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DIRECTORS" REPORT

The Directors have pleasure in presenting their report together with the audited financial statements of the
Group and of the Bank for the financial year ended June 30, 2010.

PRINCIPAL ACTIVITIES

The Bank is principally engaged in the investment banking business including Islamic Banking Scheme operations,
provision of stockbroking services and related financial services.

The principal activities of the subsidiaries are described in Note 10 to the financial statements.

There have been no significant changes in the nature of the principal activities during the financial year other than
as disclosed in Note 30 to the financial statements.

RESULTS Group Bank
RM’000 RM’000

Profit before taxation 124,558 125,162
Taxation and Zakat (34,510) (33,372)
Net profit for the year 90,048 91,790

Attributable to:
Equity holders of the Bank 90,048 91,790

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

In the opinion of the Directors, the results of the operations of the Group and of the Bank during the financial year
were not substantially affected by any item, transaction or event of a material and unusual nature.

DIVIDENDS

An interim dividend of 1,220% less 25% taxation, on 50,116,000 ordinary shares amounting to RM458,561,400
was declared on December 31, 2009 and paid on January 29, 2010.
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DIRECTORS

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

Tan Sri Dato’ Megat Zaharruddin bin Megat Mohd Nor (Chairman) (appointed on January 26, 2010)
Dato’ Sri Abdul Wahid bin Omar

Datuk R. Karownakaran @ Karunakaran a/l Ramasamy

Dato Dr Tan Tat Wai (appointed on February 11, 2010)

Cheah Teik Seng (appointed on February 11, 2010)

Mohammed Rashdan bin Mohd Yusof (resigned on May 1, 2010)

Dato’ Aminuddin Md Desa (resigned on February 11, 2010)

Haji Mohd Hashir bin Haji Abdullah (resigned on February 11, 2010)

Tan Sri Mohamed Basir bin Ahmad (Former chairman) (resigned on January 26, 2010)

DIRECTORS’ BENEFITS

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement to which
the Bank or its subsidiaries was a party, whereby the Directors might acquire benefits by means of the acquisition
of shares in or debentures of the Bank or any other body corporate, other than as may arise from the share options
granted pursuant to the Malayan Banking Berhad Group Employee Share Option Scheme (ESOS).

Since the end of the previous financial year, no Director has received or become entitled to receive a benefit
(other than benefits included in the aggregate amount of emoluments received or due and receivable by the Directors,
or the fixed salary of a full time employee of the Bank or its related corporation as shown in Note 27 to the financial
statements and in the financial statements of its related corporations) by reason of a contract made by the Bank or
a related corporation with any Director or with a firm of which he is a member, or with a company in which he has a
substantial financial interest.

DIRECTORS’ INTERESTS

According to the register of Directors’ shareholdings, the interests of Directors in office at the end of the financial
year in shares and options over shares in the holding company, Malayan Banking Berhad, during the financial year
are as follows:

Number of Ordinary Shares of RM1.00 Each

July 1,2009 Share
/Date of Options Bonus June, 30
Appointment Exercised issue Sold 2010
Holding company
Tan Sri Dato’ Megat Zaharuddin 57,350 - - - 57,350
bin Megat Mohd Nor
Dato Dr Tan Tat Wai 5,000 - - - 5,000
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DIRECTORS" REPORT (conta)

DIRECTORS’ INTERESTS (cont’d)

Other than as stated above, the Directors do not have any interest in shares in the Bank or its related corporation
during the financial year.

RATING BY EXTERNAL RATING AGENCY

The Bank’s long term rating of AAA and short term rating of A1 was reaffirmed by the Rating Agency Malaysia Berhad
on March 17, 2010.

BUSINESS OUTLOOK

Maybank Investment Bank Berhad envisage to remain resilient and aim to be a global player with strategic financial
advisory as the core emphasis despite the difficult operating environment. We shall continue to leverage on the
natural synergy developed with our parent company by providing “total package solutions”. The unveiling of
the new corporate name and logo during the previous financial year has allowed us to leverage further on the
strength of the Maybank brand, as well as the wealth of resources and capabilities within the Group to enable us
to assist corporations and entrepreneurs, in corporate restructuring, capital raising, mergers and acquisitions
including regional expansion. The awards and accolades received through the years are evident of our strength
in the capital markets (both conventional and Islamic).

SIGNIFICANT EVENT
The significant events during the financial year is as disclosed in Note 30 to the financial statements.
Other statutory information

a) Before the balance sheets 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 allowance had been made for doubtful debts; and

ii) 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 allowance 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 the current assets in the financial statements of the Group and of the Bank
misleading.
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Other statutory information (cont’d)

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 or of the Bank which has arisen since the end of the financial year
which secures the liabilities of any other person; or

ii) any contingent liability of the Group or of the Bank which has arisen since the end of the financial year
other than those arising in the normal course of business of the Group or of the Bank.

f) In the opinion of the Directors:

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

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

AUDITORS

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 August 20, 2010.

feacraed A~ A

Tan Sri Dato Megat Zaharruddin Dato’ Sri Abdul Wahid bin Omar
bin Megat Mohd Nor
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STATEMENT BY DIRECTORS

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

We, Tan Sri Dato’ Megat Zaharruddin bin Megat Mohd Nor and Dato’ Sri Abdul Wahid bin Omar, being two of
the Directors of Maybank Investment Bank Berhad, do hereby state that, in the opinion of the Directors, the
accompanying financial statements set out on pages 78 to 159 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’s
Guidelines, so as to give a true and fair view of the financial position of the Group and of the Bank as at June 30,2010
and of the results and the cash flows of the Group and of the Bank for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the directors dated August 20, 2010.

facrad AL~ %\Jq
TAN SRI DATO’ MEGAT ZAHARRUDDIN DATO’ SRI ABDUL WAHID BIN OMAR
BIN MEGAT MOHD NOR
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STATUTORY DECLARATION

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

I, Dato’ Sri Abdul Wahid bin Omar, being the Director primarily responsible for the financial management of
Maybank Investment Bank Berhad, do solemnly and sincerely declare that the accompanying financial statements
set out on pages 78 to 159 are in my opinion correct, and | make this solemn declaration conscientiously believing
the same to be true and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the

abovenamed Dato’ Sri Abdul Wahid bin Omar 5 \Mf;

at Kuala Lumpur in the Federal Territory on o

August 20, 2010. DATO’ SRI ABDUL WAHID BIN OMAR
Before me,

ey -~

YAYA T
5 $
/“‘"\%
&)
7
Mo: W 480 ks

R. VASUGT AMMAL,
FIK

No. 72, Tingkat 3
Jalan Mega mendung
Bandar Kompleks
58200 Kuala Lumpur
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REPORT OF THE AUDITORS

Independent auditors’ report to the members of
Maybank Investment Bank Berhad
(Incorporated in Malaysia)

REPORT ON THE FINANCIAL STATEMENTS

We have audited the financial statements of Maybank Investment Bank Berhad which comprise the balance sheets
as at June 30, 2010 of the Group and of the Bank, and the income statements, statements of changes in equity
and cash flow statements of the Group and of the Bank for the year then ended, and a summary of significant
accounting policies and other explanatory notes, as set out on pages 78 to159.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of the Bank are responsible for the preparation and fair presentation of these financial statements
in accordance with Financial Reporting Standards, as modified by Bank Negara Malaysia’s (BNM) Guidelines,
and the Companies Act 1965 in Malaysia. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

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 and fair presentation of the financial statements
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 and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the financial statements have been properly drawn up in accordance with Financial Reporting
Standards, as modified by Bank Negara Malaysia’s (“BNM”) Guidelines, and the Companies Act 1965 in Malaysia
so as to give a true and fair view of the financial position of the Group and of the Bank as at June 30, 2010 and of
their financial performance and cash flows of the Group and of the Bank for the year then ended.
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
In accordance with the requirements of the Companies Act 1965 in Malaysia, we also report the following:

a) 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.

b) We have considered the accounts and the auditors’ reports of all the subsidiaries of which we have not acted as
auditors, which are indicated in Note 10 to the financial statements.

c) We are satisfied that the accounts 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.

d) The auditors’ reports on the accounts of the subsidiaries were not subject to any qualification and did not include
any comment required to be made under Section 174(3) of the Act.

OTHER MATTERS
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.

B -

Ernst & Young Abdul Rauf bin Rashid
AF:0039 NO. 2305/05/12(J)
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
August 20, 2010
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BALANCE SH EETS as at June 30, 2010

ANNUAL REPORT 2010

Group Bank
Note 2010 2009 2010 2009

ASSETS RM’000 RM’000 RM’000 RM’000
Cash and short-term funds 4 432,824 735,400 406,990 712,266
Deposits and placements with banks and

other financial institutions 5 12,052 14,741 8,733 9,334
Securities portfolio 6 111,307 3,841,090 65,978 3,792,755
Loans and advances 7 128,042 251,535 128,042 251,535
Other assets 8 176,730 317,763 177,147 314,719
Statutory deposits with Bank Negara Malaysia 9 105 10,218 105 10,218
Investment in subsidiaries 10 - - 233,279 230,924
Investment in associates 11 9,944 9,012 4,200 4,200
Property, plant and equipment 12 9,397 8,432 9,163 8,084
Intangible assets 13 1,823 1,684 1,823 1,684
Deferred tax assets 14 14,945 24,417 14,945 24,417
TOTAL ASSETS 897,169 5,214,292 1,050,405 5,360,136
LIABILITIES AND EQUITY
Deposits from customers 15 - 3,862,851 - 3,862,851
Deposits and placements of banks and

other financial institutions 16 - 232,470 - 232,470
Other liabilities 17 492,380 364,405 661,974 532,731
Deferred tax liabilities 14 566 146 - -
TOTAL LIABILITIES 492,946 4,459,872 661,974 4,628,052
Share capital 18 50,116 50,116 50,116 50,116
Reserves 354,107 704,304 338,315 681,968
TOTAL EQUITY 404,223 754,420 388,431 732,084
TOTAL LIABILITIES AND EQUITY 897,169 5,214,292 1,050,405 5,360,136
COMMITMENTS AND CONTINGENCIES 31 410,156 345,967 410,156 345,967

The accompanying notes form an integral part of the financial statements.
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INCOME STATEMENTS for the year ended June 30, 2010

ANNUAL REPORT 2010

Group Bank
Note 2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Interest income 21 42,270 247,547 41,822 247,028
Interest expense 22 (12,725) (170,519) (12,725) (170,519)
Net interest income 29,545 77,028 29,097 76,509
Net income from Islamic
Banking Scheme operations 39 2,279 5,627 2,279 5,627
Non-interest income 23 183,376 134,012 183,621 127,604
Net income 215,200 216,667 214,997 209,740
Overhead expenses 24 (111,454) (103,361) (109,423) (101,895)
Operating profit 103,746 113,306 105,574 107,845
Write back of losses on loans and advances,net 25 19,588 3,162 19,588 3,162
123,334 116,468 125,162 111,007
Share of results of associates 1,224 (9,116) - -
Profit before taxation 124,558 107,352 125,162 111,007
Taxation and zakat 26 (34,510) 6,117 (33,372) 8,048
Net profit for the financial year, attributable
to equity holders of the Bank 90,048 113,469 91,790 119,055
Basic earnings per share (sen) 28 180 226 183 238

The accompanying notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended June 30, 2010

&——————————— Non-distributable ———— Distributable

GROUP Equity
Contribution
Unrealised from Exchange  Retained
Share Share  Statutory Holding Parent Fluctuation  Earnings
Note  Capital Premium Reserves*  Reserves (Note 20) Reserve  (Note 19) Total
RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 RM’000 RM’'000
At July 1, 2009 50,116 172,669 50,116 (3,519) 2,544 177 482,317 754,420
Foreign currency translation - - - - - (3,965) - (3,965)
Net increase in fair value of
securities, net of disposal - - - 22,281 - - - 22,281
Dividends 38 - - - - - - (458561) (458,561)
Transfer from ESOS reserve - - - - (2,544) - 2,544 -
Net profit for the year - - - - - - 90,048 90,048
At June 30,2010 50,116 172,669 50,116 18,762 = (3,788) 116,348 404,223
At July 1, 2008 50,116 172,669 50,116 (50,228) 2,535 (3,259) 594,370 816,319
Foreign currency translation - - - - - 3,436 - 3,436
Net increase in fair value of
securities, net of disposal - - - 46,709 - - - 46,709
Share options granted
under ESOS - - - - 9 - - 9
Dividends 38 - - - - - - (225522) (225,522)
Net profit for the year - - - - - - 113469 113,469
At June 30, 2009 50,116 172,669 50,116 (3,519) 2,544 177 482,317 754,420

The accompanying notes form an integral part of the financial statements.
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ANNUAL REPORT 2010

&——————— Non-distributable ——— Distributable

BANK Equity
Contribution
Unrealised from  Retained
Share Share  Statutory Holding Parent  Earnings
Note Capital  Premium Reserves®*  Reserves (Note20) (Note19) Total
RM’'000 RM'000 RM'000 RM'000 RM'000 RM’000 RM’'000
At July 1, 2009 50,116 172,669 50,116 (17,341) 2,511 474,013 732,084
Net increase in fair value of
securities, net of disposal - - - 23,118 - - 23,118
Share options granted under ESOS - - - - - - -
Dividends 38 - - - - - (458561) (458,561)
Transfer from ESOS reserve - - - - (2,511) 2,511 -
Net profit for the year - - - - - 91,790 91,790
At June 30,2010 50,116 172,669 50,116 5,777 = 109,753 388,431
At July 1, 2008 50,116 172,669 50,116 (60,727) 2,502 580,480 795,156
Net increase in fair value of
securities, net of disposal - - - 43,386 - - 43,386
Share options granted under ESOS - - - - 9 - 9
Dividends 38 - - - - - (225522) (225,522)
Net profit for the year - - - - - 119055 119,055
At June 30, 2009 50,116 172,669 50,116 (17,341) 2,511 474,013 732,084

The accompanying notes form an integral part of the financial statements.
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ANNUAL REPORT 2010

CASH FLOW STATEMENTS for the year ended June 30, 2010

Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 124,558 107,352 125,162 111,007
Adjustments for:

Share of results in associates (1,224) 9,116 - -
Depreciation 2,714 2,759 2,607 2,667
Amortisation of computer software 661 441 661 441
Net gain on disposal of property, plant and equipment (5) (51) (5) (51)
Loss on disposal of foreclosed properties - 1 - 1
Amortisation of premiums and accretion of discounts, net (1,025) 34,570 (1,025) 34,570
Provision for impairment losses in

securities available-for-sale, net 470 5,000 470 5,000
Provision for impairment losses in other assets 7,871 - 7,871 -
Write back of losses on loans and advances, net (19,588) (3,162) (19,588) (3,162)
Gross dividends (860) (3,713) (4,973) (3,273)
(Gain)/loss from sale of securities held-for-trading, net (2,061) 7,344 (2,061) 7,344
Gain from sale of securities available-for-sale, net (11,224) (15,315) (11,224) (15,315)
Early redemption gain from securities held-to-maturity, net (429) (138) (429) (138)
Unrealised gain on revaluation of securities

held-for-trading and derivatives - (12,890) - (12,890)
Net gain on waiver of debt by an associate - (8,454) - (8,454)
ESOS compensation expenses - 9 - 9
Transfer to profit equalisation reserve - 561 - 561
Operating profit before working capital changes 99,858 123,430 97,466 118,317
Decrease in deposits and placements with banks

and other financial institutions 2,689 498,808 601 499,558
Decrease in securities portfolio 3,764,406 721,295 3,771,740 736,217
Decrease/(increase) in loans and advances 143,081 (160,213) 143,081 (160,213)
Decrease/(increase) in other assets 130,138 26,772 113,560 (15,844)
Decrease/(increase) in statutory deposits

with Bank Negara Malaysia 10,113 (5,218) 10,113 (5,218)
(Increase)/decrease in deposits and monies held in

trust with financial institutions (183,151) 19,148 (183,151) 19,148
Decrease in deposits from customers (3,862,851) (2,027,419) (3,862,851) (2,027,419)

The accompanying notes form an integral part of the financial statements.
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CASH FLOWS FROM OPERATING ACTIVITIES (CONT’'D)

Increase in deposits and placements of banks
and other financial institutions
Increase/(decrease) in other liabilities

Group
2010 2009
RM’000 RM’000

(232,470) (984,290)
122,374 (49,246)

2010

Bank
2010 2009
RM’000 RM’000

(232,470) (984,290)
129,371 8,386

Cash used in operations
Taxes paid

(5,813)  (1,836,933)
(17,687) (36,667)

(12,540) (1,811,358)
(15,417) (36,667)

Net cash used in operating activities

(23,500) (1,873,600)

(27,957) (1,848,025)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment (3,686) (916) (3,686) (916)
Purchase of computer software (800) (1,171) (800) (1,177)
Proceeds from disposal of property, plant and equipment 5 51 5 51

Net dividends received 816 3,496 4,928 2,775

Additional investment in subsidiary - - (2,355) -
Acquisition of subsidiary (Note 10(a)) - (3,270) - (5,992)
Net cash used in investing activities (3,665) (1,810) (1,908) (5,253)

CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

(458,561) (225,522)

(485,726)  (2,100,932)
626,904 2,727,836

(458,561) (225,522)

(488,426) (2,078,800)
603,770 2,682,570

Cash and cash equivalents at end of year 141,178 626,904 115,344 603,770
Cash and cash equivalents comprise:
Cash and short-term funds (Note 4) 432,824 735,400 406,990 712,266

Less: Monies held in trust (Note 4)

(291,646) (108,496)

(291,646) (108,496)

141,178 626,904

115,344 603,770

The accompanying notes form an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

June 30, 2010

CORPORATE INFORMATION

The Bank is principally engaged in investment banking business including Islamic Banking Scheme (IBS)
operations, provison of stockbroking services and related financial services. The principal activities of the
subsidiaries are the provision of stockbroking services and nominees services.

