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BNP PARIBAS MALAYSIA BERHAD 
(Incorporated in Malaysia) 
 
         
REPORT OF THE DIRECTORS 
 
The Directors of BNP PARIBAS MALAYSIA BERHAD have pleasure in submitting their 
report and the audited financial statements of the Bank for the financial year ended 31 
December 2015. 
 
 
PRINCIPAL ACTIVITIES 
         
The principal activities of the Bank are banking, related financial services and Islamic 
banking business. 
 
There have been no significant changes in the nature of the activities of the Bank during the 
financial year. 
 
 
RESULTS OF OPERATIONS 
         
The results of operations of the Bank for the financial year are as follows: 
 
 RM’000 
  
Profit before tax 4,485 
Income tax expense (1,685) 
  
Profit for the year 2,800 
 
 
DIVIDENDS 
         
No dividend has been paid or declared by the Bank since the end of the previous financial 
year. The Directors do not recommend any dividend payment in respect of the current 
financial year. 
 
 
RESERVES AND PROVISIONS 
         
There were no material transfers to or from reserves or provisions during the financial year 
other than as disclosed in the financial statements. 
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ISSUE OF SHARES AND DEBENTURES 
         
The Bank has not issued any new shares or debentures during the financial year. 
 
 
SHARE OPTIONS 
         
No options have been granted by the Bank to any parties during the financial year to take up 
unissued shares of the Bank.   
 
No shares have been issued during the financial year by virtue of the exercise of any option to 
take up unissued shares of the Bank. As of the end of the financial year, there were no 
unissued shares of the Bank under options. 
 
 
DIRECTORS’ INTERESTS  
         
None of the Directors at the end of the financial year held shares or had beneficial interest in 
the shares of the Bank. Under the Bank’s Articles of Association the Directors are not 
required to hold any shares in the Bank. 
 
The shareholdings in the ultimate holding company of those who were Directors at the end of 
the financial year, as recorded in the Register of Directors’ Shareholdings kept by the Bank 
under Section 134 of the Companies Act, 1965 are as follows:  
 
 No. of ordinary shares of EUR2 each 
 Balance  

as of  
1.1.2015 

  
Definitive 
allotment 

  
 

Sold 

 Balance  
as of 

31.12.2015 
        
Shares in the ultimate holding 
  company, BNP Paribas S.A. 

       

        
Direct interest:        
        
Jean-Pierre Roger Beno Bernard 12,196  -  -  12,196 
Yves Maurice Guy Marie Drieux   2,458  -  2,133  325 
Chia Seng Leng 3,450  -  -  3,450 
Pierre Veyres 1,336  481  -  1,817 
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 No. of employee share options of EUR2 each 
 Balance  

as of  
1.1.2015 

  
 

Granted 

  
 

Lapsed 

 Balance 
as of 

31.12.2015 
        
Share options in the ultimate 
  holding company,  
  BNP Paribas S.A. 

 

      
        
Jean-Pierre Roger Beno Bernard 8,674  -  -  8,674 
Yves Maurice Guy Marie Drieux  7,044  -  2,615  4,429 
Pierre Veyres 11,085  -  1,513  9,572 
  
 Balance  

as of  
1.1.2015 

  
 

Granted 

  
 

Lapsed 

 Balance 
as of 

31.12.2015 
        
Rights to shares in the ultimate 
  holding company,  
  BNP Paribas S.A. 

 

      
        
Jean-Pierre Roger Beno Bernard 1,451  -  351  1,100 
Yves Maurice Guy Marie Drieux  1,425  -  325  1,100 
Pierre Veyres 1,781  -  481  1,300 
 
 Balance  

as of  
1.1.2015 

  
 

Granted 

  
 

Lapsed 

 Balance 
as of 

31.12.2015 
        
Units in Corporate Mutual Fund in 

the ultimate holding company,  
  BNP Paribas S.A. 

 

      
        
Chia Seng Leng 1,020  -  -  1,020 
Pierre Veyres 268  7  -  275 
 
By virtue of the above Directors’ interest in the ultimate holding company as detailed in the 
table above, they are deemed to have an interest in the Bank and of its related companies to 
the extent the ultimate holding company has interest.  
 
Other than as disclosed above, none of the other Directors have any interest in the shares of 
related companies during and as at the end of the financial year. 
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DIRECTORS’ BENEFITS 
         
Since the end of the previous financial year, none of the Directors of the Bank has received or 
become entitled to receive any benefit (other than the benefit included in the aggregate 
amount of emolument received or due and receivable by the Director as disclosed in Note 24 
to the financial statements or the fixed salary of a full time employee of the Bank) 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 arrangement subsisted to which the Company 
is a party whereby Directors of the Bank might acquire benefits by means of the acquisition 
of shares in, or debentures of, the Bank or any other body corporate, other than the options to 
purchase shares of the ultimate holding company as disclosed above. 
 
 
COMPLIANCE WITH BANK NEGARA MALAYSIA’S EXPECTATIONS ON 
FINANCIAL REPORTING 
 
In the preparation of the financial statements, the Directors have taken reasonable steps to 
ensure that Bank Negara Malaysia’s expectations on financial reporting have been complied 
with including those as set out in policy documents on Financial Reporting and Financial 
Reporting for Islamic Banking Institutions.  
 
BAD AND DOUBTFUL DEBTS 
 
Before the financial statements of the Bank were made out, the Directors took reasonable 
steps to ascertain that proper action had been taken in relation to the writing off of bad debts 
and the making of allowance for doubtful debts and satisfied themselves that there were no 
known bad debts to be written off and that adequate allowance had been made for bad and 
doubtful debts. 
 
At the date of this report, the Directors are not aware of any circumstances which would 
require the writing off of bad debts or render the amount of the allowance for doubtful debts 
in the financial statements of the Bank inadequate to any substantial extent. 
 
 
CURRENT ASSETS 
 
Before the financial statements of the Bank were made out, the Directors took reasonable 
steps to ascertain that any current assets, other than debts, which were unlikely to be realised 
in the ordinary course of business, their value 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 current assets in the financial statements of the Bank 
misleading. 
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VALUATION METHODS 
 
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 in the 
Bank’s financial statements misleading or inappropriate. 
 
 
CONTINGENT AND OTHER LIABILITIES 
 
At the date of this report, there does not exist: 
 
(a) 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 in respect of the Bank which has arisen since the end of the 

financial year other than in the ordinary course of banking business. 
 

No contingent or other liability of the Bank have 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. 
 
 
ITEMS OF AN UNUSUAL NATURE 
 
The results of the Bank’s operations during 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, to affect 
substantially the results of the Bank’s operations for the current financial year in which this 
report is made. 
 
 
SUBSEQUENT EVENT AFTER THE YEAR END 
 
The subsequent event is disclosed in Note 32 of the financial statements.  
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STATEMENT OF CORPORATE GOVERNANCE 
 
The Board of Directors is committed to ensuring the highest standards of corporate 
governance throughout the organisation with the objectives of safeguarding the interests of all 
stakeholders, enhancing the shareholder’s value and financial performance of the Bank. The 
Board considers that it has applied the Best Practices as set out in the Guidelines on 
Corporate Governance for Licensed Institutions throughout the financial year. 
 
The Board of Directors 
 
The direction and control of the Bank rest firmly with the Board as it effectively assumes the 
overall responsibility for corporate governance, strategic direction, formulation of policies 
and overseeing the investments and operations of the Bank. The Board exercises independent 
oversight on the management and bears the overall accountability for the performance of the 
Bank and compliance with the principle of good governance. 
 
There is a clear division of responsibility between the Chairman and the Managing 
Directors/Chief Executive Officer (“CEO”) to ensure that there is a balance of power and 
authority. The Board is responsible for reviewing and approving the longer-term strategic 
plans of the Bank as well as the business strategies. It is also responsible for identifying the 
principal risks and implementation of appropriate systems to manage those risks as well as 
reviewing the adequacy and integrity of the Bank’s internal control systems, management 
information systems, including systems for compliance with applicable laws, regulations and 
guidelines. 
 
The Board is responsible for the implementation of the strategies and internal control as well 
as monitoring performance. The Board is also a forum to deliberate issues pertaining to the 
Bank’s business, strategic initiatives, risk management, manpower development, supporting 
technology platform and business processes. 
 
The Composition of the Board of Directors 
 
The Board comprises 6 Directors, the majority of whom are Non-Executive Directors. The 
Directors who served since the date of the last report: 
 
Members Status of directorship 
  
Dato Abdullah Bin Mat Noh Independent Non-Executive Director 
Halim Bin Haji Din Independent Non-Executive Director 
Jean-Pierre Roger Beno Bernard Non-Independent Non-Executive Director 
Yves Maurice Guy Marie Drieux Non-Independent Non-Executive Director 
Chia Seng Leng  Independent Non-Executive Director 
Pierre Veyres  Non-Independent Non-Executive Director 
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Roles and Responsibilities of the Board 
 
The Board of Directors is ultimately responsible for the operations, conduct and the financial 
soundness of the Bank through competent management, reviewing and monitoring the 
objectives, strategies and business plans of the Bank, ensuring that proper controls are in 
place and that the business of the Bank is carried out with a high standard of integrity. The 
Board operates under an approved terms of reference which sets out their roles and 
responsibilities towards the Bank. 
 
The Board meets at least once every two months. During the financial year ended 31 
December 2015, the Board met seven (7) times and the attendance at the Board meetings is as 
follows:- 
 
Dato Abdullah Bin Mat Noh (Chairman) 7/7 
Halim Bin Haji Din 7/7 
Jean-Pierre Roger Beno Bernard 6/7 
Yves Maurice Guy Marie Drieux  7/7 
Chia Seng Leng  7/7 
Pierre Veyres  7/7 
 
Board Committees 
 
Board Risk Management Committee 
 
The Board Risk Management Committee is responsible for oversight of the CEO and senior 
management’s responsibility for assessing and managing the Bank’s credit risk, market risk, 
interest rate risk, investment risk, liquidity risk and reputational risk. 
 
The Board Risk Management Committee meets at least once every quarter. During the 
financial year ended 31 December 2015, the Board Risk Management Committee met six (6) 
times and the attendance at the Board Risk Management Committee meetings is as follows: 
 
Chia Seng Leng  6/6 
Dato Abdullah Bin Mat Noh  6/6 
Jean-Pierre Roger Beno Bernard 6/6 
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Nominating and Remuneration Committees 
 
The Nominating Committee is responsible to provide a formal and transparent procedure for 
the appointment of Directors and CEO as well as the assessment of effectiveness of 
individual Directors, board as a whole, Committees and performance of the CEO and key 
senior management officers. The Remuneration Committee reviews and endorses, where 
appropriate, the remuneration of the CEO and key senior management officers as 
recommended by the Bank’s regional management. 
 
The Nominating and Remuneration Committees meets at least once annually. During the 
financial year ended 31 December 2015, the Nomination Committee met two (2) times and 
the attendance at the Nomination Committee meetings is as follows: 
 
Dato Abdullah Bin Mat Noh (Chairman) 2/2 
Halim Bin Haji Din 2/2 
Jean-Pierre Roger Beno Bernard 0/2 
Yves Maurice Guy Marie Drieux 2/2 
Pierre Veyres  2/2 
 
The Remuneration Committee met two (2) times and the attendance at the Remuneration 
Committee meetings is as follows: 
 
Halim Bin Haji Din (Chairman) 2/2 
Yves Maurice Guy Marie Drieux 2/2 
Pierre Veyres  2/2 
 
Audit Committee 
 
The primary function of the Audit Committee is to provide independent oversight of the 
Bank’s financial reporting and internal control system and ensuring checks and balances with 
the Bank. The Committee also assists the Board of Directors in discharging its statutory 
duties and responsibilities. 
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The Audit Committee meets at least once every quarter. During the financial year ended 31 
December 2015, the Audit Committee met five (5) times and the attendance at the Audit 
Committee meetings is as follows: 
 
Halim Bin Haji Din (Chairman) 5/5 
Yves Maurice Guy Marie Drieux  5/5 
Chia Seng Leng  5/5 
 
Shariah Committee 
 
The Shariah Committee was established in line with BNM’s Shariah Governance Framework 
for Islamic Financial Institutions (“BNM/RH/GL_012_3”) to provide an oversight on Shariah 
matters related to the Bank’s overall Islamic business activities in ensuring the Islamic 
banking products and services offered by the Bank and the relevant documentations are in 
compliance with Shariah principles at all times. In discharging its duties, the Shariah 
Committee is expected to disclose sufficient information in the Bank’s annual financial report 
on the state of compliance of the Bank’s Islamic banking business. 
 
During the financial year ended 31 December 2015, the Shariah Committee met seven (7) 
times and the attendance at the Shariah Committee meetings is as follows: 
 
Dato’ Dr Mohd Ali Bin Hj Baharum 7/7 
Prof Dato’ Dr Abdul Monir Bin Yaacob 7/7 
Datuk Fazlur Rahman Bin Ebrahim 7/7 
Dr Zaharuddin Bin Abdul Rahman 7/7 
Encik Muhammad Ali Jinnah Bin Ahmad 7/7 
  
The Shariah Committee complied with the mandatory Fit & Proper Criteria including 
minimum 75% attendance as required by BNM’s Shariah Governance Framework for Islamic 
Financial Institutions.  
 
Internal Controls 
 
Mechanisms are in place within the Bank to connect the oversight of the Board and the day to 
day functioning of the Bank’s employees are intended to ensure that the Bank conducts its 
daily businesses in accordance with the Bank’s objectives and policies and in compliance 
with the laws and regulations that govern the Bank’s businesses. The Bank’s risk 
management framework and governance structure are intended to provide comprehensive 
controls and ongoing management of its major risks. 
 
Management Reports 
 
The Board received and reviewed regular reports from the management on key operational, 
finance, legal and compliance matters. 
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BUSINESS PLAN AND OUTLOOK FOR THE NEXT FINANCIAL YEAR 
 
Business strategy for financial year ended 31 December 2015 
  
With Malaysia’s near-term economic outlook remaining overall favourable, even if the 
environment became more challenging given the evolution of the oil prices and the 
continuous pressure on the Ringgit, the Bank remained focused on its commitments to its 
clients by providing suitable solutions through the offering of its suite of products and 
expertise, combined with superior client service. Client portfolio continued to grow 
selectively on the back of the development of the local platform. The Bank maintained its 
strong risk and control culture, which are critical to set a strong foundation while embarking 
on our growth plans.  Apart from advisory, financing and capital market activities, the Bank 
continued to grow its market share in the flow business and transactional banking activities.  
 
For the current financial year, the Bank recorded a profit for the year of RM2.80 million. The 
challenging market conditions have put strong pressure on the performance of Global 
Markets while IBA did not benefit from the one-off exceptional transaction like in 2014. 
Despite good performance of ALM Treasury and a contribution of Transaction Banking 
above the ambitious budget, BNP Paribas Malaysia Berhad is posting significantly lower 
profit in 2015 compared to the previous year.  
 
The Bank’s total assets position as at 31 December 2015 stood at RM3.7 billion consistent 
with the position as at 31 December 2014.  Financial assets held for trading and available for 
sale have reduced considerably compensated with an increase in cash and short term funds 
and loans and advances.  As a result, the balance sheet size is maintained, funded by an 
increase in deposits from customers, whereas deposits and placements from banks and other 
financial institutions have shown a decrease. 
 
Outlook for 2016 
 
The year 2016 is expected to be a challenging year for the Malaysian economy, as downside 
risks on the external front have increased at a time when global growth forecasts have been 
revised downwards by both the IMF and World Bank. Oil-exporting and commodity-
dependent economies, encompassing both developing as well as developed countries, will be 
adversely affected not just by plunging commodity export prices, but also by rising 
borrowing costs and debt servicing charges. 
 
The Malaysian economy has been increasingly diversified away from reliance on 
commodities and the Government has taken steps to broaden the revenue base by introducing 
a Goods and Services Tax in 2015. Short-term risks include further decline in oil and 
commodity prices and continuous volatility on the currency. However, these would be 
mitigated by the increased diversification of the Malaysian economy and by the steps taken 
by the Government to increase budget revenues by introducing the Goods and Services Tax 
in 2015 together with the reduction of some expenses, among others include the removal of 
fuel subsidies. Other risks are related to the volatility in capital flows and from the US 
monetary policy. The longer-term overall favourable prospects for Malaysia’s well 
diversified and competitive economy hinges on pursuing structural reforms to strengthen 
medium-term fiscal planning, and boosting capabilities such as in terms of developing a  
sufficiently skilled pool of manpower in the country. 
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Attractiveness of the Malaysian economy would remain an asset for BNP Paribas Malaysia 
Berhad well positioned to support and accompany multinational corporations.    
 
The Bank would not compromise on selectivity and risk profile, remaining focussed on 
Malaysian champions both from the Corporate and Financial Institutions spheres. Global 
Market will keep on servicing the customers with suitable products and services while flow 
banking would remain a strategic component to finance the real economy.  Investment 
Banking will contribute to anchoring and developing the franchise of the Bank. 
 
In an even more challenging environment, BNP Paribas Malaysia Berhad is aiming at 
delivering higher value addition to all stakeholders and is budgeting a significantly higher 
profit for the year for 2016. 
 
Islamic Banking is gaining popularity in emerging markets with increasing interest in Islamic 
banking beyond Islamic investors. Governments and regulators in a variety of countries have 
already recognised the importance of Islamic banking as an attractive complement to 
conventional banking. 
 
BNPP Malaysia operates, through its Islamic Banking Window, as an Islamic banking hub 
for Asia Pacific with dedicated specialist teams offering Islamic tailor-made products and 
solutions.  Now that long awaited approvals have been received, Najmah is well positioned to 
tap into this increased interest in Islamic Banking. 
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RATINGS BY AN EXTERNAL RATING AGENCY 
 
Details of the Bank’s rating are as follows: 
 
Name of rating agency Date of the rating Rating received 
   
RAM Rating Services 
  Berhad (“RAM Ratings”) 

September 2015 Long term - AA2 
 Short term - P1 
 Outlook - Stable 

 
Rating classification description 
 
RAM Ratings has reaffirmed BNP Paribas Malaysia Berhad’s AA2/Stable/P1 financial 
institution ratings. The Bank’s ratings reflects the ready support derived from its parent, BNP 
Paribas SA, in terms of financial flexibility, as well as its ability to leverage on the Group’s 
global franchise, international network and technical knowledge. BNP Paribas is one of the 
world’s largest global financial institutions, with €1.99 trillion assets as at end December 
2015. 
 
 
HOLDING COMPANY 
         

 The Bank is a wholly-owned subsidiary of BNP Paribas S.A., a financial institution 
incorporated in France, which is also regarded by the Directors as the ultimate holding 
company of the Bank. 
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AUDITORS 
         
The auditors, Messrs. Deloitte, have indicated their willingness to continue in office. 
    
 
Signed on behalf of the Board 
in accordance with a resolution of the Directors,   
               
         
         
 
 
_______________________________________  
PIERRE VEYRES  
 
         
         
     
 
_______________________________________  
HALIM BIN HAJI DIN  
   
 
Kuala Lumpur, 
24 March, 2016 
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SHARIAH COMMITTEE’S REPORT 
 
In the name of Allah, the Beneficent, the Merciful 
 
In compliance with the letter of appointment, we are required to submit the following report: 
 
During the year ended 31 December 2015, we have: 
 

1. reviewed the principles and contracts relating to the transactions and applications 
introduced by BNP Paribas Malaysia Berhad (“the Bank”); and 

 
2. reviewed the products, processes, activities, transactional documents and contracts 

entered into and/or offered by the Bank. 
 

The abovementioned reviews and assessments are geared towards forming our opinion on the 
compliance of the Bank with Shariah principles and with the Shariah rulings issued by the 
Shariah Advisory Council of Bank Negara Malaysia and Securities Commission of Malaysia 
(where relevant) as well as the decisions made by us. 
 
The management of the Bank is responsible for ensuring that the Bank conducts its business 
in accordance with the Shariah principles. It is our responsibility to form an independent 
opinion, based on our review of the Bank’s operations and report to you. 
 
