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Become the leading finandal solutiens provider committed to meeting and
encaeding epecietions in the trget markets and countries we serve.
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¢ Enriching their experiences with us

¢ Developing long term and mutually beneficial
relationships with them

¢ Placing a high value on their privacy and
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¢ Committed to excellence in everything they do

¢ Team players working together based on
mutual respect, leadership by example and
dignity in their dealings with everyone

¢ Ethical and uphold high levels of integrity
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¢ (Consistently provides our shareholders
with superior returns

e Focuses on sustainable and superior growth
guided by sound financial discipline

¢ Operates in the most efficient and effective
manner
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~__annual general meeting

NOTICE |1> HEREBY GIVEN THAT the 44th Annual General Meeting (AGM) of
the Sharé.holders of Malayan Banking Berhad (3813-K) (Maybank) will be held
at Nirwana Ballroom, Mutiara Hotel, Jalan Sultan Ismail, Kuala Lumpur on
Monday, |11 October 2004 at 11.30 a.m. for the purpose of transacting the
following| Business:-

\ As Ordinary Business Jf

1. To receive the Reports of the Directors and Auditors and the Audited Financial Statements. for
the financial year ended 30 June 2004. Resolution 1

2. To declare a final dividend of 25 sen per share less 28% income tax for the financial year
ended 30 June 2004 as recommended by the Board. Resolution 2

3. To re-elect the following directors who are retiring by rotation in accordance with Articles. 96
and 97 of the Articles of Association of Maybank (the Company) and being eligible have
offered themselves for re-election:-

(i) Tuan Haji Mohd Hashir bin Hj Abdullah; Resolution 3
(il Teh Soon Poh; and Resolution 4
(i) Dato’ Mohammed Hussein " Resolution 5

Maybank 2004 Annual Report




4. To re-elect the following directors who are retiring in accordance with Article 100 of the
Articles of Association of Maybank and being eligible have offered themselves for re-election:-

(i) Datuk Megat Zaharuddin bin Megat Mohd Nor; and Resolution 6
(i) Md Agil bin Mohd Natt Resolution 7

5. To consider and if thought fit, pass the following Resolution in accordance with Section 129(6)
of the Companies Act, 1965:-

“That the following directors retiring in accordance with Section 129 of the Companies Act, 1965
be and are hereby re-appointed as directors of the Company to hold office until the next AGM:-

(i)  Dato’ Richard Ho Ung Hun; and Resolution 8
(i) Raja Tan Sri Muhammad Alias bin Raja Muhd. Ali Resolution 9

6. To approve the directors’ fees of RM656,830.62 in respect of the financial year ended 30 June
2004, Resolution 10

7. To re-appoint Messrs. Ernst & Young as Auditors of Maybank to hold office until the conclusion
of the next AGM in the year 2005 and to authorise the Board to fix their remuneration.
Resolution 11

5 As Special Business H

8. To consider and if thought fit, to pass the following Ordinary Resolution:-

“That pursuant to Section 132D of the Companies Act, 1965, the Directors be and are hereby
authorised to issue shares in the Company at any time until the conclusion of the next AGM
and upon such terms and conditions and for such purposes and to such person or persons as
the Directors may, in their absolute discretion, deem fit provided that the aggregate number
of shares to be issued does not exceed 10 per centum (10%) of the issued share capital of
the Company for the time being, subject always to the approvals of all the relevant regulatory
authorities being obtained for such issue and allotment.” Resolution 12

Notice of Dividend Entitiement and Closure of Books
NOTICE IS HEREBY GIVEN that subject to the approval of the shareholders at the AGM to be held
on 11 October 2004, a final dividend of 25 sen per share less 28% income tax for the financial
year ended 30 June 2004 will be paid on 27 October 2004 to shareholders registered in the Register
of Members at the close of business on 14 October 2004.

NOTICE IS HEREBY GIVEN that the Register of Members will be closed from 15 October 2004 to
16 October 2004, for the determination of shareholders’ entitlements to the final dividend.
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A depositor shall qualify for the entitlements to the final dividend only in respect of:-

a. Shares deposited into the Depositors’ Securities Accounts before 12.30 p.m. on 12 October
2004 (in respect of shares exempted from mandatory deposit).

b. Shares transferred to the Depositors' Securities Accounts in respect of ardinary transfers before
4.00 p.m. on 14 October 2004,

¢ Shares bought on Bursa Malaysia Securities Berhad on a cum entitlement basis according to
the Rules of Bursa Malaysia Securities Berhad.

By Order of the Board,

-

MAHIRAM HUSIN
£S007885
Company Secretary

Kuala Lumpur
20 September 2004

| Notes }

1.

6

The right of foreigners to vote in respect of securities is subject to Section 41(2) of the Securities Industry
{Central Depositories) Act, 1991, the Securities Industry (Central Depositories) (Foreign Ownership) Regulations, 1996
and the Articles of Maybank.

A member entitled to attend and vote at the 44th AGM is entitled to appoint a proxy to attend and on a show
of hands or on a poll, to vote instead of him. A proxy shall be a member of the company, an Advocate,
an approved company Auditor or a person approved by the Companies Commission of Malaysia.

Form of Proxy of a corporation shall be given under its Common Seal.

Duly completed Form of Proxy must be deposited at 14th Floor, Menara Maybank, 100, Jalan Tun Perak,
50050 Kuzla Lumpur, by 9 October 2004 at 11.30 a.m.

For a Form of Proxy executed outside Malaysia, the signature must be attested by a Solicitor, Notary Public,
Consul or Magistrate.

For scripless shareholders, only members registered in the record of Depositors on or before 12.30 p.m. on
6 October 2004 shall be eligible to attend the AGM.,

Maybank 2004 Annual Report




EXPLANATORY NOTE ON SPECIAL BUSINESS

The proposed Ordinary Resolution 12 if passed, is to give the directors of the company
flexibility to issue and allot shares for such purposes as the Directors in their absolute discretion
consider to be in the interest of the Company, without having to convene a general meeting.
This authority will expire at the next AGM of the Company.

Bursa Malaysia Securities Berhad's Listing Requirements
Pursuant to Paragraph 8.28(2) of the Bursa Malaysia Securities Berhad's Listing Requirements,
appended hereunder are:-

8.1 Details of Directors standing for re-election as in Agenda 3, 4 and 5 of the Notice of the
AGM are set out in the Directors” Profile appearing in the Annual Report.

8.2 For the financial year ended 30 June 2004, a total of 16 meetings were held. Details of
attendance at Board Meetings held in the financial year ended 30 June 2004 being as

follows:-

Name of Director No. of Meetings Attended
Tan Sri Mohamed Basir bin Ahmad 14/16
Dato’ Richard Ho Ung Hun 16/16
Datuk Amirsham A Aziz 15/16
Raja Tan Sri Muhammad Alias bin Raja Muhd. Ali 16/16
Mohammad bin Abdullah 15/16
Haji Mohd Hashir bin Haji Abdullah 16/16
Teh Soon Poh 15/16
Datuk Abdul Rahman bin Mohd Ramli 16/16
Dato' Mohammed Hussein 12/16

Hooi Lai Hoong 14/16

{
]
|
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8.3 The dates, time and place of the meetings held:-

Meeting Dates Time Place
17.7.2003 9.00 a.m. Kuala Lumpur
25.7.2003 9.00 a.m. Kuala Lumpur
25.8.2003 4.00 p.m. Kuala Lumpur
28.8.2003 10.15 a.m. Kuala Lumpur
25.9.2003 9.30 a.m. Bahrain
30.10.2003 10.00 a.m. Kuala Lumpur
7.11.2003 4.30 p.m. Kuala Lumpur
20.11.2003 10.00 a.m. Kuala Lumpur
12.12.2003 9.00 a.m. Singapore
29.1.2004 10.00 a.m. Kuala Lumpur
20.2.2004 4.30 p.m. Kuala Lumpur
26.2.2004 10.00 a.m. Kuala Lumpur
26.3.2004 10.00 a.m. Kuala Lumpur
29.4.2004 10.00 a.m. Kuala Lumpur
11.5.2004 4.30 p.m. Kuala Lumpur
27.5.2004 10.00 a.m. Kuala Lumpur
24.6.2004 10.00 a.m. Kuala Lumpur

Maybank 2004 Annual Report
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Chairman
Tan Sri Mohamed Basir bin Ahmad - psm, JsmM, peCm.

Vice Chairman
Dato' Richard Ho Ung Hun - orme

President and CEO
Datuk Amirsham A Aziz - p/n.

- Deputy Presidents

Dato’ Mohammed Hussein - pimk
Hooi Lai Hoong fretired 3 September 2004)

Md Agil bin Mohd Natt (ppointed 4 September 2004)

Members
Raja Tan Sri Muhammad Alias bin Raja Muhd. Ali

~ PJK, PRT, KMN., SMP, JMN, DRSK, DIMP, DP), PSM., 514, S.ANS.

Mohammad bin Abdullah

Haji Mohd Hashir bin Haji Abdullah - smn, sams, eeT
Teh Soon Poh

Datuk Abdul Rahman bin Mohd Ramli - 2/,

Datuk Megat Zaharuddin bin Megat Mohd Nor

~ D.RCM., PIN. (appointed 19 July 2004}

Company Secretary
Mahiram Husin

14th Floor, Menara Maybank

100, Jalan Tun Perak

50050 Kuala Lumpur

Malaysia

Telephone : (6) 03-20708833

o e mr
i Listed on (

17 February 1962

| Company'Secretary

Mahiram Husin

Main Board of Bursa Malaysia on

:ele?( ‘| ?QA0330337802611 155, Jalan BK 4/2, Bandar Kinrara
acsimile : {6) 03- 58200 Kuala Lumpur

Cable . MAYBANK

SWIFT  : MBBEMYKLA CAud

i 1
| Auditors i

Website  : http:/Avww.maybank2u.com D

E-Mail . publicaffairs@maybank.com.my Messrs Ernst & Young
R Chartered Accountants
1 Registrar

Maybank

14th Floor, Menara Maybank

100, Jalan Tun Perak
50050 Kuala Lumpur

Malaysia

|

Moday |[enuuy 007 ueglep




of Direciors

TAN SRI MOHAMED BASIR BIN AHMAD

n Chairman A‘

Non-independent non-executive director. He worked with Bank Negara Malaysia
from 1965 and retired in 1993 as Advisor. He is a Fellow member of the
Malaysian Institute of Bankers since 1980Q.

Appointed as a director of Maybank on 19 August 1993 and as Chairman of
Maybank on 9 October 1993. He serves as Chairman of the Strategic Planning
and Credit Review Committees of the Board.

(66 years of age ~ Malaysian) Current directorships in public companies include Mayban International Trust

B.A., AMP (Harvard) (Labuan) Berhad, Mayban Fortis Holdings Berhad, Aseambankers Malaysia
D. Com Sc (Hon) Berhad, Mayban Life Assurance Berhad, Mayban Allied Berhad, Mayban General

Assurance Berhad, Mayban Takaful Berhad, Maybank International (L) Limited,
Maybank (PNG) Limited, PT Bank Maybank Indocorp, Maybank Philippines
Incorporated and PhileoAllied Securities (Philippines) Incorporated.

Attended 14 out of the 16 Board Meetings held in the financial year. No family
relationship with any director and is a nominee of the major shareholder of
Maybank. Save for the new ESOS as disclosed in the Financial Statements herein,
there is no conflict of interest with Maybank and has never been charged for
any offence.

DATO’ RICHARD HO UNG HUN >

Vice Chairman

Independent non-executive director. He was a member of Parliament from 1969 to
1982. He was appointed as Deputy Minister of Road Transport in 1974 and was
subsequently appointed as Deputy Minister of Finance in 1976. In 1978, he was
appointed as Minister without Portfolio in the Prime Minister's Department and
subsequently as Minister of Labour and Manpower in the same year.

(77 years of age — Malaysian)
Barrister at Law {Lincoln’s Inn) Appointed Vice-Chairman of Maybank on 27 January 1983. He serves as
Chairman of the Employee Share Option Scheme and a member of the Credit
Review Committees of the Board.

Current directorships in public companies include Mayban Finance Berhad,
Aseambankers Malaysia Berhad, Aseamlease Berhad, Mayban Trustees Berhad,
Mayban International Trust (Labuan) Berhad, Mayban Unit Trust Berhad and
Maybank International (L) Ltd.

Attended all the 16 Board Meetings held in the financial year. No family
relationship with any director and/or major shareholder of Maybank. Save for the
new ESOS as disclosed in the Financial Statements herein and a Tenancy
Agreement with Maybank on the rental of a four-storey shophouse used as
branch premises, there is no conflict of interest with Maybank. Has never been
charged for any offence.




J DATUK AMIRSHAM A AZi2

" President and CEO

Non-independent executive director. President and CEO of Maybank Group.
He joined the Maybank Group in 1977 and has worked in various capacities
within the Group.

Appointed as executive director of Maybank on 18 August 1993 and as

Managing Director of Maybank on 1 May 1994. He serves as a member of the (54 years of age — Malaysian)
Strategic Planning and Nomination Committees of the Board. He is the Chairman B.Econs (Hons),
of the Group Management Committee. Member of MICPA

Aseambankers Malaysia Berhad, Mayban Fortis Holdings Berhad, Credit
Guarantee Corporation Malaysia Berhad, Cagamas Berhad, Perbadanan ‘
Usahawan Nasional Berhad and AFC Merchant Bank limited. ‘ |

Current directorships in public companies include Mayban Ffinance Berhad, {
|

He is the Chairman and director of Malaysian Electronic Payment System (1997)
Sdn Berhad, a Council Member of the Association of Banks in Malaysia, a
director of the Institute of Bankers Malaysia and director of Islamic Banking and
Finance Institute. He is also a member of the Advisory Board of the Pacific Rim
Bankers Program. He is currently a director of Asian Pacific Bankers Club.

Attended 15 out of the 16 Board Meetings held in the financial year. No family
relationship with any director and/or major shareholder of Maybank. Save for the
new ESQOS as disclosed in the Financial Statements herein, there is no conflict of
interest with Maybank and has never been charged for any offence.

DATO' MOHAMMED HUSSEIN

I ’ |
. Deputy President !

Joday |enuuy $007 YuedAen |

Non-independent executive director. Deputy President of Maybank. He joined the
Maybank Group in 1977 and has worked in various capacities within the Group,
including as Managing Director of Aseambankers Malaysia Berhad, the
investment banking arm of the Group.

Appointed as an executive director of Maybank on 1 November 2000. He serves (53 years of age

as a member of the Strategic Planning Committee of the Board. - Malaysian)
Bachelor of Commerce
Current directorships in public companies include Mayban Allied Berhad, {Accounting)

Aseambankers Malaysia Berhad, Pelaburan Hartanah Nasional Berhad and PT
Bank Maybank Indocorp.

Attended 12 out of the 16 Board Meetings held during the financial year. No
family relationship with any director and/or major shareholder of Maybank. Save
for the new ESOS as disclosed in the Financial Statements herein, there is no
conflict of interest with Maybank and has never been charged for any offence.




MD AGIL BIN MOHD NATT

Deputy President

Non-independent executive director. Deputy President of Maybank. He joined the
Maybank Group in 1995.

Appointed as an executive director of Maybank on 4 September 2004.

(52 years of age — Malaysian)
B.Sc Econ (Hons),

Master of Science in Finance,
AMP (Harvard)

Current directorships in public companies include Cagamas Berhad, Mayban
Discount Berhad and Mayban Unit Trust Berhad. He is currently the Council
Member of the Association of Merchant Banks and a member of Advisory Council
of the International Centre for Leadership in finance.

No family relationship with any director or major shareholder of Maybank. Save
for the new ESQS as approved by the shareholders at the EGM on 11 August
2004, there is no conflict of interest with Maybank and has never been charged
for any offence.

RAJA TAN SRI MUHAMMAD ALIAS BIN RAJA MUHD. AUl

Member ;

Independent non-executive director. He was the Group Chairman of Felda from
1 May 1979 to 30 June 2001.

Appointed as a director of Maybank on 17 March 1978. He serves as Chairman
of Risk Management and Nomination Committees of the Board. He also serves
as @ member of the Remuneration and Establishment, Employee Share QOption
Scheme and Strategic Planning Committees of the Board.

B.A (Hons), AMP (Harvard),
D.Sc. (Hon), D.Econ. (Hon)

Current directorships in public companies include Kuala Lumpur Kepong Berhad,
Sime Darby Berhad, Batu Kawan Berhad, Kumpulan Guthrie Berhad, Mayban
Fortis Holdings Berhad, PT Bank Maybank indocorp and Cerebos Pacific Limited.
He is also the Chairman of Highlands & Lowlands Berhad and Consolidated
Plantations Berhad.

Attended all the 16 Board Meetings held in the financial year. No family
relationship with any director and/or major shareholder of Maybank. Save for the
new ESQOS as disclosed in the Financial Statements herein and a single related
party transaction as disclosed to the shareholders in the Circular dated 20 July
2004 for the Extraordinary General Meeting of 11 August 2004 and announced
to Bursa Malaysia, there is no conflict of interest with Maybank. Has never been
charged for any offence.

12 Maybank 2004 Annual Report




MOHAMMAD BIN ABDULLAH

‘} Member

|

Independent non-executive director. He was the Chairman of Coopers & Lybrand
Malaysia prior to his retirement in 1995 and he is currently the Chairman of Negara
Properties (M) Berhad, Malaysian National Reinsurance Berhad, Malaysia Rating
Corporation Berhad, Labuan Reinsurance (L) Limited and Mayban Discount Berhad.

Appainted as a director of Maybank on 11 January 1995. He serves as Chairman
of the Remuneration and Establishment Committee and a member of the Audit,
Employee Share Option Scheme, Credit Review and Nomination Committees of
the Board.

Current directorships in public companies include Golden Hope Plantations
Berhad, Mayban Finance Berhad, MIMOS Berhad, Maybank International (L) Ltd,
Maybank (PNG) Ltd and Malaysian Bulk Carriers Berhad.

Attended 15 out of the 16 Board Meetings held in the financial year. No family
relationship with any director and/or major shareholder of Maybank. Save for the
new ESOS as disclosed in the Financial Statements herein, there is no conflict of
interest with Maybank and has never been charged for any offence.

|
|

HAJ{ MOHD HASHIR BIN HAJI ABDULLAH

JJ Member

Independent non-executive director. He was the General Manager/Chief Executive
Officer of Kelang Port Authority prior to his retirement in 1991.

Appointed as a director of Maybank on 7 November 1996. Serves as a member
of the Audit, Nomination, Credit Review and Risk Management Committees of
the Board.