There were no significant changes in these activities during the financial year other than as disclosed in
Note 30 to the financial statements.

The Bank is a public limited liability company, incorporated and domiciled in Malaysia. The registered office of
the Bank is located at 33rd Floor, Menara Maybank, 100, Jalan Tun Perak, 50050 Kuala Lumpur, Malaysia.

The holding company of the Bank is Malayan Banking Berhad (Maybank), a licensed commercial bank incorporated
in Malaysia and listed on the Main Board of Bursa Malaysia Securities Berhad.

The financial statements were authorised for issue by the Board of Directors in accordance with a resolution of
the directors on August 20, 2010.

BASIS OF PREPARATION

The financial statements of the Group and of the Bank have been prepared under the historical cost convention,
unless otherwise indicated in the accounting policies below, and in accordance with the provisions of the
Companies Act 1965 and Financial Reporting Standards (FRS) in Malaysia, as modified by Bank Negara Malaysia’s
(BNM) Guidelines.

The financial statements incorporate those activities relating to the Islamic Banking Scheme (IBS) which have
been undertaken by the Group and the Bank. IBS refers generally to the acceptance of deposits and granting of
financing under the principles of Shariah.

The financial statements are presented in Ringgit Malaysia (RM) and all values are rounded to the nearest thousand
(RM'000) except when otherwise stated. In the preparation of the financial statements in conformity with FRS,
management has been required to make judgements, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may
differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the financial statements in the period in which the estimates are
revised and in any future periods affects.

In particular, information about significant areas of estimation uncertainty and critical judgments in applying
accounting policies that have the most significant effect on the amount recognised in the financial statements
are described in the following notes:

(i) Fair value estimation for securities held-for-trading (Note 6(i)) and securities available-for-sale (Note 6(ii))
- the fair value of securities that are not traded in an active market are determined using valuation techniques
based on assumptions of market conditions existing at the balance sheet date, including reference
to quoted market prices and independent dealer quotes for similar securities and the discounted cash
flow method.
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BASIS OF PREPARATION (cont’d)

(i) Deferred tax assets (Note 14) - deferred tax assets are recognised for all unutilised tax losses and unabsorbed
capital allowances to the extent that it is probable that taxable profit will be available against which
the tax losses and capital allowances can be utilised. Significant management judgment is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax planning strategies.

SIGNIFICANT ACCOUNTING POLICIES
At the date of authorisation of these financial statements, the following new FRSs and Interpretations, and
amendments to certain Standards and Interpretations were issued but not yet effective and have not been

applied by the Group and the bank, which are:

Effective for financial periods beginning on or after January 1, 2010

FRS 4 : Insurance Contracts

FRS 7 : Financial Instruments: Disclosures

FRS 101 : Presentation of Financial Statements (revised)

FRS 123 : Borrowing Costs

FRS 139 : Financial Instruments: Recognition and Measurement
Amendments to FRS 1 . First-time Adoption of Financial Reporting Standards and

FRS127: Consolidated and Separate Financial Statements: Cost of an Investment
in a Subsidiary, Jointly Controlled Entity or Associate

Amendments to FRS 2 : Share-based Payment - Vesting Conditions and Cancellations

Amendments to FRS 132 : Financial Instruments: Presentation

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

FRS 7 : Financial Instruments: Disclosures and IC Interpretation 9: Reassessment of
Embedded Derivatives

Amendments to FRSs’ Improvements to FRSs (2009)’

IC Interpretation 9 : Reassessment of Embedded Derivatives

IC Interpretation 10 : Interim Financial Reporting and Impairment

IC Interpretation 11 : FRS 2 - Group and Treasury Share Transactions

IC Interpretation 13 : Customer Loyalty Programmes

IC Interpretation 14 : FRS 119 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements
and their Interaction

TRi-3 : Presentation of Financial Statements of Islamic Financial Institutions

SOPi-1 : Financial Reporting from an Islamic Perspective

Effective for financial periods ending on or after December 31,2010
TR-3 : Guidance on Disclosures of Transition to IFRSs
Effective for financial periods beginning on or after March 1, 2010

Amendments to FRS 132 : Financial Instruments: Presentation (Classification of Rights Issues)
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Effective for financial periods beginning on or after July 1, 2010 (cont’d)

FRS 1 : First-time Adoption of Financial Reporting Standards

FRS 3 : Business Combinations (revised)

FRS 127 : Consolidated and Separate Financial Statements (amended)
Amendments to FRS 2 : Share-based Payment

Amendments to FRS 5 : Non-current Assets Held for Sale and Discontinued Operations
Amendments to FRS138 : Intangible Assets

Amendments to IC Interpretation 9 : Reassessment of Embedded Derivatives

IC Interpretation 12 : Service Concession Arrangements

IC Interpretation I5 : Agreements for the Construction of Real Estate

IC Interpretation 16 : Hedges of a Net Investment in a Foreign Operation

IC Interpretation 17 : Distributions of Non-cash Assets to Owners

Effective for financial periods beginning on or after January 1, 2011

(i) Amendments to FRS 1 : Limited Exemption from Comparative FRS 7

(ii) Additional Exemptions for First-time Adopters (Amendments to FRS 1)

(iii) Group Cash-Settled Share-based Payment Transactions (Amendments to FRS 2)
(iv) Amendments to FRS 7: Improving Disclosures about Financial Instruments

(v) TRi-4:Shariah Compliant Sale Contracts

The Group and the Bank plan to adopt the above pronouncements when they become effective in the respective
financial period. Unless otherwise described below, these pronouncements are expected to have no significant
impact to the financial statements of the Group and the Bank upon their initial application:

FRS 101: Presentation of Financial Statements (revised)

The revised FRS 101 separates owner and non-owner changes in equity. Therefore, the consolidated statement
of changes in equity will now include only details of transactions with owners. All non-owner changes in
equity are presented as a single line labelled as total comprehensive income. The Standard also introduces the
statement of comprehensive income: presenting all items of income and expense recognised in the income
statement, together with all other items of recognised income and expense, either in one single statement,
or in two linked statements. The Group is currently evaluating the format to adopt. In addition, a statement
of financial position is required at the beginning of the earliest comparative period following a change
in accounting policy, the correction of an error or the reclassification of items in the financial statements.
This revised FRS does not have any impact on the financial position and results of the Group and the Bank.

FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments: Disclosures and
Amendments to FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments:
Disclosures

The new Standard on FRS 139: Financial Instruments: Recognition and Measurement establishes principles for
recognising and measuring financial assets, financial liabilities and some contracts to buy and sell non-financial
items. Requirements for presenting information about financial instruments are in FRS 132: Financial Instruments:
Presentation and the requirements for disclosing information about financial instruments are in FRS 7: Financial
Instruments: Disclosures.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

FRS 7: Financial Instruments: Disclosures is a new Standard that requires new disclosures in relation to financial
instruments. The Standard is considered to result in increased disclosures, both quantitative and qualitative
of the Group’s and Bank’s exposure to risks, enhanced disclosure regarding components of the Group’s and
Bank'’s financial position and performance, and possible changes to the way of presenting certain items in the
financial statements.

In accordance with the respective transitional provisions, the Group and the Bank are exempted from disclosing
the possible impact to the financial statements upon the initial application.

(a) Subsidiaries and basis of consolidation

(i)

(i)

Subsidiaries

Subsidiaries are entities over which the Group has the ability to control 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.

In the Bank’s separate financial statements, investments in subsidiaries are stated at cost less
impairment losses.

On disposal of such investments, the difference between net disposal proceeds and their carrying
amounts is included in profit or loss.

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Bank and its subsidiaries
as at the balance sheet date. The financial statements of the subsidiaries are prepared for the same
reporting date as the Bank.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains
control, and continue to be consolidated until the date that such control ceases. In preparing the
consolidated financial statements, intragroup balances, transactions and unrealised gains or losses
are eliminated in full. Uniform accounting policies are adopted in the consolidated financial statements
for like transactions and events in similar circumstances.

Acquisitions of subsidiaries are accounted for using the purchase method. The purchase method of
accounting involves allocating the cost of the acquisition to the fair value of the assets acquired and
liabilities and contingent liabilities assumed at the date of acquisition. The cost of an acquisition is
measured as the aggregate of the fair values, at the date of exchange, of the assets given, liabilities
incurred or assumed, and equity instruments issued, plus any costs directly attributable to the
acquisition.

Any excess of the cost of the acquisition over the Group's interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities represents goodwill. Any excess of the Group’s interest in
the net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of
acquisition is recognised immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(ii) Basis of consolidation (cont’d)
Minority interests represent the portion of profit orloss and net assets in subsidiaries not held by the Group.
It is measured at the minorities’ share of the fair value of the subsidiaries’ identifiable assets and liabilities
at the acquisition date and the minorities’ share of changes in the subsidiaries’ equity since then.

(b) 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.

Investments in associates are accounted for in the consolidated financial statements using the equity
method of accounting. Under the equity method, the investment in associate is carried in the consolidated
balance sheet 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 consolidated profit or loss.
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. After
application of the equity method, the Group determines whether it is necessary to recognise any additional
impairment loss with respect to the Group’s net investment in the associate. The associate is equity accounted
for from the date the Group obtains significant influence until the date the Group ceases to have significant
influence over the associate.

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 associate, the
Group does not recognise further losses, unless it has incurred obligations or made payments on behalf of
the associate.

The most recent available audited financial statements of the associates are used by the Group in applying
the equity method. Where 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. Uniform accounting policies are
adopted for like transactions and events in similar circumstances.

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(u).

On disposal of such investments, the difference between net disposal proceeds and their carrying amounts
is included in profit or loss.

Unrealised gains on transactions between the Group and the associates are eliminated to the extent of
the Group's interest in the associates. Unrealised losses are eliminated using the same basis unless costs
cannot be recovered.
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(c)

(d)

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination is their fair values 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 indefinite.
Intangible assets with finite lives are amortised on a straight-line basis over the estimated economic useful
lives and assessed for impairment whenever there is an indication that the intangible asset may be impaired.
The amortisation period and the amortisation method for an intangible asset with a finite useful life are
reviewed at least at each balance sheet date. The policy for the recognition and measurement of impairment
losses is in accordance with Note 3(u).

Intangible assets with indefinite useful lives are not amortised but tested for impairment annually or more
frequently if the events or changes in circumstances indicate that the carrying value may be impaired either
individually or at the cash-generating unit level. The useful life of an intangible asset with an indefinite life is
also reviewed annually to determine whether the useful life assessment continues to be supportable.

Intangible assets are amortised over their finite useful lives at the following annual rate:
Computer software 25%

Securities portfolio
The holdings of securities portfolio of the Group and of the Bank are recognised based on the following
categories and valuation methods:

(i) Securities held-for-trading
Securities are classified as held-for-trading if they are acquired principally for the purpose of benefiting
from actual or expected short-term price movement or to lock in arbitrage profits. Securities held-
for-trading are stated at fair value and any gain or loss arising from a change in their fair values and
derecognition of securities held-for-trading are recognised in the income statement.

(ii) Securities held-to-maturity
Securities held-to-maturity are financial assets with fixed or determinable payments and fixed maturity
that the Group and the Bank have the positive intent and ability to hold to maturity.

Securities held-to-maturity are measured at accreted/amortised cost based on the effective yield
method. Amortisation of premium, accretion of discount and impairment as well as gain or loss arising
from derecognition of securities held-to maturity are recognised in the income statement.

(iii) Securities available-for-sale

Securities available-for-sale are financial assets that are not classified as held-for-trading or held-to-
maturity. The securities available-for-sale are measured at fair value, or at cost (less impairment losses)
if the fair value cannot be reliably measured. The return and cost of the securities available-for-sale are
credited and charged to the income statement using the accreted/amortised cost based on the effective
yield method. Any gain or loss arising from a change in fair value after applying the accreted/amortised
cost method are recognised directly in equity through the statement of changes in equity, until the
financial asset is sold, collected, disposed of or impaired, at which time the cumulative gain or loss
previously recognised in equity will be transferred to the income statement.

89



90

3.

MAYBANK INVESTMENT BANK I ANNUAL REPORT 2010

NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(e) Allowance for bad and doubtful debts

(f)

Loans and advances are stated at cost less any allowance for bad and doubtful debts.

Specific allowances are made for doubtful debts which have been individually reviewed and specifically
identified as bad and doubtful. Additional allowances are made for long outstanding non-performing loans
over five years.

Plant and machinery that are pledged to the Bank, are assigned values based on their estimated realisable
value as supported by professional valuations for the purpose of making specific allowance.

In addition, a general allowance based on a certain percentage of total risk-weighted assets for credit market
& operational, which takes into account all balance sheet items and their perceived credit and market risks
levels, are maintained.

The allowance for doubtful debts and financing of the Bank are computed based on the requirements of
BNM/GP3, which is in consistent with the adoption made in the previous audited financial statements.

Amount due from brokers and clients

Amount due from brokers and clients are carried at anticipated realisable values. Bad debts are written off
when identified. Specific allowance for doubtful debts are made for amounts due from brokers and clients
which have been classified as non-performing, net of interest-in-suspense and after taking into consideration
collaterals held by the Bank. General allowance is made based on a percentage of amount due from brokers
and clients (excluding outstanding purchase contracts) net of interest-in-suspense and specific allowance
already made.

Interest is suspended and credited to the interest-in-suspense when an account is classified non-
performing.

Client’s accounts are classified as non-performing(doubtful or bad) under the following circumstances:

Types of accounts Criteria for classification as non-performing
Doubtful Bad

Contra losses When the account remains When the account remains
outstanding for 16 to 30 calendar outstanding for more than 30
days from the date of calendar days from the date of
contra transactions. contra transactions.

Overdue purchase contract When the account remains When the account remains
outstanding from T+5 market outstanding for more than 30
days to 30 calendar days. calendar days.

When the value of the collateral
has fallen below 130% of the
outstanding balance.

Margin accounts -

Upon the classification of an account as performing and non-performing, the allowance for doubtful debts
and suspension of interest are made in accordance with the Rules of Bursa Malaysia Securities Berhad.
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(9)

(h)

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 balance sheet
date.

Property, plant and equipment and depreciation

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

Subsequent to initial recognition, property, plant and equipment are stated at cost less accumulated
depreciation and any accumulated impairment losses. The policy for the recognition and measurement of
impairment losses is in accordance with Note 3(u).

Depreciation is provided for on a straight-line basis to write off the cost of each asset to its residual value over its
estimated useful life, at the following annual rates:

Freehold and leasehold land and buildings 2%
Office equipment, furniture and fittings 20%
Data processing equipment 25%
Office renovation 20%
Motor vehicles 25%

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

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.

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 commitment to resell the securities is reflected as an asset
on the balance sheet.

Conversely, obligations on securities sold under repurchase agreements are securities which the Group and
the Bank had sold from these portfolio, with a commitment to repurchase at future dates. Such financing
transactions and corresponding obligations to purchase the securities are reflected as a liability on the
balance sheet.
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June 30, 2010

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

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 balance sheet date and adjusted to reflect the current best estimate. Where
the effect of the time value of money is material, the amount of a provision is the present value of the
expenditure expected to be required to settle the obligation.

Liabilities

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

Profit equalisation reserve (PER) on IBS operations

PER is the amount provided in order to maintain a certain level of return for deposits in conformity
with Bank Negara Malaysia's “The Framework of the Rate of Return” The PER is deducted at a maximum
amount of 15% of the total gross income and is maintained up to the maximum of 30% of the total Islamic
banking capital fund.

