Company No: 13491-P

CIMB Bank Berhad

(Incorporated in Malaysia)

Summary of Significant Accounting Policies
for the financial year ended 31 December 2009

The following accounting policies have been used consistently in dealing with items that are
considered material in relation to the Financial Statements.

A Basis of preparation

The Financial Statements of the Group and the Bank are prepared under the historical cost
convention, modified by the revaluation of available-for-sale securities, securities held for trading,
all derivative contracts, investment properties and non-current assets/disposal groups held for sale.

The Financial Statements of the Group and the Bank have been prepared in accordance with the
Financial Reporting Standards, MASB Approved Accounting Standards in Malaysia for Entities
Other Than Private Entities, Bank Negara Malaysia (“BNM”) Guidelines, Shariah requirements
and the provisions of the Companies Act, 1965.

The Financial Statements incorporate those activities relating to Islamic banking which have
been undertaken by the Bank and its wholly-owned subsidiaries, CIMB Islamic Bank Berhad
(“CIMB Islamic”) and CIMB Bank (L) Limited. Islamic banking refers generally to the
acceptance of deposits, granting of financing and dealing in Islamic Securities under the Shariah
principles.

BNM has granted indulgence to the Group and the Bank and other local banks in Malaysia from
complying with the requirements on the impairment of loans under the revised ‘Guideline on
Financial Reporting for Licensed Institutions’ (“BNM/GP8”). Paragraph 4, Appendix A of the
revised BNM/GP8 requires the impaired loans to be measured at their estimated recoverable
amount. This requirement is principally similar to the requirement under FRS 139 — Financial
Instruments: Recognition and Measurement. In 2008, BNM issued a revised circular on
BNM/GP3 which requires impaired credit facilities to be measured at their recoverable amount.
This requirement supersedes paragraph 4, Appendix A of the revised BNM/GPS. In view of the
implementation of FRS 139 in Malaysia with effect from 1 January 2010, the Group and the
Bank and other local banks in Malaysia will be deemed to be in compliance with the requirement
on the impairment of loans under the revised BNM/GP8 if the allowance for non-performing
loans, advances and financing is computed based on BNM’s guidelines on the ‘Classification of
Non-Performing Loans and Provision for Substandard, Bad and Doubtful Debts’ (“BNM/GP3”)
requirements.
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Summary of Significant Accounting Policies
for the financial year ended 31 December 2009 (continued)

A Basis of preparation (Continued)

The preparation of Financial Statements in conformity with the provisions of the Companies Act,
1965, Financial Reporting Standards and Bank Negara Malaysia Guidelines requires the use of
certain critical accounting estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the Financial
Statements, and the reported amounts of income and expenses during the reported period. It also
requires the Directors to exercise their judgement in the process of applying the Group’s and the
Bank’s accounting policies. Although these estimates and judgement are based on the Directors’
best knowledge of current events and actions, actual results may differ from those estimates.

The areas involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the Financial Statements, are disclosed in Note 51.

(@) Standards, amendments to published standards and interpretations that are
effective and applicable to the Group and Bank

There were no new accounting standards, amendments to published standards and interpretations

that were effective and applicable to the Group and the Bank for the financial year ended 31
December 2009.
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Summary of Significant Accounting Policies
for the financial year ended 31 December 2009 (continued)

A
(b)

Basis of preparation (Continued)

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective

The new and revised standards, amendments to published standards and interpretations that are
applicable to the Group but which the Group and the Bank have not early adopted, are as
follows:

The revised FRS 3 "Business combinations" (effective prospectively from 1 July 2010).
The revised standard continues to apply the acquisition method to business combinations,
with some significant changes. For example, all payments to purchase a business are to
be recorded at fair value at the acquisition date, with contingent payments classified as
debt subsequently re-measured through the income statement. There is a choice on an
acquisition-by-acquisition basis to measure the non-controlling interest in the acquiree
either at fair vale or at the non-controlling interest’s proportionate share of the acquiree’s
net assets. All acquisition-related costs should be expensed. The Group and the Bank will
apply this standard from financial years beginning on or after 1 January 2011.

FRS 8 "Operating Segments" (effective from 1 July 2009) replaces FRS 114,094 Segment
Reporting. The new standard requires a ‘management approach’, under which segment
information is reported in a manner that is consistent with the internal reporting provided
to the chief operating decision-maker. The improvement to FRS 8 (effective from 1
January 2010) clarifies that entities that do not provide information about segment assets
to the chief operating decision-maker will no longer need to report this information.
Prior year comparatives must be restated. The Group and the Bank will apply this
standard from financial years beginning on or after 1 January 2010.

The revised FRS 101 “Presentation of financial statements” (effective from 1 January
2010) prohibits the presentation of items of income and expenses (that is, ‘non-owner
changes in equity’) in the statement of changes in equity. ‘Non-owner changes in equity’
are to be presented separately from owner changes in equity. All non-owner changes in
equity will be required to be shown in a performance statement, but entities can choose
whether to present one performance statement (the statement of comprehensive income)
or two statements (the income statement and statement of comprehensive income).

Where entities restate or reclassify comparative information, they will be required to
present a restated balance sheet as at the beginning comparative period in addition to the
current requirement to present balance sheets at the end of the current period and
comparative period. The Group and the Bank will apply this standard from financial
years beginning on or after 1 January 2010.
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Summary of Significant Accounting Policies
for the financial year ended 31 December 2009 (continued)

A
(b)

Basis of preparation (Continued)

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective
(Continued)

The revised FRS 127 "Consolidated and separate financial statements" (effective
prospectively from 1 July 2010) requires the effects of all transactions with non-
controlling interests to be recorded in equity if there is no change in control and these
transactions will no longer result in goodwill or gains and losses. The standard also
specifies the accounting when control is lost. Any remaining interest in the entity is re-
measured to fair value, and a gain or loss is recognised in profit or loss. The Group and
the Bank will apply this standard from financial years beginning on or after 1 January
2011.