We have assessed the works carried out by the Shariah Review, Internal Audit and 
Operational Permanent Control (“OPC”), which were conducted by way of examining on test 
basis, each type of transactions, the relevant documentations and procedures adopted by the 
Bank. We note that the reviews and audit were planned and performed so as to obtain 
relevant information and explanations which we considered necessary in order to provide us 
with sufficient evidence to give reasonable assurance that the Bank has not violated Shariah 
principles.  
 
We passed rulings on two Shariah Non-Compliant transactions under the Commodity 
Murabahah deposit product, as identified and raised through Internal Audit and OPC 
respectively.  
 
The Shariah Non-Compliant transactions were detected in the operational process of 
Commodity Murabahah deposits, specifically on the failure to execute the contracts 
according to the correct sequence and proper documentation as stipulated in the Standard 
Operating Procedure. The income affected from these Shariah Non-Compliant transactions 
i.e. RM753.55 was donated to an approved charitable organisation, as endorsed by us and the 
Board of Directors. Subsequently, the payment was made on 5 January 2016.   
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The Shariah Committee and the Board of Directors had approved a rectification plan to 
strengthen the internal process to ensure non-recurrence in the future. The plan encompassed 
the following:  
 

1. Donation of the income to an approved charitable organisation;  
2. Review the existing operational process of Commodity Murabahah Deposit, 

particularly on the exchange of related documentations between the Bank and 
depositor;  

3. Refine the relevant official times for audit trail and Shariah compliance purpose; and 
4. Migrating to Asset Facilitation Platform to replace the manual exchange of 

documentation between brokers and the Bank. 
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In our opinion, for the year ended 31 December 2015, 
 

1. the products and processes of the Bank that we have reviewed and endorsed during 
the year ended 31 December 2015 are in compliance with Shariah principles; and 

 
2. the transactions and dealings entered into by the Bank, save and except for the 

identified Shariah Non-Compliant transactions, are in compliance with Shariah 
principles. 

 
We, the members of Shariah Committee of the Bank, do hereby confirm that in our opinion, 
the business and operations of the Bank for the year ended 31 December 2015, to the best of 
its effort and to the best of our knowledge, have been conducted in conformity with Shariah 
principles. 
 
 
 
 
 
 
 
Dato’ Dr Mohd Ali Bin Hj Baharum  
(Chairman) 
 

 
 
 
 
        
Dr Zaharuddin Bin Abdul Rahman 
(Deputy Chairman) 

 
 
 
 
 
Prof Dato’ Dr Abdul Monir Bin Yaacob 
(Member) 

 
 
 
 
 
Datuk  Fazlur Rahman Bin Ebrahim 
(Member) 

 
 
 
 
 
Muhammad Ali Jinnah Bin Ahmad               
(Member) 
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF  
BNP PARIBAS MALAYSIA BERHAD 
(Incorporated in Malaysia) 
  
Report on the Financial Statements  
 
We have audited the financial statements of BNP PARIBAS MALAYSIA BERHAD, which 
comprise the statement of financial position of the Bank as of 31 December 2015 and the 
statement of profit or loss and other comprehensive income, statement of changes in equity and 
statement of cash flows of the Bank for the year then ended, and a summary of significant 
accounting policies and other explanatory information, as set out on pages 19 to 116. 
  
Directors’ Responsibility for the Financial Statements 
 
The Directors of the Bank are responsible for the preparation of the financial statements so as to 
give a true and fair view in accordance with Malaysian Financial Reporting Standards, 
International Financial Reporting Standards and the requirements of the Companies Act, 1965 
in Malaysia. The Directors are also responsible for such internal control as the Directors 
determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
  
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with approved standards on auditing in Malaysia. 
Those standards require that we comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditors’ 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditors 
consider internal control relevant to the Bank’s preparation of financial statements that give a 
true and fair view in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Bank’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by the directors, as well as 
evaluating the overall presentation of the financial statements. 
 
(Forward) 
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We believe that the audit evidence that we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion.  
  
Opinion 
 
In our opinion, the financial statements give a true and fair view of the financial position of 
the Bank as of 31 December 2015 and its financial performance and cash flows for the year 
then ended in accordance with the Malaysian Financial Reporting Standards, International 
Financial Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia. 
 
Report on Other Legal and Regulatory Requirements 
 
In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report 
that in our opinion, the accounting and other records and the registers required by the Act to 
be kept by the Bank have been properly kept in accordance with the provisions of the Act. 
 
Other Matter 
 
This report is made solely to the member of the Bank, as a body, in accordance with Section 
174 of the Companies Act, 1965 in Malaysia and for no other purpose. We do not assume 
responsibility towards any other person for the contents of this report. 
 
 
 
 
 
DELOITTE    
AF 0080 
Chartered Accountants 
     
     
 
 
     
KAMARUL BAHARIN BIN TENGKU ZAINAL ABIDIN 
Partner - 2903/11/17 (J) 
Chartered Accountant 
 
 
 
24 March, 2016 
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BNP PARIBAS MALAYSIA BERHAD 
(Incorporated in Malaysia) 
 
STATEMENT OF FINANCIAL POSITION 
AS OF 31 DECEMBER 2015 
 
 Note  2015  2014 
   RM’000  RM’000 
 
ASSETS      
      
Cash and short-term funds  5  1,283,074  926,344 
Reverse repurchase agreements 6  203,907  18,985 
Financial assets held-for-trading 7  45,182  869,468 
Financial assets available-for-sale 8  479,672  651,873 
Loans and advances 9  584,765  574,391 
Derivative financial assets 10  948,973  455,939 
Statutory deposits with Bank Negara Malaysia 11  -  - 
Other assets 12  97,271  158,447 
Property, plant and equipment 13  2,499  3,269 
Intangible assets 14  2,600  2,600 
Deferred tax assets 15  -  384 
Tax recoverable 26  3,940  - 
      
TOTAL ASSETS   3,651,883  3,661,700 
      
LIABILITIES AND SHAREHOLDER’S 
  EQUITY 

     

Deposits from customers 16  1,641,010  1,442,276 
Deposits and placements of banks and  
   other financial institutions 
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1,022,385 

  
1,286,291 

Derivative financial liabilities 10  328,339  290,807 
Other liabilities 18  38,593  22,440 
Deferred tax liabilities 15  527  - 
Tax liabilities 26  -  3,587 
      
Total liabilities   3,030,854  3,045,401 
      
Issued capital 19  601,920  601,920 
Accumulated losses   (15,480)  (16,739) 
Reserves 20  34,589  31,118 
      
Shareholder’s equity   621,029  616,299 
      
TOTAL LIABILITIES AND 
  SHAREHOLDER’S EQUITY 

   
3,651,883 

  
3,661,700 

      
COMMITMENTS AND CONTINGENCIES 30  35,054,742  25,147,715 
 
 
The accompanying Notes form an integral part of the Financial Statements.
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BNP PARIBAS MALAYSIA BERHAD 
(Incorporated in Malaysia) 
         
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
FOR THE YEAR ENDED 31 DECEMBER 2015 
 
 
  Note  2015  2014 
    RM’000  RM’000 
 
Operating revenue   111,041  127,188 
      
Interest income 21  82,516  85,105 
Interest expense 22  (36,476)  (32,849) 
      
Net interest income   46,040  52,256 
Net income from Islamic banking business 36  731  273 
      
   46,771  52,529 
      
Other operating income 23  28,525  42,083 
Other operating expenses 24  (71,565)  (49,964) 
Write back for impairment on loans and advances 25  16  5,671 
Write back/(Allowance made) for doubtful debt 

on other receivables 
 

12 
  

738 
  

(2,220) 
      
Profit before tax   4,485  48,099 
Income tax expense 26  (1,685)  (17,126) 
      
Profit for the year   2,800  30,973 
      
Other comprehensive income, net of income 

tax: 
     

Items that may be reclassified subsequently to 
profit or loss: 

     

  Net fair value gain on available-for-sale 
  financial assets 

   
1,953 

  
588 

Realised gain transferred to statement of profit 
and loss on disposal of available for sale 

   
(23) 

  
(462) 

      
Other comprehensive income, net of tax   1,930  126 
      
Total comprehensive income for the year   4,730  31,099 
 
 
 
 
The accompanying Notes form an integral part of the Financial Statements. 
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BNP PARIBAS MALAYSIA BERHAD                
(Incorporated in Malaysia)           
                                             
STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED 31 DECEMBER 2015 
 
 
       Revaluation    
 

 
Issued  
capital 

Statutory  
reserve 

Regulatory 
reserve 

reserve-available 
-for-sale securities 

Accumulated 
losses 

 
Total 

 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 
        
Balance as of 1 January 2014 601,920  -  -  29  (16,749)  585,200 
Profit for the year -  -  -  -  30,973  30,973 
Transfer to statutory reserve -  24,366  -  -  (24,366)  - 
Transfer to regulatory reserve -  -  6,597  -  (6,597)  - 
Other comprehensive income                        -  -  -  126  -  126 
 
Balance as of 31 December 2014 

 
601,920 

  
24,366 

  
6,597 

  
155 

  
(16,739) 

  
616,299 

            
Balance as of 1 January 2015 601,920  24,366  6,597  155  (16,739)  616,299 
Profit for the year -  -  -  -  2,800  2,800 
Transfer to statutory reserve -  1,400  -  -  (1,400)  - 
Transfer to regulatory reserve -  -  141  -  (141)  - 
Other comprehensive income                        -  -  -  1,930  -  1,930 
            
Balance as of 31 December 2015 601,920  25,766  6,738  2,085  (15,480)  621,029 
 
 
 
The accompanying Notes form an integral part of the Financial Statements. 
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BNP PARIBAS MALAYSIA BERHAD 
(Incorporated in Malaysia) 
         
STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED 31 DECEMBER 2015 
 
  2015  2014 
  RM’000  RM’000 
 
CASH FLOWS FROM/(USED IN) OPERATING  
  ACTIVITIES 

   

Profit before tax 4,485  48,099 
Adjustments for:    
  Unrealised loss on derivative financial instruments  7,529  14,558 
  Depreciation of property, plant and equipment 1,711  1,641 
  Written-off of property, plant and equipment 6  13 
  (Gain)/Loss arising from sales of securities:    
    Financial assets held-for-sale 23  127 
    Financial assets held-for-trading (8,820)  (3,249) 
  Unrealised (gain)/loss on foreign exchange (267,722)  14,989 
  Unrealised (gain)/loss on revaluation of:  
    Financial assets held-for-trading 

 
(1,094) 

  
726 

  (Write back of allowance)/Allowance for doubtful debt on 
other receivables 

(738)  2,220 

  Amortisation of intangible assets -  34 
  Allowance for impairment on loans and advances  (16)  (5,671) 
    
 (264,636)  73,487 
    
(Increase)/Decrease in:    
  Reverse repurchase agreements (184,922)  (18,985) 
  Financial assets held-for-trading 834,200  (807,680) 
  Financial assets available-for-sale 174,715  (101,067) 
  Loans and advances (10,358)  (176,699) 
  Other assets 61,914  (127,702)  
    
Increase/(Decrease) in:    
  Deposits from customers 198,734  423,067 
  Deposits and placements of banks and other  
    financial institution 

 
(263,906) 

  
231,906 

  Derivative financial assets/liabilities (195,309)  (140,353)  
  Other liabilities 16,153  1,572 
    
Cash Generated From/(Used In) Operations 366,585  (642,454) 
Income tax paid (8,908)  (7,502) 
    
Net Cash From/(Used In) Operating Activities 357,677  (649,956) 
 
(Forward) 
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  Note  2015  2014 
    RM’000  RM’000 
 
CASH FLOWS USED IN INVESTING  
  ACTIVITY 

   

Purchase of property, plant and equipment (947)  (936) 
    
Net Cash Used In Investing Activities (947)  (936) 
 
NET INCREASE/(DECREASE) IN CASH  
  AND CASH EQUIVALENTS 

   
356,730 

  
(650,892) 

      
CASH AND CASH EQUIVALENTS         
  AT BEGINNING OF YEAR   926,344  1,577,236 
      
CASH AND CASH EQUIVALENTS  
  AT END OF YEAR 

   
1,283,074 

  
926,344 

      
ANALYSIS OF CASH AND CASH  
  EQUIVALENTS 

     

Cash and short-term funds 5  1,283,074  926,344 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying Notes form an integral part of the Financial Statements. 
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BNP PARIBAS MALAYSIA BERHAD 
(Incorporated in Malaysia) 
         
 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 31 DECEMBER 2015 
 
 
1. GENERAL INFORMATION 
         

The Bank is a limited liability company, incorporated and domiciled in Malaysia. 
 

The principal activities of the Bank are banking, related financial services and Islamic 
banking business. 
 
There have been no significant changes in the nature of the activities of the Bank 
during the financial year. 
 

 The registered office is located at Level 48A, Vista Tower, The Intermark, 348 Jalan 
Tun Razak, 50400 Kuala Lumpur, Malaysia.  

 
The principal place of business of the Bank is located at Vista Tower, Level 48A, The 
Intermark, 348 Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia. 
 
The financial statements of the Bank have been authorised by the Board of Directors 
for issuance in accordance with a resolution of the Directors on 24 March 2016. 

 
                     
2. BASIS OF PREPARATION OF FINANCIAL STATEMENTS 

 
The financial statements of the Bank have been prepared in accordance with Malaysian 
Financial Reporting Standards (“MFRSs”), International Financial Reporting Standards 
and the provisions of the Companies Act, 1965 in Malaysia. 
 
The financial statements also incorporate all activities relating to the Islamic banking 
business. Islamic banking business refers to banking business based on Shariah 
principles.   
 
New and Revised Standards and Amendments to MFRSs affecting amounts 
reported and/or disclosures in the financial statements 
 
In the current year, the Bank has applied a number of new and revised Standards and 
Amendments issued by the Malaysian Accounting Standards Board (MASB) that are 
relevant to its operations and effective for accounting period that begins on or after 1 
January 2015. 
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Annual Improvements to MFRSs 2010 - 2012 Cycle and 2011 - 2013 Cycle 
 
The Bank has applied the amendments to MFRSs included in the Annual 
Improvements to MFRSs 2010-2012 Cycle and 2011-2013 Cycle for the first time in 
the current year. The application of the amendments has had no impact on the 
disclosures or amounts recognised in the Bank’s financial statements. 
 
Revised BNM Policy Document on Classification and Impairment Provisions for 
Loans/Financing (“revised BNM Policy Document”)  
  
On 6 April 2015, BNM issued a revised Policy Document on Classification and 
Impairment Provisions for Loans/Financing which is applicable to licensed banks, 
licensed Islamic banks and licensed investment banks (collectively referred to as 
“banking institutions”) in Malaysia. The revised BNM Policy Document replaces two 
previous guidelines issued by BNM namely Classification and Impairment Provisions 
for Loans/Financing dated 9 November 2011 and Classification and Impairment 
Provisions for Loans/Financing - Maintenance of Regulatory Reserves dated 4 
February 2014. Some of the key changes introduced in the revised BNM Policy 
Document include classification of a loan/financing as impaired when the 
loan/financing is classified as rescheduled and restructured (“R&R”) in BNM’s 
Central Credit Reference Information System (“CCRIS”) and reclassification of a 
R&R loan/financing from impaired to non-impaired when repayments based on 
revised and/or restructured terms have been observed continuously for a period of at 
least 6 months. The requirements in the revised BNM Policy Document are effective 
on 1 January 2015, except for the following: 
 
(i) The requirements to classify a loan/financing described in Paragraph 9 of the 

revised BNM Policy Document as R&R in the CCRIS, which will be effective 
on or after 1 April 2015; and 

(ii)  The requirement for a banking institution to maintain, in aggregate, collective 
impairment provisions and regulatory reserves of not less than 1.2% of total 
outstanding loans/financing, net of individual impairment provisions, which 
will be effective beginning 31 December 2015. The Bank has early adopted 
this requirement in prior year.  

 
The revised policy did not have any impact to the Bank in the current year. 
 
New and Revised Standards and Amendments In Issue But Not Effective 

 
At the date of authorisation for issue of these financial statements, the new and 
revised Standards and Amendments relevant to the operations of the Bank which were 
in issue but not yet effective and not early adopted by the Bank are as listed below: 
 
MFRS 9 Financial Instruments2 
MFRS 15 Revenue from Contracts with Customers2 
Amendments to MFRS 101 Disclosure Initiative1 
Amendments to MFRS 116           
  and MFRS 138 

Clarification of Acceptable Methods of Depreciation 
and Amortisation1 
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Amendments to MFRSs contained in the document entitled Annual Improvements to 
MFRSs 2012-2014 Cycle1 

 
1  Effective for annual periods beginning on or after 1 January 2016 
2 Effective for annual periods beginning on or after 1 January 2018 
 
The Directors anticipate that the application of MFRS 9 in the future may have 
significant impact on amounts reported in respect of the Bank’s financial assets and 
financial liabilities. However, it is not practicable to provide a reasonable estimate of 
the effect of MFRS 9 until a detailed review has been completed. 
 
MFRS 9 Financial Instruments 

 
In November 2014, Malaysian Accounting Standards Board (“MASB”) issued the 
final version of MFRS 9 Financial Instruments which reflects all phases of the 
financial instruments project and replaces MFRS 139 Financial Instruments: 
Recognition and Measurement and all previous versions of MFRS 9. MFRS 9 is 
effective for annual periods beginning on or after 1 January 2018, with early 
application permitted. Retrospective application is required, but comparative 
information is not compulsory. 
  
The standard introduces new requirements for classification and measurement of 
financial assets and liabilities, impairment of financial assets and hedge accounting. 

 
 
Key requirements of MFRS 9:  
 
• All recognised financial assets that are within the scope of MFRS 139 

Financial Instruments: Recognition and Measurement are required to be 
subsequently measured at amortised cost or fair value. Specifically, debt 
investments that are held within a business model whose objective is to collect 
the contractual cash flows, and that have contractual cash flows that are solely 
payments of principal and interest on the principal outstanding are generally 
measured at amortised cost at the end of subsequent accounting periods. All 
other debt investments and equity investments are measured at their fair values 
at the end of subsequent accounting periods. In addition, under MFRS 9, 
entities may make an irrevocable election to present subsequent changes in the 
fair value of equity instrument (that is not held for trading) in other 
comprehensive income, with only dividend income generally recognised in 
profit or loss. 
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• With regard to the measurement of financial liabilities designated as at fair 
value through profit or loss, MFRS 9 requires that the amount of change in the 
fair value of the financial liability that is attributable to changes in the credit 
risk of that liability, is presented in other comprehensive income, unless the 
recognition of the effects of changes in the liability’s credit risk in other 
comprehensive income would create or enlarge an accounting mismatch in 
profit or loss. Changes in fair value attributable to a financial liability’s credit 
risk are not subsequently reclassified to profit or loss. Previously, under 
MFRS 139, the entire amount of the change in the fair value of the financial 
liability designated as at fair value through profit or loss was presented in 
profit or loss.  
 

• In relation to the impairment of financial assets, MFRS 9 requires an expected 
credit loss model, as opposed to an incurred credit loss model under MFRS 139. 
The expected credit loss model requires an entity to account for expected credit 
losses and changes in those expected credit losses at the end of each reporting 
period to reflect changes in credit risk since initial recognition. In other words, it 
is no longer necessary for a credit event to have occurred before credit losses are 
recognised.  
 

• The new general hedge accounting requirements retain the three types of hedge 
accounting mechanisms currently available in MFRS 139. Under MFRS 9, 
greater flexibility has been introduced to the types of transactions eligible for 
hedge accounting, specifically broadening the types of instruments that qualify 
for hedging instruments and the types of risk components of non-financial items 
that are eligible for hedge accounting. In addition, the effectiveness test has been 
overhauled and replaced with the principle of an “economic relationship”. 
Retrospective assessment of hedge effectiveness is also no longer required. 
Enhanced disclosure requirements about an entity’s risk management activities 
have also been introduced  

 
MFRS 15 Revenue from Contracts with Customers 
 

In May 2014, MFRS 15 was issued which establishes a single comprehensive model 
 for entities to use in accounting for revenue arising from contracts with customers. 
 MFRS 15 will supersede the current revenue recognition guidance including MFRS 
 118 Revenue, MFRS 111 Construction Contracts and the related interpretations when 
 it becomes effective. 