(m) Income tax

Income tax on the profit or loss for the financial year comprises current and deferred tax. Current tax is
the expected amount of income taxes payable in respect of the taxable profit for the financial year and is
measured using the tax rates that have been enacted at the balance sheet 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 profits
will be available against which the deductible temporary differences, unused tax losses and unused tax
credits can be utilised. Deferred tax is not recognised if the temporary differences 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 or taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset is realised
or the liability is settled, based on tax rates that have been enacted or substantively enacted at the balance
sheet date. Deferred tax is recognised as income or an expense and included in the profit or loss 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.
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(n) Income recognition

(o)

(p)

0]

(i)

(iii)

(iv)

Interest income is recognised on an accrual basis. Interest income includes the amortisation of premium
or accretion of discount. Interest income on securities are recognised on an effective yield basis.

Interest income on bank overdrafts, term loans and housing loans is accounted for on a straight-line
basis by reference to the rest periods as stipulated in the loan agreements.

Where an account has turned non-performing, interest accrued previously but which has not been
received is reversed out of income, and set off against the accrued interest receivable in the balance
sheet with retroactive adjustment made to the date of first default. Thereafter, interest on these
accounts are recognised on a cash basis until such time as the accounts are no longer classified as
non-performing. Customers’ accounts are deemed to be non-performing where repayments are in
arrears for more than three months.

Income from the IBS operations is recognised on an accrual basis in compliance with Bank Negara
Malaysia’s guidelines and the principles of Shariah.

Fee and other income recognition

(i)

(i)

(iii)

(iv)

(v)

(vi)

Agency, loan arrangement, management and participation fees as well as factoring underwriting
commissions are recognised as income based on contractual arrangements.

Guarantee fee is recognised as income over the period of the guarantee. 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 from securities held-for-trading, available-for-sale and held-to-maturity are
recognised when received.

Dividend income from subsidiaries and associates are recognised when the shareholders’ right to
receive payment is established.

Brokerage income is recognised upon execution of trade contracts.

Fees received from capital market activities are recognised when the Bank’s right to receive payment is
established.

Interest, financing and related expense recognition
Interest expense and attributable profit (on activities relating to IBS operations) on deposits and
borrowings of the Group and the Bank are expensed as incurred.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(q) Employee Benefits
(i) 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.

(ii) Defined contribution plan

As required by law, the Bank and its Malaysian subsidiaries make contributions to the Employees
Provident Fund (EPF). Such contributions are recognised as an expense in the income statement when

incurred.

(r) Foreign currencies
(i) 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.

(ii) Foreign currency transactions

In preparing the financial statements of the individual entities, transactions in currencies other than
the entity’s functional currency (foreign currencies) are recorded in the functional currency using the
exchange rates prevailing at the dates of the transactions. At each balance sheet date, monetary items
denominated in foreign currencies are translated at the rates prevailing on the balance sheet date.
Non-monetary items carried at fair value that are denominated in foreign currencies are translated
at the rates prevailing on the date when the fair value was determined. Non-monetary items that are

measured in terms of historical cost in a foreign currency are not translated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary
items, are included in profit or loss for the year except for exchange differences arising on monetary
items that form part of the Group’s net investment in foreign operations. Exchange differences arising on
monetary items that form part of the Group’s net investment in foreign operations, where that monetary
item is denominated in either the functional currency of the reporting entity or the foreign operation,
are initially taken directly to the foreign currency translation reserve within equity until the disposal of
the foreign operations, at which time they are recognised in profit or loss. Exchange differences arising
on monetary items that form part of the Group’s net investment in a foreign operation, where that
monetary item is denominated in a currency other than the functional currency of either the reporting
entity or the foreign operation, are recognised in profit or loss for the period. Exchange differences
arising on monetary items that form part of the Bank’s net investment in foreign operations, regardless
of the currency of the monetary item, are recognised in profit or loss in the Bank’s financial statements or

the individual financial statements of the foreign operation, as appropriate.
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(r) Foreign currencies (cont’d)

(ii)

Foreign currency transactions (cont’d)

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

(iii) 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 for each balance sheet presented are translated at the closing rate prevailing at
the balance sheet 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

- All resulting exchange differences are taken to the foreign currency translation reserve within equity.

Goodwill and fair value adjustments arising on the acquisition of foreign operations on or after
January 1, 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 balance sheet
date. Goodwill and fair value adjustments which arose on the acquisition of foreign subsidiaries
before January 1, 2006 are deemed to be assets and liabilities of the Bank and are recorded in RM at the
rates prevailing at the date of acquisition.

(s) Derivative financial instruments and hedge accounting
Interest rate swaps are deemed derivatives.

Derivative financial instruments are measured at fair value and are carried as assets when the fair value is
positive and as liabilities when the fair value is negative. Any gain or loss arising from a change in the fair
value of the derivatives is recognised in the income statement unless they are part of a hedging relationship
which qualifies for hedge accounting.

(i)

(ii)

Fair 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.

Cash flow hedge

Gains and losses on the hedging instrument, to the extent that the hedge is effective, are deferred in
a separate component of equity. The ineffective part of any gain or loss is recognised in the income
statement. The deferred gains and losses are released to the income statement in the periods when the
hedged items affect the income statement.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(t) 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.

(u) Impairment of assets

The carrying amounts of assets, except for deferred tax assets and financial assets (other than securities
held-to-maturity and securities available-for-sale) are reviewed at each balance sheet date to determine
whether there are any indications of impairment. If any such indications exist, the asset’s recoverable
amount is estimated to determine the amount of impairment loss. The policies on impairment of assets are

summarised as follows:

(i) Securities held-to-maturity

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 was recognised, to the extent that the securities’ carrying
amount does not exceed its amortised cost if no impairment had been recognised. The reversal is

recognised in the income statement.

For 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.

(ii) Securities available-for-sale

For securities available-for-sale in which there are objective evidence of impairment, the cumulative
impairment loss that had been recognised directly in equity shall be transferred from equity to
the income statement, even though the securities have not been derecognised. The cumulative
impairment loss is measured as the difference between the acquisition cost (net of any principal
repayment and amortisation) and the current fair value, less any impairment loss previously recognised

in the income statement.

Impairment losses on investments in equity instruments classified as available-for-sale recognised
are not reversed subsequent to its recognition. Reversals of impairment losses on debt instruments
classified as available-for-sale are recognised in the income statement if the increase in fair value can
be objectively related to an event occurring after the recognition of the impairment loss in the income

statement.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)
(u) Impairment of assets (cont’d)
(iii) Other assets
Other assets such as property, plant and equipment, computer software and investments in subsidiaries
and associates are reviewed for objective indications of impairment at each balance sheet date or
whenever there is any indication that these assets may be impaired. Where such indications exist,
impairment loss is determined as the excess of the asset’s carrying value over its recoverable amount
(greater of value in use or fair value less costs to sell) and is recognised in the income statement.
The carrying amount is increased to its revised recoverable amount, provided that the amount does
not exceed the carrying amount that would have been determined (net of amortisation or depreciation)
had no impairment loss been recognised for the asset in prior years.
(v) Equity instruments
Ordinary shares are classified as equity. Dividends on ordinary shares are recognised in equity in the period
in which they are declared.
(w) Financial instruments
Financial instruments are recognised in the balance sheet when the Group and the Bank have become a party
to the contractual provisions of the instruments. The accounting policies on recognition and measurement
of these items are disclosed in their respective accounting policies.
Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual
arrangements. Interest, dividends and gains and losses relating to a financial instrument classified as
a liability, are reported as expense or income. Distributions to holders of financial instruments are offset
when the Group and the Bank have a legally enforceable right to offset and intend to settle either on a net
basis or to realise the asset and settle the liability simultaneously.
4. CASH AND SHORT-TERM FUNDS
Group Bank
2010 2009 2010 2009
RM’'000 RM’'000 RM’'000 RM’000
Cash and bank balances with licensed commercial
banks and other licensed financial institutions 315,330 34,336 312,650 24,383
Deposit placements maturing within one month 117,494 701,064 94,340 687,883
432,824 735,400 406,990 712,266

Included in cash and short-term funds of the Group and of the Bank are monies held in trust of RM291,646,000
(2009: RM108,496,000) in respect of the stockbroking business.
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

5. DEPOSITS AND PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS
Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Licensed banks 12,052 14,741 8,733 9,334
Included in deposits and placements of the Group and of the Bank are monies held in trust of RM8,733,000
(2009: RM9,334,000) in respect of the stockbroking business.
6. SECURITIES PORTFOLIO
Group Bank
Note 2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Securities held-for-trading (i) - 396,440 - 396,440
Securities available-for-sale (ii) 111,274 2,710,934 65,945 2,662,599
Securities held-to-maturity (iii) 33 733,716 33 733,716
Total securities portfolio 111,307 3,841,090 65,978 3,792,755

(i) Securities held-for-trading
Group and Bank
2010 2009
RM’000 RM’'000

At fair value
Unquoted Securities:
Private and Islamic Debt Securities - 396,440

Total securities held-for-trading - 396,440




MAYBANK INVESTMENT BANK I ANNUAL REPORT 2010

6. SECURITIES PORTFOLIO (cont’d)

(ii) Securities available-for-sale

Group Bank
2010 2009 2010 2009
RM’000 RM’'000 RM’000 RM’'000
At fair value
Money Market Instruments:
Malaysian Government Securities - 420,261 - 420,261
Cagamas Bonds - 106,876 - 106,876
Malaysian Government Investment Certificates - 222,973 - 222,973
Bankers' Acceptances and Islamic Accepted Deposits - 36,040 - 36,040
Khazanah Bonds - 84,244 - 84,244
- 870,394 - 870,394
Quoted Securities:
Shares, Warrants, Unit Trusts and Loan Stocks
in Malaysia 12,614 31,641 12,614 31,611
Shares, Warrants, Unit Trusts and Loan Stocks
outside Malaysia 43,129 46,105 - -
55,743 77,746 12,614 31,611
Unquoted Securities:
Shares, Unit Trusts and Loan Stocks in Malaysia 44,338 44,810 42,138 42,610
Shares, Unit Trusts and Loan Stocks
outside Malaysia 6,197 15,694 6,197 15,694
Private and Islamic Debt Securities in Malaysia 4,996 1,702,290 4,996 1,702,290
55,531 1,762,794 53,331 1,760,594

Total securities available-for-sale 111,274 2,710,934 65,945 2,662,599
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

6. SECURITIES PORTFOLIO (cont’d)

(iii) Securities held-to-maturity
Group and Bank
2010 2009
RM’000 RM’000

At amortised cost
Money Market Instruments:

Malaysian Government Securities - 230,435
Cagamas Bonds 33 11,720
Malaysian Government Investment Issues - 101,970

33 344,125

Unquoted Securities:
Private and Islamic Debt Securities in Malaysia - 389,591

Total securities held-to-maturity 33 733,716

Indicative value of unquoted securities held-to-maturity

In Malaysia:
Private and Islamic Debt Securities in Malaysia - 392,841

(iv) Other disclosures

(i) The maturity structure of money market instruments available-for-sale and held-to-maturity are as

follows:
Group and Bank
2010 2009
RM’000 RM’000
Maturing within one year - 125,416
One year to three years - 80,940
Three years to five years - 502,501
After five years - 505,662

1,214,519
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7. LOANS AND ADVANCES
Group and Bank
2010 2009
RM’000 RM’000
Term loans
- Syndicated term loan 6,209 6,209
- Other term loan 31,013 121,054
Amount due from brokers and clients
- Margin accounts (note a) 101,299 197,310
Foreign Currency Loans 1,553 -
Staff loans 14,499 17,443
Gross loans and advances 154,573 342,016
Less: Allowance for bad and doubtful debts
- General (18,685) (39,514)
- Specific (7,846) (50,967)
Net loans and advances 128,042 251,535

(@) Amount due from brokers and clients relates to outstanding purchase contracts entered into on behalf of

clients, contra gains and losses, clients’ trust monies, other fees and charges.

The trade credit terms for margin brokers and clients are assessed and approved on a case-by-case basis.

(b) Included in amount due from brokers and clients are gross balances of non-performing accounts as follows:

Group and Bank

2010 2009
RM’000 RM’'000
Classified as bad 1,504 81,214

(i) Loans and advances analysed by type of customer are as follows:

Group and Bank

2010 2009

RM’000 RM’000

Domestic business enterprises 59,046 214,843
Individuals 93,974 18,380
Other domestic entities - 108,789
Foreign entities 1,553 4
154,573 342,016
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LOANS AND ADVANCES (cont’d)

June 30, 2010

Loans and advances analysed by interest/profit rate sensitivity are as follows:

Group and Bank

2010 2009
RM’000 RM’000
Fixed rate

- Housing loans 11,873 13,949
- Hire purchase receivables 2,587 3,444
- Other fixed rate loans 39 50

Variable rate
- BLR-plus 38,776 127,263
- Cost-plus 101,298 197,310
154,573 342,016

(iii)

Loans and advances analysed by economic purpose are as follows:

Group and Bank

2010 2009

RM’000 RM’000

Purchase of securities 131,298 221,427
Purchase of transport vehicles 2,743 3,600
Purchase of residential landed property 12,730 50,729
Personal use 32 35
Consumer durables 8 16
Working capital 7,762 66,209
154,573 342,016

(iv)

The maturity structure of loans and advances are as follows:

Group and Bank

2010 2009

RM’000 RM’000

Maturing within one year 139,131 323,712
One year to three years 1,367 830
Three years to five years 1,115 2,832
After five years 12,960 14,642
154,573 342,016
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7. LOANS AND ADVANCES (cont’d)

(v)

Movement in the non-performing loans and advances are as follows:

2010

Group and Bank

2010 2009
RM’000 RM’'000
Gross balance at July 1, 2009/2008 57,201 54,613
Non-performing during the year 14,333 8,201
Recovered/regularised during the year (16,766) (5,601)
Amount written off (45,035) (12)
Exchange differences 51 -
Gross balance at June 30 9,784 57,201
Less:
Specific allowance (7,846) (50,967)
Net balance at June 30 1,938 6,234
Net non-performing loans as % of gross loans and
advances less specific allowance 1.32% 2.14%

(vi)

Non-performing loans and advances analysed by economic purpose are as follows:

Group and Bank

2010 2009

RM’000 RM’000

Purchase of securities 1,316 50,014
Purchase of residential landed property 550 580
Others 7,918 6,607
9,784 57,201

(vii) Movements in the allowance for bad and doubtful debts are as follows:

Group and Bank

2010 2009
RM’000 RM’000
Specific allowance:
Balance at July 1,2009/2008 50,967 49,274
Allowance made during the year 3,100 4,331
Amount written back in respect of recoveries (3,774) (2,629)
Amount written off (42,447) 9)
Balance at June 30 7,846 50,967
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

7. LOANS AND ADVANCES (cont’d)

(vii) Movements in the allowance for bad and doubtful debts are as follows (cont'd):
Group and Bank
2010 2009
RM’000 RM’000

General allowance:

Balance at July 1,2009/2008 39,514 41,114
Allowance made during the year 1,018 15,276
Amount written back (21,791) (16,876)
Exchange differences (56) -
Balance at June 30 18,685 39,514
As a % of gross loans and advances less specific allowance 12.73% 13.58%
2010 2009

As a % of total risk-weighted assets, excluding deferred tax assets % %
- Group 1.77 1.59

- Bank 1.98 1.63

8. OTHER ASSETS

Group Bank

2010 2009 2010 2009

RM’000 RM’000 RM’000 RM’'000

Tax recoverable 18,444 72,636 18,444 72,636

Interest/Income receivables 3,704 33,525 50 33,343
Amount due from brokers and clients

- Non-margin accounts (Note a) 146,372 198,520 146,372 198,520

Other debtors, deposits and prepayment 15,635 21,475 18,675 17,449

184,155 326,156 183,541 321,948

Less: Allowance for doubtful debts (7,425) (8,393) (6,394) (7,229)

176,730 317,763 177,147 314,719

(@) Amount due from brokers and clients relates to oustanding purchase contracts entered into on behalf of clients,
contra gain and losses, clients’ trust monies, other fees and charges.