FRS 139 “Financial Instruments: Recognition and Measurement” (effective from 1
January 2010) establishes principles for recognising and measuring financial assets,
financial liabilities and some contracts to buy and sell non-financial items. Hedge
accounting is permitted under strict circumstances. The amendments to FRS 139 provide
further guidance on eligible hedged items. The amendment provides guidance for two
situations. On the designation of a one-sided risk in a hedged item, the amendment
concludes that a purchased option designated in its entirety as the hedging instrument of a
one-sided risk will not be perfectly effective. The designation of inflation as a hedged
risk or portion is not permitted unless in particular situations. The improvement to FRS
139 clarifies that the scope exemption in FRS 139 only applies to forward contracts but
not options for business combinations that are firmly committed to being completed
within a reasonable timeframe. The Group and the Bank will apply this standard from
financial years beginning on or after 1 January 2010.
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Summary of Significant Accounting Policies
for the financial year ended 31 December 2009 (continued)

A
(b)

Basis of preparation (Continued)

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective
(Continued)

IC Interpretation 9 "Reassessment of Embedded Derivatives" (effective from 1 January
2010) requires an entity to assess whether an embedded derivative is required to be
separated from the host contract and accounted for as a derivative when the entity first
becomes a party to the contract. Subsequent reassessment is prohibited unless there is a
change in the terms of the contract that significantly modifies the cash flows that
otherwise would be required under the contract, in which case reassessment is required.
The improvement to IC Interpretation 9 (effective from 1 July 2010) clarifies that this
interpretation does not apply to embedded derivatives in contracts acquired in a business
combination, businesses under common control or the formation of a joint venture. The
Group and the Bank will apply this standard from financial years beginning on or after 1
January 2010.

FRS 7 “Financial instruments: Disclosures” (effective from 1 January 2010) provides
information to users of financial statements about an entity’s exposure to risks and how
the entity manages those risks. The improvement to FRS 7 clarifies that entities must not
present total interest income and expense as a net amount within finance costs on the face
of the income statement. The Group and the Bank will apply this standard from financial
years beginning on or after 1 January 2010.

The Group has applied the transitional provision in the respective standards which exempts
entities from disclosing the possible impact arising from the initial application of the following
standards and interpretations on the financial statements of the Group and the Bank.

FRS 139, Amendments to FRS 139 on eligible hedged items, Improvement to FRS 139 and
IC Interpretation 9
FRS 7 and Improvement to FRS 7

BNM has also prescribed the use of an alternative basis for collective assessment of impairment
for a transitional period for purpose of complying with the collective assessment of impairment
requirement in FRS 139.
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Summary of Significant Accounting Policies
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A
(b)

Basis of preparation (Continued)

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective
(Continued)

The amendment to FRS 2 "Share-based payment: Vesting conditions and cancellations"
(effective from 1 January 2010) deals with vesting conditions and cancellations. It
clarifies that vesting conditions are service conditions and performance conditions only.
Other features of a share-based payment are not vesting conditions. These features
would need to be included in the grant date fair value for transactions with employees
and others providing similar services; they would not impact the number of awards
expected to vest or valuation there of subsequent to grant date. All cancellations, whether
by the entity or by other parties, should receive the same accounting treatment. The
improvement to FRS 2 (effective from 1 July 2010) clarifies that contributions of a
business on formation of a joint venture and common control transactions are outside the
scope of FRS 2. The Group and the Bank will apply this standard from financial years
beginning on or after 1 January 2010.

The amendments to FRS 132 “Financial instruments: Presentation” and FRS 101(revised)
“Presentation of financial statements” - “Puttable financial instruments and obligations
arising on liquidation” (effective from 1 January 2010) require entities to classify
puttable financial instruments and instruments that impose on the entity an obligation to
deliver to another party a prorata share of the net assets of the entity only on liquidation
as equity, if they have particular features and meet specific conditions. The Group and the
Bank will apply this standard from financial years beginning on or after 1 January 2010.
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Summary of Significant Accounting Policies
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A
(b)

Basis of preparation (Continued)

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective
(Continued)

IC Interpretation 10 "Interim Financial Reporting and Impairment” (effective from 1
January 2010) prohibits the impairment losses recognised in an interim period on
goodwill and investments in equity instruments and in financial assets carried at cost to
be reversed at a subsequent balance sheet date. The Group and the Bank will apply this
standard from financial years beginning on or after 1 January 2010.

IC Interpretation 11 "FRS 2 Group and treasury share transactions" (effective from 1
January 2010) provides guidance on whether share-based transactions involving treasury
shares or involving group entities should be accounted for as equity-settled or cash-
settled share-based payment transactions in the stand-alone accounts of the parent and
group companies. The Group and the Bank will apply this standard from financial years
beginning on or after 1 January 2010.

IC Interpretation 13 "Customer loyalty programmes" (effective from 1 January 2010)
clarifies that where goods or services are sold together with a customer loyalty incentive,
the arrangement is a multiple-element arrangement and the consideration receivable from
the customer is allocated between the components of the arrangement using fair values.
The Group and the Bank will apply this standard from financial years beginning on or
after 1 January 2010.

IC Interpretation 14 "FRS 119 The limit on a defined benefit asset, minimum funding
requirements and their interaction" (effective from 1 January 2010) provides guidance on
assessing the limit in FRS 119 on the amount of the surplus that can be recognised as an
asset. The Group and the Bank will apply this standard from financial years beginning on
or after 1 January 2010.

IC Interpretation 16 "Hedges of a net investment in a foreign operation" (effective from 1
July 2010) clarifies the accounting treatment in respect of net investment hedging. This
includes the fact that net investment hedging relates to differences in functional currency
not presentation currency, and hedging instruments may be held by any entity in the
group. The requirements of FRS 121 "The effects of changes in foreign exchange rates"
do apply to the hedged item. The Group and the Bank will apply this standard from
financial years beginning on or after 1 January 2011.
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A
(b)

Basis of preparation (Continued)

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective
(Continued)

IC Interpretation 17 "Distribution of non-cash assets to owners" (effective from 1 July
2010) provides guidance on accounting for arrangements whereby an entity distributes
non-cash assets to shareholders either as a distribution of reserves or as dividends. FRS 5
has also been amended to require that assets are classified as held for distribution only
when they are available for distribution in their present condition and the distribution is
highly probable. The Group and the Bank will apply this standard from financial years
beginning on or after 1 January 2011.

The following amendments are part of the Malaysian Accounting Standards Board’s (“MASB”)
improvements project:

FRS 5 “Non-current assets held for sale and discontinued operations”

- Improvement effective from 1 January 2010 clarifies that FRS 5 disclosures apply to
non-current assets or disposal groups that are classified as held for sale and
discontinued operations.

- Improvement effective from 1 July 2010 clarifies that all of a subsidiary's assets and
liabilities are classified as held for sale if a partial disposal sale plan results in loss of
control. Relevant disclosure should be made for this subsidiary if the definition of a
discontinued operation is met.

The Group and the Bank will apply this standard from financial years beginning on or

after 1 January 2010 and 2011, respectively.

FRS 107 “Statement of cash flows” (effective from 1 January 2010) clarifies that only
expenditure resulting in a recognised asset can be categorised as a cash flow from
investing activities. The Group and the Bank will apply this standard from financial years
beginning on or after 1 January 2010.