 
In May 2014, MFRS 15 was issued which establishes a single comprehensive model 

 for entities to use in accounting for revenue arising from contracts with customers. 
 MFRS 15 will supersede the current revenue recognition requirement including 
 MFRS 118 Revenue, MFRS 111 Construction Contracts and the related 
 interpretations when it becomes effective. 
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The core principle of MFRS 15 is that an entity should recognise revenue to depict the 
 transfer of promised goods or services to customers in an amount that reflects the 
 consideration to which the entity expects to be entitled in exchange for those goods or 
 services. Specifically, the Standard introduces a 5-step approach to revenue 
 recognition. 

 
 Step 1: Identify the contract with a customer 
 Step 2: Identify the performance obligations in the contract 
 Step 3: Determine the transaction price 
 Step 4: Allocate the transaction price to the performance obligations in the contract 
 Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation 

 
 Under MFRS 15, an entity recognises revenue when (or as) a performance obligation 
 is satisfied, i.e. when ‘control’ of the goods or services underlying the particular 
 performance obligation is transferred to the customer. Far more prescriptive guidance 
 has been added in MFRS 15 to deal with specific scenarios. Furthermore, extensive 
 disclosures are required by MFRS 15. 

 
Amendments to MFRS 116 and MFRS 138 Clarification of Acceptable Methods 
of Depreciation and Amortisation 
 
The amendments to MFRS 116 prohibit entities from using a revenue-based 
depreciation method for items of property and equipment. The amendments to MFRS 
138 introduce a rebuttable presumption that revenue is not an appropriate basis for 
amortisation of an intangible asset. This presumption can only be rebutted in the 
following two limited circumstances: 
 
a. when the intangible asset is expressed as a measure of revenue; or 

 
b. when it can be demonstrated that revenue and consumption of the economic 

benefits of the intangible asset are highly correlated. 
 
Currently, the Bank uses the straight-line method for depreciation and amortisation 
for its property and equipment, and intangible assets respectively. The Directors 
believe that the straight-line method is the most appropriate method to reflect the 
consumption of economic benefits inherent in the respective assets and accordingly, 
the Directors do not anticipate that the application of these amendments to MFRS 116 
and MFRS 138 will have a material impact on the Bank’s financial statements. 
 
Annual Improvements to MFRSs 2012-2014 Cycle 
 
The Annual Improvements to MFRSs 2012-2014 Cycle include a number of 
amendments to various MFRSs, which are summarised below. 
 
The amendments to MFRS 5 Non-current Assets Held for Sale and Discontinued 
Operation adds specific guidance in MFRS 5 for cases in which an entity reclassifies 
an asset from held-for-sale to held for distribution or vice versa and cases in which 
held-for-distribution accounting is discontinued. 
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The amendments to MFRS 7 Financial Instruments: Disclosures clarify the 
applicability of the amendments to MFRS 7 on offsetting disclosures to condensed 
interim financial statements. 
 
The amendments to MFRS 119 Employee Benefits clarify that the high quality 
corporate bonds used in estimating the discount rate for post-employment benefits 
should be denominated in the same currency as the benefits to be paid (thus, the depth 
of the market for high quality corporate bonds should be assessed at currency level). 
 
The amendments to MFRS 134 Interim Financial Reporting clarify the meaning of 
‘elsewhere in the interim report’ and require a cross-reference. 
 
The Directors do not anticipate that the application of these amendments will have a 
significant impact on the Bank’s consolidated financial statements. 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
Basis of Accounting 
 
The financial statements of the Bank have been prepared on the historical cost basis, 
unless otherwise indicated in the significant accounting policies stated below.  
 
Historical cost is generally based on the fair value of consideration given in exchange 
for assets. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date, regardless of whether that price is directly observable or estimated using another 
valuation technique. In estimating the fair value of an asset or a liability, the Bank 
takes into account the characteristics of the asset or liability if market participants 
would take those characteristics into account when pricing the asset or liability at the 
measurement date. Fair value for measurement and/or disclosure purposes in these 
consolidated financial statements is determined on such a basis, except for share-
based payment transactions that are within the scope of MFRS 2, leasing transactions 
that are within the scope of MFRS 117, and measurements that have some similarities 
to fair value but are not fair value, such as net realisable value in MFRS 102 or value 
in use in MFRS 136. 

 
Loans and receivables 
 
Loans and receivables include credits provided by the Bank and the Bank’s share in 
syndicated loans, unless they are held for trading purposes. 
 
Loans and receivables are initially measured at fair value or equivalent, which is 
usually the net amount disbursed at inception including directly attributable 
origination costs and certain types of fees or commission (syndication commission, 
commitment fees and handling charges) that are regarded as an adjustment to the 
effective interest rate on the loan. 
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Loans and receivables are subsequently measured at amortised cost. The income from 
the loan, representing interest plus transaction costs and fees/commission included in 
the initial value of the loan, is calculated using the effective interest method and taken 
to profit or loss over the life of the loan. 
 
Commission earned on financing commitments prior to the inception of a loan is 
deferred and included in the value of the loan when the loan is made. 
  
Commission earned on financing commitments when the probability of drawdown is 
low, or when there is uncertainty as to the timing and amount of drawdowns, is 
recognised on a straight-line basis over the life of the commitment. 
 
Securities 
 
Categories of securities 
 
Securities held by the Bank are classified into one of four categories. 
 
(i) Financial assets at fair value through profit or loss 
 
 Financial assets at fair value through profit or loss comprise of: 
 
  -  financial assets held for trading purposes; 
  -  financial assets that the Bank has designated, on initial recognition, at 

 fair value through profit or loss using the fair value option available under 
 MFRS139. 

 
 Securities in this category are measured at fair value at the reporting date. 
 Transaction costs are directly posted in the profit and loss. Changes in fair 
 value (excluding accrued interest on fixed-income securities) are included in 
 other operating income under “Net gain/loss on financial instruments at fair 
 value through profit or loss”, along with dividends from variable-income 
 securities and realised gains and losses on disposal. 
 
 Income earned on fixed-income securities classified into this category is 
 shown under “Interest income” in the statement of profit or loss and other 
 comprehensive income. Fair value incorporates an assessment of the 
 counterparty risk on these securities. 

 
(ii) Loans and receivables 
 

Securities with fixed or determinable payments that are not traded on an active 
market, apart from securities for which the owner may not recover almost all 
of its initial investment due to reasons other than credit deterioration, are 
classified as “Loans and receivables” if they do not meet the criteria to be 
classified as “Financial assets at fair value through profit or loss.” 
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These securities are measured and recognised as described in the accounting 
policy for loan and receivable’s above. 

 
(iii) Held-to-maturity financial assets 
 

Held-to-maturity financial assets are investments with fixed or determinable 
payments and fixed maturity that the Bank has the intention and ability to hold 
until maturity. Hedges contracted to cover assets in this category against 
interest rate risk do not qualify for hedge accounting as defined in MFRS139. 
 
Assets in this category are accounted for at amortised cost using the effective 
interest method, which builds in amortisation of premium and discount 
(corresponding to the difference between the purchase price and redemption 
value of the asset) and acquisition costs (where material). Income earned from 
this category of assets is included in “Interest income” in the statement of 
profit or loss and comprehensive income. 
 

(iv) Available-for-sale financial assets 
 
Available-for-sale financial assets are fixed-income and variable-income 
securities other than those classified as “fair value through profit or loss” or 
“held-to-maturity” or “loans and receivables”. 
 
Assets included in the available-for-sale category are initially recorded at fair 
value plus transaction costs where material. At the reporting date, they are 
remeasured at fair value, with changes in fair value (excluding accrued 
interest) shown on a separate line in shareholder’s equity, revaluation reserve - 
available for sale securities. Upon disposal, these unrealised gains and losses 
are transferred from shareholders’ equity to the statement of profit or loss and 
other comprehensive income, where they are included in other operating 
income under “Net gain/loss on available-for-sale financial assets”. 

 
Income recognised using the effective interest method for fixed-income available-for-
sale securities is recorded under “Interest income” in the statement of profit or loss 
and other comprehensive income. Dividend income from variable-income securities is 
recognised under “Net gain/loss on available-for-sale financial assets” when the 
Bank’s right to receive payment is established. 
 

 Date of recognition for securities transactions 
 
Securities classified as at fair value through profit or loss, held-to-maturity or 
available-for-sale financial assets are recognised at the trade date. 
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Regardless of their classification (at fair value through profit or loss, loans and 
receivable or debt), temporary sales of securities as well as sales of borrowed 
securities are initially recognised at the settlement date. For reverse repurchase 
agreements and repurchase agreements, a financing commitment, respectively given 
and received, is recognised between the trade date and the settlement date when the 
transactions are recognised, respectively, as “Loans and receivables” and 
“Liabilities”. 
 
Securities transactions are carried on the statement of financial position until the 
Bank’s rights to receive the related cash flows expire, or until the Bank has 
substantially transferred all the risks and rewards related to ownership of the 
securities. 
 
Functional and presentation currency 

 
The financial statements of the Bank are measured using the currency of the primary 
economic environment in which the entity operates (“the functional currency”). The 
financial statements are presented in Ringgit Malaysia (RM), which is also the Bank’s 
functional currency. 

 
The financial statements are presented in Ringgit Malaysia (RM) and all values are 
rounded to the nearest thousand (RM’000) except where otherwise indicated. 
 
Foreign currency transactions 
 
The methods used to account for assets and liabilities relating to foreign currency 
transactions entered into by the Bank, and to measure the foreign exchange risk 
arising on such transactions, depend on whether the asset or liability in question is 
classified as a monetary or a non-monetary item. 

 
Monetary assets and liabilities expressed in foreign currencies 
 
Monetary assets and liabilities expressed in foreign currencies are translated into the 
functional currency of the Bank at the closing rate. Translation differences are 
recognised in profit or loss, except for those arising from financial instruments 
designated as a cash flow hedge or a net foreign investment hedge, which are 
recognised in shareholder’s equity. 

 
Non-monetary assets and liabilities expressed in foreign currencies 
 
Non-monetary assets may be measured either at historical cost or at fair value. Non-
monetary assets expressed in foreign currencies are translated using the exchange rate 
at the date of the transaction if they are measured at historical cost, and at the closing 
rate if they are measured at fair value. 
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Translation differences on non-monetary assets expressed in foreign currencies and 
measured at fair value (variable-income securities) are recognised in profit and loss if 
the asset is classified under “Financial assets at fair value through profit or loss”, and 
in shareholders’ equity if the asset is classified under “Available-for-sale financial 
assets”, unless the financial asset in question is designated as an item hedged against 
foreign exchange risk in a fair value hedging relationship, in which case the 
translation difference is recognised in profit or loss. 
 
Impairment of financial assets 
 
Impairment of loans and receivables and held-to-maturity financial assets, provisions 
for financing and guarantee commitments 
 
An impairment loss is recognised against loans and held-to-maturity financial assets 
where (i) there is objective evidence of a decrease in value as a result of an event 
occurring after inception of the loan or acquisition of the asset; (ii) the event affects 
the amount or timing of future cash flows; and (iii) the consequences of the event can 
be reliably measured. Loans are initially assessed for evidence of impairment on an 
individual basis, and subsequently on a portfolio basis. Similar principles are applied 
to financing and guarantee commitments given by the Bank, with the probability of 
drawdown taken into account in any assessment of financing commitments. 
 
At an individual level, objective evidence that a financial asset is impaired includes 
observable data regarding the following events: 
 
-  the existence of accounts that are more than  three months past due; 
-  knowledge or indications that the borrower meets significant financial 

difficulty, such that a risk can be considered to have arisen regardless of 
whether the borrower has missed any payments; 

-  concessions with respect to the credit terms granted to the borrower that the 
lender would not have considered had the borrower not been meeting financial 
difficulty. 

 
The amount of the impairment is the difference between the carrying amount before 
impairment and the present value, discounted at the original effective interest rate of 
the asset, of those components (principal, interest, collateral, etc.) regarded as 
recoverable. Changes in the amount of impairment losses are recognised in profit or 
loss under “Allowance for impairment on loans, advances and financing”. Any 
subsequent decrease in an impairment loss that can be related objectively to an event 
occurring after the impairment loss was recognised is credited to profit or loss, also 
under “Allowance for impairment on loans, advances and financing”. Once an asset 
has been impaired, income earned on the carrying amount of the asset calculated at 
the original effective interest rate used to discount the estimated recoverable cash 
flows is recognised under “Interest income” in profit or loss. 
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Impairment losses on loans and receivables are usually recorded in a separate 
provision account which reduces the amount for which the loan or receivable was 
recorded in assets upon initial recognition. Provisions relating to off-balance sheet 
financial instruments, financing and guarantee commitments or disputes are 
recognised in liabilities. Impaired receivables are written off in whole or in part and 
the corresponding provision is reversed for the amount of the loss when all other 
means available to the Bank for recovering the receivables or guarantees have failed, 
or when all or part of the receivables have been waived. 
 
Counterparties that are not individually impaired are risk-assessed on a portfolio basis 
with similar characteristics. This assessment draws upon an internal rating system 
mapped to the local rating categories by RAM as indicated in Bank Negara 
Malaysia’s Capital Adequacy Framework. It enables the Bank to identify groups of 
counterparties which, as a result of events occurring since inception of the loans, have 
collectively acquired a probability of default at maturity that provides objective 
evidence of impairment of the entire portfolio, but without it being possible at that 
stage to allocate the impairment to individual counterparties. Changes in the amount 
of portfolio impairments are recognised in profit or loss. 
 
Based on the experienced judgement of the Bank’s divisions or Risk Management, the 
Bank may recognise additional collective impairment provisions with respect to a 
given economic sector or geographic area affected by exceptional economic events. 
This may be the case when the consequences of these events cannot be measured with 
sufficient accuracy to adjust the parameters used to determine the collective provision 
recognised against affected portfolios of loans with similar characteristics. 
 
Impairment of available-for-sale financial assets 
 
Impairment of available-for-sale financial assets (which mainly comprise securities) is 
recognised on an individual basis if there is objective evidence of impairment as a 
result of one or more events occurring since acquisition. 
 
In the case of variable-income securities quoted in an active market, the control 
system identifies securities that may be impaired on a long-term basis and is based on 
criteria such as a significant decline in quoted price below the acquisition cost or a 
prolonged decline, which prompts the Bank to carry out an additional individual 
qualitative analysis. This may lead to the recognition of an impairment loss calculated 
on the basis of the quoted price. 
 
In the case of fixed-income securities, impairment is assessed based on the same 
criteria applied to individually impaired loans and receivables. 
  
Impairment losses taken against variable-income securities are recognised on the line 
“Net gain/loss on available-for-sale financial assets”, and may not be reversed through 
profit or loss until these securities are sold. Any subsequent decline in fair value 
constitutes an additional impairment loss, recognised in profit or loss. 
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Impairment losses taken against fixed-income securities are recognised under 
“Allowances for impairment on loans, advances and financing”, and may be reversed 
through profit or loss in the event of an increase in fair value that relates objectively to 
an event occurring after the last impairment was recognised. 
 
Derivative instruments and hedge accounting 
 
All derivative instruments are recognised in the statement of financial position on the 
trade date at the transaction price, and are remeasured to fair value on the reporting 
date. 

 
Derivatives held for trading purposes 
 
Derivatives held for trading purposes are recognised in the statement of financial 
position in “Derivative financial asset” when their fair value is positive, and in 
“Derivative financial liability” when their fair value is negative. Realised and 
unrealised gains and losses are recognised in profit or loss. 
 
Derivatives and hedge accounting 
 
Derivatives contracted as part of a hedging relationship are designated according to 
the purpose of the hedge. 
  
Fair value hedges are particularly used to hedge interest rate risk on fixed rate assets 
and liabilities, both for identified financial instruments (securities, debt issues, loans, 
borrowings) and for portfolios of financial instruments (in particular, demand deposits 
and fixed rate loans). 
 
Cash flow hedges are particularly used to hedge interest rate risk on floating-rate 
assets and liabilities, including rollovers, and foreign exchange risks on highly 
probable forecast foreign currency revenues. 
 
At the inception of the hedge, the Bank prepares formal documentation which details 
the hedging relationship, identifying the instrument, or portion of the instrument, or 
portion of risk that is being hedged, the hedging strategy and the type of risk hedged, 
the hedging instrument, and the methods used to assess the effectiveness of the 
hedging relationship. On inception and at least quarterly, the Bank assesses, in 
consistency with the original documentation, the actual (retrospective) and expected 
(prospective) effectiveness of the hedging relationship. Retrospective effectiveness 
tests are designed to assess whether actual changes in the fair value or cash flows of 
the hedging instrument and the hedged item are within a range of 80% to 125%. 
Prospective effectiveness tests are designed to ensure that expected changes in the fair 
value or cash flows of the derivative over the residual life of the hedge adequately 
offset those of the hedged item. For highly probable forecast transactions, 
effectiveness is assessed largely on the basis of historical data for similar transactions. 
 
The accounting treatment of derivative and hedged items depends on the hedging 
strategy. 
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In a fair value hedging relationship, the derivative is remeasured at fair value in the 
statement of financial position, with changes in fair value recognised in profit or loss, 
symmetrically with the remeasurement of the hedged item to reflect the hedged risk. 
In the statement of financial position, the fair value remeasurement of the hedged 
component is recognised in accordance with the classification of the hedged item in 
the case of a hedge of identified assets and liabilities, or under “Remeasurement 
adjustment on interest rate risk hedged portfolios” in the case of a portfolio hedging 
relationship. 
 
If a hedging relationship ceases or no longer fulfils the effectiveness criteria, the 
hedging instrument is transferred to the trading book and accounted for using the 
treatment applied to this category. In the case of identified fixed-income instruments, 
the remeasurement adjustment recognised in the statement of financial position is 
amortised at the effective interest rate over the remaining life of the instrument. In the 
case of interest rate risk hedged fixed-income portfolios, the adjustment is amortised 
on a straight-line basis over the remainder of the original term of the hedge. If the 
hedged item no longer appears in the statement of financial position, in particular due 
to prepayments, the adjustment is taken to profit or loss immediately. 
 
In a cash flow hedging relationship, the derivative is measured at fair value in the 
statement of financial position, with changes in fair value taken to shareholders’ 
equity on a separate line, “Cash flow hedge reserve”. The amounts taken to 
shareholder’s equity over the life of the hedge are transferred to profit or loss as and 
when the cash flows from the hedged item impact profit or loss. The hedged items 
continue to be accounted for using the treatment specific to the category to which they 
belong. 
 
If the hedging relationship ceases or no longer fulfils the effectiveness criteria, the 
cumulative amounts recognised in shareholder’s equity as a result of the 
remeasurement of the hedging instrument remain in equity until the hedged 
transaction itself impacts profit or loss, or until it becomes clear that the transaction 
will not occur, at which point they are transferred to profit or loss. If the hedged item 
ceases to exist, the cumulative amounts recognised in shareholder’s equity are 
immediately taken to profit or loss. 
 
Whatever the hedging strategy used, any ineffective portion of the hedge is 
recognised in profit or loss under “Other operating income”. 
 
Hedges of net foreign currency investments in subsidiaries and branches are 
accounted for in the same way as cash flow hedges. Hedging instruments may be 
currency derivatives or any other non-derivative financial instrument. 
 
Embedded derivatives 
 
Derivatives embedded in hybrid financial instruments are separated from the value of 
the host contract and accounted for separately as a derivative if the hybrid instrument 
is not recorded as a financial asset or liability at fair value through profit or loss, and 
if the economic characteristics and risks of the embedded derivative are not closely 
related to those of the host contract. 
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Forward exchange contracts 
 
Unmatured forward exchange contracts are valued at forward rates as of the reporting 
date, applicable to their respective dates of maturity, and unrealised losses and gains 
are recognised in the statement of comprehensive income. 

 
Interest rates swap, futures, forward and option contracts 
 
The Bank acts as an intermediary with counterparties who wish to swap their interest 
obligations. The Bank also use interest rate swaps, futures, forward and option 
contracts in its trading account activities and in its overall interest rate risk 
management. 
 
Interest income or interest expense associated with interest rate swaps that qualify as 
hedges are recognised over the life of the swap agreement as a component of interest 
income or interest expense. Gains and losses on interest rates futures, forward and 
option contracts that qualify as hedges are generally deferred and amortised over the 
life of the hedged assets or liabilities as adjustments to interest income or interest 
expense. 
 
