances for impairment losses for financial assets are as follows (cont’d.):

Loans,
advances Securities Securities
and available- held-to- Other

Group financing for-sale  maturity assets Total
30.6.2011 RM’000 RM’000 RM’000 RM’000 RM’000
Individual allowance

At beginning of the year 3,981,073 874,825 32,062 64,689 4,952,649
Allowance made during the year 651,725 151,530 6,597 4,432 814,284
Amount written back (291,066) (54,865) (775) - (346,706)
Amount written off (1,185,904) (16,184) - (2,739) (1,204,827)
Transferred (to)/from impairment losses in securities (51,475) 37,864 - - (13,611)
Transferred to collective allowance (173,038) - - - (173,038)
Acquisition of subsidiaries 50,315 - - 3,920 54,235
Exchange differences (49,501) (8,067) - (3,416) (60,984)
At end of the year 2,932,129 985,103 37,884 66,886 4,022,002
Collective allowance

At beginning of the year 4,741,229 - - - 4,741,229
Allowance made during the year 774,955 - - - 774,955
Amount written back (42) - - - (42)
Amount written off (1,424,744) - - - (1,424,744)
Transferred from impairment losses in securities 13,612 - - - 13,612
Transferred from individual allowance 173,038 - - - 173,038
Exchange differences (6,840) - - - (6,840)
At end of the year 4,271,208 - - - 4,271,208
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(c) Credit risk management (cont’d.)

10. Reconciliation of allowance account (cont’d.)

Movements in allowances for impairment losses for financial assets are as follows (cont’d.):

Loans,
advances Securities Securities
and available- held-to- Other

Bank financing for-sale  maturity assets Total
31.12.20M RM’000 RM’000 RM’000 RM’000 RM’000
Individual allowance

At beginning of the period 2,115,897 939,668 31,287 62,966 3,149,818
Allowance made during the period 464,602 67,198 - - 531,800
Amount written back (192,817)  (34,048) (15,245) (145) (242,255)
Amount written off (269,614) - - - (269,614)
Transferred (to)/from impairment losses in securities (9,327) - - - (9,327)
Transferred to collective allowance (14,41) - - - (14,41)
Exchange differences 8,091 10,315 - 1,232 19,638
At end of the period 2,102,421 983,133 16,042 64,053 3,165,649
Collective allowance

At beginning of the period 3,179,773 - - - 3,179,773
Allowance made during the period 187,383 - - - 187,383
Amount written off (290,779) - - - (290,779)
Transferred from impairment losses in securities - - - - -
Transferred from individual allowance 14,411 - - - 14,411
Exchange differences 6,578 - - - 6,578
At end of the period 3,097,366 - - - 3,097,366




(c) Credit risk management (cont’d.)

10. Reconciliation of allowance account (cont’d.)

Movements in allowances for impairment losses for financial assets are as follows (cont’d.):

Loans,
advances Securities Securities
and available- held-to- Other

Bank financing for-sale  maturity assets Total
30.6.2011 RM’000 RM’000 RM’000 RM’000 RM’000
Individual allowance

At beginning of the year 2,909,013 830,124 32,062 64,689 3,835,888
Allowance made during the year 471,883 150,796 - 4,432 627,111
Amount written back (207,265) (54,865) (775) - (262,905)
Amount written off (936,464) (16,184) - (2,739)  (955,387)
Transferred (to)/from impairment losses in securities (51,475) 37,863 - - (13,612)
Transferred to collective allowance (57,227) - - - (57,227)
Exchange differences (12,568) (8,066) - (3,416) (24,050)
At end of the year 2,115,897 939,668 31,287 62,966 3,149,818
Collective allowance

At beginning of the year 3,665,506 - - - 3,665,506
Allowance made during the year 117,091 - - - 117,091
Amount written off (687,814) - - - (687,814)
Transferred from impairment losses in securities 13,612 - - - 13,612
Transferred from individual allowance 57,227 - - - 57,227
Exchange differences 14,151 - - - 14,151
At end of the year 3,179,773 - - - 3,179,773

(d) Market risk management

1.

Market risk management overview

Market risk management

The Group recognises market risk as the risk of losses on and off-balance sheet arising from movements in market
prices. Market risk arises through the Group’s trading and balance sheet activities. The primary categories of market

risk for the Group are:

(i) Interest rate risk: arising from changes in yield curves, credit spreads and implied volatilities on interest rate

options;

(ii) Foreign exchange rate risk: arising from changes in exchange rates and implied volatilities on foreign exchange

options;

(iii) Commodity price risk: arising from changes in commodity prices’ and commodity options’ implied volatilities; and

(iv) Equity price risk: arising from changes in the prices of equities, equity indices, equity baskets and implied

volatilities on related options.
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(d) Market risk management (cont’d.)

2.

Management of market risk

The Risk Management Committee (“RMC”)
approves the Group’s Market Risk Management
Framework and Risk Appetite taking into account
business volumes, targeted returns, market
volatility and range of products and services.

The Executive Risk Committee (“ERC”) is the
Management Committee that recommends
frameworks and policies to identify, measure,
monitor, manage and control the material risks,
submitted to RMC for approval.

The Asset and Liability Management Committee
(“ALCO”) ensures that the approved market risk
policies and limits are implemented effectively.

Market Risk Management (“MRM”) as an
independent risk control unit ensures efficient
implementation of market risk management
frameworks and risk controls to support business
growth. Its primary objective is to facilitate risk/
return decisions, reduce volatility in earnings,
highlight transparent market risk profile to senior
management, ALCO, ERC, RMC, Board of
Directors and regulators.

Market risk management framework

The market risk management framework serves
as the base for overall and consistent
management of market risk. It covers key risk
management activities such as identification,
measurement, monitoring, control and reporting
of market risk exposures, which are benchmarked
against industry leading practices and regulatory
requirements. This framework facilitates the
Group to manage its market risk exposures in a
systematic and consistent manner.

Management of trading activities

The Group’s traded market risk exposures are
primarily from proprietary trading and customer
driven activities. The risk measurement
techniques employed by the Group comprise of
both quantitative and qualitative measures.

Value at Risk

Value at Risk (“VaR”) measures the potential loss
of value resulting from market movement over a
specified period of time within a specified
probability of occurence under normal business
situations. The Group’s Proprietary Trading VaR is
computed daily using a one-day holding period
with other parameters unchanged. To ensure the
relevance and accuracy of the VaR computation,
VaR is independently validated on a periodic basis.

Besides VaR, the Group utilises other non-
statistical risk measures, such as interest rate
sensitivity e.g. exposure to a one basis point
increase in yields (“PV01”), net open position
(“NOP”) limit for managing foreign currency
exposure, and Greek limits for controlling options
risk. These measures provide granular information
on the Group’s market risk exposures and are
used for control and monitoring purposes.

Valuation

All trading positions are marked to market on a
consistent and daily basis using quoted prices
within active markets. If this is not possible,
positions are marked to model using models
which have been independently validated. The
valuations are reviewed on a regular basis and
adjustments are made to incorporate
counterparty risk, bid/ask spreads and market
liquidity, which is in line with FRS 139 standards.
The Bank also performs Independent Price
Verification (“IPV”) to ensure the consistency and
accuracy of the valuations of all trading positions.

Stress testing

The Group performs Stress Tests to further
augment and measure the losses arising beyond
the VaR confidence interval. By evaluating the
size of the unexpected losses, the Group is able
to understand the risk profiles and potential
exposures to unlikely but plausible events in
abnormal markets using multiple scenarios and
undertake the appropriate measures. Scenarios
are updated dynamically and may be redefined on
an ongoing basis to reflect current market
conditions. The Stress Test results, trends and
explanations are reported and deliberated to
Senior Management to facilitate and manage risk
with more transparency.



(d) Market risk management (cont’d.)

3.

Market risk management framework (cont’d.)

Management of trading activities (cont’d.)

Otbher risk control

The business strategies to manage risk include
transferring the risk to another party such as
entering into a back-to-back deal with external
counterparties, avoiding the risk, reducing the
negative effect or probability of the risk through
offsetting positions, or even accepting some or
all of the consequences of a particular risk.

The Group’s policies, processes and controls are
designed to achieve a balance between exploiting
trading opportunities and managing earnings
volatility within a framework of sound and
prudent practices.

Risk management controls such as stop-loss
limits, VaR limits, sensitivities limits, Greek limits
and FX NOP limits are emplaced to cap the size
of potential and actual loss arising from trading
activities.

MRM team produces a number of detailed and
summarised market risk reports on a daily and
monthly basis. These include Daily Market Risk
Exposure Report (daily) and the Senior
Management Risk Dashboard such as ALCO/ERC
Pack (monthly).

Where the above risk management tools and
controls tend to be pre-emptive, the Group
enforces business continuity plan (“BCP”) to deal
with the consequences of realised residual risks.
BCP test that involves the front office, middle
office and back office is conducted periodically to
ensure that business continuity is sustainable.

Management and measurement of Interest
Rate Risk (“IRR”)/Rate of Return Risk (“RoR")
in the banking book

The Group emphasises the importance of
managing IRR/RoR in the banking book as most
of the balance sheet items of the Group generate

interest income and interest expense, which are
indexed to interest rates. Volatility of earnings
can pose a threat to the Group’s profitability
while economic value provides a more
comprehensive view of the potential long term
effects on the Group’s overall capital adequacy.

IRR/RoR in the banking book encompasses
repricing risk, yield curve risk and basis risk
arising from different interest rate benchmarks
and embedded optionality. The objective of the
Group’s IRR/RoR in the banking book framework
is to ensure that all IRR/RoR in the banking book
is managed within its risk appetite.

IRR/RoR in the banking book is measured and
monitored proactively, using the following
principal measurement techniques:

» Repricing Gap Analysis
« Dynamic Simulation

» Economic Value at Risk
» Stress Testing

The Group also proactively manages the IRR/RoR
by applying Funds Transfer Pricing (“FTP”) to
transfer IRR to Funding Unit/Treasury ALM books
with supervision of the ALCO. IRR/RoR in the
banking book is proactively managed where
hedging strategies and mitigating actions are
regularly reviewed to achieve a balance between
risks, earnings and capital against tolerance
limits. The various strategies adopted include
adjusting the maturity tenure or repricing tenure
of assets and liabilities, re-strategising new
business growth, securing long term fixed rate
funding and entering into interest rate derivative
contracts.
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(d) Market risk management (cont’d.)

4.

Interest rate risk

The Group and Bank are exposed to various risks associated with the effects of fluctuations in the prevailing levels of
market interest rates on the financial position and cash flows. Interest rate risk exposure is identified, measured,
monitored and controlled through limits and procedures set by the ALCO to protect total net interest income from
changes in market interest rates.

The table below summarises the Group’s and Bank’s exposure to interest rate risk. The table indicates effective

average interest rates at the reporting date and the periods in which the financial instruments reprice or mature,

whichever is earlier.

Effective
Uptol -3 3-12 -5 Over5 Non-interest Trading interest
Group month months months years years  sensitive books Total rate
31.12.20m RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 %
Assets
Cash and short-term funds 41,845,449 - - - - 1,243,639 - 49,089,088 217
Deposits and placements with
financial institutions 53,663 4,339,980 1,648,623 1,139 - 399,573 - 6,452,978 2.21
Securities purchased under
resale agreements 1,397,235 - - - - - - 1,397,235 172
Securities held-for-trading - - - - - - 9665997 9,665,997 3.21
Securities available-for-sale 5,468,364 1,897,239 4,166,257 19,647,031 14,607,851 419,702 2,298,024 48,504,468 3.66
Securities held-to-maturity 54,401 120,709 2,217,015 3515113 3,878,453 95,208 - 9,880,899 3.67
Loans, advances and
financing
- Non-impaired 156,023,893 27,917,580 28,233,437 29,111,869 32,090,150 - - 213,376,929 6.46
- Impaired* 5,223,736 - - - - - - 5223736 -
- Collective allowance - - - - - (4)169,974) - (4,169,974) -
Derivative assets - - - - - - 1,954,476 1,954,476 -
Other assets - - - - - 6,661,305 - 6,661,305 -
Other non-interest
sensitive balances - - - - - 23,348,302 - 23,348,302 -
Life, general takaful and
family takaful fund assets - - - - - 19,903,312 - 19,903,312 -
Total Assets 210,066,741 34,275,508 36,265,332 52,285,152 50,576,454 53,901,067 13,918,497 451,288,751

*  This is arrived after deducting the individual allowance from gross impaired loans.



(d) Market risk management (cont’d.)

4. Interest rate risk (cont'd.)

Effective
Uptol -3 3-12 -5 Over5 Non-interest Trading interest
Group month months months years years  sensitive books Total rate
31.12.2011 (cont'd.) RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM’000 RM’000 %
Liabilities and Shareholders’
Equity
Deposits from customers 146,299,932 43,147,522 68,468,153 52,547,192 129,729 3,117,252 - 313,709,780 1.92
Deposits and placements of banks
and other financial institutions 21,481,806 9,689,419 2,852,080 1,862,288 - 875,385 - 36,760,978 1.90
Obligations on securities sold
under repurchase agreement 267,652 - - - - - - 267,652 0.57
Bills and acceptances payable 1,496,909 1,515,385 139,850 - - 1,320,728 - 4,472,872 3.07
Derivative liabilities - - - - - - 2,162,709 2,162,709 -
Other liabilities - - - - - 10,576,494 - 10,576,494 -
Recourse obligation on
loans sold to Cagamas - - - 715,603 - - - 715,603 4,80
Borrowings 453,333 491,330 542,514 3,885,420 1,812,633 - - 1,85,230 4.00
Subordinated obligations - - 2,530,419 6,694,500 4,935,634 - - 14,160,553 4,21
Capital securities - - - - 6,113,761 - - 6,113,761 6.54
Other non-interest sensitive
balances - - - - - 583,817 - 583,817 -
Life, general takaful and family
takaful fund liabilities - - - - - 2,886,104 - 2,886,104 -
Life, general takaful and family
takaful policy holders' funds - - - - - 17,017,208 - 17,017,208 -
Total Liabilities 169,999,632 54,843,656 74,533,016 65,705,003 12,991,757 36,376,988 2,162,709 416,612,761
Shareholders’ equity - - - - - 33,445,427 - 33,445,427 -
Non-controlling interests - - - - - 1,230,563 - 1,230,563 -
- - - - - 34,675,990 - 34,675,990
Total Liabilities and
Shareholders’ Equity 169,999,632 54,843,656 74,533,016 65,705,003 12,991,757 71,052,978 2,162,709 451,288,751
On-balance sheet interest
sensitivity gap 40,067,109 (20,568,148) (38,267,684) (13,419,851) 37,584,697  (17,151,911) 11,755,788
Off-balance sheet interest
sensitivity gap
(interest rate swaps) 3,863,318 2,853,303  (1,514,212) (5,083,725  (118,684) - -
Total interest sensitivity gap 43,930,427  (17,714,845) (39,781,896) (18,503,576) 37,466,013  (17,151,911) 11,755,788
Cumulative interest rate
sensitivity gap 43,930,427 26,215,582 (13,566,314 (32,069,890) 5,396,123  (11,755,788) -
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(d) Market risk management (cont’d.)

4. Interest rate risk (cont’d.)

Effective
Uptol -3 3-12 -5 Over5 Non-interest Trading interest
Group month months months years years  sensitive books Total rate
30.6.2011 RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 %
Assets
Cash and short-term funds 30,103,738 - - - - 8,699,781 - 38,803,519 234
Deposits and placements
with financial institutions 954,598 6,055102 2,769,943 52,328 - 459,542 - 10291513 1.29
Securities purchased under
resale agreements - - - - - - - - -
Securities held-for-trading - - - - - - 4141978 4141978 3.39
Securities available-for-sale 1,075,999 625224 2136362 14,840,056 20961984 422157 3397416 47,258,558 407
Securities held-to-maturity 161,580 174,352 927,425 4569448 3710916 94,993 - 9638714 3.98
Loans, advances and
financing
- Non-impaired 138477553 25527648 24505384 29940783 33971533 - - 252,422,901 6.52
- Impaired* 5,824,733 - - - - - - 5,824,733 -
- Collective allowance - - - - - (4,2n,208) - (42n,208) -
Derivative assets - - - - - - 1,652,182 1,652,182 -
Other assets - - - - - 6,735,522 - 6,735,522 -
Other non-interest
sensitive balances - - - - - 20,263,869 - 20,263,869 -
Life, general takaful and
family takaful fund assets - - - - - 19196413 - 19196413 -
Total Assets 176,598,201 32,382,326 30,339,114 49,402,615 58,644,433 55,400,429 9191576 411,958,694

*  This is arrived after deducting the individual allowance from gross impaired loans.
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.) Who
(d) Market risk management (cont’d.) We Are
4. Interest rate risk (cont'd.)
Strategy
Effective
Uptol »1-3 »3-12 »1-5 Over5 Non-interest Trading interest Performance
Group month months months years years  sensitive books Total rate
30.6.2011 (cont'd.) RM'000 RM’000 RM'000 RM’000 RM'000 RM'000 RM'000 RM’000 % Business
Liabilities and Shareholders’ Review
Equity .
Deposits from customers 849709 45679943 65466779 49,041,307 6710 3932591 - 281976379 194 | Responsibility
Deposits and placements
of banks and other Leadership
financial institutions 16,477,657 7656,832 4,861,121 1,531,225 1904 2764916 - 3330365 1.83
Obligations on securities sold Governance
under repurchase agreement 373,562 - - - - - - 373,562 0.85
Bills and acceptances payable 2,897,085 3,417,788 586,991 - - 1,611,537 - 8513401 3.09 -
Derivative liabilities - - - - - - 1,533,935 1,533,935 -
Other liabilities - - - - - 1,311,854 - 11,311,854 -
Recourse obligation on TAGM :
nformation
loans sold to Cagamas - 9357 - 518,928 - - - 528,285 496
Borrowings 200,948 104366 1166,489 2,791,840 183,477 - - 5447120 367
Subordinated obligations - - 2400880 3935470 4,464,189 - - 10,800,539 383
Capital securities - - - - 6,120,774 - - 6,120,774 6.54
Other non-interest sensitive
balances - - - - - 382,512 - 382,512 -
Life, general takaful and family
takaful fund liabilities - - - - - 5,408,600 - 5,408,600 -
Life, general takaful and family
takaful policy holders' funds - - - - - 13787813 - 13781813 -
Total Liabilities 137798961 56,868,286 74,482,260 57818770  11786,454 39199763 1,533,935 379,488,429
Shareholders’ equity - - - - - 31,461,499 - 31,461,499 -
Non-controlling interests - - - - - 1,008,766 - 1,008,766 -
- - - - - 32,470,265 - 32,470,265
Total Liabilities and
Shareholders’ Equity 137798961 56,868,286 74,482,260 57818770 11,786,454 71,670,028 1,533,935 411,958,694
On-balance sheet interest
sensitivity gap 38,799,240  (24,485960)  (44)43]46)  (8,416,155) 46,857,979  (16,269,599) 7,657,641
Off-balance sheet interest
sensitivity gap
(interest rate swaps) (1649323) 5999105 3,581,821 (5,025,062)  (2,906,541) - -

Total interest sensitivity gap 37149917 (18,486,855)  (40,561325)  (13,441,217) 43951438 (16,269599) 7,657,641

Cumulative interest rate
sensitivity gap 37149917 18,663,062 (21,898,263) (35339,480) 8,611,958  (7,657,641) -
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(d) Market risk management (cont’d.)

4. Interest rate risk (cont’d.)

Effective
Uptol -3 3-12 -5 Over5 Non-interest Trading interest
Bank month months months years years  sensitive books Total rate
31.12.20m RM'000 RM’000 RM'000 RM’000 RM’000 RM'000 RM'000 RM'000 %
Assets
Cash and short-term funds 28,898,780 - - - - 1,067,199 - 35,966,579 1.82
Deposits and placements
with financial institutions 464,961 3,989,208 1,426,205 - - 365,719 - 6,246,093 1.87
Securities purchased under
resale agreements 1,397,235 - - - - - - 1,397,235 172
Securities held-for-trading - - - - - - 7325,466 7,325,466 3.43
Securities available-for-sale 4,972,729 1,210,247 3,559,082 15,854,337 11,107,656 2,914,924 - 39,618,975 3.06
Securities held-to-maturity - 35,052 2,093,526 3,175,804 3,405,401 95,014 - 8,804,797 3.25
Loans, advances and
financing
- Non-impaired 120,871,791 24,748,300 23,253,965 13,029,253 11,224,727 - - 193,128,036 6.12
- Impaired* 4,143,415 - - - - - - 443,415 -
- Collective allowance - - - - - (3,097,366) - (3,097,366) -
Derivative assets - - - - - - 1,949,344 1,949,344 -
Other assets - - - - - 2,240,433 - 2,240,433 -
Other non-interest sensitive
balances - - - - - 26,121,830 - 26,121,830 -
Total Assets 160,748,911 29,982,807 30,332,778 32,059,394 25,737,784 35,708,353 9,274,810 323,844,837

*  This is arrived after deducting the individual allowance from gross impaired loans.
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(d) Market risk management (cont’d.) We Are
4. Interest rate risk (cont'd.)
Strategy
Effective
Uptol »1-3 »3-12 »1-5 Over5 Non-interest Trading interest Performance
Bank month months months years years  sensitive books Total rate
3112.2011 (cont'd.) RM'000  RM000  RMO0O  RMWO00  RMOOO  RM'000  RMO00  RM'00O % | pusiness
Liabilities and Shareholders’ Review
Equity .
Deposits from customers 94,665,504  31532,872 55,443,215 36,947,238 - 4,306,464 - 222,895,293 144 | Responsibility
Deposits and placements
of banks and other Leadership
financial institutions 20,306,036 9,243,682 2,704,628 1,601,491 - 1,699,755 - 35,555,592 1M
Obligations on securities sold Governance
under repurchase agreements 267,652 - - - - - - 267,652 0.57
Bills and acceptances payable 939,752 1,412,246 17,764 - - 1,240,379 - 361041 319 g?'?:ga'&
Derivative liabilities - - - - - - 2,072,731 2,072,731 -
Other liabilities - - - - - 6,351,178 - 6,351,178 -
Recourse obligation on fGM :
nformation
loans sold to Cagamas - - - 715,603 - - - 715,603 4,80
Borrowings 31,770 63,540 - 2300339 1,812,633 - - 4,208,282 1.58
Subordinated obligations - - 2,530,419 6,694,500 3,350,000 - - 12,574,919 3.88
Capital securities - - - - 6,113,761 - - 6,113,761 6.54
Total Liabilities 116,210,714 42,252,340 60,696,026 48,259,171 11,276,394 13,597,776 2,072,731 294,365,152
Shareholders’ equity - - - - - 29,479,685 - 29,479,685 -
Total Liabilities and
Shareholders' Equity 116,210,714 42,252,340 60,696,026 48,259,171 11,276,394 43,077,461 2,072,731 323,844,837
On-balance sheet interest
sensitivity gap 44,538197 (12,269,533) (30,363,248) (16]199,777) 14,461,390  (7,369,108) 7,202,079
Off-balance sheet interest
sensitivity gap
(interest rate swaps) 3,749,577 2,865,380  (1,514,212)  (5,013,831) (86,914) - -

Total interest sensitivity gap 48,287,774 (9,404,153) (31,877,460) (21,213,608) 14,374,476  (7,369,108) 7,202,079

Cumulative interest rate
sensitivity gap 48,287,774 38,883,621 7,006,161 (14,207,447) 167,029  (7,202,079) -
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(d) Market risk management (cont’d.)

4. Interest rate risk (cont’d.)

Effective
Uptol -3 3-12 -5 Over5 Non-interest Trading interest
Bank month months months years years  sensitive books Total rate
30.6.201M RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 %
Assets
Cash and short-term funds 20,838,402 - - - - 4965394 - 25,803,796 192
Deposits and placements
with financial institutions 656,401 4302746 2,243,674 52,328 - 389,322 - 764447 0.97
Securities purchased under
resale agreements - - - - - - - - -
Securities held-for-trading - - - - - - 2,884,895 2,884,895 316
Securities available-for-sale 689,224 126,834 1646715 380,274 17621897 3,783,380 5013718 40,262,042 346
Securities held-to-maturity 6,056 1473 788,875 411522 3,203,780 95,088 - 83394% 3.38
Loans, advances and
financing
- Non-impaired 108,846,234 22432329 19730461 18462727 1,019,867 - - 180,491,018 612
- Impaired* 4,261,599 - - - - - - 4,261,599 -
- Collective allowance - - - - - (3179773) - (379773) -
Derivative assets - - - - - - 1,626,415 1,626,415 -
Other assets - - - - - 1420365 - 1,420,365 -
Other non-interest
sensitive balances - - - - - 24]06,210 - 24]06,210 -
Total Assets 135297916 26,936,082 24,409725 34066251 31845544 31579986 9525028 293,660,532

*  This is arrived after deducting the individual allowance from gross impaired loans.
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)

Who
(d) Market risk management (cont’d.) We Are
4. Interest rate risk (cont'd.)
Strategy
Effective
Uptol -3 3-12 -5 Over5 Non-interest  Trading interest P
erformance
Bank month months months years years  sensitive books Total rate
30.6.2011 (cont'd.) RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 % Business
usi
Liabilities and Shareholders’ Review
Equity
Deposits from customer 80,875,288 29673901 51998559 33,835,232 - 5082428 - 201,465,408 145 Responsibility
Deposits and placements of
banks and other financial Leadership
institutions 14,862,256 8,651,518 5,273,576 1,264,687 6,904 1,382,734 - 31441605 133
Obligations on securities sold Governance
under repurchase agreements 373,562 - - - - - - 373,562 0.85

Bills and acceptances payable 2202506 2810320 545812 - - 1556945 N X35! 315 -
Derivative liabilities - - - - - - 1,446,311 1,446,311 -

Other liabilities - - - - - 4,240]5 - 4,24075 -
Recourse obligation on ﬁ]?’\;‘m tion
loans sold to Cagamas - 9357 - 518,928 - - - 528,285 496 ormatio
Borrowings - - 120,920 2,116,100 183,479 - - 3,420,499 1.08
Subordinated obligations - - 2,400,880 3,975,470 3133,436 - - 9,509,786 3.80
Capital securities - - - - 6,120,774 - - 6,120,774 6.54
Total Liabilities 98313702 41145096 60,339,747 417104177 10,444,593 12,262,263 1,446,311 265,662,129
Shareholders’ equity - - - - - 27998403 - 27998,403 -
Total Liabilities and
Shareholders' Equity 98,313,702 41145096 60,339,747 41710417 10,444,593 40,260,666 1,446,311 293,660,532
On-balance sheet interest
sensitivity gap 36,984,214 (14,209,014) (35930,022)  (7,644,66) 21,400,951  (8,680,680) 8,078,717
Off-balance sheet interest
sensitivity gap
(interest rate swaps) (1798,551)  5962,829 3640359  (4,928326)  (2,876,31) - -

Total interest sensitivity gap 35185663 (8,246)185) (32,289663) (12,572,492) 18,524,640  (8680,680) 8,078,717

Cumulative interest rate
sensitivity gap 35,185,663 26,939,478 (5,350,185)  (17,922,677) 601,963 (8,078,717) -
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(d) Market risk management (cont’d.)
5.  Yield/profit rate risk on IBS portfolio

The Group and Bank are exposed to the risk associated with the effects of fluctuations in the prevailing levels of yield/
profit rate on the financial position and cash flows of the IBS portfolio. The fluctuations in yield/profit rate can be
influenced by changes in profit rates that affect the value of financial instruments under the IBS portfolio. Yield/profit
rate risk is monitored and managed by the ALCO to protect the income from IBS operations.

The table below summarises the Group’s and Bank’s exposure to yield/profit rate risk for the IBS operations. The table
indicates effective average yield/profit rates at the reporting date and the periods in which the financial instruments
either reprice or mature, whichever is earlier.

Non-yield/ Effective
Upto1 -3 3-12 -5 Over5  profit rate Trading yield/profit
Group month months months years years  sensitive books Total rate
31.12.20m RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 %
Assets
Cash and short-term funds 7,177,788 - - - - 1,793,829 - 89n,617 297
Deposits and placements with
banks and other financial
institutions 23,800 370,820 35,079 - - m - 429910 334
Securities held-for-trading - - - - - - 2,360,877 2,360,877 0.53
Securities available-for-sale 391,424 543,922 389,294 2,572,049 2,211,480 - - 6,108,169 3N
Securities held-to-maturity - 50,426 - 30,335 91,123 - - 171,884 3.79
Financing and advances
- Non-impaired 19,899,070 2,034,749 1,211,984 8,699,641 19,214,780 3 - 51,060,297 519
- Impaired* 513,134 - - - - - - 513,134 -
- Collective allowance - - - - - (647,427) - (647,427) -
Derivative assets - - - - - - 28,198 28,198 -
Other assets - - - - - 4,492,748 - 4,492,748 -
Other non-yield/profit sensitive
balances - - - - - 2,019,200 - 2,019,200 -
Total Assets 28,005,216  2,999917 1,636,357 11,302,025 21,517,383 7,658,634 2,389,075 75,508,607

*  This is arrived after deducting the individual allowance from gross impaired financing outstanding.



(d) Market risk management (cont’d.)

5.

Yield/profit rate risk on IBS portfolio (cont'd.)

Non-yield/ Effective
Upto1l -3 3-12 -5 Over5  profit rate Trading yield/profit
Group month months months years years  sensitive books Total rate
31.12.2011 (cont'd.) RM’000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 %
Liabilities and Islamic
Banking Fund
Deposits from customers 35,101,728 5,625,391 9,728,779 8,482,911 121,626 29,965 - 59,090,400 2.45
Deposits and placements of
banks and other financial
institutions 1,826,395 179,019 1,624,717 1,894,840 538,046 3,386,441 - 9,449,458 2.01
Bills and acceptances payable 242,614 103,139 122,086 - - 36,398 - 504,237 33
Derivative liabilities - - - - - - 96,179 96,179 -
Other liabilities - - - - - 193,515 - 193,515 -
Other non-yield/profit sensitive
balances - - - - - 109,256 - 109,256 -
Subordinated sukuk - - - 1,010,723 - - - 1,010,723 -
Total Liabilities 37170,737 5,907,549 11,475,582 11,388,474 659,672 3,755,575 96,179 70,453,768
Islamic banking fund - - - - - 5,054,839 - 5,054,839
Total Liabilities and Islamic
Banking Fund 37,070,737 5,907,549  M,475,582 11,388,474 659,672 8,810,414 96,179 75,508,607
On-balance sheet yield/profit
rate sensitivity gap (9,065,521)  (2,907,632) (9,839,225)  (86,449) 20,857,711  (1,151,780) 2,292,896 -
Cumulative yield/profit
rate sensitivity gap (9,065,521)  (12,073,153) (21,912,378) (21,998,827)  (1,141,116) (2,292,896) -
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(d) Market risk management (cont’d.)