Current directorships in public companies include Mayban Unit Trust Berhad,
Mayban Life Assurance Berhad, Mayban Discount Berhad, Mayban Finance
Berhad, Mayban Fortis Holdings Berhad, Mayban General Assurance Berhad,
Mayban Takaful Berhad, Mayban Life International {Labuan) Ltd, MFSL Limited
and PT Bank Maybank indocorp.

Attended all the 16 Board Meetings held in the financial year. No family
relationship with any director and/or major shareholder of Maybank. Save for the
new ESOS as disclosed in the Financial Statements herein, there is no conflict of
interest with Maybank and has never been charged for any offence.

(63 years of age — Malaysian)
Member of MICPA,
Member of MIA

(68 years of age —

Malaysian)

ACA (Aust), ACIS (UK),

Member of MICPA,

FCMI (UK), FCIT (UK), |

AMP (Harvard) |
|
|
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TEH SOON POH 1

3
5 Member
|

Independent non-executive director. He was the former General Manager of
Credit Control Division of Maybank prior to his retirement in 1992,

Appointed as a director of Maybank on 21 October 1997. He serves as
Chairman of the Audit Committee and a member of the Remuneration and
Establishment, Risk Management and Credit Review Committees of the Board.

LA

(68 years of age —~ Malaysian)
Barrister at Law (Middle Temple)

Current directorships in public companies include Mayban Finance Berhad,
Mayban Trustees Berhad, Mayban International Trust (Labuan) Berhad,
PhileoAllied Trustee Berhad, Aseambankers Malaysia Berhad, Maybank
International (L) Ltd and Maybank Philippines Incorporated.

Attended 15 out of the 16 Board Meetings held in the financial year. No family
relationship with any director and/or major shareholder of Maybank. Save for the
new ESOS as disclosed in the Financial Statements herein, there is no conflict of
interest with Maybank and has never been charged for any offence.

DATUK ABDUL RAHMAN BIN MOHD RAMLI

Member

Non-independent non-executive director. He was the Group Chief Executive of
Golden Hope Plantations Berhad prior to his retirement in 1999,

Appointed as a director of Maybank on 17 November 1999. He serves as a
member of the Remuneration and Establishment, Audit, Credit Review,
Nomination and Strategic Planning Committees of the Board.

(65 years of age ~ Malaysian)
ACA (Aust), Member of MICPA,

Member of MiA Current directorships in public companies include Kuala Lumpur Kepong Berhad,

Malaysia National Insurance Berhad and Mayban Finance Berhad. He is also the
Chairman of Johore Tenggara Oil Paim Berhad and Takaful Nasional Sdn Berhad.

Attended all the 16 Board Meetings held in the financial year. No family relationship
with any director and is a nominee of the major shareholder of Maybank. Save for
the new ESOS as disclosed in the Financial Statements herein, there is no conflict
of interest with Maybank and has never been charged for any offence.

;,,J
14 Maybank 2004 Annual Report




DATUK MEGAT ZAHARUDDIN BIN MEGAT MOHD NOR ’

‘ Member ;i

Independent non-executive director. He was the Regional CEO/Business
Managing Director of Shell Exploration and Production International B.V. prior to
his retirement in January 2004.

Appointed as a director of Maybank on 19 July 2004. He is currently the non- (55 years of age — Malaysian
executive Chairman and director of Maxis Communication Berhad and also as a B.S¢ (Hons) in Mining Engineering
Board member of the International Centre for Leadership in Finance and the

Capital Market Development Fund.

No family relationship with any director and/or major shareholder of Maybank. ‘
No conflict of interest with Maybank. Has never been charged for any offence. b end
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Datuk Amirsham A Aziz

Graduated with a Bachelor of Economics (Honours) degree, majoring in
Accounting, from the University of Malaya in 1973 and member of the
Malaysian Institute of Certified Public Accountants (MICPA). Joined the
Group in 1977 and is currently the President and Chief Executive Officer of
the Maybank Group.

] Dato’ Mohammed Hussein

Graduated with a Bachelor of Commerce degree majoring in Accounting
from the University of Newcastle, Australia in 1972. Attended the Advanced
Management Program, Harvard University, USA. Joined the Group in 1977
and is currently the Deputy President.

Agil Natt

Graduated with a Bachelor of Science Degree in Economics from Brunel
University, United Kingdom and Masters of Science in Finance from City
University Business School, London. Attended the Advanced Management
Program, Harvard University, USA. Joined the Group in 1995 as the General
Manager of Corporate Banking. He is the currently the Deputy President.

| Spencer Lee Tien Chye

Fellow of the Institute of Chartered Accountants (England and Wales). Joined the
Group in 1975. He is currently Head of International Banking Group and Senior
Executive Vice President for Maybank’s Singapore operations.




} Johar Che Mat

e

Graduated with a Bachelor of Economics (Honours) degree from the
University of Malaya in 1975. Joined the Group in 1975 and served in
various capacities and positions. He is currently Head of the Retail Financial
Services Group.

]

—

 Ashraf Ali Abdul Kadir

Graduated with a degree in Business Administration from Ohio State
University, USA and Masters in Business Administration from Tennesse State
University, USA. Joined the Group in 1996 as General Manager of
Consumer Banking. He is currently Head of the Cards Business Group.

Hoday |enuuy 00z Mueqhely
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Kassim Zakaria

Graduated with a Bachelor of Economics (Honours) degree, majoring in
Business Administration from the University of Malaya. Has been in the
insurance business of the Group since 1977 and currently serving as Head of
the Insurance Business and Chief Executive Officer of Mayban Fortis Holdings.

[ I
. Jeyaratnam Tamotharam Pillai

Fellow of the Institute of Chartered Accountants (England and Wales). Joined
the Group in 2003 as Deputy Chief Executive Officer of Aseambankers. He is
currently Head of the Investment Banking Group.
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Choo Yee Kwan

Graduated with a Bachelor of Economics (Honours) degree from the
University of Malaya and honours degree in law from the University of
London, United Kingdom. He is a Barrister-at-Law and was called to the Bar
of England and Wales at Lincoln’s Inn in 1984. Joined Maybank in 1992 as
Head of Credit Control Division. He is currently Head of Risk Management
and Chief Risk Officer for the Group.

Tong Hon Keong

Graduated with a Bachelor’s Degree in Economics from Universiti Malaya in
1974, Joined the Group in 1974 and served in various capacities. He is currently
the Head of Central Operations and Information Systems.

il

‘Mohd Zulkifli bin Itam

Graduated with a Degree in Social Science from Universiti Sains Malaysia
and a Masters in Business Administration from University of Strathclyde,
United Kingdom. Joined the Group in 2001 as Head of Human Resource.

"

| Nik Nasir Majid

Holds a Bachelors Degree in Economics from Universiti Malaya and a
Masters in Economics from Vanderbilt University, USA. Joined the Maybank
Group in 1989 and is currently Head of Corporate Planning.




f Muhamad Umar Swift

Graduated with a degree in Econcmics from Monash University Australia in
1986 and was later admitted as a member of the Institute of Chartered
Accountants Australia. He also holds a post graduate Diploma in Finance
from the Securities Institute of Australia. Joined the Maybank Group in
2004 as Head, Enterprise Finandcial Services Group.
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! Zulkiflee Abbas Abdul Hamid

Graduated with a bachelor’s degree in marketing and Masters in Business
Administration from Southern lllinois University, Carbondale, U.S.A. Joined
the Group in 1981 and served in various capacities including international
postings. He is currently Chief Credit Officer.
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; Hamzah Mahmood

Graduated with a Bachelor of Science degree, majoring in Mathematics,
from Ilinois State University and Masters in Business Administration
majoring in Finance from the University of North Texas, USA. He is the
Chief Executive Officer of Mayban Securities.
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([ Amirudin bin Abdul Halim

Graduated with a Degree in Finance from St. Louis University, USA in 1984.
Joined the Group in 1988 and served in various capacities. He is currently the
Head of the Automobile Financing Group.
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% [nformetion

T
= Revenue (RM'000) ,
s { 5
& | 2004 2008 |
5 1 Banking 7,921,836 7,418,224
- 2 Finance 1,827,585 1,900,683
@ 3 Investment Banking 451,180 431,519
) 4 Insurance and Takaful 247,931 230,426
g 5  Others 72,388 56,758
<L
10,520,520 10,037,610
Profit Before Taxation (RM000) :
! 204 2003
1 Banking 2,211,133 1,600,690
2 Finance 789,547 696,464
3 Investment Banking 207,805 186,111
4 Insurance and Takaful 94,416 103,837
5 Others 55,696 32,572
3,358,597 2,619,674
Total Assets Employed (Rm000)
{
[ 2004 2008
1 Banking 147,390,167 128,065,028
2 Finance 21,005,391 21,781,250
3 Investment Banking 7,605,881 8,446,200
© 4 Insurance and Takaful 3,336,119 2,451,134
; 5 Others 169,869 211,785
i 179,507,427

160,955,397
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'% Revenue (RM'000)
a I OO0 2003
|
= 1 Malaysia 9,283,978 8,824,988
Ry 2 Singapore 754,514 718,026
% 3 Other Locations 482,428 494,596
[y
&h 10,520,920 10,037,610
O .
a
(&)
>
2
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w 13 13
é’f Profit Before Taxation (Rm000)
| 004 2008
1 Malaysia 3,137,451 2,486,464
2 Singapore 142,510 94,701
3 Other Locations 78,626 38,509
3,358,597 2,619,674
Total Assets Employed (Rm'000)
-
1 2002 2003
1 Malaysia 154,300,974 138,189,132
2 Singapore 17,558,393 14,739,803
3 Other Locations 7,648,060 8,026,462
179,507,427

160,955,397
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 Grovp Finonclal Summary

004 2003 2002 2001 2000
0
OPERATING RESULTS (RM Million) :
Operating profit 3,851 3,532 3,731 3,475 3,655
Profit before | ‘jcax expense 3,359 2,620 2,354 1,121 2,135
Profit after téx expense and minority interests 2,425 1,996 1,659 819 1,359
KEY BALAN@E SHEET DATA (RM Million)
Total assets 1 179,507 160,955 150,656 147,348 131,311
Loans, advances and financing 109,070 102,488 95,453 98,094 79,826
Total habilmes\ 164,445 147,070 137,641 135,976 119,710
Deposits from customers 123,366 109,535 102,592 97,076 81,867
Paid-up capital 3,600 3,589 3,550 2,352 2,338
Shareholders' funds 14,623 13,485 12,658 11,052 11,336
Commitments‘and contingencies 92,377 78,527 71,057 72,425 59,407
SHARE INFORMATlON
Per share (sent)
Basic earnings 67.3 55.9 46.7 23.1 38.6
Diluted eammgs 67.3 55.9 46.4 23.0 38.2
Gross dividend 60.0 52.0 12.0 12.0 18.0
Net tanglb!e assets 406.2 375.7 356.6 469.9 484.9
Share price as|at 30 June RM)* 10.10 8.60 8.80 6.90 10.30
Market capﬂahsaﬂon (RM Million) 36,360 30,865 31,240 16,088 36,005
FINANCIAL RATIOS (%)
Profitability Ratios/Market Share
Net interest mffargm on average interest-earning assets 29 3.0 3.1 33 ‘3.4
Net interest on average risk-weighted assets 3.8 3.7 39 42 4.3
Net return on ﬁaverage shareholders' funds 17.3 15.3 14.0 7.3 12.7
Net return on| average assets 1.4 1.3 1.1 0.6 1.1
Net return on ]average risk-weighted assets 2.0 1.7 1.5 0.8 1.5
Cost income ratio 40.2 39.9 36.9 37.7 30.4
Gross loan to depOSIt ratio 95.8 102.6 102.4 112.3 106.2
Net non- perfommmg loans ratio (3-month classification) 6.0 6.2 7.2 7.7 5.6
Domestic mark\yet share in:
Loans, advances and financing 20.6 211 20.8 22.6 22.5
Deposits fron‘}‘? customers — Savings Account 29.8 30.3 30.7 31.8 326
Deposits from customers — Current Account 22.7 23.2 228 23.0 22.7
Capital Adequacy Ratios
Core capital ratio 10.3 10.2 10.3 9.1 10.9
Risk-weighted cap!tal ratio 15.1 15.3 15.6 13.0 15.2
Valuations on;Share
Gross diVldend,yleld (%) 5.9 6.0 1.4 1.7 1.7
Dividend payout ratio (%) 64.1 79.7 18.5 24.9 22.4
Price to eammgs multiple (times) 15.0 15.4 18.8 29.6 26.7

[
* Adjusted for 'bonus issue
!
i
i
1
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- Financial
Calendar

25.8.2003 - Announcement of the audited results of Maybank
and of the Group and announcement of the final
dividend for the financial year ended 30.6.2003

19.9.2003 - Notice of the 43rd Annual General Meeting, Notice
2000 37 ‘ of Dividend Payment and Book Closure and
2001 35 issuance of Annual Report for the financial year
2002 37 ended 30.6.2003
2003 35 11.10.2003 — 43rd Annual General Meeting
2004 39 18 and 19.10.2003 - Bock closure for determining the entitlement for
RM Billion ‘ the final dividend
Operating profit 30.10.2003 — Date of payment of the final dividend of 17 sen
per share (less 28% Malaysian Income Tax) in
respect of the financial year ended 30.6.2003
7.11.2003 - Announcement of the unaudited results of
2000 21 Maybank and of the Group for the first quarter of
2001 11 the financial year ending 30.6.2004
2002 24 20.2.2004 - Announcement of the audited results of Maybank
2003 26 and of the Group and announcement of the
2004 34 dividend for the half year of the financial year ended
" 31.12.2003
RM Billion
Profit before taxation 16 and 17.3.2004 - Bpgk closure for determining the entitlement of the
dividends
29.3.2004 — Date of payment of the interim dividend of 10 Sen

mm Total assets
i Loan and advances

per share (less 28% Malaysian Income Tax) and
special dividend of 25 sen per share (less 28%

2000 B Malaysian Income Tax) in respect of the financial
2001 147.3 year ending 30.6.2004
2002 by %07 11.5.2004 ~ Announcement of the unaudited results of Maybank
2003 1610 and of the Group for the third quarter of the
2004 [ 179.5 financial year ending 30.6.2004
Rn Biffion 20.7.2004 - Notice of the Extraordinary General Meeting
erotaI assets & Loan and advances - 11.8.2004 - Extraordinary General Meeting
11.8.2004 - Announcement to Bursa Malaysia that all resolutions
on the proposed ESOS at the Extraordinary General
Meeting had been approved by the shareholders
2000 1.3
2001 " 30.8.2004 — Announcement of the audited results of Maybank
] and of the Group and announcement of the final
2002 127 dividend for the year ended 30.6.2004
2003 135
20.9.2004 - Notice of the 44th AGM, Notice of Dividend
2004 146 Payment and Book Closure and issuance of annual
R Billion report for the financial year ended 30.6.2004
Shareholder’s fund  11.10.2004 ~ 44th Annual General Meeting

15 and 16.10.2004

Book closure for determining the entitiement for
the final dividend

27.10.2004 — Date of payment of the final dividend of 25 sen
per share (less 28% Malaysian Income Tax) in
respect of the financial year ended 30.6.2004

*—



INTRODUCTION
ON BEHALF OF THE BOARD OF DIRECTORS, WE ARE PLEASED

TO PRESENT THE ANNUAL REPORT AND STATEMENT OF
ACCOUNTS FOR THE YEAR ENDED 30 JUNE 2004.
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QOverall Business Environment

The operating environment during our last financial year was better than the preceding period.
At home, economic growth strengthened from 5.2% to 7.0%. Domestic inflation remained low
allowing the Government to continue with its accommodative monetary policy. Consumer sentiment
was upbeat given the stability of the job market, broader recovery of the world economy and a smooth
transition on the local political front. Hence, from 5.0% growth during the previous period, household
spending increased significantly by 9.0%. Economic growth also picked up for countries in the region.
In Singapore, GDP growth strengthened from 1.0% to 6.6% whilst for the Philippines, economic
growth trended up from 4.9% during the second half of 2003 to 6.3% during the first half of 2004.

Riding on the positive consumer sentiment, lending to the household segment increased by 14.1% thus
accounting for 98% of the overall loan growth during the period. Lending to small and medium scale
enterprises (SMEs) maintained it strong growth of around 7.4% whilst bank financing of large
enterprises contracted by 0.2%. With this performance, outstanding loans of the banking system
recovered strongly to grow by 6.2% against a contraction of 4.0% during the preceding period.




f——

Letter to

As a result of the good performance of the export sectoer,
the domestic economy continued to record a substantial
trade surplus. The surplus, which helped to strengthen
growth in national income, also added fresh liquidity into
the banking system. This additional liquidity was
responsible for a 7.1% growth in banking system deposits
and hence brought down loan-deposit ratio from 83.7%
in July 2003 to 80.2% in June 2004. The decline in the
loan-deposit ratio signifies the growing magnitude of
excess deposits. With the continuing rigidity of the
domestic retail deposit rate, banking institutions had to
bear a negative carry on this deposit thus imposing
pressure on the interest margin.

it was certainly a good year for the domestic equity market.
Benefiting from improving economic fundamentals, a smooth
political transition as well as a high level of global liquidity,
the Composite Index of Bursa Malaysia rose by 18.5% from
691.96 as at 30 June 2003 to 819.86 as at 30 June 2004.
The average monthly business volume of RM23.9 billion was
almost three times higher compared with the preceding
period. Encouraged by the strong market activity, the
number of initial public offerings approved by Securities
Commission increased from 45 in the preceding period to 74
during the review period, while the number of approved
capital raising exercises rose from 138 to 180.

Shaoreholders

Maybank Strategic Initiatives: Major Outcomes

In our last report to shareholders, we had detailed out
several strategic initiatives that would place the Maybank
Group in the league of leading regional financial
conglomerates. These initiatives include the emplacement of
a customer-centric organisation model, strengthening sales
culture and technology infrastructure, improved performance
management and reward system, efficient operating model
and delivery channels as well as creation of new value
drivers. Assisted by the paositive business environment during
the financial year, these initiatives began to bear fruit and
Maybank re-affirmed its position among the top five largest
financial institutions in the Asean region.