Gains and losses on interest rate swaps, futures, forward and option contracts that do 
not qualify as hedges are recognised in the current year using the mark-to-market 
method, and are included in profit or loss. 

 
Determination of fair value 
 
Financial assets and liabilities classified as fair value through profit or loss, and 
financial assets classified as available-for-sale, are measured and accounted for at fair 
value upon initial recognition and at subsequent dates. Fair value is defined as the 
amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm’s length transaction. On initial recognition, 
the value of a financial instrument is generally the transaction price (i.e. the value of 
the consideration paid or received). 
 
Fair value is determined: 
 
-  based on quoted prices in an active market; or 
-  using valuation techniques involving: 
-  mathematical calculation methods based on accepted financial theories; and 
-  parameters derived in some cases from the prices of instruments traded in active 

markets, and in others from statistical estimates or other quantitative methods 
resulting from the absence of an active market. 
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Whether or not a market is active is determined on the basis of a variety of factors. 
Characteristics of an inactive market include a significant decline in the volume and 
level of trading activity in identical or similar instruments, the available prices vary 
significantly over time or among market participants or observed transaction prices 
are not current. 
 
• Use of quoted prices in an active market 

If quoted prices in an active market are available, they are used to determine 
fair value. These represent directly quoted prices for identical instruments. 

 
• Use of models to value unquoted financial instruments 
 

The majority of over-the-counter derivatives are traded in active markets. 
Valuations are determined using generally accepted models (discounted cash 
flows, Black & Scholes model, interpolation techniques) based on quoted 
market prices for similar instruments or underlying. 

 
Some financial instruments, although not traded in an active market, are valued using 
methods based on observable market data. 
 
These models use market parameters calibrated on the basis of observable data such 
as yield curves, implicit volatility layers of options, default rates, and loss 
assumptions. 

 
The valuation derived from models is adjusted for liquidity and credit risk. Starting 
from valuations derived from median market prices, price adjustments are used to 
value the net position in each financial instrument at bid price in the case of short 
positions, or at asking price in the case of long positions. Bid price is the price at 
which a counterparty would buy the instrument, and asking price is the price at which 
a seller would sell the same instrument. 
 
Similarly, a counterparty risk adjustment is included in the valuation derived from the 
model in order to reflect the credit quality of the derivative instrument. 
 
The margin generated when these financial instruments are traded is taken to profit or 
loss immediately. 
 
Other illiquid complex financial instruments are valued using internally-developed 
techniques that are entirely based on data or on partially non-observable active 
markets. 
 
In the absence of observable inputs, these instruments are measured on initial 
recognition in a way that reflects the transaction price, regarded as the best indication 
of fair value. Valuations derived from these models are adjusted for liquidity risk and 
credit risk. 
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The margin generated when these complex financial instruments are traded (day one 
profit) is deferred and taken to profit or loss over the period during which the 
valuation parameters are expected to remain non-observable. When parameters that 
were originally non-observable become observable, or when the valuation can be 
substantiated in comparison with recent similar transactions in an active market, the 
unrecognised portion of the day one profit is released to profit or loss. 
 
Lastly, the fair value of unlisted equity securities is measured in comparison with 
recent transactions in the equity of the company in question carried out with an 
independent third party on an arm’s length basis. If no such points of reference are 
available, the valuation is determined either on the basis of generally accepted 
practices (EBIT or EBITDA multiples) or of the Bank’s share of net assets calculated 
using the most recent information available. 
 
Reclassification of financial assets 
 
The Bank may choose to reclassify non-derivative assets out from the held-for-trading 
category, in rare circumstances, where the financial assets are no longer held for the 
purpose of selling or repurchasing in the short-term. In addition, the Bank may also 
choose to reclassify financial assets that would meet the definition of loans and 
receivables out of the held-for-trading or available-for-sale categories if the Bank has 
the intention and ability to hold the financial asset for the foreseeable further or until 
maturity. 
 
Reclassifications are made at fair value as at the reclassification date, whereby the fair 
value becomes the new cost or amortised cost, as applicable. Any fair value gains or 
losses previously recognised in the statement of profit or loss and other 
comprehensive income is not reversed. 
 
During the financial year, the Bank has not made any such reclassification of financial 
assets.  
 
Income and expenses arising from financial assets and financial liabilities 
 
Income and expenses arising from financial instruments measured at amortised cost 
and from fixed income securities classified in “Available-for-sale financial assets” 
and “Held-for-trading financial assets” are recognised in profit or loss using the 
effective interest method. 
 
Net income from Islamic banking business are recognised using effective interest 
method.  
 
The effective interest rate is the rate that exactly discounts estimated future cash flows 
through the expected life of the financial instrument or, when appropriate, a shorter 
period, to the net carrying amount of the asset or liability in the statement of financial 
position. The effective interest rate calculation takes account of all fees received or 
paid that are an integral part of the effective interest rate of the contract, transaction 
costs, and premiums and discounts. 
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The method used by the Bank to recognise service-related commission income and 
expenses depends on the nature of the service. Commission treated as an additional 
component of interest is included in the effective interest rate, and is recognised in the 
profit or loss in “Net interest income”. Commission payable or receivable on 
execution of a significant transaction is recognised in profit or loss in full on 
execution of the transaction. Commission payable or receivable for recurring services 
is recognised over the term of the service. 
 
Commission received in respect of financial guarantee commitments is regarded as 
representing the fair value of the commitment. The resulting liability is subsequently 
amortised over the term of the commitment, under commission income in “Other 
operating income”. 
 
External costs that are directly attributable to an issue of new shares are deducted 
from equity net of all related taxes. 
 
Allowance for losses on loans and advances 
 
Allowance for losses on loans and advances includes movements in provisions for 
impairment of fixed-income securities and loans and receivables due from customers 
and credit institutions, movements in financing and guarantee commitments given, 
losses on irrecoverable loans and amounts recovered on loans written off. This 
caption also includes impairment losses recorded with respect to default risk incurred 
on counterparties for over-the-counter financial instruments, as well as expenses 
relating to fraud and to disputes inherent to the financing business. 
 
Derecognition of financial assets and financial liabilities 
 
The Bank derecognises all or part of a financial asset either when the contractual 
rights to the cash flows from the asset expire or when the Bank transfers the 
contractual rights to the cash flows from the asset and substantially all the risks and 
rewards of ownership of the asset. Unless these conditions are fulfilled, the Bank 
retains the asset in its statement of financial position and recognises a liability for the 
obligation created as a result of the transfer of the asset. 
 
The Bank derecognises all or part of a financial liability when the liability is 
extinguished in full or in part. 
 
Offsetting financial assets and financial liabilities 
 
A financial asset and a financial liability are offset and the net amount presented in 
the statement of financial position if, and only if, the Bank has a legally enforceable 
right to set off the recognised amounts, and intends either to settle on a net basis, or to 
realise the asset and settle the liability simultaneously. 
 
Repurchase agreements and derivatives traded with clearing houses that meet the two 
criteria set out in the accounting standard are offset in the statement of financial 
position. 
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Property, plant equipment and intangible assets 
 
Property, plant and equipment and intangible assets shown on the statement of 
financial position comprise assets used in operations. Assets used in operations are 
those used in the provision of services or for administrative purposes, and include 
non-property assets leased by the Bank as lessor under operating leases. 
 
Software developed internally by the Bank that fulfils the criteria for capitalisation is 
capitalised at direct development cost, which includes external costs and the labour 
costs of employees directly attributable to the project. 
 
Subsequent to initial recognition, property, plant and equipment and intangible assets 
are measured at cost less accumulated depreciation or amortisation and any 
impairment losses. 
 
The depreciable amount of property, plant and equipment and intangible assets is 
calculated after deducting the residual value of the asset. Only assets leased by the 
Bank as lessor under operating leases are presumed to have a residual value, as the 
useful life of property, plant and equipment and intangible assets used in operations is 
generally the same as their economic life. 
 
Property, plant and equipment and intangible assets are depreciated or amortised 
using the straightline method over the useful life of the asset. Depreciation and 
amortisation expense is recognised in profit or loss. An intangible asset with an 
indefinite useful life shall not be amortised.  
 
Renovation work-in-progress is not depreciated until they have been completed and 
ready for commercial operation. 
 
Where an asset consists of a number of components that may require replacement at 
regular intervals, or that have different uses or different patterns of consumption of 
economic benefits, each component is recognised separately and depreciated using a 
method appropriate to that component. 

 
The depreciation is made at the following rates: 
 
Office equipment  20% 
Renovation and installation 12.47% 
Furniture, fixtures and fittings 20% 
Computer equipment and hardware 20% - 33.33% 
 
Software maintenance costs are expensed as incurred. However, expenditure that is 
regarded as upgrading the software or extending its useful life is included in the initial 
acquisition or production cost. 
 
Depreciable property, plant and equipment and intangible assets are tested for 
impairment if there is an indication of potential impairment at the reporting date. Non-
depreciable assets are tested for impairment at least annually, using the same method as 
for goodwill allocated to cash-generating units. 
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If there is an indication of impairment, the new recoverable amount of the asset is 
compared with the carrying amount. If the asset is found to be impaired, an impairment 
loss is recognised in profit or loss. This loss is reversed in the event of a change in the 
estimated recoverable amount or if there is no longer an indication of impairment. 
Impairment losses are taken to profit or loss. 
 
Gains and losses on disposals of property, plant and equipment and intangible assets 
used in operations are recognised in profit or loss.  
 
Lessee accounting 
 
Leases contracted by the Bank as lessee are categorised as either finance leases or 
operating leases. 
 
•  Finance leases 
 

A finance lease is treated as an acquisition of an asset by the lessee, financed by 
a loan. The leased asset is recognised in the statement of financial position of 
the lessee at the lower of its fair value or the present value of the minimum lease 
payments calculated at the interest rate implicit in the lease. A matching 
liability, equal to the fair value of the leased asset or the present value of the 
minimum lease payments, is also recognised in the statement of financial 
position of the lessee. The asset is depreciated using the same method as that 
applied to owned assets, after deducting the residual value from the amount 
initially recognised, over the useful life of the asset. The lease obligation is 
accounted for at amortised cost. 

 
•  Operating leases 
 

The asset is not recognised in the statement of financial position of the lessee. 
Lease payments made under operating leases are taken to profit or loss of the 
lessee on a straight-line basis over the lease term. 

  
Employee benefits 
 
•  Short-term benefits 
 

Wages, salaries, bonuses and social security contributions are recognised as an 
expense in the period in which the associated services are rendered by 
employees of the Bank. Short-term accumulating compensated absences such as 
paid annual leave are recognised when services are rendered by employees that 
increase their entitlement to future compensated absences, and short-term non-
accumulating compensated absences such as sick leave are recognised when the 
absences occur. 
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•  Defined contribution plans 
 

Defined contribution plans are post-employment benefit plans under which the 
Bank pays fixed contributions into separate entities or funds and will have no 
legal or constructive obligation to pay further contributions if any of the funds 
do not hold sufficient assets to pay all employee benefits relating to employee 
services in the current and preceding financial years. Such contributions are 
recognised as an expense in the statement of profit or loss and other 
comprehensive income as incurred. As required by law, companies in Malaysia 
make such contributions to the Employees Provident Fund (“EPF”). 

 
•  Employee leave entitlement 
 

Employee entitlements to annual leave are recognised when they accrue to 
employees. A provision is made for the estimated liability for annual leave as a 
result of services rendered by employees up to the reporting date. 
 

•  Shared-based compensation 
 

BNP Paribas has set out share-based payment compensation for certain 
employees, including stock option and share award plans implemented as part 
of loyalty schemes and a Global Share-based Incentive Plan. As part of the 
Group’s variable remuneration policy, certain high-performing and newly 
recruited employees are offered a loyalty bonus scheme, entitling them to 
specific share-based remuneration, payable over the several years, and subject 
to the condition that the employees remain within the Group. 

 
Under MFRS 2: “Share-based payment”, the Company makes a charge to the 
profit or loss in connection with expenses relating to share-based payments 
from grant date to vesting date. 

 
Provisions recorded under liabilities  
 
Provisions recorded under liabilities (other than those relating to financial instruments, 
employee benefits and insurance contracts) mainly relate to restructuring, claims and 
litigation, fines and penalties, and tax risks. 
 
A provision is recognised when it is probable that an outflow of resources embodying 
economic benefits will be required to settle an obligation arising from a past event, and 
a reliable estimate can be made of the amount of the obligation. The amount of such 
obligations is discounted, where the impact of discounting is material, in order to 
determine the amount of the provision. 

 
Current and deferred tax 
 
Current tax expense is determined according to the Malaysian tax laws and includes all 
taxes based upon the taxable profits. 
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Deferred tax is recognised in full, using the liability method, on temporary differences 
arising between the amount attributed to assets and liabilities for tax purposes and their 
carrying amounts in the financial statements. However, deferred 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 transaction affects neither accounting nor 
taxable profit and loss. 
 
The carrying amount of deferred tax assets is reviewed at the end of each reporting 
period and reduced to the extent that it is no longer probable that sufficient future 
taxable profits will be available to allow all or part of the asset to be recovered.  
 
Deferred income tax related to fair value re-measurement of available-for-sale 
securities, which are charged or credited directly to equity, is also credited or charged 
directly to equity and is subsequently recognised in the statement of profit or loss and 
other comprehensive income together with the deferred gain or loss. 
 
Deferred tax is determined using tax rates (and tax laws) that have been enacted or 
substantially enacted by the reporting date and are expected to apply when the related 
deferred tax asset is realised or deferred tax liability is settled. 
 
Statement of cash flows 
 
The cash and cash equivalents balance is composed of the net balance of cash accounts 
and accounts with central banks, and the net balance of interbank demand loans and 
deposits. 
 
Changes in cash and cash equivalents related to operating activities reflect cash flows 
generated by the Bank’s operations, including cash flows related to investment 
property, held-to-maturity financial assets and negotiable certificates of deposit. 
 
Changes in cash and cash equivalents related to investing activities reflect cash flows 
resulting from acquisitions and disposals of property, plant and equipment. 
 
Changes in cash and cash equivalents related to financing activities reflect the cash 
inflows and outflows resulting from transactions with shareholders, cash flows related 
to bonds and debt securities (excluding negotiable certificates of deposit). 
 
 

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF 
ESTIMATION UNCERTAINTY 

 
Preparation of the financial statements involves making judgments, estimates and 
assumptions that affect the application of accounting policies and the reported amounts 
of assets, liabilities, income and expenses. They are assessed on an on-going basis and 
are based on experience and relevant factors, including expectations of future events 
that are believed to be reasonable under the circumstances. Actual results may differ 
from these estimates.  
 



Company No. 918091 - T  
   
   

45 

Revisions to accounting estimates are recognised in the period in which the estimates 
are revised and in any future period affected. There are no significant areas of 
estimation uncertainty and critical judgments in applying accounting policies that have 
significant effect on the amounts recognised in the financial statements other than those 
disclosed in the following:  
 
(i) Fair value of financial instruments 

 
The fair values of securities that are not traded in an active market are 
determined using valuation techniques based on assumptions of market 
conditions existing at the reporting date, including reference to quoted market 
prices and independent dealer quotes for similar securities and discounted cash 
flows method. 
 
Where the fair values of financial assets and financial liabilities cannot be 
derived from active markets, they are determined using a variety of valuation 
techniques that include the use of mathematical models. The input to these 
models is taken from observable markets where possible but where this is not 
feasible, a degree of judgement is required in establishing fair values. The 
judgements include consideration of liquidity and model inputs such as 
correlation and volatility for longer dated derivatives. 

 
(ii) Allowance for impairment on loans, advances and financing 

 
The Bank makes allowance for impairment on loans, advances and financing 
based on assessment of recoverability. Management makes judgement on the 
future and other key factors in respect of the recovery of loans and advances. 
Among the factors considered are the net realisable value of the underlying 
collateral value, the viability of the customer’s business model, the capacity to 
generate sufficient cash flow to service debt obligations and the aggregate 
amount and ranking of all other payable claims. 

  
 
5. CASH AND SHORT-TERM FUNDS 
 

 2015  2014 
 RM’000  RM’000 

 
At Amortised Cost:    
  Cash and balances with banks and other  
  financial institutions 

 
47,582 

  
51,805 

  Money at call and deposit placements  
   maturing within one month 

 
1,235,492 

  
874,539 

    
 1,283,074  926,344 
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6. REVERSE REPURCHASE AGREEMENTS  
 

 2015  2014 
 RM’000  RM’000 

 
At Amortised Cost:    
Government securities:    
  Malaysian Government Securities 203,907  18,985 

 
 
7. FINANCIAL ASSETS HELD-FOR-TRADING 
 

 2015  2014 
 RM’000  RM’000 

 
At Fair Value:    
Government securities:    
  Bank Negara Malaysia Debt Securities -  650,877 
  Malaysian Government Securities 25,832  208,566 
  Government Investment Issues 19,350  10,025 

    
 45,182  869,468 

 
 
8. FINANCIAL ASSETS AVAILABLE-FOR-SALE 
 

 2015  2014 
 RM’000  RM’000 

 
At Fair Value:    
Government securities:    

Malaysian Government Investment Issues 253,807  - 
  Malaysian Government Securities 225,865  304,065 
   Bank Negara Malaysia Debt Securities -  178,440 

    Malaysian Government Treasury Bills -  28,961 
  Money market instrument:    

  Negotiable Instruments of Deposit -  140,407 
    
 479,672  651,873 
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9. LOANS AND ADVANCES  
 

 2015  2014 
 RM’000  RM’000 

 At Amortised Cost: 
 

(i) By type 
 
Revolving credits 459,782  384,623 
Bridging loans -  91,205 
Term loans 46,011  38,078 
Trust receipts 40,902  25,538 
Bills discounting 21,616  17,889 
Other trade bills discounted 12,298  11,625 
Overdrafts 4,439  5,732 
    
Gross loans and advances 585,048  574,690 
    
Less: Allowance for impaired loans 
           and advances: 

   

             Collective assessment allowance (283)  (299) 
    
Net loans and advances 584,765  574,391 

 
(ii) By type of customer 

 
Domestic business enterprises 570,970  574,690 
Financial institutions 14,078  - 
    
 585,048  574,690 

 
(iii) By interest rate sensitivity 

 
Variable rate:    
   Cost plus 585,048  574,690 
 

(iv) By residual contractual maturity 
 
Maturity within one year 539,037  536,789 
More than one year to five years 32,325  22,845 
More than five years 13,686  15,056 
    
 585,048  574,690 
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 2015  2014 
 RM’000  RM’000 

 
(v) By geographical distribution 

 
In Malaysia 585,048  574,690 
 

(vi) By Sector 
 
Manufacturing 351,012  296,275 
Mining and quarrying -  140,014 
Transport, storage and communication 2,886  93,803 
Construction 24,523  6,308 
Wholesale and retail 3,524  3,278 
Financial services 14,078  - 
Other business services 175,339  35,012 
Real estate activities 13,686  - 
    
 585,048  574,690 

 
(vii) Movements in allowance for impaired loans and advances are as follows: 

 
The Bank has not identified any impaired loans for the current financial year. 
 
 2015  2014 
 RM’000  RM’000 

 
Collective Assessment Allowance    
Balance as of 1 January  299  5,970 
Less: Write back made during the financial  
           year 

 
(16) 

  
(5,671) 

    
Balance as of 31 December 283  299 
    
Collective impairment (inclusive of regulatory 
  reserve) as % of gross loans and advances  
  after deduction of individual assessment  
  allowance 

 
 
 
1.20% 

  
 
 
1.20%     
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10. DERIVATIVE FINANCIAL ASSETS/LIABILITIES 
 

Derivative financial instruments are off-balance sheet financial instruments whose 
values change in response to changes in prices or rates (such as foreign exchange 
rates, interest rates and security prices) of the underlying instruments. These 
instruments allow the Bank to transfer, modify or reduce its foreign exchange and 
interest rate risks via hedge relationships. Most of the Bank’s derivative trading 
activities relate to deals with customers which are normally laid off with 
counterparties. The Bank may also take positions with the expectation to gain from 
favourable movements in prices, rates or indices.  