5. Yield/profit rate risk on IBS portfolio (cont’d.)

Non-yield/ Effective
Upto1 -3 3-12 -5 Over5  profit rate Trading yield/profit
Group month months months years years  sensitive books Total rate
30.6.20M RM'000 RM’000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 %
Assets
Cash and short-term funds 8159131 - - - - 1,525,038 - 9,684,169 3.04
Deposits and placements with
banks and other financial
institutions - 366,796 - - - 21,340 - 394,136 3.29
Securities held-for-trading - - - - - - 513,225 513,225 0.27
Securities available-for-sale 275,350 354,743 33665 2463437 2,671,079 - - 6,138,274 379
Securities held-to-maturity - - 50,543 30,000 91,350 - - 7,893 3.83
Financing and advances
- Non-impaired 1646530 2,004,103 1044383 5379513 21,676,459 - 46,250,988 5.33
- Impaired* 573,861 - - - - - - 573,861 -
- Collective allowance - - - - - (580,818) - (580,318) -
Derivative assets - - - - - - 14,646 14,646 -
Other assets - - - - - 4737314 - 4737314 -
Other non-yield/profit
sensitive balances - - - - - 1,076,715 - 1,076,715 -
Total Assets 25,154,872 2,125,642 1,468,591 7,872,950 24,438,838 6,785,589 527,87 68,974,403
Liabilities and Islamic
Banking Fund
Deposits from customers 24701773 7,486,042 811,720 8,436,309 - 2,154,426 - 50,890,270 2.56
Deposits and placements of
banks and other financial
institutions 3,785,981 66,373 1,598,485 2,338,657 564,515 2,938,066 - 1,292,077 2719
Bills and acceptances payable 370,242 607,467 047 - - 95,494 - 115,350 294
Derivative liabilities - - - - - - 53,504 53,504 -
Other liabilities - - - - - 175,494 - 175,494 -
Other non-yield/profit
sensitive balances - - - - - 52,931 - 52,931 -
Subordinated sukuk - - - - 1,010,637 - - 1,010,637 422
Total Liabilities 28,857,996 8,159,882 9,752,352 10,774,966 1,575,152 5,416,411 53,504 64,590,263
Islamic banking fund - - - - - 4384140 - 4384140
Total Liabilities and Islamic
Banking Fund 28,857,996 859,882 9752352 10,774,966 1575152 9,800,551 53504 68,974,403
On-balance sheet yield/profit
rate sensitivity gap (3703124)  (5434,240)  (8,283761)  (2902,016) 22,863,736 (3,014,962 474,367 -
Cumulative yield/profit
rate sensitivity gap (3703724)  (9137364) (17421125  (20,323)41) 2,540,595 (474,367) -

*  This is arrived after deducting the individual allowance from gross impaired financing outstanding.



(d) Market risk management (cont’d.)

6.

Sensitivity analysis for interest rate risk

The table below shows the sensitivity of the Group’s and Bank’s profit after tax to an up and down 100 basis point

parallel rate shock.

Bank

31.12.20M

Group
+100 basis - 100 basis
points points
RM’000 RM’000

+100 basis - 100 basis
points points
RM’000 RM’000

Impact to profit before tax
Impact to profit after tax

236,854 (236,854)
177,640 (177,640)

333,869 (333,869)
250,402 (250,402)

Group Bank
+100 basis -100 basis + 100 basis - 100 basis
points points points points
30.6.2011 RM’'000 RM’000 RM’000 RM’000
Impact to profit before tax 67,424 (67,424) 183,973 (183,973)
Impact to profit after tax 50,568 (50,568) 137,980 (137,980)

Impact to profit after tax is measured using Earnings-at-Risk (“EaR”) methodology which is simulated based on a set of

standardised rate shocks on the interest rate gap profile derived from the financial position of the Group and the Bank.

The interest rate gap is a mismatch of rate-sensitive assets and rate-sensitive liabilities taking into consideration the
earlier of contractual repricing date or remaining maturity date, behavioural assumptions of certain indeterminate
maturity products such as current and savings deposits to reflect the actual sensitivity behaviour of these interest

bearing liabilities.

Impact to revaluation reserve is assessed by applying rate shocks to the yield curve to model the impact on mark-to-
market financial assets of securities available-for-sale (“AFS”) portfolio.

Bank

31.12.20M

Group
+100 basis - 100 basis
points points
RM’000 RM’000

+100 basis - 100 basis
points points
RM’000 RM’000

Impact to revaluation reserve for AFS

(1,498,964) 1,498,964

(1,144,449) 1,144,449

Bank

30.6.2011

Group
+100 basis - 100 basis
points points
RM’000 RM’000

+100 basis -100 basis
points points
RM’'000 RM’000

Impact to revaluation reserve for AFS

(,041772) 2,041,772

(1,774,311) 1,774,311
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(d) Market risk management (cont’d.)
7.  Foreign exchange risk

Foreign exchange (“FX”) risk arises as a result of movements in relative currencies due to the Group’s operating
business activities, trading activities and structural foreign exchange exposures from foreign investments and capital
management activities.

Generally, the Group is exposed to three types of foreign exchange risk such as translation risk, transactional risk and
economic risk which are managed in accordance with the market risk policy and limits. The FX translation risks are
mitigated as the assets are funded in the same currency. In addition, the earnings from the Overseas Operations are
repatriated in line with Management Committees’ direction as and when required. The Group controls its FX exposures
by transacting in permissible currencies. It has an internal FX NOP to measure, control and monitor its FX risk and
implements FX Hedging strategies to minimise FX exposures. Stress Testing is conducted periodically to ensure
sufficient capital to buffer the FX risk.

The table below analyses the net foreign exchange positions of the Group and the Bank by major currencies, which are
mainly in Ringgit Malaysia, Singapore Dollar, the Great Britain Pound, Hong Kong Dollar, US Dollar, Indonesia Rupiah
and Euro. The “others” foreign exchange risk include mainly exposure to Japanese Yen, Renminbi, Philippine Peso,
Papua New Guinea Kina and Brunei Dollars.

Great Hong United
Malaysian  Singapore Britain Kong States  Indonesia

Group Ringgit Dollar Pound Dollar Dollar Rupiah Euro Others Total
31.12.20m RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM’000 RM’000 RM'000
Assets
Cash and short-term funds 28,446,354 1,834,145 442,182 144,252 13,072,706 1,552,572 981,149 2,615,728 49,089,088
Deposits and placements with

financial institutions 2,394,547 325,908 24,517 37195 2,700,949 (640,523) 82,225 1,528,160 6,452,978
Securities purchased under

resale agreements - 56 - - 1,221,601 - 175,578 - 1,397,235
Securities portfolio 41,777,484 10,473,000 1,270 552,634 7,730,572 3,284,920 525,660 3,695,824 68,051,364
Loans, advances and

financing 164,420,384 49,605,323 649,404 1,775,645 36,178,991 17,868,935 46,610 3,885,399 274,430,691
Derivative assets 4,949,831  (383,228) 6,859 3,183 (2,898,718) 30,287 18,305 227,957 1,954,476
Other assets 3,028,792 797,410 81,931 6,489 902,691 783,879 (31,881) 1,091,994 6,661,305
Investment properties 62,007 - - - - - - - 62,007
Statutory deposits with

Central Banks 6,025,005 1,790,084 - - 755,811 1,608,926 - 397,590 10,577,416
Interest in associates 42,873 1,233 - - 12,102 - - 2,350,254 2,406,462
Property, plant and equipment 1,070,817 857,449 23,680 4,435 18,818 329,802 - 67,533 2,372,534
Intangible assets 176,310 1,290,774 - 78,979 98 4,179,182 - 782,606 6,507,949
Deferred tax assets 1,168,683 3,485 55 548 10,021 214,442 - 24,700 1,421,934
Life, general takaful and

family takaful fund assets 19,587,123 - - - 316,189 - - - 19,903,312

Total Assets 213,150,210 66,595,639 1,239,898 2,603,360 60,021,831 29,212,422 1,797,646 16,667,745 451,288,751
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(d) Market risk management (cont’d.) We Are
Foreign exchange risk (cont’d.)
Strategy
Great Hong United
Malaysian  Singapore Britain Kong States  Indonesia Performance
Group Ringgit Dollar Pound Dollar Dollar Rupiah Euro Others Total
31.12.2011 (cont'd.) RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM'000 Business
Liablities Review
Deposits from customers 193,143,761 58,019,452 2,121,695 791,423 34,880,455 17,970,347 725,820 6,056,827 313,709,780 Responsibility
Deposits and placements of
banks and other financial
institutions 17,743,408 1,040,919 1,434,473 998754 10,120,852 2503 3242627 27442 36760978 | Leadership
Obligations on securities
sold under repurchase Governance
agreements - 189 - - - - 267,463 - 267,652
Bills and acceptances payable 3,965,351 141,524 86 M 31,083 6,195 2,758 45,664 4,472,872 ggﬁggal &
Derivative liabilities (1,042,797)  (1,708,431) (2,329,672)  (113,670) 10,288,687 105,320 (2,073,920)  (962,808) 2,162,709
Other liabilities 5,617,086 1,326,593 (57,m9) 378,428 545,475 1,348,148 5M 1,412,772 10,576,494 AGM
Recourse obligation on loans Information
sold to Cagamas 715,603 - - - - - - - 715,603
Provision for taxation and zakat (37,816) 196,253 99 35,862 7,644 64,950 - 53,220 320,212
Deferred tax liabilities 128,451 64,324 - 131 (3,313) 23,983 - 50,029 263,605
Borrowings 2,907 438,693 - 291,031 4,006,480 1,945,304 - 500,815 7,185,230
Subordinated obligations 10,192,940 2,444,500 - - 948,202 574,911 - - 14,160,553
Capital securities 4,612,825 1,500,936 - - - - - - 6,113,761
Life, general takaful and family
takaful fund liabilities 2,886,864 - - - (760) - - - 2,886,104
Life, general takaful and
family takaful fund policy
holders’ funds 17,012,020 - - - 5,188 - - - 17,017,208
Total Liabilities 254,940,603 63,464,952 1,169,562 2,382,170  61]09,993 22,041,661 2,169,859 9,333,961 416,612,761
On-balance sheet open
position 18,209,607 3,130,687 70,336 21,190  (1,088,162) 7,170,761 (372,213) 7,333,784 34,675,990
Less: Derivative assets (4,949,831) 383,228 (6,859) (3,183) 2,898,718 (30,287) (18,305)  (227,957) (1,954,476)
Add: Derivative liabilities (1,042,797)  (307,078) (2,329,672)  (113,670) 10,288,687 105,320  (2,073,920)  (962,808) 3,564,062
Add: Net forward position 5121,509 2,216,499 2,187,016 185,456 (13,269,485) 411,802 2,355,968  (566,452)  (1,357,687)
Net open position 17,338,488 5,423,336 (79,179) 289,793  (1,170,242) 7,657,596 (108,470) 5,576,567 34,927,889
Net structural currency
exposures - 5191021 (191,060) 553,540 399,926 6,924,421 (30) 4,313,068 17,190,986
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(d) Market risk management (cont’d.)

7.  Foreign exchange risk (cont’d.)

Great Hong United
Malaysian  Singapore Britain Kong States  Indonesia

Group Ringgit Dollar Pound Dollar Dollar Rupiah Euro Others Total
30.6.201M RM’000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000
Assets
Cash and short-term funds 24378320 1,589,663 243,560 20243 8571232 1412497 483983 1,897,021 38,803,519
Deposits and placements with

financial institutions 926,841 1,289,991 - 145,366 6,438,102 730,574 28,838 731,801 10,291,513
Securities portfolio 35815014 8734979 7,815 466,788 8,986,894 3,273,998 781469 2972,293 61,039,250
Loans, advances and

financing 156,451,343 46,562,954 532,854 1682008 29712949 16179917 68919 2785482 253,976,426
Derivative assets 5520302 2,038,415 3,084 - (6076,457) 1,450 2,640 162,748 1,652,182
Other assets 3,196,235 1,655,031 26984 1095323 (1,067,212) 564,691 70,833 993,637 6,735,522
Investment properties 45,051 - - - - - - - 45,051
Statutory deposits with

Central Banks 3,607,105 1523923 - - 616,312 1435613 - 515472 7,698,425
Interest in associates 41,084 - - - 11,024 - - 2,387,546 2,439,654
Property, plant and equipment 944,806 818,159 23,726 2181 18,425 31,155 - 50,534 2,168,986
Intangible assets 175,647 928,558 - 157,710 B3 4227488 - 1019512 6,509,048
Deferred tax assets 179,075 19,807 (16,677) 8,962 8,888 189,883 - 12767 1,402,705
Life, general takaful and

family takaful fund assets 18,926,832 - - - 269,581 - - - 19196413
Total Assets 251,207,655 65161480 1026346 3780581 47489871 28327266 1436682 13,528,813 411,958,694
Liabilities
Deposits from customers 180,290,310 50,827,474 2,192,017 291,285 26,377,848 17,179,087 732139 4,086,219  281976,379
Deposits and placements

of banks and other financial

institutions 15,837,470 715,867 765,707 2,401,238 8,269,081 193,189 3,555,792 1,565,311 33,303,655
Obligations on securities

sold under repurchase

agreements - 98,147 - - - - 275,415 - 373,562
Bills and acceptances payable 7,968,587 194,069 85 467 303,127 3,29 540 23307 8513401
Derivative liabilities 1213381 1,204,635 (4,828) @) (1,013,629 (2392) (7,507) 14429 1,533,935
Other liabilities 4631624 2,872,467 24197 611,963 199773 1,341,826 34,031 1595973 11,311,854
Recourse obligation on loans

sold to Cagamas 528,285 - - - - - - - 528,285
Provision for taxation and zakat (68,778) 213,163 (27186) 22,752 101 (47,698) - 42,266 134,620
Deferred tax liabilities 129,401 83,491 - - (2,364) 21,952 - 15,412 247,892



(d) Market risk management (cont’d.)

7.

Foreign exchange risk (cont’d.)

Great Hong United
Malaysian  Singapore Britain Kong States  Indonesia

Group Ringgit Dollar Pound Dollar Dollar Rupiah Euro Others Total
30.6.2011 (cont'd.) RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Borrowings 1,551 532,738 2,093 - 3551063 1,281,066 - 78609 5447120
Subordinated obligations 7155503 2,424,039 - - 900,880 320,17 - - 10,800,539
Capital securities 4,611,853 1,508,921 - - - - - - 6,120,774
Life, general takaful and family

takaful fund liabilities 5,406,865 - - - 1735 - - - 5408600
Life, general takaful and

family takaful fund policy

holders’ funds 13,782,967 - - - 4,846 - - - 1378183
Total Liabilities 241489019 60675011 2952,085 3327684  38592,461 20310366 4,590,410 7551393 379,488,429
On-balance sheet open

position 9718636 4,486,469  (1925739) 452,897 8897410 8016900  (3153728) 5977420 32,470,265
Less: Derivative assets (5520,302)  (2,038,419) (3,084) - 6076457 (1,450) (2640)  (162748)  (1,65282)
Add: Derivative liabilities 123381 1,204,635 (4,828) 21 (1013,629) (2392) (7507) 14429 1533935
Add: Net forward position 4,447,897 181,791 1,797,621 125949 (15,535,771) 289193 2,690,517 (1,217,605)  (7,220,408)
Net open position 9859612 3834480  (136030) 578825  (1575533) 8302251  (4733%) 4741363 25131610
Net structural currency

exposures - 41076 (34,681) 685,693 639475 6,982,262 (29) 4458712 17,429,668

Great Hong United
Malaysian  Singapore Britain Kong States  Indonesia

Bank Ringgit Dollar Pound Dollar Dollar Rupiah Euro Others Total
31.12.2011 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000 RM'000 RM’000 RM'000
Assets
Cash and short-term funds 18,626,400 1,242,046 404,527 66,716 13,219,918 48,243 824,080 1,534,649 35,966,579
Deposits and placements with

banks and other financial

institutions 1,920,896 201,370 24,517 1,886 2,767,634 - 82,225 1,247,565 6,246,093
Securities purchased under

resale agreements - 56 - - 1,221,601 - 175,578 - 1,397,235
Securities portfolio 34,611,839 10,255,700 11,084 417,703 6,117,827 896,348 453,090 2,385,647 55,749,238
Loans, advances and

financing 116,117,728 49,097,516 617,929 1,674,663 25,228,724 - 46,500 1,391,025 194,174,085
Derivative assets 4,471,305 (383,735) 5,857 3,183 (2,391,289) 16 18,307 225700 1,949,344
Other assets 1,093,104 213,202 81,023 (69158) 358,750 - (34,445) 597,957 2,240,433
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(d) Market risk management (cont’d.)

7.

Foreign exchange risk (cont’d.)

Great Hong United
Malaysian  Singapore Britain Kong States  Indonesia

Bank Ringgit Dollar Pound Dollar Dollar Rupiah Euro Others Total
31.12.2011 (cont'd.) RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000
Statutory deposits with

Central Banks 4,190,100 1,790,084 - - 95,276 - - 19,669 6,095,129
Investment in subsidiaries 3,466,028 2,852,896 - 173,400 223,443 6,664,094 - 3,850,341 17,230,202
Interest in associates 15,315 - - - 6,140 - - 435,057 456,512
Property, plant and equipment 966,131 295,499 23,372 1,861 9,809 - - 2,219 1,298,891
Intangible assets 156,413 16,515 - 341 72 - - 592 173,933
Deferred tax assets 866,042 (3,722) - - (27128) - - 6,971 867,163
Total Assets 186,501,301 65,577,427 1,168,309 2,270,595 47,455,777 7,608,701 1,565,335 11,697,392 323,844,837
Liabilities
Deposits from customers 136,821,989 58,019,135 2,109,741 792,238 20,750,596 - 373,665 4,027,929 222,895,293
Deposits and placements of

banks and other financial

institutions 14,091,501  1,041975 1,440,677 1,000,086 12,483,908 - 3401715 2,095,730 35,555,592
Obligations on securities

sold under repurchase

agreements - 189 - - - - 267,463 - 267,652
Bills and acceptances payable 3,463,505 141,524 86 pill 1,872 1,366 198 1,379 3,610,141
Derivative liabilities (1,072,50)  (1,708,514) (2,330,491)  (113,670) 10,251,618 85,405  (2,073,936)  (965,531) 2,072,731
Other liabilities 4,683,814 283,613 (54,344) (8,429)  1,41,019 88 (16,806) 5,23 6,351,178
Deferred tax liabilities - - - - (3,313) - - 3,313 -
Recourse obligation on loans

sold to Cagamas 715,603 - - - - - - - 715,603
Provision for taxation and zakat (213,764) 176,761 - 29,798 7,200 - - 5 -
Borrowings 2,907 - - 233,891 3,562,184 - - 409,300 4,208,282
Subordinated obligations 9,182,217 2,444,500 - - 948,202 - - - 12,574,919
Capital securities 4,612,825 1,500,936 - - - - - - 6,113,761
Total Liabilities 172,288,447 61,900,119 1,165,669 1,934,125 49,413,286 86,859 1,952,299 5,624,348 294,365,152
On-balance sheet open

position 14,212,854 3,677,308 2,640 336,470  (1,957,509) 7,521,842  (386,964) 6,073,044 29,479,685
Less: Derivative assets (4,47,305) 383,735 (5,857) (3783) 2,391,289 (16) (18,307)  (225,700) (1,949,344)
Add: Derivative liabilities (1,072,150)  (1,708,514) (2,330,49T)  (113,670) 10,251,618 85,405 (2,073,936)  (965,531) 2,072,731
Add: Net forward position 5121181 2,194,785 2,213,467 188,635  (12,482,175) (77,079) 2,356,423  (548,510) (1,033,273)
Net open position 13,790,580 4,547,314  (120,241) 408,252  (1,796,777) 7,530,152 (122,784) 4,333,303 28,569,799
Net structural currency

exposures - 5204491  (191,060) 492,624 106,903 6,664,094 (30) 4,450,909 16,727,931




45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(d) Market risk management (cont’d.)

7.

Foreign exchange risk (cont’d.)

Great Hong United
Malaysian  Singapore Britain Kong States  Indonesia

Bank Ringgit Dollar Pound Dollar Dollar Rupiah Euro Others Total
30.6.20M RM’000 RM’000 RM'000 RM'000 RM’000 RM'000 RM’000 RM'000 RM'000
Assets
Cash and short-term funds 13,866,500 760,416 203,623 51,515 943,271 24,052 297,895 1,456,524 25,803,796
Deposits and placements with

banks and other financial

institutions 509,940 1,187,932 - - 5681045 - 28,838 26716 7644471
Securities portfolio 31,670,315 8,419914 7,815 330,064 6,960,488 906,419 688,796 2,502,620 51,486,431
Loans, advances and

financing 112,189,452 45,932,056 532,854 1,559,067 20,202,559 - 68314 1,088,542 181,572,844
Derivative assets 5,514,619 2,037,088 2,421 - (6,091473) - 1190 162,570 1,626,415
Other assets 723,563 624,961 237,897 906,048 (1,458,726) (20,205) 88,022 318,805 1,420,365
Statutory deposits with

Central Banks 2,693,100 1523923 - - 76,579 - - 19,514 4313116
[nvestment in subsidiaries 3,466,028 2,509,623 - 517,347 71,844 6,725,145 - 3,780,405 17,070,392
Interest in associates 13,215 - - - 6,140 - - 435,057 454 412
Property, plant and equipment 838,227 296,406 23,383 1,047 8,929 - - 2191 1170183
Intangible assets 160,794 15,867 - 436 7 - - % 177,210
Deferred tax assets 905,462 19,807 (16,732) 8,436 (3,261) - - 7125 920,837
Total Assets 172,551,215 63,327,993 991,261 3373960 34,597,472 7,635,411 173,055 10,010,165 293,660,532
Liabilities
Deposits from customers 133173509 50,786,058 2,158,896 292,031 12,224,258 - 379654 2,451,002 201,465,408
Deposits and placements of

banks and other financial

institutions 1,610,175 715,867 764,837 2,401,928 1,203,191 - 3,230,595 1,515,082 31,441,675
Obligations on securities

sold under repurchase

agreements - 98,147 - - - - 275,415 - 373,562
Bills and acceptances payable 6,914,978 194,039 84 467 1,888 1,463 M 2,543 15,673
Derivative liabilities 1068739 1,204,635 (5,360) (28)  (1,080,199) (2,461) (7,603) 168,588 1,446,311
Other liabilities 2923922 1,256,698 21,967 67907 (121,493) 101 m312) 102366 4,240,156
Deferred tax liabilities - - - - (2,472) - - 2472 -
Recourse obligation on loans

sold to Cagamas 528,285 - - - - - - - 528,285
Provision for taxation and zakat (184,522) 195,363 (27,283) 16,558 (584) - - 468 -
Borrowings 1,551 - - - 3,418,948 - - - 3420499
Subordinated obligations 6,184,867 2,424,039 - - 900,880 - - - 9,509,786
Capital securities 4,611,853 1,508,921 - - - - - - 6,120,774
Total Liabilities 166,933,357 58,383,767 2913041 2778863 26,544,417 (897) 3,866,960 4242521 265,662,129
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(d) Market risk management (cont’d.)

7.  Foreign exchange risk (cont’d.)

Great Hong United
Malaysian  Singapore Britain Kong States  Indonesia

Bank Ringgit Dollar Pound Dollar Dollar Rupiah Euro Others Total
30.6.2011 (cont'd.) RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000 RM'000
On-balance sheet open

position 5617,858 4944226 (1,921,880) 595097 8,053,055 7636308 (2693905 5767644 27998403
Less: Derivative assets (5,514,619)  (2,037,088) (2,421) - 609148 - (1190)  (162570) (1,626,415
Add: Derivative liabilities 1068739 1,204,635 (5360) (28)  (1,080,199) (2,461) (7,603) 168,588 1,446,311
Add: Net forward position 4,447,897 183,912 1,811,055 126386 (15,216,381) 19704 2680518 (1,205679)  (7152,588)
Net open position 5119875 4,295,685 (118,606) 721455 (2152,052) 7,653,551 (22780) 4567983 20,665,711
Net structural currency

exposures - 4624781 (34,681) 797,507 98311 6,725,145 (29) 43718948 16,589,382

Net structural foreign currency position represents the Group’s and the Bank’s net investment in overseas operations.
This position comprises the net assets of the Group’s and the Bank’s overseas branches, investments in overseas
subsidiaries and long term investments in overseas properties.

Where possible, the Group and the Bank mitigate the effect of currency exposures by funding the overseas operations
with borrowings and deposits received in the same functional currencies of the respective overseas locations. The

foreign currency exposures are also hedged using foreign exchange derivatives.

The structural currency exposures of the Group and the Bank as at the reporting dates are as follows:

Structural currency

Group exposures in overseas Hedges by funding in Net structural
Currency of structural exposures operations respective currencies currency exposures
31.12.20M RM’000 RM’000 RM’000
Singapore Dollar 8,074,584 (2,883,463) 5,191,121
Great Britain Pound (191,060) - (191,060)
Hong Kong Dollar 553,540 - 553,540
United States Dollar 942,947 (543,021) 399,926
Indonesia Rupiah 6,924,421 - 6,924,421
Others 4,313,038 - 4,313,038
20,617,470 (3,426,484) 17,190,986
30.6.2011
Singapore Dollar 7,280,196 (2,539,120) 4,741,076
Great Britain Pound (34,681) - (34,681)
Hong Kong Dollar 685,693 - 685,693
United States Dollar 1,010,032 (370,557) 639,475
Indonesia Rupiah 6,982,262 - 6,982,262
Others 4,415,843 - 4,415,843

20,339,345 (2,909,677) 17,429,668




Sensitivity analysis for foreign exchange risk

Foreign currency risk

Foreign exchange risk arises from the movements in exchange rates that adversely affect the revaluation of the Group
and the foreign currency positions. Considering that other risk variables remain constant, the foreign currency
revaluation sensitivity for the Group and the Bank on their unhedged position is as follows:

Group Bank
1% 1% 1% 1%
appreciation  depreciation = appreciation  depreciation
31.12.20M RM’000 RM’000 RM’000 RM’000
Impact to profit after tax (15,199) 15,199 (20,861) 20,861
Group Bank
1% 1% 1% 1%
appreciation  depreciation  appreciation  depreciation
30.6.2011 RM’000 RM’000 RM’000 RM’000
Impact to profit after tax (65,563) 65,563 (8,839) 8,839

Interpretation of Impact

The Group and the Bank measure the foreign exchange sensitivity based on the foreign exchange net open positions
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Structural currency
Bank exposures in overseas Hedges by funding in Net structural Performance
Currency of structural exposures operations respective currencies currency exposures
31.12.2011 RM’000 RM’000 RM’000
Business
Singapore Dollar 8,086,721 (2,882,230) 5,204,491 Review
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Hong Kong Dollar 492,624 - 492,624 Responsibility
United States Dollar 467,577 (360,674) 106,903
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19,499,058 (2,909,676) 16,589,382

(including foreign exchange structural position) under an adverse movement in all foreign currencies against reporting
currency (MYR). The result implies that the Group and the Bank may be subject to additional translation (losses)/gains
if MYR appreciated/depreciated against other currencies and vice versa.
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(e) Liquidity risk management

1.

Liquidity risk management overview
Liquidity risk management

Liquidity is the ability of the Group to fund
increases in assets and meet obligations as they
come due, without incurring unacceptable losses.

Generally, there are two types of liquidity risk
which are funding liquidity risk and market liquidity
risk. Funding liquidity risk is the risk that the firm
will not be able to meet efficiently both expected
and unexpected current and future cash flow needs
without affecting either daily operations or the
financial condition of the firm. Market liquidity risk
is the risk that a firm cannot easily offset or
eliminate a position at the market price because of
inadequate market depth or market disruption.

Liquidity policies and frameworks are reviewed
annually and endorsed by ALCO and approved by
RMC prior to implementation. The Group’s liquidity
risk position is actively discussed and managed at
the ALCO and RMC on a monthly basis in line with
the approved guidelines and policies.

Liquidity risk management framework

The Group has taken BNM’s Liquidity Framework
and leading practices as a foundation to manage
and measure its liquidity risk exposure. The
Group also uses a range of tools to monitor and
control liquidity risk exposure such as liquidity
gap, early warning signals, liquidity indicators and
stress testing. The liquidity positions of the
Group are monitored regularly against the
established policies, procedures and limits.

Diversification of liquidity sources

The Group has a diversified liability structure to
meet its funding requirements. The primary
source of funding includes customer deposits,
interbank deposits, debt securities, swap market,
bank loan syndication and medium term funds.
The Group also initiates and implements strategic
fund raising programmes as well as institutes
standby lines with external parties on a need
basis. Sources of liquidity are regularly reviewed
to maintain a wide diversification by currency,
provider, product and term.

Management of liquidity risk

For day-to-day liquidity management, the
treasury operations will ensure sufficient funding

to meet its intraday payment and settlement
obligations on a timely basis. Besides, the process
of managing liquidity risk also includes:

*  Maintaining a sufficient amount of
unencumbered high quality liquidity buffer
as a protection against any unforeseen
interruption to cash flow;

. Managing short and long-term cash flow via
maturity mismatch report and various
indicators;

. Monitoring depositor concentration at
entity and Group level to avoid undue
reliance on large depositors;

- Managing liquidity exposure by domestic
and significant foreign currencies;

. Diversifying funding sources to ensure
proper funding mix;

. Conducting liquidity stress testing under
various scenarios as part of prudent liquidity
control;

. Maintaining a robust contingency funding
plan that includes strategies, decision-
making authorities, internal and external
communication and courses of action to be
taken under different liquidity crisis
scenarios; and

. Conducting Contingency Funding Plan
(“CFP”) testing to examine the effectiveness
and robustness of the plans.

Stress testing and contingency funding plan

The Group uses stress testing and scenario
analysis to evaluate the impact of sudden stress
events on liquidity position. Scenarios are based
on hypothetical events that include bank specific
crisis and general market crisis scenarios. The
stress test result provides an insight of the
Group’s funding requirements during different
levels of stress environments and is closely linked
to the Group’s CFP, which provides a systemic
approach in handling any unexpected liquidity
disruptions. The plan encompasses strategies,
decision-making authorities, internal and external
communication and courses of action to be taken
under different liquidity crisis scenarios.

The Group performs CFP tests regularly to ensure
the effectiveness and operational feasibility of
the CFP. The key aspects of the testing are to
focus on the preparedness of key senior
management and their respective alternate in
handling a simulated distress funding situation. It
also provides exposure and develops capabilities
on how to respond to a liquidity crisis situation
and operate effectively with each other under
challenging circumstances.



(e) Liquidity risk management (cont’d.)

2.