In the home market, the Maybank Group is the biggest
financier and mobiliser of domestic savings. Outstanding
loans from domestic operations grew by 4.7% at the Bank
level and 3.5% at the Group level. Traditional deposits on
the other hand, grew by 8.4% for the Bank and 7.3% for
the Group. As of June 2004, Maybank accounted for
20.4% of the Malaysian banking system's outstanding
foans and 22.2% of traditional deposits. Maybank’s
leadership in financing was most prominent in the area of
trade finance with market share strengthening from 22.5%
in July 2003 to 23.5% in June 2004; consumer finance at
18.6% and financing of small and medium scale
enterprises at 21.4%. Our extensive delivery network and
strong branding gave us an edge in mobilising deposits.
Qur market share for savings deposits stood at 33.8% and
current account deposits at 30%.
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Letter to

Maybank Group is the leader in islamic banking business.
Its financing activities during the year rose by 24.1% thus
accounting for 13.4% of the Group’s total loans. As at
June 2004, the Group’s Islamic financing market share was
29.0%. Looking at the achievement of the Group’s Islamic
banking business, the success was attributable to the
progressive nature of the business model adopted. The
benefits of scale and synergy afforded by the model
through the sharing of infrastructure and resources as well
as greater flexibility enjoyed by customers are among the
key success factors of the Group in this business. Indeed,
this model weould have a greater chance of bringing
Islamic banking and finance to new heights. For Maybank
Group, Islamic banking is a profitable business with gross
return on equity of 14.0%, and this was well above those
recorded by Islamic banking institutions in the country.

Among Malaysian banks, Maybank has the largest
presence outside Malaysia. Our offices outside the country
began as an extension of domestic banking services,
serving the needs of customers for external trade activities.
Over the years, we have diversified our activities to provide
support to Malaysian and Singaporean overseas
investments. More recently, we expanded further the focus
of our overseas operations to include local business. While
we had a challenging period as some of the overseas
operations were badly affected by regional financial crisis,
we remained committed to these locations. Qur
perseverance is showing positive results. During the last
financial year, all our major overseas units registered
profitable operations. Maybank Philippines Incorporated
and PT Bank Maybank Indocorp recorded sharp
turnaround with profit before tax of RM1.4 million and
RM8.4 million respectively against losses of RM17.3 million
and RM59.6 million respectively during the preceding
period. Maybank will continue to look at opportunities
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outside its home base using commercial banking as a
platform to expand into other financial services.

Fee income is the emerging value driver of Maybank
Group. With narrowing interest margin — a by-product of
growing maturity of the domestic banking industry — fee
income offers exciting revenue growth potential. Our focus
in this area had shown results. In the stockbroking
business, the Group market share improved to an average
10.8% and this reflects our competitive strength and the
success of our business model, built on the premise of
Group synergy. The Group’s position in the insurance
industry strengthened further. In life insurance business,
our industry ranking for new business improved from fifth
to second position and our non-life business ranked first
in terms of operating margin and second position in terms
of absolute operating profit. Payments business is another
focus area and this includes remittances, retail purchases
and trade payments services. During the year, fee from
remittances rose by 29.2% and fees associated with credit
card grew by about 19%. The foreign exchange profit,
derived almost exclusively from customers’ trade and
payments activities, improved by 67.2%. We look at our
fee income performance as a testament of a successful
business model whereby customer touch-points were
harnessed to the maximum, branding been capitalised and
opportunities for Group synergy were fully exploited.

Productivity enhancement is another strategic focus of
Maybank Group, particularly in the light of increasing cost
pressure and rigid cost structure. The results in this area
were encouraging. Despite 22.7% increase in total assets
of the Group between financial year 2001 and financial
year 2004, total manpower strength reduced from 21,537
to 20,821. Hence, asset per employee of the Group
increased from RM6.79 million to RM8.62 million.



Operating profit per employee also increased from RM162,698 to RM184,939. Our ability to control
head-counts was among the factors that kept Group cost-to-income ratio at around 40%. In fact,
had it not been for the investment to enhance risk framework, infrastructure to support future sales
capability and service quality, the ratio would have improved. For the Group, these are critical
investments to support future growth and competitive strength. While our cost-to-income ratio was
higher than before, it was among the lowest globally and we believe the level is justifiable.

The continuing emphasis on asset quality also brought in encouraging resufts. Gross non-performing
loans for the Group reduced by 5.9% and in terms of ratio to total loans, net non-performing loan
ratio declined from 6.20% to 5.97%. The improvement in asset quality helped to reduce loan ioss
and provisions from RM911.8 million to RM4395.4 million.

Group Financial Performance “

The achievements highlighted above strengthened further the financial performance of the Maybank
Group. For the year ended 30 June 2004, Group pre-tax profit improved by 28.2% to RM3.36
billion and net profit increased by 21.4% to RM2.42 billion. This result represents net return on
equity of 17.3%, a marked improvement from 15.3% registered for the previous financial year.
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Letter to

During the year, net interest income recovered by registering
growth of 5.2% against stagnation in the previous year.
This was achieved on the back of 2.6% growth in
conventional loans, an almost 20% reduction in net interest
suspended and 2.2% reduction in interest expense. Income
from Islamic banking operations improved by 36.2% to
RM522.0 million. This was after setting aside higher profit
equalisation reserves of RM101.6 million against RM65.5
million in the previous year. Overall fee income, including
foreign exchange profit, increased by 50.3%. However, with
lower investment income and trading gains, total non-
interest income only grew by 14.7%.

With the exception of Mayban Life Assurance Berhad, all
companies within the Group registered higher profit. The
pre-tax profit of Mayban Finance Berhad improved by
8.4% to RM742.1 million on account of better asset
quality and higher income from lslamic banking
operations. Aseambankers benefited from improvement in
the value of investment securities, growth in fee income as
well as write-back on loans. Its pre-tax profit improved by
55.6% to RM113.1 million. Riding on strong performance
of local equity market, the stockbroking business came in
with sterling result, reporting pre-tax profit of RM54.5
million against RM9.5 million in the previous year. Pre-tax
profit of non-life business improved by 21.3% to RM74.4
million following strong focus on retail and SMEs
segments as well as higher business growth through
synergistic relationship with the commercial banking arm
of the Group. The profitability of life insurance business,
however, was impacted by lower transfer of actuarial
surplus on life fund, resulting in pre-tax profit for the
company to fall from RM32.0 million to RM9.9 million,
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Group's operations in Asean countries showed promising
results. Singapore operations recorded strong growth in
pre-tax profit of 50.4% to RM144.2 million whilst the
Philippines and Indonesian operations registered
turnaround. On the whole, Maybank Group overseas
operations contributed 6.5% of the total pre-tax profits,
up from 5.1% during the previous financial year.

!! Challenges and Prospects j

Recent development points to a more volatile economic
scenario. The uncertainty created by the movements in
energy price, threats of terrorism, the prospects of rising
US interest rates and the ability of China to engineer soft
landing are some of the factors influencing our business
environment. In the light of higher price of energy,
production cost in the domestic economy has increased
thus reducing the operating margin. Construction sector,
which in the past, served as a conduit for the public sector
to accelerate economic growth, is under pressure with the
need to reduce budget deficit.

Apart from these developments, the economy is also
undergoing structural changes. The most significant has
been the shorter business cycle, which together with the
speed of information flows resulted in a more volatile
business environment. For Malaysia, sources of economic
growth is fast moving to the tertiary sector as
manufacturing activities based on cheap labour cost is
fosing their competitive strength. Furthermore, high
savings accumulation in the past and stable job market
have given households sustained spending power that
create a strong consumer economy. Together with high
standard of education, the househclds are now
demanding new investment products that will facilitate
individual financial planning and wealth management.




The Malaysian financial services industry has also grown in maturity. In the area of financing, capital
market is becoming more important such that growth in banking sector loans is no longer multiples of
the economic growth. Competition among industry players is at all time high, thus accelerate the pace
at which banking products being commoditised. As a result of these developments, pricing of banking
products come under pressure with interest margin converges to that of the developed economies.

A 116&53 |ehuuv 170()2 Jueqghep

¢
§




Letter to Shareholders

Maybank Group is well prepared to face these challenges.
Our strong customer base, branding, extensive delivery
networks and economies of scale give us leading edge to
capitalise on the growth of the tertiary sector and the
household economy. In fact, with commercial banking
relationships serving as the platform for other business
lines, we have managed to cement closer link with
customers. The strength of this linkage is shown by the
increase in cross-sell ratio for the upper segment of the
market from 3.58 products per customer in June 2003 to
4.83 products in June 2004 and for the middle market
segment from 2.87 to 3.61 products.

We are fully aware of the threats that the financial services
industry will transform itself into a highly commoditised
business. The answer for us is to create distinctions based
on the guality of products and services. This has been a
major focus for the Maybank Group where quality
customer service is being institutionalised as the mast
important element in the Group corporate culture.
Essentially, efforts in this area are not limited to training or
skill enhancement, which is an important input to create
quality service. For quality to be a corporate culfture, the
Group also incorporated service standard as one of the
parameters in staff performance measurement. In addition,
organisation and governance structures are shaped in such
a way to create greater accountability on service standard.

Higher maturity of the Malaysian financial market creates
urgency to strengthen our investment banking arm. We
have been very successful in the stockbroking business
where we command a market share of around 10.8%. We
are also strong in the private debt market with our
issuance market share stood at 21%. However, given the
competitive nature of this business line, internal
restructuring of investment banking unit is in progress.
This exercise is aimed at bringing about greater customer
focus and better deals origination. It will also enable more
effective linkages with other business units in the Group.

We are encouraged with recent performance of our
overseas operations and it gives us greater confidence of
expecting stronger and sustained growth in the future.
The key focus for major overseas units is to expand scale
and scope to ensure stability in performance.

|
Awards and Recognition L

Maybank Group continues to be recognised as the leading
financial institution in the country. The Banker Magazine,
for the third time, awarded Maybank with the title 'Bank
of the Year’ and the Asiamaoney recognised us as
Malaysia’s Best Bank in cash management. Euromoney, on
the other hand, presented us with the award for Best
Provider of Islamic Financial Services in Asia and Best
Islamic Wholesale Financial Services Provider The guality of
our funds transfer service was recognised by a leading US
global bank and for achieving 95.77% straight through
processing for USD funds transfer, Maybank was presented
with Quality Recognition Award by JP Morgan Chase
Bank. During the year, Maybank Cards Business was
awarded the ISO 9001:2000 Certification for processing of
applications and issuance of credit cards. The Central
Operations also received similar certification for quality
operating system relating to the provision of payments
services. These certifications are very much customer-
oriented that require the organisation to provide highest
quality of service acceptable to the customers.

Capital Management and Dividend ﬂ

Maybank's financial strength improved further with total
shareholders’ funds for the Group increasing to RM14.62
billion as of 30 June 2004 from RM13.48 billion a year
earlier, and for the Bank, to RM12.10 billion from
RM11.28 billion. Taking into account the general
provisions and subordinated obligations, the capital base
for the Group stood at RM19.38 billion and the Bank at




RM14.09 hillion. Measured in relation to total risk weighted assets; the total capital ratio for the
Group as at June 2004 was 15.11% and the Bank at 14.07%. This level is well above the minimum
requirement of 8%.

Maybank continues to place strong emphasis on capital management. The push towards stronger
growth in fee income and balancing risk-reward relationship in fund based activities are among the
strategies to manage capital. In other words, optimising the use of capital to support business growth
has always been the major focus in capital management. Indeed business growth could also be
realised through acquisition of strategic interests in new business streams and in this case, internally
generated fund is required to complement sources from the capital market. These factors have strong
influence on the magnitude of the dividend pay out and having considered them, the Board of
Directors is recommending a final dividend of 25% less 28% income tax. Including interim dividend
of 35% less 28% income tax, total dividend pay out in respect of the accounts for the financial year
ended 30 June 2004 would be 60% less 28% income tax. For the Group, this would amount to
RM1,555.27 million or an equivalent of 82% of distributable net profit for the year.

1 4
i[ Acknowledgement ‘H

The ability of Maybank to continue with its excellent performance can be attributed principally to
its employees, management team and members of the board. All of them have shown highest level
of commitment, dedication and loyalty. We are taking this opportunity to record our appreciation
to each and every one of them. Our special tribute is to the three key individuals, Dato’ Hilmey bin
Mohd Taib, a fellow board member, Ms. Hooi Lai Hoong, the Deputy President and Dato’ Wan
Ismail bin Wan Abdul Rahman, the Chief Executive Officer of Mayban Finance Berhad. They had
retired from the Group after long years of dedicated service and contributed significantly to the
growth of our organisation. On a happy note, we would like to welcome Datuk Megat Zaharuddin
bin Megat Mohd Nor and En Agil Natt as new members of the Maybank board.

-

M

Tan Sri Mohamed Basir bin Ahmad
Chairman of the Board

Amirsham A Aziz
President and CEO
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M@yb@mk has proactively sought te premete its
@@]h@fén@@ to globally recognised best practices in corporate

governance &s @ distingulshing competitive feature.

Maybank has consistently nurtured a corporate culture that emphasizes upholding and maintaining the highest standards
of corporate governance. Maybank has proactively sought to promote its adherence to globally recognised best practices
in corporate governance as a distinguishing competitive feature. Towards this end, many of the mechanisms, policies and
measures that have been put in place to ensure greater transparency, are more robust than those mandated by local
governance codes or regulatory strictures. This strict compliance stance has also been diligently observed in the external
jurisdictions in which the Group operates. In recognition of Maybank’s efforts in this area, a joint study by Standard &
Poor's and the Corporate Governance and Financial Reporting Centre of the National University of Singapore, ranked
Maybank as being among the top 5 out of the 50 largest Malaysian companies (by market capitalisation) with regard to
disclosures of corporate governance practices. In addition Maybank was also conferred the KLSE Corporate Governance
Award 2003 for the Finance Sector and Malaysian Business Corporate Governance Merit Award 2003.

The Board of Directors sits at the apex of the Group’s governance structure. The Board functions as the ultimate authority
with regard to the supervisory oversight of Management, ensuring compliance with the Malaysian Code Of Corporate
Governance (the Code)/regulatory requirements, managing risks and strategic direction setting. To ensure the Board is able
to discharge these responsibilities effectively, it is assisted by a number of dedicated and specialised internal forums
comprising of the Nomination, Strategic Planning, Audit, Credit Review, Risk Management, Employee Share Option
Scheme (ESOS) and the Remuneration and Establishment Committees.

4
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The more specific responsibilities of the Board as spelt out in its Terms Of Reference include the
following: :

Reviewing and approving the strategic business plan of the Group as a whole as well as that
of the individual operating units. This encompasses the annual budget, medium term corporate
plan, new investments/divestments as well as mergers and acquisitions.

Overseeing the conduct of the business to ascertain its proper management including setting
clear objectives and policies within which senior executives are to operate.

Identifying and approving policies pertaining to the management of all risk categories including
but not limited to credit, market, liquidity, operational, legal and reputational risks.

Reviewing all material credit approvals made by Management, which are deemed to have
material impact on the risk profile of the Group.

Approving credit facilities falling under the category of Policy and Director-related loans. The
former is defined as credit facilities that exceed exposure limits and other fimits set by the Board.
Reviewing the adequacy and the integrity of internal controls and management information
systems, including systems for compliance with applicable laws, rules, regulations, directives and
guidelines.

Serves as the ultimate approving authority for financial expenditure that exceeds the authorised
limits of Management.
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The Board of Directors enjoys independent and unrestricted access to all levels of Group Management personnel at all
times. In this regard, in order to keep the Board continuously updated on Management’s initiatives and decisions, the
minutes of the principal Management platform namely, the Group Management Commitiee (GMC), is tabled at the Board
while a copy of all the papers submitted to the GMC is also made available to the Chairman.

The directors are allowed to seek external advice on any issue if they deem it necessary.

In keeping with the objective of fostering a performance based work culture, members of the Board are subject to
individual performance audits by the Nomination Committee which also assesses the effectiveness of the Board as a whole.

Effectiveness of the Board.

1. Roles and Responsibilities of the Chairman and the President and Chief Executive Officer
There is a strict and documented separation of the roles of the Chairman of the Board and the President and Chief
Executive Officer (CEO). This distinction allows for an equitable sharing of responsibilities, accountabilities and a
check and balance proposition that entrenches the independence of the Board.

The Chairman of the Board is a non-executive and together with the rest of the Board is mainly responsible for
supervising the Group’s operations, debating and challenging Management's strategic initiatives and for ensuring that the
Group is in compliance with all the tenets of corporate governance that it subscribes to. He also serves as the main
liaison point between the Board and Management and is responsible for building consensus among the Board members.

Specifically he chairs the meetings of the Board, EGM and AGM, the Strategic Planning, Credit Review Committees
and the Boards of a number of key subsidiaries.

The President and CEO is primarily responsible for managing the day to day operations of the Group including
ensuring the implementation of remedial measures to address identified shortcomings and acting as its official
spokesman. He is also entrusted with charting the longer direction of the Group for consideration by the Board and
its consequent implementation. The position alsa requires the incumbent to identify and groom individuals under
succession planning.

He chairs the Group Management, Asset-Liability Management, IT Steering and Credit Committees.

He is measured, evaluated and rewarded by the Board on the basis of the Balance Scorecard, which in turn is aimed
at improving shareholder value.
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Board Structure and Composition

The Board currently comprises eleven (11) members, including six (6) independent
non-executive directors. The number of executive directors must not exceed 3 or 40% of the
total Board membership, whichever is lower. The overall size of the Board is designed to ensure
its effectiveness.

Appointments to the Board
The directors are drawn from very diverse backgrounds and with differing skill sets so as to
facilitate content input from a wider perspective given the evolving nature of the operating
environment. "

Appointments are based on the recommendation of the Nomination Committee which employs
a definitive set of selection criteria encompassing the minimum qualifications specified by the
regulatory authorities and the required skills as dictated by the business environment and the
longer term direction of the Group. It also includes an assessment of financial or commercial
relationships with the Group that might lead to conflict of interests.

Every three (3) years the members are required, by rotation, to offer themselves for re-election.

The profile of the current directors is given on pages 10 to 15.
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4. Directors’ and Senior Executives’ Compensation
The Chairman draws a monthly stipend in addition to meeting allowances as well as annual fees. Non-executive
directors are entitled to annual fees and meeting allowances. They are also eligible to participate in the share options
scheme of the Group.

The Nomination and Remuneration and Establishment Committees make recommendations to the Board regarding the
appointment and remuneration of the executive directors. In arriving at its findings, the Committee takes into account
the need to “attract and retain” and at the same time, strive to link the rewards to corporate and individual
performance as embodied in the individual scorecards.

At the senior management level, the objective in general terms is for basic salaries to reflect a premium over the
relevant market median. Basic remuneration/benefit packages are determined by their placement in the different job
bands. Share option entitlements (which have to be paid for) and bonus payments, are linked to specific and pre-
determined performance hurdles as stated in the balance scorecard of each individual.

5. Directors Training
In compliance with Bursa Malaysias Listing Requirements, all members of the Board have attended the required
mandatory accreditation-training program.