The normal trade credit terms for non-margin brokers and clients is 3 market days in accordance with the Bursa
Malaysia’s Fixed Delivery and Settlement System (FDSS) trading rules.
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Unquoted shares, at cost

8. OTHER ASSETS (cont’d)
Included in amount due from brokers and clients are gross balances of non-performing accounts as follows:
Group and Bank
2010 2009
RM’000 RM’000
Classified as doubtful 63 73
Classified as bad 1,888 3,006
1,951 3,079
(b) The movement of allowance for bad and doubtful debts is as follows:
Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
At July 1,2009/2008 8,393 7,184 7,229 7,184
Bad debts in a newly acquired subsidiary - 1,164 - -
Amount written back, net 823 2,087 956 2,087
Bad debts written off (1,785) (2,032) (1,785) (2,032)
Bad debts recovered (6) (10) (6) (10)
At June 30 7,425 8,393 6,394 7,229
9. 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 a set percentage of total eligible liabilities.
10. INVESTMENT IN SUBSIDIARIES

Group and Bank

2010 2009
RM’000 RM’000
233,279 230,924
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10. INVESTMENT IN SUBSIDIARIES (cont’d)

Details of the subsidiaries are as follows:

NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

Country of Proportion of Principal

Name of Subsidiaries Incorporation Ownership Interest (%) Activities
2010 2009
Held by the Bank:
BinaFikir Sdn. Bhd. Malaysia 100 100 Advisory Services
Aseam Malaysia Nominees (Tempatan) Sdn. Bhd.  Malaysia 100 100 Nominee Services
Aseam Malaysia Nominees (Asing) Sdn. Bhd. Malaysia 100 100 Nominee Services
Mayban Securities Nominees Malaysia 100 100 Nominee Services
(Tempatan) Sdn. Bhd.
Mayban Securities Nominees (Asing) Sdn. Bhd. Malaysia 100 100 Nominee Services
Maysec Sdn. Bhd. Malaysia 100 100 Investment Holding
Held through Maysec Sdn. Bhd.:
Maysec (KL) Sdn. Bhd. Malaysia 100 100 Dormant
Mayban Futures Sdn. Bhd. Malaysia 100 100 Dormant
Maysec (Ipoh) Sdn. Bhd. Malaysia 100 100 Dormant
Mayban Securities (Jersey) Ltd.# United 100 100 Investment Holding
Kingdom

Held through Mayban Securities (Jersey) Ltd.:
Mayban Securities (HK) Ltd.* Hong Kong 100 100 Dormant
Phileo Allied Securities (Philippines) Inc.* Philippines 100 100 Dormant
Budaya Tegas Sdn. Bhd. Malaysia 100 100 Investment Holding

*  Audited by firms affiliated with Ernst & Young
# Audited by a firm of auditors other than Ernst & Young

Acquisition of a subsidiary during the year ended June 30, 2009

As disclosed in prior year’s financial statements, the Bank had on November 11, 2008 acquired the entire issued
and paid up capital of BinaFikir Sdn Bhd for a provisional cash consideration of RM3,637,000 with the final
purchase consideration be determined based on the Share Sale Agreement dated August 27, 2008.
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10. INVESTMENT IN SUBSIDIARIES (cont'd)
Acquisition of a subsidiary during the year ended June 30, 2009 (cont'd)

The final consideration was determined to be RM5,992,000 during the current financial year. This was due to
the identification of client mandates with a fair value of RM4,873,000 during the purchase price allocation process.
The comparatives have been restated to reflect this adjustment. The adjustment resulted in a reduction of the
goodwill of RM2,518,000 to RM Nil and no impact to the income statement of the Group.

The fair values of the assets acquired and liabilities assumed of BinaFikir Sdn. Bhd. on acquisition date of
November 11, 2008, were as follows:

Fair Value

Recognised
on Previous
Acquisition Carrying
(Restated) Value

RM’000 RM’000

Assets

Cash and short-term funds 2,722 2,722
Trade and other receivables 944 944
Mandates 4,873 -
Property, plant and equipment 268 268
Total assets 8,807 3,934
Liabilities

Other payables and accruals 2,773 2,773
Provision for taxation 42 42
Total liabilities 2,815 2,815
Fair value of net assets acquired / cost of acquisition 5,992

The cash outflow on acquisition is as follows:

Purchase consideration satisfied by cash 5,992
Cash and cash equivalents of the subsidiary acquired (2,722)
Net cash outflow of the Group. 3,270
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

11. INVESTMENT IN ASSOCIATES

Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Unquoted shares, at cost 4,200 4,200 4,200 4,200
Share of post-acquisition reserves 5,744 4,812 - -
9,944 9,012 4,200 4,200
Represented by the Group’s share of:
Net tangible assets 9,944 9,012 4,200 -
Details of the associates are as follows:
Country of Proportion of Principal
Name of Subsidiaries Incorporation Ownership Interest (%) Activities
2010 2009
Maydis Berhad Malaysia 30.1 30.1 Dormant
Mayban Ventures Sdn. Bhd. Malaysia 30.0 30.0 Venture capital services
Baiduri Securities Sdn. Bhd. Brunei 39.0 39.0 Dormant

The financial statements of the above associates are coterminous with those of the Group except for
Baiduri Securities Sdn. Bhd. which has a financial year end of December 31. The Group has discontinued the
share of losses of Baiduri Securities Sdn. Bhd. because the share of losses of this associate has exceeded the
Group's interest in the associate. The Group’s unrecognised share of losses of this associate for the current year
was Nil (2009: RM Nil) and the share of accumulated losses is also Nil (2009: RM4,459,000).

The summarised financial information of the associates are as follows:

2010 2009
RM’000 RM’000

Assets and liabilities

Current assets 51,502 44,094
Non-current assets 17,122 18,262
Total assets 68,624 62,356
Current liabilities 33,978 34,226
Total liabilities 33,978 34,226
Results

Revenue 7,467 9,918
Profit for the year 3,222 5,565
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12. PROPERTY, PLANT AND EQUIPMENT

Office

Freehold Leasehold Equipment Data

Landand Landand  Furniture Processing Office Motor

Buildings  Buildings and Fittings Equipment Renovation Vehicles Total
Group 2010 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Cost
At July 1, 2009 657 1,657 21,202 20,498 13,527 1,063 58,604
Additions - - 456 3,120 110 - 3,686
Disposals - - (24) (780) - - (804)
Exchange differences - (25) - - - - (25)
At June 30,2010 657 1,632 21,634 22,838 13,637 1,063 61,461
Accumulated Depreciation
At July 1, 2009 165 761 17,521 19,669 11,395 661 50,172
Charge for the year 13 37 1,193 496 787 188 2,714
Disposals - - (24) (780) - - (804)
Exchange differences - (18) - - - - (18)
At June 30,2010 178 780 18,690 19,385 12,182 849 52,064
Net Carrying Amount
At June 30,2010 479 852 2,944 3,453 1,455 214 9,397
Group 2009
Cost
At July 1, 2008 657 1,636 20,773 20,366 12,669 1,244 57,345
Acquisition of a subsidiary - - 112 122 406 - 640
Additions - - 389 75 452 - 916
Disposals - - (72) (65) - (181) (318)
Exchange differences - 21 - - - - 21
At June 30, 2009 657 1,657 21,202 20,498 13,527 1,063 58,604
Accumulated Depreciation
AtJuly 1, 2008 152 705 16,302 19,281 10,233 653 47,326
Acquisition of a subsidiary - - 88 88 196 - 372
Charge for the year 13 23 1,203 365 966 189 2,759
Disposals - - (72) (65) - (181) (318)
Exchange differences - 33 - - - - 33
At June 30, 2009 165 761 17,521 19,669 11,395 661 50,172
Net Carrying Amount
At June 30, 2009 492 896 3,681 829 2,132 402 8,432
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

12. PROPERTY, PLANT AND EQUIPMENT (cont’d)

Office

Freehold Leasehold Equipment Data

Landand Landand  Furniture Processing Office Motor

Buildings  Buildings and Fittings Equipment Renovation Vehicles Total
Bank 2010 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Cost
At July 1, 2009 657 1,164 20,929 20,375 13,121 1,063 57,309
Additions - - 456 3,120 110 - 3,686
Disposals - - (24) (780) - - (804)
At June 30, 2010 657 1,164 21,361 22,715 13,231 1,063 60,191
Accumulated Depreciation
At July 1,2009 165 440 17,250 19,562 11,147 661 49,225
Charge for the year 13 23 1,190 484 709 188 2,607
Disposals - - (24) (780) - - (804)
At June 30,2010 178 463 18,416 19,266 11,856 849 51,028
Net Carrying Amount
At June 30,2010 479 701 2,945 3,449 1,375 214 9,163
Bank 2009
Cost
At July 1,2008 657 1,164 20,612 20,366 12,669 1,244 56,712
Additions - - 389 75 452 - 916
Disposals - - (72) (66) - (181) (319)
At June 30, 2009 657 1,164 20,929 20,375 13,121 1,063 57,309
Accumulated Depreciation
At July 1,2008 152 417 16,141 19,281 10,233 653 46,877
Charge for the year 13 23 1,181 347 914 189 2,667
Disposals - - (72) (66) - (181) (319)
At June 30, 2009 165 440 17,250 19,562 11,147 661 49,225
Net Carrying Amount
At June 30, 2009 492 724 3,679 813 1,974 402 8,084
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13. INTANGIBLE ASSETS
Group Bank
2010 2009 2010 2009

RM’000 RM’000 RM’000 RM’000
Computer software
At cost:
At July 1,2009/2008 25,237 24,066 25,237 24,066
Additions 800 1,171 800 1,171
At June 30 26,037 25,237 26,037 25,237
Accumulated amortisation:
At July 1,2009/2008 23,553 23,112 23,553 23,112
Charge for the year 661 441 661 441
At June 30 24,214 23,553 24,214 23,553
Net carrying amount:
Computer software 1,823 1,684 1,823 1,684

14. DEFERRED TAX ASSETS
Group Bank
2010 2009 2010 2009

RM’000 RM’000 RM’000 RM’000
At July 1,2009/2008 24,271 39,347 24,417 39,924
Recognised in income statement (Note 26) (1,766) (1,045) (1,766) (1,045)
Recognised in equity (8,126) (14,031) (7,706) (14,462)
At June 30 14,379 24,271 14,945 24,417
Presented after appropriate offsetting as follows:
Deferred tax assets 14,945 24,417 14,945 24,417
Deferred tax liabilities (566) (146) - -
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

14. DEFERRED TAX ASSETS (cont’'d)

The components and movements of deferred tax assets and liabilities during the financial year prior to
offsetting are as follows:

Deferred tax assets of the Group and of the Bank

Loan Loss Provision Other
and for Temporary
Provision Liabilities Differences Total
RM’000 RM’000 RM’000 RM’000
At July 1,2009 9,879 9,306 5,780 24,965
Recognised in income statement (5,207) 3,778 - (1,429)
Recognised in equity - - (7,706) (7,706)
At June 30,2010 4,672 13,084 (1,926) 15,830
At July 1,2008 10,278 10,058 20,242 40,578

Recognised in income statement (399) (752) - (1,151)
Recognised in equity - - (14,462) (14,462)

At June 30, 2009 9,879 9,306 5,780 24,965

Deferred tax liabilities of the Group
Other Accelerated

Temporary Capital
Differences  Allowance Total
RM’'000 RM’000 RM’'000
At 1July 2009 (146) (548) (694)
Recognised in income statement - (337) (337)
Recognised in equity (420) - (420)
At June 30, 2010 (566) (885) (1,451)
At July 1, 2008 (577) (654) (1,231)
Recognised in income statement - 106 106
Recognised in equity 431 - 431
At June 30, 2009 (146) (548) (694)

Deferred tax liabilities of the Bank
Accelerated

Capital

Allowance

RM’000

At July 1, 2009 (548)
Recognised in income statement (337)
Recognised in equity -
At June 30,2010 (885)
At July 1, 2008 (654)
Recognised in income statement 106
Recognised in equity -
At June 30, 2009 (548)
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DEFERRED TAX ASSETS (cont’d)

As part of the Bank’s rationalisation process in transforming itself into an investment bank in December
2006, the Bank was allowed to account for a tax credit equal to 27% of the unabsorbed business tax losses of
Maysec (KL) Sdn. Bhd. prior to the rationalisation exercise, amounting to approximately RM53.65 milion as tax
credits, subject to the approval from the Inland Revenue Board (IRB). As at the end of the financial year, the
approval from IRB has yet to be obtained. As such, these tax credits have not been recognised as deferred
tax assets in the current year’s financial statements.

DEPOSITS FROM CUSTOMERS
Group and Bank
2010 2009
RM’000 RM’000

(i) By type of deposits
Fixed and investment deposits - 3,862,851

(ii) By maturity structure of deposits
Due within six months - 3,839,226
More than six months to one year - 23,625
More than one year to three years - -

- 3,862,851

(iii) By type of customer
Government and statutory bodies - -
Business enterprises - 2,208,425
Others - 1,654,426
- 3,862,851

16.

DEPOSITS AND PLACEMENTS OF BANKS AND OTHER FINANCIAL INSTITUTIONS

Group and Bank
2010 2009
RM’000 RM’000

Licensed banks in Malaysia - 232,470
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

17. OTHER LIABILITIES
Group Bank

2010 2009 2010 2009

RM’000 RM’000 RM’000 RM’000

Interest/profit payable - 13,814 - 13,814
Provisions and accruals (Note a) 23,625 41,566 50,083 47,707
Amount due to brokers and clients (Note b) 194,286 267,087 193,079 267,086
Deposits and other creditors 273,567 38,215 418,073 200,508
Profit equalisation reserve (IBS operations) - 683 - 683
Zakat payable - 85 - -
Provisions for taxation 163 - - -
Provisions for taxation (IBS operations) 739 2,955 739 2,933
492,380 364,405 661,974 532,731

18.

(@) Included in provision and accruals is a provision for liabilities amounting to RM8.3 miillion relating to a legal
case.

(b) Amount due to brokers and clients represents net amount payable to margin and non-margin clients, which
include outstanding sales contracts entered into on behalf of clients, contra gains and losses, clients’ trust
monies and other fees and charges.

The trade credit term for trade contract payables for non-margin clients and brokers is 3 market days according
to the Bursa Malaysia’s Fixed Delivery and Settlement System (FDSS) trading rules.

SHARE CAPITAL
Group and Bank
Number of Ordinary

Shares of RM1 Each Amount

2010 2009 2010 2009

RM’000 RM’000 RM’000 RM’000

Authorised 600,000 600,000 600,000 600,000
Issued and fully paid 50,116 50,116 50,116 50,116

19.

RETAINED EARNINGS

Prior to the year of assessment 2008, Malaysian companies adopted the full imputation system. In accordance
with the Finance Act 2007 which was gazetted on December 28, 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 December 31, 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 December 31, 2007 in accordance with Section 39 of the Finance Act 2007.
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RETAINED EARNINGS (cont’d)

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 June 30, 2010 and 2009
to distribute cash dividend payments to ordinary shareholdings as defined under the Finance Act 2007.
As at June 30, 2010 and 2009, the Bank has sufficient credit in the Section 108 balance to pay franked
dividends out of its entire retained earnings.

EQUITY CONTRIBUTION FROM PARENT

Equity contribution from parent represents the cumulative fair value of equity-settled share-based
compensation plan for the employees of the Group and of the Bank, the Malayan Banking Berhad Group
Employee Share Options Scheme (ESOS).

The terms of the current ESOS includes provision for the participation of non-executive directors. The maximum
number of ordinary shares of RM1 each in Malayan Banking Berhad available under the ESOS should not
exceed 15% of the total number of issued and paid-up capital of Malayan Banking Berhad at any point of time
during the duration of the scheme. Other principal features of the ESOS are as follows:

(@) The employees eligible to participate in the ESOS must be employed and on the payroll of Malayan Banking
Berhad and its subsidiaries for a continuous period of at least twenty four (24) months;

(b) The non-executive directors eligble to participate in the ESOS must have been a Non-Executive Director
of the Malayan Banking Berhad Group for a continuous period of at least twenty four (24) months;

(c) The entitlement under ESOS for the Executive Directors and Non-Executive Directors, including any
persons connected to the directors is subject to the approval of the shareholders of Malayan Banking
Berhad in a general meeting.

(d) The ESOS shall be in force for a period of five (5) years from its commencement and no further options
under the scheme will be granted thereafter unless the shareholders of Malayan Banking Berhad in a
general meeting agree to continue with the ESOS for a further period of five (5) years with or without
variations, and subject to the approvals of relevant authorities, provided that the duration of the ESOS
including any extension, if any, shall not exceed a total period of ten (10) years from its commencement;

(e) The new ordinary shares in Malayan Banking Berhad 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
Malayan Banking Berhad, 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 Malayan Banking
Berhad relating to transfer, transmission and otherwise; and

(f) The subscription price shall be at a discount, within the limit allowed by the relevant authorities from time
to time and shall be decided by the ESOS Committee at its discretion, to the weighted average market
price of the shares as shown in the daily official list issued by Bursa Malaysia Securities Berhad for the
five (5) market days immediately preceding the date of offer, but shall in no event be less than the par
value of the shares.
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20. EQUITY CONTRIBUTION FROM PARENT (cont’d)

(g) Pursuant to the bonus issue exercise of 1 new ordinary share for every 4 ordinary shares held, the ESOS
committee has approved the corresponding adjustments be made to the unexercised options under the
ESOS, which is in accordance with the Malayan Banking Berhad Group ESOS By-Laws. The additional shares
were allocated at no cost to the option holder.