Contractual maturity of total assets and liabilities

The table below analyses assets and liabilities (inclusive of non-financial instruments) of the Group and the Bank in the
relevant maturity tenures based on remaining contractual maturities. The disclosure is made in accordance with the
requirement of revised BNM’s GP8 “Guidelines on Financial Reporting for Banking Institutions”

Upto1 >1to3 »3to6  »6 months >1to3 »3t05 Over5 No-specific

Group month months months  to1year years years years  maturity Total
31.12.20m RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM’000 RM'000 RM'000
Assets
Cash and short-term funds 46,991,436 1,135,147 241,370 721,135 - - - - 49,089,088
Deposits and placements

with financial institutions 1,416,644 4,104,305 812,078 113,973 5,978 - - - 6,452,978
Securities purchased under

resale agreements 1,397,235 - - - - - - - 1,397,235
Securities portfolio 6,559,296 6,650,046 5,368,530 4,542,174 10,858,255 10,513,207 22,103,911 1,455,945 68,051,364
Loans, advances and

financing 41,953,886 22,236,930 12,271,284 10,513,707 33,714,451 34,090,159 119,511,123 139,151 274,430,691
Derivative assets 137,975 100,319 106,007 229,485 413,438 261,591 200,666 504,995 1,954,476
Other assets 1,761,446 995,107 272,120 722,044 39,288 7,403 16,885 2,847,012 6,661,305
Investment properties - - - - - - - 62,007 62,007
Statutory deposits with

Central Banks - - - - - - - 10,577,416 10,577,416
Interest in associates - - - - - - - 2,406,462 2,406,462
Property, plant and equipment - - - - - - - 2,312,534 2,372,534
Intangible assets - - - - - - - 6,507,949 6,507,949
Deferred tax assets - - - - - - - 1,421,934 1,421,934
Life, general takaful and

family takaful fund assets 2,101,419 398,837 89,913 692,554 2,068,411 3,513,638 7,733,944 3,304,596 19,903,312
Total assets 102,319,337 35,620,691 19,161,302 17,535,072 47,099,821 48,385,998 149,566,529 31,600,001 451,288,751
Liabilities
Deposits from customers 194,434,853 44,819,625 26,823,380 30,782,612 13,122,436 3,533,000 193,874 - 313,709,780

Deposits and placements of
banks and other financial

institutions 22,002,141 10,094,987 1,873,570 1,294,015 1,081,594 414,6T - - 36,760,978
Obligations on securities

sold under repurchase

agreements 267,652 - - - - - - - 267,652
Bills and acceptances payable 2,500,575 1,602,766 271,467 47,999 - - - 44,065 4,472,872
Derivative liabilities 180,017 96,704 68,508 77944 220,880 312,633 251,620 954,403 2,162,709
Other liabilities 7,671,631 101,671 60,588 157,455 68,141 169,551 181,079 2,166,378 10,576,494
Recourse obligation on loans

sold to Cagamas - - - - 491,009 224,594 - - 715,603

Provision for taxation and zakat 5173 3,760 15,847 12,383 - - - 283,049 320,212
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(e) Liquidity risk management (cont’d.)

2.

Contractual maturity of total assets and liabilities (cont’d.)

The table below analyses assets and liabilities (inclusive of non-financial instruments) of the Group and the Bank in the
relevant maturity tenures based on remaining contractual maturities. The disclosure is made in accordance with the
requirement of revised BNM’s GP8 “Guidelines on Financial Reporting for Banking Institutions” (cont’d.):

Uptol sto3 »3to6  »6 months >1to3 »3to5 Over5 No-specific

Group month months months  to1year years years years  maturity Total
31.12.2011 (cont'd.) RM’000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Deferred tax liabilities - - - - - - - 263,605 263,605
Borrowings 544,861 382,715 201,950 470,065 513,009 2,440,493 2,632,137 - 7785230
Subordinated obligations - - 71,319 - - - 14,083,234 - 14,160,553
Capital securities - - 47,061 - - - 6,066,700 - 6,113,761
Life, general takaful and

family takaful fund liabilities 93,121 - - - - - - 2792983 2,886,104
Life, general takaful and

family takaful policy

holders’ fund - - - - - - - 17,017,208 17,017,208
Total liabilities 227,700,024 57,102,228 29,445,690 32,842,473 15,497,069 7,094,942 23,408,644 23,521,691 416,612,761
Net liquidity gap (125,380,687) (21,481,537) (10,284,388) (15,307,401) 31,602,752 41,291,056 126,157,885 8,078,310 34,675,990

Uptol to3 »3to6  >6 months to3 »3to5 Over5 No-specific

Group month months months to1year years years years maturity Total
30.6.201M RM’000 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000 RM'000 RM’000
Assets
Cash and short-term funds 37,054,615 937154 664,676 147,074 - - - - 38803519
Deposits and placements

with financial institutions 2752813 5378824 2,042,325 116,778 m - - - 1029151
Securities purchased under

resale agreements - - - - - - - - -
Securities portfolio 2786934 1453069 1959278 3507012 14035987  13,068107 22957403 1271460 61,039,250
Loans, advances and

financing 29815968 13971,886  TN7363  13,061507 27181422 35685924  123]42,356 - 253976426
Derivative assets 90,627 82,537 44,030 396,334 316,841 259718 462,095 - 1,652,182
Other assets 2,740,460 51,982 74606 2,434,55 140,908 - - 1293010 6735522
Investment properties - - - - - - - 45,051 45,051
Statutory deposits with

Central Banks - - - - - - - 7698425 7,698,425



45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)

(e) Liquidity risk management (cont’d.)

2.

Contractual maturity of total assets and liabilities (cont’d.)

The table below analyses assets and liabilities (inclusive of non-financial instruments) of the Group and the Bank in the

relevant maturity tenures based on remaining contractual maturities. The disclosure is made in accordance with the
requirement of revised BNM’s GP8 “Guidelines on Financial Reporting for Banking Institutions” (cont’d.):

Uptol sto3 »3to6  »6 months >1to3 »3to5 Over5 No-specific

Group month months months  to1year years years years  maturity Total
30.6.2011 (cont'd.) RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000
Interest in associates - - - - - - - 2439654 2,439,654
Property, plant and equipment - - - - - - - 216898 2168986
Intangible assets - - - - - - - 6509048 6,509,048
Deferred tax assets - - - - - - - 1402705 1,402,705
Life, general takaful and

family takaful fund assets 161,646 104,950 207,824 587584 1,288,832 4,086,871 8108660 3,650,046 19196413
Total assets 76,403123  21980,402  1610]02 20,250,845 42,964,703  53100,620 154,670,514  26,478385 411,958,694
Liabilities
Deposits from customers 184,435,267 41,861,138 22,648,482 26,475,249 5148338 1,306,602 101,303 - 281976379
Deposits and placements of

banks and other financial

institutions 15237315 9068513 2,092,054 1333571 1,343,668 856,547 3,371,987 - 3330365
Obligations on securities

sold under repurchase

agreements 373,562 - - - - - - - 373,562
Bills and acceptance payable 4318064 3,462,596 635,917 96,824 - - - - 8,513,401
Derivative liabilities 115,560 76,569 55,820 731 136,139 398,886 679,230 - 1,533,935
Other liabilities 6,921,874 68,413 865,608 176,535 280,561 192,734 - 2,806,129 11,311,854
Recourse obligation on loans

sold to Cagamas - 9,357 - - 248934 269,994 - - 528,285
Provision for taxation and zakat 112,597 9372 63 12,586 2 - - - 134,620
Deferred tax liabilities - - - - - - - 247,892 247,892
Borrowings 133,077 181,468 539,807 209,286 34,604 303642 4,045,236 - 5447120
Subordinated obligations - - - - - - 10,800,539 - 10,800,539
Capital securities - - - - - - 6,120,774 - 6,120,774
Life, general takaful and

family takaful fund liabilities - - - - - - - 5408600 5408600
Life, general takaful and

family takaful policy

holders' fund - - - - - - - BRI 13787813
Total liabilities 647316 54737426 26837751 28375782 7192246 3328405  25119,069 22,250,434 379,488,429
Net liquidity gap (135,244193)  (32,757,024)  (10,727,649)  (8)24,937)  35772,457 49,772,215 129,551,445 4227951 32,470,265
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(e) Liquidity risk management (cont’d.)
2. Contractual maturity of total assets and liabilities (cont’d.)

The table below analyses assets and liabilities (inclusive of non-financial instruments) of the Group and the Bank in the
relevant maturity tenures based on remaining contractual maturities. The disclosure is made in accordance with the
requirement of revised BNM’s GP8 “Guidelines on Financial Reporting for Banking Institutions”:

Uptol »1to3 »3to6  »6 months »1to3 »3to5 Over5 No-specific

Bank month months months  toTyear years years years  maturity Total
31.12.20M RM'000 RM’000 RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM'000
Assets
Cash and short-term funds 33,868,927 1,135,147 241,370 721,135 - - - - 35,966,579
Deposits and placements

with financial institutions 1,065,324 4,540,091 551,849 88,829 - - - - 6,246,093
Securities purchased under

resale agreements 1,397,235 - - - - - - - 1,397,235
Securities portfolio 5,304,518 4,841,060 3,504,834 4,048,021 12,711,721 8,339,801 16,547,447 451,836 55,749,238
Loans, advances and

financing 33,875,579 18,868,921 8,641,618 6,392,937 25,049,774 20,734,485 80,607,405 3,366 194,174,085
Derivative assets 120,614 154,080 97,010 229,149 389,351 253,765 200,381 504,994 1,949,344
Other assets 1,141 980,559 125,440 683,229 35,322 - 1931 396,805 2,240,433
Statutory deposits with

Central Banks - - - - - - - 6,095,129  6,095129
Investment in subsidiaries - - - - - - - 17,230,202 17,230,202
Interest in associates - - - - - - - 456,512 456,512
Property, plant and equipment - - - - - - - 1,298,891 1,298,891
Intangible assets - - - - - - - 173,933 173,933
Deferred tax assets - - - - - - - 867,163 867,163
Total assets 75,643,338 30,519,858 13,162,121 12,163,300 38,186,168 29,328,051 97,363,170 27,478,831 323,844,837
Liabilities
Deposits from customers 146,157,424 26,820,435 18,900,520 22,832,219 7,567,224 545,219 72,252 - 222,895,293

Deposits and placements of
banks and other financial

institutions 21,334,731 9,752,848 1,865,504 1,273,059 952,622 376,822 - - 35,555,592
Obligations on securities

sold under repurchase

agreements 267,652 - - - - - - - 267,652
Bills and acceptances payable 2,135,524 1,412,246 17,707 44,456 - - - 208 3,610,141
Derivative liabilities 158,929 91,679 68,054 76,936 200,314 290,188 232,240 954,391 2,072,731
Other liabilities 5,952,336 - - - - - 141,625 257,217 6,351,178
Recourse obligation on loans

sold to Cagamas - - - - 491,009 224,594 - - 715,603
Borrowings 108,210 63,540 - - - 2,223,900 1,812,632 - 4,208,282
Subordinated obligations - - 71,319 - - - 12,497,600 - 12,574,919
Capital securities - - 47,061 - - - 6,066,700 - 6,113,761
Total liabilities 176,114,812 38,140,748 20,976,165 24,226,670 9,211,169 3,660,723 20,823,049 1,211,816 294,365,152

Net liquidity gap (100,471,474) (7,620,890) (7,814,044) (12,063,370) 28,974,999 25,667,328 76,540,121 26,267,015 29,479,685




45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)

(e) Liquidity risk management (cont’d.)

2.

Contractual maturity of total assets and liabilities (cont’d.)

The table below analyses assets and liabilities (inclusive of non-financial instruments) of the Group and the Bank in the

relevant maturity tenures based on remaining contractual maturities. The disclosure is made in accordance with the
requirement of revised BNM’s GP8 “Guidelines on Financial Reporting for Banking Institutions”:

Uptol >1to3 »3to6  »6 months >1to3 »3to5 Over5 No-specific

Bank month months months  to1year years years years  maturity Total
30.6.20M RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM’000 RM'000 RM'000
Assets
Cash and short-term funds 24,054,891 937,154 664,676 147,075 - - - - 25,803,796
Deposits and placements

with financial institutions 2,676,004 3,434,4m 1,426,511 107,545 - - - - 7,644,471
Securities purchased under

resale agreements - - - - - - - - -
Securities portfolio 1,859,155 888107 1668987 2,852,441 12871901 8585286 22,218,555 541999 51,486,431
Loans, advances and

financing 24339786 10734153 9343833 8672015 1817419 22,244,753 88,420,885 - 181,572,844
Derivative assets 85,880 73,792 3719 396,326 311,408 259,718 462,095 - 1,626,415
Other assets 916,048 1,850 7,714 35,549 - - - 439144 1,420,365
Statutory deposits with

Central Banks - - - - - - - 4313116 4313116
Investment in subsidiaries - - - - - - - 17070392 17,070,392
Interest in associates - - - - - - - 454,412 454 412
Property, plant and equipment - - - - - - - 1170183 170,183
Intangible assets - - - - - - - 177,210 177,210
Deferred tax assets - - - - - - - 920,837 920,837
Total assets 53,931,764 16,079,467 13158977 12210951 31,000,728 31,089,757 T101,535 25,087,353 293,660,532
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(e) Liquidity risk management (cont’d.)
2. Contractual maturity of total assets and liabilities (cont’d.)

The table below analyses assets and liabilities (inclusive of non-financial instruments) of the Group and the Bank in the
relevant maturity tenures based on remaining contractual maturities. The disclosure is made in accordance with the
requirement of revised BNM’s GP8 “Guidelines on Financial Reporting for Banking Institutions”:

Uptol >1to3 »3to6  »6 months >1to3 »3to5 Over5 No-specific

Bank month months months  to1year years years years  maturity Total
30.6.2011 (cont'd.) RM’000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Liabilities

Deposits from customers 127748337 27]54741 16765085 23781801 4975638 938,502 101,304 - 201,465,408

Deposits and placements of

banks and other financial

institutions 15237061 8997797 1,586,637 2901 1,201,968 815610 3,363,491 - 3440675
Obligations on securities

sold under repurchase

agreements 373,562 - - - - - - - 373,562
Bills and acceptances payable 3727614 2,810,320 544,435 33,304 - - - - 715,673
Derivative liabilities 95,028 64,024 52,690 68,014 129372 357,952 679,231 - 1,446,311
Other liabilities 3,382,945 12,522 550,067 5130 - - - 289,492 4,240,156
Recourse obligation on loans

sold to Cagamas - 9,357 - - 248,934 269994 - - 528,285
Borrowings 1,551 - 120,920 - - - 329,028 - 3,420,499
Subordinated obligations - - - - - - 9509786 - 9509786
Capital securities - - - - - - 6,120,774 - 6,120,774
Total liabilities 150,566,198 39048761 19619834 24127260 6555912 2,382,058 23,072,614 289,492 265,662,129

Net liquidity gap (96,634,434)  (22969,294)  (6,460,857)  (11916,309) 24,444,816 28707699  88,028921 24,797,861 27,998,403




(e) Liquidity risk management (cont’d.)
3.

Contractual maturity of financial liabilities on an undiscounted basis

The tables below present the cash flows payable by the Group and the Bank under non-derivative financial liabilities by

remaining contractual maturities at the end of the reporting period. The amounts disclosed in the table are the
contractual undiscounted cash flow. The Group and the Bank manage inherent liquidity risk based on discounted

expected cash flows. (cont'd.)

Upto1l »1to3 »3t06  »6 months sTto3 »3t05 Over5

Group month months months  toTyear years years years Total
31.12.20M RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Non-derivative liabilities
Deposits from customers 195,727,453 44,281,956 27,035,959 31,399,808 13,339,813 3,680,477 150,895 315,622,361
Deposits and placements of banks

and other financial institutions 25,526,373 10,663,099 1,799,923 1,157,401 831,913 461,429 - 40,440,138
Obligations on securities sold under

repurchase agreements 267,685 - - - - - - 267,685
Bills and acceptances payable 6,374,523 6,664,123 3,318,340 53,434 373,740 - - 16,784,160
Other liabilities 3,162,422 127,651 98,408 284,474 72,756 379,485  2,285777 6,410,973
Recourse obligation on loans sold

to Cagamas 2,249 - - - 553,661 274,510 - 830,420
Borrowings 934,108 422,12 379,703 481,625 1,733,467 2,956,224 2,868,332 9,782,181
Subordinated obligations - 21,100 - 21,100 126,600 84,400 11,835,521 12,088,721
Capital securities 284,264 73,225 - - - - 17,060,612 17,418,101
Life, general takaful and family

takaful fund liabilities 93,121 - - - - - - 93,121
Life, general takaful and family

takaful policy holders' fund - - - - - - - -

232,372,198 62,259,876 32,632,333 33,403,842 17,031,950 7,836,525 34,201,137 419,737,861

Commitment and contingencies
Direct credit substitutes 1,421,132 725795 180,046 1,826,273 1,881,164 307,947 921,942 8,270,299
Certain transaction-related

contingent items 2,663,896 840,490 1,063,822 1,589,644  4,425989 1,439,982 1,209,557 13,333,380
Short-term self-liquidating

trade-related contingencies 1,030,290 1,354,389 281,369 50,732 274,555 314,890 - 3,306,225
Islamic housing and hire purchase

loans sold to Cagamas Berhad - - - 298,882 1,200,388 - - 1,499,270
Obligations under underwriting

agreements 30,000 - - - - - - 30,000
Irrevocable commitments to

extend credit 88,755,667 437,888 310,105 21,991,112 4,094,413 897,641 - 116,486,826
Foreign exchange related contracts - - - - - - - -
Miscellaneous 5,073,241 2,080,978 1,269,669 235,927 43,079 20,226 59,320 8,782,440

98,980,226 5,439,540 4,205,011 25,992,570 11,919,588 2,980,686 2,190,819 151,708,440
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(e) Liquidity risk management (cont’d.)
3.  Contractual maturity of financial liabilities on an undiscounted basis (cont’d.)

The tables below present the cash flows payable by the Group and the Bank under non-derivative financial liabilities by
remaining contractual maturities at the end of the reporting period. The amounts disclosed in the table are the
contractual undiscounted cash flow. The Group and the Bank manage inherent liquidity risk based on discounted
expected cash flows. (cont'd.)

Upto1l s1to3 »3t06  »6 months »to3 »3t05 Over5

Group month months months  to1year years years years Total
30.6.2011 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM'000
Non-derivative liabilities
Deposits from customers 184,657,240 4275283 23,630,825 28,260,661 5163257 1,322,218 21659 286,002,603
Deposits and placements of banks

and other financial institutions 32,365,605 10,090,645  2,245936 1,450,330 3,561,292 44276 7,013,407 57169,931
Obligations on securities sold under

repurchase agreements 373,729 - - - - - - 313,729
Bills and acceptances payable 5872070 6,404,670 2,192,330 75,080 - - - 14544250
Other liabilities 3,289,476 144,089 04N 596,311 406,513 1282 4142608 9,012,750
Recourse obligation on loans sold

to Cagamas - - 11,935 - 20,297 577,228 - 609,460
Borrowings 695,971 305,202 967,198 322,802 569939 2,457,896 1,799,851 718,859
Subordinated obligations - 2100 116,189 199,004 796,970 798326 11,668,680 13,600,269
Capital securities - 34,935 118,233 154,758 618,100 618947 12)60,826 13,705,799

207254091 59752,824 29705117 31058946 M136368 6228673 37,001,531 402,137,650

Commitment and contingencies

Direct credit substitutes 2,994,850 1,210,726 620,13 1,363,887 1,016,806 154,790 180,952 7,542,124
Certain transaction-related

contingent items 1,320,976 603,31 972000 1667369 3945342 1948523 1420116 11,877,557
Short-term self-liquidating

trade-related contingencies 586,968 405,898 537,087 197,079 129,359 712,184 - 2,568,575
Islamic housing and hire purchase

loans sold to Cagamas Berhad - - - - 682,679 - - 682,679
Irrevocable commitments to

extend credit 13,195,000 318,204 10,770 76,961,407 17,429,276 - - 108,014,657
Miscellaneous 8,359,527 1,213,521 - 32938 - - - 9605986

26,457,321 3751480 2,240,070 80,222,680 23,203,462 2815497 1,601,068 140,291,578




(e) Liquidity risk management (cont’d.)
3.

Contractual maturity of financial liabilities on an undiscounted basis (cont’d.)

The tables below present the cash flows payable by the Group and the Bank under non-derivative financial liabilities by

remaining contractual maturities at the end of the reporting period. The amounts disclosed in the table are the
contractual undiscounted cash flow. The Group and the Bank manage inherent liquidity risk based on discounted

expected cash flows. (cont'd.)

Upto1l »1to3 »3t06  »6 months »1to3 »3to5 Over5

Bank month months months  to1year years years years Total
31.12.20M RM'000 RM'000 RM'000 RM'000 RM'000 RM’000 RM'000 RM'000
Non-derivative liabilities
Deposits from customers 145,872,335 26,956,348 19,172,377 23,331,045 7,194,611 653,667 - 223,780,383
Deposits and placements of banks

and other financial institutions 20,349,960 10,480,100 1,791,796 1,136,231 702,080 423,341 - 34,883,508
Obligations on securities sold under

repurchase agreements 267,685 - - - - - - 267,685
Bills and acceptances payable 5,694,505 6,554,602 2,611,113 50,949 - - - 14,911,169
Other liabilities 45,274 - - - - - 546,104 591,378
Recourse obligation on loans sold

to Cagamas - - - - 553,661 274,510 - 8281
Borrowings 589,553 131,M 142 305 9 2,362,209 2,136,948 5,220,877
Subordinated obligations - - - - - - 10,687,821 10,687,821
Capital securities - - - - - - 17,060,612 17,060,612

172,819312 44,122,761 23,575,428 24,518,530 9,050,361 3,713,727 30,431,485 308,231,604

Commitment and contingencies
Direct credit substitutes 709,096 665,421 1,133,160 1,431,844 915,929 239,219 841,936 5,936,605
Certain transaction-related

contingent items 2,032,121 799,281 1,072,083 1,346,864 4,176,942 1,354,609 891,256 11,673,156
Short-term self-liquidating

trade-related contingencies 947,429 1,218,101 154,855 32,691 274,555 314,890 - 2,942,521
Islamic housing and hire purchase

loans sold to Cagamas Berhad - - - - - - - -
Obligations under underwriting

agreements - - - - - - - -
Irrevocable commitments to

extend credit 87,546,594 437,888 310,105 8,712,587 920,229 897,641 - 98,825,044
Foreign exchange related contracts - - - - - - - -
Miscellaneous 4,910,461 2,076,175 1,262,439 222,561 3,615 - - 8,475,251

96,145,701  5196,866 3,932,642 11,746,547 6,291,270 2,806,359 1,733,192 127,852,577
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)
(e) Liquidity risk management (cont’d.)
3.  Contractual maturity of financial liabilities on an undiscounted basis (cont’d.)

The tables below present the cash flows payable by the Group and the Bank under non-derivative financial liabilities by
remaining contractual maturities at the end of the reporting period. The amounts disclosed in the table are the
contractual undiscounted cash flow. The Group and the Bank manage inherent liquidity risk based on discounted
expected cash flow. (cont’d.)

Upto1l s1to3 »3t06  »6 months »to3 »3t05 Over5

Bank month months months  to1year years years years Total
30.6.2011 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM'000
Non-derivative liabilities
Deposits from customers 128,015,714 27211576 16,800,174 23,831576 4,986,052 940,466 101,512 201,887,070
Deposits and placements of banks

and other financial institutions 24668380 10,010,809 1,626,885 317,842 913,209 399423 3787645 41724193
Obligations on securities sold under

repurchase agreements 373,729 - - - - - - 313,729
Bills and acceptances payable 544,058 5797,202 250,184 75,080 - - - 13]66,524
Other liabilities 142,817 81,422 83,892 470,855 51,361 - - 830,347
Recourse obligation on loans sold

to Cagamas - - 11,935 - 20,297 577,228 - 609,460
Borrowings 492,498 154,446 144,662 481 22176 27189992 1246118 4374323
Subordinated obligations - - 116,189 177904 712,570 713926 10,457,680 12,178,269
Capital securities - 34,935 118,233 154,758 618,100 618947 12)60,826 13,705,799

158,837,196 43,290,390  21,052154 25,052,446 7423765 5439982 27753781 288,849,714

Commitment and contingencies

Direct credit substitutes 180,794 1,155,985 620,13 1,363,887 993,042 154,779 180952 4,649,552
Certain transaction-related

contingent items 602,298 603,31 972000 1,667,369 3,713,781 1905714 1,079354 10,543,747
Short-term self-liquidating

trade-related contingencies 372,527 460,639 537,087 197,079 129,359 712,184 - 2408875
Irrevocable commitments to

extend credit 865,532 318,204 10,770 76,961,407 15,431,264 - - 93687177
Miscellaneous 8,329,624 1,213,521 - 32938 - - - 9,576,083

10,350,775 3751480 2,240,070 80,222,680 20,267,446 2,772,677 1,260,306 120,865,434




(e) Liquidity risk management (cont’d.)
3.

Contractual maturity of financial liabilities on an undiscounted basis (cont’d.)

The table below analyses the Group’s and the Bank’s derivative financial liabilities that will be settled on a net basis
into relevant maturity groupings by remaining contractual maturities at the end of the reporting period. The amounts
disclosed in the table are the contractual undiscounted cash flow. (cont’d.)

Upto1l »1to3 »3t06  »6 months »1to3 »3to5 Over5
Group month months months  to1year years years years Total
31.12.20m RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000
Net settled derivatives
Derivative financial liabilities
Trading derivatives
- Foreign exchange derivatives 149,426 161,459 (5,174) (4,953) - - - 300,758
- Interest rate derivatives (14,800) (32,019) (14,528) (73,028)  (156,761) (41,184)  (306,361)  (638,681)
- Equity related derivatives 598 - - - (3,352) (7,479) - (10,233)
Hedging derivatives
- Interest rate derivatives (6,130) 32,861 (17,843) (3,017)  (16,370) 53,802 31,637 (25,060)
129,094 162,301 (37,545)  (80,998)  (276,483) 5139 (274,724)  (373,216)

Gross settled derivatives
Derivative financial liabilities
Trading derivatives
Derivatives:
- Outflow (27,430,675)  (15,413,415)  (4,591,713)  (2,175,338) (1,900,280) (2,413,023)  (388,660) (54,313,104)
- Inflow 21,809,176 12,093,033 2,684,164 1,374,774 2125233 1,693,875 572,451 42,352,712
Hedging derivatives
Derivatives:
- Outflow (973) (830) 65,339 (417,053)  (238,972)  (246,362) - (838,851)
- Inflow 1,726 56,187 5,726 449,913 232,692 316,415 31,770 1,094,429

(5,620,746) (3,265,025) (1,836,484)  (767704) 218,673 (649,095 215567 (1,704,814)
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45. FINANCIAL RISK MANAGEMENT POLICIES (CONT’D.)

(e) Liquidity risk management (cont’d.)

3.  Contractual maturity of financial liabilities on an undiscounted basis (cont’d.)

The table below analyses the Group’s and the Bank’s derivative financial liabilities that will be settled on a net basis
into relevant maturity groupings by remaining contractual maturities at the end of the reporting period. The amounts
disclosed in the table are the contractual undiscounted cash flow. (cont’d.)

Upto1l s1to3 »3t06  »6 months »to3 »3t05 Over5
Group month months months  to1year years years years Total
30.6.20M RM’000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Net settled derivatives
Derivative financial liabilities
Trading derivatives
- Foreign exchange derivatives (565) (3,463) (2,465) (4,946) (20) (103) (209) 771y
- Interest rate derivatives (55193) (41,937) (26,079) (60,283) (108,158) (1,47) (83767)  (386,888)
- Equity related derivatives - (10,240) 19 18 2,231 (10,588) - (18,560)
Hedging derivatives
- Interest rate derivatives (8,447) (19,725) (22,730) (44,476)  (102,706) (22,732) 1,001 (219,815)
(64,205) (75,365) (51,255) (109,687)  (208,653) (44,894) (82975)  (637,034)

Gross settled derivatives
Derivative financial liabilities
Trading derivatives
Derivatives:
- Outflow (22,413199)  (8,689,012)  (2,339673)  (1,289,268)  (3,208930)  (1,543,054)  (379,05) (39,862,192)
- Inflow 20947754 6,608,649 2,984,267 2015372 2,030,605 3,032,414 587,515 38,306,576
Hedging derivatives
Derivatives:
- Outflow - - (262) am (3328) (57,221) - (61922)
- Inflow 9% - 18 1,158 4,865 56,896 - 64,133

(1465349)  (2,080363) 645450 826751 (1176788) 1489035 208459  (1,553,405)




(e) Liquidity risk management (cont’d.)
3.

Contractual maturity of financial liabilities on an undiscounted basis (cont’d.)

The table below analyses the Group’s and the Bank’s derivative financial liabilities that will be settled on a net basis
into relevant maturity groupings by remaining contractual maturities at the end of the reporting period. The amounts
disclosed in the table are the contractual undiscounted cash flow. (cont’d.)

Upto1l »1to3 »3t06  »6 months »1to3 »3to5 Over5
Bank month months months  to1year years years years Total
31.12.20m RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000
Net settled derivatives
Derivative financial liabilities
Trading derivatives
- Foreign exchange derivatives (1,029) (1,316) (5,174) (4,972) - - - (12,491)
- Interest rate derivatives (15,015) (32,841) (15,517) (78,08)  (196,480)  (50,349) (311,571)  (699,881)
- Equity related derivatives - - - - (3,352) (7,479) - (10,831)

Hedging derivatives
- Interest rate derivatives

(6130)  (22,390) (17,843)

(34,787)  (116,370) (16,092)

(133)  (213,745)

(22174) (56,547) (38,534)

(117,867)  (316,202) (73,920)

(31,704)  (936,948)

Gross settled derivatives
Derivative financial liabilities
Trading derivatives
Derivatives:

- Outflow

- Inflow

Hedging derivatives
Derivatives:

- Outflow

- Inflow

(27,400,810) (14,808,199) (4,560,100)
21,809,176 1,162,862 2,412,429

(973) (830) (4,555)
1,726 937 5,126

(2,141,340) (1,900,280) (2,413,023)
1,340,948 2,125,233 1,693,875

(417,053)  (238972) (246,362
41843 22,692 246,521

(388,660) (53,612,412)
572,451 41,116,980

- (908,745)
- 905,745

(5,590,881) (3,645,230) (2,146,500)

(799,302) 218,673 (718,989)

183,797 (12,498,432)
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(e) Liquidity risk management (cont’d.)
3.  Contractual maturity of financial liabilities on an undiscounted basis (cont’d.)

The table below analyses the Group’s and the Bank’s derivative financial liabilities that will be settled on a net basis
into relevant maturity groupings by remaining contractual maturities at the end of the reporting period. The amounts
disclosed in the table are the contractual undiscounted cash flow. (cont’d.)

