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RHB ISLAMIC BANK BERHAD (680329-V)
Incorporated in Malaysia

DIRECTORS' REPORT

The Directors submit herewith their report together with the audited financial statements of RHB Islamic Bank Berhad ('the
Bank') for the financial year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The Bank is principally engaged in the Islamic banking business and is committed to offer customers a comprehensive range of
products and services in accordance with its Constitution and Shariah principles.

There have been no significant changes in these principal activities during the financial year.

FINANCIAL RESULTS

RM’000
Profit before zakat and taxation 579,166
Zakat and taxation (144,333)
Net profit for the financial year 434,833

DIVIDENDS

No dividend has been paid or declared by the Bank since the end of the previous financial year.

The Directors do not propose any final dividend in respect of the current financial year at the forthcoming Annual General
Meeting.

RESERVES AND PROVISIONS

All material transfers to or from reserves and provisions during the financial year are disclosed in the financial statements.

ISSUE OF SHARES

During the financial year, the Bank increased its issued and paid up share capital from RM1,273,424,002 to RM1,673,424,002
via the issuance of 400,000,000 new ordinary shares of RM1.00 each to RHB Bank Berhad ('RHB Bank'), its holding company.

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

BAD AND DOUBTFUL FINANCING AND ADVANCES

Before the financial statements of the Bank were made out, the Directors took reasonable steps to ascertain that proper actions
have been taken in relation to the writing off of bad financing and advances and the making of allowance for impaired financing
and advances, and satisfied themselves that all known bad financing and advances have been written-off and that adequate
allowance had been made for impaired financing and advances.

At the date of this report, the Directors are not aware of any circumstances which would render the amount written-off for bad
financing and advances or the amount of allowance for impaired financing and advances in the financial statements of the Bank
inadequate to any substantial extent.



RHB ISLAMIC BANK BERHAD (680329-V)
Incorporated in Malaysia

DIRECTORS' REPORT (CONTINUED)

CURRENT ASSETS

Before the financial statements of the Bank were made out, the Directors took reasonable steps to ensure that any current
assets, other than financing and advances, which were unlikely to realise in the ordinary course of business, their values as
shown in the accounting records of the Bank, had been written down to an amount which they might be expected to realise.

At the date of this report, the Directors are not aware of any circumstances which would render the values attributed to the
current assets in the financial statements of the Bank misleading.

VALUATION METHOD

At the date of this report, the Directors are not aware of any circumstances which have arisen which render adherence to the
existing methods of valuation of assets or liabilities of the Bank misleading or inappropriate.

CONTINGENT AND OTHER LIABILITIES

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

(@) any charge on the assets of the Bank which has arisen since the end of the financial year which secures the liabilities of
any other person; or

(b) any contingent liability of the Bank which has arisen since the end of the financial year other than in the ordinary course of
business.

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

CHANGE OF CIRCUMSTANCES

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 Bank, which would render any amount stated in the financial statements misleading or inappropriate.
ITEMS OF AN UNUSUAL NATURE

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

There has not arisen in the interval between the end of the financial year and the date of this report any item, transaction or
event of a material and unusual nature likely, in the opinion of the Directors, to affect substantially the results of the operations
of the Bank for the financial year in which this report is made.



RHB ISLAMIC BANK BERHAD (680329-V)
Incorporated in Malaysia

DIRECTORS' REPORT (CONTINUED)

DIRECTORS OF THE BANK

The Directors of the Bank in office during the financial year and during the period from the end of the financial year to the date of the report
are:

Abdul Aziz Peru Mohamed (appointed on 1 October 2018)
Dato' Abd Rahman Dato' Md Khalid
Dato' Foong Chee Meng

Ong Ai Lin

Dato' Adissadikin Al

Datuk Nozirah Bahari (appointed on 1 September 2018, resigned on 12 February 2019)
Datuk Haji Faisal Siraj (resigned on 1 September 2018)

In accordance with Article 75 of the Bank’s Constitution, Dato' Adissadikin Ali retires by rotation at the forthcoming Annual General Meeting
and, being eligible, offers himself for re-election.

In accordance with Article 80 of the Bank's Constitution, Abdul Aziz Peru Mohamed retires by rotation at the forthcoming Annual General
Meeting and, being eligible, offers himself for re-election.

DIRECTORS' INTERESTS

None of the Directors holding office at the end of the financial year held any interest in the securities of the Bank or its related corporations
during the financial year.

DIRECTORS' BENEFITS

Since the end of the previous financial year, no Director of the Bank has received or become entitled to receive any benefit (other than
Directors’ remuneration and benefits-in-kind as disclosed in Note 32 to the financial statements) by reason of a contract made by the Bank
or a related corporation with the Director or with a firm of which the Director is a member, or with a company in which the Director has a
substantial financial interest.

During and at the end of the financial year, no arrangements subsisted to which the Bank is a party, being arrangements with the object or
objects of enabling the Directors of the Bank to acquire benefits by means of the acquisition of shares in, or debentures of, the Bank or any
other body corporate.

AUDITORS' REMUNERATION

Details of auditors' remuneration are set out in Note 31 to the financial statements.

HOLDING COMPANY

The Directors regard RHB Bank Berhad, a company incorporated in Malaysia and listed on Bursa Malaysia Securities Berhad, as the
holding company.

ZAKAT OBLIGATION

The Bank only pays zakat on its business to zakat state authorities. The Bank does not pay zakat on behalf of the shareholder or
depositors.



RHB ISLAMIC BANK BERHAD (680329-V)
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DIRECTORS' REPORT (CONTINUED)

AUDITORS

The auditors, PricewaterhouseCoopers PLT (LLP0014421-LCA & AF 1146), have expressed their willingness to continue in office.