Additional shares, calculated in the same ratio as the bonus issue (1 share for every 4 shares) would be
allocated and kept in reserve until such time the option holders exercised the options, subject to the expiry
of the option period on August 26, 2009.

(h) Pursuant to the rights issue exercise, the ESOS Committee has approved the corresponding adjustments
be made to the unexercised option under the ESOS, which is in accordance with the Malayan Banking
Berhad Group ESOS By-Laws; and

(i) The ESOS expired on August 26, 2009.

20. EQUITY CONTRIBUTION FROM PARENT (cont’d)

Number of Share Options
Outstanding Outstanding Exercisable
atJulyl <————MovementDuringtheYear ———— atJune30 atJune 30
Grant Date 2009/2008 Granted Exercised  Forfeited Expired 2010/2009 2010/2009
(Adjusted for
Bonus and
Rights Issue)
2010 ‘000 ‘000 ‘000 ‘000 ‘000 ‘000 ‘000
1.9.2004 = - (299) - - = =
15.10.2004 = - (2) - - = =
30.6.2005 = - - - - = =
14.11.2005 - - (6) - - = =
14.11.2006 = - (12) - - = =
= = (319) = = = =
WAEP - - - - - - -
2009
1.9.2004 4,118 4,858 (16) (105) - 8,855 8,855
15.10.2004 3,158 1,600 (M (75) - 4,682 4,682
30.6.2005 150 60 - - - 210 210
14.11.2005 6,905 2,724 (1) (168) - 9,460 9,460
14.11.2006 12,696 5,109 (1) (480) - 17,324 17,324
27,027 14,351 (19) (828) = 40,531 40,531
WAEP 9.82 10.19 9.78 9.49 - 9.94 9.94

* Reinstatement of the share allotments to 8 employees under the 4th ESOS Offer.
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20. EQUITY CONTRIBUTION FROM PARENT (cont’d)
(j) Details of share options:

(i) Details of share options outstanding at the end of the year:

Exercise
Grant Date Price Exercise Period
RM
2009
1.9.2004 6.61 1.9.2004 - 25.8.2009
15.10.2004 7.07 15.10.2004 - 25.8.2009
30.6.2005 7.58 6.1.2005 - 25.8.2009
14.11.2005 7.10 14.11.2005 - 25.8.2009
14.11.2006 7.30 14.11.2006 - 25.8.2009

(ii) Fair value of share options granted on 14.11.2006

The fair value of share options granted by Malayan Banking Berhad on 14.11.2006 was estimated by an external
valuer using a trinomial 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 at 14.11.2006 at (RM) : 1.38
Weighted average share price (RM) 11.50
Weighted average exercise price (RM) 10.19
Expected volatility (%) 14.26%
Expected life (years) 1-2.8
Risk free rate (%) 3.63%
Expected dividend yield (%) 5.50%

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.

21. INTEREST INCOME

Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Loans and advances
- Interest income other than recoveries
from non-performing loans 13,013 10,449 13,013 10,449
- Recoveries from non-performing loans 201 498 201 498
Money at call and deposit placements with banks
and other financial institutions 4,930 21,454 4,482 20,935
Securities held-for-trading 1,130 24,671 1,130 24,671
Securities available-for-sale 17,566 136,047 17,566 136,047
Securities held-to-maturity 4,398 19,322 4,398 19,322
Others 7 536 7 536
41,245 212,977 40,797 212,458
Add:
Amortisation of premiums and accretion of discounts, net 1,025 34,570 1,025 34,570
Total interest income 42,270 247,547 41,822 247,028
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22. INTEREST EXPENSE
Group and Bank
2010 2009
RM’000 RM’000
Deposits and placements of banks and other financial institutions 10,958 85,797
Deposits from customers 1,767 84,722
12,725 170,519
23. NON-INTEREST INCOME
Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Fee income:
Corporate advisory fees 75,491 52,556 70,736 44,348
Underwriting commission 11,375 (183) 11,375 (183)
Brokerage income 89,003 53,974 89,003 53,974
Other fee income 2,232 43 2,232 43
Total fee income 178,101 106,390 173,346 98,182
Investment income:
Gain/(loss) from sale of securities held-for-trading, net 2,061 (7,344) 2,061 (7,344)
Gain from sale of securities available- for-sale, net 11,224 15,315 11,224 15,315
Early redemption gain from securities held-to-maturity, net 429 138 429 138
Gross dividends from:
Securities available-for-sale
- Quoted in Malaysia 269 1,854 269 1,854
- Quoted outside Malaysia - 1,564 - -
- Unquoted in Malaysia 591 295 591 295
- Subsidiaries - - 4,113 1,124
Unrealised gain on revaluation
of securities held-for-trading and derivatives - 12,890 - 12,890
Provision for impairment losses in securities, net (470) (5,000) (470) (5,000)
Provision for impairment losses in other assets (i) (7,871) - (7,871) -
6,233 19,712 10,346 19,272
Other income:
Foreign exchange (loss)/gain - unrealised (660) 1,400 (660) 1,187
Rental income - 2 - 2
Net gain on disposal of property, plant and equipment 5 51 5 51
Loss on disposal of foreclosed properties - (1) - (1)
Net gain on waiver of debt by an associate - 8,454 - 8,454
Others (303) (1,996) 584 457
(958) 7,910 (71) 10,150
Total non-interest income 183,376 134,012 183,621 127,604

Note (i): Provision for impairment losses in other assets relates to an overseas investment in an unincorporated

entity.
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24. OVERHEAD EXPENSES

Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Personnel expenses
- Salaries, allowances and bonuses 44,743 50,256 44,557 50,256
- Pension costs - defined contribution plan 5,230 4,731 5,230 4,731
- Dealers’incentives 11,365 5,718 11,365 5,718
- Other staff related expenses 5,539 4,149 5,428 4,148
66,877 64,854 66,580 64,853
Establishment costs
- Depreciation of property, plant and equipment 2,714 2,759 2,607 2,667
- Amortisation of computer software 661 441 661 441
- Rental 6,948 6,678 6,830 6,678
- Repairs and maintenance
of property, plant and equipment 3,506 3,226 3,506 3,224
- Information technology expenses 1,461 1,260 1,461 1,260
- Others 3,502 12,718 4,193 11,696
18,792 27,082 19,258 25,966
Marketing costs
- Advertisement and publicity 4,776 2,758 4,776 2,758
- Others 2,084 1,641 2,067 1,638
6,860 4,399 6,843 4,396
Administration and general expenses
- Fee and brokerage 7,850 5,776 5,874 3,561
- Administrative expenses 2,265 1,065 2,249 2,884
- General expenses (Note (i) 8,810 185 8,619 235
18,925 7,026 16,742 6,680
Total overhead expenses 111,454 103,361 109,423 101,895
Included in overhead expenses are the following:
Directors’ remuneration (Note 27) 2,299 2,082 2,299 2,082
Rental of premises 6,331 5,940 6,213 5,940
Hire of equipment 3,773 3,602 3,773 3,602
Auditors’ remuneration
- Current year 332 278 293 227

Note (i): Included in general expenses is a provision for liabilities amounting to RM8.3 million relating to foreseable
losses from a legal case.
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25. WRITE BACK OF LOSSES ON LOANS AND ADVANCES, NET

Group and Bank
2010 2009
RM’000 RM’000

Write back of bad and doubtful debts:

(@) Specific allowance

- Made during the year 3,100 4,331
- Written back during the year (3,774) (2,629)
(b) General allowance
- Made during the year 1,018 15,276
- Written back during the year (21,791) (16,876)
Bad debts recovered 924 (3,344)
Provision for allowance of amount due from brokers and clients 935 80
(19,588) (3,162)
26. TAXATION AND ZAKAT
Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Tax expense for the year:
Malaysian income tax 32,856 28,911 31,584 26,965
Foreign income tax (134) (15) - -
Overprovision in prior years - (36,103) - (36,103)
32,722 (7,207) 31,584 (9,138)
Deferred tax (Note 14):
Relating to origination and reversal
of temporary differences (net) 1,766 257 1,766 257
Relating to changes in tax rate - 788 - 788
1,766 1,045 1,766 1,045
Zakat 22 45 22 45
34,510 (6,117) 33,372 (8,048)

Income tax is calculated at the Malaysian statutory rate of 25% of the estimated assessable profit for the year.
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26. TAXATION AND ZAKAT (cont’d)

A reconciliation of income tax expense applicable to profit before taxation at the statutory income tax rate to

ANNUAL REPORT 2010

income tax expense at the effective income tax rate of the Group and of the Bank is as follows:

Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000

Profit before taxation 124,558 107,352 125,162 111,007
Taxation at Malaysian statutory

tax rate of 25% (2009: 25%) 31,140 27,468 31,291 27,752
Share of associates’ taxation 292 (281) - -
Effect of different tax rates in other tax jurisdictions - 9) - -
Income not subject to tax (296) (7,736) (296) (7,757)
Expenses not deductible for tax purposes 3,352 9,725 2,355 7,227
Utilisation of previously unrecognised

unabsorbed capital allowances - (14) - -
Effect of change in tax rate on opening

balance of deferred tax assets - 788 - 788
Overprovision of tax in prior years - (36,103) - (36,103)
Tax expense for the year 34,488 (6,162) 33,350 (8,093)
Zakat 22 45 22 45
Tax expense and zakat for the year 34,510 (6,117) 33,372 (8,048)

27. DIRECTORS’ REMUNERATION
Group and Bank
2010 2009
RM’000 RM’'000

Directors of the Bank:
Executive Directors:

Salary and other remuneration, including meeting allowances 1,688 1,525

Pension costs - defined contribution plan 319 267

Benefits-in-kind 19 7

2,026 1,799

Non-Executive Directors:

Fees 292 290
Total 2,318 2,089
Total (excluding benefits-in-kind) (Note 24) 2,299 2,082
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

27. DIRECTORS’ REMUNERATION

Number of directors whose remuneration falls into the following bands:

Bank

2010 2009
Number of Executive Directors:
RM1,850,001 to RM 1,900,000 1 -
RM850,001 to RM900,000 - 1
RM200,000 to RM250,000 - 1
RM50,001 to RM100,000 - -
Up to RM50,000 - -
Number of Non-Executive Directors:
RM50,001 to RM100,000 3 1
Up to RM50,000 5 9%

9 12

* Includes RM1,825,694 paid during the year to 4 past directors who served in the financial year ended
June 30, 2010.

28. EARNINGS PER SHARE

The basic earnings per share (EPS) of the Group and the Bank are calculated by dividing the net profit for the year
by the number of ordinary shares in issue during the financial year.

Group Bank
2010 2009 2010 2009
RM’000 RM’'000 RM’000 RM’'000
Net profit for the year (RM'000) 90,048 113,469 91,790 119,055
Number of ordinary shares in issue ("000) 50,116 50,116 50,116 50,116
Basic EPS (sen) 180 226 183 238
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29. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES

In addition to related party disclosures mentioned elsewhere in the financial statements, set out below
are the Group’s and the Bank'’s other significant related party transactions and balances:

Group Bank
2010 2009 2010 2009
RM’000 RM’000 RM’000 RM’000
Transactions with holding company:
Income:
Interest on securities - 9,850 - 9,850
Interest on deposits and placements 4,262 2,556 4,064 2,556
Other income 4,417 - 4,415 -
Expenditure:
Interest on deposits and placements 8,064 39,733 8,064 39,733
Rental of premises 2,402 2,398 2,402 2,398
Other expenses 1,810 2,099 1,810 2,099
Other Transactions:
Gain on disposal of securities with carrying amount of
RM5,229,114,000 for cash consideration of
RM5,229,941,000 - 827 - 827
Transactions with subsidiaries:
Income:
Dividend income - - 538 1,124
Other income - - 200 39
Transactions with associate:
Income:
Other income - - 23 -
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29. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES (cont’d)

Group Bank
2010 2009 2010 2009

RM’000 RM’'000 RM’000 RM’000
Transactions with other related companies
within Malayan Banking Berhad Group:
Income:
Interest on securities - 13,414 - 13,414
Interest on deposits and placements 792 3,533 535 3,533
Expenditure:
Interest on deposits and placements 290 12,910 290 12,910
Other expenses 1,317 2,186 1,317 2,186
Amount due from:
Current accounts and deposits 375,344 58,498 360,377 32,341
Securities - 55,500 - 55,500
Interest receivable from deposits 24 55,529 4 174
Related companies:
Amount due to:
Deposits and placements 67,105 805,261 53,003 805,261
Interest payable on deposits - 223 - 223
Other creditors - - 171,474 171,474
Amount due from:
Others - 1,272 430 1,272

The directors are of the opinion that the transactions above been entered into in the normal course of business
and have been established on terms and conditions that are not materially different from those obtainable in
transactions with unrelated parties.
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29. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES (cont’d)

Compensation of key management personnel

Remuneration of executive directors and the chief executive officers for the year is as follows:

Group and Bank

2010 2009
RM’000 RM’000

Short-term employee benefits:-
Salary and other remuneration, including meeting allowances 1,688 1,525
Pension costs - defined contribution plan 319 267
Benefits-in-kind 19 7
2,026 1,799

(@) Credit exposures arising from credit transactions with connected parties

Group and Bank

2010 2009

RM’000 RM’000

Outstanding credit exposures with connected parties 1,953 500
Percentage of outstanding credit exposures to connected 1.22% 0.20%

parties as proportion of total credit exposures

Percentage of outstanding credit exposures to connected
parties which is non-performing or in default

The credit exposures above are derived based on Bank Negara Malaysia’s revised Guidelines on

Credit Transactions and Exposures with Connected Parties, which are effective on January 1, 2008.

30. SIGNIFICANT EVENT

The Bank has obtained internal approvals from both the Bank’s Board of Directors and Maybank’s Board of
Directors on May 20, 2009 and May 27, 2009 respectively for the Treasury Centralisation Exercise involving
the transfer of Investment Banking Markets (the Treasury business of the Bank) to Maybank’s Global Markets.

The approval from Bank Negara Malaysia was obtained on August 25, 2009.

The total face value of the assets transferred amounted to RM3.425 billion and market value amounted to
RM3.426 billion. The impact on the transfer of the treasury securities portfolio to the income statement

resulted in a net loss of RM2.99 million.

As a result of this exercise, the total risk weighted assets had decreased significantly from RM2.48 billion in
June 2009 to RM1.34 billion in August 2009 resulting in a write-back of general allowance amounting to

RM16.6 million.
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31. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Group and the Bank 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. Risk weighted exposures of the Group and of the Bank as at June 30 are as follows:

2010 2009
Risk Risk
Principal Credit Weighted Principal Credit Weighted
Amount Equivalent* Amount  Amount Equivalent* Amount
Group and Bank RM’000 RM’000 RM’000 RM’000 RM'000 RM’000

Obligations under underwriting
agreements 59,160 29,580 53,408 30,000 15,000 13,313
Irrevocable commitments to
extend credit:
- Maturity not exceeding one year 350,996 - - 315,967 - -

410,156 29,580 53,408 345,967 15,000 13,313

* The credit equivalent amount is arrived at using the credit evaluation conversion factor as per Bank Negara
Malaysia’s guideline.

Interest rate related contracts are subject to market risk.

Market risk

Market risk is the potential change in value caused by movement in market rates or prices. The contractual
amounts stated above provide only a measure of involvement in this type of transactions and do not
represent the amounts subject to market risk. Exposure to market risk may be reduced through offsetting
on and off-balance sheet positions.

Credit risk

Credit risk arises from the possibility that a counterparty may be unable to meet the terms of a contract in
which the Group and the Bank have a gain position. This amount will increase or decrease over the life of
the contracts, mainly as a function of maturity dates and market rates and prices. As at June 30, 2010, there
were no contracts subject to credit risk.

Contingent liabilities
Group and Bank

2010 2009

Unsecured RM’000 RM’000
(i) Guarantee given to the holding company for banking facilities extended to

Bursa Malaysia Securities Clearing Berhad 1,000 1,000

(ii) Claims under litigation* 10,091 10,091

11,091 11,091

*  The Group and the Bank are aggresively defending all of the claims under litigation, through their solicitors,
the outcomes of which are subject matter for the Courts to eventually determine.
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31. COMMITMENTS AND CONTINGENCIES (cont’d)
Contingent liabilities (cont’d.)

Case 1

A corporate borrower has issued a writ of summons and statement of claim against the Bank in its capacity
as agent bank for three financial institutions as syndicated lenders claiming general, special and exemplary
damages arising from alleged breach of duty owed by the Bank. Although it has not been quantified, the claim
value is estimated at approximately RM450 million.

The credit facilities consists of a bridging loan of RM58.5 million and a revolving credit facility of RM4 million
which were granted by The Bank and the three syndicated lenders. The loan was subsequently restructured to
RM38 million with terms for repayment. In 2006, The Bank and the three syndicated lenders filed a suit against
the corporate borrower for the recovery of the loan. The two suits were then ordered by the Court to be heard
together.