FRS 110 “Events after the balance sheet date” (effective from 1 January 2010) reinforces
existing guidance that a dividend declared after the reporting date is not a liability of an
entity at that date given that there is no obligation at that time. The Group and the Bank
will apply this standard from financial years beginning on or after 1 January 2010.
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A
(b)

Basis of preparation (Continued)

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective
(Continued)

FRS 116 “Property, plant and equipments” (consequential amendment to FRS 107
“Statement of cash flows”) (effective from 1 January 2010) requires entities whose
ordinary activities comprise of renting and subsequently selling assets to present
proceeds from the sale of those assets as revenue and should transfer the carrying amount
of the asset to inventories when the asset becomes held for sale. A consequential
amendment to FRS 107 states that cash flows arising from purchase, rental and sale of
those assets are classified as cash flows from operating activities. The Group and the
Bank will apply this standard from financial years beginning on or after 1 January 2010.

FRS 117 “Leases” (effective from 1 January 2010) clarifies that the default classification
of the land element in a land and building lease is no longer an operating lease. As a
result, leases of land should be classified as either finance or operating, using the general
principles of FRS 117. The Group and the Bank will apply this standard from financial
years beginning on or after 1 January 2010.

FRS 118 “Revenue” (effective from 1 January 2010) provides more guidance when
determining whether an entity is acting as a ‘principal’ or as an ‘agent’. The Group and
the Bank will apply this standard from financial years beginning on or after 1 January
2010.

FRS 119 “Employee benefits” (effective from 1 January 2010) clarifies that a plan
amendment that results in a change in the extent to which benefit promises are affected
by future salary increases is a curtailment, while an amendment that changes benefits
attributable to past service gives rise to a negative past service cost if it results in a
reduction in the present value of the defined benefit obligation. The definition of return
on plan assets has been amended to state that plan administration costs are deducted in
the calculation of return on plan assets only to the extent that such costs have been
excluded from measurement of the defined benefit obligation. The Group and the Bank
will apply this standard from financial years beginning on or after 1 January 2010.

FRS 127 “Consolidated & separate financial statements” (effective from 1 January 2010)
clarifies that where an investment in a subsidiary that is accounted for under FRS 139 is
classified as held for sale under FRS 5, FRS 139 would continue to be applied. The
Group and the Bank will apply this standard from financial years beginning on or after 1
January 2010.
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A
(b)

Basis of preparation (Continued)

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective
(Continued)

FRS 128 “Investments in associates” (effective from 1 January 2010) clarifies that an
investment in an associate is treated as a single asset for impairment testing purposes.
Reversals of impairment are recorded as an adjustment to the carrying amount of the
investment to the extent that the recoverable amount of the associate increases. The
Group and the Bank will apply this standard from financial years beginning on or after 1
January 2010.

FRS 128 “Investments in associates" and FRS 131 "Interests in joint ventures”
(consequential amendments to FRS 132 “Financial instruments: Presentation” and FRS 7
“Financial instruments: Disclosure”) (effective from 1 January 2010) clarify that where
an investment in associate or joint venture is accounted for in accordance with FRS 139,
only certain, rather than all disclosure requirements in FRS 128 or FRS 131 need to be
made in addition to disclosures required by FRS 132 and FRS 7. The Group and the Bank
will apply this standard from financial years beginning on or after 1 January 2010.

FRS 134 “Interim financial reporting” (effective from 1 January 2010) clarifies that basic
and diluted earnings per share (“EPS”) must be presented in an interim report only in the
case when the entity is required to disclose EPS in its annual report. The Group and the
Bank will apply this standard from financial years beginning on or after 1 January 2010.

FRS 136 “Impairment of assets” (effective from 1 January 2010) clarifies that the largest
cash-generating unit (or group of units) to which goodwill should be allocated for the
purposes of impairment testing is an operating segment before the aggregation of
segments with similar economic characteristics. The improvement also clarifies that
where fair value less costs to sell is calculated on the basis of discounted cash flows,
disclosures equivalent to those for value in use should be made. The Group and the Bank
will apply this standard from financial years beginning on or after 1 January 2010.
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A Basis of preparation (Continued)

(b)  Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and the Bank but not yet effective
(Continued)

° FRS 138 “Intangible Assets”

- Improvement effective from 1 January 2010 clarifies that a prepayment may only be
recognised in the event that payment has been made in advance of obtaining right of
access to goods or receipt of services. This means that an expense will be recognised
for mail order catalogues when the entity has access to the catalogues and not when
the catalogues are distributed to customers. It confirms that the unit of production
method of amortisation is allowed.

- Improvement effective from 1 July 2010 clarifies that a group of complementary
intangible assets acquired in a business combination is recognised as a single asset if
the individual asset has similar useful lives.

The Group and the Bank will apply this standard from financial years beginning on or

after 1 January 2010.

o FRS 140 “Investment property” (effective from 1 January 2010) requires assets under
construction/development for future use as investment property to be accounted as
investment property rather than property, plant and equipment. Where the fair value
model is applied, such property is measured at fair value. However, where fair value is
not reliably measurable, the property is measured at cost until the earlier of the date
construction is completed and fair value becomes reliably measurable. It also clarifies
that if a valuation obtained for an investment property held under lease is net of all
expected payments, any recognised lease liability is added back in order to determine the
carrying amount of the investment property under the fair value model. The Group and
the Bank will apply this standard from financial years beginning on or after 1 January
2010.

The adoption of the above new standards, amendments to standards and IC Interpretations are
not expected to have a material impact on the Group’s and the Bank’s Financial Statements for
the financial year ending 31 December 2010.
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B Economic entities in the Group
(@) Subsidiaries

The Bank treats as subsidiaries, those corporations, partnerships or other entities (including special
purpose entities) in which the Bank has the power to exercise control over the financial and
operating policies so as to obtain benefits from their activities, generally accompanying a
shareholding of more than half of the voting rights. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered when assessing whether the Bank
controls another entity.

Investment in subsidiaries is stated at cost less accumulated impairment losses. Where there is an
indication of impairment, the carrying amount of the investment is assessed. A write down is
made if the carrying amount exceeds its recoverable amount.

External costs directly attributable to an acquisition, other than the costs of issuing shares and other
capital instruments, are included as part of the cost of acquisition.

The consolidated Financial Statements include the Financial Statements of the Bank and all its
subsidiaries made up to the end of the financial year.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group and de-
consolidated from the date that control ceases. Subsidiaries are consolidated using the purchase
method of accounting, except for business combinations involving entities or businesses under
common control with agreement dates on or after 1 January 2006, which are accounted for using the
pooling-of-interests method.