  
As of reporting date, the Bank has positions in the following types of derivatives: 
 

 2015 
 Notional  Assets  Liabilities 

 RM’000  RM’000  RM’000 
Derivatives held for trading at  
  fair value through profit or loss  

 
 

 
 

       
Foreign exchange contracts:      
   Currency forwards 1,355,400  162,196  (10,581) 
   Currency swaps  15,540,213  721,323  (260,721) 
   Currency options 403,397  12,595  (4,553) 
   Currency spot 13,987  -  (9) 
      
Interest rate contracts:      
   Interest rate swaps 15,722,489  25,436  (36,532) 
      
Credit derivatives:      
   Credit default swaps 1,872,149  27,423  (15,943) 
      
Total derivative assets/(liabilities) 34,907,635  948,973  (328,339) 

 
 2014 
 Notional  Assets  Liabilities 

 RM’000  RM’000  RM’000 
Derivatives held for trading at  
  fair value through profit or loss  

 
 

 
 

       
Foreign exchange contracts:      
   Currency forwards 1,188,765  73,945  (3,763) 
   Currency swaps  9,093,634  280,923  (227,672) 
   Currency options 503,388  17,879  (2,989) 
      
Interest rate contracts:      
   Interest rate swaps 11,632,020  43,609  (37,542) 
      
Credit derivatives:      
   Credit default swaps 2,463,491  39,583  (18,841) 
      
Total derivative assets/(liabilities) 24,881,298  455,939  (290,807) 
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The table above shows the fair values of derivative financial instruments, recorded as 
assets or liabilities, together with their notional amounts. The notional amount, 
recorded at gross, is the amount of a derivative’s underlying variable or reference rate 
and is the basis upon which changes in the value of derivatives are measured. The 
notional amounts indicate the volume of transactions outstanding at year-end and are 
indicative of neither the market risk nor the credit risk. 
 
The fair values of the Bank’s derivative instruments are estimated by reference to 
quoted market prices. Internal models are used when no market prices are available. 

 
 
11. STATUTORY DEPOSITS WITH BANK NEGARA MALAYSIA 
 
 The non-interest bearing statutory deposits are maintained with Bank Negara 

Malaysia (“BNM”) in compliance with Section 37(1)(C) of the Central Bank of 
Malaysia Act, 1958 (revised 1994) to satisfy the Statutory Reserve Requirement 
(“SRR”), the amounts of which are determined at set percentages of total eligible 
liabilities. 

 
 As of 31 December 2015, the Bank has RMNil (2014: RMNil) statutory deposit with 

BNM as the Bank’s eligilible assets are in excess of eligible liabilities. 
 
 

12. OTHER ASSETS 
 

 2015  2014 
 RM’000  RM’000 

 
Other receivables  12,212  109,349  

Less: Allowance for doubtful debt on other receivables 
  

(1,482) 
  

(2,220) 
 

      
  10,730  107,129  
Collateral assets  84,542  49,515  
Deposits   1,010  1,001  
Prepayments  989  802  
      
  97,271  158,447  

 
Collateral assets represent cash collateral pledged to other banks and financial 
institutions for derivative transactions. 
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Included in other receivables is as following: 
 
(a) Receivable from the sales of financial assets held-for-trading amounting to RM 

Nil (2014: RM100,000,000); and  
 

(b) Fees receivables from related companies amounting to RM5,350,381 (2014:  
RM5,607,000).  

 
Movements of allowance for doubtful debt on other receivables are as follows: 

 
 2015  2014 
 RM’000  RM’000 

 
Individual impairment allowance    
Balance as of 1 January  2,220  - 
Add: Allowance made during the financial year -  2,220 
Less: Write back made during the financial year (738)  - 
    
Balance as of 31 December  1,482  2,220 

 
The other receivables of RM1,482,000 (2014: RM2,220,000) represent amount 
outstanding which are past due and impaired at the end of reporting period. 
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13. PROPERTY, PLANT AND EQUIPMENT 
 

 Office 
equipment 

and 
machinery  

  
Renovation 

and 
installation 

 Furniture, 
fixtures  

and  
fittings 

 Computer 
equipment 

and  
hardware 

  
 

Motor 
vehicle 

  
Renovation 

work-in 
progress 

  
 
 

Total 
 RM’000  RM’000  RM’000  RM’000  RM’000  RM’000  RM’000 

 
2015              
Cost              
At beginning of year 154  3,715  1,435  3,746  15  252  9,317 
Additions 41  159  82  278  -  387  947 
Write-off -  -  (67)  (103)  -  -  (170) 
Reclassification  -  252  -  -  -  (252)  - 
              
At end of year 195  4,126  1,450  3,921  15  387  10,094 

 
2014              
Cost              
At beginning of year 102  3,531  1,372  3,415  -  -  8,420 
Additions 52  184  102  331  15  252  936 
Write-off -  -  (39)  -  -  -  (39) 
              
At end of year 154  3,715  1,435  3,746  15  252  9,317 

 
(Forward) 
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 Office 

equipment 
and 

machinery 

  
Renovation 

and 
installation 

  
Furniture, 

fixtures  
and fittings 

 Computer 
equipment 

and  
hardware 

  
 

Motor 
vehicle 

  
Renovation 

work-in 
progress 

  
 
 

Total 
 RM’000  RM’000  RM’000  RM’000  RM’000  RM’000  RM’000 

 
2015              
Accumulated 
   Depreciation 

             

At beginning of year 76  2,219  1,000  2,751  2  -  6,048 
Charge for the year 38  681  300  689  3  -  1,711 
Write-offs -  -  (63)  (101)  -  -  (164) 
              
At end of year 114  2,900  1,237  3,339  5  -  7,595 
              
2014              
Accumulated 
   Depreciation 

             

At beginning of year 51  1,601  744  2,037  -  -  4,433 
Charge for the year 25  618  282  714  2  -  1,641 
Write-offs -  -  (26)  -  -  -  (26) 
              
At end of year 76  2,219  1,000  2,751  2  -  6,048 
              
Net Book Value              
As of 31 December 2015 81  1,226  213  582  10  387  2,499 
              
As of 31 December 2014 78  1,496  435  995  13  252  3,269 
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14. INTANGIBLE ASSETS 
 

 2015  2014 
 RM’000  RM’000 
Computer Software:    
    
Cost    
At 1 January/At 31 December 247  247 
    
Accumulated Depreciation    
At 1 January 247  213 
Amortisation for the year -  34 
    
At 31 December 247  247 
    
Net Book Value -  - 

  
Interbank Giro License Fees    
    
Cost    
At 1 January/31 December 2,600  2,600 
    
    
Accumulated Depreciation    
At 1 January -  - 
Amortisation for the year -  - 
    
At 31 December -  - 
    
Net Book Value 2,600  2,600 
    
Total Net Book Value 2,600  2,600 

 
 
15. DEFERRED TAX ASSETS/(LIABILITIES) 

 
 2015  2014 
 RM’000  RM’000 

 
At 1 January  384  6,464 
Recognised in profit or loss (Note 26)  (304)  (6,038) 
 Recognised in other comprehensive income  (607)  (42) 
     
At 31 December  (527)  384 
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to 
set off current tax assets against current tax liabilities and when the deferred income 
taxes relate to the same fiscal authority.  
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The components and movements of deferred tax assets and liabilities during the financial year are as follows: 
 
Deferred tax assets of the Bank: 

  
 
 
 

 

 
 

Loans  
and 

advances  

  
 

Property, 
plant and 
equipment 

  
Financial 

assets 
available-
for-sale 

  
 
 
 

Provisions 

  
 

Unused  
tax  

losses* 

  
 
 
 

Total 
 RM’000  RM’000  RM’000  RM’000  RM’000  RM’000 

 
2015 

 
At 1 January 75  (150)  (51)  510  -  384 
Recognised in profit or loss (75)  (31)  -  (198)   -  (304) 
Recognised in equity -  -  (607)  -  -  (607) 
            
At 31 December -  (181)  (658)  312  -  (527) 

 
2014 

 
At 1 January 1,492  (435)  (9)  610  4,806  6,464 
Recognised in profit or loss (1,417)  285  -  (100)  (4,806)  (6,038) 
Recognised in equity -  -  (42)  -  -  (42) 
            
At 31 December 75  (150)  (51)  510  -  384 
 
*  The unused tax losses is subjected to the approval by the tax authorities. 
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16. DEPOSITS FROM CUSTOMERS 
 

 2015  2014 
 RM’000  RM’000 

 
Type    
    
At Amortised Cost:     
  Demand deposits 329,388  324,158 
  Fixed deposits 444,441  712,486 
  Collateral deposits 588,255  138,936 
  Structured deposits 258,197  260,510 
  Commodity Murabahah 20,729  6,186 
    
 1,641,010  1,442,276 

 
(i) Maturity structure of fixed deposits from customers and other long-term 

deposits are as follows: 
 

 2015  2014 
 RM’000  RM’000 

 
Due within six months 1,271,284  850,832 
Six months to one year 40,338  6,776 
More than one year -  260,510 
    
 1,311,622  1,118,118 
 

(ii) The deposits are sourced from the following types of customers: 
 

 2015  2014 
 RM’000  RM’000 
 
Business enterprises 726,215  985,705 
Non-bank financial institutions  326,540  315,041 
Licensed banks 588,255  138,936 
Other financial institutions -  2,594 
    
 1,641,010  1,442,276 
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17. DEPOSITS AND PLACEMENTS FROM BANKS AND OTHER FINANCIAL 
 INSTITUTIONS 
 

 2015  2014 
 RM’000  RM’000 

 
At Amortised Cost:    
  Licensed banks -  286,591 
  Other financial institutions (Note 27) 1,022,385  999,700 
    
 1,022,385  1,286,291 

 
 
18. OTHER LIABILITIES 
 

 2015  2014 
 RM’000  RM’000 

 
Other payables 31,248  14,011 
Accruals and charges 7,345  7,911 
Other provision -  518 
    

 38,593  22,440 
 

Included in other payables is an amount of RM22,094,296 (2014: RM8,937,000) 
representing fees payable to a related company. 

 
 
19. ISSUED CAPITAL 
 

 2015  2014 
 RM’000  RM’000 

 
Authorised:    
  650,000 ordinary shares of RM1 each 650,000  650,000 
     
Issued and fully paid:    
  601,920 ordinary shares of RM1 each 601,920  601,920 
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20. RESERVES 
 

 2015  2014 
 RM  RM 
Non-distributable:    
   Revaluation reserve-available-for-sale securities 
      (Note a) 2,085  155 
   Statutory reserve (Note b) 25,766  24,366 
   Regulatory reserve (Note c) 6,738  6,597 
    
 34,589  31,118 

 
(a) Revaluation reserve-available-for-sale securities 

 
The revaluation reserve-available-for-sale securities represent cumulative fair 
value changes on securities available-for-sale. 
 

(b) Statutory reserve 
 
The statutory reserves of the Bank are maintained mainly in compliance with 
Section 47(2)(f) of the Financial Services Act 2013 and Section 57(2)(f) of the 
Islamic Financial Services Act 2013 and are not distributable as dividends. 
 

(c) Regulatory reserve 
 

The reserve is maintained as an additional credit risk absorbent to ensure the 
robustness of the financing impairment assessment methodology in excess of 
the requirements of accounting standards. The reserve is in line with the 
requirements of Bank Negara in which the Bank early adopted in prior year. 
 

 
21. INTEREST INCOME 
  

 2015  2014 
 RM’000  RM’000 

 
Loans and advances  23,677  14,298 
Money at call and deposit placements with  
  financial institutions 

 
33,439   

47,591 
Financial assets - Available-for-sale  21,522  17,918 
Financial assets - Held-for-trading  2,716  5,398 
Other interest income 1,848  1,186 
    
 83,202  86,391 
Amortisation of premium less accretion  
  of discount 

 
(686)   

(1,286) 
    
 82,516  85,105 
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22. INTEREST EXPENSE 
 

 2015  2014 
 RM’000  RM’000 
Deposits and placements from banks and other    
   financial institutions 3,885  2,518 
Deposits from customers 32,577  30,236 
Other interest expense 14  95 
    
 36,476  32,849 

 
 
23. OTHER OPERATING INCOME 
 

 2015  2014 
 RM’000  RM’000 

 
Fee income:    

Commissions 309  6,449 
Guarantee fees 877  918 
Other fee income:    

Unwinding fees 8,810  318 
Advisory fees 3,574  6,935 
Arrangement fees 1,150  7,206 
Extension fees -  - 
Other fees (2,087)  (816) 

    
 12,633  21,010 
    
Gain/(Loss) arising from sale of securities:    

Financial assets held-for-trading 8,820  3,249 
Financial assets available-for-sale (23)  (127) 

    
Loss on derivatives trading:    

Realised (47,744)  (2,780) 
Unrealised (7,529)  (14,558) 

    
Unrealised gain/(loss) on revaluation of financial 

assets held-for-trading 
 

1,094 
  

(726) 
    
Other income:    

Foreign exchange:     
Realised (loss)/gain (218,378)  35,941 
Unrealised gain/(loss) 267,722  (14,989) 

Recharges received from related companies 6,673  7,098 
Others 5,257  7,965 

    
 28,525  42,083 
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24. OTHER OPERATING EXPENSES 
 

 2015  2014 
 RM’000  RM’000 

 
Personnel costs (Note a) 35,652  25,636 
Establishment costs (Note b) 14,349  11,106 
Marketing expenses (Note c) 1,097  1,209 
Administration and general expenses (Note d) 20,467  12,013 
    
 71,565  49,964 

 
(a) Personnel costs 

 
Wages, salaries and bonuses 23,958  19,948 
Defined contribution retirement plan 3,403  2,441 
Social security cost 607  417 
Other staff related expenses 7,684  2,830 
    
 35,652  25,636 

  
(b) Establishment costs 

 
Share of information technology costs 6,439  4,143 
Depreciation of property, plant and 
  equipment (Note 13) 

 
1,711 

  
1,641 

Amortisation of intangible assets  
  (Note 14) 

 
- 

  
34 

Rental of premises 2,312  1,988 
Others 3,887  3,300 
    
 14,349  11,106 

   
(c) Marketing expenses 

   
Advertising 65  140 
Others 1,032  1,069 
    
 1,097  1,209 

 
(d) Administration and general expenses 

   
Legal and professional fees 2,261  1,883 
Communication and transportation 339  268 
Other general expenses 17,867  9,862 
    
 20,467  12,013 
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Included in the above expenditure are the following statutory disclosures: 
 

 2015  2014 
 RM’000  RM’000 

 
Directors’ remuneration  3,354  2,718 
Auditors’ remuneration:    
   Statutory audit  248  236 
   Others 30  60 
 
The remuneration attributable to the Managing Director of the Bank, including benefits-
in-kind during the year amounted to RM2,471,000 (2014:  RM1,918,000). 

 
Details of Directors’ remuneration of the Bank during the year are as follows: 
 
 Salary and 

other 
remuneration 

 
 

Fees 

  
 

Bonuses 

  
Benefits 
-in-kind 

  
 

Total 
 RM’000 RM’000  RM’000  RM’000  RM’000 

 
2015          
Managing Director/ 
Executive Director 

 
1,379 

  
- 

  
519 

  
573 

 
2,471 

Non-executive Directors -  883  -  -  883 
          
 1,379  883  519  573  3,354 

 
2014          
Managing Director/ 
Executive Director 

 
950 

  
- 

  
600 

  
368 

 
1,918 

Non-executive Directors -  800  -  -  800 
          
 950  800  600  368  2,718 

 
The details of the Directors of the Bank in office, and interest in shares and share 
options during the financial year are disclosed in the Report of the Directors. 
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The number of Directors of the Bank whose total remuneration during the financial 
period fell within the following bands is analysed below: 

 
 2015  2014 

 RM’000  RM’000 
    

Executive Directors    
Above RM500,000  1  1 
RM300,000 - RM500,000 -  - 
RM100,000 - RM299,000 -  - 
     
 1  1 
    
Non - Executive Directors    
Above RM100,000 2  2 
RM50,000 - RM100,000 1  - 
RM1 - RM49,999 -  - 
    
 3  2 

 
 
25. ALLOWANCE FOR IMPAIRMENT ON LOANS, ADVANCES AND 

FINANCING  
 
 2015  2014 
 RM’000  RM’000 

Allowance for impairment on loans, advances 
  and financing: 
 
Collective assessment allowance:    
 Written back in the financial year (16)  (5,671) 
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26. INCOME TAX EXPENSE 
 
 2015  2014 
 RM’000  RM’000 

         
Estimated tax payable:    
  Current tax 1,727  11,088 
  Overprovision in prior year (346)  - 
    
 1,381  11,088 
    
Deferred tax (Note 15)    
  Current year 40  6,038 
  Underprovision in prior year 264  - 
    
 304  6,038 
    
 1,685  17,126 
 
A numerical reconciliation of income tax expense to profit before tax at the applicable 
statutory income tax rate to income tax expense at the effective income tax rate of the 
Bank is as follows: 

 
 2015  2014 
 RM’000  RM’000 
    
Profit before tax 4,485  48,099 
    
Taxation at Malaysian statutory tax rate of 25%   1,121  12,025 
Tax effects of:    

Income not taxable for tax purposes (4)  - 
Expenses not deductible for tax purposes 645  5,101 
Effect on deferred tax due to reduction in tax rate 5   
(Over)/Under provision in prior years:    
   Current tax (346)  - 
   Deferred tax 264  - 

    
Income tax expense for the year 1,685  17,126 

 
The Finance (No.2) Act 2014 gazetted on 30 December 2014 enacts the reduction of 
corporate income tax rate from 25% to 24% with effect from year of assessment 2016. 
Accordingly, the applicable tax rates to be used for the measurement of any applicable 
deferred tax will be the expected rates. 
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27. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES 
 
 The Bank is a wholly-owned subsidiary of BNP Paribas S.A., a financial institution 

incorporated in France, which is also regarded by the Directors as ultimate holding 
company of the Bank. 
 
The related parties and their relationship with the Bank, are as follows: 
 
Name of related parties Relationship 
  
BNP Paribas S.A., Paris Ultimate holding company 
BNP Paribas, Doha Fellow subsidiary 
BNP Paribas, Tokyo Fellow subsidiary 
BNP Paribas, Canada Fellow subsidiary 
BNP Paribas, New York Fellow subsidiary 
BNP Paribas, Hong Kong Fellow subsidiary 
BNP Paribas, London Fellow subsidiary 
BNP Paribas, Abu Dhabi Fellow subsidiary 
BNP Paribas, Singapore Fellow subsidiary 
BNP Paribas, Geneva Fellow subsidiary 
BNP Paribas, Mumbai Fellow subsidiary 
BNP Paribas, Labuan Fellow subsidiary 
BNP Paribas Investment Partners, Malaysia Fellow subsidiary 
BNP Paribas Investment Partners Najmah, Malaysia Fellow subsidiary 
BNP Paribas Capital, Malaysia Fellow subsidiary 

 
Significant transactions undertaken by the Bank with related companies which are 
determined on a basis negotiated with the said parties are as follows: 

 
 2015  2014 
 RM’000  RM’000 
Income:    
  Recharges from intercompany 6,673  7,098 
  Other intercompany fees 4,715  5,402 
  Interest on cash and short-term funds 91  53 
  Other interest  111  557 
    
Expense:    
  Interest on deposits and placements of banks  
    and other financial institutions 3,368 

 
2,079 

  Other intercompany charges 13,189  5,612 
  Share of group and information technology costs 6,439  4,143 
  Interest on Murabahah deposits 166  139 
  Interest on current deposits 349  160 
  Interest on fixed deposits 175  92 
  Interest on collateral deposits -  21 
  Other interest 14  46 
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 Ultimate  
 holding Related 
2015 company parties 
 RM’000 RM’000 

 
Assets    
    
Cash and short-term funds 11,830  6,454 
Collateral assets 67,112  - 
Derivative financial assets 17,120  4,965 
Other assets 2,991  2,359 
    
 99,053  13,778 
    
Liabilities    
    
Demand deposits  -  7,386 
Fixed deposits -  8,503 
Deposits and placements of banks and other              
  financial institutions -  1,022,385 
Commodity Murabahah -  6,001 
Derivative financial liabilities  81,754  15,472 
Other liabilities  11,393  10,701 
    
 93,147  1,070,448 

   
   
2014   
   
Assets    
    
Cash and short-term funds 5,112  11,082 
Collateral assets 25,825  - 
Derivative financial assets 14,232  16,204 
Other assets 3,074  2,533 
    
 48,243  29,819 
    
Liabilities    
    
Demand deposits  -  5,654 
Fixed deposits -  4,507 
Deposits and placements of banks and other              
  financial institutions -  999,700 
Commodity Murabahah -  5,006 
Derivative financial liabilities  51,062  16,211 
Other liabilities  5,225  3,712 
    
 56,287  1,034,790 
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Compensation of key management personnel:  
 

The remuneration of Directors and other members of key management during the year 
are as follows: 

 
 2015  2014 
 RM’000  RM’000 

 
Salaries and other short-term employee benefits 3,702  2,983 
Post-employment benefits:    
  Defined contribution plan 73  64 
    
 3,775  3,047 

 
Included in the above are Directors’ remuneration as disclosed in Note 25. 