Pursuant to an agreement dated December 19, 2006, the Bank had disposed off its exposure under this loan
to its holding company.

The balance of the judgement claim (including for general damages) against the Bank as agent for the
syndicated lenders was ordered to be assessed by the Senior Assistant Registrar, at a later date which has yet
to be determined at the date of this report. The Bank has filed a notice of appeal and an application for stay of
execution of the judgement sum. On June 24, 2009, the Court granted a stay order pending the affixture
of appeal. The borrower had on June 24, 2009 filed an appeal againts the decision on the stay to the Court of
Appeal.

On November 23, 2009, the Court of Appeal dismissed the Appeal against the stay order. Case management was
fixed on June 3,2010 at the Court of Appeal for the Bank’s appeal against the judgement obtained on May 6, 2009
at the High Court. On June 3, 2010, the Bank’s solicitor informed the Court that the notes at the proceedings and
the grounds of judgement have not been issued. In view of the same, the Court fixed the matter for further case
management on July 29, 2010 pending issuance of the notes of proceeding and the ground’s of judgements.

On July 29, 2010, the Court has fixed for futher case management on August 13,2010 and the Court has fixed the
application for hearing on August 20, 2010.

The Bank'’s solicitor’s are of the view that the Bank has a more than even chance of succeeding in its appeal
againts the said judgement.

32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Risk Management is critical pillar of the Malayan Banking Berhad Group’s operating model. The establishment
of the Risk Management Department in the Bank was to adhere and be in line with sound risk management
practice as required by Bank Negara Malaysia. As part of the Bank’s strategy to integrate the management
and control of risks across the various risk segments, a dedicated Board committee known as the Risk
Management Committee was established. The Committee is responsible for formulating policies and the
oversight of credit, market, liquidity, operational and interest rate risks. In term of risk management, the Bank
has transformed from a compliance driven culture to a risk aware culture.
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont’d)

(a)

(b)

(c)

(d)

Credit risk management

In discharging this responsibility, the Credit Risk Unit is primarily involved in managing and enhancing asset
quality, formulating and reviewing credit policies as well as the documentation/compilation of credit policies
and procedures for adherence. The Credit Risk Unit also sets and reviews concentration limits according to
various categories such as single customer groups, economic segments, product types, banks and countries,
and overseas credit portfolio risk.

Market risk management

The treasury portfolio of the Bank was transferred to Maybank in August 2009. With the transfer, the
Market Risk unit is primarily involved in Equity and Debts underwritings and clients’ equity trading activities.
Market risk arising from these activities relates to the risk of an adverse fluctuation in the prices of
respective product. Market risk is managed as follows:-

«  Daily monitoring of large exposure risk to single equity to manage the concentration risk;

+  Requirement of collateral or upfront payment for purchase of volatile stocks;

«  Settlement of purchases on the 3rd market day following the transaction date (i.e. T+3). Hence, the
market risk is contained within 4 market days following the transaction date; and

«  Securing placement and having back-to-back arrangement for underwriting commitments to mitigate
the underwriting risk.

Liquidity risk management

The primary mechanism and tool for monitoring liquidity is the cash flow behavior of the Bank.
This framework ascertains liquidity based on the contractual and behavioral cash flow of assets, liabilities
and off-balance sheet commitments, taking into consideration the realizable cash value of eligible liquid
assets. The Group and the Bank maintains a minimum level of liquid assets in the form of cash.

Operational risk management

The Risk Taking Units (including the support units) are primary parties responsible for the management of
day-to-day operational risks inherent in their respective business and functional areas. While the Operational
Risk Unit is responsible for the second line of defence, the Internal Audit acts as the third line of defence
by overseeing compliance in respect of day-to-day management of operational risks at the Risk Taking
Units and providing independent assessments regarding the overall effectiveness of the operational risk
management framework.

33. 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 Asset and Liability Management
Committee (ALCO) to protect total net interest income from changes in market interest rates.

The table below summarises the Group’s and the Bank’s exposure to interest rate risk. The table indicates
effective interest rates at the balance sheet date and the periods in which the financial instruments are repriced
or mature, whichever is earlier.
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Effective
Non- interest
Group Upto1 >1-3 >3-12 1-5 Over5 interest Trading rate
2010 month months months years years sensitive Book Total %
RM'000 RM’000 RM’000 RM’000 RM’000 RM’'000 RM’000 RM’'000
Assets
Cash and short-term funds 117,494 - - - - 315,330 - 432,824 242
Deposits and placements
with banks and other
financial institutions - 20 3,299 - - 8,733 - 12,052 2.50
Securities held-for-trading - - - - - - - - -
Securities available-for-sale 4,996 - - - - 106,278 - 111,274 5.20
Securities held-to-maturity - - - - 33 - - 33 -
Loans and advances
- performing 100,291 - 31,696 4,254 7,774 774 - 144,789 6.43
- non-performing * - - - - - (16,747) - | (16,747) -
Other assets - - - - - 176,730 - 176,730 -
Other non-interest sensitive
balances - - - - - 36,214 - 36,214 -
Total assets 222,781 20 34,995 4,254 7,807 627,312 - 897,169
Liabilities and equity
Deposits from customers - - - - - - - - -
Deposits and placements of
banks and other financial
institutions - - - - - - - - -
Other liabilities - - - - - 492946 - 492946 -
Other non-interest sensitive
balances - - - - - - - - -
Total liabilities - - - - - 492,946 - 492,946
Share capital - - - - - 50,116 - 50,116 -
Reserves - - - - - 354,107 - 354,107 -
Total equity - - - - - 404,223 - 404,223
Total liabilities and equity - - - - - 897,169 - 897,169
On-balance sheet interest
sensitivity gap 222,781 20 34,995 4,254 7,807  (269,857) - - -
Off-balance sheet interest
sensitivity gap
(interest rate swaps) - - - - - - - - -
Total interest sensitivity gap 222,781 20 34995 4,254 7,807 (269,857) - -
Cumulative interest rate
sensitivity gap 222,781 222,801 257,796 262,050 269,857 - -

* This is arrived at after deducting the general allowance, specific allowance and interest/income-in-suspense from gross non-performing

loans outstanding.

129



130

MAYBANK

33. INTEREST RATE RISK (cont’d)

INVESTMENT BANK |

ANNUAL REPORT 2010

June 30, 2010

NOTES TO THE FINANCIAL STATEMENTS (conta)

Effective
Non- interest
Group Upto1 >1-3 >3-12 1-5 Over5 interest Trading rate
2009 month months months years years sensitive Book Total %
RM'000 RM’000 RM’000 RM’000 RM’000 RM’'000 RM’000 RM’'000
Assets
Cash and short-term funds 600,525 - - - - 134,875 - 735,400 1.98
Deposits and placements
with banks and other
financial institutions - 4147 1,260 - - 9,334 - 14,741 1.92
Securities held-for-trading - - - - - 19,930 376,510 396,440 474
Securities available-for-sale 14,954 25,148 126,184 1,443,211 800,438 300,999 - 2,710,934 4.74
Securities held-to-maturity - - 10,003 494,538 217,860 11,315 - 733716 436
Loans and advances
- performing 148,025 1 119,593 494 13,703 2,999 - | 284,815 6.06
- non-performing * - - - - - (33,280) - | (33,280) -
Other assets - - - - - 317,763 - 317,763 -
Other non-interest sensitive
balances - - - - - 53,763 - 53,763 -
Total assets 763,504 29,296 257,040 1,938,243 1,032,001 817,698 376510 5,214,292
Liabilities and equity
Deposits from customers 3,294,890 190,718 377,243 - - - - 3,862,851 232
Deposits and placements of
banks and other financial
institutions 232,470 - - - - - - 232470 330
Other liabilities - - - - - 364,405 - 364,405 -
Other non-interest sensitive
balances - - - - - 146 - 146 -
Total liabilities 3,527,360 190,718 377,243 - - 364,551 - 4,459,872
Share capital - - - - - 50,116 - 50,116 -
Reserves - - - - - 704,304 - 704,304 -
Total equity - - - - - 754,420 - 754,420
Total liabilities and equity 3,527,360 190,718 377,243 - - 1,118,971 - 5,214,292
On-balance sheet interest
sensitivity gap (2,763,856) (161,422) (120,203) 1,938,243 1,032,001 (301,273) 376,510 - -
Off-balance sheet interest
sensitivity gap
(interest rate swaps) - - - - - - - - -
Total interest sensitivity gap  (2,763,856) (161,422) (120,203) 1,938,243 1,032,001 (301,273) 376,510 -
Cumulative interest rate
sensitivity gap (2,763,856) (2,925,278) (3,045,481) (1,107,238)  (75,237) (376,510) -

* This is arrived at after deducting the general allowance, specific allowance and interest/income-in-suspense from gross non-performing

loans outstanding.
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33. INTEREST RATE RISK (cont’d)

Effective
Non- interest
Bank Upto1 >1-3  >3-12 1-5 Over5 interest Trading rate
2010 month months months years years sensitive Book Total %
RM'000 RM’000 RM’000 RM’000 RM’000 RM’'000 RM’000 RM’'000
Assets
Cash and short-term funds 94,340 - - - - 312,650 - 406,990 249
Deposits and placements
with banks and other
financial institutions - - - - - 8,733 - 8,733 -
Securities held-for-trading - - - - - - - - -
Securities available-for-sale 4,996 - - - - 60,949 - 65,945 5.20
Securities held-to-maturity - - - - 33 - - 33 -
Loans and advances
- performing 100,291 - 31,696 4,254 7,774 774 - 144,789 6.43
- non-performing * - - - - - (16,747) - | (16,747) -
Other assets - - - - - 177,147 - 177,147 -
Other non-interest sensitive
balances - - - - - 263515 - 263515 -
Total assets 199,627 - 31,696 4,254 7,807 807,021 - 1,050,405
Liabilities and equity
Deposits from customers - - - - - - - - -
Deposits and placements
of banks and other
financial institutions - - - - - - - - -
Other liabilities - - - - - 661,974 - 661,974 -
Other non-interest sensitive
balances - - - - - - - - -
Total liabilities - - - - - 661,974 - 661,974
Share capital - - - - - 50,116 - 50,116 -
Reserves - - - - - 338315 - 338315 -
Total equity - - - - - 388431 - 388431
Total liabilities and equity - - - - - 1,050,405 - 1,050,405
On-balance sheet interest
sensitivity gap 199,627 - 31,696 4,254 7,807 (243,384) - - -
Off-balance sheet interest
sensitivity gap
(interest rate swaps) - - - - - - - - -
Total interest sensitivity gap 199,627 - 31,69 4,254 7,807 (243,384) - -
Cumulative interest rate
sensitivity gap 199,627 199,627 231,323 235577 243,384 - -

* This is arrived at after deducting the general allowance, specific allowance and interest/income-in-suspense from gross non-performing
loans outstanding.
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Effective
Non- interest
Bank Upto1 >1-3  >3-12 1-5 Over5 interest Trading rate
2009 month months months years years sensitive Book Total %
RM'000 RM’000 RM’000 RM’000 RM’000 RM’'000 RM’000 RM’'000
Assets
Cash and short-term funds 580,660 - - - - 131,606 - 712,266 1.98
Deposits and placements
with banks and other
financial institutions - - - - - 9,334 - 9,334 -
Securities held-for-trading - - - - - 19,930 376,510 396,440 474
Securities available-for-sale 14,955 25,148 126,184 1,443211 800,438 252,663 - 2,662,599 4.74
Securities held-to-maturity - - 10,003 494,538 217,860 11,315 - 733716 436
Loans and advances
- performing 148,025 1 119,593 494 13,703 2,999 - | 284,815 6.06
- non-performing * - - - - - (33,280) - | (33,280) -
Other assets - - - - - 314,719 - 314,719 -
Other non-interest sensitive
balances - - - - - 279,527 - 279,527 -
Total assets 743,640 25,149 255,780 1,938,243 1,032,001 988813 376,510 5,360,136
Liabilities and equity
Deposits from customers 3,294,889 190,718 353,619 23,625 - - - 3,862,851 3.55
Deposits and placements
of banks and other
financial institutions 232,470 - - - - - - 232470 3.68
Other liabilities - - - - - 532,731 - 532,731 -
Other non-interest sensitive
balances - - - - - - - - -
Total liabilities 3,527,359 190,718 353,619 23,625 - 532,731 - 4,628,052
Share capital - - - - - 50,116 - 50,116 -
Reserves - - - - - 681,968 - 681,968 -
Total equity - - - - - 732,084 - 732,084
Total liabilities and equity 3,527,359 190,718 353,619 23,625 - 1,264,815 - 5,360,136
On-balance sheet interest
sensitivity gap (2,783,719) (165,569) (97,839) 1,914,618 1,032,001 (276,002) 376,510 - -
Off-balance sheet interest
sensitivity gap
(interest rate swaps) - - - - - - - - -
Total interest sensitivity gap  (2,783,719) (165,569) (97,839) 1,914,618 1,032,001 (276,002) 376,510 -

Cumulative interest rate
sensitivity gap

(2,783,719) (2,949,288) (3,047,127) (1,132,509)

(100,508) (376,510)

*This is arrived at after deducting the general allowance, specific allowance and interest/income-in-suspense from gross non-performing

loans outstanding.
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34. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

Financial instruments comprise financial assets and financial liabilities and also off-balance sheet derivatives.
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 information presented herein represents best estimates of fair values of financial instruments at the
balance sheet date.

Quoted and observable market prices, where available, are used as the measure of fair values. However, for
a significant portion of the Group’s and the Bank’s financial instruments, including loans and advances 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 judgements 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 and the Bank’s financial instruments, including loans and advances 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 balance sheet date. The fair value information
presented herein should also in no way be construed as representative of the underlying value of the Group and
of the Bank as a going concern.

The on-balance sheet financial assets and financial liabilities of the Group and of the Bank whose fair values
are required to be disclosed in accordance with FRS 132 - Financial Instruments: Disclosure and Presentation,
which comprise all its assets and liabilities with the exception of investment in subsidiaries, investment in
associates, property, plant and equipment, intangible assets and deferred taxation.

The estimated fair values of those on-balance sheet financial assets and financial liabilities as at the balance sheet
date approximate their carrying amounts as shown in the balance sheets, except for the following financial assets
and financial liabilities:

2010 2009
Carrying Carrying
Amount Fair Value Amount Fair Value
RM’000 RM’000 RM’000 RM’000
Group and Bank
Financial assets
Securities held-to-maturity 33 33 733,716 737,852

The fair values of the other assets and other liabilities, which are considered short term in nature, are estimated
to approximate their carrying amount.
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34. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES (cont’d)

The following methods and assumptions are used to estimate the fair values of the following classes of financial
instruments:

(a)

(b)

(c)

(d)

(e)

(f)

Cash and short-term funds
The carrying amount approximates fair value due to the relatively short maturity of these financial
instruments.

Deposits and placements with banks and other financial institutions, obligations on securities sold
under repurchase agreements

The carrying amounts of those financial instruments with remaining maturities of less than one year
approximate their values due to the relatively short maturity of these instruments. For deposits and
placements with maturities of more than one year, the fair values are estimated based on the discounted
cash flows using applicable prevailing market rates of similar instruments at the balance sheet date.

Securities held-for-trading, securities available-for-sale and securities held-to-maturity

The fair values are estimated based on quoted or observable market prices as at the balance sheet date.
Where such quoted or observable market prices are not available, the fair values are estimated using pricing
models or discounted cash flow techniques. Where discounted cash flow techniques are used, the expected
future cash flows are discounted using prevailing market rates of similar instruments at the balance sheet
date.

Loans and advances

The fair values of variable rate loans are estimated to approximate their carrying values. For fixed rate
loans, the fair values are estimated based on expected future cash flows of contractual instalment payments,
discounted at applicable and prevailing rates at balance sheet date offered for similar facilities to new
borrowers with similar credit profiles. In respect of non-performing loans, the fair values are deemed to
approximate the carrying values which are net of interest/income-in-suspense and specific allowance for
doubtful debts.

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.

Derivative financial instruments

Fair values of derivative instruments are normally zero or negligible at inception and the subsequent change
in value is favourable (assets) or unfavourable (liabilities) as a result of fluctuations in market interest rates
relative to their terms. The fair values of the Group’s and the Bank’s derivative instruments are estimated
by reference to quoted market prices. Internal models are used where no market price is available.
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35. CAPITAL COMMITMENTS

Capital expenditure approved by the directors but not provided for in the financial statements are as follows:

Group and Bank
2010 2009
RM’000 RM’000

Property, plant and equipment:
Approved but not contracted for 6,294 33

36.

CAPITAL ADEQUACY

The capital adequacy ratios of the Group consist of capital base and risk-weighted assets derived from
consolidated balances of the Bank and its subsidiary companies. The capital adequacy ratios of the Bank consist
of capital base and risk weighted assets derived from the Bank.