1[ Board Procedures "

The Board meets monthly with performance review being a permanent feature. Board meetings are structured around a
pre-set agenda. Matters for deliberation are circulated in advance of meeting dates to allow for sufficient time to digest
and understand the issues/contents.

Minutes of all the Board committees as well as those of the executive level Group Management Committee which meets
twice a month, are also tabled at the Board.

Board deliberations can be characterised as being healthy and uninhibited. Management also uses the forum to obtain
preliminary views and guidance regarding specific issues or planned courses of action.

For the year under review, all directors had complied with the minimum attendance requirement as stipulated by Bank
Negara Malaysia and Bursa Malaysia.
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The shares of Maybank are quite widely held and the shareholding structure is transparent. There
is full disclosure of the shareholding in the Annual Report and on request. In terms of identifying
major and beneficial shareholders, shareholdings are disaggregated and disclosed up to 0.2 percent.
Shareholdings of directors are also disclosed.

The usual disclosure norm covers identification of the top thirty (30)-shareholders, the number of
shares held, the percentages held by the identified parties and distribution of shareholdings by size.

The share structure exists entirely of common shares and there are no classes of common shares.

There is strict separation between management control and ownership control as evidenced by the
latitude given to Management in running the Group and the pure market oriented approach taken
by Management.

There are no foreign shareholding limits and the company's Memorandum and Articles of
Association does not have any explicit provision to thwart acquisition.

As part of the effort to further improve the liquidity of shares and to broaden the foreign
shareholder base, Maybank is planning to implement an American Depository Receipt Program in
the course of Financial Year 2005.

. Shareholders/Stakeholders’ Rights and Investor Relations \(\

Maybank recognises the need to keep informed all stakeholders of ail major developments on a timely
and effective basis. In addition to the mandatory public statements through Bursa Malaysia on the
occasion of releasing the quarterly financial results as well as other corporate disclosures, interested
parties can also access corporate information through the website www.maybank2u.com. Corporate
information is also made available on request at the company’s headguarters.

There are well established and tested procedures pertaining to the convening and conduct of
shareholder meetings. These steps which govern the holding of the AGM and EGMs are spelt out
in the Memorandum and Articles of Association and are in compliance with Bursa Malaysia‘’s Listing
Requirements and the Company's Act.
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In line with the commitment to shareholder democracy, shareholders vote on all material decisions including the election
and removal of directors, mergers, acquisitions and disposals, appointment of Auditors, dividend payments and
amendments to the Memorandum and Articles of Association. There are no substantive majority voting requirements that
interfere with shareholders rights.

The senior management also regularly meets with investment analysts/fund managers and Rating Agencies to update
them on developments within the Group and to share the broad direction and strategies. These expressions are also
articulated through media interviews and active participation in investment forums in the leading financial centres. The
principal objective is to provide a direct communication channel for all stakeholders.

\JE Financial Reporting and Disclosure H

The financial statement of Maybank is produced and audited according to the Malaysian Accounting Standards Board, which
is in line with International Accounting Standards (IAS). The depth of coverage and the accompanying explanatory notes allow
for easy comprehension of the company’s financial health, main sources of revenue both by business lines and geography,
the principal cost drivers and 1o link business strategy with results. Related party transactions are also detailed out.

As Maybank operates in a number of foreign jurisdictions, the financial treatment of the collated accounts has always
been based on the more stringent requirements.

In addition to the Annual Report, Maybank also publishes its unaudited results at quarterly intervals and this is accessible
at the company's web-site. The Management also hosts separate debriefing sessions for the Press and Investment Analysts
at the time of releasing the half year and final year results.

During the financial year, Maybank did not incur any penalties from the regulatory authorities for erronecus or late
submission of statutary reports.

” Risk Management and Internal Control ”

The company’s Risk Management and Internal Control are stipulated on pages 88 and 47.
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The accounts of Maybank are audited by Messrs. Ernst and Young. The auditors are appointed by
shareholders on an annual basis upon recommendation by the Audit Committee and the Board of
directors. The Audit Committee which has a majority of independent non-executive directors,
oversees the audit process.

The external auditors finalise their audit plan each year in consultation with the Audit Committee. They
are invited to attend meetings on special matters, when necessary. In addition, the Audit Committee
also meets the external auditors without the presence of Management, at least once a year.

In the case of the financial year, other than statutory audit, the external auditors provided tax
advisory services. The amount of fees is disclosed in note 29 of the accounts.

—

- Conclusion |
S ——

|

Having reviewed the governance structure and practices of Maybank and the requirements under
the Code dated January 2007, the Board considers that, with the exception of the disclosure of
individual directors’ remuneration, it has, throughout the financial year, complied with the rest of
the best practices as set out in the Code. The Board is of the opinion that, while individual directors’
remuneration is not disclosed, information provided on page 222 which is made in accordance with
Bursa Malaysia’s Listing Requirements, is sufficient to provide an understanding and basis for
evaluation of Maybank’s corporate governance.

This statement is made in accordance with the resolution of the Board of Directors dated
30 August 2004,

PRas=

Tan Sri Mohamed Basir bin Ahmad
Chairman of the Board
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' of Ethies and Conduet

Maybank, as a custodian of public funds, has a responsibility 1o safeqguard its integrity and
credibility. It is on this understanding that the organisation sets out clearly the code of ethics
and conduct for its staff. The code stipulates the sound principles that will guide all Maybank
staff in discharging their duties. It sets out the standards of good banking practice.

]LThe

purpose of the code is to: H

W=

uphold the good name of Maybank and to maintain public confidence in Maybank;
maintain public confidence in the security and integrity of the banking system;
maintain an impartial and unbiased relationship between Maybank and its customers; and,
uphold the high standards of personal integrity and professionalism of Maybank staff.

!t The

code stipulates that staff should not: H

Engage directly or indirectly in any business activity that competes or is in conflict with
the Bank's interest.

Misuse or abuse their positions in the Bank for their personal benefit or for the benefit
of other persons.

Misuse information.

{ In addition to these, staff should: JE

W =

Ensure the integrity and accuracy of records and/or transactions

Ensure fair and equitable treatment in all business dealings on behalf of the Bank.
Maintain the highest standard of service in their relationship with customers.

Maintain confidentiality of all relations and dealings between the Bank and its
customers. However, confidential information concerning a customer may be given or
made available to third parties only with prior written consent of the customer or when
disclosure is autherised under the Banking and Financial Institutions Act, 1989.
Maintain the integrity of the banking system.

Manage their financial matters well and not subject themselves to pecuniary
embarrassment.

Observe and comply with laws and regulations relating to the operations of the Bank.
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" Responsibility

The Board acknowledges their overall responsibility for the Group's internal
control environment and its effectiveness. It is of the view that the internal control
framework is designed to manage rather than eliminate the risk of failure to
achieve the policies, goals and objectives of the Group. It can therefore only
provide reasonable assurance and not absolute assurance of effectiveness against
material misstatement of management and financial information or against

financial losses and fraud.

The Board is additionally of the view that the system of internal control in place for the year under
review is sound and sufficient to safeguard shareholders’ investments, customers’ interests and the
Group's assets. The system of internal control which has been instituted throughout the Group is
updated from time to time to suit the changes in the business environment.

The role of Management is to implement the Board policies, procedures and guidelines on risk and
control by identifying and evaluating the risks faced and design, operate and monitor & suitable
system of internal controls to manage these risks.

' Key Processes

The key processes that the directors have established in reviewing the adequacy and integrity of the
system of internal control, are as follows:-

e The Group's risk management principles, policies, procedures and practices are systematically
documented and made available to all employees.

* Under the Group's Broad Principles for the Management of Risks, Risk Taking Units, at the first
level, are responsible for the day-to-day management of risks inherent in their business activities.
Group Risk Management, at the second level, is responsible for setting the risk management
framework and developing tools and methodologies for the identification, measurement,
monitoring, control and pricing of risks. Complementing this, at the third level, is Internal Audit,
which provides independent assurance on the adequacy and effectiveness of the risk
management framework. Further information on Group Risk Management, which includes
Cperational Risk Management, Credit Risk Management and Market Risk Management is
highlighted on pages 88 to 103.
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¢ The Board receives and reviews regular reports from the management on the key operating statistics, legal and
regulatory matters. The Board approves appropriate responses or amendments in the Group policies.

¢ The Group’s annual business plan and budget are submitted to the Board for approval. In addition, variances between
actual and targeted results are also reviewed on a monthly basis. This would allow for timely responses and corrective
actions to be taken to mitigate risks.

e The Group’s Internal Audit reports to the Audit Commitiee of the Board (ACB), performs regular reviews of the
business processes to assess the effectiveness of the control environment and highlights significant risks impacting the
Group. The scope and frequency of the audit activities are reviewed and endorsed by the ACB based on the principles
of risk based audit methodology and regulatory requirements. The ACB has active oversight on the internal audit’s
independence, scope of work and resources.

e The ACB regularly reviews and holds discussions with management on the actions taken on internal control issues
identified in reports prepared by Internal Audit, the external auditors, regulatory authorities and the management.

e Management, through the Internal Audit Committee, is tasked to follow up and monitor the status of actions on
recommendations made by the internal and external auditors. In addition, it can direct investigations in respect of any
specific instances or events, which are deemed to have viclated internal policies pertaining to confidentiality or
financial impropriety, which has material impact on the Group.
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e There is a clearly defined framework of empowerment approved by the Board for acquisitions
and disposals of property, plant and equipment, awarding tenders, application for capital
expenditure, writing off operational and credit items, approving general expenses including
donations as well as operational excesses.

e The professionalism and competence of the Group’s human resources is maintained through a
rigorous recruitment process, training and re-skilling programs and a performance appraisal
system. There are proper guidelines drawn-up by the Group for recruitment, promotion and
termination of staff.

r Review of the Statement by External Auditors f

The external auditors have reviewed this Statement on Internal Control for the inclusion in the
annual report for the financial year ended 30 June 2004.

The external auditors conducted the review in accordance with the "Recommended Practice Guide
5. Guidance for Auditors on the Review of Directors’ Statement on Internal Control” ("RPG 5")
issued by the Malaysian Institute of Accountants. The review has been conducted to assess whether
the Statement on Internal Control is both supported by the documentation prepared by or for the
Directors and appropriately reflects the processes the directors had adopted in reviewing the
adequacy and integrity of the system of internal controls for the Group.

RPG 5 does not require the external auditors to consider whether the Directors’ Statement on
Internal Control covers all risks and controls, or to form an opinion on the effectiveness of the
Group’s risk and control procedures. RPG 5 also does not require the external auditors to consider
whether the processes described to deal with material internal control aspects of any significant
matters disclosed in the annual report will, in fact, mitigate the risks identified or remedy the
potential problems.

Based on their review, the external auditors have reported to the Board that nothing had come to
their attention that caused them to believe that the Statement on Internal Control is inconsistent
with their understanding of the process the Board has adopted in the review of the adequacy and
integrity of internal control of the Group.
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The Board has set up several Board Committees to assist the Board perform
its functions and currently, there are 7 Board Committees, each having its
own supportive role. To keep the Board informed of matters tabled and
discussed at the respective Board Committees, the confirmed minutes of each
meeting of the Board Committees are tabled to the Board at each Board
meeting. This is also to provide the opportunity to members of the Board
who do not sit as members of the respective Board Committees to raise any
guery or view on the matters discussed by the said Committees.

\[ Composition:j\

Each Board Committee consists of a mix of the executive and non executive directors and in most Committees, the
independent non-executive directors form the majority, with most Committees headed by independent directors as
Chairman, as seen in the Audit, Remuneration, Nomination, Risk Management and the Employee Share Option Scheme
(ESOS) Commitees.

It is the practice of the Board and the Board Committees that a member abstains from any participation and decision
which involved him, to avoid any conflict of interest.

1ﬁssessment of Effectiveness: ﬂ

An assessment of the Board as a whole and also of the individual directors are made on an annual basis and in assessing
the performance of both the Board and the individual directors, the effectiveness of the Board Committees together with
each director’s contributions to the Board in various aspects including his skills and experience are considered as well. The
initial assessment of individual directors which started previously at Maybank level has been extended to the whole Group.

The directors self assess themselves, followed by assessment by the Nomination Commitee and further discussion on their
performance at the Board level. Feedbacks on the directors’ performance are conveyed to the directors after the assessment,
to enable them to improve their performance. Feedback is also given to Bank Negara Malaysia for their information.




 BOARD OF
DIRECTORS

Strategic Plenning
Committee

Employee Share
Committee

Commitiee Committes -

Credh Review 1 Risk Management

Commitiee

J{j Strategic Planning Committee I‘

The Committee is chaired by the Bank's Chairman himself and 3 of the non-executive directors sit on
this Committee, which meets at least every 2 months and is responsible for recommending to the Board
the Group's strategic direction, the main operating plans and business strategies of Maybank Group as
well as the capital allocation by business segments, apart from being responsible for the management
and policies relating to reputation, risk branding, public reputation as well as the Bank and the Group’s
image. This Committee also monitors the progress and benefit realisation of the key strategic initiatives
undertaken by the Group and the capital adeguacy of the Bank and the subsidiaries.

Credit Review Committee j‘

This Committee meets on a weekly basis to review loan applications above a certain level which
had been approved by the Credit Committees (CC) of the Management, which CC also meets on
a weekly basis, to consider loan applications. This Committee has the right to veto any decision of
the Credit Committee if necessary. The Committee also looks into any required change in credit
policy for recommendation to the Board.

The Committee also reviews the total lending cap of companies which are granted facilities by the
Bank and makes its necessary recommendation to the Board.
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Audit Committee ]

Headed by an independent non-executive director as Chairman, this Committee meets at least once a month. Detaits of
the Committee’s composition, roles and responsibilities and number of meetings held during the financial year ended
30 June 2004 are provided at page 56 to page 59 of this Annual Report.

The composition of this Committee is reviewed every 3 years and it has been the Bank's practice to review and change
the Chairman of this Committee every 3 years. The review also covers the Committee and members’ performance and
the terms of membership of this Committee.

Employee Share Option Scheme {ESOS) Committee J

With the expiry of the previous scheme on 22 June 2003, a new scheme was launched with effect from 26 August 2004
for a period of 5 years, as approved by the shareholders at the Extraordinary General Meeting (EGM) on 11 August 2004

This Committee assists the Board in determining all questions of policy and expediency that may arise in the
administration of the ESQS and generally exercise all acts that are necessary to promote the best interest of the Maybank
Group. The Committee oversees the Management's implementation of the scheme. The Committee decides inter alia on
the offer, offer date, eligibility, basis of allotment, the exercise of the option, the administration, modification to the
scheme, dispute and termination issues in relation to the scheme, in line with the ESOS By-laws. Appeals by staff on
ESOS issues are also looked into by the Committee.

Risk Management Commitiee (RMC) ]

The Committee is responsible for formulating policies, identifying, measuring, monitoring, managing and controlling the
market risk, liquidity and operational risks. The responsibilities include ensuring policies and [imit structures for Maybank.

This Committee meets monthly and also oversees the risk management in Maybank and the Group, detalls as per
page 88 to page 103 herein.

. The members of the Committee, numbers of meetings held up to 30 June 2004 and their attendance being as follows:-

Independent/non-independent No of meetmgs and attendances

| Raja Tan Sri Muhammad Aliss | independent nom-erecutve e
| Mr. Teh Soon Poh | Independent non-seavtive 1010
Haji Hashir bm Abdullah | Independent nen-erecuiive ‘ 88

| (appointed as a member
N of RMC \{v‘ef 728.8.2003)

Dato’ Mohd H;lmey bin Mohd Taib | Nen-incpendent mon-crecutive "
f‘ ~, (retired as a member
‘A

i
3

of RMC wef 12.10.2003)
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: Nomination Committee d

The Board delegates to this Committee the process for assessing existing directors and identifying,
nominating, appointing and orientating new directors and thereafter makes the necessary ‘
recommendation to the Board. The Committee also recommends to the Board the directors to be ‘
appointed to any of the Board Committees. This Committee performs on Group basis and
continuous to ensure that a mix of skills and experience within the Group is maintained.

In line with the Code of Corporate Governance for reviewing of directors’ skills and experience, the
Committee looks into the effectiveness of a director’s contribution to the Board. Review of
assessment of the Board's performance and the individual director's performance are first discussed
by this Committee prior to dicussion at Board level. The assessment is to upgrade the effectiveness
of Maybank Board and the Boards of subsidiaries. The Committee also recommends to the Board
measures to be taken in situations where there are areas of conflict of interest with the directors.

This Committee meets as and when required. The members of the Committee, numbers of meetings
for the financial year ended 30 June 2004 and their attendance being as follows:-

Number of meetings
Name of members Independent/non-independent and attendances

Tan Sri Mohamed Basir bin ;/-\hmadj Non-indapendent non-exacuiive | 1 ‘
‘ {Ceased to be Chairman
\ ! of REC wef 28.8.2003)

| Dato’ Richard Ho Ung Hun | Indipendent non-ereguiive ‘ ”n
! : [ (Ceased as a member
J i wef 28.8.2003)
: Dato’ Mohd Hilmey bin Mohd Taib | Nen-independent non-executive 1/1
; {Retired as a director
wef 12.10.2003)

1j6dég |enuuy 00z Jueqglen

! Raja Tan Sri Muhammad Alias Inclependent non-exequiive 5/5

' bin Raja Muhd Ali { - {Chairman wef

\‘ | 28.8.2003)

J Tuan Haji Hashir bin Haji Abdullah | Incependent non-executive | 5/5 A

~Enck Mohammad bin Abdullah | independent non-eecutive 5/5

" Datuk Amirsham A Aziz Nen-independent @ecutive 4/4

\ ‘ (Appointed as a member

l | wef 8.8.2003)

| Datuk Abdul Rahman ! Non-incependent non-executive | 11

| bin Mohd Ramli }(Appointed as a member |
wef 26.2.2004) :
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[Remuneration And Establishment Committee (REC)

Previously called the Remuneration Committee, the REC provides a formal and transparent procedure for the REC's main
role of recommending to the Board, in line with corporate governance, the remuneration framework/policy for the
directors, the President and key senior management officers and in ensuring that the compensation is competitive and
consistent with the Bank and the Group's culture, objectives and strategy.

This includes the determination of remuneration packages for executive directors, to reflect their responsibility and
commitment, based on the responsibilities undertaken and their contribution to the effective functioning of the Board.