This report was approved by the Board of Directors on 27 February 2019. Signed on behalf of the Board of Directors:

ABDUL AZIZ PERU MOHAMED DATO' ADISSADIKIN ALI
DIRECTOR CHIEF EXECUTIVE OFFICER/
MANAGING DIRECTOR

Kuala Lumpur



RHB ISLAMIC BANK BERHAD (680329-V)
Incorporated in Malaysia

REPORT OF THE SHARIAH COMMITTEE
In the name of Allah, The Most Gracious, The Most Merciful

In compliance with the Shariah Governance Framework, Financial Reporting for Islamic Banking Institutions and other
relevant guidelines issued by Bank Negara Malaysia, we, Dr. Ghazali Jaapar, Assoc. Prof. Dr. Amir Shaharuddin, Dr. Ahmad
Bastri Ibrahim, Wan Abdul Rahim Kamil Wan Mohamed Ali, Mohd Fadhly Md. Yusoff and Shabnam Mohamad Mokhtar, being
six members of the Shariah Committee of RHB Islamic Bank Berhad (the '‘Bank’), do hereby confirm the following:

We are responsible to perform an oversight role on Shariah matters related to the Bank’s business operations and activities.
We have conducted nine (9) meetings to discuss, elaborate and review various product structures and documentations,
transactions, services and operations of the Bank during the financial year ended 31 December 2018.

We have reviewed the principles and the contracts relating to the transactions and applications introduced by the Bank during
the financial year ended 31 December 2018.

We have also conducted our review to form an opinion as to whether the Bank has complied with Shariah rulings, resolutions
and guidelines issued by the Shariah Advisory Council (SAC) of Bank Negara Malaysia and SAC of Securities Commission
Malaysia (for capital market related matters), as well as the specific rulings and decisions issued by us.

The Bank’s management is responsible for ensuring that the financial institution conducts its business in accordance with
Shariah rules and principles. It is our responsibility to form an independent opinion, based on our review of the operations of
the Bank, and to report to you.

We have assessed the work carried out by Shariah review and Shariah audit, as presented to us, which included examining,
on a test basis, each type of transaction, the relevant documentation and procedures adopted by the Bank.

We have performed our review so as to obtain all the information and explanations, which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance that the Bank has complied with Shariah rules and
principles.

In our opinion:

(a) the main sources of income of the Bank during the financial year ended 31 December 2018 that we have reviewed are
in compliance with the Shariah rules and principles;

(b) all investments that have been disclosed to us by the Bank conform to the basis that had been approved by us in
accordance with Shariah rules and principles;

(c) all earnings that have been realised from sources or by means prohibited by the Shariah principles have been
considered for disposal to charitable causes;

(d) the contracts and legal documents of the products used by the Bank that we reviewed are in compliance with the
Shariah rules and principles;

(e) the products proposals including concept used by the Bank which have been reviewed and advised by us are in
compliance with the Shariah rules and principles; and

V) the calculation of zakat is in compliance with Shariah rules and principles.

To the best of our knowledge based on the information provided and disclosed to us during discussions and meetings, we
hereby confirm that the operations of the Bank for the financial year ended 31 December 2018 have been conducted in
conformity with the Shariah rules and principles.

We pray Allah, The Almighty to grant us success and lead us on the right path.

Wassalamu 'Alaikum Wa Rahmatullahi Wa Barakatuh

Dr. Ghazali Jaapar Assoc. Prof. Dr. Amir Shaharuddin Dr. Ahmad Basri Ibrahim
Chairman of the Committee Member of the Committee Member of the Committee
Wan Abdul Rahim Kamil Wan Mohd Fadhly Md. Yusoff Shabnam Mohamad Mokhtar
Mohamed Ali Member of the Committee Member of the Committee

Member of the Committee

Kuala Lumpur
27 February 2019



RHB ISLAMIC BANK BERHAD (680329-V)
Incorporated in Malaysia

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

ASSETS

Cash and short-term funds
Securities purchased under resale agreements
Deposits and placements with banks and

other financial institutions
Financial assets at fair value through

profit or loss (‘FVTPL’)/held-for-trading (‘HFT")
Financial investments available-for-sale (‘'AFS')
Financial investments held-to-maturity (‘(HTM")
Financial assets at fair value through

other comprehensive income (‘FVOCI’)
Financial investments at amortised cost
Financing and advances
Other assets
Derivative assets
Statutory deposits with Bank Negara Malaysia (‘(BNM')
Deferred tax assets
Property, plant and equipment
Intangible assets
TOTAL ASSETS

LIABILITIES AND EQUITY

Deposits from customers
Deposits and placements of banks and
other financial institutions
Investment account due to designated financial institutions
Obligations on securities sold under repurchase agreements
Bills and acceptances payable
Derivative liabilities
Recourse obligation on financing sold to
Cagamas Berhad (‘Cagamas')
Subordinated obligations
Other liabilities
Provision for tax and zakat
TOTAL LIABILITIES

Share capital
Reserves

TOTAL EQUITY
TOTAL LIABILITIES AND EQUITY

COMMITMENTS AND CONTINGENCIES

The accompanying accounting policies and notes form an integral part of these financial statements.

Note 2018 2017
RM'000 RM'000

2 3,463,278 2,029,860
3 926,125 1,587,979
4 - 447,210
5 274,226 172,536
6 - 3,394,493
7 - 3,820,734
8 4,150,325 -
9 2,856,789 -
10 51,813,230 42,701,794
11 477,535 90,934
12 204,543 327,978
13 1,420,450 1,116,200
14 23,241 16,513
15 4,251 6,193
16 4,529 5,039
65,618,522 55,717,463

17 45,732,352 37,850,205
18 4,403,721 4,394,801
19 7,898,611 8,102,698
- 604,163

9,515 9,216

12 211,555 327,723
20 2,270,239 -
21 755,326 755,393
22 281,558 345,792
8,376 15,623

61,571,253 52,405,614

23 1,673,424 1,273,424
24 2,373,845 2,038,425
4,047,269 3,311,849

65,618,522 55,717,463

37 23,133,354 24,280,522




RHB ISLAMIC BANK BERHAD (680329-V)
Incorporated in Malaysia

INCOME STATEMENT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

Income derived from investment of
depositors' funds
Income derived from investment account funds
Income derived from investment of
shareholders' funds
Allowance for credit losses on financial assets
Impairment losses written back on other non-financial assets
Total distributable income