Under the purchase method of accounting, the results of subsidiaries acquired or disposed of during
the year are included from the date of acquisition up to the date of disposal. The cost of an
acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of the
extent of any minority interest. The excess of the cost of acquisition over the fair value of the
Group’s share of the identifiable assets, liabilities and contingent liabilities acquired at the date of
acquisition is reflected as goodwill. If the cost of acquisition is less than the fair value of the assets,
liabilities and contingent liabilities of the subsidiary acquired, the difference is recognised directly in
the income statement.
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B Economic entities in the Group (Continued)
(@) Subsidiaries (Continued)

Minority interest represents that portion of the profit or loss and net assets of a subsidiary
attributable to equity interests that are not owned, directly or indirectly through subsidiaries, by the
parent. 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 that date.

The Directors note that business combinations involving entities or businesses under common
control are outside the scope of FRS 3 — Business Combinations and that there is no guidance
elsewhere in FRS covering such transactions. FRS contain specific guidance to be followed where a
transaction falls outside the scope of FRS. This guidance is included in paragraphs 10 to 12 of FRS
108 — Accounting Policies, Changes in Accounting Estimates and Errors. This requires, inter alia,
that where FRS does not include guidance for a particular issue, the Directors may also consider the
most recent pronouncements of other standard-setting bodies that use a similar conceptual
framework to develop accounting standards. In this regard, it is noted that the United States
Financial Accounting Standards Board (“FASB”) has issued an accounting standard covering
business combinations (“FAS 141”) that is similar in a number of respects to FRS 3.

In contrast to FRS 3, FAS 141 does include, as an Appendix, limited accounting guidance for
transactions under common control which, as with FRS 3, are outside the scope of that accounting
standard. The guidance contained in FAS 141 indicates that a form of accounting that is similar to
pooling-of-interests method may be used when accounting for transactions under common control.

Having considered the requirements of FRS 108 and the guidance included within FAS 141, the
Directors consider appropriate to use a form of accounting which is similar to pooling-of-interests
when dealing with business combinations involving entities or businesses under common control.

Under the pooling-of-interests method of accounting, the results of entities or businesses under
common control are presented as if the merger had been effected throughout the current and
previous years. The assets and liabilities combined are accounted for based on the carrying amounts
from the perspective of the common control shareholder at the date of transfer. On consolidation, the
cost of the merger is cancelled with the values of the shares received. Any resulting credit difference
is classified as equity and regarded as a non-distributable reserve. Any resulting debit difference is
adjusted against any suitable reserve. Any share premium, capital redemption reserve and any other
reserves which are attributable to share capital of the merged enterprises, to the extent that they have
not been reduced by a debit difference, are reclassified and presented as movement in other capital
reserve.
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B Economic entities in the Group (Continued)
(@) Subsidiaries (Continued)

All material transactions and balances between group companies are eliminated and the consolidated
Financial Statements reflect external transactions only. Where necessary, the accounting policies of
subsidiaries have been changed to ensure consistency with the policies adopted by the Group.

Where more than one exchange transaction is involved, any adjustment to the fair values of the
subsidiary’s identifiable assets, liabilities and contingent liabilities relating to previously held
interests of the Group is accounted for as a revaluation.

The gain or loss on disposal of a subsidiary is the difference between net disposal proceeds and the
Group’s share of its net assets as of the date of disposal including the cumulative amount of any
exchange differences that relate to the subsidiary, and is recognised in the consolidated income
statement.

(b) Investment in jointly controlled entity

The Group treats as a jointly controlled entity, corporations, partnerships or other entities over
which there is contractually agreed sharing of control by the Group with one or more parties
where the strategic financial and operating decisions relating to the entities require unanimous
consent of the parties sharing control.

Investment in a jointly controlled entity is stated at cost less accumulated impairment losses.
Where there is an indication of impairment, the carrying amount of the investment is assessed. A
write down is made if the carrying amount exceeds its recoverable amount.

The Group’s interest in jointly controlled entities is accounted for in the consolidated Financial
Statements by the equity method of accounting.

Equity accounting involves recognising the Group’s share of the post acquisition results of the
joint venture in the income statement and its share of post acquisition movements within reserves
in reserves. The cumulative post acquisition movements are adjusted against the cost of the
investment and include goodwill on acquisition, net of accumulated impairment loss (if any).
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B Economic entities in the Group (Continued)
(©) Investment in associates

The Group treats as associates, corporations, partnerships or other entities in which the Group
exercises significant influence, but which it does not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Significant influence is the power to
participate in the financial and operating policy decisions of the associates but not the power to
exercise control over those policies.

Investments in associates are stated at cost adjusted for goodwill identified on acquisition less
accumulated impairment losses. Where an indication of impairment exists, the carrying amount of
the investment is assessed and written down to its recoverable amount.

Investments in associates are accounted for in the consolidated Financial Statements by the equity
method of accounting.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the income
statement, and its share of post-acquisition movements in reserves is recognised in reserves. The
cumulative post-acquisition movements are adjusted against the carrying amount of the
investment. When the Group’s share of losses in an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the Group does not recognise further
losses, unless it has incurred obligations or made payments on behalf of the associate.

C Recognition of profit income and interest income

Interest income on financial assets is recognised on an accrual basis. Interest earned on hire
purchase, leasing and block discounting agreements is spread over the terms of the loans, using the
“Sum-of-Digit” method so as to produce a constant periodic rate of interest. Accretion of discount
and amortisation of premium for securities are recognised on an effective yield basis.

Where an account is classified as non-performing, interest accrued and recognised as income prior to
the date the loans are classified as non-performing are reversed out of income and set off against the
accrued interest receivable amount in the balance sheet. Subsequently, the interest earned on non-
performing loans is recognised as income on a cash basis instead of being accrued and suspended at
the same time as prescribed previously. Customers’ accounts are classified as non-performing where
repayments are in arrears for 3 months or more from the first day of default for loans and overdrafts,
and after 3 months from maturity date for trade bills, bankers’ acceptances and trust receipts.
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C Recognition of profit income and interest income (Continued)

The Group’s policy on recognition of interest/profit income on loans, advances and financing is in
conformity with BNM/GP3 and the revised BNM/GPS8 for Malaysian banking entities, while foreign
banking entities are in conformity with the requirements of their respective central banks.

Income from Islamic banking business is recognised on an accrual basis in accordance with the
principles of Shariah.

D Recognition of fees and other income

Loans, advances and financing arrangement fees and commissions are recognised as income when
all conditions precedent are fulfilled.

Commitment fees, guarantee fees, portfolio management fees and income from asset management
and securities services which are material are recognised as income based on a time apportionment
method.

Brokerage fees are recognised as income based on inception of such transactions.

Dividends are recognised when the right to receive payment is established.

E Allowances for bad and doubtful debts and financing

Specific allowances are made for doubtful debts and financing which have been individually
reviewed and specifically identified as bad or doubtful.