The executive directors do not play any part in this decision making and discussions on their remuneration are held
without their presence. The REC also recommends to the Board all policies relating to manpower within the Maybank
Group, training programs for key senior management officers, the short and long term plan on incentives plans,
performance management and management development programs.
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The Committee meets every month to discuss various issues. Where necessary, special meetings are
also held. The number of meetings and attendance for the financial year ended 30 June 2004 being
as follows:-

lndependent/
Name of members i No. of meetings

Tan S Mchamed Basir ‘ Wommxmnfw 3/3

bin Ahmad [ (Ceased to be Chairman
‘ of the REC wef 28.8.2003)
D to’ Rlchard Ho Ung Hun L(e(,,(frUW m)@ BHEC Q\ﬂ@ 3/3

(Ceased as a member
of the REC wef 28.8.2003)

2/3 . -
(Ceased as a member
of the REC wef 28.8.2003)

Datuk Amlrsham A Am Neme=lriden z"l}@(_—’ﬁ @zMWM

[
|
|
|
L
(
|
N
I
|
|

‘
i
|
|
|
!

[ Dato Mohammed Hussem | 8ol @@D@m)@bm evEcuiie 273
| ; i {Ceased as a member
{ : of the REC wef 28.8.2003)

9/10
L , (appointed as Chairman ‘
! _ ; ‘ of the REC wef 28.8.2003)'

1
|
|
!
S (S
[
?

{appointed as a member -
of the REC wef 28.8.2003)

RaJa Tan Sr Muhammad Alnas 13/13
! Datuk Abdul Rahman 1 Noms mxwow et | 9/13
{ bm Mohd Ramh : \
Teh Soon Poh : T— @ﬂf:{( g | 8/10
; , : |

|
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 Commitee of the Board

” Size and Composition 1{

For the financial year ended 30 June 2004 the Audit Committee of the Board (ACB) comprised the following
4 non-executive directors, 3 of whom are independent directors:

Teh Soon ﬁoh Brﬂafjﬁ ) Heshy , Mohammad bin Relhmem

(independent non- - Heh A bdulla . Abdullah . bin Ramli

executive di‘r}‘ector) | (Independent | (Independent

| ' non-@ecutive director) ' non-executive director) director)
!
1.

oy |

The Board has empowered the ACB to undertake the following:

1. Investigate any activity or matter within its terms of reference.

2. Promptly report to Bursa Malaysia matters which have not been resolved satisfactorily thus resuiting in a breach of
the listing requirements.

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

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

5. Convene meetings with external auditors, without the attendance of the executives, whenever deemed necessary.

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

1. Necessary resources which are required to perform its duties.
2. Full and unrestricted access to any information and documents relevant to its activities.
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The duties and responsibilities of the Committee are to review and/or report to the Board of
Directors on the following:

1.  External Auditors:

The external auditor's audit plans and scope of their audits.
Their audit report and Management letter including Management's responses.
Recommendation on the nomination or re-appointment of the external auditor and their fees.

2. Internal Audit:

Independence and authority to carry out its work.

Adequacy of the scope of work, resources and functions of Internal Audit in relation to risk
management, internal control and governance processes.

Audit plan, programme and processes.

All audit reports and Management's remedial actions and where appropriate to direct
Management to undertake the necessary measures.

Appointment, termination, performance and remuneration of all Internal Audit staff.

3. Financial Reporting:

Quarterly and year-end financial statements focusing on any changes in accounting policy,
significant and unusual events, compliance with applicable approved accounting standards
and other legal and regulatory requirements.

Any related party transaction and conflict of interest situations that may arise within the
Bank or Maybank Group including transactions, procedures or courses of conduct that may
raise questions of management integrity.

4.  Annual Report:

Audit Committee's activities for the financial year.

;‘_Attendance at Meetings H

During the financial yéar ended 30 June 2004, the ACB held a total of 17 meetings. The details of
the attendance of the Committee members are as follows:

Name of Committee Member

No. of Meetings attended

Teh Soon Poh 14/17
Haji Mohd Hashir bin Haji Abdullah 16/17
Mohammad bin Abdullah 14/17

Datuk Abdul Rahman bin Mohd Ramli 16/17




|
 Commiftee of the Board
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The executive directors and the Chief Audit Executive are invited to attend the meetings. The External Auditors, Messrs.
Ernst & Young, attend meetings on special matters only when necessary. The Company Secretary, Puan Mahiram Husin,
is the Secretary to the ACB.

During the year, the following activities were undertaken:

W

10.
11.

Reviewed the Annual Audit Plan for the financial year 2003/2004 to ensure adequate scope and caoverage over the
activities of the Group.

Reviewed the quarterly unaudited financial results of the Bank and the Maybank Group before recommending them
for the approval of the Board of Directors.

461 internal audit reports on audit assignments were tabled and deliberated.

The ACB reviewed all the Bank Negara Malaysia Examiners’ reports and audit reports of the external auditors and
other regulatory authorities. The ACB reviewed Management’s responses to the aforesaid auditors’ and examiners’
recommendations and monitor the actions taken to rectify weaknesses detected. Where necessary, the ACB had also
directed that appropriate remedial actions be taken.

Deliberated the minutes of the meetings of the subsidiary companies’ Audit Committee of the Board for an overview
of the risk management and internal control systems.

Reviewed the financial statements and ensured that the financial reporting and disclosure requirements of relevant
authorities had been complied with.

Evaluated the performance of external auditor and made recommendations to the Board on their appointment,
scope of work and audit fees.

Reviewed the guarterly audit performance reports to ensure the adequacy, performance, progress, achievement and
coverage of the internal audit functions.

Examined the adequacy of the skills, knowledge and core competencies of the internal auditors. This included review
of the training programmes initiated.

Reviewed the related party transactions entered into by the Bank and the Maybank Group.

Provided independent evaluation on the performance and remuneration package of all audit staff in accordance with
the requirements of Garis Panduan 1 of Bank Negara Malaysia.

‘l Internal Audit Function u

Internal audit plays a key role in assisting the ACB to oversee that Management has in place a sound system of risk
management, internal control and governance. Internal audit's vision is to be the leading best practice assurance provider
and value adding business partner of internal controls, risk management and governance processes committed to exceed
customer expectations and enhance shareholder value.
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As a business partner, internal audit is engaged in executing its assurance and consultative role
through programmed activities to review the operations of husiness units. Internal audit helps
accomplish the Group's objectives by bringing a systematic, disciplined approach to evaluate and
improve the effectiveness of risk management, control and governance processes. The selection of
the units to be audited from the audit universe leading to the formulation of the audit plan, is on
a risk based approach and in cognisance with the Group’s objectives and policies in the context of
its evolving business environment. Priority is given to areas of relatively higher risks. The audit plan
is reviewed and approved by the ACB. The audit reports are submitted to the ACB for their review.
This enables the ACB 10 execute its oversight function by forming an opinion on the adequacy of
measures undertaken by Management.

Internal audit also plays its consultative role by reviewing and recommending improvements to
current risk management, internal control and governance processes, where appropriate. In addition,
reviews of new business initiatives/projects are carried out through the system development process
prior to implementation. As an added assurance, all new projects implemented are subjected to post
implementation reviews by internal auditors.

The internal auditing function is organised on a Group basis and provided with adequate resources
to discharge its functions. Consistent with this approach, the internal audit function is supervised
centrally with support from resident auditors in selected overseas locations where Maybank operates
namely in Singapore, Philippines and Indonesia. Technical support especially in relation fo
information technology systems and developmental initiatives are centrally driven to ensure
consistency of standards and applications.

To enhance the efficiency and effectiveness of the internal audit activity, the Group has purchased a
new Audit Management System from a leading audit solution provider. This new Audit Management
System which is used globally would ensure the consistency of audit work processes from planning,
risk assessment, audit field work and data management.

The International Standards For The Professional Practice Of Internal Auditing (SPPIA) of the Institute
Of Internal Auditors (A), the Practice Advisaries issued by the lIA, the Guidelines On Internal Audit
Function and Bank Negara Malaysia’s Garis Panduan 10 (GP10) and Garis Panduan Insurance 13
(GPI 13) are used where relevant as authoritative guides for internal auditing procedures.
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Operations Review

Maovbank

[NTRODUCTION
MAYBANK IS A DIVERSIFIED FINANCIAL GROUP WITH ACTIVITIES COVERING HOUSEHOLD AND ENTERPRISE
FINANCIAL SERVICES, INVESTMENT BANKING, INSURANCE, FUND MANAGEMENT AND OTHER RELATED
ACTIVITIES SUCH AS CUSTODIAL AND TRUSTEE SERVICES. IT OFFERS ISLAMIC FINANCIAL SERVICES ALONGSIDE
THE CONVENTIONAL, WITH PRODUCTS RANGING FROM FINANCING, DEPOSITS, INVESTMENT ACCOUNTS AND
TAKAFUL SERVICES. AMONG MALAYSIAN BANKS, IT HAS THE LARGEST PRESENCE OVERSEAS. THIS INCLUDES
NEW YORK, LONDON, PEOPLE’S REPUBLIC OF CHINA, HONG KONG SAR, SINGAPORE, THE PHILIPPINES,
INDONESIA, BRUNEI DARUSSALAM, VIETNAM, CAMBODIA, BAHRAIN AND PAPUA NEW GUINEA.
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Financial Services

The Group has an extensive retal delivery network comprising I
|
i

420 sales and service outlets nationwide, more than 2,000 self service

terminals and a ful'y-ledged contaci centre

The Group's dominant position in domestic household financial services remains unmaicned.
The market share for total household financing, comprising morigages, retall hire ourchase
financing and credit card receivables, was 18.6% while market share Tor househoid traditiona!
geposits stood at 21.5%. The Group also has an extensive rezail de'ivary network comprising 420
sales and service outlets across the country; more than 2,000 seif service terminals inciudin
ATMs; phone and internet banking facilities; as well as a full-fladged contact centre with
capability to handle both incoming and outgoing calls. ts internet har NG commands @ marker
share of 78% in terms of the number of subscribers,

g
2

RETAIL FINANCIAL BUSINESS

The positive consumer sentiment and stable financing rate during the last financial year provided a
strong growth momentum to the Group’s domestic retail financial services. Lending for the purchase of
residential housing increased by 12.6% to RM21.9 billion and consumption credit, excluding credit card
receivables, grew by 10.7%. Other areas of lending, such as financing for investment in shop houses
and mutual funds, recorded impressive growths, resulting in the overall domestic loan for this business
segment expanding by 15.19%.

With excess liquidity in the market and the need to minimise the impact of negative interest carry on
household deposits, efforts were made to manage growth of this deposit. During the year, the growth
in household deposits was 10.6% with slightly more than half of the increase coming from savings
deposit and current accounts.

The Group continued to strengthen its presence in the payments business. Excluding commissions from
credit card business, fee income from this business line grew by more than 40%. Foreign exchange
profit from retail transactions, on the other hand, increased by slightly more than 50%.
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A pumber of new products were launched
and they were well received by the public.
These products include Premier Capital
Guarantee, Premier Education Plan, Premier
Personal Accident, Mayban Small Capital Trust
Fund and Syariah compfiant trust funds.

The commendable perfarmance of retail financial services during the period can be attributed to the
following three-pronged strategies:

1. Retaining and increasing the share of wallet from mass affluent and high net worth customer
segments.

2. Migrating and servicing the mass market segment to more efficient delivery channels.

3. Acquire new mass affluent and high net worth customers through innovative product offerings and
relationship banking.

During the year, a number of initiatives were executed and the aim was to improve further the guality
of customer service. Among those were:

1. Enhancement of internet banking security through the introduction of .a Transaction Authorisation
Code (TAC).

2. Emplacement of a Branch Sales and Service System that is capable of enhancing the quality of
customer relationships as well as supporting customer acquisition and retention.

3. Introduction of an Asset Allocation Model that helps to align customer portfolios with their
investment objective and as a guide to diversifying their investments.
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Apart from these initiatives, a number of new products were launched and they were well received by
the public. These products include Premier Capital Guarantee, Premier Education Plan, Premier Personal
Accident, Mayban Small Capital Trust Fund and Syariah compliant trust funds. The features of existing
products were also enhanced and these included mortgage financing and expansion in the number of
payee corporations for internet banking.

' CARD BUSINESS |

Despite intense competition with more players coming into the industry, the Group’s cards business
continued to register strong growth. Credit card receivables increased by 10% to reach RM1.8 billion,
thus accounting for 14.2% of the total for the whole banking system. New cards acquired rose by
30% while total spending for the year recorded a 15% growth. Significant growth was also recorded
in the debit card business. Debit spend for the year was 83% higher than the corresponding period
last year and with this achievement, the Group was in the lead position with over 30% market share.
Merchant sales recorded the highest achievement with 22% growth against the industry's 18%. With
this performance, the market share for merchant sales strengthened from 23% to 24%.

During the year, the Group successfully launched the Maybank American Express Card, which is targeted
at the higher end of the market segment. Product promotions and awareness were stepped up to
strengthen the Group’s position in this business. In addition, two new card acquisition channels were
emplaced and an incentive package was introduced to enhance the attraction of the Group card products.
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AUTOMOBILE FINANCING

The Group’s automobile financing business comprises retail hire purchase, business hire purchase, floor
stocking and block discounting. About 95% of the business was from retail hire purchase. The Group is a
major player in the hire purchase sector, commanding a 13.7% market share. The Group has a dominant
position in block discounting and floor stocking with market shares of 65.5% and 24.8% respectively.

In line with the strategy to diversify the base of the business, the Group continued to expand its offshore
business. The loan base of the Singapore operation’s automabite financing increased by 38.7% whilst the base
for the Philippines grew by 96.4% to RM88 million. Taking into account a 3% annual growth from the
domestic operations, total loans of the Group’s automobile financing increased by 11% during the vyear.
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In the face of intense market competition and realizing the
need to fully capitalise on Group synergy, the business of
automobile financing will be merged into the commercial
bank’s fegal entity effective 1 October 2004.

During the year, initiatives concerning product features, service standards and business processes were also
undertaken. With regard to products, reward programs for all newly approved hire purchase customers
were introduced. These programs were developed in cooperation with the Group's strategic partners. In
order to improve further the service standard to customers, @ mechanism to shorten the turnaround time
for approvals and disbursements was emplaced at all automobile finance service outlets.

In the face of intense market competition and realizing the need to fully capitalise on Group synergy, the
business of automobile financing will be merged into the commercial bank’s legal entity effective
1 October 2004. Notwithstanding this, no major changes will be made to the existing business process.
The unit will still be responsible for end-to-end processes relating to the business, which includes
marketing, processing, approval, disbursement and securities. In fact, preserving the benefits of the existing
processes and having the advantage of a focused business as well as competitive funding cost, this
business unit will be able to compete in the market more effectively.
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Enterprise Financial Services Group registered favourable
growth in both assets and market share. Our strategy in

achieving growth is to tap on our existing large customer

base as weli as acguining new customers.

Riding on the back of an improving economy, the Enterprise Financial Services Group registered
favourable growth in both assets and market share. Our strategy in achieving growth is to tap
on our existing large customer base as well as acquiring new customers.

The Enterprise Financial Services Group's loans growth for the year was largely driven by the Small and
Medium Scale Enterprises (SME) segment, which grew by RM2.3 billion or 15.2%. The growth in the
corporate business segment was subdued due to the substantial reduction in Foreign Direct Investments
and the continuing shift from conventional financing to capital market financing by large corporates to
tap on the improved equity market conditions as well as the lower funding costs. Despite the slow
growth, outstanding loans by large corporates, which stands at RM32.0 billion, still commands a market
share of 31.0%.

In line with the Government’s efforts to strengthen the competitive fibre of SMEs in Malaysia, the
Enterprise Financial Services Group has put in place a well-structured system of management of SMEs
through its 38 Business Centres strategically located throughout the country. With this extensive reach,
the outstanding SME loan base of RM20.0 billion represents a market share of 19.7% and constitutes
25.0% of the Bank’s total loans.

Complementing the 38 Business Centres are 15 Trade Finance Centres (TFCs) with dedicated sales
executives focusing on servicing our customers’ trade financing needs. Revenues from trade financing
expanded significantly with a growth of 34.4% while market share of the trade finance business grew
from 23.0% to 25.0%. The sterling performance is a reflection of the success of the Trade Finance
New Operating Model whereby a specialised Trade Processing Centre acts as a central hub handling all
processing, hence freeing the TFCs to focus on sales.
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Revenues from trade financing expanded significantly with a growth
of 34.4% while market share of the trade finance business grew
from 23.0% to 25.0%. The sterling performance is a reflection of
the success of the Trade Finance New Operating Model.

Maybank 2004 Annual Report

Our support to the SMEs must not be solely gauged by the
amount of financing which we have disbursed. At the same
time, we have teams of specialist Account Managers trained
to focus on this sector and to customize our solutions to
them. Turnaround time for loan processing through to
approval and disbursements were also improved with process
re-engineering and the setting of benchmarks under Service
Leve| Agreements.

Recognizing the differing financial requirements of our
customers in different industries, we have implemented several
financial packages to meet these specific needs, such as the
Vendor programmes for the automotive industry, furniture
industry, petrol distribution sector, oil and gas industry and T
industry. Each financing package offers competitive pricing
and flexibility in meeting the customers’ needs.




Maybank is the top lender among participating financial institutions for special loan schemes managed
by Credit Guarantee Corporation, such as the New Principal Guarantee Scheme, Direct Access
Guarantee Scheme, Flexi Guarantee Scheme and Small Entrepreneur Guarantee Scheme. As at end June
2004, we have granted RM8.5 billion under the various special loan schemes.

Enterprise Financial Services Group regularly holds dialogue sessions with Trade Associations and the
various Chambers of Commerce to exchange ideas and forge stronger business partnerships.
Participation in exhibitions and sponsorships of events related to the development of SMEs are also
other areas of emphasis. During the year, we participated in a total of 11 exhibitions.

As the large corporations are increasingly tapping the debt market for alternative funding, Enterprise
Financial Services Group worked closely with our Investment Banking Group to provide solutions for
these customers’ financing reguirements. Resulting from this collaboration, Aseambankers was involved
in @ number of debt market exercises, which totaled RM8.6 billion during the year.

With the emergence of e-trading, the business world has become a borderless global village where
distances and time are no longer barriers. Realizing this, the Group is giving added emphasis to the
e-commerce platform through the provision of enhanced cash management services via the introduction
of Maybank2e.net. The basket of services available includes, arhong others, payments, collection,
liquidity management, treasury services and trade finance processing.
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Bewween luly 2003 and June 2004,

Aseambankers unceriook seven new

fistings and 23 capital raising exercises

The business environment for investment banking activities during the ast financia!l year was
mixed. The domestic bond market was erratic with yields on 5-ycar MGS cdimbing to & four-
year high towards the end of the financial year. Despite this cavelooment, raising funacs
through bonds issuance remained an attractive cption. Aseambpzrkers maneged ¢ retain its
second position with a2 21% market share in PDS issuance. The company acted as jcint Principel
Advisor and Joint Lead Arranger Tor the issuance of RM5.6 2illor nominal velue Istisna’
medium term notes programme for SKS Power Sdn Berhad.