Upto1l s1to3 »3t06  »6 months »to3 »3to5 Over5

Bank month months months  to1year years years years Total
30.6.2011 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Net settled derivatives

Derivative financial liabilities
Trading derivatives

- Foreign exchange derivatives (565) (3,463) (1,426) (4,946) (20) (103) (210) (10,733)
- Interest rate derivatives (M,523) (41937) (25,997) (60,199) (108,158) (11,471) (83,767) (343,05)
- Equity related derivatives - - 19 18 2,231 (10,588) - (8,320)
Hedging derivatives

- Interest rate derivatives (8,447) (18,999) (22,355) (43,975) (102,859) (23,937) 1,001 (219,571)

(20,535) (64,399) (49759) (109102)  (208,306) (46,099) (82976) (581,676)

Gross settled derivatives
Derivative financial liabilities
Trading derivatives

Derivatives:

- Outflow (20,464,241)  (7,897,455)  (1,855706) (1,289,005 (3,208930)  (1543,054)  (379,057) (36,637,448)
- Inflow 1898795 5833390  2,621313 205131 2,030,605 3,032,414 587515 35214324
Hedging derivatives

Derivatives:

- Outflow - - (262) (1) (3,328) (57,221) - (61922)
- Inflow 96 - 18 1158 4,865 56,896 - 64,133

(1476]89) (2064065 772,463 82673 (I76788) 1489035 208458  (142091)

(f) Operational risk management

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes, people and systems or
from external events. This definition includes legal risk, but excludes strategic and reputational risk.

A dedicated Group Operational Risk Management Committee (GORMC) was established with the objective to set the

‘Tone-from-Top’ in driving the spirit and importance of Operational Risk Management from top-to-bottom across the Group.

The key responsibilities of the GORMC includes:

. To recommend Group-wide framework and policies to identify, measures, monitor, manage and mitigate operational
risk to the RMC for approval.

. To review and monitor the effectiveness of the operational risk management strategies, framework, policies, risk
tolerance and risk appetite limits for the Group.

. To facilitate uniform standards and more effective decision making in respect to operational risk issues impacting the
Group.



(f) Operational risk management (cont’d.)

The Group’s operational risk management is premised
on the three lines of defence concept. Risk taking units
(Business/Support Sectors), as first line of defence are
primarily responsible for the management of day-to-
day operational risks within their respective business
operations. They are responsible for establishing and
maintaining their respective operational manuals and
ensuring that activities undertaken by them comply
with the Group’s operational risk management
framework.

The Operational Risk Management team (“ORM”), as
the second line of defence, is responsible for the
formulation and implementation of operational risk
management framework within the Group, which
encompasses the operational risk management
strategy and governance structure. Another key
function is the development and implementation of
operational risk management tools and methodologies
to identify, measure, monitor and control operational
risks. Group Compliance complements the role of
ORM as the second line of defence by ensuring
effective oversight on compliance related risks through
proper classification of risks, proper usage of ORM
tools by business/support sectors/units during the
compliance review as well as develop, review and
enhance compliance related training programme.

Finally, Internal Audit plays the third line of defence by
providing independent assurance in respect of the
overall effectiveness of the operational risk
management process, which include perform
independent review and periodic validation of ORM
framework and process as well as conduct regular
review on implementation of ORM tools by ORM and
the respective business units.

Further information on the risk management practices

of the Group are disclosed in the Section on Risk
Management in the Annual Report.

Fair values of financial instruments

Financial instruments comprise financial assets, financial
liabilities and derivatives. The Group has an established
framework and policies which provide guidance concerning

the practical considerations, principles and analytical
approaches for the establishment of prudent valuation for
financial instruments measured at fair value.

The fair value of a financial instrument is the amount at
which the instrument could be exchanged or settled
between knowledgeable and willing parties in an arm’s
length transaction, other than in a forced or liquidation sale.
The valuations of financial instruments are determined by
reference to quoted prices in active markets or by using
valuation techniques based on observable inputs or
unobservable inputs. Management judgment is exercised in
the selection and application of appropriate parameters,
assumptions and modeling techniques where some or all of
the parameter inputs are not observable in deriving fair
value.

Valuation adjustment is also an integral part of valuation
process. Valuation adjustment is to reflect the uncertainty
in valuations generally for products that are less
standardised, less frequently traded and more complex in
nature. In making valuation adjustment, the Group follows
methodologies that consider factors such as liquidity,
bid-offer spread, unobservable prices/inputs in the market
and uncertainties in the assumptions/parameters.

In addition, the Group continuously enhances its design and
validation methodologies and processes used to produce
valuations. The valuation models are validated both
internally and externally, with periodic reviews to ensure the
model remains suitable for its intended use.

Determination of fair value

The Group and the Bank classify its financial instruments
measured at fair value according to the following hierarchy,
reflecting the significance of the inputs in making the fair
value measurements; where comparative disclosures are not
required:

(a) Level 1: Quoted Prices

Refers to financial instruments which are regarded as
quoted in an active market if quoted prices are readily
and regularly available from an exchange, and those
prices which represent actual and regularly occurring
market transactions on an arm’s length basis. Such
financial instruments include actively traded
government securities, listed derivatives and cash
products traded on exchange.
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Determination of fair value (cont’d.)

(b)

(@

Level 2: Valuation techniques using observable inputs

Refers to inputs other than quoted price included those within Level 1 that are observable for the asset or liability, either
directly (i.e. prices) or indirectly (i.e. derived from prices). Examples of Level 2 financial instruments include over-the-

counter (“OTC”) derivatives, corporate and other government bonds and less liquid equities.

Level 3: Valuation techniques using significant unobservable inputs

Refers to financial instruments where fair value is measured using significant unobservable market inputs. The valuation
technique is consistent with the Level 2. The chosen valuation technique incorporates Banks’ own assumptions and data.
Examples of Level 3 instruments include corporate bonds in illiquid markets and private equity investments.

The following table shows the Group’s and the Bank’s financial assets and liabilites that are measured at fair value analysed

by level within the fair value hierarchy.

Valuation technique using

Quoted Observable Unobservable
Market Price Inputs Inputs
Group (Level 1) (Level 2) (Level 3) Total
31.12.20M RM’000 RM’000 RM’000 RM’000
Financial assets measured at fair values:
Securities held-for-trading 6,299,908 3,366,089 - 9,665,997
Securities available-for-sale 17,131,800 27,913,138 3,459,530 48,504,468
Derivative assets 2,249 1,933,525 18,702 1,954,476
23,433,957 33,212,752 3,478,232 60,124,941
Financial liabilities measured at fair values:
Derivative liabilities 2,099 2,060,705 99,905 2,162,709
Valuation technique using
Quoted Observable Unobservable
Market Price Inputs Inputs
Bank (Level 1) (Level 2) (Level 3) Total
31.12.20M RM’000 RM’000 RM’000 RM’000
Financial assets measured at fair values:
Securities held-for-trading 4,144,873 3,180,593 - 7,325,466
Securities available-for-sale 14,445,490 21,967,187 3,206,298 39,618,975
Derivative assets - 1,931,345 17,999 1,949,344
18,590,363 27,079,125 3,224,297 48,893,785
Financial liabilities measured at fair values:
Derivative liabilities - 2,013,707 59,024 2,072,731




Valuation techniques

The valuation techniques used for the financial instruments that are not determined by reference to quoted prices (Level 1), are

described below:

Derivatives

The fair values of the Group’s and the Bank’s derivative instruments, where no market price is available, are derived using

discounted cash flows analysis, option pricing models and benchmarking.

Securities held-for-trading and available-for-sale

The fair values of securities are determined by reference to prices quoted by Bond Pricing Agency Malaysia Berhad and

independent broker quotations.
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Securities Securities Financial &
held-for- available- Derivative Derivative Others
trading for-sale assets liabilities
Group RM’000 RM’000 RM’000 RM’000 AGM
Information
As at 1 July 201 3,520 6,201,117 21,464 175,279
Gains or losses recognised in income statement 19 41,745 (2,762) (24,472)
Gains or losses recognised in other comprehensive income - (8,607) - _
Purchases - 600,741 - -
Sales (3,539) (1,093,838) - -
Issues - - - 32,197
Settlements - (48) - (83,099)
Transfer out of Level 3 - (2,281,580) - -
As at 31 December 2011 - 3,459,530 18,702 99,905
Total gains or losses recognised in income statement
for financial instruments measured at fair value
at the end of the reporting period* - - (2,762) (24,472)
Total gains or losses recognised in other comprehensive
income for financial instruments measured at fair
value at the end of the reporting period - (8,607) - -

* Included within ‘Non-interest income’.
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Securities Securities
held-for- available- Derivative Derivative
trading for-sale assets liabilities
Bank RM’000 RM’000 RM’000 RM’000
As at 1 July 201 3,520 5,942,726 19,033 131,691
Gains or losses recognised in income statement 19 41,895 (1,034) (22,559)
Gains or losses recognised in other comprehensive income - (3,646) - -
Purchases - 600,741 - -
Sales (3,539) (1,093,838) - -
Settlements - - - (50,108)
Transfer out of Level 3 - (2,281,580) - -
As at 31 December 2011 - 3,206,298 17,999 59,024
Total gains or losses recognised in income statement
for financial instruments measured at fair value
at the end of the reporting period * - - (1,034) (22,559)
Total gains or losses recognised in other comprehensive
income for financial instruments measured at fair
value at the end of the reporting period - (3,646) - -

* Included within ‘Non-interest income’.

There were no transfers between Level 1 and 2 during the financial period ended 31 December 20T11.

During the financial period ended 31 December 2011, the Bank transferred certain financial instruments (mainly Negotiable
instruments of deposits (“NIDs”)) from Level 3 to Level 2 of the fair value hierarchy. The reason for the transfer is due to greater
pricing certainty of valuation of NIDs. In last financial year ended 30 June 2011, the NIDs were reported at cost due to

unavailability of market price for NIDs as at the last reporting date.

Fair values of financial instruments not carried at fair value

The on-balance sheet financial assets and financial liabilities of the Group and the Bank whose fair values are required to be
disclosed in accordance with FRS 132 comprise all its assets and liabilities with the exception of investments in subsidiaries,
interest in associates, property, plant and equipment, provision for current and deferred taxation, life, general takaful and family
takaful fund assets and life, general takaful and family takaful fund liabilities. The information on the fair values of financial assets
and financial liabilities of the life, general takaful and family takaful fund is disclosed in Note 53.

For loans, advances and financing to customers, where such market prices are not available, various methodologies have been
used to estimate the approximate fair values of such instruments. These methodologies are significantly affected by the
assumptions used and judgments made regarding risk characteristics of various financial instruments, discount rates, estimates of
future cash flows, future expected loss experience and other factors. Changes in the assumptions could significantly affect these
estimates and the resulting fair value estimates. Therefore, for a significant portion of the Group’s and the Bank’s financial
instruments, including loans, advances and financing to customers, their respective fair value estimates do not purport to
represent, nor should they be construed to represent, the amounts that the Group and the Bank could realise in a sale
transaction at the reporting date. The fair value information presented herein should also in no way be construed as
representative of the underlying value of the Group and the Bank as a going concern.



46. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES (CONT’D.)

Fair values of financial instruments not carried at fair value (cont’d.)

The estimated fair values of those on-balance sheet financial assets and financial liabilities as at the reporting date approximate
their carrying amounts as shown in the statement of financial position, except for the following financial assets and liabilities:

31.12.2011 30.6.2011
Carrying Carrying
value Fair value value Fair value

Group RM’000 RM’000 RM’000 RM’000
Financial assets
Securities held-to-maturity 9,880,899 10,103,898 9,638,714 9,809,443
Loans, advances and financing 274,430,691 288,525,827 253,976,426 283,556,227
Financial liabilities
Deposits from customers 313,709,780 316,596,758 281,976,379 282,699,577
Deposits and placements of banks and other

financial institutions 36,760,978 41,022,297 33,303,655 38,100,861
Recourse obligation on loans sold to Cagamas 715,603 765,277 528,285 570,332
Borrowings 7,185,230 7,403,643 5,447,120 5,447,120
Subordinated obligations 14,160,553 13,973,204 10,800,539 9,576,819
Capital securities 6,113,761 7,306,663 6,120,774 756,337

31.12.2011 30.6.2011
Carrying Carrying
value Fair value value Fair value

Bank RM’000 RM’000 RM’000 RM’000
Financial assets
Securities held-to-maturity 8,804,797 9,026,188 8,339,494 8,508,551
Loans, advances and financing 194,174,085 206,341,842 181,572,844 209,580,430
Financial liabilities
Deposits from customers 222,895,293 222,926,794 201,465,408 200,875,634
Deposits and placements of banks and other

financial institutions 35,555,592 35,511,229 31,441,675 30,848,183
Recourse obligation on loans sold to Cagamas 715,603 765,277 528,285 570,332
Borrowings 4,208,282 4,373,774 3,420,499 3,420,499
Subordinated obligations 12,574,919 12,362,115 9,509,786 9,279,515
Capital securities 6,113,761 7,306,663 6,120,774 756,337

355

At A
Glance

Our
Perspective

Who
We Are

Strategy
Performance

Business
Review

Responsibility
Leadership

Governance

AGM
Information



356

Malayan Banking Berhad
Maybank Six Months Report - December 2011

- 31 December 2011

Fair values of financial instruments not carried at fair

value (cont’d.)

The following methods and assumptions are used to
estimate the fair values of the following classes of financial
instruments:

(a)

(b)

(c)

Securities held-to-maturity

Fair values of securities that are actively traded is
determined by quoted bid prices. For non-actively
traded securities, independent broker quotations are
obtained. Fair values of equity securities are estimated
using a number of methods, including earnings
multiples and discounted cash flows analysis. Where
discounted cash flows technique is used, the estimated
future cash flows are discounted using applicable
prevailing market or indicative rates of similar
instruments at the reporting date.

Loans, advances and financing

The fair values of variable rate loans are estimated to
approximate their carrying values. For fixed rate loans
and Islamic financing, the fair values are estimated
based on expected future cash flows of contractual
installment payments, discounted at applicable and
prevailing rates at reporting date offered for similar
facilities to new borrowers with similar credit profiles.
In respect of impaired loans, the fair values are
deemed to approximate the carrying values which are
net of impairment allowances.

Deposits from customers, deposits and placements
of banks and other financial institutions

The fair values of deposits payable on demand and
deposits and placements with maturities of less than
one year approximate their carrying values due to the
relatively short maturity of these instruments. The fair
values of fixed deposits and placements with
remaining maturities of more than one year are
estimated based on discounted cash flows using
applicable rates currently offered for deposits and
placements with similar remaining maturities. The fair
value of Islamic deposits are estimated to approximate
their carrying values as the profit rates are determined
at the end of their holding periods based on the actual
profits generated from the assets invested.

(d)

(e)

()

Recourse obligation on loans sold to Cagamas

The fair values of recourse obligation on housing and
hire purchase loans sold to Cagamas are determined
based on the discounted cash flows of future
installment payments at applicable prevailing Cagamas
rates as at reporting date.

Subordinated obligations

The fair values of subordinated obligations are
estimated by discounting the expected future cash
flows using the applicable prevailing interest rates for
borrowings with similar risk profiles.

Capital securities

The fair values of capital securities are estimated by
discounting the expected future cash flows using the
applicable prevailing interest rates for securities as at
reporting date.

Capital expenditure approved by directors but not
provided for in the financial statements amounted to:

Group Bank
30.6.20M 30.6.20M
RM'000 RM’000
Approved and
contracted for 168,152 506,18 161,505 410,884
Approved but not
contracted for 1,030,791 207,846 1,024,559 207,846
1,198,943 713964 1,186,064 618,730
(b) Uncalled capital
in shares of
subsidiaries - - 150 150




A strong capital position is essential to the Group’s business
strategy and competitive position. The Group’s capital
strategy focuses on long-term stability, which enables it to
build and invest in market leading businesses. The Group
considers the implications on the capital strength prior to
making any decision on future business activities. In
addition to considering the earnings outlook, the Group
evaluates all sources and uses of capital and makes
decisions to vary any source or use to preserve the Group’s
capital strength.

The Group’s capital management activities seek to maximise
shareholders’ value by optimising the level and mix of its
capital resources.

The Group’s capital management objectives are to hold

capital sufficient to:

. Maintain Core Capital Ratio and Risk Weighted Capital
Ratio at levels sufficiently above the current minimum
regulatory requirements;

. Support the Group’s credit rating;

. Ensure regulated subsidiaries can meet their minimum
capital requirements;

. Allocate capital to businesses to support the Group’s
strategic objectives and optimise returns on capital;

. Remain flexible to take advantage of future growth
opportunities;

. Build and invest in businesses, even in a reasonably
stressed environment;

. Optimise returns to shareholders; and

. Withstand capital demands under market shocks and
stress conditions.

The quality and composition of capital are key factors in the
evaluation of the Group’s capital adequacy. The Group
strongly emphasises the quality of its capital and,
accordingly, holds a significant amount of its capital in the
form of equity.

The Group’s capital management policies are to diversify its
sources of capital; to allocate capital efficiently, guided by
the need to maintain a prudent relationship between
available capital and the risks of its underlying businesses;
and to meet the expectations of key stakeholders, including
investors, regulators and rating agencies.

Capital management plans are drawn up annually covering
at least a three year horizon and are approved by the Board.
The capital management plan ensures that adequate levels
of capital and an optimum mix of the different components
of capital are maintained by the Group to support its
business strategy.

In its pursuit of an efficient and healthy capital structure,
the following initiatives were undertaken by the Group:

(a) Gearing up of capital

The Group issued various capital instruments
including Subordinated Bonds/Certificates/Notes,
equity, Non-Innovative Tier 1 Capital Securities and
Innovative Tier 1 Capital Securities to strengthen its
capital position as disclosed in Notes 27 and 28.

(b) Dividend reinvestment plan (“DRP”) and Basel 111

The Bank had on 25 March 2010 announced a
recurrent and optional DRP that allows shareholders of
the Bank to reinvest electable portions of their
dividends into new ordinary shares of RM1.00 each in
the Bank. The DRP is part of the Bank’s strategy to
preserve equity capital ahead of the regulations under
Basel 111 as well as to grow its businesses whilst
providing healthy dividend income to shareholders.
Details of the DRP is disclosed in Note 29(b) and
dividend payout is disclosed in Note 43.

BNM had in December 2011 announced the
implementation of Basel IIl in Malaysia. The
implementation of Basel Il announcement by BNM is
in accordance to the globally-agreed levels and
implementation timeline. Capital requirements are
expected to increase moving forward under Basel IlI.
However, the requirements are subject to a series of
phase-in arrangements over a period of time, to be
fully effective by 2019.
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(a)

(b)

General

The Group’s overall capital adequacy in relation to its
risk profile is assessed through a process articulated in
the ICAAP. The ICAAP framework has been formalised
and approved by the Board of Directors and has been
implemented within the organisation to ensure all
material risks are identified, measured and reported
and adequate capital levels consistent with the risk
profiles are held.

In line with BNM’s Guideline on ICAAP, the Group’s
ICAAP closely integrates the risk and capital
assessment processes. The ICAAP framework is
designed to ensure that adequate levels, including
capital buffers, are held to support the Group’s current
and projected demand for capital under existing and
stressed conditions. Regular ICAAP reports are
submitted to the Executive Risk Committee and the
Board Risk Management Committee for comprehensive
review of all material risks faced by the Group and
assessment of the adequacy of capital to support
them.

Comprehensive risk assessment under ICAAP
framework

Under the Group’s ICAAP methodology, the following

risk types are identified and measured:

- Risks captured under Pillar 1 (credit risk, market
risk and operational risk);

- Risks not fully captured under Pillar 1 (e.g. model
risk);

- Risks not taken into account by Pillar 1 (e.g.
interest rate risk in banking book, liquidity risk,
business/strategic risk, reputational risk and
credit concentration risk); and

- External factors, including changes in economic
environment, regulations, and accounting rules.

In line with industry best practices, the Group shall
quantify its risks using methodologies that have been
reasonably tested and deemed to be accepted in the
industry.

Where risks may not be easily quantified due to the
lack of commonly accepted risk measurement
techniques, expert’s judgment is used to determine the
size of risk. The focus of the Group’s ICAAP would be
on the qualitative controls in managing such risks.

(c)

These qualitative measures include the following:

- Adequate governance process;

- Adequate systems, procedures and internal
controls;

- Effective risk mitigation strategies; and

- Regular monitoring and reporting.

Regular stress testing

The Group’s stress testing programme is embedded in
the risk and capital management process of the Group
and it is a key focus area during the capital planning
and business planning processes. The programme
serves as a risk and capital management tool to
understand our risk profile under extreme but plausible
conditions. Such conditions may arise from economic,
political and environmental factors.

Under Maybank Group Stress Test Framework, which
was approved by the Board of Directors, we consider
the potential unfavourable effects of stress scenarios
on the Group’s profitability, asset quality, risk weighted
assets and capital adequacy.

Specifically, the stress test programme is designed to:

- Highlight the dynamics of stress events and their
potential implications on the Group’s trading and
banking book exposures, liquidity positions and
likely reputational impacts;

- Produce stress results as inputs into the Group’s
ICAAP in the determination of capital adequacy
and capital buffers; and

- Identify proactively key strategies to mitigate the
effects of stress events.

Stress test themes reviewed by the Stress Test Working
Group in the past include slowing Chinese economy, a
repeat of Asian Financial Crisis, USD depreciation,
pandemic flu, asset price collapse, interest rate hikes, a
global double-dip recession scenario, Japan disasters,
the Eurozone and US debt crises, among others.

The Stress Test Working Group, which comprises of
business and risk management teams, tables the stress
test reports at the Senior Management and Board
committees and discusses the results with regulators
on a regular basis.



(@) Compliance and application of capital adequacy

ratios

On 29 June 2010, the Bank and its subsidiary, Maybank
Islamic Berhad (“MIB”) have received approval from
Bank Negara Malaysia (“BNM”) to migrate to Internal
Ratings-Based (“IRB”) approach for credit risk under
Basel Il Risk Weighted Capital Adequacy Framework
(“RWCAF”) from 1 July 2010 onwards.

With effect from 1 January 2010 for Maybank
Investment Bank Berhad and 1 July 2010 for other
regulated entities, the capital adequacy ratios are
computed as follows:

(@ Group, Bank and Maybank Islamic Berhad (“MIB”)
ratios are computed in accordance with BNM’s
Basel Il RWCAF as follows:

(i)  Credit risk under Internal Ratings-Based
Approach

(i) Market risk under Standardised Approach

(iii) Operational risk under Basic Indicator
Approach

The minimum regulatory capital adequacy
requirement remains at 8% for the risk-weighted
capital ratios.

(b) Maybank Investment Bank Berhad (“Maybank IB”)
on a standalone basis is computed in accordance
with BNM’s Basel Il RWCAF issued on 1 April
2010 under Standardised Approach for credit and
market risks, whereas operational risk is under
the Basic Indicator Approach. The minimum
regulatory capital adequacy requirement is 8% for
the risk-weighted capital ratios.

(c) PT Bank Internasional Indonesia Tbk (“Bll”) on a
standalone basis is computed in accordance with
local requirements, which is based on the Basel |
capital accord. The minimum regulatory capital
adequacy requirement is 8% for the risk-
weighted capital ratios. However, for disclosure at
Maybank Group level, the computation was based
on the capital adequacy rules of the overseas
jurisdiction (parent company) namely Maybank
Group, using Basel Il RWCAF rules, as Bl is
considered a significant overseas subsidiary.

(b) The capital adequacy ratios of the Group and the

Bank

The proposed final dividend consisting of an electable
portion of 32 sen (24 sen net) per ordinary share can
be elected to be reinvested in new ordinary shares in
accordance with the Dividend Reinvestment Plan as
disclosed in Note 29(b).

As such, there will be a range of extreme possibilities
that the full electable portion is reinvested in new
ordinary shares or the full electable portion is not
reinvested but paid in cash.

Based on the above, the range of capital adequacy
ratios of the Group and the Bank before and after
deducting the proposed dividend are as follows:
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(b) The capital adequacy ratios of the Group and the Bank (cont’d.)

(c)

The capital adequacy ratios of the Group and the Bank as at the following dates are as follows:

Group Bank
Basel Il 30.6.2011 30.6.2011
(i) Before deducting proposed dividend*:
Core capital ratio 11.74% 11.93% 15.80% 13.44%
Risk-weighted capital ratio 16.46% 15.45% 15.80% 13.44%
(i)  After deducting proposed dividend:
Core capital ratio
- full electable portion paid in cash 10.95% 11.21% 14.73% 12.49%
- full electable portion reinvested 11.65% 11.84% 15.68% 13.32%
Risk-weighted capital ratio
- full electable portion paid in cash 15.66% 14.72% 14.73% 12.49%
- full electable portion reinvested 16.37% 15.36% 15.68% 13.32%
* In arriving at the capital base used in the ratio calculations of the Group and the Bank, the proposed dividends for
respective financial period/year were not deducted.
Components of Tier 1and Tier 2 capital:
Group Bank
30.6.2011 30.6.2011
RM’000 RM’'000
Tier 1 capital
Paid-up share capital 7,639,437 7,478,206 7,639,437 7,478,206
Share premium 9,598,847 8,583,711 9,598,847 8,583,711
Other reserves 14,570,375 14,779,856 12,473,444 11,790,065
Capital securities 6,057,884 6,065,486 6,057,884 6,065,486
Less: Deferred tax assets ' (1,406,712) (1,383,388) (867,163) (920,837)
Goodwill ! (6,031,401) (6,049,900) (81,015) (81,015)
Total Tier 1 capital 30,428,430 29,473,971 34,821,434 32,915,616
Tier 2 capital
Subordinated obligations 13,889,529 10,732,475 = 12,491,343 9,458,980
Collective allowance * 892,370 995,632 430,448 449,884
Surplus of total EP over total EL 3 359,978 - 384,425 -
Total Tier 2 capital 15,141,877 1,728,107 13,306,216 9,908,864
Total capital 45,570,307 41,202,078 48,127,650 42,824,430
Less: Investment in subsidiaries and associates 2 (2,891,773)  (2,924,965) (17,467,920) (17,457,434)
Less: Other deductions:
Liquidity reserve - (1,492) - (1,492)
Securitisation exposure held in the banking book (31,383) (16,796) (31,383) (16,796)
Excess of EL over EP 3 - (108,217) - (37,149)

Capital base 42,647,151 38,150,608 30,628,347 25,311,609




(c)

(d)

Components of Tier 1and Tier 2 capital: (cont’d.)

! Under Bank Negara Malaysia Guidelines, deferred tax assets and goodwill are required to be excluded from Tier 1
capital.

2 Excludes the cost of investment in subsidiaries and associates, except for: (i) Myfin Berhad of RM18,993,759, as its
business, assets and liabilities have been transferred to the Bank; (ii) Maybank International (L) Ltd. of RM176,385,000,
as its assets are included in the Bank’s risk-weighted assets. For the Group, the cost of investment in insurance
companies and associates are deducted from capital base.

3 EP is defined as eligible provision and EL is defined as expected loss.

4 Excluding collective allowance for certain loans, advances and financing.

The capital adequacy ratios of the Group consist of capital base and risk-weighted assets derived from consolidated balances
of the Bank and its subsidiaries, excluding the investments in insurance entities and associates.

The capital adequacy ratios of the Bank consist of capital base and risk-weighted assets derived from the Bank and its
wholly-owned offshore banking subsidiary, Maybank International (L) Ltd., excluding the cost of investment in subsidiaries

and associates (except for Myfin Berhad and Maybank International (L) Ltd. as disclosed above).

The capital adequacy ratios of banking subsidiaries of the Group are as follows:

PT Bank
Maybank Maybank Internasional
Islamic Investment Indonesia
Berhad Bank Berhad Tbk
31.12.201
Before deducting proposed dividend*:
Core capital ratio 9.89% 21.58% -
Risk-weighted capital ratio 12.61% 21.58% 11.83%
After deducting proposed dividend:
Core capital ratio 9.32% 21.58% -
Risk-weighted capital ratio 12.04% 21.58% 11.83%
30.6.2011
Before deducting proposed dividend*:
Core capital ratio 10.31% 24.72% -
Risk-weighted capital ratio 13.02% 24.72% 13.06%
After deducting proposed dividend:
Core capital ratio 9.46% 24.72% -
Risk-weighted capital ratio 1217% 24.72% 13.06%
* In arriving at the capital base used in the ratio calculations of banking subsidiaries of the Group, the proposed dividend

for respective financial period/year were not deducted.
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(e) The breakdown of Assets and Credit Equivalent values (including Off-Balance Sheet items) according to Risk-Weights is

as follows:
Maybank Maybank PT Bank
Islamic Investment  Internasional
Group Bank Berhad  Bank Berhad Indonesia Tbk
31.12.2011 - Basel Il RM'000 RM'000 RM’000 RM’000 RM’000
Standardised Approach exposure 70,655,914 38,834,291 4,153,679 1,025,361 24,360,349
Internal Ratings-Based Approach exposure
after scaling factor 153,100,201 128,719,436 28,214,051 - -
Total risk-weighted assets for credit risk 223,756,115 167,553,727 32,367,730 1,025,361 24,360,349
Total risk-weighted assets for credit risk absorbed by
Malayan Banking Berhad* - - (205,926) - -
Total risk-weighted assets for market risk 10,379,265 8,376,674 307,942 713,316 275,124
Total risk-weighted assets for operational risk 24,983,371 17,970,181 2,573,751 540,741 3,197,593
Additional risk-weighted assets due to capital floor - - 3,891,670 - -
Total risk-weighted assets 259,118,751 193,900,582 38,935,167 2,279,418 27,833,066
Maybank Maybank PT Bank
Islamic Investment  Internasional
Group Bank Berhad  Bank Berhad Indonesia Tbk
30.6.2011 - Basel Il RM’000 RM’000 RM’000 RM’000 RM’000
Standardised Approach exposure 60,236,549 31,459,666 3,753,922 1,040,223 21,381,949
Internal Ratings-Based Approach exposure
after scaling factor 147,528,075 129,381,636 23,571,746 - -
Total risk-weighted assets for credit risk 207,764,624 160,841,302 27,325,668 1,040,223 21,381,949
Total risk-weighted assets for credit risk absorbed by
Malayan Banking Berhad* - - (206,402) - -
Total risk-weighted assets for market risk 15,991,249 9,692,832 149,810 156,475 270,737
Total risk-weighted assets for operational risk 23,223,860 17,738,110 2,334,044 476,309 3,215,865
Additional risk-weighted assets due to capital floor - - 7,154,554 - -
Total risk-weighted assets 246,979,733 188,272,244 36,757,674 1,673,007 24,868,551
*  In accordance with BNM’s guideline on the recognition and measurement of Restricted Profit Sharing Investment

Account (“RPSIA”) as Risk Absorbent, the credit risk on the assets funded by the RPSIA are excluded from the risk
weighted capital ratio (“‘RWCR”) calculation.



Segment information is presented in respect of the Group’s
business segments and geographical locations.

(i) By business segments

The Group determines and presents operating
segments based on information provided to the Board
and senior management of the Group.

The Group is organised into four (4) segments based
on services and products available within the Group as

follows:

(@) Community Financial Services (“CFS”)

(i) Consumer banking

Consumer banking comprises the full range
of products and services offered to
individuals in Malaysia, including savings
and fixed deposits, remittance services,
current accounts, consumer loans such as
housing loans and personal loans, hire
purchases, unit trusts, bancassurance
products and credit cards.