Income attributable to depositors
Profit distributed to investment account holders

Personnel expenses
Other overheads and expenditures
Profit before zakat and taxation

Zakat
Profit after zakat before taxation

Taxation

Net profit for the financial year

Earnings per share (sen):
- basic

Note 2018 2017
RM'000 RM'000

25 2,337,426 1,957,052
26 435,174 375,939
27 209,097 175,518
28 (115,520) (66,734)
- 336

2,866,177 2,442,111

29 (1,546,024) (1,329,395)
(357,698) (310,185)

962,455 802,531

30 (30,679) (27,082)
31 (352,610) (295,599)
579,166 479,850

(4,000) (3,500)

575,166 476,350

33 (140,333) (108,958)
434,833 367,392

34 27.16 28.85

The accompanying accounting policies and notes form an integral part of these financial statements.



RHB ISLAMIC BANK BERHAD (680329-V)
Incorporated in Malaysia

STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

Net profit for the financial year

Other comprehensive income/(loss) in respect of:
Items that will be reclassified subsequently
to profit or loss:
(a) Financial investments AFS:
- Unrealised net gain on revaluation
- Net transfer to income statement on disposal or impairment
(b) Debt instruments measured at FVOCI:
- Unrealised net gain on revaluation
- Net transfer to income statement on disposal
- Changes in expected credit losses
Income tax relating to components of other
comprehensive income

Other comprehensive income, net of tax
for the financial year
Total comprehensive income for the financial year

Note 2018 2017
RM'000 RM'000

434,833 367,392

- 23,601

- (2,529)

21,738 -

(5,382) -

218 -

35 (3,926) (5,057)
12,648 16,015

447,481 383,407

The accompanying accounting policies and notes form an integral part of these financial statements.



RHB ISLAMIC BANK BERHAD (680329-V)
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STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

Balance as at 1 January 2018

- As previously reported

- Effect of adoption of MFRS 9

- As restated

Net profit for the financial year

Financial assets measured at FVOCI - debt instruments:

- Unrealised net gain on revaluation

- Net transfer to income statement on disposal

- Changes in expected credit losses

Income tax relating to components of other comprehensive income
Other comprehensive income, net of tax, for the financial year
Total comprehensive income for the financial year

Issuance of shares

Transfer to regulatory reserve

Balance as at 31 December 2018

The accompanying accounting policies and notes form an integral part of these financial statements.

Non distributable

Distributable

Share FVOCI Regulatory Retained
Note capital reserve reserve profits Total
RM'000 RM'000 RM'000 RM'000 RM'000
1,273,424 (15,929) 267,031 1,787,323 3,311,849
44 - 5,179 54,411 (171,651) (112,061)
1,273,424 (10,750) 321,442 1,615,672 3,199,788
- - - 434,833 434,833
- 21,738 - - 21,738
- (5,382) - - (5,382)
- 218 - - 218
35 - (3,926) - - (3,926)
- 12,648 - - 12,648
- 12,648 - 434,833 447,481
23 400,000 - - - 400,000
- - 36,612 (36,612) -
1,673,424 1,898 358,054 2,013,893 4,047,269
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STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018 (CONTINUED)

Non distributable Distributable

Share Statutory AFS Regulatory Retained
Note capital reserve reserve reserve profits Total
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Balance as at 1 January 2017 1,273,424 762,388 (31,944) 158,516 766,058 2,928,442
Net profit for the financial year - - - - 367,392 367,392

Financial investments AFS:

- Unrealised net gain on revaluation - - 23,601 - - 23,601
- Net transfer to income statement on disposal or impairment - - (2,529) - - (2,529)
Income tax relating to components of other comprehensive income 35 - - (5,057) - - (5,057)
Other comprehensive income, net of tax, for the financial year - - 16,015 - - 16,015
Total comprehensive income for the financial year - - 16,015 - 367,392 383,407
Transfer from statutory reserve - (762,388) - - 762,388 -
Transfer to regulatory reserve - - - 108,515 (108,515) -
Balance as at 31 December 2017 1,273,424 - (15,929) 267,031 1,787,323 3,311,849

The accompanying accounting policies and notes form an integral part of these financial statements.
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RHB ISLAMIC BANK BERHAD (680329-V)
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STATEMENT OF CASH FLOWS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before zakat and taxation
Adjustments for:
Property, plant and equipment
- Depreciation
- Written off
Amortisation of computer software license
Income from:
- Investment on financial assets at FVTPL/HFT
- Investment on financial assets at FVOCI/financial investments AFS
- Investment on financial investments at amortised cost/financial investments HTM
Net gain on disposal of financial assets at FVOCI/financial investments AFS
Net (gain)/loss on disposal of financial assets at FVTPL/HFT
Net gain on early redemption of financial investments at amortised cost/
financial investments HTM
Net loss on fair value hedges
Net loss on revaluation of derivatives
Unrealised (gain)/loss from financial assets at FVTPL/HFT
Allowance for credit losses on financing and advances
Net allowance on financial assets at FVOCI, financial investments at amortised cost
and other financial assets
Impairment losses written back on other non-financial assets
Financing expense on subordinated obligations
Operating profit before working capital changes

(Increase)/Decrease in operating assets:
Securities purchased under resale agreements
Deposits and placements with banks and other

financial institutions
Financing and advances
Financial assets at FVTPL/HFT
Other assets
Statutory deposits with BNM

Increase/(Decrease) in operating liabilities:
Deposits from customers
Deposits and placements of banks and other
financial institutions
Investment account due to designated financial institutions
Obligations on securities sold under repurchase agreements
Bills and acceptances payable
Other liabilities
Amount due to holding company
Recourse obligation on financing sold to Cagamas

Cash generated from/(used in) operations

Profit paid

Net tax and zakat paid

Net cash generated from/(used in) operating activities

The accompanying accounting policies and notes form an integral part of these financial statements.
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2018 2017
RM'000 RM'000
579,166 479,850