 
 
28. OPERATING LEASE ARRANGEMENTS 
 

The Bank has entered into non-cancellable operating lease agreements for the use of 
buildings. These leases have an average life of 3 years. There are no restrictions placed 
upon the Bank by entering into these leases. 
 
The future aggregate minimum lease payments under non-cancellable operating leases 
contracted for as of the reporting date but not recognised as liabilities are as follows: 
 
 2015  2014 
 RM’000  RM’000 

 
Future minimum rental payments:    
  Not later than 1 year 1,744  1,744 
  Later than 1 year and not later than 5 years 291  2,035 
    
 2,035  3,779 
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29. CREDIT TRANSACTIONS AND EXPOSURES WITH CONNECTED PARTIES 
  

 2015  2014 
 RM’000  RM’000 

 
Outstanding credit exposures with connected parties 173,451  158,362 
Total credit exposures 2,455,878  1,983,816 
    
Percentage of outstanding credit exposures to  
  connected parties:  

 
 

as a proportion of total credit exposures 7.06%  7.98% 
as a proportion of capital base 27.96%  25.70% 

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

 
 

- 

  
 

- 
 
The credit exposures above are derived based on Bank Negara Malaysia’s revised 
Guidelines on Credit Transactions and Exposures with Connected Parties, which are 
effective on 1 January 2008. 
 
Based on these guidelines, a connected party refers to the following: 
 
(i) Directors of the Bank and their close relatives; 
(ii) Controlling shareholder and their close relatives; 
(iii) Executive officer, being a member of management having authority and 

responsibility for planning and directing and/or controlling the activities of the 
Bank, and their close relatives; 

(iv) Officers who are responsible for or have the authority to appraise and/or 
approve credit transactions or review the status of existing credit transactions, 
either as a member of a committee or individually, and their close relatives; 

(v) Firms, partnerships, companies or any legal entities which control, or are 
controlled by any person listed in (i) to (iv) above, or in which they have an 
interest, as a Director, partner, executive officer, agent or guarantor, and their 
subsidiaries or entities controlled by them; 

(vi) Any person for whom the persons listed in (i) to (iv) above is a guarantor; and 
(vii) Subsidiary of or an entity controlled by the Bank and its connected parties. 
 
Due care has been taken to ensure that the credit worthiness of the connected party is 
not less than that normally required of other persons. 
 
Credit transactions and exposure to connected parties as disclosed above include the 
extension of credit facilities and/or off-balance sheet credit exposure such as 
guarantees, trade-related facilities and loan commitments. It also includes holding of 
equities and private debt securities issued by the connected parties. 
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30. COMMITMENTS AND CONTINGENCIES 
 
In the normal course of business, the Bank make various commitments and incur certain contingent liabilities with legal recourse to their 
customers. No material losses are anticipated as a result of these transactions. The commitments and contingencies are not secured against 
the Bank’s assets. 

 
Risk Weighted Exposures of the Bank as of 31 December are as follows: 

 
 2015 2014 
  Credit Risk-  Credit Risk- 
 Principal equivalent weighted Principal equivalent weighted 
 amount amount * amount amount amount * amount 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 
 
Direct credit substitutes 147,107  147,107  133,535  163,612  163,612  143,853 
Short-term self-liquidating trade-related  

contingencies 
 

- 
  

-  - 
  

47,805 
  

9,561  9,561 
Irrevocable commitments to extend credit:            

Maturity up to one year -  -  -  -  -  - 
Maturity more than one year -  -  -  55,000  27,500  27,500 

Foreign exchange related contracts:            
One year or less 15,237,185  982,810  407,097  8,658,297  414,500  151,586 
Over one year to five years 2,075,812  280,392  146,597  2,127,490  261,665  175,760 

 
 
 (Forward) 
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 2015 2014 
  Credit Risk-  Credit Risk- 
 Principal equivalent Weighted Principal equivalent Weighted 
 amount amount * Amount amount amount * Amount 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Interest rate related contracts:            

One year or less 7,331,439  14,267  4,918  3,729,220  7,677  2,561 
Over one year to five years 8,205,050  211,113  51,649  7,512,800  210,564  54,905 
Over five years 186,000  9,800  1,960  390,000  23,438  5,688 

Credit Derivative Contracts:            
One year or less 1,282,849  89,295  17,859  840,370  43,646  8,729 
Over one year to five years 589,300  20,133  4,027  1,623,121  102,308  21,554 

            
 35,054,742  1,754,917  767,642  25,147,715  1,264,471  601,697 
 
*  The credit equivalent amount is arrived at using the credit conversion factor as per Bank Negara Malaysia guidelines. 
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31.  COMPARATIVE FIGURES 
  

Certain comparative figures have been reclassified to conform to current year’s 
presentation. 
 

 As 
previously 
reported 

RM 

  
 

Reclassification 
RM 

  
As 

reclassified 
RM 

Statement of financial 
  position for the year 
  ended 31 December 2014 

     

  Property, plant and 
    equipment 

 
3,623 

  
(354) 

  
3,269 

  Other liabilities (22,794)  354  (22,440) 
      
Statement of cash flows 
  for the year ended  
  31 December 2014 

     

  Other liabilities 1,926  (354)  1,572 
  Purchase of property, plant 
    and equipment 

 
(1,290) 

  
354 

  
(936) 

 
 
32. EVENT AFTER THE YEAR END 
 
 As approved by the shareholder through a resolution passed pursuant to Section 147(6) 
 of the Companies Act 1965, dated 28 Jan 2016, the issued and paid-up share capital of 
 the Bank was increased from RM601,920,000 comprising 601,920,000 ordinary shares 
 of RM1.00 each to RM 650,000,000 comprising of 650,000,000 ordinary shares of 
 RM1.00 by the allotment and issuance of 48,080,000 new ordinary shares of RM1.00 
 each for total cash consideration of RM48,080,000 and that such new ordinary shares 
 shall rank parri passu with the existing ordinary shares of the Bank. 
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33. FINANCIAL RISK MANAGEMENT POLICIES 
 

The Bank has developed and implemented comprehensive policies and procedures to 
identify, mitigate and monitor risk across the entity which are based on BNP Paribas 
S.A. Group policies. These practices rely on constant communications, judgement and 
knowledge of products and markets by the people closest to them, combined with 
regular oversight by a central risk management group and senior management. 

 
(a) Operational Risk 

 
Operational risk is the risk of incurring a loss due to inadequate or failed internal 
processes, or due to external events, whether deliberate, accidental or natural 
occurrences. Management of operational risk is based on an analysis of the 
“cause – event – effect” chain. 
 
Internal processes giving rise to operational risk may involve employees and/or 
IT systems. External events include, but are not limited to floods, fire, 
earthquakes and terrorist attacks. Credit or market events such as default or 
fluctuations in value do not fall within the scope of operational risk. 
 
Operational risk encompasses human resources risks, legal risks, tax risks, 
information system risks, misprocessing risks, risks related to published 
financial information and the financial implications resulting from reputation 
and compliance risks. 
 
The Bank has implemented an Internal Operational Risk Self Assessment 
system, identifying areas and probability of risk. The actual occurrence of 
operational loss is entered into a Corporate Loss Database and reconciled 
against the financial statements. The Bank also has the Operational Risk 
Assessment Process and a Business Continuity Plan in place. 

 
(b) Credit Risk 

 
Credit risk is the risk of incurring a loss on loans and receivables (existing or 
potential due to commitments given) resulting from a change in the credit 
quality of the Bank’s receivables, which can ultimately result in default. The 
probability of default and the expected recovery on the loan or receivable in the 
event of default are key components of the credit quality assessment. 
 
Credit risk is measured at portfolio level, taking into account correlations 
between the values of the loans and receivables making up the portfolio 
concerned. 
 
Counterparty risk is the manifestation of credit risk in market, investment and/or 
payment transactions that potentially expose the Bank to the risk of default by 
the counterparty. It is a bilateral risk on a counterparty with whom one or more 
market transactions have been concluded. The amount of this risk may vary 
over time in line with market parameters that impact the value of the relevant 
market instrument. 
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Maximum exposure to credit risk 
 
The table below shows the maximum exposure to credit risk for the components 
of the statement of financial position, including derivative financial instruments. 
The maximum exposure is shown gross, without taking account of any 
collateral held or other credit enhancements. 

 
 Note  2015  2014 
   RM’000  RM’000 

 
Assets      
Cash and short-term funds 5  1,283,074  926,344 
Reverse repurchase agreements 6  203,907  18,985 
Financial assets held-for-trading 7  45,182  869,468 
Financial assets available-for-sale 8  479,672  651,873 
Loans and advances 9  585,048  574,690 
Derivative financial assets 10  948,973  455,939 
Other assets 12  98,753  160,667 
      
Total assets   3,644,609  3,657,966 
      
Commitments and contingencies 30  1,754,917  1,264,471 
      
Total credit exposure   5,399,526  4,922,437 

 
Risk concentrations for commitments and contingencies are based on the credit 
equivalent balances in Note 30. 
 
Where financial instruments are recorded at fair value, the amounts shown 
above represent the current credit risk exposure but not the maximum risk 
exposure that could arise in the future as a result of changes in values. 
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The following tables represent the Bank’s credit risk concentrations as of 31 December 2015: 
 

 

Cash and 
short-term 

funds 
RM’000 

Reverse 
repurchase 
agreement 
RM’000 

Financial 
assets held-
for-trading 

RM’000 

Financial 
assets 

available-
for-sale 
RM’000 

Loans 
and 

advances* 
RM’000 

 
Derivative 
financial 

assets 
RM’000 

Other 
assets** 
RM’000 

On balance 
sheet 
total 

RM’000 

Commitments 
and 

contingencies 
RM’000 

 
Concentration risk   
  by industry sectors  

   
     

     
 

  

Government and  
  central banks 1,142,601  203,907  45,182  479,672  -  -  -  1,871,362  - 
Manufacturing -  -  -  -  351,012  16,909  -  367,921  49,515 
Mining and 
  quarrying -  -  -  -  -  -  -  -  4,479 
Finance, insurance  
  and business 
  services 140,473  -  -  -  14,078  795,496  98,753  1,048,800  1,452,869 
Construction -  -  -  -  24,523  120,177  -  144,700  172,808 
Wholesale and retail -  -  -  -  3,524  -  -  3,524  248 
Real estate -  -  -  -  13,686  -  -  13,686  - 
Transport, storage 
  and communication -  -  -  -  2,886  159  -  3,045  10,663 
Other business 
  services -  -  -  -  175,339  16,232  -  191,571  64,335 
                  
  1,283,074  203,907  45,182  479,672  585,048  948,973  98,753  3,644,609  1,754,917 

 
*   Excludes collective assessment allowance amounting to RM282,608. 
**  Other assets exclude allowance for impairment on other assets amounting to RM1,482,000, deferred tax assets and property, plant 

and equipment. 
Risk concentrations for commitments and contingencies are based on the credit equivalent balances in Note 30. 
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Cash  
and  

short-term 
funds 

RM’000 

Reverse 
repurchase 
agreement 
RM’000 

 
Financial 

assets 
held-for-
trading 
RM’000 

Financial 
assets 

available-
for-sale 
RM’000 

Loans  
and 

advances* 
RM’000 

 
 

Derivative 
financial 

assets 
RM’000 

Other 
assets** 
RM’000 

On 
balance 

sheet  
total 

RM’000 

Commitments 
and 

contingencies 
RM’000 

 
Concentration    
  risk by    
  geographical 

sectors  

   

     

     

 

  

Malaysia 1,260,887  203,907  45,182  479,672  585,048  926,876  98,753  3,600,325  1,557,388 
United Kingdom 63  -  -  -  -  4,965  -  5,028  28,576 
France 11,830  -  -  -  -  17,120  -  28,950  127,190 
Hong Kong 1,944  -  -  -  -  -  -  1,944  - 
Singapore 607  -  -  -  -  12  -  619  14 
Others 7,743  -  -  -  -  -  -  7,743  41,749 
                  
  1,283,074  203,907  45,182  479,672  585,048  948,973  98,753  3,644,609  1,754,917 

 
*   Excludes collective assessment allowance amounting to RM282,608. 
**  Other assets exclude allowance for impairment on other assets amounting to RM1,482,000, deferred tax assets and property, plant 

and equipment. 
 
Risk concentrations for commitments and contingencies are based on the credit equivalent balances in Note 30. 
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The following tables represent the Bank’s credit risk concentrations as of 31 December 2014: 
 

 

Cash and 
short-term 

funds 
RM’000 

Reverse 
repurchase 
agreement 
RM’000 

Financial 
assets held-
for-trading 

RM’000 

Financial 
assets 

available-
for-sale 
RM’000 

Loans 
and 

advances* 
RM’000 

 
Derivative 
financial 

assets 
RM’000 

Other 
assets** 
RM’000 

On balance 
sheet 
total 

RM’000 

Commitments 
and 

contingencies 
RM’000 

 
Concentration risk   
  by industry 
  sectors  

   

     

     

 

  

Government and  
  central banks 900,656  18,985  869,468  511,466  -  -  -  2,300,575  - 
Manufacturing -  -  -  -  296,275  36,966  -  333,241  90,706 
Mining and 
  quarrying -  -  -  -  140,014  -  -  140,014  876 
Finance, insurance  
  and business 
  services 25,688  -  -  140,407  -  378,336  160,667  705,098  986,214 
Construction -  -  -  -  6,308  35,035  -  41,343  128,679 
Wholesale and retail -  -  -  -  3,278  8  -  3,286  8,303 
Transport, storage 
  and communication -  -  -  -  93,803  5,158  -  98,961  30,367 
Other business 
  services -  -  -  -  35,012  436  -  35,448  19,326 
                  
  926,344  18,985  869,468  651,873  574,690  455,939  160,667  3,657,966  1,264,471 

 
*   Excludes collective assessment allowance amounting to RM298,888. 
**  Other assets exclude allowance for impairment on other assets amounting to RM2,220,000, deferred tax assets and property, plant 

and equipment. 
Risk concentrations for commitments and contingencies are based on the credit equivalent balances in Note 30. 
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Cash  
and  

short-term 
funds 

RM’000 

Reverse 
repurchase 
agreement 
RM’000 

 
Financial 

assets 
held-for-
trading 
RM’000 

Financial 
assets 

available-
for-sale 
RM’000 

Loans  
and 

advances* 
RM’000 

 
 

Derivative 
financial 

assets 
RM’000 

Other 
assets** 
RM’000 

On 
balance 

sheet  
total 

RM’000 

Commitments 
and 

contingencies 
RM’000 

 
Concentration    
  risk by    
  geographical 

sectors  

   

     

     

 

  

Malaysia 902,553  18,985  869,468  651,873  574,690  425,452  160,667  3,603,688  1,110,262 
United Kingdom 69  -  -  -  -  16,121  -  16,190  21,993 
France 5,113  -  -  -  -  14,232  -  19,345  110,529 
Hong Kong 2,825  -  -  -  -  83  -  2,908  265 
Singapore 6,434  -  -  -  -  51  -  6,485  95 
Others 9,350  -  -  -  -  -  -  9,350  21,327 
                  
  926,344  18,985  869,468  651,873  574,690  455,939  160,667  3,657,966  1,264,471 

 
*   Excludes collective assessment allowance amounting to RM298,888. 
**  Other assets exclude allowance for impairment on other assets amounting to RM2,220,000, deferred tax assets and property, plant 

and equipment. 
 
Risk concentrations for commitments and contingencies are based on the credit equivalent balances in Note 30. 

 



Company No. 918091 - T    
             
 

77 

Gross loans and advances are analysed as follows: 
 

 2015  2014 
 RM’000  RM’000 

 
Neither past due nor impaired 585,048  574,690 
Less: Allowance for impaired loans and  
           advances  

 
 

           - Collective assessment allowance (283)  (299) 
    
 584,765  574,391 

 
Loans and advances neither past due nor impaired 

 
The credit quality of the portfolio of loans and advances that were neither past 
due nor impaired can be assessed as follows: 

 
 2015  2014 
 RM’000  RM’000 

 
BNP Paribas Ratings    
     
2- Very Good 14,078  - 
3- Good 145,113  - 
3 Good -  140,014 
4+ Above Average 103,456  111,878 
4  Above Average 38,370  35,012 
4- Above Average 24,523  6,308 
5+ Average 6,886  1,268 
5  Average 12,298  6,032 
 5- Average 21,888  17,882 
 6+ Below Average 84,169  89,246 
 6 Below Average 23,817  17,889 
 6- Below Average 78,847  35,017 
 7+  Poor 15,088  16,228 
 7  Poor 16,515  91,205 
 8+ Weak -  6,711 
 
 

 
585,048 

 
574,690 

 
The loans and advances are rated as 7+, 7 and 8+ in accordance to BNP Paribas 
Global ratings. These loans are categorised as medium risk to the Bank. 



Company No. 918091 - T    
             
 

78 

Credit quality of financial assets 
 

The table below presents an analysis of the credit quality of securities for the 
Bank by rating: 
 

 Available-For-Sale  
 

Malaysian 
government 

securities  

Malaysian 
government 
investment 

issues 

 Bank Negara 
Malaysia 

debt 
securities 

  
Negotiable 

instruments  
of deposit 

 
 
 

Total 
 RM’000 RM’000  RM’000  RM’000 RM’000 

 
2015          
         
A- 253,807  225,865  -  - 479,672 
         

 
 Held-For-Trading 

  
Government 
investment 

issues 

  
Malaysian 

government 
securities 

 Bank Negara 
Malaysia  

debt 
securities 

 
 
 

Total 
 RM’000  RM’000  RM’000 RM’000 

 
2015        
       
A- 19,350  25,832  - 45,182 

 
 Available-For-Sale  

 
Malaysian 

government 
securities  

 
Malaysian 

government 
treasury bills 

 Bank Negara 
Malaysia 

debt 
securities 

  
Negotiable 

instruments  
of deposit 

 
 
 

Total 
 RM’000 RM’000  RM’000  RM’000 RM’000 

 
2014          
         
AAA 304,065  28,961  178,440  100,134 611,600 
AA2 -  -  -  40,273 40,273 
         
Total 304,065  28,961  178,440  140,407 651,873 
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 Held-For-Trading 

  
Government 
investment 

issues 

  
Malaysian 

government 
securities 

 Bank Negara 
Malaysia  

debt 
securities 

 
 
 

Total 
 RM’000  RM’000  RM’000 RM’000 

 
2014        
       
AAA 10,025  208,566  650,877 869,468 

 
Financial effects of collaterals 

 
There are no collateral and other credit enhancements that mitigate credit risk 
held for loans and advances and other financial assets. 

 
(c) Market Risk 
 

Market risk is the risk of incurring a loss of value due to adverse trends in 
market prices or parameters, whether directly observable or not. 
 
Observable market parameters include, but are not limited to, exchange rates, 
interest rates, prices of securities and commodities (whether listed or obtained 
by reference to a similar asset), prices of derivatives, prices of other goods, and 
other parameters that can be directly inferred from them, such as credit spreads, 
volatilities and implied correlations or other similar parameters. 
 
Non-observable factors are those based on working assumptions such as 
parameters contained in models or based on statistical or economic analysis, as 
confirmed by market information. 