A general allowance based on a percentage of the loans portfolio is also made to cover possible
losses which are not specifically identified.

An uncollectible loan or portion of a loan classified as bad is written off after taking into
consideration the realisable value of collateral, if any, when in the judgement of the management,
there is no prospect of recovery.

The Bank’s and the Malaysian banking subsidiaries’ allowances for non-performing loans and
financing is in conformity with the requirements of BNM/GP3 and revised BNM/GPS.
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F Sale and repurchase agreements

Securities purchased under resale agreements are securities which the Group and the Bank had
purchased with a commitment to re-sell at future dates. The commitment to re-sell 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 their portfolio, with a commitment to repurchase at future dates.
Such financing transactions and the obligation to repurchase the securities are reflected as a liability
on the balance sheet.

The difference between sale and repurchase price as well as purchase and resale price is treated
as interest and accrued over the life of the resale/repurchase agreement using the effective yield
method.

G Securities

The Group and the Bank classify their securities portfolio into the following categories: securities
held for trading, available-for-sale securities and held-to-maturity securities. Management
determines the classification of securities at initial recognition.

(@ Securities held for trading

This category comprises securities held for trading and those designated at fair value through
profit or loss at inception. Securities are classified into this category if acquired principally
for the purpose of selling in the short term or if so designated by management. Derivatives
are also categorised as held for trading unless they are designated as hedges.

Pursuant to the amendments to the revised BNM/GP8 guidelines, the Bank and its banking
subsidiaries are permitted by BNM for the period from 1 July 2008 to 31 December 2009 to
reclassify non-derivatives held for trading securities into held-to-maturity securities or
available-for-sale securities.

Reclassifications are made at the fair value at the date of the reclassification. The fair values
of the securities becomes the new cost or amortised cost as applicable, and no reversals of
fair value gains or losses recorded before the reclassification date are subsequently made.
The effective interest rates for the securities reclassified to held-to-maturity category are
determined at the reclassification date. Further changes in estimates of future cash flows are
recognised as an adjustment to the effective interest rates.
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G Securities (Continued)

(b)  Available-for-sale securities

Available-for-sale securities are those intended to be held for an indefinite period of time,
which may be sold in response to needs for liquidity or changes in interest rates, exchange
rates or equity prices.

(© Held-to-maturity securities

Held-to-maturity securities are non-derivative instruments with fixed or determinable
payments and fixed maturities that the Group’s and the Bank’s management has the positive
intent and ability to hold to maturity. If the Group or the Bank sell other than an insignificant
amount of held-to-maturity securities, the entire category will be tainted and reclassified as
available-for-sale securities.

Securities are initially recognised at fair value plus transaction costs for all securities not carried at
fair value through profit or loss and securities not held for trading. Securities are derecognised when
the rights to receive cash flows from the securities have expired or where the Group or the Bank
have transferred substantially all risks and rewards of ownership.

Securities held for trading and available-for-sale securities are subsequently carried at fair value,
except for investments in equity instruments that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured in which case the investments are stated at
cost. Gains and losses arising from changes in the fair value of the securities held for trading
category are included in the income statement in the period which they arise. Gains and losses
arising from changes in fair value of available-for-sale securities are recognised directly in equity,
until the securities are derecognised or impaired at which time the cumulative gains or loss
previously recognised in equity are recognised in the income statement.

Held-to-maturity securities are subsequently measured at amortised cost using the effective interest
method. Gains or losses arising from the de-recognition or impairment of the securities are
recognised in the income statement.

Interest from securities held for trading, available-for-sale securities and held-to-maturity securities
is calculated using the effective interest method and is recognised in the income statement.
Dividends from available-for-sale equity instruments are recognised in the income statement when
the entity’s right to receive payment is established.

The fair values of quoted securities are based on quoted prices in active markets. If the market for an
instrument is not active and for unquoted securities, the Group and the Bank establish fair value by
using valuation techniques. These include the use of recent arm’s length transactions, discounted
cash flow analysis, option pricing models and other valuation techniques commonly used by market
participants.
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H Derivative financial instruments and hedge accounting

Derivatives are initially recognised at fair value on the date on which a derivative contract is entered
into and are subsequently remeasured at their fair values. Fair values are obtained from quoted
market prices in active markets, including recent market transactions, and valuation techniques,
including discounted cash flow models and option pricing models, as appropriate. All derivatives
are carried as assets when fair value is positive and as liabilities when fair value is negative.
Changes in the fair value of any derivatives that do not qualify for hedge accounting are recognised
immediately in the income statement.

The best evidence of fair value of a derivative at initial recognition is the transaction price (i.e. the
fair value of the consideration given or received) unless the fair value of the instrument is evidenced
by comparison with other observable current market transactions in the same instrument (i.e. without
modification or repackaging) or based on a valuation technique whose variables include only data
from observable markets. When such evidence exists, the Group and the Bank recognise profit/loss
immediately.

The method of recognising the resulting fair value gain or loss depends on whether the derivative
is designated as a hedging instrument, and if so, the nature of the item being hedged. The Group
and the Bank designate certain derivatives as either: (1) hedges of the fair value of recognised
assets or liabilities or firm commitments (fair value hedge) or (2) hedges of highly probable
future cash flows attributable to a recognised asset or liability, or a forecasted transaction (cash
flow hedge) or (3) hedges of a net investment in a foreign operation (net investment hedge).
Hedge accounting is used for derivatives designated in this way provided certain criteria are met.

At the inception of the transaction, the Group and the Bank document the relationship between
hedging instruments and hedged items, as well as their risk management objective and strategy
for undertaking various hedge transactions. The Group and the Bank also document their
assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are
used in hedging transactions are highly effective in offsetting changes in fair values or cash
flows of hedged items.

(@) Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value
hedges are recorded in the income statement, together with any changes in the fair value
of the hedged assets or liabilities that are attributable to the hedged risk.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the
carrying amount of a hedged item for which the effective interest method is used is
amortised to the income statement over the period to maturity. The adjustment to the
carrying amount of a hedged equity security remains in retained earnings until the
disposal of the equity security.
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H
(b)

(©)

(d)

Derivative financial instruments and hedge accounting (Continued)
Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and
qualify as cash flow hedges are recognised in equity. The gain and loss relating to the
ineffective portion is recognised immediately in the income statement. Amounts
accumulated in equity are recycled to the income statement in the periods in which the
hedged item will affect the income statement.

When a hedging instrument expires or is sold, or when a hedge no longer meets the
criteria for hedge accounting, any cumulative gain or loss existing in equity at that time
remains in equity and is recognised when the forecast transaction is ultimately recognised
in the income statement. When a forecast transaction is no longer expected to occur, the
cumulative gain or loss that was reported in equity is immediately transferred to the
income statement.