(i)  Small, Medium Enterprise (“SME”) banking

Small, Medium Enterprise banking comprises
the full range of products and services
offered to small and medium enterprises in
Malaysia. The products and services offered
include long-term loans such as project
financing, short-term credit such as
overdrafts and trade financing and fee-based
services such as cash management and
custodian services.

(iii) Business banking

Business banking comprises the full range of
products and services offered to commercial
enterprises in Malaysia. The products and
services offered include long-term loans
such as project financing, short-term credit
such as overdrafts and trade financing and
fee-based services such as cash
management and custodian services.

(b) Global Wholesale Banking (“GWB")

(i) Corporate Banking Malaysia

Corporate banking comprises the full range
of products and services offered to business

@

(d)
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products and services offered include
long-term loans such as project financing,
. Strategy
short-term credit such as overdrafts and
trade financing and fee-based services such
as cash management and custodian services. | Performance
(i) Global Markets Malaysia Business
Review

Global markets comprise the full range of
products and services relating to treasury
activities and services, including foreign

exchange, money market, derivatives and
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trading of capital market. Leadership
(iii) Investment Banking (Maybank IB and Kim Governance

Eng Group)

| banki . h Financial &

nvestment banking comprises the Others

investment banking and securities broking

business. This segment focuses on business AGM

needs of mainly large corporate customers Information

and financial institutions. The products and
services offered to customers include
corporate advisory services, bond issuance,
equity issuance, syndicated acquisition
advisory services, debt restructuring advisory
services and share and futures dealings.

Insurance, Takaful and Asset Management

Insurance, takaful and asset management
comprise the business of underwriting all classes
of general and life insurance businesses, offshore
investment life insurance business, general
takaful and family takaful businesses, asset and
fund management, nominee and trustee services
and custodian services.

International Banking

On the international front, the domestic CFS
business is driven in-country whilst the wholesale
banking for each country has a reporting line to
the Global Wholesale Banking (“GWB”). For
purpose of management information reporting,
the GWB performance is shown separately and
comprises Corporate Banking and Global Markets
in Malaysia as well as the investment banking
business, whilst the international banking
performance comprises both the wholesale
banking and CFS banking outside of Malaysia for
example, Singapore and Indonesia.
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(i) By business segments (cont’d.)

Business Segments

GWB >
Insurance,
Community Takaful
Financial ~ Corporate Global Investment International and Asset Head Office
Group Services Banking Markets Banking Banking Management and Others Total
3112.201 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Net interest income and Islamic banking income:
- External 2,621,474 574,796 311,919 125771 1,606,402 25754 (231,801) 5,034,315
- Inter-segment - - - (735) (6,775) 9,411 (1,901) -

2,621,474 574,196 31,919 125,036 1,599,627 35165  (233,702) 5,034,315

Net interest income and Islamic banking income 2,621,474 574,196 311,919 125,036 1,599,627 35,165 (233,702) 5,034,315
Net income from insurance business - - - - - 418,828 - 418,828
Non-interest income 764,847 231,574 477,926 425,356 838,765 140,674 (504,962) 2,374,180
Net income 3,386,321 806,370 789,845 550,392 2,438,392 594,667 (738,664) 7,827,323
Overhead expenses (1,674,045)  (188,444) (128,797)  (481,647)  (1,255,661) (213,245) - (3,941,839)
Allowance for losses on loans, advances and financing (23,442) (22,152) - (13,769)  (278,781) 9,064 - (329,080)
Impairment losses on securities, net - - (58,957) (5,160) 1,697 (4,817) - (67,237)
Operating profit 1,688,834 595,774 602,091 49,816 905,647 385,669 (738,664) 3,489,167
Share of profits in associates - - - 2,619 71,615 - - 74,234
Profit before taxation and zakat 1,688,834 595,774 602,091 52,435 977,262 385,669 (738,664) 3,563,401
Tax expense and zakat (887,071)
Profit after taxation and zakat 2,676,330
Non-controlling interest (93,261)

Profit for the period attributable to equity
holders of the Bank 2,583,069



()

(i)

By business segments (cont’d.)

Business Segments

GWB >
Insurance,
Community Takaful
Financial ~ Corporate Global Investment International and Asset Head Office
Group Services Banking Markets Banking Banking Management and Others Total
30.6.2011 RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM’000 RM'000
Net interest income and Islamic banking income:
- External 4,659,970 852,220 702,770 85831 2,760,233 70952 (384173) 8,747,803
- Inter-segment - - - 3,069 (3,733) 19,848 (19,184) -
4,659970 852,220 702,770 88900 2,756,500 90,300 (403,357) 8,747,803
Net interest income and Islamic banking income 4,659,970 852,220 702,770 88900 2,756,500 90,800 (403357) 8,747,803
Net income from insurance business - - - - - 557,306 - 557,306
Non-interest income 1,564,860 427,280 865,480 393214 1421300 276,682 (834761) 414,655
Net income 6,224,830 1279500 1,568,250 482114 47177,800 924788 (1,237518) 13,419,764
Overhead expenses (3,285296)  (205,618) (145253)  (338,509) (2,270,962)  (406,546) - (6,652184)
Allowance for losses on loans, advances and financing 50,510 10,166 - 5,288 (544,305) (23,825) - (502,166)
Impairment losses on securities, net - - (101,705) (13,382) (8,072 (6,796) - (129,955)
Operating profit 2,990,044 1,084,048 1321292 135,51 1,354,461 487621 (1L237518) 6,135,459
Share of profits in associates - - - - 135,008 - - 135,008
Profit before taxation and zakat 2990,044 1,084,048 1321292 13551 1,489,469 487621 (1,231518) 6,270,467
Tax expense and zakat (1,650,709)
Profit after taxation and zakat 4,619,758
Non-controlling interest (169,430)
Profit for the year attributable to equity
holders of the Bank 4,450,278

By geographical locations

The Group has operations in Malaysia, Singapore, Indonesia, Philippines, Papua New Guinea, Brunei Darussalam, People’s
Republic of China, Hong Kong SAR, Vietnam, United Kingdom, United States of America, Cambodia and Bahrain.

With the exception of Malaysia, Singapore and Indonesia, no other individual country contributed more than 10% of the
consolidated revenue before operating expenses and of total assets.
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(ii) By geographical locations (cont’d.)

Operating revenue, net income, profit before taxation and zakat and non-current assets based on geographical locations of
customers and assets respectively are as follows:

Profit
before
Operating Net taxation Non-current
revenue income and zakat assets
31.12.20M1 RM’000 RM’000 RM’'000 RM’'000
Malaysia 9,693,325 5,775,441 3,315,276 8,138,176
Singapore 1,537,456 1,254,328 569,336 312,014
Indonesia 1,887,222 1,161,984 166,318 415,839
Others 579,936 370,413 202,642 76,461
13,697,939 8,562,166 4,253,572 8,942,490
Elimination * (813,428) (734,843) (690,171) -
Group 12,884,511 7,827,323 3,563,401 8,942,490
30.6.2011
Malaysia 15,328,262 9,611,370 5,251,502 8,012,735
Singapore 2,121,883 1,619,827 888,242 312,272
Indonesia 3,291,045 2,133,124 289,711 326,71
Others 945,338 632,354 310,057 7,367
21,686,528 13,996,675 6,739,512 8,723,085
Elimination * (646,885) (576,911) (469,045) -
Group 21,039,643 13,419,764 6,270,467 8,723,085
*  Inter-segment revenues are eliminated on consolidation.

On 25 July 2011, Maybank announced that following
the close of the Thai Tender Offer on 18 July, Mayban
IB Holdings received valid acceptance of approximately
27.99% of Kim Eng Securities (Thailand) Public
Company Limited (“KEST”) shares. As such, the
Mayban IB Holdings group’s aggregate shareholding in
KEST is approximately 83.74%.

(@) (i) Proposed acquisition by Mayban IB Holdings
Sdn Bhd (formerly known as Aseam Credit Sdn
Bhd (“Mayban IB Holdings or Offeror”)), a
wholly-owned subsidiary of Maybank, of an
aggregate of 257,559,264 ordinary shares in
Kim Eng Holdings Ltd (“Kim Eng”), representing
44.63% of the issued and paid-up share capital

of Kim Eng (“Proposed Acquisition”). On 29 July 2011, Maybank announced that Mayban IB

Holdings had on even date exercise the right of
compulsory acquisition under Section 215(1) of the
Companies Act to acquire all the Kim Eng’s shares held
by dissenting shareholders. Following the compulsory
acquisition, Kim Eng would become a wholly-owned
company of Mayban IB Holdings and will be delisted
from the Official List of the SGX-ST on 4 August 2011.

(ii) Possible mandatory conditional cash offer for
all the remaining ordinary shares of Kim Eng
not already owned by Mayban IB Holdings, its
related corporations and their respective
nominees (“Offer Shares”) subject to
completion of the Proposed Acquisition.



(@) (ii) Possible mandatory conditional cash offer for all

the remaining ordinary shares of Kim Eng not
already owned by Mayban IB Holdings, its
related corporations and their respective
nominees (“Offer Shares”) subject to completion
of the Proposed Acquisition. (cont’d.)

On 22 September 2011, Mayban IB Holdings and Kim
Eng, have completed an internal restructuring whereby
Mayban IB Holdings has transferred all the 159,320,319
KEST shares, representing approximately 27.99% of the
total paid-up KEST shares (“KEST Stake”) to Kim Eng.
Mayban IB Holdings had acquired the KEST Stake
pursuant to acceptances of the Thai Tender Offer on
22 September 2011.

Post completion of the internal restructuring, the
Mayban IB Holdings aggregate shareholding in KEST of
approximately 83.74% remains unchanged.

Maybank had on 9 December 2011 announced that
following the completion of the acquisition, Kim Eng
had on 24 October 2011 launched a tender offer to
acquire all the remaining ATR Kim Eng Financial
Corporation (“ATR KE”) shares that it did not own, at
an offer price of Peso4.38 (equivalent to approximately
RMO.31755, at the exchange rate of Peso1.00:
RMO0.0725, as at 24 October 2011, Source: Bloomberg)
for each share in ATR KE (“Tender Offer”).
Subsequently, the Tender Offer closed on

29 November 2011.

Pursuant to the Tender Offer result, Kim Eng received
valid acceptances in respect of an aggregate of
261,518,034 ATR KE shares, representing approximately
24.48% of ATR KE shares. Prior to the Tender Offer,
Kim Eng owned 797,405,432 ATR KE shares or
approximately 74.64% of the ATR KE shares. Upon
crossing of the tendered shares on 9 December 2011,
Kim Eng’s ownership in ATR KE has increased to
1,058,923,466 shares, representing approximately
99.11% of ATR KE shares.

Based on the above results, ATR KE’s public ownership
level would fall to 0.89%, which is below the 10%
minimum public ownership required of listed firms.
That being the case, ATR KE is evaluating steps it can

(b)

take to address the matter and shall disclose the same
as soon as the appropriate course of action has been
finalised.

Establishment of Subordinated Note Programme of
up to RM3.0 billion in Nominal Value (“Subordinated
Note Programme”)

In prior year, Maybank announced that it has obtained
approval from the Securities Commission vide their
letter dated 25 May 2011 for the establishment of the
Subordinated Note Programme and the issue of
subordinated notes thereunder. In addition, the approval
from Bank Negara Malaysia (“BNM”) for the issuance of
subordinated notes has also been obtained on 14 April
2011 (upon terms and conditions therein contained).

The subordinated notes issued under the Subordinated
Note Programme will qualify as Tier 2 capital of
Maybank subject to compliance with the requirements
as specified in the Risk Weighted Capital Adequacy
Framework and Capital Adequacy Framework for
Islamic banks by BNM.

The tenure of the Subordinated Note Programme is up
to 20 years from the date of first issue of subordinated
notes under the Subordinated Note Programme and
each subordinated note issued shall have a tenure of
either the following: 10-year non-callable basis; 15 years
on a 15 non-callable 10 basis; 12 years on a 12 non-
callable 7 basis or 10 years on a 10 non-callable 5 basis.

Each issuance of subordinated notes under

the Subordinated Note Programme, save and except for
subordinated notes issued on a 10-year non-callable
basis, shall have a callable option allowing Maybank and
subject to the redemption conditions being satisfied,
redeem (in whole, but not in part) that tranche of
subordinated notes on the call date at their principal
amount together with accrued but unpaid coupon (if
any) (“Optional Redemption”). Further to the Optional
Redemption, Maybank may also, at its option and
subject to the redemption conditions being satisfied,
redeem a tranche of subordinated notes (in whole, but
not in part) if a regulatory event occurs at the principal
amount together with accrued but unpaid coupon (if
any) (“Regulatory Redemption”). The Optional
Redemption and Regulatory Redemption of one tranche
of the subordinated notes shall not trigger the
redemption of other tranches of subordinated notes.
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(c) Subsequent events

®

(b) Establishment of Subordinated Note Programme of

up to RM3.0 billion in Nominal Value (“Subordinated
Note Programme”) (cont’d.)

The net proceeds from the issuance of the subordinated
notes will be utilised to fund Maybank’s working
capital, general banking and other corporate purposes.

During the financial period, Maybank had on 15 August
2011 issued RM2.0 billion of subordinated notes
(“Subordinated Notes”) under the Subordinated Note
Programme, which has been accorded a long term rating
of AAT by RAM Rating Services Berhad. The
Subordinated Notes issued shall have tenure of 10 years
on a 10 non-callable 5 basis and will mature on 16
August 2021. It is callable on 15 August 2016 and on
every interest payment date thereafter. The
Subordinated Notes offering was priced at 4.10%.

(i)

Maybank had on 28 December 2011 announced that
Maybank had made a subsequent issuance of RM1.0
billion of subordinated notes under the Subordinated
Note Programme.

The subordinated notes issued comprise the following
tranches:

(i)  RM750.0 million of subordinated notes with
tenure of 10 years on a 10 non-callable 5 basis
(“Tranche 17); and

RM250.0 million of subordinated notes with
tenure of 12 years on a 12 non-callable 7 basis
(“Tranche 27).

(i)

Tranche 1 and Tranche 2 of the subordinated notes
were priced at 3.97% and 4.12% respectively and
had received strong support and interest from
investors resulting in an over subscription of over
1.47 times for Tranche 1and 1.48 times for Tranche
2.

The Subordinated Notes issued under the
Subordinated Note Programme will qualify as Tier
2 capital of Maybank subject to compliance with
the requirements as specified in the Risk Weighted
Capital Adequacy Framework and Capital
Adequacy Framework for Islamic banks by BNM.

The net proceeds from the issuance of the
subordinated notes will be utilised to fund
Maybank’s working capital, general banking and
other corporate purposes.

Issuance of Senior Unsecured Notes of
USD400.0 million pursuant to the USD2.0 billion
Multi-currency Medium Term Note Programme

Maybank had on 10 February 2012, issued
USD400 million nominal value of Senior
Unsecured Notes under its USD2.0 billion
Multi-currency Medium Term Note Programme as
disclosed in Note 26(b)(ii). The Senior Unsecured
Notes will mature on 10 February 2017 and
carries a coupon of 3.0% per annum payable
semi-annually in arrears. The net proceeds from
the issuance of the Senior Unsecured Notes will
be utilised by Maybank to fund its working
capital, general banking and for other corporate
purposes.

Proposed establishment of Subordinated Note
Programme of up to RM7.0 billion in nominal
value (“Subordinated Note Programme”)

Maybank had obtained approval from the
Securities Commission vide their letter dated 15
February 2012 for the establishment of the
Subordinated Note Programme and the issuance
of Subordinated Notes thereunder.

In addition, the approval from Bank Negara
Malaysia (“BNM”) for the issuance of
Subordinated Notes had also been obtained on
14 December 2011 (upon terms and conditions
therein contained).

The Subordinated Notes issued under the
Subordinated Note Programme will qualify as Tier
2 capital of Maybank subject to compliance with
the requirements as specified in the Risk
Weighted Capital Adequacy Framework and
Capital Adequacy Framework for Islamic Banks
(General Requirements and Capital Components)
guideline issued by BNM.

The tenure of the Subordinated Note Programme
is up to 20 years from the date of first issuance
of Subordinated Notes under the Subordinated
Note Programme and each Subordinated Note
issued shall have a tenure of either the following;
10-year non-callable basis; 15 years on a 15
non-callable 10 basis; 12 years on a 12 non-
callable 7 basis or 10 years on a 10 non-callable 5
basis.



52. SIGNIFICANT AND SUBSEQUENT EVENTS (CONT’D.)

(c) Subsequent events (cont’d.)

(ii) Proposed establishment of Subordinated Note Programme of up to RM7.0 billion in nominal value (“Subordinated
Note Programme”) (cont’d.)

Each issuance of Subordinated Notes under the Subordinated Note Programme, save and except for Subordinated

Notes issued on a 10-year non-callable basis, shall have a callable option allowing Maybank and subject to the

redemption conditions being satisfied, redeem (in whole, but not in part) that tranche of Subordinated Notes on the
call date at their principal amount together with accrued but unpaid coupon (if any) (“Optional Redemption”). Further
to the Optional Redemption, Maybank may also, at its option and subject to the redemption conditions being satisfied,
redeem a tranche of Subordinated Notes (in whole, but not in part) if a regulatory event occurs at the principal amount

together with accrued but unpaid coupon (if any).

The net proceeds from the issuance of the Subordinated Notes will be utilised to fund Maybank’s working capital,

general banking and other corporate purposes.

53. LIFE, GENERAL TAKAFUL AND FAMILY TAKAFUL FUNDS’ STATEMENT OF

FINANCIAL POSITION AS AT 31 DECEMBER 2011

31.12.2011 30.6.2011
Family General Family General
Life Takaful Takaful Life Takaful Takaful
Fund Fund Fund Total Fund Fund Fund Total
Group RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Assets
Property, plant and equipment 62,134 5 6 62,745 72,850 9 537 73,396
Investment properties 480,470 - - 480,470 480,470 1,235 40 481,745
Intangible assets 21,364 M 3 22,308 15 - - 15
Investments 9,303,419 6,651,499 1,087,295 17,042,213 9,173,836 6,205,050 966,291 16,345,177
Loans 263,170 40,878 3 304,051 284,070 53,486 1,625 339,181
Receivables 130,846 124,689 107,565 363,100 183,080 137,624 118,798 439,502
Cash and bank balances 56,539 48,037 32,218 136,194 78,786 19,931 29,060 m
Deferred tax assets 32,998 - - 32,998 - - - -
Investment-linked business assets 1,351,884 106,749 - 1,458,633 1,237,828 151,792 - 1,389,620
11,703,424 6,972,768 1,227,120 19,903,312 1,510,935 6,569,127 116,351 19,196,413
Liabilities
Provision for outstanding claims 51,806 125,546 416,016 593,368 64,532 104,725 206,731 375,988
Other liabilities 718,518 821,174 753,044 2,292,736 826,508 3,355,873 850,231 5,032,612
710,324 946,720 1,169,060 2,886,104 891,040 3,460,598 1,056,962 5,408,600
Life, general takaful and family takaful policy
holders’ funds 10,933,100 6,026,048 58,060 17,017,208 10,619,895 3,108,529 59,389 13,787,813
11,703,424 6,972,768 1,227,120 19,903,312 11,510,935 6,569,127 116,351 19,196,413

(i) The operating revenue generated from the life insurance, general takaful and family takaful businesses of the Group for the

financial period amounted to approximately RM2,845,147,000 (30.6.2011: RM5,156,058,000).
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(a) Statements of financial position as at 31 December 2011

Group
30.6.2011
Note RM’000
Assets

Cash and short-term funds f) 8,971,617 9,684,169
Deposits and placements with banks and other financial institutions (g 429,910 394,136
Securities portfolio (h) 8,640,930 6,823,392
Financing and advances 0] 50,926,004 46,244,031
Deferred tax assets () 178,148 161,550
Derivative assets (k) 28,198 14,646
Other assets Q) 4,492,748 4,737,314
Statutory deposits with Bank Negara Malaysia (m) 1,834,800 913,900
Intangible asset (n) 3,701 918
Property, plant and equipment (o) 2,551 347
75,508,607 68,974,403

Liabilities
Deposits from customers (p) 59,090,400 50,890,270
Deposits and placements of banks and other financial institutions (q) 9,449,458 11,292,077
Bills and acceptances payable 504,237 1,115,350
Derivative liabilities (k) 96,179 53,504
Other liabilities (r) 193,515 175,494
Provision for taxation and zakat (t) 109,256 52,931
Subordinated sukuk (u) 1,010,723 1,010,637

70,453,768 64,590,263

Islamic banking capital funds

Islamic banking funds 943,296 459,287
Reserves 4,111,543 3,924,853
5,054,839 4,384,140

75,508,607 68,974,403

Commitments and contingencies (bb) 22,853,525 18,643,612

The accompanying notes form an integral part of the financial statements.



54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

Income statements for the period ended 31 December 2011

Group

1.7.2011 1.7.2010

to to

31.12.2011 30.6.2011

Note RM’000 RM’000

Income derived from investment of depositors’ funds (v) 1,585,183 2,538,614

Expenses directly attributable to depositors and Islamic Banking Funds (36,625) (24,842)

Profit equalisation reserves - (91,317)

Gross attributable income 1,548,558 2,422,455

Allowance for losses on financing and advances (w) (61,343) (10,720)

Total attributable income 1,487,215 2,411,735

Income attributable to the depositors (x) (729,158) (1,054,681)

Income attributable to the Group 758,057 1,357,054
Income derived from investment of Islamic Banking Funds:

Gross investment income (y) 155,131 131,257 |

Net income from investment of Islamic Banking Funds 155,131 131,257

913,188 1,488,311

Finance cost (21,186) (10,637)

Overhead expenses (2) (324,877) (573,471)

Profit before taxation and zakat 567,125 904,203

Taxation (aa) (136,866) (217,239)

Zakat (5,673) (9,435)

Profit for the period/year 424,586 677,529

For consolidation and amalgamation with the conventional operations, net income from Islamic Banking Scheme comprises

the following items:

Gross attributable income 1,548,558 2,422,455
Net income from investment Islamic Banking Funds 155,131 131,257
Total income before allowance for losses on financing
and advances and overhead expenses 1,703,689 2,553,712
Income attributable to the depositors (729,158) (1,054,681)
974,531 1,499,031
Finance cost (21,186) (10,637)
Net of intercompany income and expenses 54,692 73,479
Income from Islamic Banking Scheme operations reported in the
Group-wide income statements 1,008,037 1,561,873
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(c) Statement of comprehensive income for the period ended 31 December 2011

(d)

Group
1.7.20M1 1.7.2010
to to
31.12.2011 30.6.2011
RM’000 RM’'000
Profit for the period/year 424,586 677,529
Other comprehensive income/(loss):
Currency translation differences in respect of foreign operations 3,438 (2,665)
Net gain on revaluation of securities available-for-sale 48,652 9,237
Income tax relating to components of other comprehensive income (12,220) 379
Other comprehensive income for the period/year, net of tax 39,870 6,951
Total comprehensive income for the period/year 464,456 684,480
The accompanying notes form an integral part of the financial statements.
Statements of changes in Islamic Banking Fund
Non-distributable 3
*Equity
contribution
Islamic Unrealised  Exchange from Profit Distributable
Banking Share Holding Fluctuation  Statutory the holding Equalisation  Retained
Fund  Premium Reserve Reserve Reserve ~ company Reserve Profits Total
Group RM’000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM'000
At 1 July 20M 459,287 2,488,400 18,882 (2,644) 147,338 1,697 - 12180 4,384,140
Profit for the period - - - - - - - 424,586 424,586
Other comprehensive income - - 36,432 3,438 - - - - 39,870
Total comprehensive income
for the period - - 36,432 3,438 - - - 424,586 464,456
Transfer from/(to) Head Office 484,009 - - - - - - (330) 483,679
Dividend on ordinary shares - - - - - - - (3M,892)  (31m,892)
Reversal of PER under the previous
guideline (Note 54(s)) - - - - - - - 34,456 34,456
Net transfer for the period (Note 54(s)) - - - - - - 34,456 (34,456) -
At 31 December 2011 943,296 2,488,400 55,314 794 147,338 1,697 34,456 1,383,544 5,054,839
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.) Wh
o]
(d) Statements of changes in Islamic Banking Fund (cont’d.) We Are
¢ Non-distributable > Strategy
*Equity
contribution Performance
Islamic Unrealised  Exchange from Distributable
Banking Share Holding Fluctuation  Statutory theholding  Retained Business
Fund  Premium  Reserve  Reserve  Reserve  company Profits Total Review
Group (cont'd.) RM’000 RM'000 RM’000 RM'000 RM'000 RM’000 RM'000 RM'000
Responsibility
At 1July 2010 207,410 2,488,400 9,266 2 147,338 (2,536) 637319 3,487,218
Profit for the year - - - - - - 677,529 677,529 )
o Leadership
Other comprehensive income/(loss) - - 9,616 (2,665) - - - 6,951
Total comprehensive income for the year - - 9,616 (2,665) - - 677,529 684,480 |
. ) Governance
Transfer to Retained Profits - - - - - 4,233 4,2%3) -
Transfer from Head Office 251,877 - - - - - - 251,877
Transfer from MSI A - - - - - - (39,435) (39,435) -
At 30 June 201 459,287 2,488,400 18,882 (2,644) 147,338 1,697 1271080 4,384,140
AGM
Information

(e)

*  Arose from waiver of intercompany balance between respective subsidiaries on the instruction of the holding company.

A Maybank Syariah Indonesia

Statement of cash flows for the period ended 31 December 2011

Group

1.7.2011 1.7.2010
to to
31.12.201 30.6.2011
RM’000 RM’000

Cash flows from operating activities
Profit before taxation and zakat 567,125 904,203

Adjustments for:

Allowance for losses on financing and advances 109,954 75,264
Amortisation of premiums less accretion of discounts (440) 599
Profit equalisation reserves - 91,317
Unrealised loss/(gain) on revaluation of derivatives 30,294 (2,627)
Unrealised gain on revaluation of securities held-for-trading (577) (1,187)
Gain on disposal of securities available-for-sale (17,638) (37,565)
Gain on disposal of securities held-for-trading (1,493) (885)
Unrealised gains on foreign exchange transactions (15,969) (11,185)
Depreciation and amortisation of property, plant and equipment 1,728 587
Share options granted under ESS 968 -
Operating profit before working capital changes 673,952 1,018,521
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS") (CONT’D.)
(e) Statement of cash flows for the period ended 31 December 2011 (cont’d.)

Group
1.7.2011 1.7.2010
to to
31.12.20M1 30.6.2011
RM’000 RM’000
Cash flows from operating activities (cont’d.)

Change in deposits and placements with banks and other financial institutions (35,774) (393,429)
Change in financing and advances (4,791,927) (12,786,605)
Change in derivative assets and liabilities (1,171) 38,222
Change in other assets 256,790 (4,469,697)
Change in statutory deposit with Bank Negara Malaysia (920,900) (760,900)
Change in deposits from customers 8,216,099 16,207,842
Change in deposits and placements of banks and other financial institutions (1,842,619) 6,240,731
Change in bills and acceptances payable (611,113) 1,087,175
Net purchase of securities portfolio (1,757,520) (2,082,760)
Change in other liabilities 72,695 (1,141,061)
Cash (used in)/generated from operations (741,488) 2,958,039
Taxes and zakat paid (115,036) (302,528)
Net cash (used in)/generated from operating activities (856,524) 2,655,511

Cash flows from financing activities
Dividend paid (311,892) -
Profit paid for Subordinated Sukuk (21,100) -
Proceeds from issuance of Subordinated Sukuk - 1,000,000
Retained profits transferred from MSI from conventional book - (39,435)
Funds transferred from Head Office 483,679 251,877
Net cash generated from financing activities 150,687 1,212,442

Cash flows from investing activities
Purchase of property, plant and equipment (3,932) (934)
Purchase of intangible asset (2,783) (918)
Net cash used in investing activities (6,715) (1,852)
Net (decrease)/increase in cash and cash equivalents (712,552) 3,866,101
Cash and cash equivalents at beginning of period/year 9,684,169 5,818,068
Cash and cash equivalents at end of period/year 8,971,617 9,684,169

The accompanying notes form an integral part of the financial statements.



54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

U]

(g)

(h)

Cash and short-term funds

Group
31.12.2011 30.6.2011
RM’000 RM’000
Cash, balances and deposits with banks and other financial institutions 1,768,413 1,517,079
Money at call and interbank placements with remaining maturity not
exceeding one month 7,203,204 8,167,090
8,971,617 9,684,169
Deposits and placements with banks and other financial institutions
Group
31.12.2011 30.6.2011
RM’000 RM’000
Licensed banks 429,699 393,799
Bank Negara Malaysia 21 337
429,910 394,136
Securities portfolio
Group
31.12.20M1 30.6.2011
Note RM’000 RM’000
Securities held-for-trading 0] 2,360,877 513,225
Securities available-for-sale (ii) 6,108,169 6,138,274
Securities held-to-maturity (iii) 171,884 171,893
8,640,930 6,823,392
(i) Securities held-for-trading
Group
31.12.20M1 30.6.2011
RM’000 RM’000
At fair value
Money market instruments:-
Malaysian Government Investment Issues 215,712 30,281
Bank Negara Malaysia Sukuk ljarah bonds 116,331 -
Foreign Certificates of Deposits 145,985 240,592
Bank Negara Malaysia Monetary Notes 1,882,849 242,352
Total securities held-for-trading 2,360,877 513,225
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)
(h) Securities portfolio (cont'd.)
(ii) Securities available-for-sale

Group
31.12.2011 30.6.2011
RM’000 RM’000
At fair value
Money market instruments:-
Cagamas bonds 149,891 183,997
Bank Negara Malaysia Sukuk ljarah bonds 11,132 11,104
Malaysian Government Investment Issues 3,062,272 3,696,550
Foreign Government Treasury Bills 50,097 49,414
Negotiable instruments of deposits 952,927 249,219
Bankers’ acceptances and Islamic accepted bills 4,17 220,933
Khazanah bonds 246,209 236,252
4,476,645 4,647,469
Unquoted securities:-
Islamic private debt securities in Malaysia 1,411,674 1,322,519
Foreign Islamic debt securities 33,146 50,986
Malaysia Global Sukuk 186,704 117,300
1,631,524 1,490,805
Total securities available-for-sale 6,108,169 6,138,274

(iii) Securities held-to-maturity

Group

31.12.2011 30.6.2011
RM’'000 RM’000

At amortised cost
Money market instruments:-
Malaysian Government Investment Issues 141,549 141,893

Unquoted securities:-
Islamic private debt securities in Malaysia 30,335 30,000

Total securities held-to-maturity 171,884 171,893

The maturity structure of money market instruments available-for-sale and held-to-maturity are as follows:

Group
31.12.201M 30.6.2011
RM’'000 RM’'000
Maturing within one year 1,261,117 941,973
One year to three years 774,224 454,051
Three years to five years 868,555 1,138,278
After five years 1,714,298 2,255,060

4,618,194 4,789,362




(“RPSIA”) as part of an arrangement between Maybank Islamic Berhad (“MIB”) and the Bank. The Group’s conventional
operations are exposed to risks and rewards on RPSIA financing and will account for all the collective and individual

allowances for impaired financing arising thereon.