All the elements to support a strong performance of the equity market were present during the year.
The upward trend of the economic growth, low interest rate, high domestic liquidity and stable political
climate provided a strong boost to the market resulting in the Kuala Lumpur Composite Index rising by
18.5%. For the merchant banking business, this development translated into an increased flavour for
Initial Public Offerings and fund raising exercises. Between July 2003 and June 2004, Aseambankers
undertook seven new listings and 23 capital raising exercises.

The Group's stock broking business recorded a strong growth performance, securing an average market
share of 10.8%. This achievement can be attributed to various strategic initiatives emplaced in the last
three years, which transformed the Group’s stock broking entity into an efficient business unit. These
initiatives covered the streamlining of its workforce and capitalising on technology to improve work
processes. In addition, research capability was further enhanced. The outcome of this effort was seen
when Mayban Securities was ranked third in the Edge Broker’s Poll 2003 for the category of the most
improved local research house.

With the objective of improving further the service standard, a new public gallery was opened in
August 2003. This gallery is located at Dataran Maybank and serves as a one-stop centre for retall
clients of the company.
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The Group's insurance business

recorded a combined gross

premium of RM1.3 billion

For the year ended June 2004, the Group’s insurance business recerded a combined gross
premium of RM1.3 billion. More than three-guarters came throuch the Maybank Group's
network — a testimony to the success of the bancassurance business mode! adopted by the Group.

While this was an important threshold for the Group’s insurance business — crossing the RM1 billion
mark for the first time - the most significant achievement was the improvement in the industry ranking.
The life insurance unit, Mayban Life climbed up the life insurance industry ranking to No. 2 from
No. 5 the year before in terms of new business premium, and doubled the market share for new
business to 14% from 7% previously. The star contributor was the tremendous success of the Premier
Capital Guarantee (PCG) products. Mayban Life collected some RM600 mitlion in new business premium
for PCG. At the close of the financial year, Mayban Life's assets under management had grown to

RM2.6 billion, which is comparable to a sizeable asset management company.
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Mayban General Assurance is now the
most profitable company in the general
insurance industry in terms of
underwriting margins.

It was also a great year for Mayban General Assurance, the Group’s general insurance unit. Solid growth
in business was recorded for the household segment and medium scale enterprises. The major contributor
to the growth was the Premier Personal Accident (PPA) product, where Mayban Assurance is now ranked
No. 2 in the Personal Accident market segment of the industry. As a result of various profit-driving
initiatives such as portfolio restructuring, prudent business selection, and improvement in claims and
customer services, Mayban General Assurance is now the most profitable company in the general
insurance industry in terms of underwriting margins and ranked No.2 in terms of absolute operating profit.

The achievement of Mayban Takaful, the Group’s family and general takaful unit, was indeed promising.
During the financial year, Mayban Takaful experienced a tremendous growth, at 160%, in gross
contribution to reach RM42 million from RM16 million the year before. This business unit is the one

to watch, as the rapid pace of growth is expected to continue for many years.

-
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nagement

Mayban tnvestment

Management is among the oD

three private fund management

companies in Malaysie

The Maybank Group recorded significant progress in becoming a mejor player in the func
managemen?t activities. its subsidiary, Mayban Investment Manacement, s now among the top
three private fund management companies in Malaysia. With a fund size of RM3.84 bikiicn or
an increase of 38.7%, its market share improved to 13.7% from 10.5% in Jjune 2003. Clienis
include pension funds, insurance companies, corporations, institutions, unit trust funcs, high
net wortn individuals and most recently, foreign institutions from tre Middle Zast.

The Group also strengthened its presence in the unit trust business. During the year, total assets under
the management of Mayban Unit Trust Berhad grew from RM1.68 billion to RM2.2 billion reflecting a
stunning growth rate of 30.6% against the industry’s 18.77% for the period under review. Over the
same period its market share rose from 6.39% to 7.03%.

One of the principal focus of the Group’s unit trust business was the introduction of a comprehensive
suite of new and innovative funds to cater for a wide spectrum of investors with different investment
objectives, risk appetite and at various stages of their life cycles. In line with this focus, three new
products were introduced, namely:

1. Mayban First Capital Guaranteed Trust Fund: Launched on 19 August 2003, the closed-end Fund
was designed for investors who want to participate in the growth of the Malaysian equity markets,
but at the same time, posed no risk to their initial capital at the end of the investment tenure.
At its IPO period, more than RM110 million was subscribed to the fund.
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Total assets under the management of
Mayban Unit Trust Berhad grew from RM1.68 4
billion to RM2.2 billion.




2. Mayban Smallcap Trust Fund: Launched on 3 March 2004, the Fund sits on the opposite end of
the risk spectrum. It is an aggressive equity based fund whose objective is to achieve medium to
long-term capital growth by investing primarily in securities listed on Bursa Malaysia with market
capitalisation of not more than RM750 million. The Fund received overwhelming response and was
fully subscribed within the first three days of the launch. The size was increased by another RM150
million and was again fully taken up within days of reopening. In total, more than RM241 million
was collected during the IPO period.

3. Mayban Dana Arif: Launched on 27 April 2004 with an approved fund size of RM200 million at
50 sen per unit, it is the Company's first Islamic Bond Fund and the objective is to provide a steady
appreciation of value and a regular income flow.

In an effort to enhance its service delivery, Mayban Unit Trust Berhad is embarking on a multi million
ringgit fully integrated unit trust system where straight-through processing will be a standard feature.
The system is expected to bring substantial benefits to investors who for the first time will be able to
make “on-line and real time” enquiry on the status of their investments.
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Private Equity investnent end management

have been Mayban Veniures' core capabilities

since incorporation Zemonsirated by the

successiul 1POs of 13 companies

During the financial year, Mayban Ventures focused on surfacing Private Equity (PE) deals
comprising pre-IPO, mezzanine and strategic start-ups in bigger size. Nonetheless, monitoring
the existing portfolio of technology companies remained a major activity during the expansion
and exit stages of such companies. A follow-on fund of RM100.0 million, The Inflexion Fund,
was marketed to a select group of investors to profit from the growth and in particular the
eventual IPOs of these companies on the MESDAQ.

PE investment and management have been Mayban Ventures core capabilities since incorporation,
demonstrated by the successful IPOs of 10 companies. Capitalizing on the Group’s network of lending
and hence investment opportunities, the Company continues to offer well-structured deals to a growing

base of institutional investors.
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Maybanl’s biggest overseas presence is in Singapore. lts profile in the country has been rapidly
transformed over the years due to the concerted efforts to enhance its presence. Maybani's
presence is now more visually apparent due to the strategic pracement of its 27 service

locations and the contributions 10 major national community infiiatves.

With the Qualifying Full Bank (QFB) licence awarded by the Monetary Authority of Singapore, Maybank
rapidly extended its footprint by introducing five offsite ATMs and participated in Singapore's first QFB
shared ATM network. For the convenience of customers, two branches (Ang Mo Kio and Marine
Parade) were re-located to the densely populated heartland and dedicated the Robinson Road Branch
in the Central Business District to busy executives for their share financing needs.

With these initiatives, Maybank has made good progress in Singapore. It retail customer base increased
by 46% while consumer loans grew 2.5 times and now make up 37% of Maybank Singapore’s total
loan portfolio. The Automobile Finance business has achieved growth of more than 3.9 times, while
the credit card base has grown by 83%. Maybank is now distributing more than 100 funds with a
two-fold increase in assets under management in Singapore. Likewise, the enterprise business,
comprising more than 60% of Maybank Singapore’s total loan portfolio, out-performed the market and
grew 10% year-on-year while trade finance grew 30%.

With regard to operations in the emerging markets, asset creation has been realised in a selective and
measured manner. Expansion of asset bases in markets such as Brunei and Papua New Guinea continue
to be reflective of the relatively limited size of such economies. In the more advanced markets, the
capital returns parameters for the overall loans and investments markets have experienced significant
re-alignment due to the considerable demand for credit opportunities by financial and non-financial

institutions alike.
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Maybank hes been recognised by the

market as having the largest poc! of

Islamic banking assets worth RM20.9 biltion

Maybank has been recognised by the market as having the largest pool of Islamic banking
assets worth RM20.9 billion. It has established itself as the Group with the biggest share of
Istamic banking business in the market. With profit after tax increasing strongly by 15.6%, it
has proven itself as an increasingly important component of the Group’s business. This is in line
with the Central Bank’s target of expanding Islamic business so that by the year 2010, Islamic
business contributes 20% of the banking system.

With Islamic financing at Group level growing strongly at 25.9% during the year under review, the profit
contribution from Islamic banking grew from 14.6% to 15.5% of the total pre-tax profit of the Group. In
recognition of this, Maybank was presented "The Excellent Performance Award 2003/04” by the
Association of Islamic Banking Institutions Malaysia. We were also awarded the “Best Provider of Islamic
Financial Services in Asia" and "Best Islamic Wholesale Financial Services Provider” by Euromoney Magazine.

During the period under review, key growth areas in financing shifted considerably from the long term
house financing to the shorter-term commercial/business and trade financing. This is in line with the
need to create a more balanced portfolio, both in terms of sector and exposure to long-term risks.

As a means to ensure sustainable growth in the future, Maybank is looking at diversifying its sources
of growth via the introduction of new financing and deposit products. One such product is the Variable
House Financing in line with the guidelines issued by the Central Bank early this year. Personal financing
as well as auto-financing will also receive more attention as these financing instruments could
immensely contribute towards improved earnings and sectoral diversification.
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INTRODUCTION
IN THE COURSE OF CONDUCTING ITS BUSINESS, MAYBANK GROUP IS CONSTANTLY ASSUMING DIVERSE AND
COMPLEX RISK TYPES SUCH AS CREDIT RISKS, MARKET RISKS, LIQUIDITY RISKS, OPERATIONAL RISKS AND OTHERS.

AT MAYBANK GROUP, WE CONTINUOQUSLY BENCHMARK OURSELVES AGAINST INTERNATIONAL BEST PRACTICES
IN RISK MANAGEMENT. THE GROUP’S RISK MANAGEMENT FRAMEWORK INVOLVES RISK MANAGEMENT
PRINCIPLES, ORGANISATION STRUCTURES, RISK POLICIES, RISK IDENTIFICATION, QUANTIFICATION AND
MONITORING AND CONTROL PROCESS.




Risk Management ensures that
core risk policies of the Group

are consistent, sets the risk

tolerance level and facilitates the
implementation of an integrated

risk-adjusted measurement

framework

' RISK MANAGEMENT STRUCTURE

In response to the complex risk types inherent in the Group’s activities, the following risk management
structure is in place to ensure adequate and effective oversight:

l Board Of Directors |
— - \ —
| Audit Committee ' Risk Management Committee_;} J Credit Review Committee |
Internal Aurdit Credit
Committee P T Committee
;L Chief Risk Qfficer ] o
Credit Risk Management | LMarket Risk Management | < Operational Risk Management
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Operations

Review

The Board of Directors is responsible for ensuring
that risk management policies are established for
the various categories of risk and is also
accountable for ensuring effective functioning of
the internal control mechanisms.

The Board is assisted by the following board
committees in the discharge of the above
responsibilities:

Risk Management Committee (RMC)
Credit Review Committee (CRC)
Audit Committee (ACB)

Risk Management comprises Credit Risk
Management (CRM), Market Risk Management
(MRM) and Operational Risk Management (ORM)
units, all reporting to the Chief Risk Officer.

While risk taking units have the primary
responsibility for managing specific risks assumed
by them, Risk Management provides the central
resource for the identification, assessment,
quantification, aggregation, monitoring and control
of the risks taken by the Group as a whole.

Risk management activities pertaining to internal
control and audit programs are under the purview
of the Chief Audit Executive.

Maybank Group views compliance with laws,
regulations, and standards as an integral part of all
its business procasses. An independent compliance
unit within Risk Management has been set up to
undertake the centralised oversight of the
compliance functions in the Group.

RISK MANAGEMENT PRINCIPLES]

The 7 Broad Risk Management Principles

The risk management approach is premised on
three lines of defence — risk taking units, risk
control units and internal audit.

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

Risk Management provides risk oversight for the
major risk categories including credit risk, market
risk, liguidity risk, operational risk and other
industry-specific risks.

Risk Management ensures that the core risk
policies of the Group are consistent, sets the risk
tolerance level and facilitates the implementation
of an integrated risk-adjusted measurement
framework.

Risk Management is functionally and organisationally
independent of the business sector and other risk
takers in the Group.

The Maybank Board, through the Risk Management
Committee, maintains overall responsibility for risk
oversight within the Maybank Group.

Risk Management is responsible for the execution
of various risk policies and related decisions of the
Board.



" The 3 lines of Defence

%

Senior Management

Board of Directors

Business Capability
Group Groups

Risk: Management Reporting

\. st Line of Defence
J

independent
Risk Management
Function

2nd Line of Defence

Internal Audit
Function
i

3rd Line of Defence

4

Day to day
management of risk

Risk oversight,
policies and framewaork

Independent Assurance

Risk Awareness Communication Program
Maybank Group's risk management mission is to
provide the appropriate framework and
methodologies for the effective management of
enterprise-wide risks in the Group in order
to protect and enhance shareholder value.
This mission is supported by the following
strategic objectives:

+ C(Cultivate a Risk Aware culture in the
Maybank Group, to empower every staff
member with the capability to identify and
manage risks whenever possible.

¢ Benchmark Maybank Group's risk
management practices to international best
practices, commensurate with Maybank
Group’s scale and complexity of business.

¢ Lead in risk management benchmarks set by
Bank Negara Malaysia and other relevant
authorities.

e Provide for an efficient asset-liability
management.

e Provide for a risk-based capital structure so
as to efficiently allocate capital according to
degree of risk.

Maybank Group had embarked on the Risk
Awareness Communication Program (RACP) in
2003. The objective of this program is to raise
the level of risk awareness of all staff members
across the Group, especially at the operating
level so that all staff members are aware of the
crucial role that they can play in the identification
and management of risks,
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Operations Review

The RACP is an on-going program and is tied in with various initiatives under the Integrated Risk
Management Project currently undertaken by the Bank.

The RACP is aimed at enhancing the risk-aware culture within the Maybank Group, a culture that is
flexible and proactive in meeting the changing demands and expectations of our customers.

| RISK DEFINITIONS |

i
@EE@W RIS legdt risk ar;ses a§ a rgsuilt of customers oT counterparties ngt be.mg able to or
| willing to fulfill their obligations to repay their loans or settle financial contracts,
1
[
;L Market risk encompasses price and interest rate risks, all of which are inherent
WIARRET in the ordinary course of the Group’s business. Price risk is the risk to earnings
RISIY as a result of adverse changes in interest rates, foreign exchange rates,
equity/commodity prices and their respective correlations and volatilities.
Funding liquidity risk is the risk that the Bank is unable to raise funds to meet
L) its payment obligations on settlement date or in the event of a margin call.
MQK‘% Market liquidity risk arises from adverse market conditions that do not allow
S8 a market participant to withdraw or hedge their positions easily. The adverse
movement in market conditions could be caused by the change in market
sentiment or due to a specific event or a series of events,
‘ Operational risk is the risk of loss resulting from inadequate or failed internal
T RIs% processes, people and systems or from external events. This definition includes
JEAN
legal risk, but do not include strategic and reputational risks.
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| CREDIT RISK MANAGEMENT

Management Of Credit Risk

[ ldentification l U

O

Risk identification performed prior to launching of new
products/financing packages

Products/financing packages proposal paper prepared by business
units and reviewed/signed-off by respective risk control units

Policies/timits tabled to the Management and Board for endorsement
and approval respectively

Measurement ]

Maybank Group Credit Risk Rating System (comprising a set of
internally developed statistically-bas.ed rating tools, which includes
the Expected Loss framework) used to grade Maybank Group’s
commercial and corporate borrowers

Integrated Retail Scoring Solution to be used for grading of retail
borrowers

Risk-based authority limit framework leveraging on Maybank Group
Credit Risk Rating System and Expected Loss Framework to be
adopted

Monitoring & Control | [

g

L]

tJ

Credit risk concentration limits and related lending guidelines in
place, covering:

¢ Country limit

Sectoral limit

Maybank Group Single Customer Limit
Bank and counterparty limits

Product limit

Regular review of risk exposures by RMC
Independent Pre and Post-Approval Evaluation of credit proposals

Post-mortem review of delinguent loans to identify weaknesses in
credit processing/approval/monitoring processes

Periodic audits by internal and external auditors

In-house training for credit personnel leading to attainment of
Certified Credit Professional gualification
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Review

Credit Risk Management (CRM) is responsible
for formulation and implementation of the credit
risk management framework for the Group,
which  encompasses the management/
enhancement of asset quality, formulation/review
of credit policies and the oversight of credit
portfolio risk. CRM also sets and reviews various
categories of credit risk concentration limits such
as single customer group, economic segment,
product type, bank and country limits.

In line with Maybank Group’s strategy to integrate
the management and control of credit risks on a
group-wide basis, the Maybank Group Core Credit
Policies have been established and endorsed by
the RMC to ensure consistency of key credit risk
management practices across the Group.

Risk Identification — In line with Bank Negara
Malaysia's Best Practices for the Management of
Credit Risk, the Group has set up a product
approval program to ensure that all risks inherent
in new product/financing packages and related
business activities are identified with risk
mitigation measures put in place prior to the
introduction of the product/financing package.

All new products to be introduced are required to
be signed-off by various risk control units
including Risk Management, Legal, Accounting
and Internal Audit before submission to the
RMC/Board for approval.

Risk Measurement — CRM has developed a statistically-based internal credit risk rating system based
on the Expected Loss framework which comprises 3 components as follows:

Probability
Of Default (PD)

Loss Given
Default (LGD)

Exposure At
Default (EAD)

The PD is calibrated based on the Group’s internal
historical data over a full economic cycle from the
mid-1980s.

The internal risk rating system provides a
consistent and objective approach in the
differentiation of enterprise borrowers’ risk profile
and serves as a value-added tool in the credit
decision-making process and the development of
risk-based credit policies and processes.
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Risk Monitoring And Control - CRM acts
independently in the monitoring of compliance by
business units to internal credit policies and
lending gquidelines/various credit concentration
limits and regulatory requirements, where relevant.

CRM adopts a policy-driven approach in
managing the development of the Group's loan
portfolio and thus engages a strategy to
proactively diversify the Group’s portfolic risk
through close monitoring and management of the




credit concentration risks in business segments,
customer groups, economic sectors, loan
maturities, loan sizes, geographical locations,
security types, product types and off-balance
sheet transactions.