Net investment hedge

Hedges of net investments in foreign operations are accounted for similarly to cash flow
hedges. Any gain or loss on the hedging instrument relating to the effective portion of the
hedge is recognised in equity. The gain or loss relating to the ineffective portion is

recognised immediately in the income statement.

Gains and losses accumulated in the equity are included in the income statement when
the foreign operation is partially disposed or sold.

Derivatives that do not qualify for hedge accounting
Certain derivative instruments do not qualify for hedge accounting. Changes in the fair

value of any derivative instrument that does not qualify for hedge accounting are
recognised immediately in the income statement.
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I Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the
items. 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 Bank and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and maintenance costs are charged to
the income statement during the financial period in which they are incurred.

Freehold land is not depreciated as it has an infinite life. Other property, plant and equipment are
depreciated on a straight line basis to write off the cost of the assets to their residual values over their
estimated useful lives, summarised as follows:

Building on freehold land 40 years
Building on leasehold land 40 years or over the balance period of the lease, whichever is
shorter
Office equipment, furniture and fittings:
- office equipment 5 years
- furniture and fixtures 10 years
Renovations to rented premises 5 years or over the period of the tenancy, whichever is shorter
Computer equipment:
- servers and hardware 3 years
- ATM machine 5 years
Computer equipment under lease 3 years or over the period of the lease, whichever is shorter
Motor vehicles 5 years

Depreciation on assets under construction commences when the assets are ready for their
intended use.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date.

Property, plant and equipment are reviewed for impairment at each balance sheet date and
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. Where the carrying amount of an asset is greater than its estimated recoverable
amount, it is written down to its recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amounts
and are included in non-interest income.
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J Intangible assets
(@) Goodwill

Goodwill arises on business combinations when the cost of acquisition exceeds the fair value of
the Bank’s share of the identifiable assets, liabilities and contingent liabilities acquired. Gains
and losses on the disposal of an entity include the carrying amount of goodwill relating to the
entity sold.

Goodwill is allocated to cash-generating units (“CGU”) for the purpose of impairment testing.
Goodwill is tested annually for impairment and carried at cost less accumulated impairment
losses. Impairment losses on goodwill are not reversed. Impairment testing is performed
annually by comparing the present value of the CGU’s projected cash flows against the carrying
amount of its net assets which include the allocated goodwill. The allocation is made to those
CGUs or groups of CGUs that are expected to benefit from the synergies of the business
combination in which the goodwill arose. The Group and the Bank allocate goodwill to each
business unit (Note 17).

Goodwill on acquisitions of associates and jointly controlled entities respectively are included in
investments in associates and jointly controlled entities. Such goodwill is tested for impairment
as part of the overall balance.

Under the current applicable approved accounting standards for business combinations, FRS 3 -
Business Combinations which apply to the accounting for business combinations for which the
agreement date is on or after 1 January 2006, the provisions of the standard are applied prospectively

and no retrospective changes in respect of accounting for business combinations prior to 1 January
2006 have been made.
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J Intangible assets (Continued)
(b)  Other intangible assets

Other intangible assets include credit card customer relationships, core deposits and computer
software. Other intangible assets are initially recognised when they are separable or arise from
contractual or other legal rights, the cost can be measured reliably and, in the case of intangible
assets not acquired in a business combination, where it is probable that future economic benefits
attributable to the assets will flow from their use. The value of intangible assets which are
acquired in a business combination is generally determined using income approach
methodologies. Acquired computer software licences are capitalised on the basis of the costs
incurred to acquire and bring to use the specific software.

Intangible assets that have an indefinite useful life, or are not yet ready for use, are tested for
impairment annually. This impairment test may be performed at any time during the year,
provided it is performed at the same time every year. An intangible asset recognised during the

current period is tested before the end of the current year.

Intangible assets that have a finite useful life are stated at cost less accumulated amortisation and
accumulated impairment losses, and are amortised over their estimated useful lives.

Intangible assets are amortised over their finite useful lives as follows:

Customer relationships:

- credit card 12 years
- revolving credit 4 years
- overdraft 6 years
- trade finance 5 years
Core deposits 8 years

Computer software:
- core and front-end systems 5 years
- others 3 years
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K Assets purchased under lease

(@) Finance lease

Assets purchased under lease which in substance transfers the risks and benefits of ownership of the
assets to the Group or the Bank are capitalised under property, plant and equipment. The assets and
the corresponding lease obligations are recorded at the lower of the present value of the minimum
lease payments or the fair value of the leased assets at the beginning of the lease term. Such leased
assets are subject to depreciation on the same basis as other property, plant and equipment.

Leases which do not meet such criteria are classified as operating lease and the related rentals are
charged to income statement as incurred.

(b) Operating lease
Leasehold land

Leasehold land that normally has an indefinite economic life and title is not expected to pass to the
lessee by the end of the lease term is treated as an operating lease. The payment made on entering
into or acquiring a leasehold land is accounted as prepaid lease payments that are amortised over the
lease term in accordance with the pattern of benefits provided.

Others

Leases of assets under which all the risks and benefits of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases are charged to the income
statement on a straight line basis over the period of the lease.

When an operating lease is terminated before the lease period has expired, any payment required to

be made to the lessor by way of penalty is recognised as an expense in the period in which
termination takes place.
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L Assets sold under lease
(@) Finance lease

When assets are sold under a finance lease, the present value of the lease payments is recognised
as a debtor. The difference between the gross debtor and the present value of the debtor is
recognised as unearned finance income. Lease income is recognised over the term of the lease
using the net investment method, which reflects a constant periodic rate of return.

(b) Operating lease

Assets leased out under operating leases are included in property, plant and equipment in the
balance sheet. They are depreciated over their expected useful lives on a basis consistent with
similar property, plant and equipment. Rental income is recognised on a straight line basis over
the lease term.

M  Bills and acceptances payable

Bills and acceptances payable represent the Group’s or the Bank's own bills and acceptances
rediscounted and outstanding in the market.

N Borrowings

Borrowings are initially recognised based on the proceeds received, net of transaction costs incurred.

In subsequent periods, borrowings are stated at amortised cost using the effective yield method; any
difference between the proceeds (net of transaction costs) and the redemption value is recognised in
the income statement over the period of the borrowings.

Preference shares, which are mandatorily redeemable on a specific date, are classified as

liabilities. The dividends on these preference shares are recognised in the income statement as
interest expense.
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@] Currency translations
(@) Functional and presentation currency

Items included in the Financial Statements of each of the Group’s entities 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, which is
the Group’s and the Bank’s functional and presentation currency.

(b) Foreign currency transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the income statement,
except when deferred in equity as qualifying cash flow hedges and qualifying net investment
hedges.