377
At A
Glance
Our
Perspective
54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.) Wh
o]
(i) Financing and advances We Are
Group Strategy
31.12.2011 30.6.2011
RM'000 RM’'000 Performance
Cashline 2,103,900 2,027,371
Term financing Business
- House financing 7,275,137 6,237,944 | Review
- Syndicated financing 632,750 235,582
- Hire purchase receivables 18,167,588 18,198,072 Responsibility
- Other term financing 43,787,468 37,591,734
Bills receivables 4,610 2,201 Leadership
Trust receipts 204,263 170,724
Claims on customers under acceptance credit 3,507,816 3,648,182 Governance
Staff financing 427,004 782,675
Credit card receivables 340,254 307,454 -
Revolving credit 4,315,880 3,319,247
80,766,670 72,521,186 AGM
Unearned income (28,894,399) (25,341,649) Information
Gross financing and advances* 51,872,271 47,179,537
Allowance for losses on financing and advances
- Individual (298,840) (354,688)
- Collective (647,427) (580,818)
Net financing and advances 50,926,004 46,244,031
*  Included in financing and advances are the underlying assets under the Restricted Profit Sharing Investment Accounts
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)
(i) Financing and advances (cont’d.)

(i)  Financing and advances analysed by concepts are as follows:

Group

31.12.2011 30.6.2011

RM’000 RM’000

Bai’ Bithaman Ajil 18,365,967 17,932,184
ljarah 15,146,087 15,179,894
Murabahah 14,473,620 11,859,082
Al-ljarah Muntahiyah Bi Tamleek 632,750 235,581
Musharakah Mutanagisah 2,852,124 1,625,386
Other concepts 401,723 347,410
Gross financing and advances 51,872,271 47,179,537

(i) Financing and advances analysed by type of customers are as follows:

Group

31.12.2011 30.6.2011

RM’000 RM’000

Domestic non-banking institutions 5,294,637 4,428,924
Domestic business enterprises

- Small and medium enterprises 6,611,292 4,364,401

- Others 6,534,016 7,209,199

Government and statutory bodies 318,878 295,958

Individuals 31,508,331 29,991,373

Other domestic entities 137,876 9,454

Foreign entities 1,467,241 880,228

Gross financing and advances 51,872,271 47]179,537

(iii) Financing and advances analysed by profit rate sensitivity are as follows:

Group
31.12.20M 30.6.2011
RM’000 RM’000
Fixed rate

- House financing 2,886,621 2,669,618
- Hire purchase receivables 15,152,459 15,188,904
- Other financing 6,185,649 5,737,136

Floating rate
- House financing 4,748,777 2,682,324
- Other financing 22,898,765 20,901,555

Gross financing and advances 51,872,271 47]179,537




54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

()

Financing and advances (cont’d.)

(iv) Financing and advances analysed by their economic purposes are as follows:

v

Group

31.12.2011 30.6.2011

RM’000 RM’000

Purchase of securities 8,062,663 7,970,308

Purchase of transport vehicles 16,767,735 15,903,267

Less: Islamic hire purchase receivables sold to Cagamas (1,499,270) (682,679)

Purchase of landed properties

- Residential 7,440,476 6,386,760

- Non-residential 1,269,053 901,487

Personal use 1,000,365 864,989

Consumer durables 3 13

Construction 2,625,570 1,714,608

Working capital 15,277,873 13,215,089

Credit cards 555,124 307,454

Other purpose 372,679 598,241

Gross financing and advances 51,872,271 47]179,537
The maturity structure of financing and advances is as follow:

Group

31.12.2011 30.6.2011

RM’000 RM’000

Maturing within one year 7,700,574 7,297,630

One year to three years 2,177,749 1,555,742

Three years to five years 8,751,910 7,738,631

After five years 33,242,038 30,587,534

Gross financing and advances 51,872,271 47179,537
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

()

Financing and advances (cont'd.)

(vi) Movements in the impaired financing and advances are as follows:

(vii)

Movements in impaired financing and advances

Group
31.12.2011 30.6.2011
RM’000 RM’000
At beginning of the period/year 928,549 1,155,639
Newly impaired 316,586 770,551
Amount recovered/regularised (340,991) (700,306)
Expenses debited to customers’ accounts 9,448 29,545
Amount written off (101,619) (326,880)
At end of the period/year 811,973 928,549
Less:
- Individual allowance (298,840) (354,688)
Net impaired financing and advances 513,133 573,861
Calculation of ratio of net impaired financing
Gross financing and advances (excluding RPSIA financing) 51,222,271 46,529,537
Less:
- Individual allowance (298,840) (354,688)
Net financing and advances 50,923,431 46,174,849
Ratio of net impaired financing 1.01% 1.24%
Impaired financing and advances analysed by their economic purposes are as follows:
Group
31.12.2011 30.6.2011
RM’000 RM’000
Purchase of securities 7,222 4,514
Purchase of transport vehicles 57,316 50,791
Purchase of landed properties:
- Residential 149,843 201,824
- Non-residential 17,210 22,981
Personal use 13,198 12,101
Consumer durables 3 3
Construction 56,599 73,657
Working capital 504,002 557,794
Credit cards 6,580 4,884

811,973 928,549




54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)
(i) Financing and advances (cont’d.)

(viii) Movements in the allowances for impaired financing and advances are as follows:

Group

31.12.2011 30.6.2011
RM’000 RM’000

Individual allowance
At beginning of the period/year 354,688 473,823
Allowance made 28,449 94,775
Amount written back (38,004) (41,822)
Amount written off (45,554) (165,650)
Amount transfer to collective allowance (739) (6,438)
At end of the period/year 298,840 354,688

Collective allowance
At beginning of the period/year 580,818 713,938
Amount transfer from MILL conventional 4,153 -
Amount transfer from MSI from conventional banking - 3,925
Allowance made* 117,604 17,668
Amount written off (56,065) (161,230)
Amount transfer from individual allowance 739 6,438
Exchange difference 178 79
At end of the period/year 647,427 580,818
As a percentage of total financing and advances, less individual allowance 1.27% 1.26%

*  As at 31 December 2011, the gross exposures to RPSIA financing is RM650.0 million (30 June 2011: RM650.0
million) is excluded from gross financing and advances for the individual and collective allowance computation.
The collective allowance relating to this RPSIA amounting RM1.5 million (30 June 2011: RM1.8 million) is
recognised in the Group’s conventional operations. There was no individual allowance provided on this RPSIA

financing.
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(j) Deferred tax assets

Group
31.12.2011 30.6.2011
RM’000 RM’000
At beginning of the period/year (161,550) (126,731)
Recognised in profit or loss (Note 54(aa)) (28,822) (33,734)
Recognised in other comprehensive income (net) 12,220 (379)
Recognised in equity - (706)
Exchange differences 4 -
At end of the period/year (178,148) (161,550)
Deferred tax assets of the Group:
Allowances Unrealised holding
for losses on reserve, impairment Other
financing and loss on securities and  temporary
advances  amortisation of premium  difference Total

Group RM’000 RM’000 RM’000 RM’000
At 1 July 2011 (142,558) (16,890) (2,102) (161,550)
Recognised in profit or loss (29,114) 297 (5) (28,822)
Recognised in other comprehensive income - 12,220 - 12,220
Exchange differences - - 4 4
At 31 December 2011 (171,672) (4,373) (2,103) (178,148)
At 1 July 2010 (131,799) 6,074 (1,006) (126,731)
Recognised in profit or loss (10,646) (22,585) (503) (33,734)
Recognised in other comprehensive income - (379) - (379)
Recognised in equity m3) - (593) (706)
At 30 June 2011 (142,558) (16,890) (2,702) (161,550)
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.) Wh
o]
Derivative financial instruments We Are
The table below shows the fair value of derivative financial instruments recorded as assets or liabilities, together with their
notional amounts. The notional amount, recorded gross, is the amount of the derivative’s underlying asset, reference rate or Strategy
index and is the basis upon which change in the value of derivatives are measured. The notional amounts indicate the
volume of transactions outstanding at the period end and are indicative of neither the market risks nor the credit risk. Performance
31.12.201 30.6.2011 Business
Review
Contract/ Contract/
Notional Fair value Notional Fair value Responsibility
amount Assets Liabilities amount Assets Liabilities
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 Leadership
Trading derivatives
Foreign exchange contracts: Governance
Currency forward
- Less than one year 1,448,253 20,156 (19,673) 926,730 8,902 (8,792) -
Currency spot
- Less than one year 50,079 41 (47) 102,634 30 (70) AGM
Profit rate related contracts: Information
Profit rate options
- Less than one year 35,500 - - 573,300 2,462 (44,206)
- More than three years 200,000 722 (40,881) - - -
Cross currency profit rate swaps
- More than three years 300,500 7,104 (7,104) - - -
2,034,332 28,023 (67,705) 1,602,664 11,394 (53,068)
Hedging derivatives
Profit rate swaps
- One year to three years 1,450,000 175 (15,207) 1,600,000 3,252 (436)
- More than three years 350,000 - (9,157) - - -
Cross currency profit rate swaps
- More than three years 317,500 - (4,110) - - -
2,117,500 175 (28,474) 1,600,000 3,252 (436)
Total derivative assets/(liabilities) 4,151,832 28,198 (96,179) 3,202,664 14,646 (53,504)
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)
(I) Other assets

Group
31.12.2011 30.6.2011
RM’000 RM’000
Amount due from holding company 3,726,917 3,770,088
Prepayment and deposits 74,910 51,286
Other debtors 690,921 915,940
4,492,748 4,737,314

(m) Statutory deposits with Bank Negara Malaysia

The non-interest bearing statutory deposits maintained with Bank Negara Malaysia are in compliance with Section 37(1)(c) of
the Central Bank of Malaysia Act, 1958 (revised 1994), the amounts of which are determined as set percentages of total
eligible liabilities.

(n) Intangible asset

Group
31.12.2011 30.6.2011
RM’000 RM’000
Computer Software
Cost:
At beginning of the period/year 2,672 -
Transfer from MSI - 1,549
2,672 1,549
Additions 3,878 1145
Exchange differences (15) (22)
At end of the period/year 6,535 2,672
Accumulated amortisation:
At beginning of the period/year 1,754 -
Transfer from MSI - 1,497
1,754 1,497
Amortisation charged 1,100 278
Transfer (10) -
Exchange differences (10) 1)
At end of the period/year 2,834 1,754

Net carrying amount 3,701 918
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

Who
(o) Property, plant and equipment We Are
Office Strategy
Furniture,
Fittings, Computers
Equipment aid ’ and Motor Performance
Renovations Peripherals Vehicles Total '
Group RM’'000 RM’'000 RM’'000 RM’'000 223;2@55
At 31 December 2011
Cost Responsibility
At T July 20T 1,379 1,481 992 3,852
Additions 2,540 273 354 3,167 Leadership
Disposals (757) - - (757)
Write-offs (3) - (433) (436) | Governance
Exchange differences ) 3) (5) (22)

At 31 December 2011 3,150 1,746 908 5,804 -

Accumulated depreciation and impairment losses

At T July 20M 1,263 1,370 872 3,505 AGM
Charge for the period 521 80 23 624 Information
Disposals (580) - - (580)
Write-offs (V) - (275) (276)
Exchange differences @ (8) ) (20)
At 31 December 2011 1,196 1,442 615 3,253
Analysed as:
Accumulated depreciation 1,196 1,442 615 3,253
Net carrying amount 1,954 304 293 2,551
At 30 June 2011
Cost
At 1 July 2010 - - - -
Transfer from MSI 1,194 1,449 992 3,635

1,194 1,449 992 3,635
Additions 185 32 - 217
At 30 June 2011 1,379 1,481 992 3,852

Accumulated depreciation and impairment losses
At 1 July 2010 - - - -

Transfer from MSI 1123 1,287 81 3,221
1,123 1,287 81 3,221

Charge for the year 140 83 61 284

At 30 June 201 1,263 1,370 872 3,505

Analysed as:

Accumulated depreciation 1,263 1,370 872 3,505

Net carrying amount 116 m 120 347
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(p) Deposits from customers

Group
31.12.2011 30.6.2011
RM’000 RM’000
Mudharabah Fund

Demand deposits 3,603,096 3,777,414
Savings deposits 508,499 423,091
General investment deposits 20,917,948 17,146,396
Negotiable instruments of deposits 257,716 242,829
25,287,259 21,589,730

Non-Mudharabah Fund
Demand deposits 5,866,894 5,734,190
Savings deposits 6,689,436 6,178,284
Fixed return investment deposits 21,046,377 16,845,483
Structured deposits* 200,434 542,583

33,803,141 29,300,540

59,090,400 50,890,270

*  Structured deposits represent Ringgit Malaysia time deposits with embedded foreign currency exchange option,
commodity-linked time deposits and profit rate options.

(i)  The maturity structure of general investment deposits, negotiable instruments of deposits and fixed return
investment deposits are as follows:

Group
31.12.2011 30.6.2011
RM’000 RM’000
Due within six months 36,797,365 31,271,526
Six months to one year 5,138,961 2,662,796
One year to three years 126,498 139,286
Three years to five years 159,217 161,100
42,222,041 34,234,708

(i) The deposits are sourced from the following customers:

Group
31.12.20M1 30.6.2011
RM’000 RM’000
Business enterprises 28,267,971 20,062,432
Individuals 15,054,874 13,884,343
Government and statutory bodies 7,354,080 6,775,033
Others 8,413,475 10,168,462

59,090,400 50,890,270




54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(q) Deposits and placements of banks and other financial institutions

Group
31.12.2011 30.6.2011
RM’000 RM’000
Mudharabah Fund
Licensed banks* 5,342,341 6,119,038
Other financial institutions 543,834 2,781,429
5,886,175 8,900,467
Non-Mudharabah Fund
Licensed banks 3,376,362 2,202,728
Other financial institutions 186,921 188,882
3,563,283 2,391,610
9,449,458 11,292,077
*  Included in the deposits and placements of licensed banks is the Restricted Profit Sharing Investment Account

(“RPSIA”) placed by the Group’s conventional operations amounting to RM650 million (30.6.2011: RM650 million).
These deposits are used to fund certain specific financing. The RPSIA is a contract based on the Mudharabah principle
between two parties to finance a financing where the investor solely provides capital and the business venture is
managed solely by the entrepreneur. The profit of the business venture is shared between both parties based on
pre-agreed ratios. Losses shall be borne by the depositors.

(r) Other liabilities
Group

31.12.2011 30.6.2011

RM’000 RM’000

Profit equalisation reserves (Note 54(s)) 59,852 95,247

Due to Head Office 68,613 28,326
Other creditors, provisions and accruals 65,050 51,921
193,515 175,494
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(s)

®

(u)

Profit Equalisation Reserves (“PER”)
Group
31.12.20M1 30.6.2011
RM’000 RM’000
At beginning of the period/year 95,247 4,228
Transfer to Non-Distributable profit equalisation reserves (34,456) -
Distribution to Investment Account Holder (1,189) -
Provision made - 91,708
Amount written back - (410)
Exchange difference 250 (279)
At end of the period/year * 59,852 95,247
*  PER at the end of the financial period of which the IBI's portion is RM Nil (30.6.2011: RM34.5 million). Under the new
BNM PER Guideline, the PER of IBI is to be classified as a separate reserve in equity.
Provision for taxation and zakat
Group
31.12.201 30.6.2011
RM’000 RM’000
Taxation 80,621 33,024
Zakat 28,635 19,907
109,256 52,931
Subordinated sukuk
Group
31.12.2011 30.6.2011
RM’000 RM’000
RM1,000 million subordinated sukuk due in 2021 1,010,723 1,010,637

On 31 March 2011, Maybank Islamic Berhad, a wholly-owned subsidiary of the Bank, issued RM1.0 billion nominal value Tier
2 Islamic subordinated sukuk (“the Sukuk”) under the Shariah principle of Musyarakah. The sukuk carries a tenure of 10
years from issue date on 10 non-callable 5 basis, with a profit rate of 4.22% per annum payable semi-annually in arrears in
March and September each year and is due in March 2021. The subsidiary has the option to redeem the sukuk on any
semi-annual distribution date on or after the 5th anniversary from the issue date. Should the subsidiary decide not to
exercise its option to redeem the Sukuk, the Sukuk shall continue to be outstanding until the final maturity date.

The Sukuk is unsecured and it is subordinated in rights and priority of payment, to all deposit liabilities and other liabilities
of Maybank Islamic Berhad except liabilities of Maybank Islamic Berhad which by their terms rank pari passu in right and
priority of payment with the Sukuk.



54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(v) Income derived from investment of depositors’ funds

Group
1.7.2011 1.7.2010
to to
31.12.2011 30.6.2011
RM’000 RM’000
Income from investment of:
(i)  General investment deposits 1,124,601 1,689,763
(i) Other deposits 460,582 848,851
1,585,183 2,538,614
(i)  Income derived from investment of general investment deposits
Group
1.7.2011 1.7.2010
to to
31.12.2011 30.6.2011
RM’000 RM’000
Finance income and hibah
Financing and advances 934,167 1,308,076
Securities available-for-sale 66,604 115,588
Securities held-to-maturity 3,122 4,286
Securities held-for-trading 1,992 1,199
Money at call and deposits with financial institutions 66,395 88,741
1,072,280 1,517,890
Amortisation of premiums less accretion of discounts (303) 377
Total finance income and hibah 1,071,977 1,518,267
Other operating income:
(a) Fee income 53,098 131,838
(b) Gain on disposal of securities held-for-trading 1,016 548
(c) Gain on disposal of securities available-for-sale 8,938 29,748
(d) Unrealised (loss)/gain on revaluation of derivatives (20,603) 1,626
(e) Gains on foreign exchange:
- Realised 9,369 7,001
- Unrealised 413 -
(f)  Unrealised gain on securities held-for-trading 393 735
1,124,601 1,689,763
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“I1BS”) (CONT’D.)

(v)

(w)

Income derived from investment of depositors’ funds (cont’d.)

(i) Income derived from investment of other deposits:

Group
1.7.2011 1.7.2010
to to
31.12.20M1 30.6.2011
RM’000 RM’000
Finance income and hibah
Financing and advances 382,253 681,333
Securities available-for-sale 27,178 56,393
Securities held-to-maturity 1,046 2,285
Securities held-for-trading 813 639
Money at call and deposits with financial institutions 27,860 47313
439,150 787,963
Amortisation of premiums less accretion of discounts (124) 192
Total finance income and hibah 439,026 788,155
Other operating income:
(a) Feeincome 21,690 48,752
(b) Gain on disposal of securities held-for-trading 414 292
(c) Gain on disposal of securities available-for-sale 3,647 6,770
(d) Unrealised (loss)/gain on revaluation of derivatives (8,407) 867
(e) Gains on foreign exchange:
- Realised 3,884 3,624
- Unrealised 168 -
(f)  Unrealised gain on securities held-for-trading 160 391
460,582 848,851
Allowance for losses on financing and advances
Group
1.7.2011 1.7.2010
to to
31.12.2011 30.6.2011
RM’000 RM’000
Allowance for financing and advances:
Individual allowance
- Allowance made 28,449 94,775
- Amount written back (38,004) (41,822)
Collective allowance 117,604 17,668
Bad financing:
- Written off 1,906 4,643
- Recovered (48,612) (64,544)
61,343 10,720




54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(x)

(y)

Income attributable to depositors

Group
1.7.2011 1.7.2010
to to
31.12.201 30.6.2011
RM’000 RM’000
Deposits from customers
- Mudharabah Fund 233,100 434,269
- Non-Mudharabah Fund 322,695 352,287
Deposits and placements of banks and other financial institutions
- Mudharabah Fund 171,937 265,117
- Non-Mudharabah Fund 1,426 3,008
729,158 1,054,681
Gross investment income
Group
1.7.2011 1.7.2010
to to
31.12.20M 30.6.2011
RM’000 RM’000
Financing and advances 70,349 105,354
Securities held-for-trading 125 99
Securities available-for-sale 4,149 8,720
Securities held-to-maturity 2,623 353
Money at call and deposits with financial institutions 9,564 7,316
86,810 121,842
Amortisation of premiums less accretion of discounts (13) 30
Total finance income and hibah 86,797 121,872
Other operating income:
(a) Fee Income
- Commissions 1,688 4,305
- Service charges and fees 58,858 3,159
- Other fee income 1,797 74
(b) Gain on disposal of securities held-for-trading 63 45
(c) Gain on disposal of securities available-for-sale 5,053 1,047
(d) Unrealised (loss)/gain on revaluation of derivatives (1,284) 134
(e) Gains on foreign exchange:
- Realised 2,109 560
- Unrealised 26 -
(f)  Unrealised gain on securities held-for-trading 24 61
155,131 131,257
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(z) Overhead expenses

Group
1.7.20M 1.7.2010
to to
31.12.20M 30.6.2011
RM’000 RM’000
Personnel expenses
- Salaries and wages 9,928 15,570
- Social security cost 26 42
- Pension cost - defined contribution plan 1,718 1,798
- Share options granted under ESS 968 -
- Other staff related expenses 1,748 3,166
Sub-total 14,388 20,576
Establishment costs
- Depreciation 1,728 587
- Information technology expenses 485 20,531
- Others 2,455 1,416
Sub-total 4,668 22,534
Marketing costs
- Advertisement and publicity 4,252 9,832
- Others 113 88
Sub-total 4,365 9,920
Administration and general expenses
- Fees and brokerage 7,516 12,938
- Administrative expenses 2,819 7,354
- General expenses 7,572 22,003
Sub-total 17,907 42,295
Shared service cost paid/payable to Head Office 283,549 478,146
Total 324,877 573,471
Included in overhead expenses are:
Shariah Committee Members’ fee and remuneration 174 280




54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(aa) Taxation

Group
1.7.20M 1.7.2010
to to
31.12.2011 30.6.20T11
RM’000 RM’'000
Tax expense for the period/year 165,688 250,973
Deferred tax in relation to originating and reversal of temporary differences (Note 54(j)) (28,822) (33,734)
136,866 217,239

(bb) Commitments and contingencies

In the normal course of business, the Group makes various commitments and incur certain contingent liabilities with legal
recourse to their customers. No material losses are anticipated as a result of these transactions.

The risk-weighted exposures of the Group as at 31 December 2011 and 30 June 2011, are as follows:
31.12.2011 30.6.2011
Credit Risk Credit Risk
Full  Equivalent Weighted Full  Equivalent Weighted
commitment Amount* el commitment Amount* Amount*
Group RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Direct credit substitutes 353,389 353,389 218,717 258,825 258,825 153,932
Certain transaction-related
contingent items 989,824 489,139 420,439 955,563 475,622 425,774
Short-term self-liquidating
trade-related contingencies 278,197 55,333 33,029 104,555 20,869 14,814
Islamic hire purchase financing
sold to Cagamas Berhad 1,499,270 1,499,270 498,592 682,679 682,679 226,105
Irrevocable commitments to
extend credit:
- maturity within one year 13,278,525 367,560 216,612 11,852,846 173,764 58,462
- maturity exceeding one year 2,289,825 1,117,988 333,118 1,573,404 345,905 208,332
Foreign exchange related contract:
- less than one year 1,498,332 43,650 12,648 1,029,364 18,174 3,635
- one year to less than five years 618,000 62,723 29,045 - - -
Profit rate related contracts:
- less than one year - - - 537,300 16,716 3,343
- one year to less than five years 1,850,000 39,897 7,979 1,600,000 34,252 6,850
- five years and above 150,000 9,000 1,800 - - -
Commodity related contracts:
- less than one year 35,500 89 18 36,000 91 19
Miscellaneous 12,663 - - 13,076 - -
22,853,525 4,038,038 1,771,997 18,643,612 2,026,897 1,101,266

*  The credit equivalent amount and risk-weighted amount are arrived at using the credit conversion factors and risk

weights respectively as specified by Bank Negara Malaysia.
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)
(cc) Capital adequacy

The capital adequacy ratios of the Group as at the following dates are as follows:

Group
‘lmll 30.6.2011
Basel Il
Core capital ratio 10.57% 11.04%
Risk-weighted capital ratio 13.23% 13.71%
Components of Tier 1and Tier 2 capital:
Group
31.12.2011 30.6.2011
RM’000 RM’000
Tier 1 capital
Islamic banking fund 446,374 448,264
Share premium 2,488,400 2,488,400
Other reserves 1,478,455 1,366,209
Less: Deferred tax assets ' (178,148) (161,550)
Total Tier 1 capital 4,235,081 441,323
Tier 2 capital
Subordinated sukuk 1,000,000 1,000,000
Collective allowance on financing and advances 2 102,041 101,480
Total Tier 2 capital 1,102,041 1,101,480
Less: Other deduction - -
Less: Excess of total EL over total EP 3 (36,645) (101,883)
Capital base 5,300,477 5,140,920

! Under Bank Negara Malaysia Guidelines, deferred tax assets is required to be excluded from Tier 1 Capital.
2 Excluding collective allowance for certain financing and advances.
3 EL is defined as expected loss and EP is defined as eligible provision.
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.) Wh
(o]
(cc) Capital adequacy (cont’d.) We Are
The breakdown of Assets and Credit Equivalent values (for Off-Balance Sheet items) according to Risk-Weights are as
follows: Strategy
Group Performance
31.12.2011 30.6.2011 Business
Basel Il RM’000 RM’000 Review
Standardised Approach exposure 4,832,915 4,269,621 Responsibility
Internal Ratings-Based Approach exposure after scaling factor 28,214,052 23,571,746
Total risk-weighted assets for credit risk 33,046,967 27,841,367 Leadership
Total risk-weighted assets for credit risk absorbed by Malayan Banking Berhad* (205,926) (206,402)
Total risk-weighted assets for market risk 625,220 294,658 Governance
Total risk-weighted assets for operational risk 2,691,853 2,426,561
Additional risk-weighted asset due to capital floor 3,891,670 7,145,554 -
Total risk-weighted assets 40,049,784 37,501,738
AGM
*  In accordance with Bank Negara Malaysia’s guideline on the recognition and measurement of Restricted Profit Sharing Information

Investment Account (“RPSIA”) as Risk Absorbent, the credit risk on the assets funded by the RPSIA are excluded from
the risk weighted capital ratio (‘RWCR”) calculation of the IBS operations.

(dd) Fair values of financial assets and liabilities

The estimated fair values of financial assets and financial liabilities as at the reporting date approximate their carrying
amounts as shown in the statements of financial position, except for the following financial assets and liabilities:

31.12.20M 30.6.2011
Carrying Carrying
value Fair value value Fair value
Group RM’000 RM’000 RM’000 RM’000
Financial assets
Securities held-to-maturity 171,884 174,685 171,893 172,053
Financing and advances 50,926,004 59,579,365 46,244,031 48,202,346
Subordinated sukuk 1,010,723 1,036,178 1,010,637 1,011,446
Financial liabilities
Deposits from customers 59,090,400 59,579,365 50,890,270 50,911,773
Deposits and placements of banks and
other financial institutions 9,449,458 9,536,089 1,292,077 11,348,363

The methods and assumptions used to estimate the fair values of the financial assets and financial liabilities of I1BS
operations are as stated in Note 46.
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54. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)

(ee) Shariah Committee

(ff)

The operation of IBS is governed by Section 124(3) of the Banking and Financial Institutions Act, 1989 (“the Act”), which
stipulates that “any licenced institution carrying on Islamic financial business, in addition to its existing licensed business
may, from time to time seek the advice of the Shariah Advisory Council (“SAC”) established under subsection seven (7) of
the Act, on the operations of its business in order to ensure that it does not involve any element which is not approved by
the Religion of Islam” and Section IV of BNM’s “Guidelines on the Governance of Shariah Committee for The Islamic
Financial Institutions” known as the Syariah Governance Framework (“SGF”) (which supersedes the BNM/GPS 1), which
stipulates that “Every Islamic institution is required to establish a Shariah Committee”.

Based on the above, the duties and responsibilities of the Group’s Shariah Committee are to advise on the overall Islamic
Banking operations of the Group’s business in order to ensure compliance with the Shariah requirements.

The roles of Shariah Committee in monitoring the Group’s activities include:

(@) To advise the Board on Shariah matters in its business operations;
(b) To endorse Shariah Compliance Manuals;

(c) To endorse and validate relevant documentations;

(d) To assist related parties on Shariah matters for advice upon request;
(e) To advise on matters to be referred to the SAC;

(f)  To provide written Shariah opinion; and

(g) To assist the SCC on reference for advice.

The Shariah Committee at the Group level has four members. All of them are also members of Shariah Committee of
Etiga Takaful Berhad.

Allocation of income

The policy of allocation of income to the various types of deposits and investments is subject to “The Framework on Rate of
Return” issued by Bank Negara Malaysia in October 2001. The objective is to set the minimum standard and terms of
reference for the Islamic banking institutions in calculating and deriving the rate of return for the depositors.

55. DETAILS OF SUBSIDIARIES AND ASSOCIATES

(a)

Details of the subsidiaries are as follows:

Issued and Paid-up Share Capital Effective Interest

Principal Country of 31.12.20M 30.6.20M 31.12.20M 30.6.20M1
Name of Company Activities Incorporation RM RM % %
Banking
Maybank Islamic Berhad Islamic banking ~ Malaysia 110,600,000 110,600,000 100.00 100.00
PT Bank Maybank Syariah Banking Indonesia 819,307,000,000 ' 819,307,000,000 100.00 96.83

Indonesia ™
Maybank International (L) Ltd. Offshore banking Malaysia 60,000,000 2 10,000,000 ? 100.00 100.00
Maybank (PNG) Limited Banking Papua New 5,000,000 5,000,000 * 100.00 100.00
Guinea

Maybank Philippines, Banking Philippines 4,046,065,7494  4,046,065,749 * 99.97 99.97

Incorporated ™



55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.)

@)

Details of the subsidiaries are as follows (cont’d.):

Issued and Paid-up Share Capital

Principal Country of 31.12.20M
Name of Company Activities Incorporation RM
PT Bank Internasional Indonesia ~ Banking Indonesia 3,407,411,000,000'
Tbk "
Finance
Myfin Berhad Ceased Malaysia 551,250,000
operations
Aseamlease Berhad Leasing Malaysia 20,000,000
Mayban Allied Credit & Leasing  Financing Malaysia 10,000,000
Sdn. Bhd.
PT BIl Finance Centre " Multi-financing  Indonesia 32,720,000,000'"
PT Wahana Ottomitra Multiartha ~ Multi-financing  Indonesia 200,000,000,000'
Tbk "
Kim Eng Finance (Singapore) Pte.  Money Singapore 2°
Ltd. 2 lending
Insurance
Mayban Ageas Holding Berhad ~ Investment Malaysia 239,430,446
(formerly known as Mayban holding
Fortis Holdings Berhad)
Sri MLAB Berhad Under Malaysia 2
member’s
voluntary
liquidation
Etiqa Life International (L) Ltd. Offshore Malaysia 3,500,000 2
investment-
linked
insurance
Sri MGAB Berhad Under Malaysia 2
member’s
voluntary
liquidation
Etiqa Insurance Berhad Composite Malaysia 152,151,399

insurance

30.6.2011
RM

3,407,411,000,000'

551,250,000

20,000,000

10,000,000

15,000,000,000'!
200,000,000,000"

25

239,430,446

100,000,000

3,500,000 *

152,151,399

Effective Interest

31.12.2011

%
97.40

100.00

100.00

100.00

97.40
60.39

100.00

69.05

69.05

69.05

69.05

69.05

30.6.2011

%
97.40

100.00

100.00

100.00

97.40
48.80

96.87

69.05

69.05

69.05

69.05

69.05
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55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.)