The Group’s credit concentration limits are
designed to identify and analyze risks at an early
stage and to enable the setting of appropriate
credit limits for monitoring and control purposes.
Where appropriate, such limits are periodically
reviewed/revised and submitted to the
Management/Board for endorsement and
approval, respectively.

Monthly reports on asset quality covering the
overall credit risk exposure of the Bank/Group
(including off-balance sheet items) are submitted
to the RMC/Board. These reports also include
analysis of the overall composition and quality of
the various credit portfolios and highlights any
sensitivities or risk concentrations.

The Bank’s credit approval process is in line with
Bank Negara Malaysia's requirements, which
emphasize on independent credit risk
management. Within the Bank, pre-approval
evaluation and post-approval review of
performing loans are conducted by personnel
independent of business units. Post-mortem
review of non-performing loans is conducted
and where necessary, credit policies are
enhanced accordingly.

In line with Bank Negara Malaysia's requirements,

Maybank Group had launched the Certified

Credit Professional (CCP) Sponsorship program
since 2001 to prepare its credit personnel for
CCP certification.

Moving Forward

To further enhance the credit risk management
process, CRM is currently pursuing the following
initiatives:

e A group-wide automated credit risk rating
system equipped with robust financial
spreading software that enables target
marketing, financial benchmarking, cash-flow
modeling, financial projections, portfolio
monitoring and portfolio stress testing

e Statistically-validated retail scorecards based
on the historical experience of the Group to
be developed for the hausing loans, auto
toans and credit card businesses

e Collateral Management System for
consolidation of all collateral information to
provide a holistic portfolio view on collaterals
and to facilitate timely monitoring and
reporting of collateral positions

* Portfolioc Management System to support the
automation of group-wide portfolio
aggregation in line with Basel Il definitions,
enhanced limit monitoring and to be used as
the platform for estimation of EAD and the
IRB Advanced approach
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LMARKET RISK MANAGEMENT |

Management Of Market Risk

l Identification J [ Risk identification perfarmed prior to launching of new products

[J Product proposal paper prepared by business units and reviewed/
signed-off by respective risk control units

O

Policies/limits tabled to the Management and Board for endorsement
and approval respectively

[ Measurement % Rate Sensitive Gap Analysis

Earnings-at-Risk (EaR) Analysis

Duration Analysis and PV0O1 Measures

Value-at-Risk (VaR) Analysis

NIt Simulation under various interest rate and balance sheet scenarios
Independent revaluation of risk exposures

Stress testing to assess the impact of extreme but plausible events

Back testing to validate the risk models used

Monitoring & Control ‘ Regular review of risk exposures by Senior Management & ALCO
! ) 9

Application of various risk limits
Daily/periodic compliance checking and management reporting
Escalation of policy/limit exceptions

Periodic review of risk policiesdlimits

gooooog ooooogoggan

Periodic audits by internal and external auditors

Market Risk Management (MRM) is responsible for the formulation and implementation of the
market risk management framework for the Group. This task includes development and implementation
of consistent risk management methodologies and pricing models to identify, measure, monitor and
control market risk, in conjunction with other risk management units such as CRM and ORM.

The Asset & Liability Management Committee (ALCO), an executive committee chaired by the
President/CEQ, is responsible for the development and implementation of broad strategies and policies
for managing the Bank’s Balance Sheet and associated market/liquidity risks. MRM provides
information/advice/reports to ALCO and serves as the secretariat to the Committee.




Risk Identification ~ It is the Group's policy
that new products and variations of existing
products must be vetted through the New
Product Approval Programme and signed-off
prior to product launching. In this regard, the
Bank is also guided by the respective
guidelines issued by Bank Negara Malaysia,
such as the Guidelines on New Product
Approval Requirements and Minimum
Standards on Risk Management Practices for
Derivatives.

All new products to be introduced are required to
be signed-off by various risk control units including
Risk Management, Legal, Accounting and Internal
Audit before submission to the ALCO for
endorsement and to the RMC/Board for approval.

Risk WMeasurement — The primary purpose of risk
measurement is to inform Senior Management and
the risk taking units on the nature and quantum
of risk exposures, to enable informed decisions on
risk-taking activities to be made. Maybank Group
has adopted various tools/techniques to measure
the risk exposures in various treasury and core
banking products/instruments. These tools/
techniques include:

Rate Sensitive Gap Analysis — The rate
sensitivity gap is used to measure the repricing
mismatch between assets and liabilities. The
Bank’s assets, liabilities and off balance-sheet
instruments are stratified into maturity segments
based on the instruments’ next repricing or
maturity dates. Based on interest rate outlook,
these gaps are adjusted by changing the repricing
profiles through the use of financial derivatives,
funding strategies and assets repositioning.

Earnings-at-Risk {EaR) Analysis - EaR
methodology is used to estimate the potential
foss of earnings resulting from market
movements over a specified period of time
within a specified probability of occurrence,
under normal business situations. Maybank
Group monitors the interest rate risk of its
banking book by performing EaR analysis for
both the short and long-term outlook. The short-
term analysis primarily focuses on the impact of
extreme, but plausible events, on the Bank’s
budgeted net interest income. The long-term
analysis primarily addresses the fixed rate
portfolio, including the Islamic portfolio.

Duration Analysis and PV01 Measures — The Bank also uses the concepts of duration and
modified duration as the foundation to measure the sensitivity of specifigmultiple products that will

have differing interest rates and residual maturities.

Value-at Risk (VaR) Analysis — VaR methodology is used to estimate the potential loss of value
resulting from market movements over a specified period of time within a specified probability of
occurrence, under normal business situations. At Maybank Group, VaR is applied and aggregated over
multiple products for each risk taking unit. Maybank has adopted the following VaR parameters:

VaR Methodology
99%

10 days

1 year

- Holding Period

Selected Parameters
Historical simulation
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Simulation - Maybank employs analytical tool to
simulate statistically reliable distribution of results
to measure net interest income sensitivity based
on differing assumptions ranging from interest
rate movements to targeted monthly new
business wvolume. In addition, various
measurements of performance are also forecasted
using the projected balance sheet profile, gap
reports and profit & loss statements.

To supplement the market risk management
process, stress testing is performed at periodic
intervals to assess the impact of extreme, but
plausible events, on the Bank.

The Bank is also at the early stages of conducting
back testing to assess the reliability and validity of
the risk models used.

Marking-to-Market - For revaluation purposes,
risk exposures are marked-to-market on a
consistent basis at specified intervals, in
accordance with the respective product policies.
For added transparency, this task is performed by
risk management personnel independent of the
respective risk taking units.

Risk Monitoring And Control - Risk
management personnel act independently in
monitoring compliance to the regulatory
requirements and approved internal policies/
limits governing the respective products/
activities. This task includes, but is not limited to,
undertaking compliance reviews and preparation
of daily/scheduled compliance reports for limit
monitoring and management reporting purposes.
Scheduled reports on Balance Sheet profile,
gap/duration analyses, market simulation analyses,
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key financial performance ratios and treasury
reports are also submitted to ALCO, to provide
the basis for informed decision-making.

Policy/limit exceptions, if any, are escalated to the
ALCO/Credit Committee and the RMC/Board, in
accordance with established policies. Where
appropriate, risk policies/limits are periodically
reviewed/revised and submitted to the
Management/Board for endorsement and approval
respectively.

All the above processes are subject to periodic
audits carried out by internal and external
auditors.

Moving Forward

To further enhance the market risk management
process, MRM is currently pursuing the following
initiatives:

o Upgrading of the existing scenario simulation
software to leverage on the Bank's Enterprise
Data Warehouse to enhance the ALM
framework of Maybank Group to bring it in
line with industry best practices and Basel Il
requirements

e Extension of VaR-based limits across all
treasury products

e Construction of sophisticated, scenario-type
stress tests

* Enhancement of capability to analyze the
results of back-tests performed

e Automation of the computational template to
incorporate the anticipated regulatory capital
charge for market risk




| LIQUIDITY RISK MANAGEMENT

i
it
|

Management Of Liquidity Risk

2 identification ] Risk identification performed prior to launching of new products
Product proposal paper prepared by business units and reviewed/
signed-off by respective risk control units

{J policies/limits tabled to the Management and Board for
endorsement and approval respectively

{Me;;}’e’v;w:ht ) £ Liquidity Framework enforced by Regulatory Agencies

] Internal Liquidity Analysis with comprehensive limit structure

[ Concentration of Funding Sources in particular products and tenors

[J Stock of Liguid Assets — Quantity and Quality

[ Stress testing to assess the impact of extreme but plausible events
‘ Monitoring & Control | {J Regular review of risk exposures by Senior Management/ALCO

[ Regulatory Compliance

L} Internal policies and benchmarks

< Liguidity Crisis Management

O Early Warning Signals and Triggers

L] Mitigating Measures

T Contingency Funding Plan

[} Liquidity Policy Statement based on Global Liquidity Management

Framework
[ Periodic audits by Internal and External auditors

Market Risk Management is also responsible for the formulation and implementation of the Group’s
market risk management framework that encompasses the management of liquidity risk. Consistent
methodologies are implemented across the Group in the identification, measurement, monitoring and
control of liquidity risk that complement other risk management units, such as CRM and ORM.

The ALCO is responsible for the development and implementation of broad strategies and policies
for managing the Bank’s Balance Sheet and associated market/liquidity risks. MRM provides
information/advice/reports to ALCO and serves as the secretariat to the Committee. The monthly
ALCO report contains information on the balance sheet profile, gap analysis, duration analysis,
simulated projections, compliance of risk limits and performance ratios among others. These monthly
reports provide the foundation that enables Senior Management to evaluate the risk-reward
paradigm-as a tool for ALCO to make strategic decisions.
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Risk lidentification - It is the Group's policy
that new products and variations of existing
products must be vetted through the New
Product Approval Programme and signed-off
prior to product launching. in this regard, the
Bank is also guided by the respective guidelines
issued by Bank MNegara Malaysia, such as the
Guidelines on New Product Approval
Requirements and Minimum Standards on Risk
RManagement Practices for Derivatives.

All new products to be introduced are required to
be signed-off by various risk control units including
Risk Management, Legal, Accounting and Internal
Audit before submission to the ALCO for
endorsement and to the RMC/Board for approval.

Risk Measurement — The primary purpose of risk
measurement is to inform Senior Management and
the risk taking units on the nature and quantum of
risk exposures, to enable informed decisions on risk
taking activities to be made. Maybank has adopted
various tools/techniques to measure the risk
exposures for various treasury and core banking
products/instruments. These tools/techniques include:

* Regulatory Liquidity Analysis — The primary
measure of liquidity exposure for the Bank is
based on the New Liquidity Framework (NLF)
enforced by Bank Negara Malaysia. The NLF
allows the Group to evaluate the timing of
cash inflows and outflows for assets, liabilities
and off-balance sheet commitments based on
contractual and behavioral maturity profiles in
different currencies. The Group uses behavioural
assumptions that are derived over a specified
period of time within a specified probability of
occurrence, under normal business situations,
to observe the cash flow patterns of assets,
liabilities and off balance sheet items that
have ambiguous or revolving maturity profile.
The above methodology has been approved
by ALCO and Bank Negara Malaysia.

During the financial year, Maybank Group had
complied with the liquidity regulations under
the NLF.

Internal Liquidity Analysis - Liquidity
indicators and ratios are also established as
internal standards to measure the liguidity
performance of the Bank/Group. Comprehensive
limit structures and benchmarks are in place to
ensure that liquidity risk is maintained at
acceptable levels. These policies/limits are tabled
to the ALCO, for endorsement, prior to
submission to the RMC/Board for approval.

Concentration of Funding Sources -
Maybank Group continuously explores
different avenues to diversify funding sources
both locally and globally through a variety of
instruments, including certificates of deposits,
issuance of debt securities and asset
securitisations. To avoid over concentration on
certain funding sources, a specific level of
concentration ratio has been established and
is being monitored on an ongoing basis.

Stock of Liquid Assets — Maybank Group
closely monitors the level of liguid asset holdings
in the form of cash and marketable securities
that are issued and/or guaranteed by both the
Government of Malaysia and selected AAA
rated private entities. Adequate liquid assets are
maintained to ensure that these assets can be
used to raise liquidity in times of need.

Risk Monitoring and Control — Risk
management personnel act independently in
monitoring compliance to the regulatory
requirements and approved internal policies/
limits governing the respective products/
activities. This task includes, but is not limited
to, undertaking compliance reviews and
preparation of daily/scheduled compliance
reports for limit monitoring and management
reporting purposes.



Policy/limit exceptions, if any, are escalated to
the ALCO and the RMC/Board, in accordance
with established policies. Where appropriate, risk
policies/limits are periodically reviewed/revised
and submitted to the Management/Board for
endorsement and approval respectively.

Liquidity Crisis Management Framework is in
place to facilitate monitoring of the Bank’s
liquidity health and to also provide a systematic
approach in handling a liquidity crisis. The
framework includes early warning signals and
triggers, mitigating measures and a contingency
funding plan.

For overseas operations, a Global Liquidity
Management Framework has been established
as a common platform to address various
aspects of liguidity requirements and as a
standard for the management of liquidity risk in
foreign currencies. Each overseas entity has in
place a Liquidity Policy Statement that clearly
defines the relevant operational processes in the
day-to-day management of liquidity including
reporting structure, liquidity risk triggers,
benchmark ratios and contingency funding plan.

All the above processes are subject to periodic
audits carried out by internal and external auditors.

OPERATIONAL RISK MANAGEMENT |

Management Of Operational Risk

Key Initiatives For The Year

To enhance the asset liability management
capabilities process, MRM had completed the
following key initiatives during the year:

¢ Implementation of an asset liability
management application tool that leverages
on the Enterprise Data Warehouse to
enhance the management of interest rate
and liquidity risk exposures

¢ Establishment of a Loan Pricing Framework
to assist Business Units in pricing their
products to achieve the desired risk/reward
objectives

Moving Forward

To further enhance the asset liability
management process, MRM is currently pursuing
the following initiatives:

¢ Enhancement of Interest Rate Risk
Management Framework — Banking Book

¢ Enhancement of Interest Rate Risk
Management Framework — Foreign Currencies

¢ Enhancement of the asset liability
management framework to be in line with
industry best practices and Basel 1!
requirements

Identification D Risk identification performed prior to launching of new products

[ Product proposal paper prepared by business units and reviewed/
signed-off by respective risk control units

3 Policies/limits tabled to the Management and Board for endorsement
and approval respectively

[J Operational risks inherent in major products, critical activities and
systems identified via tools such as Risk Profiling, Controfl Self
Assessment (CSA) and Key Risk Indicators (KRI)
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rMeasurement j O csa alsoy usercvj“tro r‘ﬁéas;drék the level of operational risk
O Incident Data Collection and Measurement
{3 KRI performance tracking
] Monitoring & Controt i [J KR! also used to o”btain tlmely‘mfor.matuon on the leading operational
risks and drivers
] Incident Data Collection and Measurement also used to monitor and
control operational risk precfites and material losses
[ Risk awareness program and training conducted
(J Fraud Prevention Task Force and Fraud Reporting Hotline in place
{1 Periodic audits by Internal and External auditors
[J Ongoing monitoring, management & reporting of risk profiles
] Enhanced Business Continuity Plan processes under development
[J Risk transfer mechanisms such as insurance and outsourcing used

Operational Risk Management {ORM) is responsible for the setting up and implementation of a
uniform and comprehensive operational risk management framework within the Maybank Group. This
framework seeks to create a clear understanding and awareness of operational risk throughout the
Group, cultivate a self-assessment culture, maintain/analyse database on operational losses and develop,
and monitor performance through, KRls.

Maybank has employed various operational risk management tools and methodologies as part of the
group-wide operational risk management initiatives to identify, assess and monitor operational risks. The
Bank carried out ongoing review of its operational risk policies and risk appetite to ensure that such
policies and risk appetite are current.

On a Group-wide basis, actual losses are mapped into the 8 business lines and 7 loss event type criteria
as provided by the Basel Committee. In addition, risk-profiling exercises are conducted as part of the
risk identification process. Monthly reporting of the above is carried out and forms part of the Key Risk
Indicators used by Senior Management for monitoring operational risks. This report serves to identify
operational “hotspots” and enable proactive actions to be taken to minimise risk impact.

Performance of KRI for all risk types are monitored and reported. This forms part of the cperational risk
monitoring process. The above is aimed at facilitating the review and assessment of the operational risk
management processes and operational performances of individual business units and, at the same time,
providing a group-wide perspective. KRI performances are included under the group-wide Risk Dashboard
report, which is reviewed by the RMC on a monthly basis.
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Internal Control Questionnaires are implemented
by risk taking units as an interim control self-
assessment tool. In addition, the risk-based audit
approach adopted on a group-wide basis has
enabled the identification of key risk areas
within the Group, which are given due priority
in terms of audit review and ongoing
monitoring.

Structured checklists are used by risk taking units
to identify and assess the operational risks
inherent in their respective operating
environments. The findings from such exercises
are used to develop/enhance internal controls to
manage the operational risks identified.

The Group has undertaken reviews of its
operational risk mitigating tools such as
insurance and outsourcing and developing its
enhanced Business Continuity Plan processes.

Key Initiatives For The Year

ORM had also embarked on several key initiatives
to further develop/enhance its operational risk
management framework and tools/methodologies.
These efforts are geared towards achieving a
greater level of efficiency and effectiveness of the
Group-wide operational risk management
processes.

Operational Risk Broad Principles put in place to
provide a framework and direction for ORM,
business and capability groups towards more
effective operational risk management and
reporting.

Fraud Reporting Hotline established to provide
guidance that will enable staff members to raise
genuine and legitimate concerns pertaining to
suspected malpractices.

Common Risk Language compiled to achieve a
consistent understanding of the risk
terminologies commonly used within the Group.

An enhanced outsourcing framework put in
place to ensure efficiency and cost

effectiveness of the outsourcing processes

Monitoring of suspicious transactions using

‘automated Fraud Detection & AMLA System to

effectively and efficiently reduce the operational
risks inherent in the Bank’'s businesses

The following investments to further enhance
the existing fraud prevention and detection
infrastructure put in place for Cards Business:

¢ Europay MasterCard Visa (EMV) migration of
cards and terminal upgrades

e Neural Network Fraud Detection tools

¢ New Application Processing System

Moving Forward

To further enhance the overall operational risk

management framework, ORM is currently
pursuing the following initiatives:

e Enhancement and automation of KRI
performance tracking

* Enhancement and automation of incident
data collection and measurement

¢ Enhancement and automation of risk and
control self-assessment process

* Enhancement of Group-wide BCP processes

I
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Tne thrust of the Maybank Group Human Resource {HR) stra‘ieg’ initigtives continues 10 be
zimed gt strengthening the Group's organisational capabilities 1o exzcuie s business strategies.