Changes in the fair value of monetary securities denominated in foreign currency classified as
available-for-sale are analysed between translation differences resulting from changes in the
amortised cost of the security and other changes in the carrying amount of the security.
Translation differences related to changes in the amortised cost are recognised in profit or loss,
and other changes in the carrying amount are recognised in equity.

Translation differences on non-monetary financial assets and liabilities, such as equity
instruments held at fair value through profit or loss, are reported as part of the fair value gain or
loss. Translation differences on non-monetary financial assets such as equities classified as
available-for-sale are included in the available-for-sale reserve in equity.
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O Currency translations (continued)
(©) Group companies

The results and financial position of all the group entities (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

o assets and liabilities for each balance sheet presented are translated at the closing rate at the
date of the balance sheet;

e income and expenses for each income statement are translated at average exchange rates
(unless this average is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are translated at the
rate on the dates of the transactions); and

o all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in
foreign operations and of borrowings and other currency instruments designated as hedges of
such investments, are taken to shareholders’ equity. When a foreign operation is partially
disposed of or sold, exchange differences that were recorded in equity are recognised in the
income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity beginning in or

after 1 January 2006 are treated as assets and liabilities of the foreign entity and translated at the
closing rate.

P Income and deferred taxes

Current tax expense is determined according to the tax laws of each jurisdiction in which the Group
operates and includes all taxes based upon the taxable profits.
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P Income and deferred taxes (continued)

Deferred income tax is recognised in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the Financial
Statements.

However, deferred income tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be
available against which the temporary differences can be utilised.

Deferred income tax is recognised on temporary differences arising on investments in subsidiaries,
associates and joint ventures except where the timing of the reversal of the temporary difference can
be controlled by the Group and it is probable that the temporary difference will not reverse in the
foreseeable future.

Deferred income tax related to fair value re-measurement of available-for-sale securities, which is
charged or credited directly to equity, is also credited or charged directly to equity and is
subsequently recognised in the income statement together with the deferred gain or loss.

Deferred income tax is determined using tax rates (and tax laws) that have been enacted or

substantially enacted by the balance sheet date and are expected to apply when the related deferred
tax asset is realised or the deferred tax liability is settled.

Q Share capital

(@ Classification
Ordinary shares and non-redeemable preference shares with discretionary dividends are
classified as equity. Other shares are classified as equity and/or liability according to the
economic substance of the particular instrument. Distributions to holders of a financial
instrument classified as an equity instrument are charged directly to equity.

(b) Share issue costs

Incremental external costs directly attributable to the issue of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds.

(© Dividends

Dividends on ordinary shares are recognised as a liability when the shareholders’ right to
receive the dividend is established.
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R
(@)

(b)

Employee benefits
Short term employee benefits

The Group and the Bank recognise a liability and an expense for bonuses. The Group and the
Bank recognise a provision where contractually obliged or where there is a past practice that
has created a constructive obligation.

Wages, salaries, paid annual leave and sick leave, bonuses, and non-monetary benefits are
accrued in the period in which the associated services are rendered by employees of the
Group and the Bank.

Post employment benefits

The Group and the Bank have various post-employment benefit schemes. These benefit
plans are either defined contribution or defined benefit plans.

Defined contribution plans

A defined contribution plan is a pension plan under which the Group and the Bank pay fixed
contributions into a separate entity (a fund) and will have no legal or constructive obligations
to pay further contributions if the fund does not hold sufficient assets to pay all employees
benefits relating to employee service in the current and prior periods.

The Group’s and the Bank’s contributions to defined contribution plans are charged to the
income statement in the period to which they relate. Once the contributions have been paid,
the Group and the Bank have no further payment obligations. Prepaid contributions are
recognised as an asset to the extent that a cash refund or a reduction in the future payments is
available.

Defined benefit plans

A defined benefit plan is a pension plan that defines an amount of pension benefit to be
provided, usually as a function of one or more factors such as age, years of services or
compensation.

The liability in respect of a defined benefit plan is the present value of the defined benefit

obligation at the balance sheet date less the fair value of plan assets, together with
adjustments for unrecognised actuarial gains/losses and past service cost.
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Employee benefits (Continued)
Post employment benefits (Continued)
Defined benefit plans (continued)

The Group and the Bank determine the present value of the defined benefit obligation and
the fair value of any plan assets with sufficient regularity such that the amounts recognised in
the Financial Statements do not differ materially from the amounts that would be determined
at the balance sheet date.

The defined benefit obligation, calculated using the projected unit credit method, is
determined by independent actuaries, considering the estimated future cash outflows using
market yields at balance sheet date of government securities which have currency and terms
to maturity that approximate the terms of the related liability.

Plan assets in excess of the defined obligation are subject to the asset limitation specified in
FRS 119 - Employee Benefits.

Actuarial gains and losses arise from experience adjustments and changes in actuarial
assumptions. The amount of net actuarial gains and losses recognised in the income
statement is determined by the corridor method in accordance with FRS 119 and is charged
or credited to income over the average remaining service lives of the related employees
participating in the defined benefit plan.

Past-service costs are recognised immediately in income, unless the changes to the plan
are conditional on the employees remaining in service for a specified period of time (the
vesting period). In this case, the past-service costs are amortised on a straight-line basis
over the vesting period.
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)

Employee benefits (Continued)
Other long term employee benefits

The cost of long term employee benefits (for example, long term service leave) is accrued to
match the rendering of the services by the employees concerned using an accounting
methodology similar to that for defined benefit plans.

Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated before
the normal retirement date or whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Group and the Bank recognise termination benefits when
they are demonstrably committed to either terminate the employment of current employees
according to a detailed formal plan without possibility of withdrawal or to provide
termination benefits as a result of an offer made to encourage voluntary redundancy. Benefits
falling due more than 12 months after the balance sheet date are discounted to their present
value.

Share-based compensation benefits
The equity compensation benefits of the Group comprise the following:

(1) Share options granted by the ultimate holding company under the Modified
Executive Employee Share Option Scheme (“EESOS”).

As allowed in the transition provisions of FRS 2 - Share-based Payment, the Group
and the Bank have elected not to apply FRS 2 to these equity instruments which were
granted:

(a) before 31 December 2004
(b) after 31 December 2004 but had vested before 1 January 2006

(i1) Management Equity Scheme (‘MES”’).
FRS 2 only applies to transactions involving a transfer of equity instruments between
shareholders and option holders, hence entitlements based on ordinary shares of the

ultimate company granted under the Management Equity Scheme (‘MES”) are out of
the scope of FRS 2.
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S Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the carrying amount of the asset exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in
use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units). Non financial assets other than
goodwill that suffered impairment are reviewed for possible reversal of the impairment at each
reporting date.