With effect from January 1, 2010, the capital adequacy ratios of the Group and the Bank are computed in
accordance with Bank Negara Malaysia’s revised Risk Weighted Capital Adequacy Framework (RWCAF - Basel
II). The Group and the Bank has adopted the Standardised Approach for Credit Risk and Market Risk, and the
Basic Indicator Approach for Operational Risk. The comparative capital adequacy ratios for June 30, 2009
have not been restated based on RWCAF - Basel Il guidelines, as they represent actual amounts reported for
regulatory compliance purposes (Basel I) as of that date. The minimum regulatory capital adequacy requirement
is 8.0% (2009 - 8.0%) for the risk weighted capital ratio.

The detailed disclosures on the risk-weighted assets, as set out in Notes 36(b), (c) and (f) are presented in
accordance with Paragraph 4.3 of Bank Negara Malaysia's Guidelines - Risk Weighted Capital Adequacy
Framework (Basel Il) - Disclosure Requirements (Pillar 3). In accordance with Paragraph 7.2 (i) of the guidelines,
the comparative amounts for the previous financial year ended June 30, 2009 as per Note 36 (d) are not
presented in this manner as the current financial year represents the first time adoption and disclosure of
RWCAF.

The capital adequacy ratios of the Group and of the Bank as at June 30, are as follows:

Group Bank
2010 2009 2010 2009
% % % %
(Base Il) (Basel) (Base Il) (Basel)
Capital ratios
Core capital ratio
Credit risk 72.80 79.67 71.46 79.87
Credit, market and operational risks 35.60 29.42 34.31 28.20
Risk-weighted capital ratio
Credit risk 76.43 81.85 71.46 79.87
Credit, market and operational risks 37.37 30.22 34.31 28.20
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36. CAPITAL ADEQUACY (cont’d)

(@) The components of Tier | and Tier Il Capital of the Group and the Bank are as follows:

Group Bank
2010 2009 2010 2009
RM’000 RM’'000 RM’000 RM’000

Tier 1 capital
Paid-up share capital 50,116 50,116 50,116 50,116
Share premium 172,669 172,669 172,669 172,669
Statutory reserves 50,116 50,116 50,116 50,116
Retained earnings 116,348 482,317 109,753 474,013
Less: Deferred tax assets (net) (14,379) (24,271) (14,945) (24,417)
Total Tier 1 capital 374,870 730,947 367,709 722,497
Tier 2 capital
General allowance for bad and doubtful debts 18,685 39,514 18,685 39,514
Total capital 393,555 770,461 386,394 762,011
Less:

Investment in subsidiaries (#) - - (61,804) (59,449)

Investment in subordinated instruments - (19,460) - (19,460)
Capital base 393,555 751,001 324,590 683,102

#  Excludes the cost of investment in a subsidiary, Maysec (KL) Sdn Bhd of RM171,475,000 as its business,
assets and liabilities had been transferred to the Bank on December 30, 2006.
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36. CAPITAL ADEQUACY (cont’d)

(b) The breakdown of risk-weighted assets (RWA) by exposures in each major risk category for the current

financial year are as follows:

ANNUAL REPORT 2010

Risk
Group Gross Net Weighted Captial
2010 Exposures Exposures Assets Requirements
Exposure Class RM’000 RM’000 RM’'000 RM’000
(i) CreditRisk
On-balance sheet exposures:
Sovereigns / Central banks 18,698 18,698 - -
Banks, Development Financial 444,721 444,721 88,944 7,116
Institutions (DFIs) and Multilateral
Development Bank (MDBs)
Corporates 32,910 32,910 1,455 116
Regulatory Retail 115,395 115,395 107,810 8,625
Higher risk assets 60,479 60,479 90,718 7,257
Other Assets 212,686 212,686 212,682 17,015
Equity Exposures 13,314 13,314 13,314 1,065
Total on-balance sheet exposures 898,203 898,203 514,923 41,194
Off-balance sheet exposures: - - - -
Credit-related off-balance sheet exposures - - - -
Total off-balance sheet exposures - - - -
Total on and off-balance sheet exposures 898,203 898,203 514,923 41,194
(ii) Market Risk
Interest Rate Risk - - 12,812 1,025
Foreign Currency Risk - - 54,044 4,324
Options Risk - - 45,720 3,658
Total - - 112,576 9,007
(iii) Operational Risk - - 425,635 34,051
Total RWA and capital requirements 898,203 898,203 1,053,134 84,252
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36. CAPITAL ADEQUACY (cont'd)

(b) The breakdown of risk-weighted assets (RWA) by exposures in each major risk category for the current
financial year are as follows:

Risk
Bank Gross Net Weighted Captial
2010 Exposures Exposures Assets Requirements
Exposure Class RM’000 RM’000 RM’'000 RM’000
(i) CreditRisk
On-balance sheet exposures:
Sovereigns / Central banks 18,698 18,698 - -
Banks, DFls, and MDBs 415,569 415,569 83,114 6,649
Corporates 32,910 32,910 1,455 116
Regulatory Retail 115,395 115,395 107,810 8,625
Higher risk assets 52,535 52,535 78,802 6,304
Other Assets 169,741 169,741 169,737 13,579
Equity Exposures 13,314 13,314 13,314 1,065
Total on-balance sheet exposures 818,162 818,162 454,232 36,338
Off-balance sheet exposures: - - - -
Credit-related off-balance sheet exposures - - - -
Total off-balance sheet exposures - - - -
Total on and off-balance sheet exposures 818,162 818,162 454,232 36,338
(i) Market Risk
Interest Rate Risk - - 12,812 1,025
Foreign Currency Risk - - 7,610 609
Options Risk - - 45,720 3,658
Total = = 66,142 5,292
(iii) Operational Risk - - 425,635 34,051
Total RWA and capital requirements 818,162 818,162 946,009 75,681
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36. CAPITAL ADEQUACY (cont'd)

(c) The breakdown of exposures by risk weights are as follows:

Group & Exposures after Netting and Credit Risk Mitigation ————> Total
2010 Exposures
after Total
Sovereigns Banks, Higher Netting & Risk
Risk &Central  DFisand Regulatory Risk Other Equity CreditRisk Weighted
Weights Banks MDBs  Corporate Retail Assets Assets Exposures Mitigation  Assets

RM'000  RM'000  RM'000  RM'000  RM'000  RM'000  RM'000  RM'000  RM'000

0% 18,698 - 30,041 - - 4 - 48,743 -
20% - 444721 - - - - - 444721 88,944
35% - - - - - - - - -
50% - - 2,828 65 - - - 2,893 1,446
75% - - - 30,210 - - - 30,210 22,658
100% - - 41 85,120 - 212,682 13314 311,157 311,157
150% - - - - 60,479 - - 60,479 90,718
Total Exposures 18,698 444,721 32910 115,395 60,479 212,686 13,314 898,203 514,923
Risk-Weighted Assets

by Exposures - 88,944 1,455 107,810 90,718 212,682 13,314 514,923
Average Risk Weight 0% 20% 4% 93% 150% 100% 100% 58%
Bank
2010
0% 18,698 - 30,041 - - 4 - 48,743 -
20% - 415,569 - - - - - 415569 83,114
35% - - - - - - - - -
50% - - 2,828 65 - - - 2,893 1,446
75% - - - 30,210 - - - 30,210 22,658
100% - - 41 85,120 - 169,737 13,314 268,212 268,212
150% - - - - 52,535 - - 52,535 78,802
Total Exposures 18,698 415,569 32910 115,395 52,535 169,741 13314 818,162 454,232
Risk-Weighted Assets

by Exposures - 83,114 1,455 107,810 78,802 169,737 13,314 454,232
Average Risk Weight 0% 20% 4% 93% 150% 100% 100% 56%
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June 30, 2010

36. CAPITAL ADEQUACY (cont'd)

(d) The breakdown of credit risk exposures by risk weights for the previous financial year are as follows:

Group Bank

Risk Risk

Principal Weighted Principal Weighted

Amount Assets Amount Assets

RM’000 RM’000 RM’000 RM’000

0% 982,567 - 982,567 -

10% 11,751 1,175 11,751 1,175

20% 432,509 86,502 403,970 80,794

50% 14,736 7,368 14,736 7,368

100% 818,705 818,705 762,163 762,163
Risk-weighted assets for

counterparty risk 12 12

large exposure risk 3,751 3,751

Risk-weighted assets for credit risk 2,260,268 917,513 2,175,187 855,263

Risk-weighted assets for market risk 1,567,205 1,567,205

Total risk-weighted assets 2,484,718 2,422,468
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36. CAPITAL ADEQUACY (cont'd)

(e) The risk-weighted assets and capital requirements for the various categories of risk

2010 2009
Risk Risk
Weighted Weighted
Assets Capital Assets Capital
Equivalent Required Equivalent Required

Group RM’000 RM’000 RM’000 RM’000
Interest Rate Risk
- General interest rate risk 7,812 625 1,036,114 80,954
- Specific interest rate risk 5,000 400 509,428 39,065

12,812 1,025 1,545,542 120,019
Equity Position
- General interest rate risk - - - -
- Specific interest rate risk - - - -
Foreign Exchange Risk 54,044 4,324 16,038 1,283
Option Risk 45,720 3,658 5,625 450
Total 112,576 9,007 1,567,205 121,752
Bank
Interest Rate Risk
- General interest rate risk 7,812 625 1,036,114 82,889
- Specific interest rate risk 5,000 400 509,428 40,754

12,812 1,025 1,545,542 123,643
Equity Position
- General interest rate risk - - - -
- Specific interest rate risk - - - -
Foreign Exchange Risk 7,610 609 16,038 1,283
Option Risk 45,720 3,658 5,625 450
Total 66,142 5,292 1,567,205 125,376
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37. SEGMENT INFORMATION

Segment information is presented in respect of the Group’s business and geographical segments.

The primary format, business segment information, is prepared based on internal management reports, which
are used by senior management for decision-making and performance management. The amounts for each
business segment are shown after the allocation of certain centralised cost, funding income and the applicable
transfer pricing where appropriate. Transactions between segments are recorded within the segment as if they
are third party transactions and are eliminated on consolidation. All inter-segment transactions are conducted
at arm’s length basis on normal commercial terms that are not more favourable than those generally available
to the public.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can
be allocated on a reasonable basis.

For the purpose of the business segments reporting, the various departments in the Group were defined and
categorised in the following broad segments:

(a) Primary segment - By business segment

(i) Corporate advisory

Corporate advisory focuses on business needs of mainly large corporate customers and financial
institutions. The products and services offered to customers include advisory banking services, bond
issuance, equity financing, syndicated financing, mergers and acquisitions advisory services, debt
restructuring advisory services, and share and futures dealings.

(ii) Corporate lending
Corporate lending caters to funding requirements of large corporate customers through direct lending.
(iii) Treasury

Treasury and Sales and Distribution involve in the proprietary trading in treasury related products and
services such as foreign exchange, money market operations and securities trading.

(iv) Stockbroking
Stockbroking engages in the business of dealing in securities and acts as a securities broker.

(v) Others

This segment includes investment holding, nominee and custodian services.
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37. SEGMENT INFORMATION (cont’d)

(a) Primary segment - By business segment

The following table provides an analysis of the Group's revenue, results, assets, liabilities and other

information by business segment:

ANNUAL REPORT 2010

Corporate  Corporate

Group advisory lending Treasury Stockbroking Others Elimination Total
2010 RM’000 RM’000 RM’000 RM’'000 RM’000 RM’000 RM’000
Revenue
Interest income 117 2,012 23,618 12,411 4,112 - 42,270
Net income from Islamic Banking

Scheme Operations - - 2,279 - - - 2,279
Non-interest income 72,799 11,411 6,978 94,090 (1,902) - 183,376
Total revenue 72916 13,423 32,875 106,501 2,210 - 227,925
Results
Segment results 72,894 13,219 21,178 105,759 2,150 - 215,200
Overhead expenses (38,473) (2,306) 867 (64,952)  (6,590) - (111,454)
Writeback of losses on loans

and advances, net - (1,553) 17,300 677 3,164 - 19,588
Share of profits of associates - - - - 1,224 - 1,224
Profit before taxation 124,558
Taxation and zakat (34,510)
Net profit for the year 90,048
Assets
Segment assets 12,764 74,558 11,412 647,500 678,013 (836,994) 587,253
Investment in associates - - - - 4,200 5,744 9,944
Unallocated assets - - - - - - 299,972
Total assets 897,169
Liabilities
Segment liabilities - - - 636,063 154,375 (323,403) 467,035
Unallocated liabilities - - - - - - 25911
Total liabilities 492,946
Other segment information
Capital expenditure - - - 4,224 263 - 4,487
Depreciation - - - 2,004 710 - 2,714
Amortisation - - - 224 437 - 661
Other significant non-cash expenses

- Provisions - - - - 6,216 - 6,216
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June 30, 2010

37. SEGMENT INFORMATION (cont’d)

(a) Primary segment - By business segment (cont’d)

Corporate  Corporate

Group advisory lending Treasury Stockbroking Others Elimination Total
2009 RM’'000 RM’000 RM’000 RM'000 RM’000 RM’000 RM’000
Revenue
Interestincome 48 1,861 234,734 10,212 692 - 247,547
Net income from Islamic Banking

Scheme Operations - - 5,627 - - - 5,627
Non-interest income 28,191 12,845 28,538 55,359 9,079 - 134012
Total revenue 28,239 14,706 268,899 65,571 9,771 - 387,186
Results
Segment results 27,718 13,440 103,809 61,929 9,771 - 216,667
Overhead expenses (33,633) (1,371) (8,526) (47,3100 (12,521) - (103,361)
Writeback of losses on loans

and advances, net 53 - 1,524 1,745 (160) - 3,162
Share of profits of associates - - - - (9,116) - (9,116)
Profit before taxation 107,352
Taxation and zakat 6,117
Net profit for the year 113,469
Assets
Segment assets 20,757 163,199 4,268,138 560,897 683,840 (832,128) 4,864,703
Investment in associates - - - - 4,200 4,812 9,012
Unallocated assets - - - - - - 340577
Total assets 5,214,292
Liabilities
Segment liabilities - - 4,109,818 485,858 155,229 (323,409) 4,427,496
Unallocated liabilities - - - - - - 32,376
Total liabilities 4,459,872
Other segment information
Capital expenditure - - - 823 1,264 - 2,087
Depreciation - - - 2,067 692 - 2,759
Amortisation - - - 256 185 - 441
Other significant non-cash expenses

- Provisions - - - 2,697 9,083 - 11,780
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38. DIVIDENDS
Dividends Dividends
in Respect of Recognised in
Year Year
2010 2009 2010 2009
Recognised during the year:
Interim dividend of 600% less 25% taxation on
50,116,000 ordinary shares (RM6 per ordinary share) - 225,522 - 225,522
Interim dividend of 1,220% less 25%
taxation on 50,116,000 ordinary shares
(RM12.2 per ordinary share) 458,561 - 485,561 -
458,561 225,522 485,561 225,522
39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS)
BALANCE SHEET AS AT JUNE 30, 2010
Group and Bank
Note 2010 2009
RM’000 RM’000
ASSETS
Cash and short-term funds (a) 79 510,040
Securities available-for-sale (b) - 97,003
Securities held-to-maturity () - 61,441
Other assets (d) 14,958 1,199
Deferred tax assets, net (e) - 93
Total assets 15,037 669,776
Liabilities and Islamic banking fund
Deposits from customers (f) - 375,407
Deposits and placements of banks and other financial institutions (9) - 232,470
Other liabilities (h) 3 46,142
Provision for taxation and zakat (i) 739 2,933
Total liabilities 742 656,952
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39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

BALANCE SHEET AS AT JUNE 30, 2010 (CONT’D)

NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

Group and Bank

Note 2010 2009
RM’000 RM’000
Islamic banking capital fund 5,000 5,000
Reserves 9,295 7,824
14,295 12,824
Total liabilities and Islamic banking fund 15,037 669,776
Income statement for the year ended 30 June 2010
Income derived from investment of depositors’ funds and others () 896 27,010
Transfer to profit equalisation reserves 328 (561)
Gross attributable income 1,224 26,449
Income attributable to depositors (k) (477) (21,211)
747 5,238
Income derived from investment of Islamic banking capital funds ) 1,532 389
Income attributable to the Group and the Bank 2,279 5,627
Overhead expenses (m) 249 (891)
Profit before taxation and zakat 2,528 4,736
Taxation (n) (803) (1,179)
Zakat (o) (22) (45)
Net profit for the year 1,703 3,512
STATEMENT OF CHANGES IN EQUITY FORTHE YEAR ENDED JUNE 30, 2010
Non-
distributable
Islamic Unrealised Distributable
Banking Holding Retained
Fund Reserves Profits Total
Group and Bank RM’000 RM'000 RM’000 RM’000
At July 1,2009 5,000 232 7,592 12,824
Net decrease in fair value of securities, net of disposal - (232) - (232)
Net profit for the year - - 1,703 1,703
At June 30, 2010 5,000 - 9,295 14,295
AtJuly 1, 2008 5,000 (926) 4,080 8,154
Net increase in fair value of securities, net of disposal - 1,158 - 1,158
Net profit for the year - - 3,512 3,512
At June 30, 2009 5,000 232 7,592 12,824