(@) Details of the subsidiaries are as follows (cont’d.):

Issued and Paid-up Share Capital Effective Interest
Principal Country of 31.12.2011 30.6.2011 31.12.20M 30.6.2011
Name of Company Activities Incorporation RM RM % %
Insurance (cont'd.)
Etiqa Takaful Berhad Family & Malaysia 100,000,000 100,000,000 69.05 69.05
general
takaful
Etiqa Offshore Insurance (L) Ltd. ~ Offshore Malaysia 2,500,000 2 2,500,000 2 69.05 69.05
general
reinsurance
Etiqa International Holdings Investment Malaysia 359,340,914 359,340,914 100.00 100.00
Sdn. Bhd. holding
AsianLife & General Insurance Philippines 350,000,090 * - 99.11 -
Assurance Corporation ? provider
AsianLife Financial Insurance Philippines 175,000,000 # - 69.38 -
Assurance Corporation ? provider
Investment Banking
Maybank Investment Bank Investment Malaysia 50,116,000 50,116,000 100.00 100.00
Berhad banking
Maysec Sdn. Bhd. Investment Malaysia 162,000,000 162,000,000 100.00 100.00
holding
Maysec (KL) Sdn. Bhd. Dormant Malaysia 124,000,000 124,000,000 100.00 100.00
Maydis Berhad Under Malaysia 45,000,000 45,000,000 100.00 100.00
member's
voluntary
liquidation
Mayban Futures Sdn. Bhd. Dormant Malaysia 10,000,000 10,000,000 100.00 100.00
Mayban Securities (HK) Limited ™ Dormant Hong Kong 30,000,000 ¢ 30,000,000 ° 100.00 100.00
Mayban Securities (Jersey) Under United 27 27 100.00 100.00
Limited member’s Kingdom
voluntary
liquidation
PhileoAllied Securities Dormant Philippines 21,875,000 * 21,875,000 * 100.00 100.00
(Philippines) Inc.™
Budaya Tegas Sdn. Bhd. Under Malaysia 2 2 100.00 100.00
member’s
voluntary

liquidation
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55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.)

Who
(@) Details of the subsidiaries are as follows (cont’d.): We Are
Issued and Paid-up Share Capital Effective Interest Strategy
Principal Country of 31.12.2011 30.6.2011 31.12.2011 30.6.2011
Name of Company Activities Incorporation RM RM % % Performance
Investment Banking (cont'd.) Business
BinaFikir Sdn. Bhd. Business/ Malaysia 650,000 650,000 100.00 100.00 Review
Economic
consultancy and Responsibility
advisory
Mayban IB Holdings Sdn. Bhd.  Investment Malaysia 25,000,000 25,000,000 100.00 100.00 Leadership
holding
Maybank Kim Eng Holdings Investment Singapore 244,451,176 ° 244,451,176 ° 100.00 96.87 Governance

Limited * (formerly known as  holding

Kim Eng Holdings Limited) -

Maybank Kim Eng Securities Pte. ~ Dealing in Singapore 75,000,000 ° 75,000,000 ° 100.00 96.87

Ltd.  (formerly known as Kim ~ securities AGM

Eng Securities Pte. Ltd.) Information
Maybank Kim Eng Corporate Provision of Singapore 1,000,000 ° 1,000,000 ° 100.00 96.87

Finance Pte. Ltd. ™ (formerly corporate
known as Kim Eng Corporate  finance &

Finance Pte. Ltd.) advisory
services
PT Kim Eng Securities Dealing in Indonesia 50,000,000,000" 50,000,000,000' 80.00 71.50
securities
Kim Eng Research Sdn. Bhd. ™ Provision of Malaysia 500,000 500,000 70.00 67.81
research
services
Maybank Kim Eng Securities Dealing in Thailand 2,854,072,500 ¢ 2,854,072,500 ¢ 83.74 54.25

(Thailand) Public Company securities
Ltd. 2 (formerly known as

Kim Eng Securities (Thailand)

Public Company Ltd)

Maybank Kim Eng Securities Dealing in United 600,000 600,000’ 100.00 96.87
(London) Limited ™ (formerly securities Kingdom
known as Kim Eng Securities
(London) Ltd.)

Maybank Kim Eng Securities Dealing in United States 9,500,000 2 9,500,000 * 100.00 96.87
USA Inc. ™ (formerly known as  securities of America
Kim Eng Securities USA Inc.)

Kim Eng Securities India Private  Dealing in India 290,000,000 ° 290,000,000 ° 75.00 72.65

Limited ? securities
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55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.)

Details of the subsidiaries are as follows (cont’d.):

Issued and Paid-up Share Capital Effective Interest
Principal Country of 31.12.20M1 30.6.201M1 31.12.2011 30.6.20M
Name of Company Activities Incorporation RM RM % %
Investment Banking (cont'd.)
Kim Eng Equities Malaysia Sdn. ~ Dormant Malaysia 100 100 70.00 67.81
Bhd.
Ong Asia Limited ™ Investment Singapore 63,578,072° 63,578,072 100.00 96.87
holding
Maybank ATR Kim Eng Fixed Fund Philippines 190,064,400 * 190,064,400 * 99.82 71.50
Income, Inc. ™ (formerly known  raising
as ATR Kim Eng Fixed Income,  advisers
Inc.)
Ong Asia Securities (HK) Securities Hong Kong 30,000,000 ¢ 30,000,000 ° 100.00 96.87
Limited * Trading
Maybank Kim Eng Research Pte.  Provision of Singapore 300,000° 300,000° 100.00 96.87
Ltd. ? (formerly known as Kim  research
Eng Research Pte. Ltd.) services
Kim Eng Securities (Hong Kong)  Dealing in Hong Kong 55,000,000 ¢ 55,000,000 ¢ 100.00 96.87
Limited * securities
Kim Eng Futures (Hong Kong) Futures Hong Kong 6,000,000 ¢ 6,000,000 ° 100.00 96.87
Limited contracts
broker
KE India Securities Private Dormant India 78,800,000 ° 78,800,000 ° 75.00 72.65
Limited ™
Maybank ATR Kim Eng Capital Corporate finance Philippines 864,998,000 - 99.11 -
Partners, Inc.  (formerly known & financial and
as ATR Kim Eng Capital investment
Partners, Inc.) advisory
ATR Kim Eng Land, Inc. 2 Real estate Philippines 310,000,000 * - 99.11 -
investment
Maybank ATR Kim Eng Securities, Dealing in Philippines 400,000,000 * - 991 -
Inc. ™ (formerly known as securities
ATR Kim Eng Securities Inc.)
ATR Kim Eng AMG Holding Inc. ™ Stock trading Philippines 52,000,000 - 81.95 -
Asset Management/Trustees/
Custody
Mayban Indonesia Berhad Dormant Malaysia 5,000,000 5,000,000 100.00 100.00
Cekap Mentari Berhad Securities issuer  Malaysia 2 2 100.00 100.00
Mayban International Trust Investment Malaysia 156,030 156,030 100.00 100.00

(Labuan) Berhad

holding
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55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.) Wh
o]
(@) Details of the subsidiaries are as follows (cont’d.): We Are
Issued and Paid-up Share Capital Effective Interest Strategy
Principal Country of 31.12.20M 30.6.2011 31.12.2011 30.6.2011
Name of Company Activities Incorporation RM RM % % Performance
Asset Management/Trustees/ Business
Custody (cont'd.) Review
Mayban Offshore Corporate Investment Malaysia 30,006 30,006 100.00 100.00
Services (Labuan) Sdn. Bhd. holding Responsibility
Mayban Trustees Berhad Trustee Malaysia 500,000 500,000 100.00 100.00
services Leadership
Mayban Ventures Sdn. Bhd. Venture Malaysia 14,000,000 14,000,000 100.00 100.00
. Governance
capital
Mayban-JAIC Capital Investment Malaysia 2,000,000 2,000,000 51.00 51.00
Management Sdn. Bhd. advisory -
and admin-
istra_tion AGM
services Information
Mayban Investment Management Fund Malaysia 5,000,000 5,000,000 69.05 69.05
Sdn. Bhd. management
Philmay Property, Inc. " Property Philippines 100,000,000 * 100,000,000 * 60.00 60.00
leasing
and
trading
Mayban (Nominees) Sdn. Bhd. Nominee Malaysia 31,000 31,000 100.00 100.00
services
Mayban Nominees (Tempatan) ~ Nominee Malaysia 10,000 10,000 100.00 100.00
Sdn. Bhd. services
Mayban Nominees (Asing) Sdn.  Nominee Malaysia 10,000 10,000 100.00 100.00
Bhd. services
Maybank Nominees (Singapore) ~ Nominee Singapore 60,000° 60,000 ° 100.00 100.00
Private Limited " services
Mayban Nominees (Hong Kong) ~ Nominee Hong Kong 3¢ 36 100.00 100.00
Limited ™ services
Aseam Malaysia Nominees Nominee Malaysia 10,000 10,000 100.00 100.00
(Tempatan) Sdn. Bhd. services
Aseam Malaysia Nominees Under Malaysia 10,000 10,000 100.00 100.00
(Asing) Sdn. Bhd. member’s
voluntary
liquidation
Mayban Securities Nominees Under Malaysia 10,000 10,000 100.00 100.00
(Tempatan) Sdn. Bhd. member’s
voluntary
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55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.)

Details of the subsidiaries are as follows (cont'd.):

Issued and Paid-up Share Capital Effective Interest
Principal Country of 31.12.2011 30.6.2011 31.12.20M 30.6.2011
Name of Company Activities Incorporation RM RM % %
Asset Management/Trustees/
Custody (cont'd.)
Mayban Securities Nominees Nominee Malaysia 10,000 10,000 100.00 100.00
(Asing) Sdn. Bhd. services
AFMB Nominees (Tempatan) Under Malaysia 10,000 10,000 100.00 100.00
Sdn. Bhd. member’s
voluntary
liquidation
Mayban Allied Berhad Investment Malaysia 753,908,638 753,908,638 100.00 100.00
holding
Anfin Berhad Under Malaysia 106,000,000 106,000,000 100.00 100.00
member’s
voluntary
liquidation
Dourado Tora Holdings Sdn. Bhd.  Dormant Malaysia 2,500,000 2,500,000 100.00 100.00
Maysec (Ipoh) Sdn. Bhd. Under Malaysia 100,000,000 100,000,000 100.00 100.00
member’s
voluntary
liquidation
Aurea Lakra Holdings Sdn. Bhd. ~ Property Malaysia 1,000,000 1,000,000 100.00 100.00
investment
Mayban Property (PNG) Property Papua New 2,125,000 3 2,125,0003 100.00 100.00
Limited ? investment Guinea
Mayban International Trust Trustee Malaysia 40,0002 40,000 ? 100.00 100.00
(Labuan) Ltd. services
MNI Holdings Berhad Under Malaysia 2 2 69.05 69.05
member's
voluntary
liquidation
KBB Nominees (Tempatan) Sdn. ~ Nominee Malaysia 10,000 10,000 100.00 100.00
Bhd. services
KBB Properties Sdn. Bhd. Ceased Malaysia 410,000 410,000 100.00 100.00

operations
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55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.) Wh
(o]
(a) Details of the subsidiaries are as follows (cont’d.): We Are
Issued and Paid-up Share Capital Effective Interest Strategy
Principal Country of 31.12.20M 30.6.20M1 31.12.2011 30.6.2011
Name of Company Activities Incorporation RM RM % % Performance
Asset Management/Trustees/ Business
Custody (cont'd.) Review
Sri MTB Berhad Under Malaysia 12,000,000 12,000,000 69.05 69.05
member’s Responsibility
voluntary
liquidation Leadership
Etiqa Overseas Investment Pte.  Investment Malaysia 12 12 69.05 69.05
Ltd. holding Governance
Peram Ranum Berhad Dormant Malaysia 60,000,000 60,000,000 69.05 69.05
Double Care Sdn. Bhd. Under Malaysia 35,000,000 35,000,000 69.05 69.05 -
member’s
voluntary AGM
liquidation Information
Sorak Financial Holdings Investment Singapore 5,928,556 ° 5,928,556 ° 100.00 100.00
Pte. Ltd. * holding
Rezan Pte. Ltd.” Investment Singapore 2° 28 100.00 96.87
holding
Maybank KE Strategic Pte. Ltd. ?  Investment Singapore 2° 23 100.00 96.87
(formerly known as KE Strategic holding
Pte. Ltd.)
Pinnakell Asset Management Liquidated Singapore - 688,180 ° - 96.87
Pte. Ltd. *
Maybank Kim Eng Properties Pte.  Property Singapore 8,000,000 ° 8,000,000 ° 100.00 96.87
Ltd. 2 (formerly known as Kim  investment
Eng Properties Pte. Ltd.)
Heritage Fiduciary Services Provision of Singapore - 500,000 ° - 58.12
Pte. Ltd. * secretarial
and
consultancy
services
Strategic Acquisitions Pte. Ltd. ?  Investment Singapore 1° 13 100.00 96.87
holding
Kim Eng Investment Limited * Investment Hong Kong 160,000,000 ¢ 160,000,000 ¢ 100.00 96.87
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55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.)

@)

Details of the subsidiaries are as follows (cont’d.):

Principal Country of
Name of Company Activities Incorporation
Asset Management/Trustees/
Custody (cont'd.)
KE Sovereign Limited Investment British Virgin
holding Islands
FXDS Learning Group Pte. Ltd.”  Financial Singapore
education
Ong & Company Private Dormant Singapore
Limited *
Ong Nominees Private Limited ?  Under Singapore
members’
voluntary
liquidation
Maybank Kim Eng Securities Acting as Singapore
Nominees Pte. nominee for
Ltd. ™ (formerly known as beneficiary
Kim Eng Securities Nominees  shareholders
Pte. Ltd.)
St. Michael's Development Real estate Singapore
Pte. Ltd. ” development
KE Capital Partners Pte. Ltd. Fund Singapore
Management
PT Kim Eng Asset Management *  Dormant Indonesia
Kim Eng Consultant Limited Under China
(China) members’
voluntary
liquidation
Kim Eng Nominees (Hong Kong) ~ Nominee Hong Kong
Limited * services
Kim Eng Properties USA Inc.”? Property United States
investment of America
Kim Eng Asset Management Asset Thailand
(Thailand) Company Limited > management
Heritage Trust Company Provision of Brunei
Limited fiduciary
services
Heritage Corporate Services (HK) Provision Hong Kong
Limited of fiduciary

services

Issued and Paid-up Share Capital

31.12.20M
RM

5,000,000 2

200,000°

53,441,173

3,003°

10,000°

5,000,000 °

5,000,000°

25,800,000,000'

828,748

26

3,000,000 *

100,000,000 ¢

30.6.20T1
RM

5,000,000 2

200,000°

53,441,173 3

3,003°

10,000

5,000,000 °

5,000,000 °

25,800,000,000'

828,748 1°

26

3,000,000 ?

100,000,000 ®

48,860 *

13152

Effective Interest

31.12.20M

%

100.00

100.00

100.00

100.00

100.00

100.00

80.10

85.00

100.00

100.00

100.00

83.49

30.6.2011

%

96.87

96.87

96.87

96.87

96.87

96.87

77.50

82.34

96.87

96.87

96.87

54.25

5812

5812



55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.)

@)

(b)

Details of the subsidiaries are as follows (cont’d.):

Name of Company

Country of
Incorporation

Issued and Paid-up Share Capital

31.12.20M
RM

Asset Management/Trustees/

Custody (cont'd.)

Heritage Trust Services Pte. Ltd. *

Heritage Singapore (Switzerland)

SA."

Heritage Trust Services (NZ)

Limited ?

PT Prosperindo *

Maybank ATR KimEng Financial
Corporation ™ (formerly known
as ATR KimEng Financial

Corporation)

ATR KimEng Asset Management,

Inc. ?

All Asia Asset Management,

Inc. ?

Details of the associates are as follows:

Name of Company

Singapore

Switzerland

New Zealand

Indonesia

Philippines

Philippines

Philippines

20,160,000,000'

1,068,393,223 4

65,000,000 *

10,000,000 *

Principal
Activities

30.6.2011
RM

188,516 2

'IZ

'IZ

20,160,000,000'

Country of
Incorporation

Held by the Bank
UzbekLeasing International A. O.

Philmay Holding, Inc.

Pelaburan Hartanah Nasional Berhad

Mayban Agro Fund Sdn. Bhd.

Mayban Venture Capital Company Sdn. Bhd.

An Binh Commercial Joint Stock Bank

Leasing

Investment
holding

Property trust

Fund specific
purpose vehicle

Venture Capital

Banking

Uzbekistan

Philippines

Malaysia

Malaysia

Malaysia

Vietnam

Effective Interest

31.12.2011

%

100.00

991

18.75

69.38

Effective Interest

31.12.20M

%

35
33

30
33

33
20

30.6.2011

%

5812

5812

5812

100.00

30.6.20M

%

35
33

30
33

33
20
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(b)

Details of the associates are as follows (cont’d.):

Effective Interest

Principal Country of 30.6.2011
Name of Company Activities Incorporation %
Held through subsidiaries
Baiduri Securities Sdn. Bhd. Dormant Brunei 39 39
Pak-Kuwait Takaful Company Limited Investment Pakistan 22 22
holding
MCB Bank Limited Banking Pakistan 20 20
Maybank JAIC Management Ltd. Fund Malaysia 50 50
management
Asian Forum Inc. Offshore captive Malaysia 23 23
insurance
Maybank MEACP Pte. Ltd. Fund Singapore 50 50
management
Maybank ATR KimEng Financial Corporation (formerly  Investment Philippines = 41
known as ATR KimEng Financial Corporation) holding
Kim Eng Vietnam Securities Joint Stock Company Dealing in Vietnam 49 46
securities
Maybank ATR Kim Eng Capital Partners, Inc. (formerly ~ Corporate Philippines - 41
known as ATR KimEng Capital Partners, Inc.) finance &
financial
and investment
advisory
ATR KimEng Land, Inc. Real estate Philippines - 15
investment
AsianLife & General Assurance Corporation Insurance Philippines - 41
provider
Maybank ATR Kim Eng Securities, Inc. (formerly known Dealing in Philippines - 4
as ATR KimEng Securities, Inc.) securities
ATR KimEng AMG Holdings Inc. Stock trading Philippines - 34
Maybank ATR Kim Eng Fixed Income, Inc. (formerly Fund raising Philippines = 8
known as ATR KimEng Fixed Income, Inc.) advisers
AsianLife Financial Assurance Corporation Insurance Philippines - 29
provider
ATR KimEng Asset Management, Inc. Investment Philippines - 39

management



55. DETAILS OF SUBSIDIARIES AND ASSOCIATES (CONT’D.)

(b) Details of the associates are as follows (cont'd.):

Effective Interest

Principal Country of 31.12.20M1 30.6.2011
Name of Company Activities Incorporation % %
Held through subsidiaries (cont’d.)
ATR KimEng Insurance Brokers, Inc. Insurance Singapore - 41
brokers
Tullet Prebon (Philippines) Inc. Broker between Philippines 49 -
participants
in forex, fixed
income, etc
Adrian V. Ocampo Insurance Brokers, Inc. Insurance agent Philippines 4 -
between an
insurer and
the insured
Net Curricula, Inc. Provision of Philippines 46 -

Note:

(1) Indonesia Rupiah (IDR)

(2) United States Dollars (USD)
(3) Papua New Guinea Kina (Kina)
(4) Philippines Peso (Peso)

(5) Singapore Dollars (SGD)

(6) Hong Kong Dollars (HKD)

(7)  Great Britain Pound (GBP)

(8) Thailand Bahts (THB)

(9) Indian Rupee (INR)

(10) Chinese Renminbi (CNY)

internet services
to public school
teachers

(1) Audited by other member firms of Ernst & Young Global
(12) Audited by firms of auditors other than Ernst & Young

56. CURRENCY

57.

All amounts are in Ringgit Malaysia unless otherwise stated.

COMPARATIVES

The financial year end of the Bank and all its subsidiaries was changed from 30 June to 31 December. Accordingly, the financial
statements of the Group and of the Bank for the current financial period ended 31 December 2011 covers a six-month period

compared to a twelve-month period for the previous financial year ended of 30 June 2011, and therefore the comparative amounts

are not in respect of comparable periods for the income statements, statements of comprehensive income, changes in equity,

cash flows and the related notes.
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58. SUPPLEMENTARY INFORMATION - BREAKDOWN OF RETAINED PROFITS INTO REALISED AND
UNREALISED

The breakdown of the retained profits of the Group and of the Bank as at the statements of financial position date into realised
and unrealised profits is presented in accordance with the directive issued by Bursa Malaysia Securities Berhad dated 25 March
2010 and prepared in accordance with Guidance on Special Matter No. 1, Determination of Realised and Unrealised Profits or
Losses in the Context of Disclosure Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, as issued by the Malaysia
Institute of Accountants.

Group Bank

31.12.20M 30.6.2011 31.12.2011 30.6.2011
RM’000 RM’000 RM’000 RM’000

Retained profits:

- Realised 7,379,347 8,213,749 3,595,568 4,447,882
- Unrealised 1,908,003 925,779 1,299,444 693,023
9,287,350 9,139,528 4,895,012 5,140,905

Share of retained profits from associates:
- Realised 425,971 351,737 - -
- Unrealised = - - _
425,971 351,737 = -

Total retained profits 9,713,321 9,491,265 4,895,012 540,905




Basel 1]
. Pillar 3
Disclosure

Overview

Scope of Application

Capital Management — Capital
Adequacy and Structure

Risk Management

Credit Risk

Credit Risk Definition
Regulatory Capital Requirements
Management of Concentration Risk/
Asset Quality Management
Credit Impairment Policy and New
Classification and Impairment
Provisions for Loans/Financing
Non-Retail Portfolios

Retail Portfolios

Independent Model Validation
Credit Risk Mitigation

Credit Exposures Subject to
Standardised Approach (SA)
Counterparty Risk Management
Market Risk

- Liquidity Risk

Operational Risk

Shariah Governance

Forward Looking Statements




4'| O Malayan Banking Berhad
Maybank Six Months Report - December 2011

The Pillar 3 Disclosure for financial period ended 31 December 2011 for Maybank Group (the Group) complies with the Bank Negara
Malaysia’s (BNM) “Risk Weighted Capital Adequacy Framework (RWCAF) - Disclosure Requirements (Pillar 3)", which is the equivalent
of that issued by the Basel Committee on Banking Supervision (BCBS) entitled “International Convergence of Capital Measurement
and Capital Standards” (commonly referred to as Basel II).

The Group has adopted the FIRB Approach and supervisory slotting criteria to calculate credit risk weighted assets for major non-
retail portfolios, and the AIRB Approach for major retail portfolios. Other credit portfolios, especially those in the Bank’s subsidiaries
and some overseas units, are on the Standardised Approach and will be progressively migrated to the internal ratings-based
approaches.

For market risk, the Group has adopted the Standardised Approach (SA) whereas for operational risk, the Basic Indicator Approach
(BIA) is currently being adopted pending migration to the Standardised Approach (tSA) once approval has been obtained from BNM.

The Group’s Pillar 3 Disclosure will be made available under the Investor Relations section of the Group’s website at
www.maybank2u.com.my and as a separate report in the annual financial reports, after the notes to the financial statements. Where
the disclosure requirements of the BNM’s Pillar 3 guidelines are reported in the financial reports or notes to the financial statements
as required under Financial Reporting Standard (FRS) 7, such disclosures are deemed to have met the Pillar 3 requirements.

This Pillar 3 Disclosure has been designed to be in compliance with the BNM’s Pillar 3 Guidelines, and is to be read in conjunction with
the Group’s and Bank’s financial statements for financial period ended 31 December 2011. Whilst this report discloses the Group’s
assets both in terms of exposures and capital requirements, the information disclosed herein may not be directly comparable with the
information in the financial statements for financial period ended 31 December 2011 published by the Group.

This is the second full Pillar 3 Disclosure since the Group adopted the Basel Il IRB approach in July 2010. The corresponding disclosure
in the preceding reporting period would be as at 30 June 20T11.



scope of application

1.0 Scope of Application

In this Pillar 3 Disclosure, Malayan Banking Berhad’s (Maybank) information is presented on a consolidated basis, namely
Maybank Group covering Maybank, its subsidiaries and overseas branches. For regulatory reporting purposes, Maybank
establishes two main levels of reporting namely at Maybank Group (the Group) level, covering Maybank Malaysia, Maybank
International Labuan Limited (MILL), overseas units and subsidiaries, and at Maybank Global (the Bank) level covering Maybank
Malaysia, overseas units and MILL.

In this Pillar 3 Disclosure, Malayan Banking Berhad, its subsidiaries and overseas branches are referred to as “Maybank Group” or
“the Group” The Group offers Islamic banking financial services via its wholly-owned subsidiary company, Maybank Islamic
Berhad (MIB).

Information on subsidiary and associates of the Group is available in the Notes 55 to the financial statements. The basis of
consolidation for financial accounting purposes is described in the Notes 3.3 to the financial statements, and differs from that
used for regulatory capital reporting purposes.
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2.0
21

Capital Management
Introduction

A strong capital position is essential to the Group’s business
strategy and competitive position. The Group’s capital
strategy focuses on long-term stability, which enables it to
build and invest in market leading businesses. Senior
management considers the implications on the Group’s
capital strength prior to making any decisions on future
business activities. In addition to considering the Group’s
earnings outlook, senior management evaluates all sources
and uses of capital and makes strategic decisions to
regulate the supply and demand of its capital to preserve
the Group’s overall capital strength and position.

The Group’s objective in managing its capital is to maintain
sufficient and adequate capital resources given current and
future requirements. The Group manages its requirements
for capital from organic and inorganic growth, and ensures
that resources remain in excess of minimum regulatory
requirements and internal targets (which provide a buffer
above minimum requirements).

Detailed discussion on the Capital Adequacy and

constituents of capital are discussed in detail under Notes
50 to the financial statements.

RESPONSIBILITY OF BANKS

Dialogue

Propose
ICAAP

Review
assumptions
f

INTERNAL GOVERNANCE

2.2 Internal Capital Adequacy Assessment Process

(ICAAP)

At the Group, the overall capital adequacy in relation to its
risk profile is assessed through a process articulated in the
ICAAP. The ICAAP Framework has been formalised and
approved by the Board in April 2008, with the latest fourth
version revised in October 2011. The ICAAP has been
implemented within the organisation to ensure all material
risks are identified, measured and reported, and adequate
capital levels consistent with the risk profiles are held.

The Group’s ICAAP closely integrates the risk and capital
assessment processes. The ICAAP framework is designed to
ensure that adequate levels, including capital buffers, are
held to support the Group’s current and projected demand
for capital under existing and stressed conditions. Regular
ICAAP reports are submitted on half-yearly basis to the
Executive Risk Committee (ERC), the Board Risk
Management Committee (RMC) and the Board for
comprehensive review of all material risks faced by the
Group and assessment of the adequacy of capital to support
them. In line with BNM’s Guideline on ICAAP which was
last updated on 2 December 2011, the Group is required to
submit to BNM a Board-approved ICAAP document by 31
March 2013. Additional Implementation Guidance needs to
focus on the following areas:
. Progress updates of action plans to close gaps
identified to be presented to the Board on quarterly

Supervisory
evaluation of
on-going
compliance
with minimum
standards and
requirement

Internal Capital Targets

:{ ICAAP considered as fully satisfactory |

ICAAP considered as not fully satisfactory |

Minimum Regulatory Capital Ratio

Regulatory capital allocated || Regulatory capital allocated
for Pillar 1risks for Pillar 2 risks

Supervisory
Add-on

Broad range of
Supervisory measures

including



basis. Appropriate documentation shall be maintained

to support the Board’s monitoring of the action plans

and made available for BNM’s supervisory review upon
request;

. Guidance is provided on the information to be
included in the ICAAP document to be submitted to
BNM by 31 March 2013. Subsequently, the Group is
expected to highlight to BNM on annual basis key
outcomes from its annual capital planning exercise,
which should assess the adequacy of capital and
appropriateness of internal capital targets.

Supplementing the ICAAP reports is the Group Capital Plan,
which is updated on annual basis where the internal capital
targets are set and reviewed, among others as part of sound
capital.

Under the Group’s ICAAP methodology, the following risk

types are identified and measured:

. Risks captured under Pillar 1 (credit risk, market risk
and operational risk);

. Risks not fully captured under Pillar 1 (e.g. model risk);

. Risks not taken into account by Pillar 1 (e.g. interest
rate risk in banking book, liquidity risk, business/
strategic risk, reputational risk and credit
concentration risk); and

. External factors, including changes in economic
environment, regulations, and accounting rules.

A key process emplaced within the Group sets to identify
material risks that may arise through introduction of new
products and services. Material risks are defined as “risks
which would materially impact the financial performance of
the bank should the risk occur”. In the Group’s ICAAP
Framework, the Material Risk Assessment Process (“MRAP”)
is designed to create an ability to estimate the impact of
risk drivers on earnings and capital. New material risks, if
any, are reviewed on a quarterly basis and incorporated in
the regular ICAAP reports tabled to the ERC and the RMC.

In line with industry best practices, the Group quantifies its
risks using methodologies that have been reasonably tested
and deemed to be accepted in the industry.

Where risks may not be easily quantified due to the lack of
commonly accepted risk measurement techniques, expert

judgment is used to determine the size and materiality of
risk. The Group’s ICAAP would then focus on the qualitative
controls in managing such material non-quantifiable risks.
These qualitative measures include the following:

«  Adequate governance process;

. Adequate systems, procedures and internal controls;

»  Effective risk mitigation strategies; and

. Regular monitoring and reporting.

The Group’s stress testing programme is embedded in the
risk and capital management process of the Group and is a
key function of capital planning and business planning
processes. The programme serves as a forward-looking risk
and capital management tool to understand our risk profile
under extreme but plausible conditions. Such conditions
may arise from economic, political and environmental
factors.

Under Maybank Group Stress Test (“GST”) Framework as
approved by the Board, it considers the potential
unfavourable effects of stress scenarios on the Group’s
profitability, asset quality, risk weighted assets and capital
adequacy.

Specifically, the stress test programme is designed to:

. Highlight the dynamics of stress events and their
potential implications on the Group’s trading and
banking book exposures, liquidity positions and likely
reputational impacts;

. Identify proactively key strategies to mitigate the
effects of stress events; and

. Produce stress results as inputs into the Group’s
ICAAP in the determination of capital adequacy and
capital buffers.