1,738 2,591

1 -

1,737 1,846
(12,200) (5,146)
(145,765) (145,448)
(150,719) (123,833)
(5,382) (2,529)
(669) 683
(129) (378)
14,376 1,078
4,709 11,199
(959) 839
127,790 79,077
3,317 -

- (336)

36,950 33,073
453,961 332,566
661,854 765,971
447,210 89,931

(9,399,440) (8,940,381)

(87,863) (158,735)
(386,576) 80,796
(304,250) (65,150)

(9,069,065) (8,227,568)

7,882,147 8,430,277
8,920 (2,035,393)
(204,087) 1,480,227
(604,163) 604,163
299 166
(99,011) (20,349)
37,336 (601,227)
2,270,239 (815,243)
9,291,680 7,042,621

676,576 (852,381)

(37,017) (30,867)
(125,211 (126,927)

514,348 (1,010,175)




RHB ISLAMIC BANK BERHAD (680329-V)
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STATEMENT OF CASH FLOWS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018 (CONTINUED)

Note 2018 2017
RM'000 RM'000
CASH FLOWS FROM INVESTING ACTIVITIES
Net proceeds from disposal/(purchase) of financial assets at FVOCI and
financial investments at amortised cost 265,385 (903,231)
Property, plant and equipment
- Purchases (227) (2,212)
- Proceeds from disposal - 4
Purchases of intangible assets (797) (1,799)
Financial assets at FVTPL/HFT and financial assets at FVOCI and
financial investments at amortised cost/financial investments AFS and HTM:
- Profit income received 142,971 147,329
- Investment income received 111,960 113,705
Net cash generated from/(used) in investing activities 519,292 (646,204)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of share capital 400,000 -
Proceeds from issuance of subordinated obligations - 250,000
Net cash generated from financing activities 400,000 250,000
Net increase/(decrease) in cash and cash equivalents 1,433,640 (1,406,379)
Cash and cash equivalents at the beginning of the financial year 2,029,638 3,436,239
Cash and cash equivalents at the end of the financial year 2 3,463,278 2,029,860

- Cash Changes

Non-Cash Changes

Balance as at Net cash Net cash Balance as at
the beginning flow from flow from the end
of the financing operating Accrued of the
financial year activities activities profit financial year
RM’000 RM’000 RM’000 RM’000 RM’000
2018
Subordinated obligations 755,393 - (37,017) 36,950 755,326
2017
Subordinated obligations 503,187 250,000 (30,867) 33,073 755,393

The accompanying accounting policies and notes form an integral part of these financial statements.
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RHB ISLAMIC BANK BERHAD (680329-V)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1)

The following accounting policies have been used consistently in dealing with items which are considered material in relation to the financial
statements. These accounting policies have been consistently applied to all the years presented, unless otherwise stated.

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements of the Bank have been prepared in accordance with Malaysian Financial Reporting Standards (‘MFRS’), International
Financial Reporting Standards (‘IFRS’) and the requirements of the Companies Act 2016 in Malaysia.

The financial statements have been prepared under the historical cost convention, as modified by the revaluation of financial assets at FVOCI,
financial assets and financial liabilities (including derivative financial instruments) at fair value through profit or loss.

The preparation of financial statements in conformity with MFRS 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 revenues and expenses during the reported financial year. It also requires Directors to exercise their judgement in the
process of applying 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.

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 Section (B).

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

The relevant new accounting standards, annual improvements and amendments to published standards and interpretations to existing
accounting standards that are effective for the Bank’s financial year beginning on or after 1 January 2018 are as follows:

(i)  IC Interpretation 22 ‘Foreign Currency Transactions and Advance Consideration’
This Interpretation applies when an entity recognises a non-monetary asset or non-monetary liability arising from the payment or receipt
of advance consideration. MFRS 121 requires an entity to use the exchange rate at the ‘date of the transaction’ to record foreign

currency transactions.

IC Interpretation 22 provides guidance how to determine ‘the date of transaction’ when a single payment/receipt is made, as well as for
situations where multiple payments/receipts are made.

The date of transaction is the date when the payment or receipt of advance consideration gives rise to the non-monetary asset or non-
monetary liability when the entity is no longer exposed to foreign exchange risk.

If there are multiple payments or receipts in advance, the entity should determine the date of the transaction for each payment or
receipt.

An entity has the option to apply IC Interpretation 22 retrospectively or prospectively.

The adoption of the IC Interpretation 22 did not have any material financial impact on the financial statements of the Bank.

13
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018 (CONTINUED)

(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(1) BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS (CONTINUED)

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

The relevant new accounting standards, annual improvements and amendments to published standards and interpretations to existing
accounting standards that are effective for the Bank’s financial year beginning on or after 1 January 2018 are as follows (continued):

(it)

(iii)

MFRS 9 ‘Financial Instruments’

This complete version of MFRS 9 replaces the entire MFRS 139. It amends the requirements on classification and measurement of
financial assets and includes an expected credit losses model that replaces the incurred loss impairment model used under MFRS 139.
It also includes the new hedging guidance that was issued in February 2014.

MFRS 9 establishes three primary measurement categories for financial assets: amortised cost, fair value through profit or loss and fair
value through other comprehensive income (‘OCI’). The basis of classification depends on the entity's business model and the cash
flow characteristics of the financial asset. Investments in equity instruments are always measured at fair value through profit or loss with
an irrevocable option at inception to present changes in fair value in OCI (provided the instrument is not held for trading). A debt
instrument is measured at amortised cost only if the entity is holding it to collect contractual cash flows and the cash flows represent
principal and interest.

For liabilities, the standard retains most of the MFRS 139 requirements. These include amortised cost accounting for most financial
liabilities, with bifurcation of embedded derivatives. The main change is that, in cases where the fair value option is taken for financial

liabilities, the part of a fair value change due to an entity’s own credit risk is recorded in other comprehensive income rather than the
income statement, unless this creates an accounting mismatch.