 
Liquidity is an important component of market risk. In times of limited or no 
liquidity, instruments or goods may not be tradable or may not be tradable at 
their estimated value. This may arise, for example, due to low transaction 
volumes, legal restrictions or a strong imbalance between demand and supply 
for certain assets. 

 
The Bank’s primary tool for the systematic measuring and monitoring of market 
risk is the Value at Risk (“VaR”) calculation, which is measured and monitored 
at the regional level by lines of businesses. VaR is an estimate of the expected 
loss in the value of the various regional lines of businesses’ activities, where the 
Bank’s activities are rolled up into, over a one-day time horizon. VaR allows for 
a consistent and uniform measure of market risk across all applicable products 
and activities. To calculate VaR, the Bank uses historical simulation, which 
measures risk across instruments and portfolios in a consistent and comparable 
way. This approach assumes that historical changes in market values are 
representative of future changes. The simulation is based upon date for the 
previous twelve months. 
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Besides VaR, other non-statistical limits such as basis point value and net open 
positions are used as market risk tools to limit the risk to which the businesses 
can be exposed to. 

 
The VaR of the Bank at the end of the financial year, based on one-day time 
horizon and at 99% confidence level, is RM3,219,030 (2014:  RM1,822,316). It 
represents the correlation and consequent diversification effects between risk 
types and portfolio types across trading and non-trading businesses. However, 
the use of this approach does not prevent losses outside of these limits in the 
event of more significant market movements.  

 
 2015  2014 

 RM’mil  RM’mil 
    

Aggregate VaR                  3.22  1.82 
 

The aggregate VaR includes the diversification effect of imperfect or negative 
correlations between certain risk types. Therefore the aggregate VaR can be 
lower than the sum of individual risk types on the same day (e.g. year end). 
 
The maximum VaR of the bank during the year is RM5,007,226 (2014: 
RM5,377,561) while the minimum VaR during the year is RM1,369,163 (2014: 
RM1,712,671). 

  
In practice, the actual trading results will differ from the VaR calculation and, in 
particular, the calculation does not provide a meaningful indication of profit or 
loss in stressed market conditions. To determine the reliability of the VaR 
models, actual outcomes are monitored regularly to test the validity of the 
assumptions and the parameters used in the VaR calculation. 
 

(d) Interest Rate Risk 
 

Interest rate risk is the potential change in interest rate levels including changes 
in interest rate differentials that arises mainly from the differing yields and 
maturity profiles between assets and liabilities. 

 
Interest rate is monitored through the market risk management systems as part 
of the overall market risk management of the Bank. The following tables 
represents the Bank’s assets and liabilities at carrying amounts, categorised by 
the earlier of contractual repricing or maturity dates as at reporting date. 
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The following table represents the Bank’s assets and liabilities at carrying amounts as of 31 December 2015: 
 

The Bank Non-Trading Book      

2015 Up to 1 - 3 3 – 12 1 - 5 Over Trading 
Non-

interest 
 

SPI-related  
 

 1 month months Months years 5 years book sensitive business Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Assets          
Cash and short-term funds 1,239,767 - - - - - - 43,307 1,283,074 
Reverse repurchase agreement 203,907 - - - - - - - 203,907 
Financial assets  
  held-for-trading - - - - - 45,182 - - 45,182 
Financial assets  
  available-for-sale - 101,358 312,378 31,436 - - - 34,500 479,672 
Loans and advances  462,709 63,184 13,144 32,325 13,686 - (283) - 584,765 
Derivative financial assets - - - - - 948,973 - - 948,973 
Other assets - - - - - - 95,164 2,107 97,271 
          
Total Assets 1,906,383 164,542 325,522 63,761 13,686 994,155 94,881 79,914 3,642,844 

 
(Forward) 
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The Bank Non-Trading Book      

2015 Up to 1 - 3 3 – 12 1 - 5 Over Trading 
Non-

interest 
 

SPI-related  
 

 1 month months Months years 5 years book sensitive business Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Liabilities          
Deposits from customers 1,217,666 271,029 94,036 - - - - 58,279 1,641,010 
Deposits and placements  
  of banks and other  
  financial institutions 161,460 645,349 215,576 - - - - 

 
 

- 1,022,385 
Derivative financial liabilities - - - - - 328,339 - - 328,339 
Other liabilities - - - - - - 38,561 32 38,593 
          
Total Liabilities 1,379,126 916,378 309,612 - - 328,339 38,561 58,311 3,030,327 
          
          
Net interest rate gap 527,257 (751,836) 15,910 63,761 13,686 665,816 56,320 21,603 612,517 
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The Bank Non-Trading Book      

2014 Up to 1 - 3 3 - 12 1 - 5 Over Trading 
Non-

interest 

Islamic 
banking 
window-
related  

 

 1 month months months years 5 years book sensitive business Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Assets          
Cash and short-term funds 906,812 - - - - - - 19,532 926,344 
Reverse repurchase agreement 18,985 - - - - - - - 18,985 
Financial assets  
  held-for-trading - - - - - 841,621 - 27,847 869,468 
Financial assets  
  available-for-sale 69,234 292,400 259,384 30,855 - - - - 651,873 
Loans and advances  401,048 129,469 6,272 22,845 15,056 - (299) - 574,391 
Derivative financial assets - - - - - 455,939 - - 455,939 
Other assets - - - - - - 157,814 633 158,447 
          
Total Assets 1,396,079 421,869 265,656 53,700 15,056 1,297,560 157,515 48,012 3,655,447 

 
(Forward) 
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The Bank Non-Trading Book      

2014 Up to 1 - 3 3 - 12 1 - 5 Over Trading 
Non-

interest 

Islamic 
banking 
window-
related  

 

 1 month months months years 5 years book sensitive business Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Liabilities          
Deposits from customers 1,047,950 48,090 59,309 260,510 - - - 26,417 1,442,276 
Deposits and placements  
  of banks and other  
  financial institutions 1,177,846 - 108,445 - - - - 

 
 

- 1,286,291 
Derivative financial liabilities - - - - - 290,807 - - 290,807 
Other liabilities - - - - - - 22,373 67 22,440 
          
Total Liabilities 2,225,796 48,090 167,754 260,510 - 290,807 22,373 26,484 3,041,814 
          
          
Net interest rate gap (829,717) 373,779 97,902 (206,810) 15,056 1,006,753 135,142 21,528 613,633 

 



Company No. 918091 - T    
             
 

85 

Included in the tables below are the Bank’s assets and liabilities categorised by their 
average effective interest rates per annum at the reporting date: 
 

  2015 
 MYR USD EUR AUD THB GBP 
  % % % % % % 
Financial Assets         
          
Cash and short-term funds 3.1516 0.3889 - - - - 
Reverse repurchase 
  agreement 3.2357 - - 

 
- 

 
- - 

Financial assets available 
  for-sale 3.5471 - - 

 
- 

 
- - 

Financial assets held-for 
  trading 3.9616 - - 

 
- 

 
- - 

Loans and advances  4.3025 1.1588 0.6380 - - - 
        
Financial Liabilities       
        
Deposits from customers 3.2181 0.2988 - 2.2200 - - 
Deposits and placements of 
  banks and other financial 
  institutions - 0.5609 - 

 
 

- 

 
 

2.0000 0.4300 
       
 

  2014 
 MYR USD EUR AUD THB GBP 
  % % % % % % 
Financial Assets         
          
Cash and short-term funds 3.3134 - - - - - 
Reverse repurchase 
  agreement 3.0000 - - 

 
- 

 
- - 

Financial assets available 
  for-sale 3.5146 - - 

 
- 

 
- - 

Financial assets held-for 
  trading 3.3655 - - 

 
- 

 
- - 

Loans and advances  4.6693 0.9512 - - - - 
        
Financial Liabilities       
        
Deposits from customers 3.1783 0.1712 - - - - 
Deposits and placements of 
  banks and other financial 
  institutions - 0.1531 - 

 
 

- 

 
 

- - 
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(e) Liquidity Risk 
 
 Liquidity risk is the risk that the Bank is unable to meet its cash flow obligations 

as they fall due, such as upon the maturity of deposits and loan drawdowns. 
 

The Assets and Liabilities Committee (“ALCO”) is primarily responsible for the 
strategic management of the Bank’s liquidity, the daily operations of which are 
carried out by the ALM Desk of the Treasury Department. 
 
ALCO monitors at its monthly meeting, adherence to the liquidity and 
mismatch limits, and compliance with BNP Paribas Group worldwide, ALCO 
guidelines and Bank Negara Malaysia’s Liquidity Coverage Ratio. 
 
The table below analyses the Bank’s non-derivative financial liabilities into 
relevant maturity groupings based on the remaining period from the reporting 
date to the contractual maturity date.  
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The financial assets and liabilities disclosed in the tables below will not agree to the carrying amounts reported in the statements 
of financial position as the amounts incorporate all contractual cash flows, on an undiscounted basis, relating to both principal and 
interest/profit payments. 
 
The Bank Up to 1 - 3 3 - 12 1 - 5 Over No specific  
2015 1 month months months years 5 years maturity Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 
        
Assets        
Cash and short-term funds 1,283,074 - - - - - 1,283,074 
Reverse repurchase agreement 203,907 - - - - - 203,907 
Financial assets held-for-trading - - - 23,759 21,423 - 45,182 
Financial assets available-for-sale - 101,358 346,878 31,436 - - 479,672 
Loan and advances 463,938 64,621 19,385 40,276 10,899 - 599,119 
Other assets - - - - - 97,271 97,271 
        
Total Assets 1,950,919 165,979 366,263 95,471 32,322 97,271 2,708,225 
        
Liabilities        
Deposits from customers 1,266,072 281,209 96,029 - - - 1,643,310 
Deposits and placements of banks  
  and other financial institutions 161,460 645,349 215,576 - - 

 
- 1,022,385 

Other liabilities - - - - - 38,593 38,593 
        
Total Liabilities 1,427,532 926,558 311,605 - - 38,593 2,704,288 
        
Net Liquidity gap 523,387 (760,579) 54,658 95,471 32,322 58,678 3,937 

 
 (Forward) 
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The Bank Up to 1 - 3 3 - 12 1 - 5 Over  
2015 1 month months months years 5 years Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Items not recognised in the 
statement of financial position       

Financial guarantees 427 1,042 31,424 100,850 13,364 147,107 
       
Net-settled derivatives 5 (7,637) 2,773 7,878 (2,635) 384 
Gross-settled derivatives       
  - Receipts 5,034,830 5,605,189 4,584,049 1,935,496 - 17,159,564 
  - Payments (5,007,337) (5,332,856) (4,238,269) (1,983,442) - (16,561,904) 
       
 27,498 264,696 348,553 (40,068) (2,635) 598,044 
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The Bank Up to 1 - 3 3 - 12 1 - 5 Over No specific  
2014 1 month months months years 5 years Maturity Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 
        
Assets        
Cash and short-term funds 926,344 - - - - - 926,344 
Reverse repurchase agreement 18,985 -     18,985 
Financial assets held-for-trading 608,252 93,293 50,826 109,918 7,179 - 869,468 
Financial assets available-for-sale 69,234 292,400 259,384 30,855 - - 651,873 
Loan and advances 401,642 130,133 8,523 27,725 14,174 - 582,197 
Other assets - - - - - 158,447 158,447 
        
Total Assets 2,024,457 515,826 318,733 168,498 21,353 158,447 3,207,314 
        
Liabilities        
Deposits from customers 1,075,914 49,378 65,283 260,320 - - 1,450,895 
Deposits and placements of banks  
  and other financial institutions 1,177,846 - 108,445 - - 

 
- 1,286,291 

Other liabilities - - - - - 22,440 22,440 
        
Total Liabilities 2,253,760 49,378 173,728 260,320 - 22,440 2,759,626 
        
Net Liquidity gap (229,303) 466,448 145,005 (91,822) 21,353 136,007 447,688 

 
 (Forward) 
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The Bank Up to 1 - 3 3 - 12 1 - 5 Over  
2014 1 month months months years 5 years Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Items not recognised in the 
statement of financial position       

Financial guarantees 26,878 29,363 72,914 70,103 12,159 211,417 
       
Net-settled derivatives - 2,868 (1,076) 26,454 (1,435) 26,811 
Gross-settled derivatives       
  - Receipts 3,119,882 2,545,837 2,853,141 2,087,698 - 10,606,558 
  - Payments (3,157,328) (2,545,483) (2,745,824) (2,065,935) - (10,514,570) 
       
 (37,446) 3,222 106,241 48,217 (1,435) 118,799 
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Financial assets have been reflected in the time band of the latest date on which 
they could be repaid, unless earlier repayment can be demanded by the Bank. 
Financial liabilities are included at the earliest date on which the counterparty 
can require repayment regardless of whether or not such early repayment results 
in a penalty. If the repayment of a financial asset or liability is triggered by, or is 
subject to, specific criteria, such as market price hurdles being reached, the asset 
is included in the latest date on which it can be repaid regardless of early 
repayment, the liability is included at the earliest possible date that the 
conditions can be fulfilled without considering the probability of the conditions 
being met. 

 
 The contractual maturity of the financial assets and liabilities highlight the 

maturity transformation which underpins the role of banks to lend longer-term 
but funded predominantly by short-term liabilities such as customer deposits. 

 
 Customer assets and liabilities (including non-maturing savings/current 

deposits) are represented on contractual basis or period when it can legally be 
withdrawn. On a behavioural basis, the assets and liabilities cash flows may 
differ from contractual basis. 

 
 Financial assets and financial liabilities held for trading are classified based on 

trading pattern. The cash flows of the derivatives are presented net as they are 
short-term in nature and held for trading. 

 
(f) Currency Risk 

 
Currency risk is the risk to earnings and value of financial instruments caused 
by the fluctuations in foreign exchange rates. It is managed in conjunction with 
market risk. 

 
The table below sets out the Bank’s exposure to currency risk. Included in the 
table are the Bank’s financial assets and liabilities at carrying amounts, 
categorised by currency. 
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The Bank      
2015 RM USD EUR Others Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 
      
Assets      
Cash and short-term funds 1,144,975 119,462 11,838 6,799 1,283,074 
Reverse repurchase agreement 203,907 - - - 203,907 
Financial assets held-for-trading 45,182 - - - 45,182 
Financial assets available-for-sale 479,672 - - - 479,672 
Loans and advances 457,492 113,478 14,078 - 585,048 
Derivative financial assets 41,247 895,395 5,136 7,195 948,973 
Other assets 11,110 86,057 67 37 97,271 
      
Total Assets 2,383,585 1,214,392 31,119 14,031 3,643,127 
      
Liabilities      
Deposits from customers 981,936 629,073 22,804 7,197 1,641,010 
Deposits and placements of banks  
  and other financial institutions  - 1,022,043 - 342 1,022,385 
Derivative financial liabilities 26,111 248,854 48,314 5,060 328,339 
Other liabilities 26,364 7,826 718 3,685 38,593 
      
Total Liabilities 1,034,411 1,907,796 71,836 16,284 3,030,327 
      
Currency gap 1,349,174 (693,404) (40,717) (2,253)  
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The Bank      
2014 RM USD EUR Others Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 
      
Assets      
Cash and short-term funds 902,555 7,541 5,113 11,135 926,344 
Reverse repurchase agreements 18,985 - - - 18,985 
Financial assets held-for-trading 869,468 - - - 869,468 
Financial assets available-for-sale 651,873 - - - 651,873 
Loans and advances 437,547 137,143 - - 574,690 
Derivative financial assets 52,826 400,267 2,663 183 455,939 
Other assets 131,664 26,729 45 9 158,447 
      
Total Assets 3,064,918 571,680 7,821 11,327 3,655,746 
      
Liabilities      
Deposits from customers 1,013,512 400,096 27,020 1,648 1,442,276 
Deposits and placements of banks  
  and other financial institutions  - 1,286,264 - 27 1,286,291 
Derivative financial liabilities 32,380 250,424 7,847 156 290,807 
Other liabilities 18,390 1,604 222 2,224 22,440 
      
Total Liabilities 1,064,282 1,938,388 35,089 4,055 3,041,814 
      
Currency gap 2,000,636 (1,366,708) (27,268) 7,272  
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34. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES 
 

Financial instruments comprise financial assets, financial liabilities and off-balance 
sheet financial instruments. Fair value is the amount at which the financial asset could 
be exchanged or a financial liability could be settled, between knowledgeable and 
willing parties in an arm’s length transaction. The information presented herein 
represents the best estimates of fair values as at the end of the reporting period. 

 
Where available, quoted and observable market prices are used as the measure of fair 
values. Where such quoted and observable market prices are not available, fair values 
are estimated based on appropriate methodologies and assumptions on risk 
characteristics of various financial instruments, discount rates, estimates of future cash 
flows and other factors. Changes in the uncertainties and assumptions could materially 
affect these estimates and the resulting fair value estimates. 

 
MFRS13 Fair Value Measurement requires each class of assets and liabilities 
measured at fair value in the statement of financial position after initial recognition to 
be categorised according to a hierarchy that reflects the significance of inputs used in 
making the measurements, in particular, whether the inputs used are observable or 
unobservable. The following levels of hierarchy are used for determining and 
disclosing the fair value of those financial instruments and non-financial assets: 

 
• Level 1: quoted prices (unadjusted) in active markets for identical assets or 

liabilities; characteristics of an active market include the existence of a 
sufficient frequency and volume of activity and of readily available prices; 
 

• Level 2: inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability either directly (ie. as prices) or indirectly 
(ie. derived from prices); these techniques are regularly calibrated and the 
inputs are corroborated with information from active markets; and 
 

• Level 3: inputs for the asset or liability that are not based on observable market 
data (unobservable inputs). An unobservable input is a parameter for which 
there are no market data available and that is therefore derived from proprietary 
assumptions about what other market participants would consider when 
assessing fair value. 

 
For financial instruments disclosed in Level 3 of the fair value hierarchy, a 
difference between the transaction price and the fair value may arise at initial 
recognition. This “Day One Profit” is deferred and released to the profit and 
loss account over the period during which the valuation parameters are 
expected to remain non-observable. When parameters that were originally non-
observable become observable, or when the valuation can be substantiated in 
comparison with recent similar transactions in an active market, the 
unrecognised portion of the day one profit is released to the profit and loss 
account. 
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The following table shows the Bank’s financial instruments which are measured at fair value and those that are not measured at 
fair value but for which fair value disclosures are provided, analysed by the various levels within the fair value hierarchy. It does 
not include those short-term/on demand financial assets and financial liabilities where the carrying amounts are reasonable 
approximation of their fair values: 

 

 
Carrying 
amount 

Fair 
value Level 1 Level 2 Level 3 

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

      2015      
      Financial Assets      Financial assets held-for-trading 45,182 45,182 - 45,182 - 
Financial assets available-for-sale 479,672 479,672 - 479,672 - 
Loans and advances* 584,765 584,765 - - 584,765 
Derivative financial assets 948,973 948,973 - 921,550 27,423 
      
Financial Liabilities      

Derivative financial liabilities 328,339 328,339 - 312,396 15,943 
 

*  Denotes financial instruments not carried at fair value but fair value disclosure required. 
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Carrying 
amount 

Fair 
value Level 1 Level 2 Level 3 

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

      2014      
      Financial Assets      Financial assets held-for-trading 869,468 869,468 - 869,468 - 
Financial assets available-for-sale 651,873 651,873 - 651,873 - 
Loans and advances* 574,391 574,391 - - 574,391 
Derivative financial assets 455,939 455,939 - 416,356 39,583 
      
Financial Liabilities      

Derivative financial liabilities 290,807 290,807 - 271,966 18,841 

 
*  Denotes financial instruments not carried at fair value but fair value disclosure required. 
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Reconciliation of movements in level 3 financial instruments 
 
 2015  2014 
 RM’000  RM’000 
    
Derivative Financial Assets    
At 1 January 39,583  41,099 
Loss recognised in profit or loss:    

Realised (8,159)  - 
Unrealised (4,001)  (1,516) 

    
At 31 December 27,423  39,583 
    
Derivative Financial Liabilities    
At 1 January 18,841  11,113 
(Gains)/Loss recognised in profit or loss:    

Realised (32)  - 
Unrealised (2,866)  7,728 

    
At 31 December 15,943  18,841 

 
Fair value is the amount for which an asset could be exchanged, or a liability settled, 
between knowledgeable, willing parties in an arm’s length transaction under normal 
market conditions.  
 