Stress test themes reviewed by the Stress Test Working
Group in the past include slowing Chinese economy, a
repeat of Asian Financial Crisis, USD depreciation, pandemic
flu, asset price collapse, interest rate hikes, a global
double-dip recession scenario, Japan disasters, the Eurozone
and US debt crises, amongst others.

The Stress Test Working Group, which comprises of business
and risk management teams, tables the stress test reports
at the Senior Management and Board committees and
discusses the results with regulators on a regular basis.
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On 29 June 2010, the Bank and its subsidiary, MIB received approval from BNM to migrate to IRB Approach for credit risk under

Basel Il RWCAF from 1 July 2010 onwards.

Table 1: Capital Adequacy Ratios for Maybank Group, Maybank and Maybank Islamic Berhad as at 31 December 2011

Capital Adequacy Ratios Group Maybank Maybank
Islamic
Before deducting proposed dividend:
Core capital ratio 1.74% 15.80% 9.89%
Risk-weighted capital ratio 16.46% 15.80% 12.61%
Expressed in RM ‘000
Capital Base 42,647,151 30,628,347 4,910,628
Credit RWA 223,756,115 167,553,727 32,367,730
Market RWA 10,379,265 8,376,674 307,942
Operational RWA 24,983,371 17,970,181 2,573,751
Additional risk-weighted assets due to capital floor - - 3,891,670
Total RWA 259,118,751 193,900,582 38,935,167

Note *: RWCR is computed by dividing capital base over total RWA.

The risk-weighted capital ratio of the Group as at 31 December 2011 stood at 16.46%, which is an increase from the previous

financial year’s ratio of 15.45%.

The risk-weighted capital ratio at 16.46% against the Group’s total RWA is testament of the Group’s resilience and strength in
meeting its obligations. Similarly, at entity level, the Bank’s RWCR remain strong at 15.80% and MIB registered a healthy ratio of

12.61%.



Table 2. Disclosure on Capital Adequacy under IRB Approach for Maybank Group, Maybank and Maybank Islamic

Group Maybank Maybank Islamic
31.12.2011 RM’000 RM’000 RM’000
Eligible Tier 1 Capital
Paid-up ordinary share capital/Islamic
banking fund 7,639,437 7,639,437 110,600
Share premium 9,598,847 9,598,847 2,488,400
Other reserves net of deferred tax assets 5,855,354 4,648,593 1,101,828
Statutory reserve fund 6,926,383 6,728,866 147,338
Non-controlling interest in non-wholly
owned subsidiaries 381,926 - -
General reserve fund - 228,821 1,696
Total non-innovative Tier 1 (non-IT1) and
innovative Tier 1 (1T1) capital 6,057,884 6,057,884 -
Non-innovative Tier 1 capital 3,498,065 3,498,065 -
Total innovative Tier 1 capital 2,559,819 2,559,819 -
Total Tier 1 capital 36,459,831 34,902,448 3,849,862
Less:
Goodwill (6,031,401) (81,015) -
Deductions in excess of Tier 2 capital - (4,193,087) -
ELIGIBLE TIER 1 CAPITAL 30,428,430 30,628,346 3,849,862
Eligible Tier 2 Capital
Maximum allowable subordinated debt
capital 13,889,529 12,491,343 1,000,000
RM subordinated debt capital 10,100,000 9,100,000 1,000,000
FX subordinated debt capital 3,789,529 3,391,343 -
Collective Allowance for SA approach 892,370 430,448 97,411
Surplus of total EP over total EL under the
IRB approach, subject to limit 359,978 384,425 -
Total Tier 2 capital 15,141,877 13,306,216 1,097,411
Total Tier 2 capital (subject to limits) 15,141,877 13,306,216 1,097,411
Less:
Investment in subsidiaries (2,891,773) (17,467,920) -
Securitisation exposures subject to
deductions (31,383) (31,383) -
Securitisation exposures held in the
banking book (31,383) (31,383) -
Excess of total EL over total EP under the
IRB approach - - (36,645)
Total deductions (2,923,156) (17,499,303) (36,645)
Total deductions from Tier 2 Capital (2,923,156) (13,306,621) (36,645)
ELIGIBLE TIER 2 CAPITAL 12,218,721 - 1,060,766
CAPITAL BASE 42,647,151 30,628,347 4,910,628
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Table 2. Disclosure on Capital Adequacy under IRB Approach for Maybank Group, Maybank and Maybank Islamic (cont’d.)

Group Maybank Maybank Islamic
30.6.2011 RM’000 RM’000 RM’000
Eligible Tier 1 Capital
Paid-up ordinary share capital/Islamic
banking fund 7,478,206 7,478,206 110,600
Share premium 8,583,711 8,583,711 2,488,400
Other reserves net of deferred tax assets 6,767,469 4,656,768 1,041,814
Statutory reserve fund 6,409,922 6,212,460 147,338
Non-controlling interest in non-wholly
owned subsidiaries 219,077 - -
General reserve fund - - 1,696
Total non-innovative Tier 1 (non-IT1) and
innovative Tier 1 (IT1) capital 6,065,486 6,065,486 -
Non-innovative Tier 1 capital 3,497,945 3,497,945 -
Total innovative Tier 1 capital 2,567,541 2,567,541 -
Total Tier 1 capital 35,523,871 32,996,631 3,789,848
Less:
Goodwill (6,049,900) (81,015) -
Deductions in excess of Tier 2 capital - (7,604,007) -
ELIGIBLE TIER 1 CAPITAL 29,473,971 25,311,609 3,789,848
Eligible Tier 2 Capital
Maximum allowable subordinated debt
capital 10,732,475 9,458,980 1,000,000
(@) RM subordinated debt capital 7,373,495 6,100,000 1,000,000
(b) FX subordinated debt capital 3,358,980 3,358,980 -
Collective Allowance for SA approach 995,632 449,884 (96,557)
Total Tier 2 capital 11,728,107 9,908,864 1,096,557
Total Tier 2 capital (subject to limits) 11,728,107 9,908,864 1,096,557
Less:
Investment in subsidiaries (2,924,965) (17,457,434) -
Securitisation exposures subject to
deductions (16,796) (16,796) -
Securitisation exposures held in the
banking book (16,796) (16,796) -
Excess of total EL over total EP under the
IRB approach (108,217) (37,49) (101,883)
Liquidity reserve (1,492) (1,492) -
Total deductions (3,051,470) (17,512,871) (101,883)
Total deductions from Tier 2 Capital (3,051,470) (9,908,864) (101,883)
ELIGIBLE TIER 2 CAPITAL 8,676,637 - 994,674
CAPITAL BASE 38,150,608 25,311,609 4,784,522




risk management

3.0 Risk Management
3.1 Introduction

During the financial period ended 31 December 2011, the
Maybank Group continued to take proactive measures to

manage various risks posed by the rapidly changing business

environment. These risks, which include credit risk, market
risk, liquidity risk, reputational risk, business risk, strategic
risk and operational risk, were systematically managed

within the Group’s risk governance, infrastructure and tools.

3.2 Risk Governance Structure

The risk governance structures were further strengthened to

embed and enhance our risk management and risk

3.3

culture across the Group, given our growth plans. The chart
illustrating the risk governance structures of Maybank
Group can be found on page 140 of the Risk Management
write-up under Governance. To further enhance governance
over the Embedded Risk Units, Overseas Units and Group
subsidiaries, an enhanced risk governance was also approved
by the Risk Management Committee for implementation.

Holistic Enterprise Risk Management Approach

In light of the Group’s operating structure and geographic
expansion, the Group continuously enhances its integrated
risk management approach towards the effective
management of enterprise-wide risks in the Group. Key
components of the Enterprise Risk Management (ERM)
framework include:

ERM ROLES AND FUNCTIONS

Risk Committee sets strategic direction and priorities of the risk management program
and internal control

v

Chief Risk Officer provides analysis and reporting to oversight and central agencies,
develops policy and prioritises day-to-day activities.

v

Risk Manager oversees risk assessment, training and tools, facilitation,
information management and reporting

Strategy Process

Reports

v

Organisation &
Governance

People &
Culture

In line with the ERM, the Group has adopted and consistently practised the Seven Broad Principles of Risk Management to

ensure integration in purpose, policy, methodology and risk culture.
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risk management

The Group’s Seven Broad Principles of Risk Management
The Seven Broad Principles define the key principles on accountability, independence, structure and scope.

No Principles

—_

The risk management approach is premised on three lines of defence - risk taking units, risk control units and internal audit.

2 The risk taking units are responsible for the day-to-day management of risks inherent in their business activities while the risk
control units are responsible for setting the risk management frameworks and developing tools and methodologies for the
identification, measurement, monitoring, control and pricing of risk. Complementing this is internal audit which provides
independent assurance of the effectiveness of the risk management approach.

3 Risk management provides risk oversight for the major risk categories including credit risk, market risk, liquidity risk,
operational risk and other industry-specific risks.

4 Risk management ensures that the core risk policies of the Group are consistent, sets the risk tolerance level and facilitates
the implementation of an integrated risk-adjusted measurement framework.

5 Risk management is functionally and organisationally independent of the business sectors and other risk taking units within
the Maybank Group.

6 The Maybank Board, through the Board Risk Management Committee, maintains overall responsibility for risk oversight within
the Group.

7 Risk management is responsible for the execution of various risk policies and related business decisions empowered by
the Board.

At Maybank, we manage risk through clear delineation of the 3 lines of defence. The 3 lines of defence are defined as follows:

1st Line of Defence is the business operations which
performs day-to-day risk management and implements
an effective risk and control environment to
operate in, e.g (GWB, CFS, Etiqa, etc)

2nd Line of Defence is the oversight functions
such as Group Credit and Risk Management &
Group Compliance which set direction,
define policy and provide assurance

3rd Line of Defence is Group Internal Audit and
External Audit which provide Independent challenge
to the levels of assurance provided by business
and oversight functions
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3.4 Risk Appetite

Identifying the risk appetite and risk capacity of the business is an important starting point for ERM. A key element of the Risk
Appetite framework is the Risk Appetite Statement, which is a Board-approved document that defines the self-imposed
constraints and drivers which we have chosen to limit or otherwise influence the amount of risk undertaken. This document shall
have a set of quantitative and qualitative key measures, and shall be regularly reviewed, updated and approved by the Board Risk
Management Committee and Board.

The Maybank Board has approved the Risk Appetite Statement and Framework for implementation across the Maybank Group.
The risk appetite statements were articulated to better link our business strategies with our risk taking capacities and optimise
risk-return tradeoffs.



Credit risk arises as a result of customers or counter parties’ failure or unwillingness to fulfil their financial and contractual
obligations as and when they arise. These obligations arise from the Group’s direct lending operations, trade finance and its

funding, investment and trading activities undertaken by the Group.

Of the various types of risks which the Group engages in, credit risk generates the largest regulatory capital requirement.

Tables 3 through 5 present the minimum regulatory capital requirement for credit risk under the IRB approach for the Group, the
Bank and MIB, respectively. These tables tabulate the total RWA under the various exposure classes under the IRB approach and
apply the minimum capital requirement at 8% as set by BNM to ascertain the minimum capital required for each of the portfolios

assessed.

Table 3: Disclosure on Capital Adequacy under IRB Approach for Maybank Group

Gross Net Minimum
Exposures/  Exposures/ Risk Capital
31.12.20M EAD before EAD after Weighted Requirement
Item Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000
1.0 Credit Risk
1.1 Exempted Exposures (Standardised Approach)
On-Balance Sheet Exposures
Sovereigns/Central Banks 61,566,161 61,566,161 3,013,399 241,072
Public Sector Entities 1,002,719 994,184 816,459 65,317
Banks, Development Financial Institutions and Multilateral
Development Banks 3,771,959 3,771,574 1,301,047 104,084
Insurance Companies, Securities Firms and Fund Managers 334,063 334,063 334,063 26,725
Corporates 42,112,182 41,210,415 40,705,480 3,256,438
Regulatory Retail 14,075,274 13,621,464 10,162,664 813,013
Residential Mortgage 2,063,422 2,063,422 926,505 74,120
Higher Risk Assets 574,927 574,927 862,391 68,991
Other Assets 19,094,871 19,094,871 4,552,604 364,208
Securitisation Exposures 1,012,355 1,012,355 554,994 44,400
Equity Exposure 580,746 580,746 848,279 67,862
Defaulted Exposures 1,526,949 1,526,682 2,233,761 178,701
Total On-Balance Sheet Exposures 147,715,627 146,350,863 66,311,647 5,304,932
Off-Balance Sheet Exposures
OTC Derivatives 387,044 387,044 183,998 14,720
Off-balance sheet exposures other than OTC derivatives
or credit derivatives 5,199,198 4,805,851 4,160,252 332,820
Defaulted Exposures 22 22 18 1
Total Off-Balance Sheet Exposures 5,586,264 5,192,917 4,344,268 347,541
Total On and Off-Balance Sheet Exposures 153,301,891 151,543,780 70,655,914 5,652,473
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Table 3: Disclosure on Capital Adequacy under IRB Approach for Maybank Group (cont’d.)

Gross Net Minimum
Exposures/  Exposures/ Risk Capital
31.12.20M EAD before EAD after Weighted Requirement
Item Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000
1.2 Exposures under the IRB Approach
On-Balance Sheet Exposures
Banks, Development Financial Institutions and
Multilateral Development Banks 50,251,862 50,251,862 16,889,675 1,351,174
Corporate Exposures 111,203,418 111,203,418 74,398,747 5,951,900
a) Corporates (excluding Specialised Lending and firm-size
adjustments) 62,937,722 62,937,722 40,282,351 3,222,588
b) Corporates (with firm-size adjustment) 46,897,742 46,897,742 33,147,324 2,651,786
c) Specialised Lending (Slotting Approach) 1,367,955 1,367,955 969,072 77,526
i) Project Finance 1,367,955 1,367,955 969,072 77,526
Retail Exposures 104,937,142 104,937,142 35,550,703 2,844,056
a) Residential Mortgages 37,497,934 37,497,934 14,314,657 1,145,173
b) Qualifying Revolving Retail Exposures 4,627,319 4,627,319 2,556,446 204,516
¢) Hire Purchase Exposures 30,735,761 30,735,761 11,415,515 913,241
d) Other Retail Exposures 32,076,128 32,076,128 7,264,085 581,127
Defaulted Exposures 4,412,542 4,412,542 861,167 68,893
Total On-Balance Sheet Exposures 270,804,965 270,804,965 127,700,293 10,216,023
Off-Balance Sheet Exposures
OTC Derivatives 7,437,556 7,437,556 2,578,493 206,279
Off-balance sheet exposures other than OTC derivatives
or credit derivatives 25,095,621 25,095,621 14,140,116 1,131,209
Defaulted Exposures 194,197 194,197 15,250 1,220
Total Off-Balance Sheet Exposures 32,727,374 32,727,374 16,733,859 1,338,709
Total On and Off-Balance Sheet Exposures 303,532,339 303,532,339 144,434,152 11,554,732
Total IRB Approach after Scaling Factor of 1.06 153,100,201 12,248,016
Total (Exposures under Standardised Approach and IRB
Approach) 456,834,230 455,076,118 223,756,115 17,900,489
2.0 Market Risk
Interest Rate Risk - - 5,747,763 459,821
Foreign Currency Risk - - 4,163,413 333,073
Equity Risk - - 196,089 15,687
Commodity Risk - - 1,012 81
Option Risk - - 270,988 21,679
3.0 Operational Risk - - 24,983,371 1,998,670
4.0 Total RWA and Capital Requirements - - 259,118,751 20,729,500



Table 3: Disclosure on Capital Adequacy under IRB Approach for Maybank Group (cont’d.)

Gross Net Minimum
Exposures/  Exposures/ Risk Capital
30.6.2011 EAD before EAD after Weighted Requirement
Item Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’'000
1.0 Credit Risk
1.1 Exempted Exposures (Standardised Approach)
On-Balance Sheet Exposures
Sovereigns/Central Banks 54,705,562 54,705,562 5,127,947 410,236
Public Sector Entities 1,151,834 1,145,602 1,020,937 81,675
Banks, Development Financial Institutions and Multilateral
Development Banks 4,488,478 4,270,772 2,094,216 167,537
Insurance Companies, Securities Firms and Fund Managers 824,292 823,651 808,454 64,676
Corporates 40,029,502 29,525,046 26,563,283 2,125,063
Regulatory Retail 23,403,352 20,473,769 15,342,043 1,227,363
Residential Mortgage 4,484,692 4,402,458 2,036,140 162,891
Higher Risk Assets 668,565 668,565 1,002,848 80,228
Other Assets 21,407,711 21,407,711 2,781,176 222,494
Securitisation Exposures 608,477 608,477 446,441 35,715
Equity Exposure 118,047 118,046 147,889 11,831
Defaulted Exposures 419,670 413,021 523,349 41,868
Total On-Balance Sheet Exposures 152,310,181 138,562,680 57,894,724 4,631,578
Off-Balance Sheet Exposures
OTC Derivatives 276,090 276,090 115,932 9,275
Off-balance sheet exposures other than OTC derivatives
or credit derivatives 3,458,709 3,210,262 2,225,751 178,060
Defaulted Exposures 112 112 144 1
Total Off-Balance Sheet Exposures 3,734,911 3,486,464 2,341,826 187,346
Total On and Off-Balance Sheet Exposures 156,045,093 142,049,144 60,236,549 4,818,924
1.2 Exposures under the IRB Approach
On-Balance Sheet Exposures
Banks, Development Financial Institutions and
Multilateral Development Banks 39,066,005 39,066,005 12,226,840 978,147
Corporate Exposures 110,094,051 110,094,051 77,807,688 6,224,615
a) Corporates (excluding Specialised Lending and firm-size
adjustments) 61,517,760 61,517,760 43,828,077 3,506,246
b) Corporates (with firm-size adjustment) 47,851,331 47,851,330 33,452,822 2,676,226
c) Specialised Lending (Slotting Approach) 724,961 724,961 526,788 42,143
i) Project Finance 724,961 724,961 526,788 42,143
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Table 3: Disclosure on Capital Adequacy under IRB Approach for Maybank Group (cont’d.)

Gross Net Minimum
Exposures/  Exposures/ Risk Capital
30.6.2011 EAD before EAD after Weighted Requirement
Item Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000
Retail Exposures 90,908,875 90,908,875 34,370,929 2,749,674
a) Residential Mortgages 32,090,708 32,090,708 14,510,668 1,160,853
b) Qualifying Revolving Retail Exposures 4,233154 4,233154 2,428,234 194,259
¢) Hire Purchase Exposures 30,356,492 30,356,492 1,497,228 919,778
d) Other Retail Exposures 24,228,521 24,228,521 5,934,799 474,784
Defaulted Exposures 4,080,641 4,080,641 942,682 75,415
Total On-Balance Sheet Exposures 244149,572  244]49,572 125,348,140 10,027,851
Off-Balance Sheet Exposures
OTC Derivatives 5,163,650 5,163,650 2,541,719 203,338
Off-balance sheet exposures other than OTC derivatives
or credit derivatives 19,067,868 19,067,868 1,287,492 902,999
Defaulted Exposures 94,91 94,9 79 6
Total Off-Balance Sheet Exposures 24,326,429 24,326,429 13,829,290 1,106,343
Total On and Off-Balance Sheet Exposures 268,476,001 268,476,001 139,177,430 11,134,194
Total IRB Approach after Scaling Factor of 1.06 147,528,075 11,802,246
Total (Exposures under Standardised Approach and IRB
Approach) 424,521,094 410,525,145 207,764,624 16,621,170
2.0  Market Risk
Interest Rate Risk - - 6,738,977 539,118
Foreign Currency Risk - - 9,094,481 727,558
Equity Risk - - 9,964 797
Commodity Risk - - 52,163 4173
Option Risk - - 95,664 7,653
3.0 Operational Risk - - 23,223,860 1,857,909
4.0 Total RWA and Capital Requirements - - 246,979,733 19,758,379



Table 4: Disclosure on Capital Adequacy under IRB Approach for Maybank

Gross Net Minimum
Exposures/  Exposures/ Risk Capital
31.12.20M EAD before EAD after Weighted Requirement
Item Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000
1.0 Credit Risk
1.1 Exempted Exposures (Standardised Approach)
On-Balance Sheet Exposures
Sovereigns/Central Banks 43,329,944 43,329,944 1,422,455 113,796
Public Sector Entities 863,528 861,443 698,335 55,867
Banks, Development Financial Institutions and Multilateral
Development Banks - - - -
Insurance Companies, Securities Firms and Fund Managers 4,006 4,006 4,006 320
Corporates 22,456,258 22,421,600 21,790,820 1,743,266
Regulatory Retail 5,377,033 5,110,622 3,672,810 293,825
Residential Mortgage 736,715 736,715 408,861 32,709
Higher Risk Assets 437,645 437,645 656,467 52,517
Other Assets 17,324,102 17,324,102 5,355,679 428,454
Securitisation Exposures 1,012,355 1,012,355 554,994 44,400
Equity Exposure 567,104 567,104 828,265 66,261
Defaulted Exposures 221,137 221,137 290,326 23,226
Total On-Balance Sheet Exposures 92,329,827 92,026,673 35,683,018 2,854,641
Off-Balance Sheet Exposures
OTC Derivatives 171,032 171,032 132,908 10,633
Off-balance sheet exposures other than OTC derivatives
or credit derivatives 3,481,319 3,250,692 3,018,348 241,468
Defaulted Exposures 22 22 18 1
Total Off-Balance Sheet Exposures 3,652,373 3,421,746 3,151,274 252,102
Total On and Off-Balance Sheet Exposures 95,982,200 95,448,419 38,834,291 3,106,743
1.2 Exposures under the IRB Approach
On-Balance Sheet Exposures
Banks, Development Financial Institutions and
Multilateral Development Banks 50,469,618 50,469,618 16,787,783 1,343,023
Insurance Companies, Securities Firms and Fund Managers - - - -
Corporate Exposures 96,521,273 96,521,273 64,320,826 5,145,666
a) Corporates (excluding Specialised Lending and firm-size
adjustments) 55,591,935 55,591,935 35,946,724 2,875,738
b) Corporates (with firm-size adjustment) 40,237,285 40,237,285 27,993,952 2,239,516
c) Specialised Lending (Slotting Approach) 692,053 692,053 380,151 30,412
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Table 4: Disclosure on Capital Adequacy under IRB Approach for Maybank (cont’d.)

Gross Net Minimum
Exposures/  Exposures/ Risk Capital
31.12.20M EAD before EAD after Weighted Requirement
Item Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000
i) Project Finance 692,053 692,053 380,151 30,412
Retail Exposures 74,494,069 74,494,069 24,656,183 1,972,495
a) Residential Mortgages 31,960,977 31,960,977 11,214,807 897,185
b) Qualifying Revolving Retail Exposures 4,314,675 4,314,675 2,375,020 190,002
¢) Hire Purchase Exposures 16,618,373 16,618,373 6,279,439 502,355
d) Other Retail Exposures 21,600,045 21,600,045 4,786,917 382,953
Defaulted Exposures 3,891,501 3,891,501 693,937 55,515
Total On-Balance Sheet Exposures 225,376,461 225,376,461 106,458,728 8,516,698
Off-Balance Sheet Exposures
OTC Derivatives 7,294,530 7,294,530 2,525,339 202,027
Off-balance sheet exposures other than OTC derivatives
or credit derivatives 21,775,436 21,775,436 12,437,733 995,019
Defaulted Exposures 188,701 188,701 11,630 930
Total Off-Balance Sheet Exposures 29,258,667 29,258,667 14,974,702 1,197,976
Total On and Off-Balance Sheet Exposures 254,635,128 254,635,128 121,433,430 9,714,674
Total IRB Approach after Scaling Factor of 1.06 128,719,436 10,297,555
Total (Exposures under Standardised Approach and IRB
Approach) 350,617,328 350,083,547 167,553,727 13,404,298
2.0 Market Risk
Interest Rate Risk - - 4,764,168 381,133
Foreign Currency Risk - - 3,345,510 267,641
Equity Risk - - 8,599 688
Commodity Risk - - 1,011 81
Option Risk - - 257,386 20,591
3.0 Operational Risk - - 17,970,181 1,437,614
4.0 Total RWA and Capital Requirements - - 193,900,582 15,512,047



Table 4: Disclosure on Capital Adequacy under IRB Approach for Maybank (cont’d.)

Gross Net Minimum
Exposures/  Exposures/ Risk Capital
30.6.2011 EAD before EAD after Weighted Requirement
Item Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000
1.0 Credit Risk
1.1 Exempted Exposures (Standardised Approach)
On-Balance Sheet Exposures
Sovereigns/Central Banks 34,024,308 34,024,308 595,281 47,622
Public Sector Entities 1,021,772 1,019,474 907,635 72,611
Banks, Development Financial Institutions and Multilateral
Development Banks - - - -
Insurance Companies, Securities Firms and Fund Managers 64,000 63,359 48163 3,853
Corporates 13,699,173 13,349,450 12,586,774 1,006,942
Regulatory Retail 9,317,368 8,925,846 6,691,423 535,314
Residential Mortgage 2,118,081 2,117,874 1,179,060 94,325
Higher Risk Assets 481,634 481,634 722,451 57,796
Other Assets 23,114,178 23,114,178 5,762,690 461,015
Securitisation Exposures 608,477 608,477 446,441 35,715
Equity Exposure 60,071 60,071 60,071 4,806
Defaulted Exposures 225,090 219,887 251,096 20,088
Total On-Balance Sheet Exposures 84,734,152 83,984,559 29,251,086 2,340,087
Off-Balance Sheet Exposures
OTC Derivatives 276,090 276,090 115,925 9,274
Off-balance sheet exposures other than OTC derivatives
or credit derivatives 2,629,745 2,438,450 2,092,512 167,401
Defaulted Exposures 12 12 144 1
Total Off-Balance Sheet Exposures 2,905,947 2,714,653 2,208,580 176,686
Total On and Off-Balance Sheet Exposures 87,640,099 86,699,211 31,459,666 2,516,773
1.2 Exposures under the IRB Approach
On-Balance Sheet Exposures
Banks, Development Financial Institutions and
Multilateral Development Banks 42,667,209 42,667,209 15,609,873 1,248,790
Insurance Companies, Securities Firms and Fund Managers - - - -
Corporate Exposures 96,600,425 96,600,425 68,153,331 5,452,266
a) Corporates (excluding Specialised Lending and firm-size
adjustments) 54,262,574 54,262,574 38,860,907 3,108,873
b) Corporates (with firm-size adjustment) 41,631,135 41,631,135 28,778,407 2,302,273
c) Specialised Lending (Slotting Approach) 706,716 706,716 514,017 4121
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Table 4: Disclosure on Capital Adequacy under IRB Approach for Maybank (cont’d.)

Gross Net Minimum
Exposures/  Exposures/ Risk Capital
30.6.2011 EAD before EAD after Weighted Requirement
Item Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000
i) Project Finance 706,716 706,716 514,017 41,121
Retail Exposures 62,465,358 62,465,358 24,805,445 1,984,436
a) Residential Mortgages 27,597,061 27,597,061 11,940,513 955,241
b) Qualifying Revolving Retail Exposures 3,944,010 3,944,010 2,253,379 180,270
¢) Hire Purchase Exposures 16,099,325 16,099,325 6,696,465 535,717
d) Other Retail Exposures 14,824,961 14,824,961 3,915,087 313,207
Defaulted Exposures 3,456,143 3,456,143 749,438 59,955
Total On-Balance Sheet Exposures 205,189,136 205,189,135 109,318,087 8,745,447
Off-Balance Sheet Exposures
OTC Derivatives 5,094,597 5,094,597 2,508,837 200,707
Off-balance sheet exposures other than OTC derivatives
or credit derivatives 17,326,367 17,326,367 10,231,145 818,492
Defaulted Exposures 94,911 94,911 79 6
Total Off-Balance Sheet Exposures 22,515,875 22,515,875 12,740,061 1,019,205
Total On and Off-Balance Sheet Exposures 227,705,011 227,705,010 122,058,147 9,764,652
Total IRB Approach after Scaling Factor of 1.06 129,381,636 10,350,531
Total (Exposures under Standardised Approach and IRB
Approach) 315,345,110 314,404,222 160,841,302 12,867,304
2.0  Market Risk
Interest Rate Risk - - 6,296,375 503,710
Foreign Currency Risk - - 3,325,150 266,012
Equity Risk - - 9,963 797
Commodity Risk - - 52,163 4173
Option Risk - - 9,182 735
3.0 Operational Risk - - 17,738,110 1,419,049
4.0 Total RWA and Capital Requirements - - 188,272,244 15,061,779



Table 5: Disclosure on Capital Adequacy under IRB Approach for Maybank Islamic

Risk Total Risk
Gross Net Weighted Weighted Minimum
Exposures/ Exposures/ Risk Assets Assets after Capital
31.12.20M EAD before EAD after Weighted Absorbed by effects of Requirement
Item Exposure Class CRM CRM Assets PSIA PSIA at 8%
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
1.0 Credit Risk
11 Exempted Exposures
(Standardised Approach)
On-Balance Sheet Exposures
Sovereigns/Central Banks 12,198,099 12,198,099 - - - -
Public Sector Entities 93,011 89,323 77,315 - 77,315 6,185
Insurance Companies,
Securities Firms and Fund
Managers 329 329 329 - 329 26
Corporates 2,649,670 2,464,690 2,707,937 - 2,707,937 216,635
Regulatory Retail 924,021 826,110 619,583 - 619,583 49,567
Residential Mortgage 189,943 189,943 119,680 - 119,680 9,574
Higher Risk Assets 30,340 30,340 45,510 - 45,510 3,641
Other Assets 2,368,113 2,368,113 525,833 - 525,833 42,067
Defaulted Exposures 5,926 5,926 6,240 - 6,240 499
Total On-Balance Sheet
Exposures 18,459,452 18,172,874 4,102,426 - 4,102,426 328,194
Off-Balance Sheet Exposures
OTC Derivatives 181,545 181,545 36,749 - 36,749 2,940
Off balance sheet exposures
other than OTC derivatives
or credit derivatives 412,955 412,955 14,504 - 14,504 1,160
Defaulted Exposures - - - - - -
Total Off-Balance Sheet
Exposures 594,500 594,500 51,253 - 51,253 4,100
Total On and Off-Balance
Sheet Exposures 19,053,952 18,767,374 4,153,679 - 4,153,679 332,294
1.2 Exposures under the IRB
Approach
On-Balance Sheet Exposures
Banks, Development
Financial Institutions and
Multilateral Development
Banks 8,622,533 8,622,533 3,523,929 - 3,523,929 281,914
Corporate Exposures 14,682,146 14,682,146 10,272,192 194,270 10,077,922 806,234
a) Corporates (excluding
Specialised Lending and
firm-size adjustments) 7,345,787 7,345,787 4,529,898 194,270 4,335,628 346,850
b) Corporates (with firm-size
adjustment) 6,660,457 6,660,457 5,153,373 - 5,153,373 412,270

4