MFRS 9 introduces an expected credit loss model on impairment for all financial assets that replaces the incurred loss impairment
model used in MFRS 139. The expected credit loss model is forward-looking and eliminates the need for a trigger event to have
occurred before credit losses are recognised.

The Bank has applied MFRS 9 retrospectively with date of initial application of 1 January 2018.

As permitted by the transitional provisions of MFRS 9, the Bank elected not to restate comparative figures and continued to be reported

under the previous accounting policies governed under MFRS 139. Any adjustments to the carrying amounts of financial assets and
liabilities at the date of transition were recognised in the opening retained profits and other reserves of the current financial year.

The details and the financial effects of the adoption of MFRS 9 are disclosed in Note 44 to the financial statements.
MFRS 15 ‘Revenue from Contracts with Customers’

The core principle in MFRS 15 is that an entity recognises revenue to depict the transfer of promised goods or services to the customer
in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.

MFRS 15 is based on the principle that revenue is recognised when a customer obtains control of goods or services, i.e. when the
customer has the ability to direct the use of and obtain the benefits from the goods or services.
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(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(1) BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS (CONTINUED)

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

The relevant new accounting standards, annual improvements and amendments to published standards and interpretations to existing
accounting standards that are effective for the Bank’s financial year beginning on or after 1 January 2018 are as follows (continued):

(iii)

MFRS 15 ‘Revenue from Contracts with Customers’ (continued)
A new five-step process must be applied before revenue can be recognised:

* identify contracts with customers

+ identify the separate performance obligation

+ determine the transaction price of the contract

» allocate the transaction price to each of the separate performance obligations, and
* recognise the revenue as each performance obligation is satisfied.

When there are multiple goods or services bundled in a single arrangement, MFRS 15 requires an entity to apply the revenue
recognition principles separately to each good or service that is distinct. The contract consideration is allocated to each of the distinct
good or service based on the price an entity would charge a customer on a stand-alone basis for each good or service. If a stand-alone
selling price is not directly observable, an entity will need to estimate by considering all information that is reasonably available to the
entity. The point at which revenue is recognised for each distinct good or service may vary depending on when control of each good or
service is transferred to the customer.

MFRS 15 requires an estimate of variable consideration to be recognised as revenue when performance obligations are satisfied if it is
highly probable that the amount will not result in a significant revenue reversal if estimates change. Transaction price should be
adjusted for the time value of money if the contract includes a significant financing component.

MFRS 15 prescribes specific disclosure requirements in the following areas to help entities meet the disclosure objective:

+ qualitative and quantitative information about contracts with customers;
» significant judgements made by management in applying MFRS 15; and
* asset recognised on costs incurred to obtain or fulfil a contract with customer.

MFRS 15 permits either a full retrospective or a modified approach for the adoption. The Bank has adopted the modified approach
under MFRS 15.

Under the modified retrospective transition method, the Bank applies the new policy retrospectively only to contracts that are not
completed at the date of initial application. Accordingly, the 2017 comparative information was not restated as the financial impact is
not material to the Bank and cumulative effects of initial application of MFRS 15 were not recognised as an adjustment to the opening
balance of retained profits as at 1 January 2018. The comparative information continued to be reported under the previous accounting
policies governed under MFRS 118.
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(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(1) BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS (CONTINUED)

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

(0}

(it)

(i)

Annual Improvements to MFRS 2015-2017 Cycle - effective 1 January 2019

* Amendments to MFRS 112 ‘Income Taxes’ clarify that where income tax consequences of dividends on financial instruments
classified as equity is recognised (either in income statement, other comprehensive income or equity) depends on where the past
transactions that generated distributable profits were recognised. Accordingly, the tax consequences are recognised in income
statement when an entity determines payments on such instruments are distribution of profits (that is, dividends). Tax on dividend
should not be recognised in equity merely on the basis that it is related to a distribution to owners.

* Amendments to MFRS 123 ‘Borrowing Costs’ clarify that if a specific borrowing remains outstanding after the related qualifying
asset is ready for its intended use or sale, it becomes part of general borrowings.

Amendments to MFRS 9 ‘Prepayment Features with Negative Compensation’ - effective 1 January 2019

The amendments allow companies to measure some prepayable financial assets with negative compensation at amortised cost.
Negative compensation arises where the contractual terms permit the borrower to prepay the instrument before its contractual maturity,
but the prepayment amount could be less than the unpaid amounts of principal and profit. To qualify for amortised cost measurement,
the negative compensation must be reasonable compensation for early termination of the contract, and the asset must be held within a
‘held to collect’ business model.

The amendments will be applied retrospectively.

MFRS 16 ‘Leases’ - effective 1 January 2019

MFRS 16 supersedes MFRS 117 ‘Leases’ and the related interpretations.

Under MFRS 16, a lease is a contract (or part of a contract) that conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.

MFRS 16 eliminates the classification of leases by the lessee as either finance leases (on balance sheet) or operating leases (off
balance sheet). MFRS 16 requires a lessee to recognise a ‘right-of-use’ of the underlying asset and a lease liability reflecting future

lease payments for most leases.

The right-of-use asset is depreciated in accordance with the principle in MFRS 116 ‘Property, Plant and Equipment’ and the lease
liability is accreted over time with profit expense recognised in income statement.

For lessors, MFRS 16 retains most of the requirements in MFRS 117. Lessors continue to classify all leases as either operating leases
or finance leases and account for them differently.
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(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(1) BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS (CONTINUED)

(b)

©

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

(iv) IC Interpretation 23 ‘Uncertainty over Income Tax Treatments’ - effective 1 January 2019

IC Interpretation 23 provides guidance on how to recognise and measure deferred and current income tax assets and liabilities where
there is uncertainty over a tax treatment.

If an entity concludes that it is not probable that the tax treatment will be accepted by the tax authority, the effect of the tax uncertainty
should be included in the period when such determination is made. An entity shall measure the effect of uncertainty using the method
which best predicts the resolution of the uncertainty.