However, for certain assets such as loans, deposits and derivatives, fair values are not 
readily available as there is no open market where these instruments are traded. 
 
The fair values for these instruments are estimated based on the assumptions and 
techniques below. 
 
These methods are subjective in nature and therefore the fair values presented may 
not be indicative of the actual realisable value. 

 
(i) Cash and short-term funds 

 
The carrying amounts are a reasonable estimate of the fair values because of 
their short-term nature. 
 

(ii) Financial assets held-for-trading and available-for-sale  
 
The estimated fair value is based on quoted and observable market prices at 
the reporting date. Where such quoted and observable market prices are not 
available, fair value is estimated using pricing models or discounted cash 
flows techniques. Where discounted cash flows technique is used, the 
estimated future cash flows are discounted based on current market rates for 
similar instruments at the reporting date. 



Company No. 918091 - T  
   
   

98 
 

(iii) Loans and advances 
 
The fair values of fixed rate loans with remaining maturity of less than one 
year and variable rate loans are estimated to approximate their carrying values. 
For fixed rate loans with maturities of more than one year, the fair values are 
estimated based on discounted future cash flows of contractual instalment 
payments. In respect of nonperforming loans, the fair values are deemed to 
approximate the carrying values, net of specific allowance for bad and 
doubtful debts and financing.   
 

(iv) Deposits from customers 
 

Deposits from customers are valued at carrying amounts for all amounts on 
demand and below one year, while deposits over one year have been valued at 
discounted cash flows. 
 

(v) Deposits and placements from banks and other financial institutions 
 

Deposits and placements from banks and other financial institutions are valued 
at carrying amount. 

 
(vi)     Derivative financial instruments 

 
The fair value of foreign exchange derivatives, interest rate derivatives and 
equity derivatives is the estimated amount that the Bank would receive or pay 
to terminate the contracts at the reporting date. 
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Financial assets/  Fair Value as at 31.12.2015 Fair Value as at 31.12.2014 Valuation  

techniques and  
key inputs 

Significant 
unobservable 

inputs 

Relationship of 
unobservable 
inputs to fair 

value 

  Financial liabilities  Assets 
(RM’000) 

Liabilities 
(RM’000) 

Hierarchy Assets 
(RM’000) 

Liabilities 
(RM’000) 

Hierarchy 

    
Foreign exchange  
  derivative 

                 

  Currency forwards 162,196  10,581  Level 2  73,945  3,763  Level 2  Curve stripping which 
generates discount 
factors and forwards. 
Inputs are quoted 
market instruments. 

 N/A  N/A 

                  
  Currency swap 721,323  260,721  Level 2  280,923  227,672  Level 2  Curve stripping which 

generates discount 
factors and forwards. 
Inputs are quoted 
market instruments. 
 

 N/A  N/A 

  Currency spot -  9  Level 2  -  -  Level 2  Curve stripping which 
generates discount 
factors and forwards. 
Inputs are quoted 
market instruments. 

 N/A  N/A 

 
 
(Forward) 
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Financial assets/  Fair Value as at 31.12.2015 Fair Value as at 31.12.2014 Valuation  

techniques and  
key inputs 

Significant 
unobservable 

inputs 

Relationship of 
unobservable 
inputs to fair 

value 

  Financial liabilities  Assets 
(RM’000) 

Liabilities 
(RM’000) 

Hierarchy Assets 
(RM’000) 

Liabilities 
(RM’000) 

Hierarchy 

 
Foreign exchange  
  derivative 

            
 

    

  Currency options 12,595  4,553  Level 2  17,879  2,989  Level 2  Inputs are quoted market 
vanilla instruments and 
discount factors 
derived from curve 
stripping. Vanilla uses 
parameterised 
interpolation volatility 
smile. Exotic pricing 
uses local mixture 
model valued using 
Monte Carlo and PDE 
techniques. Model 
parameter derived from 
market one touch 
barrier prices. 

 N/A  N/A 

                  
Interest rate  
  derivative  

                 

  Interest rate swaps 25,436  36,532  Level 2  43,609  37,542  Level 2  Curve stripping which 
generates discount 
factors and forwards. 
Inputs are quoted 
market instruments. 

 N/A  N/A 
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Financial assets/  Fair Value as at 31.12.2015 Fair Value as at 31.12.2014 Valuation  

techniques and  
key inputs 

Significant 
unobservable 

inputs 

Relationship of 
unobservable 
inputs to fair 

value 

  Financial liabilities  Assets 
(RM’000) 

Liabilities 
(RM’000) 

Hierarchy Assets 
(RM’000) 

Liabilities 
(RM’000) 

Hierarchy 

 
Credit derivatives                   
   Credit defaults swaps 27,423  15,943  Level 3  39,583  18,841  Level 3  Interpolation and 

extrapolation are flat 
forward hazard rate. 
Inputs are credit 
spreads, recoveries 
and interest rate 
curves obtained from 
quoted market 
instruments. 

 Credit spreads, 
recoveries 
and interest 
rate curves 
obtained 
from quoted 
market 
instruments.  

 Perform Market 
Adjustment 
Parameter 
review on first 
to default 
correlation 
using market 
observable 
quotes. 

                  
Financial Assets                  
  Held-for-trading 45,182 

 
 -  Level 2 

 
 869,468 

 
 -  Level 2 

 
 Fair values based on 

observable inputs. 
 N/A  N/A 

                  
  Available-for-sale 479,672 

 
 -  Level 2 

 
 651,873 

 
 -  Level 2 

 
 Fair values based on 
  observable inputs. 

 N/A  N/A 
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35.  CAPITAL ADEQUACY 
 

 The components of Tier I and Tier II capital are as follows:  
 

 2015  2014 
 RM’000  RM’000 
    
Tier-I capital    
    
Paid-up share capital 601,920  601,920 
Statutory reserve 25,766  24,366 
Accumulated losses (15,339)  (16,739) 
    
 612,347  609,547 
    
Less:  Deferred tax assets -  (384) 
         55% of cumulative gains of AFS financial 
           instruments 

 
(1,147) 

  
(85) 

         Other disclosed reserves 2,085  155 
    
Total Tier-I capital 613,285  609,233 
    
Tier-II capital    
    
Collective assessment allowance 283  299 
Regulatory reserve 6,738  6,597 
    
Total Tier-II capital 7,021  6,896 
    
Total Capital base 620,306  616,129 
    
Capital Ratios    
    
Tier 1 Capital Ratio 27.443%  25.279% 
Total Capital Ratio 27.757%      25.566% 
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The breakdown of risk-weighted assets by each major risk category is as follows: 
 

 2015  2014 
  

Principal 
Risk 

Weighted 
  

Principal 
Risk 

Weighted 
 RM’000 RM’000  RM’000 RM’000 
      
Risk weight      
0% 1,618,265 -  1,508,521 - 
20% 808,932 161,786  758,746 151,749 
50% 161,129 80,565  134,084 67,042 
100% 1,061,208 1,061,208  1,034,042 1,034,042 
      
Credit risk  1,303,559   1,252,833 
Market risk  760,770   1,020,669 
Operational risk  170,419   136,492 
      
Total risk-weighted assets  2,234,748   2,409,994 

 
 
36. ISLAMIC BANKING WINDOW 
 

The Bank launched its Islamic banking business under its Islamic Banking Window on 
9 April 2012. The financial position as of 31 December 2015 and results for the 
financial year ended on this date under the Islamic Banking Window of the Bank are 
summarised as follows: 
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BNP PARIBAS MALAYSIA BERHAD                
(Incorporated in Malaysia)           
 
ISLAMIC BANKING WINDOW  
 
STATEMENT OF FINANCIAL POSITION 
AS OF 31 DECEMBER 2015 
 
 
  Note 2015  2014 
   RM’000  RM’000 
 
ASSETS      
      
Cash and short-term funds  (a)  43,307  19,532 
Financial assets held-for-trading (b)  -  27,847 
Financial assets available-for-sale (c)  34,500  - 
Other assets (d)  2,107  633 
Property, plant and equipment (e)  8  8 
Intangible assets (f)  -  - 
      
TOTAL ASSETS   79,922  48,020 

      
LIABILITIES AND ISLAMIC BANKING 

FUNDS 
     

      
Deposits from customers (g)  58,279  26,417 
Other liabilities (h)  32  67 
Deferred tax liabilities (i)  49  - 
      
Total liabilities   58,360  26,484 
      
Capital fund   24,350  24,350 
Accumulated losses   (2,942)  (2,814) 
Reserve   154  - 
      
Islamic banking funds (j)  21,562  21,536 
      
TOTAL LIABILITIES AND ISLAMIC  
  BANKING FUNDS 

   
79,922 

  
48,020 

      
COMMITMENTS AND CONTINGENCIES   -  - 
 
 
 
 
The accompanying Notes form an integral part of the Financial Statements. 
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BNP PARIBAS MALAYSIA BERHAD                
(Incorporated in Malaysia) 
           
ISLAMIC BANKING WINDOW  
 
STATEMENT OF COMPREHENSIVE INCOME 
FOR THE YEAR ENDED 31 DECEMBER 2015  
 
  Note 2015  2014 
   RM’000  RM’000 
Total income derived from  investment of  

Islamic banking funds and depositors’ funds 
   

1,778 
  

515 
      

Income derived from investment of Islamic  
banking funds and depositors’ funds 

 
(k) 

  
1,778 

  
515 

Profit expense to depositors   (1,047)  (242) 
      

Net income derived from investment of  
Islamic banking funds and depositors’ funds 

   
731 

  
273 

      

Other operating income (l)  858  1,182 
Other operating expenses (m)  (2,455)  (2,555) 
Write back/(Allowance for doubtful debt) on 

other receivables 
 

(d) 
  

738 
  

(1,238) 
      

Loss for the financial year before 
  zakat and taxation 

   
(128) 

  
(2,338) 

      
Zakat   -  - 
Income tax expense   -  - 
      
Loss for the financial year after zakat 
  and income tax  

   
(128) 

  
(2,338) 

      
Other comprehensive income:      
Items that may be reclassified subsequent to  

profit or loss: 
     

 
     Net fair value gain on available-for-sale 

   financial assets 
   

154 
  

- 
     Realised gain transferred to statement of 
        comprehensive income on disposal of  
        available-for-sale 

   
 

- 

  
 

(18) 
      
Other comprehensive income/(loss),  

net of tax 
   

154 
  

(18) 
      
Total comprehensive profit/(loss) for the year   26  (2,356) 
 
The accompanying Notes form an integral part of the Financial Statements. 
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BNP PARIBAS MALAYSIA BERHAD                
(Incorporated in Malaysia)           
                                             
ISLAMIC BANKING BUSINESS  
 
STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED 31 DECEMBER 2015  
  Revaluation    
 Capital  

fund 
reserve-available 

-for-sale securities 
Accumulated 

losses 
 

Total 
 RM’000 RM’000 RM’000 RM’000 
        
        
Balance as of 1 January 2014 24,350  18  (476)  23,892 
Loss for the year -  -  (2,338)  (2,338) 
Realised gain transferred to statement of 
  comprehensive income on disposal of available 
  for-sale 

 
 

- 

 

(18)  

 
 

- 

 

(18) 
        
Balance as of 31 December 2014 24,350  -  (2,814)  21,536 
        
Balance as of 1 January 2015 24,350  -  (2,814)  21,536 
Loss for the year -  -  (128)  (128) 
Unrealised net gain on revaluation of securities 
  available-for-sale 

 
- 

 
154  

 
- 

 
154 

        
Balance as of 31 December 2015 24,350  154  (2,942)  21,562 
        
The accompanying Notes form an integral part of the Financial Statements. 
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(a) CASH AND SHORT-TERM FUNDS  
 

 2015  2014 
 RM’000  RM’000 
    
At Amortised Cost    
Cash and balances with licensed banks  15,414  19,532 
Money at call and deposit placements maturing  
  within one month 

 
27,893 

  
- 

    
 43,307  19,532 

 
(b)  FINANCIAL ASSETS HELD-FOR-TRADING 

 
 2015  2014 
 RM’000  RM’000 
    
At Fair Value    
Government securities:    
  BNM Debt Securities -  27,847 

 
(c) SECURITIES - AVAILABLE FOR SALE 
 

 2015  2014 
 RM’000  RM’000 
    
At Fair Value    
Government securities:    
  Malaysian Government Investment Issues 34,500  - 

 
(d) OTHER ASSETS 
 

 2015  2014 
 RM’000  RM’000 

 
Other receivables, deposit and prepayments 2,607  1,871 
Less: Allowance for doubtful debt on other  
  receivables 

 
(500) 

  
(1,238) 

    
 2,107  633 
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Movements of allowance for doubtful debt on other receivables are as follows: 
 

 2015  2014 
 RM’000  RM’000 

 
Individual impairment allowance    
Balance as at 1 January  1,238  - 
Add: Allowance made during the financial year -  1,238 
Less: Write back made during the financial year (738)  - 
    
Balance as at 31 December  500  1,238 

 
The other receivables of RM500,000 represent amount outstanding which are past due 
and impaired at the end of reporting period 

 
(e) PROPERTY, PLANT AND EQUIPMENT 
 

 2015  2014 
 RM’000  RM’000 

 
Computer equipment:    
    
Cost    
At beginning of year 22  22 
Additions 7  - 
    
At end of year 29  22 

  
Accumulated Depreciation    
At beginning of year 14  7 
Charge for the year 7  7 
    
At end of year 21  14 

 
Net Book Value    
At end of year 8  8 
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(f) INTANGIBLE ASSETS 
 

 2015  2014 
 RM’000  RM’000 

 
Computer Software:    
    
Cost    
At 1 January 34  31 
Additions -  3 
    
At 31 December 34  34 
    
Accumulated Depreciation    
At 1 January 34  19 
Amortisation for the year -  15 
    
At 31 December 34  34 
    
Net Book Value -  - 

 
(g) DEPOSITS FROM CUSTOMERS 
 

Type 
 

 2015  2014 
 RM’000  RM’000 
    
At Amortised Cost:    
Non-Mudharabah Fund    
  Demand deposits 37,550  20,231 
  Commodity Murabahah 20,729  6,186 
    
 58,279  26,417 

 
(i) Maturity structure of deposit from customers is as follows: 

 
 2015  2014 
 RM’000  RM’000 
    

Due within six months 20,729  6,186 
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(ii) The deposits are sourced from the following types of customers: 
 
 2015  2014 
 RM’000  RM’000 

 
Business enterprise 4,290  944 
Domestic non-bank financial institution 53,989  25,473 

    
 58,279  26,417 

 
(h) OTHER LIABILITIES 
 

 2015  2014 
 RM’000  RM’000 

 
Other liabilities  32  67 

 
(i) DEFERRED TAX LIABILITIES 
 

 2015  2014 
 RM’000  RM’000 

 
At 1 January/Date of incorporation -  - 
 Recognised in other comprehensive income 49  - 
    
At 31 December 49  - 
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to 
set off current tax assets against current tax liabilities and when the deferred income 
taxes relate to the same fiscal authority.  
 

(j) ISLAMIC BANKING FUNDS 
 

 2015  2014 
 RM’000  RM’000 

 
Capital fund 24,350  24,350 
Revaluation reserve 154  - 
Accumulated losses  (2,942)  (2,814) 
    
 21,562  21,536 
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(k) INCOME DERIVED FROM INVESTMENT OF ISLAMIC BANKING FUNDS 
AND DEPOSITORS’ FUNDS 

 
 2015  2014 
 RM’000  RM’000 

 
Money at call and deposit placement with  
  financial institutions 

 
933 

  
16 

Financial assets held-for-trading (72)  20 
Financial assets available-for-sale 1,012  526 
Amortisation of premium less accretion of discount (95)  (47) 
    
 1,778  515 

 
(l) OTHER OPERATING INCOME 
 

 2015  2014 
 RM’000  RM’000 

 
Fee income:    
  Commissions 1  - 
  Other fee income -  500 
    
Net gain arising from sale of securities:    
  Financial assets held-for-trading 801  440 
  Unrealised loss on revaluation of financial assets 
    held-for-trading (3)  2 
    
Other income:    
  Foreign exchange:    
    Realised loss -  (5) 
    Unrealised loss -  (2) 
  Others 59  247 
    
 858  1,182 
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(m) OTHER OPERATING EXPENSES 
 

 2015  2014 
 RM’000  RM’000 

 
Personnel costs (Note i) 1,670  1,703 
Establishment costs (Note ii) 335  310 
Marketing expense (Note iii) 2  2 
Administration and general expenses (Note iv) 448  540 
    
 2,455  2,555 
 
(i) Personnel Costs 

 
 2015  2014 
 RM’000  RM’000 

 
Wages, salaries and bonuses 1,122  1,190 
Defined contribution retirement plan 2  212 
Social security cost 226  2 
Other staff related expense 320  299 
    
 1,670  1,703 

 
(ii) Establishment Costs 

 
 2015  2014 
 RM’000  RM’000 

 
Rental of premises 267  217 
Amortisation of intangible assets -  15 
Depreciation of property, plant and  
  equipment 

 
7 

  
7 

Others 61  71 
    
 335  310 

 
(iii) Marketing Expenses 

 
 2015  2014 
 RM’000  RM’000 

 
Other 2  2 
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(iv) Administration and General Expenses 
 

 2015  2014 
 RM’000  RM’000 

 
Legal and professional fees 310  384 
Others 138  156 
    
 448  540 

 
Included in administration and general expenses is the Shariah Committee’s 
remuneration of RM269,250 (2014: RM263,250). 

 
 
(n) CAPITAL ADEQUACY 

 
 The components of Tier I and Tier II capital are as follows: 
 

 2015  2014 
 RM’000  RM’000 
    
Tier-I capital    
    
Capital fund 24,350  24,350 
Accumulated losses (2,942)  (2,814) 
    
 21,408  21,536 
Less:  55% of cumulative gains of AFS instruments (85)  - 

      Other disclosed reserves 154  - 
    
Total Tier-I capital 21,477  21,536 
    
Tier-II capital    
    
Collective assessment allowance -  - 
    
Total Tier-II capital -  - 
    
Total Capital base 21,477  21,536 
    
Capital Ratios    
    
Tier 1 Capital Ratio 349.902%  405.574% 
Total Capital Ratio 349.902%  405.574% 
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The breakdown of risk-weighted assets by each major risk category is as follows: 
 

 2015  2014 
  

Principal 
Risk 

Weighted 
  

Principal 
Risk 

Weighted 
 RM’000 RM’000  RM’000 RM’000 
      
Risk weight      
0% 75,338 -  16,318 - 
20% - -  - - 
100% 2,777 2,777  1,871 1,871 
      
Credit risk  2,777   1,871 
Market risk  -   888 
Operational risk  3,361   2,551 
      
Total risk-weighted assets  6,138   5,310 
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The following table represents the Islamic Banking Window’s assets and liabilities at carrying amounts as of 31 December 2015: 
 

The Bank Up to 1 - 3 3 - 12 1 – 5 Over No specific  
2015 1 month months months years 5 years maturity Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Assets        
Cash and short-term funds 43,307 - - - - - 43,307 
Financial assets available-for-sale - - 34,500 - - - 34,500 
Other assets - - - - - 2,107 2,107 
        
Total Assets 43,307 - 34,500 - - 2,107 79,914 

 
Liabilities        
Deposits from customers 48,232 10,015 32 - - - 58,279 
Other liabilities - - - - - 32 32 
        
Total Liabilities 48,232 10,015 32 - - 32 58,311 
        
Net liquidity gap (4,925) (10,015) 34,468 - - 2,075 21,603 
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The Bank Up to 1 - 3 3 - 12 1 - 5 Over No specific  
2014 1 month months months years 5 years maturity Total 
 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 

 
Assets        
Cash and short-term funds 19,532 - - - - - 19,532 
Financial assets held-for-trading - 27,847 - - - - 27,847 
Other assets - - - - - 633 633 
        
Total Assets 19,532 27,847 - - - 633 48,012 

 
Liabilities        
Deposits from customers 26,241 - 176 - - - 26,417 
Other liabilities - - - - - 67 67 
        
Total Liabilities 26,241 - 176 - - 67 26,484 
        
Net liquidity gap (6,709) 27,847 (176) - - 566 21,528 
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