The accompanying notes form an integral part of the financial statements.
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39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

CASH FLOW STATEMENT FOR THE YEAR ENDED JUNE 30, 2010

Group and Bank

2010 2009
RM’000 RM’000

Cash flows from operating activities

Profit before taxation and zakat 2,528 4,736
Adjustments for:

Profit equalisation reserve - 561

Accretion of discounts and amortisation of premiums 129 24
Operating profit before working capital changes 2,657 5,321
Decrease/(Increase) in securities 158,444 (63,361)
Decrease/(Increase) in receivables (13,759) 850
Increase/(Decrease) in payables (46,219) 199
Decrease in deposits from customers (611,085) (653,639)
Net cash used in generated from operating activities (509,961) (710,630)
Net decrease in cash and cash equivalents (509,961) (710,630)
Cash and cash equivalents at beginning of the year 510,040 1,220,670
Cash and cash equivalents at end of the year 79 510,040

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

(a) CASH AND SHORT-TERM FUNDS
Group and Bank
2010 2009
RM’000 RM’000

Cash and balances with banks and other financial institutions 79 40
Deposit placements maturing within one month - 510,000

79 510,040
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(b) SECURITIES AVAILABLE-FOR-SALE

Group and Bank

2010 2009
RM’000 RM’000
At Fair Value
Money Market Instruments:
Malaysian Government Investment Certificates - 5,027
Khazanah Bonds - 4,946
- 9,973
Unquoted Securities:
Private and Islamic Debt Securities in Malaysia - 87,030
Total securities available-for-sale - 97,003

The maturity structure of money market instruments available-for-sale are as follows:

Group and Bank

2010 2009

RM’000 RM’'000

One year to three years - 4,946
More than three years but less than five years - 5,027
= 9,973

(c) SECURITIES HELD-TO-MATURITY

Group and Bank

2010 2009
RM’000 RM’000
At amortised cost
Money Market Instruments:
Malaysian Government Investment Certificates - 61,441

The maturity structure of money market instruments held-to-maturity are as follows:

Group and Bank

2010 2009

RM’000 RM’'000

One year to three years - 25,289
More than five years - 36,152

61,441
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39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(d) OTHER ASSETS
Group and Bank
2010 2009
RM’000 RM’000

Income receivable 14,958 1,199

(e) DEFFERED TAX ASSETS, NET
Group and Bank
2010 2009
RM’000 RM’000

At July 1,2009 93 368
Recognised in equity (93) (275)
At June 30,2010 - 93

(f) DEPOSITS FROM CUSTOMERS
Group and Bank
2010 2009
RM’'000 RM’'000

General investment deposits - 375,407

(i) The maturity structure of general investment deposits is as follows:
Due within six months - 375,407
More than six months but less than one year - -

- 375,407

(ii) The deposits are sourced from the following customers:
Business enterprises - 13,389
Others - 362,018
- 375,407

(g) DEPOSITS AND PLACEMENT OF BANKS AND OTHER FINANCIAL INSTITUTIONS

Group and Bank
2010 2009
RM’000 RM’000

Licensed banks - 232,470
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June 30, 2010

39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(h) OTHER LIABILITIES

Group and Bank

2010 2009
RM’000 RM’000
Profit payable - 73
Profit equalisation reserve (PER) - 683
Provisions and accruals 3 45,386
3 46,142

The movements in PER are as follows:
At July 1, 2009 683 122
Amount arising during the year (683) 561
At June 30,2010 - 683

(i

PROVISION FOR TAXATION AND ZAKAT

Group and Bank

2010 2009

RM’000 RM’000

Taxation 632 2,847
Zakat 107 86
739 2,933

0)]

INCOME DERIVED FROM INVESTMENT OF DEPOSITORS’ FUNDS AND OTHERS

Details of the income derived from investment of depositors’ funds are as follows:

Group and Bank

2010 2009
RM’000 RM’000
Gross income from:

- Securities available-for-sale 268 4,752
- Securities held-to-maturity 148 1,559
- Deposits and placements with financial institutions 290 19,509
Accretion of discounts and amortisation of premiums (48) (24)
658 25,796

Gain from sale of investment
- Securities 238 1,214
896 27,010
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39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(k) INCOME ATTRIBUTABLE TO DEPOSITORS

REPORT 2010

Group and Bank

2010 2009
RM’000 RM’000
Deposits from customers
- Mudharabah fund 2 4,358
Deposits and placements of banks and other financial institutions
- Mudharabah fund 475 16,853
477 21,211

() INCOME DERIVED FROM INVESTMENT OF ISLAMIC BANKING CAPITAL FUNDS

Details of the income derived from investment of Islamic banking capital funds are as follows:

Group and Bank

2010 2009
RM’000 RM’000

Gross income from:
- Securities available-for-sale 458 69
- Securities held-to-maturity 254 22
- Deposits and placements with financial institutions 495 281
Gain from sale of investment securities available-for-sale 406 17
Accretion of discounts and amortisation of premiums (81) -
1,532 389

(m) OVERHEAD EXPENSES

Group and Bank

2010 2009

RM’'000 RM’'000

Establishment costs (248) 889
Administration and general expenses - 2
(248) 891
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(n) TAXATION AND ZAKAT

Group and Bank
2010 2009
RM’000 RM’000

Income tax for the year:

Malaysian income tax 802 1,179
Zakat 22 45
Tax expense and zakat for the year 824 1,224

“Income tax is calculated at the Malaysian statutory tax rate of 25% (2009: 25%) of the estimated assessable
profit for the year.

A reconciliation of income tax expense applicable to profit before taxation and zakat 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:”

Group and Bank
2010 2009
RM’000 RM’000

Profit before taxation and zakat 2,527 4,736

Taxation at Malaysian statutory tax rate of 25% (2009:25%) 632 1,184

Effect of expenses not deductible for tax purposes 170 (5)

Tax expense for the year 802 1,179

Zakat 22 45

Tax expense and zakat for the year 824 1,224
(o) CAPITAL ADEQUACY

i) The capital adequacy ratios of the Bank and the Group as at the following dates are as follows:

The capital adequacy ratios of the Group consist of capital base and risk-weighted assets derived from
consolidated balances of the Bank and its subsidiary companies. The capital adequacy ratios of the
Bank consist of capital base and risk weighted assets derived from the Bank.

With effect from January 1, 2010, the capital adequacy ratios of the Group and the Bank are computed
in accordance with Bank Negara Malaysia’s revised Risk Weighted Capital Adequacy Framework
(RWCAF - Basel Il). The Group and the Bank has adopted the Standardised Approach for Credit Risk
and Market Risk, and the Basic Indicator Approach for Operational Risk. The comparative capital adequacy
ratios for June 30, 2009 have not been restated based on RWCAF - Basel Il guidelines, as they represent
actual amounts reported for regulatory compliance purposes (Basel 1) as of that date. The minimum
regulatory capital adequacy requirement is 8.0% (2009 - 8.0%) for the risk weighted capital ratio.
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39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(o) CAPITAL ADEQUACY (cont'd)

i)

The capital adequacy ratios of the Bank and the Group as at the following dates are as follows:
(cont’d)

The detailed disclosures on the risk-weighted assets, as set out in Notes 39 (0)(i), (o)(ii), (0)(iii), and (o)(iv)
are presented in accordance with Paragraph 4.3 of Bank Negara Malaysia’s Guidelines - Risk Weighted
Capital Adequacy Framework (Basel Il) - Disclosure Requirements (Pillar 3), whereby such disclosures
are effective for financial reports for periods beginning on or after January 1, 2010. In accordance with
Paragraph 7.2 (i) of the guidelines, the comparative amounts for the previous financial year ended June
30, 2009 as per Note 39 (o)(iv) are not presented in this manner as the current financial year represents
the first time adoption and disclosure of RWCAF.

The capital adequacy ratios of the Group and of the Bank as at June 30, are as follows:

Group and Bank

2010 2009

(Basel I1) (Basel I)

Capital Ratios % %
Core capital and risk-weighted capital ratios:

Credit risk 95.57 2,436.45

Credit, market and operational risks 64.28 27.28

The capital adequacy ratios of the Bank and the Group as at the following dates are as follows:
(cont’d)

Group and Bank
2010 2009
RM’000 RM’000

Tier 1 capital

Islamic banking capital fund 5,000 5,000
Retained profits 9,295 7,592
Less: Deferred tax assets - (93)
Total Tier 1 capital 14,295 12,499
Tier 2 capital - -
Capital base 14,295 12,499
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)
(o) CAPITAL ADEQUACY (cont'd)

(ii) The breakdown of risk-weighted assets (RWA) by exposures in each major risk category for the
current financial year are as follows:

Risk

IBS Gross Net Weighted Capital
2010 Exposures Exposures Assets Requirements
Exposure Class RM’'000 RM’'000 RM’000 RM’000
(i) Credit Risk

On-balance sheet exposures:

Sovereigns / Central banks 79 79 - -

Other Assets 14,958 14,958 14,958 1,197

Total on-balance sheet exposures 15,037 15,037 14,958 1,197

Off-balance sheet - - - -

exposures:

Credit-related off-balance sheet exposures - - - -

Total off-balance sheet exposures - - - -

Total on and off-balance sheet exposures 15,037 15,037 14,958 1,197
(ii) Market Risk

Interest Rate Risk - - - -

Foreign Currency Risk - - - -

Options Risk - - - -

Total - - - -
(iii) Operational Risk - - 7,279 582

Total RWA and capital requirements 15,037 15,037 22,237 1,779
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39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(o) CAPITAL ADEQUACY (cont'd)

(iii) The breakdown of credit risk exposures by risk weights for the current financial year are as follows:

Total Exposures

(iv)

IBS after Netting & Total Risk
Sovereigns/ Other Credit Risk Weighted
Central Banks Assets Mitigation Assets
Risk Weights RM’000 RM’'000 RM’'000 RM’000
0% 79 - 79 -
20% - - - -
35% - - - -
50% - - - -
75% - - - -
100% - 14,958 14,958 14,958
150% - - - -
Total Exposures 79 14,958 15,037 14,958
Risk-Weighted Assets by Exposures - 14,958 14,958
Average Risk Weight 0% 100% 100%

The breakdown of risk weighted assets by risk weights for the previous year are as follows:

Risk

Principal Weighted

Amount Assets

RM’000 RM’000

0% 572,002 -
10% - -
20% 206 41
50% - -
100% 472 472
Risk-weighted assets for credit risk 572,680 513
Risk-weighted assets for market risk - 45,308
Total risk-weighted assets 45,821
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NOTES TO THE FINANCIAL STATEMENTS (conta)

June 30, 2010

39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)
(o) CAPITAL ADEQUACY (cont'd)

(v) There is no off-balance-sheet exposures and related counterparty credit risk of the Group and
Bank

(vi) The risk-weighted assets and capital requirements for the various categories under market risk are

as follows:-
2010 2009

Risk Risk

Weighted Weighted
Assets Capital Assets Capital
Equivalent Required Equivalent Required
IBS RM’000 RM’'000 RM’000 RM’'000
General Profit Rate Risk - - 21,116 1,689
Specific Profit Rate Risk - - 24,192 1,935
Total - - 45,308 3,624

(p) YIELD/PROFIT RATE RISK ON IBS PORTFOLIO

The Group and the Bank are exposed to various risks 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 interest rates that affect the value of
financial instruments under the IBS portfolio. Yield/profit rate risk is monitored and managed by the
Group and the Bank to protect the income from IBS operations.

The table below summarises the Group’s and the Bank’s exposure to yield/profit rate risk for the IBS

operations. The table indicates effective yield/profit rates at the balance sheet date and the periods in
which the financial instruments reprice or mature, whichever is earlier.
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39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(p) YIELD/PROFIT RATE RISK ON IBS PORTFOLIO (cont’d)

Non- Effective
Group and Bank Upto1 >1-3  >3-12 1-5 Over5 Interest Trading Interest
2010 Month  Months Months Years Years Sensitive Book Total  Rate

RM'000 RM'000 RM'000 RM’000 RM'000 RM'000 RM'000 RM'000 %

Assets

Cash and short-term funds - - - - - 79 - 79 -
Other assets - - - - - 14,958 - 14,958 -
Total assets - - - - - 15,037 - 15,037

Liabilities and Islamic
Banking Fund

Other non-yield/

profit sensitive balances - - - - - 742 - 742 -
Total liabilities - - - - - 742 - 742
Reserves - - - - - 14,295 - 14,295 -
Total Islamic Banking Fund - - - - - 14,295 - 14,295

Total liabilities and
Islamic Banking Fund - - - - - 15,037 - 15,037

Total yield/profit rate
sensitivity gap - - - - - - - _

Cumulative yield/profit rate
sensitivity gap - - - - - - -
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(P) YIELD/PROFIT RATE RISK ON IBS PORTFOLIO (cont’d)

ANNUAL REPORT 2010

39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

June 30, 2010

NOTES TO THE FINANCIAL STATEMENTS (conta)

Non- Effective
Group and Bank Upto1 >1-3  >3-12 1-5 Over5 Interest Trading Interest
2009 Month  Months  Months Years Years Sensitive Book Total  Rate
RM'000 RM'000 RM'000 RM'000 RM'000 RM000 RM'000 RM'000 %
Assets
Cash and short-term funds 510,000 - - - - 40 - 510,040 2.00
Securities available-for-sale - - - 10,078 81,979 4,946 - 97,003  4.89
Securities held-to-maturity - - - - 25289 36,152 - 61,441 432
Other assets - - - - - 1,292 - 1,292 -
Total assets 510,000 = - 10,078 107,268 42,430 - 669,776
Liabilities and Islamic
Banking Fund
Deposits from customers 375,407 - - - - - - 375,407 330
Deposits and placements
of banks and other
financial institutions 232,470 - - - - - - 232470 330
Other non-yield/
profit sensitive balances - - - - - 49,075 - 49,075 -
Total liabilities 607,877 - - - - 49,075 - 656,952
Islamic banking capital fund - - - - - 5,000 - 5,000 -
Reserves - - - - - 7,824 - 7,824 -
Total Islamic Banking Fund - - - - - 12,824 - 12,824
Total liabilities and
Islamic Banking Fund 607,877 - - - - 61,899 - 669,776
Total yield/profit rate
sensitivity gap (97,877) - - 10,078 107,268 (19,469) - -
Cumulative yield/profit rate
sensitivity gap (97,877) (97,877) (97,877) (87,799) 19,469 - -
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39. THE OPERATIONS OF ISLAMIC BANKING SCHEME (IBS) (cont’d)

(a)

(s)

FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

The estimated fair values of those on-balance sheet financial assets and financial liabilities as at the balance
sheet date, which are considered short term in maturity, approximate their carrying amounts as shown in
the balance sheet.

ALLOCATION OF INCOME

The policy of allocation of income to the various types of deposits and investments is subject to
“The Framework of 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 institution in calculating and
deriving the rate of return for the depositors.

SHARIAH COMMITTEE

The operation of IBS is governed by Section 124(3) of the Banking and Financial Institutions Act, 1989
(the Act), which stipulates that “any licensed institution carrying on Islamic financial business, in addition
to its existing licensed business may, from time to time seek the advise of the Shariah Advisory Council
(SAC) established under subsection (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 BNM/GPS 1, stipulates that “Every Islamic institution is required to establish a Shariah Committee”

Based on the above, the duties and responsibilities of the Group’s and the Bank’s Shariah Committee are to
advise on the overall Islamic Banking operations of the Group’s and the Bank’s business in order to ensure
compliance with the Shariah requirements.

The roles of the Shariah Committee in monitoring the Group’s and the Bank'’s activities include:

(i)  To advise the Board on Shariah matters in its business operations

(ii)  To endorse Shariah Compliance Manuals

(iii) To endorse and validate relevant documentations

(iv) To assist related parties on Shariah matters for advice upon request

(v)  To advise on matters to be referred to the SAC

(vi)  Provide written Shariah opinion:

- When the Group and the Bank make references to SAC of BNM for advice on unresolved
Shariah issues.

- When the Group and the Bank submit applications to BNM for new products approvals.
(vii) Assistin providing explanation on matters referred to BNM or SAC of BNM at their request.
(viii) Participate in the in-house training programmes of the Group and the Bank.

The Group and the Bank presently have three Shariah Consultants.
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