IC Interpretation 23 will be applied retrospectively.

The adoption of the accounting standards, amendments to published standards and interpretations to existing standards are not expected to
give rise to any material financial impact to the Bank, except for the adoption of MFRS 16. The Bank will apply this standard from its
mandatory adoption date of 1 January 2019. The Bank intends to apply the simplified transitional approach and will not restate comparative
amounts for the year prior to first adoption. Right-of-use assets for property leases will be measured on transition as if the new rules had
always been applied. All other right-of-use assets will be measured at the amount of the lease liability on adoption (adjusted for any prepaid
or accrued lease expenses).

As at the reporting date, the Bank has non-cancellable operating lease commitments of RM6,344,000, as disclosed in Note 38 to the financial
statements. Of these commitments, short-term leases and low value leases will both be recognised on a straight-line basis as expense in the
income statement.

For the remaining lease commitments, the Bank expects to recognise right-of-use assets on 1 January 2019, lease liabilities discounted to its
present value after adjustments for prepayments and accrued lease payments as at 31 December 2018 and deferred tax assets.

Changes in regulatory requirements
(i) Capital Adequacy Framework for Islamic Banks

The Capital Adequacy Framework for Islamic Banks in relation to Basel Il - Risk-Weighted Assets and Capital Components were
updated and reissued by BNM on 2 February 2018 for application with effect from 1 January 2018.

The updates focused mainly on the following changes:

* Revised definition of General Provision and Specific Provision arising from the implementation of MFRS 9 ‘Financial Instruments’;
»  Definition of General Provision and its recognition in Tier Il capital;

*  Alignment of terminologies used under MFRS 9 for the purpose of capital recognition and regulatory adjustments; and

»  Clarification on the capital treatment of bargain purchase gains and right-of-use assets.

The updates above mainly address clarification on capital recognition and regulatory adjustment requirements arising from the
implementation of MFRS 9.

(i)  Financial Reporting for Islamic Banking Institutions

On 2 February 2018, BNM issued the revised policy document on Financial Reporting for Islamic Banking Institutions which prescribes
the regulatory reserves to be maintained by Islamic Banking Institutions.

With effect from 1 January 2018, the Bank must maintain, in aggregate, loss allowance for non-credit impaired exposures and
regulatory reserve of no less than 1% of total credit exposures, net of loss allowance for credit-impaired exposures.

In the previous year, the Bank has maintained, in aggregate collective impairment allowances and regulatory reserves of no less than
1.2% of total outstanding financing, net of impairment allowances.

The effect of this change is as disclosed in Note 44 to the financial statements.
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(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(2) FINANCIAL ASSETS

(a) Classification and measurement of financial assets

With effect from 1 January 2018, the Bank has applied MFRS 9 and classify its financial assets in the following measurement categories:

Amortised cost

Fair value through other comprehensive income (‘FVOCI’)
Fair value through profit or loss (‘FVTPL’)

At initial recognition, the Bank measures a financial asset at fair value plus transaction costs that are directly attributable to acquisition of the
financial asset in the case of a financial asset not FVTPL. Transaction costs of financial assets carried at FVTPL are expensed in the income
statement.

Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows are solely payment of
principal and interest.

The classification requirements for debt and equity instruments are described as below:

(M

Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability from the issuer’s perspective, such as financing,
government and corporate bonds and trade receivables purchased from clients in factoring arrangements without recourse.

Classification and subsequent measurement of debt instruments depend on the following factors:

*  The Bank’s business model for managing the financial assets; and
*  The contractual cash flow characteristics of the financial assets.

Based on these factors, the Bank classifies its debt instruments into one of the following three measurement categories:
(1) Financial investments at amortised cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent solely payments of principal
and interest (‘SPPI’), and that are not designated as FVTPL, are measured at amortised cost. The carrying amount of these assets
is adjusted for any expected credit losses that are recognised into income statement. The profit income is recognised into income
statement using the effective profit rate method. Upon derecognition, any gain or loss will be recognised in income statement and
presented under ‘other operating income’.

(2) Financial assets at FVOCI

Financial assets that are held for collection of contractual cash flows and for selling the financial assets, where those cash flows
represent SPPI, are measured at FVOCI. Changes in the fair value of these assets are recognised in other comprehensive income
(‘OCI’), except for recognition of profit, foreign exchange gains or losses and expected credit losses which are recognised in
income statement.

When these financial assets are derecognised, the cumulative gains or losses previously recognised in OCI is reclassified from
equity to income statement and recognised in ‘other operating income’. The profit income is recognised into income statement
using the effective profit rate method. Foreign exchange gains or losses are recognised in ‘other operating income’ and impairment
credit losses are presented separately under ‘allowance for credit losses’.

(3) Financial assets at FVTPL
Financial assets that do not meet the criteria for amortised cost or FVOCI are measured at FVTPL. A gain or loss on a debt
instrument that is subsequently measured at FVTPL and is not part of a hedging relationship is recognised in profit or loss and

presented in the income statement within ‘net gain/(loss) arising from financial assets FVTPL’ in the period in which it arises. The
profit income is recognised into income statement using the effective profit rate method.
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(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(2) FINANCIAL ASSETS (CONTINUED)

(a)

(b)

(c)

(d)

Classification and measurement of financial assets (continued)
(i)  Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuers’ perspective; that is, instruments that do not
contain a contractual obligation to pay and that evidence a residual profit in the issuers’ net assets.

The Bank subsequently measures all equity instruments at FVTPL, except where the management has elected, at initial recognition, to
irrevocably designate an equity instrument at FVOCI. The Bank’s policy is to designate equity instruments as FVOCI when those
instruments are held for purposes other than to generate investment returns. When this election is used, fair value gains and losses are
recognised in OCI and are not subsequently reclassified to income statement, including on disposal. Dividend, when representing a
return on such investments, continue to be recognised in income statement as dividend income when the Bank’s right to receive
payments is established.