The impairment loss is charged to the income statement unless it reverses a previous revaluation in
which case it is charged to the revaluation surplus. Impairment losses on goodwill are not reversed.
In respect of other assets, any subsequent increase in recoverable amount is recognised in the income
statement unless it reverses an impairment loss on a revalued asset in which case it is taken to
revaluation surplus.

T Impairment of securities portfolio

The Group and the Bank assess at each balance sheet date whether there is objective evidence that
the securities are impaired. A security or a group of securities is impaired and impairment losses are
incurred if, and only if, there is objective evidence of impairment as a result of one or more events
that occurred after the initial recognition of the securities (a “loss event”) and that loss event has an
impact on the estimated future cash flows of the securities that can be reliably estimated.

€) Securities carried at amortised cost

If there is an objective evidence that an impairment loss on held-to-maturity instruments held
at amortised cost has been incurred, the amount of loss is measured as the difference between
the securities’ carrying amount and the present value of estimated future cash flows
discounted at the securities’ original effective interest rate. The carrying amount of the
securities is reduced through the use of an allowance account and the amount of the loss is
recognised in the income statement.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed by adjusting the allowance account. The
amount of the reversal is recognised in the income statement.
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T
(b)

U

Impairment of securities portfolio (Continued)
Securities carried at fair value

In the case of equity instruments classified as available-for-sale securities, a significant or
prolonged decline in the fair value of the security below its cost is considered in determining
whether the securities are impaired. If there is an objective evidence that an impairment loss
on available-for-sale securities has been incurred, the cumulative loss - measured as the
difference between the acquisition cost and the current fair value, less any impairment loss
on the securities previously recognised in income statement — is removed from equity and
recognised in the income statement. Impairment losses recognised in the income statement
on equity instruments are not reversed through the income statement. If, in a subsequent
period, the fair value of a debt instrument classified as available-for-sale securities increases
and the increase can be related objectively to an event occurring after the impairment was
recognised in the income statement, the impairment loss is reversed through the income
statement.

Foreclosed properties

Foreclosed properties are stated at the lower of carrying amount and fair value less cost to sell.

\Y

Provisions

Provisions are recognised by the Group and the Bank when all of the following conditions have been

met:

(i)

(i)
(iii)

the Group and the Bank have a present legal or constructive obligation as a result of past
events:

it is probable that an outflow of resources to settle the obligation will be required; and

a reliable estimate of the amount of obligation can be made.

Where the Group and the Bank expect a provision to be reimbursed, the reimbursement is
recognised as a separate asset but only when the reimbursement is virtually certain. Provisions are
not recognised for future operating losses.
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\Y/ Provisions (continued)

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present values of the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the time value of
money and risks specific to the obligation. The increase in the provision due to passage of time is
recognised as interest expense.

W  Dealers’ handling charges

Handling charges paid to hire purchase dealers are expensed off to the income statement.
X Zakat

This represents business zakat which is a contribution amount payable by CIMB Islamic Bank
Berhad (“CIMB Islamic”) to comply with the principles of Shariah. Zakat provision is calculated
based on ‘Adjusted Growth’ method, at 2.5% for individual Bumiputra shareholders of CIMB Group
Holdings Berhad, the Bank’s ultimate holding company.

Y Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, bank balances and deposit placements maturing
less than one month.

Z Compound financial instruments

Compound financial instruments contain both a liability and equity element. The Group’s and
the Bank’s compound financial instruments comprise Irredeemable Convertible Unsecured Loan
Stocks (“ICULS”) which were issued in 2001. Pursuant to the transition provisions of FRS 132 -
Financial Instruments: Disclosure and Presentation, the classification of compound instruments
into equity and liability components need to be applied only to financial instruments that are
issued during reporting periods beginning on or after 1 January 2003. Accordingly, the ICULS
continue to be classified according to their legal form i.e. as liability instruments.

On issue of a financial instrument that contains both a liability and an equity component, the fair
value of the liability portion is determined using a market interest rate for an equivalent financial
instrument; this amount is carried as liability on the amortised cost basis until extinguished on
conversion or maturity of the instrument. The remainder of the proceeds is allocated to the
conversion option which is recognised and included in shareholders’ equity; the value of the
conversion option is not changed in subsequent periods.
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AA  Segment reporting

Segment reporting is presented for enhanced assessment of the Group’s risks and returns. A
business segment is a group of assets and operations engaged in providing products or services
that are subject to risk and returns that are different from those of other business segments. A
geographical segment is engaged in providing products or services within a particular economic
environment that are subject to risks and returns that are different from those components.

Segment revenue, expense, assets and liabilities are those amounts resulting from the operating
activities of a segment that are directly attributable to the segment and the relevant portion that
can be allocated on a reasonable basis to the segment. Segment revenue, expense, assets and
segment liabilities are determined before intra-group balances and intra-group transactions are
eliminated as part of the consolidation process, except to the extent that such intra-group
balances and transactions are between group enterprises within a single segment.

AB  Non-current assets/disposal groups held for sale

Non-current assets/disposal groups are classified as assets held for sale and stated at the lower of
carrying amount and fair value less costs to sell if their carrying amount is recovered principally
through a sale transaction rather than through continuing use.

AC Investment properties

Investment properties, comprising principally land and office buildings, are held for long term
rental yields or for capital appreciation or both, and are not occupied by the Group, and the
Bank.

Investment properties are stated at fair value, representing the open-market value determined
annually by external valuers. Fair value is based on active market prices, adjusted, if necessary,
for any difference in the nature, location or condition of the specific asset. If this information is
not available, the Group and the Bank use alternative valuation methods such as recent prices on
less active markets or discounted cash flow projections. Changes in fair values are recorded in
the income statement as part of other income.

On disposal of an investment property, or when it is permanently withdrawn from use and no
future economic benefits are expected from its disposal, it shall be derecognised (eliminated
from the balance sheet). The difference between the net disposal proceeds and the carrying
amount is recognised in profit or loss in the period of the retirement or disposal.
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AD Contingent assets and liabilities

Contingent assets arise from unplanned or other unexpected events that give rise to the
possibility of an inflow of economic benefits to the Group. As this may result in the recognition
of income that may never be realised, contingent assets are not recognised in the Group’s
financial statements.

Contingent liabilities, which include certain guarantees and letters of credit pledged as collateral
security, are possible obligations that arise from past events whose existence will be confirmed
only by the occurrence, or non-occurrence, of one or more uncertain future events not wholly
within the control of the Group; or are present obligations that have arisen from past events but
are not recognised because it is not probable that settlement will require the outflow of economic
benefits, or because the amount of the obligations cannot be reliably measured.

Contingent liabilities are not recognised in the financial statements but are disclosed unless the
probability of settlement is remote.
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