Gains and losses on equity instruments at FVTPL are included in the ‘net gain/(loss) arising from financial assets FVTPL’ in the income
statement.

Reclassification policy

Reclassification of financial assets is required when, and only when, the Bank changes its business model for managing the assets. In such
cases, the Bank is required to reclassify all affected financial assets.

However, it will be inappropriate to reclassify financial assets that have been designated at fair value through profit or loss, or equity
instruments that have been designated as at fair value through other comprehensive income even when there is a change in business
model. Such designations are irrevocable.

Recognition, initial measurement and derecognition
Regular purchases and sales of financial assets are recognised on the trade date on which the Bank committed to purchase or sell the assets

at trade-date. Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or have been
transferred and the Bank has transferred substantially all the risks and rewards of ownership.

Impairment
MFRS 9 introduces a new impairment model that requires the recognition of expected credit loss (‘ECL’), replacing the incurred loss
methodology model under MFRS 139, for all financial assets, except for financial assets classified or designated as FVTPL and equity

securities classified under FVOCI, which are not subject to impairment assessment. Off-balance sheet items that are subject to ECL include
financial guarantees and undrawn financing commitments.

General approach

ECL will be assessed using an approach which classifies financial assets into three stages which reflects the change in credit quality of the
financial assets since initial recognition:

(i)  Stage 1: 12 months ECL — not credit impaired
For credit exposures where there has not been a significant increase in credit risk since initial recognition or which has low credit risk at

reporting date and that are not credit impaired upon origination, the ECL associated with the probability of default events occurring
within the next 12 months will be recognised.
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(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(2) FINANCIAL ASSETS (CONTINUED)

(d) Impairment (continued)

(it)

(iii)

Stage 2: Lifetime ECL — not credit impaired

For credit exposures where there has been a significant increase in credit risk since initial recognition but that are not credit impaired,
the ECL associated with the probability of default events occurring within the lifetime ECL will be recognised.

Unless identified at an earlier stage, all financial assets are deemed to have suffered a significant increase in credit risk when 30 days
past due.

Stage 3: Lifetime ECL — credit impaired
Financial assets are assessed as credit impaired when one or more objective evidence of defaults that have a detrimental impact on
the estimated future cash flows of that asset have occurred. For financial assets that have become credit impaired, a lifetime ECL will

be recognised.

Generally, all financial assets that are 90 days past due or more are classified under Stage 3.

The Bank considers the following as constituting an event of default:

1)

(@]

Quantitative criteria

*  The borrower is past due more than 90 days on any material credit obligation to the Bank.
Qualitative criteria

« Legal action has been initiated by the Bank for recovery purposes;

« Borrower is a bankrupt;

« Borrower has been assigned to external collection agency; and
* When there is modification referring to any changes in the contractual cash flow of loan due to credit deterioration reasons.

Significant increase in credit risk ('SICR')

(€0

@

The Bank considers the probability of default upon initial recognition of asset and whether there has been a significant increase in credit
risk on an ongoing basis throughout each reporting period. To assess whether there is a significant increase in credit risk, the Bank
compares the risk of a default occurring on the asset as at the reporting date with the risk of default as at the date of initial recognition.

Among the indicators incorporated in ascertaining SICR are:

* internal credit rating;

« external credit rating (as far as available);

» actual or expected significant adverse changes in business, financial or economic conditions that are expected to cause a
significant change to the borrower’s ability to meet its obligations;

« actual or expected significant changes in the operating results of the borrower;

+ significant increase in credit risk on other financial instruments of the same borrower;

» significant changes in the value of the collateral supporting the obligation or in the quality of third-party guarantees or credit
enhancements; and

+ significant changes in the expected performance and behaviour of the borrower, including changes in the payment status of
borrower in the group and changes in the operating results of the borrower.

Macroeconomic information (such as market profit rates or growth rates) is incorporated as part of the internal rating model.
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(A) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(2) FINANCIAL ASSETS (CONTINUED)

(d)

Impairment (continued)

The assessment of credit risk, as well as the estimation of ECL, are required to be unbiased, probability-weighted and should incorporate all
available information which is relevant to the assessment, including information about past events, current conditions and reasonable and
supportable forecasts of future events and economic conditions at the reporting date. The measurement of ECL is based on the discounted
products of the Probability of Default model (‘PD’), Loss Given Default model (‘LGD’) and Exposure at Default model (‘EAD’). Certain ECL
models are leveraging on the existing Bank’s Basel Il Internal Ratings-Based (IRB') model, where feasible or available, with necessary
adjustment to meet MFRS 9 requirements. The changes in ECL between two-periods will be recognised in income statement.

An exposure will migrate through the ECL stages as asset quality deteriorates. If, in a subsequent period, asset quality improves and also
reverses any previously assessed significant increase in credit risk since origination, then the provision for doubtful debts reverts from lifetime
ECL to 12-months ECL. Exposures that have not deteriorated significantly since origination, or where the deterioration remains within the
Bank’s investment grade criteria, or which are less than 30 days past due, are considered to have a low credit risk. The provision for doubtful
debts for these financial assets is based on a 12-months ECL. When an asset is uncollectible, it is written off against the related provision.
Such assets are written off after all the necessary procedures have been completed and the amount of the loss has been determined.
Subsequent recoveries of amounts previously written off reduce the amount of the expense in the income statement.

The Bank leverages on the model/segments/credit related factors implemented under the Basel Il IRB framework where feasible or available,
with calibration to meet MFRS 9 requirements. For portfolio without Basel model, other relevant historical information, loss experience or
proxies will be utilised if deemed feasible.

In determining the ECL, management will evaluate a range of possible outcomes, taking into account past events, current conditions/trends
and economic outlooks. Additional considerations that are assessed to have been adequately addressed by the ECL model estimates, a

structured management overlay, which is subject to robust review and governance process, will be applied consistently.

Generally, all financial assets are considered to have experienced a significant increase in credit risk if the exposures is more than 30 days
past due on its contractual payments.
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(e) Accounting policies prior to 1 January 2018

0]

(it)

(iii)

Classification
The Bank classifies its financial assets in the following categories: at fair value through profit or loss, financing, advances and
receivables, financial investments AFS and HTM. The classification depends on the purpose for which the financial assets were

acquired. Management determines the classification at initial recognition and in the case of assets classified as held-to-maturity, re-
evaluates this designation at the end of each reporting period.

(1) Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are financial assets held-for-trading. A financial asset is classified in this category

if it is acquired or incurred principally for the purpose of selling or repurchasing in the near term. Derivatives are also classified in
this category unless they are designated as hedges. Refer to accounting policy Note 4 on hedge accounting.

(2) Financing, advances and receivables

Financing, advances and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market.

Financing and receivables consist of Bai’ Bithaman Ajil, ljarah, Murabahah, Musyarakah, and Bai'lnah contracts. These contracts
are initially recognised at fair value, including direct and incremental transactions costs, and subsequently measured at amortised
cost using the effective profit method. These contracts are stated net of unearned income and any amounts written off and/or
impaired.

(3) Financial investments AFS

Financial investments AFS are non-derivatives that are either designated in this category or not classified in any of the other
categories.

(4) Financial investments HTM
Financial investments HTM are non-derivative financial assets with fixed or determinable payments and fixed maturities that the

Bank’s management has the positive intention and ability to hold to maturity. If the Bank was to sell other than an insignificant
amount of financial investments HTM, the whole category would be tainted and reclassified as financial investments AFS.

Recognition and initial measurement

Regular purchases and sales of financial assets are recognised on the settlement date on which the Bank purchase or sell the asset.
Financial assets are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value through profit
or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value, and transaction costs are

expensed in income statement.

Subsequent measurement - gain and loss

Financial investments AFS and financial assets at fair value through profit or loss are subsequently carried at fair value. Financing,
advances and receivables and financial investments HTM are subsequently carried at amortised cost using the effective profit method.

Changes in the fair values of financial assets at fair value through profit or loss, including the effects of currency translation, profit and
dividend income are recognised in other operating income in income statement in the period in which the changes arise.
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(e) Accounting policies prior to 1 January 2018 (continued)

(iii)

(iv)

Subsequent measurement - gain and loss (continued)

Changes in the fair value of financial investments AFS are recognised in other comprehensive income, except for impairment losses
and foreign exchange gains and losses on monetary assets. The exchange differences on monetary assets are recognised in income
statement, whereas exchange differences on non-monetary assets are recognised in other comprehensive income as part of fair value
change.

Profit and dividend income on financial investments AFS are recognised separately in income statement. Profit on financial investments
AFS calculated using the effective profit method is recognised in income statement. Dividend income on financial investments AFS is
recognised in other operating income in income statement when the Bank’s right to receive payment is established.

Impairment

The Bank assessed at the end of each reporting period whether there was objective evidence that a financial asset or group of financial
assets was impaired. A financial asset or a group of financial assets was impaired and impairment losses were incurred only if there
was objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a ‘loss
event’) and that loss event (or events) had an impact on the estimated future cash flows of the financial asset or group of financial
assets that could be reliably estimated. In the case of equity investments classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost was considered an indicator that the assets are impaired.

Assets carried at amortised cost

For financing, advances and receivables, the amount of the loss was measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding future credit losses that had not been incurred) discounted at the
financial asset’s original effective profit rate. The carrying amount of the asset was reduced and the amount of the loss was recognised
in profit or loss. If a financing or held-to-maturity investment had a variable profit rate, the discount rate for measuring any impairment
loss was the current effective profit rate determined under the contract. As a practical expedient, the Bank could measure impairment
on the basis of an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreased and the decrease could be related objectively to an event
occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the reversal of the previously

recognised impairment loss was recognised in income statement.

Assets classified as available-for-sale

If there was objective evidence of impairment for available-for-sale financial assets, the cumulative loss which was measured as the
difference between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognised
in income statement, was removed from equity and recognised in income statement.

Impairment losses on equity instruments that were recognised in income statement were not reversed through income statement in a
subsequent period.

If the fair value of a debt instrument classified as available-for-sale increased in a subsequent period and the increase could be
objectively related to an event occurring after the impairment loss was recognised in income statement, the impairment loss was
reversed through income statement.
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(3)

®

Derecognition

Financial assets, or a portion thereof, are derecognised when the contractual rights to receive the cash flows from the assets have expired, or
when they have been transferred and either (i) the Bank transfers substantially all the risks and rewards of ownership, or (ii) the Bank neither
transfer nor retain substantially all the risks and rewards of ownership and the Bank has not retained control.

The Bank enters into transactions where it retains the contractual rights to receive cash flows from assets but assumes a contractual
obligation to pay those cash flows to other entities and transfer substantially all of the risks and rewards. These transactions are accounted
for as ‘pass through’ transfers that result in derecognition if the Bank:

(i)  Has no obligation to make payments unless they collect equivalent amounts from the assets;
(i)  Is prohibited from selling or pledging the assets; and
(i)  Has an obligation to remit any cash it collects from the assets without material delay.

Collateral (shares and bonds) furnished by the Bank under standard repurchase agreements and securities lending and borrowing
transactions are not derecognised because the Bank retains substantially all the risks and rewards on the basis of the predetermined
repurchase price, and the criteria for derecognition are therefore not met.

Financing, advances and receivables that are factored out to banks and other financial institutions with recourse to the Bank are not
derecognised until the recourse period has expired and the risks and rewards of financing, advances and receivables have been fully
transferred. The corresponding cash received from the financial institutions is recorded as borrowings.

(g) Offsetting financial instruments
Financial assets and liabilities are offset and the net amount will be presented in the statement of financial position when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously. The legally enforceable right must not be contingent on future events and must be enforceable in the normal course of
business and in the event of default, insolvency or bankruptcy.

REPURCHASE AGREEMENTS

Securities purchased under resale agreements are securities which the Bank has purchased with a commitment to resell at future dates. The
commitment to resell the securities is refle