. ALIGNING BROAD BAND JOB GRADE STRUCTURE W|TH CUSTOMER CENTR&C BUSINESS MODEL

In order to further consolidate the achievement of Maybank Group’s customer-centric business model,
a new broad-band job grade structure for executives has been implemented. The new “broader-type”

structure provides the best fit between the Group organisational structure and business objectives. The
new job grade structure has been designed to differentiate the key roles and responsibilities required
at different levels in the organisation, i.e. Key Business Drivers & Key Capability Builders, Business/
Capability Strategy & Tactical Support, Sectoral Business/Capability Builders and Functional Specialists &
Operational Support. The new broad-band job grade structure provides greater flexibility for career
progression, empowers executives to take on greater challenges and responsibility for decision-making
and generates mobility of talents across sectors within the Group, thus enabling executives to develop
and grow in their jobs as well as to fully maximise their potential.

t PLACING EMPLOYEE ENGAGEMENT AMONGST THE HIGHEST BUSINESS AGENDA

The company believes in the philosophy that a highly engaged employee will deliver high quality
customer services. In this regard, the Maybank Group launched an employee engagement survey, as
a baseline measure on key levers such as leadership and managerial effectiveness, culture and sense of
purpose, orientation to work and performance, customer centricity, performance based rewards, career
planning and development, effective and timely communication as well as work environment. An
employee engagement index as part of the key performance indicators adopted at the Group and at
the Business and Capability sectors will place employees’ commitment amongst the highest business
agenda at every level in the organisation.
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GETTING RESULTS
- A NEW APPROACH TO MANAGING EMPLOYEES’ PERFORMANCE

A new performance management system focused on the ‘What', i.e.
achievement of business results, and the 'How’', i.e. demanstration of
Maybank Group Leadership Competencies, was implemented Group-wide.
The new Balanced Scorecard approach has effectively provided a clear line-
of-sight between corporate goals and employees’ Key Performance
Indicators. A performance planning process at the beginning of each
financial year provides a clear understanding of performance expectations
via a target setting challenge process at the top management fevel and
further cascaded down to employees within each business/capability sector.
The performance planning process ensures performance targets are in
alignment with the strategic intent as well as keeps vertical and horizontal
alignments in focus. In order to ensure sustenance of high performance, a
multi-rater or a 360° feedback mechanism as a means to measure the
Group's Leadership Competencies, or the 'How' as an integral part of the
new performance management system, will be put in place.

LINKING REWARD TO PERFORMANCE %

The overall compensation and reward philosophy and strategy of the Group have been continuously reviewed
and redesigned to ensure a sustainable competitive edge in attracting, retaining and motivating our people. To drive
business performance, various incentive plans and programs have been designed and tailored to the different
business segments of the Group. Programmes implemented in the year included incentive plans for sales executives,
call center executives, treasury dealers, securities dealers, investment banking frontline executives as well as a new
variable bonus plan for the Group.

LAYING THE FOUNDATION FOR THE CULTIVATION AND NURTURING OF FUTURE LEADERS J

In the area of leadership development, driven by the need to inventorise talents within the Maybank Group,
“Programme Bridge” was initiated to determine the demand {(guantity of mission critical positions) and supply (the
quality of available talents) of leaders as a basis to select and develop future leaders of the Group to ensure
continuous succession of key talents.

These initiatives have laid the foundation for the strategic leadership development of the Group. In order to sustain
long-term achievement, the leadership assessment and development processes have been institutionalised as an
integral component of the succession planning system to ensure that the demand for mission critical positions will
be adequately supplied with high calibre resources having leadership qualities.
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The transformation of HR's capability from
administrative to strategic intensified with the
introduction of "HR2u", an employee self
service system. Supported by web technology,
the self-service concept provides delivery of
on-fine, real-time HR Services.

| IMPROVING SPEED TO COMPETENCY AND MASS SKILL UPGRADING |

The Group continues to look at ways of growing the value of its intellectual capital, developing the
critical skills that the business needs, managing its valuable organisational knowledge more
effectively and using technology to more efficiently and effectively deliver learning and
development programmes. E-learning programmes is to be increased through the deployment of
the Learning Management System to achieve a higher speed to competency as well as to measure
the effectiveness and relevancy of learning.
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‘, TRANSFORMING HR'S CAPABILITY FROM ADMINISTRATIVE TC STRATEGIC

The transformation of HR's capability from administrative to strategic intensified with the
introduction of “HR2u”, an employee self service system. "HR2u" offers various online HR
services, e.g. online claims, leave application, etc. that will ultimately raise the bar on HR operational
excellence. Supported by web technology, the self-service concept provides delivery of on-line, real-
time HR services. Internal Service Level Agreements are installed and measured to ensure the quality
of the delivery of specific HR services, e.g. talent management.
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RM5 million was commitied to

various programmes that

S

transcend ethnic, ral gEGL’S,

gender or class boundaries as

well as benefit 2 iarger community

The Maybank Group continues to be cognizant of its commitment towards the
community and supports various social projects with emphasis on education, the arts,
charity, medical causes and sports. The Group engaged in various innovative
programmes that promoted the improvement in the quality of life of the individual
and community as well as encouraged respect, harmony, understanding and unity of
the various communities. During the year in review, about RM5 million was
committed to various programmes that transcend ethnic, religious, gender or class

boundaries as well as benefit a larger community in the following principal areas:




Operations Review

A yearly commitment of
about RM1.2 million is
made in the form of

scholarships as well as
cash incentives to
recognize those whao
excel academically.

Education

Education remains close to the heart of the Maybank Group's community programmes. A yearly
commitment of about RM1.2 million is made in the form of scholarships as well as cash incentives
to recognize those who excel academically. During the year, 55 undergraduates were awarded the
Maybank Scholarship Awards to enable them to pursue their education at local public universities.
Yippie Club account holders and children of staff who excelled in their public school examinations
were rewarded with cash incentives for their academic achievements. Other projects included the
sponsorship of “Along”, a children’s educational television series programme aired over RTM, the
annual Kem Remaja by Mayban Finance Berhad as well as contributions to the Qutward Bound
School and various schools to upgrade their facilities.
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Arts & Culture

The Maybank Group, through its art gallery, Balai Seni, organised several significant exhibitions to
provide opportunities to new and upcoming artists to gain exposure and recognition of their talents.
Exhibitions at Balai Seni have also contributed towards the country's tourism efforts. The major
exhibition was the participation of 107 Malaysian artists in an art exhibition entitled “Images & Voices
of Independence” which was launched by Tun Dr Mahathir Mohamed, then Prime Minister of
Malaysia, to commemorate last year's 46th Merdeka Celebrations. Four other exhibitions featuring
works by Malaysian artists both with local and international exposure were also organised. These
exhibitions drew an interesting mix of artists from various backgrounds and States and showcased
the diversity of styles and art genre of the Malaysian art community. Maybank’s sponsorship also
promoted the social responsibility role of artists who have contributed part of their proceeds to
charities, among them, to The Cancerlink Foundation and the Warrior's Day Appeal Fund. An art
exhibition entitled “Feline Beauty & Grace” featuring works by two renowned Beijing artists
reinforced Maybank’s role as a cultural ambassador in countries where it has a presence. This art
exhibition was held in conjunction with the 30th anniversary of diplomatic relations between Malaysia
and the People’s Republic of China.
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Contributions to
Charity Organisations

il

The Investment Banking Group
contributed RM100,000 to Yayasan Budi
Penyayang for its charity and welfare
programmes for the less fortunate.




The Investment Banking Group, led by Aseambankers, contributed RM100,000 to Yayasan Budi
Penyayang for its charity and welfare programmes for the less fortunate. This contribution extends
the Group’s practice of supporting non-profit organisations that assist the less fortunate to enjoy
better social facilities or medical treatment. Such support also complements Maybank’s own annual
activities of providing donations in cash and kind to the underprivileged during the festive periods.
This year, the Group also extended humanitarian assistance to victims affected by the recent
earthquake in Bam, Iran via a fund raising campaign initiated by the Maybank Group. With an initial
pledge of RM25,000 from the Group, this fund grew to reach over RM64,000 through the generous
support of Malaysians who contributed through our branches as well as the internet banking portal
of Maybank2u.com.

Medical and
Health Programmes

Support for medical and health programmes receive close attention of the Maybank Group as it
benefits a larger community particularly those who are unable to afford medical treatment. The
Maybank Group Weifare Fund (MGWF) continued its annual programme, this time through the
contribution of medical equipment to Hospital Pulau Pinang for its Cardiothoracic and Hematology
Departments. To date, MGWF has contributed over RM1.6 miliion, especially towards medical and
health causes. Contributions were also channeled to organisations that provide health care to the
public, namely Tung Shin Hospital, The Thalassaemia Fund of Malaysia, the Tuanku Syed Putra
Dialysis Centre and Blood Bank Foundation of Kedah.
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onservation and
Environmental Protection

N

policies and principles on environmental protection
through the Mayban Ethical Trust Fund (METF) which is
the first sacially responsible fund that invests in ]

The Group is supporting the practice of strong ethical

corporations that advocate such practices. ]




The importance that the Maybank Group places
on conservation and environmental protection is
reflected through the continued sponsorship of
tigers and fish owls at Zoo Negara Malaysia, Zoo
Melaka and Zoo Taiping as well as support to a
number of cleanliness campaigns organised by
local authorities. In addition, the Group is
supporting the practice of strong ethical policies
and principles on environmental protection
through the Mayban Ethical Trust Fund (METF)
which is the first socially responsible fund that
invests in corporations that advocate such
practices. In the area of business, the bank's
credit risk policy is structured to ensure that
lending to relevant sectors require adherence to
environmental regulations such as environmental
impact analysis studies.
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The Maybank Group continued to support
staff who represent state and national fevel
sporting events by providing them opportunities
for sporting as well as career excellence.

SPOTtS

The Maybank Group continued to support staff who represent state and national level sporting
events such as hockey and badminton by providing them opportunities for sporting as well as career
excellence. The Group also supported various national sporting events with sponsorships of over
RM1.6 million. In February 2004, Maybank sponsored the prestigious cycling tournament, Tour de
Langkawi at a cost of RM1 million. Maybank2u.com also inked a one-year partnership of
RM600,000 with the Badminton Asscciation of Malaysia and was the presenter of the Thomas/Uber
Cup 2004 Continental Stage Asia tournament held in Kuala Lumpur. Other sponsorships for sports
events such as the Malaysian Paralympics, lawn bowiling, cricket and hockey provide opportunities
for aspiring young sportspersons to participate in coaching clinics and tournaments to upgrade their
skills in their respective games to bring honour to the nation.
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During the year in review, Maybank had also supported a major national programme that promotes
national unity and harmony via an advertising campaign targeted at reminding Malaysians of its
importance. As the largest financial group, Maybank will continue to recognise its role and
corporate responsibilities as well as provide support where the Group has a presence. We will
continue to focus our priority to provide assistance to the less fortunate and ensure that resources
expended will benefit society at large.
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KLSE Corporate Sectoral Award in
the Finance sector of the Main Board

The Banker Award for
“Bank of the Year” in Malaysia

Meleysien Business Corperete
Governance Mert Awerd
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Euromoney Award for Excellence: to
Aseambankers Malaysia Berhad for
being “Best at Islamic Bonds”

A@}@v@ﬂ for Benk in
Cesh Menagement in Malaysle

Euromoney Annual Islamic Finance
Award ~ Best Provider of Islamic
Financial Services in Asia

Euremeney Aﬁ%@@@ﬂ lslamie Finence

MasterCard's Asia Pacific Market
Leadership Awards: GOLD Best
MasterCard Electronic Card (Maybank
Money Gift Card, Singapore)
PLATINUM Best Commercial Card
(Maybank Business Card, Singapore)

Aard to Aseambankers Maleysie

2003

flor Best Islamic Wholesalle
Finandla) Semvices |

Silver Award under the Singapore

The Banker Award for
“Bank of the Year” in Malaysia

Kuele Lurpur Stock (ISE)
Corgerete Excellence Aweard

H.EALTH. Awards 2003 organised
by the Health Promotion Board, in
recognition to organisations with

Euremoney Awerd for Excallenee =
lslamie Retall Bank

excellent workplace health promotion
programmes
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The Edge-Lipper Award for Mayban
Balanced Trust Fund (No. 1 position
in Mixed Asset Balanced Funds)

2002 |

Global Finance Award for Best
Consumer Internet Bank in Malaysia

Glolbal Fnenee Award for
Consumer Online Securities Tracing
in

Global Finance Award for Best
Foreign Exchange Bank in Malaysia

Kuale Lumpur Stodk (ISE)
Corporete Excallenee Awerd




Arts Supporter Award from the
National Arts Council of
Singapore

Best of e-Commerce Int rf@ﬁm
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Best Internet Application
Website@My 2001

Bank ' izleysie

Euromoney Award for
Excellence - Best Bank in
Malaysia

The Asset Aslen Awards - ‘D@S‘r ';

Malaysien Bank

! The Benker

investor Relations Magazine Asia
2001 Awards — Best Investor
Relations By A Malaysian
Company

“Risk wa%@@@f of the Yass”
from the Maleysian Assedstion
ef n’»@&ﬂz ang Ingurance
Menegement for the Mayben

| Assurance Berhad = UMBC
Insurans Integretion Team

Euromoney Awards for Excellence
to Aseambankers Malaysia
Berhad for the “Best Domestic
Bond House in Malaysia” and
“Best Domestic Equity House in
Malaysia”

Arts Supporter Award from the
National Arts Council of
Singapore

S
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Euromoney Award for
Excellence - Best Domestic Bank
in Malaysia

q
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Global Finance Award for Best
Domestic Bank in Malaysia
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Banifofithe}Yearf2003]
Malaysial

Aywerd for Melaysie’s
Commereie] Bank of the Year

Aglen Institute of Menagement
Awend for “General Menagement”

Finance Asi? Award for Best
Domestic Commercial Bank

%xwgmﬂ for belng
Companies in Meleysle

s e s

1996

Euromoney Award for Excellence —

Best Domestic Bank in Malaysia for
increasing profitability and a healthy
return on equity

1997

Asian Banking Digest Award —
Winner for joutstanding progress in

Avverd for being voted
of the
Companies in

1993 !

Euromoney Award for Excellence -
Best Bank in Malaysia for its
impressive profitability and innovation

regional expansion

Aslamoney Award for the Best

1995

Menaged Compeny in Meleysle

Asiamoney Award for the Best Bank

Euromoney Award for Excellence —
Best Domestic Bank in Malaysia for

in Currencies in Malaysia
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its impressive return on equity

1992 |
Aglen Institute of Menagement

Awvard tor “Infermetion Tedhnelogy
Mensgement”

1991 |

“IT Organisation of the Year”:from
Association of the Computer Industry
Malaysia (PIKOM) ‘




Awards and
Recognitions
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Maybank was conferred the prestigious Friend of the Arts Award by the National Arts Council of
Singapore in recognition of the Bank’s valuable contributions towards the promotion and
organisation of arts activities in the Republic.

N T 5 m A
ey mame PO
WO LET 4UUS

Maybank was once again awarded the Silver Award
under the Singapore H.E.A.LTH. Awards 2003
organised by the Health Promotion Board. The
Award gives recognition to organisations with
excellent workplace health promotion programmes.

Maybank was named the Best Provider of Islamic
Financial Services in Asia while its merchant banking
unit, Asearnbankers Malaysia Berhad received the
award for Best Islamic Wholesale Financial Services
Provider from Euromoney Magazine in its annual
Islamic Finance Awards 2004.
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Maybank received the KLSE Corporate Sectoral Award 2003 in the Finance sector of the Main Board.

1 )

Maybank Singapore received two awards in
MasterCard's Asia Pacific Market Leadership Awards:
GOLD-Best MasterCard Electronic Card (Maybank
Money Gift Card, Singapore) and PLATINUM-Best

n e g,
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Maybank received the “Malaysian Business Corporate Governance Merit Award”.

Commercial Card (Maybank Business Card, Singapore).
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Tetamy Terhormat

Tharman Shanmugaratnam
eneri Neqara Kanan
Pendictikan, Perdagangan & Perusshaan

August 2003

July 2003

Maybank sponsored the first Malay Financial Planning
conference in Singapore. Mr Tharman Shanmugaratnam,
Senior Minister of State, Ministry of Education and Trade and
Industry was the Guest of Honour at the conference.

Aseambankers signed an agreement to become the Principal
Adviser & Lead Arranger for the RM1.3 billion Nominaf Value
Medium Term Notes Issuance Programme with YTL Power
Generation Sdn Bhd.

Aseambankers lead arranged the RM870.0 million Al-Bai’
Bithaman Ajil Fixed Rate Financing Facility for United Engineers
{Malaysia) Berhad.

Maybank signed an IT outsourcing agreement with CSC Computer Sciences Sdn Bhd and CSC Computer
Services Pte Ltd (CSC Group) to leverage on the expertise and services of a global IT service provider that will
enhance benefits and value to Maybank Group and its customers. The agreement with CSC Group is for a
10-year period that involves outsourcing Maybank Group [T infrastructure services in Malaysia and Singapore.
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The new Mayban Securities Gallery was officially launched

by Dato” Mohammed Azlan Hashim, Executive Chairman of
Bursa Malaysia. The one-stop stock broking centre is located
at MaybanlLife Tower, Dataran Maybank in Bangsar,

Kuala Lumpur which is the Head Office of Mayban Securities.

It contains a public gallery with a large 33 sq metre panel
digital board offering maximum visibility of the stock guotes of
Bursa Malaysia, including the buying and selling prices, volume
transactions and general snapshots of the day’s trading activities.
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Mayban Unit Trust Berhad acquired an innovative
IT-based Integrated Unit Trust System (IUTS) that
would provide real-time straight-through processing
for MUTB's activities as well as seamless integration
with the Maybank Group's systems, giving a faster
turnaround time in processing a customer’s
investment transaction.

Maybank Cards Business Group was awarded T
the (SO 9001:2000 Certification for “Processing of Applications and Issuance of Credit Cards”.

Maybank Group announced a 20.3% rise in net profit to RM1.996 billion for the year ended
30 June 2003 from RM1.659 billion in the corresponding period last year. Group pre-tax profit
was RM2.619 billion, an 11.3% increase from the RM2.352 billion recorded last year.

e
Somitarnoer 2003

The Minister of Finance & National Economy Bahrain,
His Excellency Abdulla Hassan Saif and Minister of

Finance Il Malaysia, Dato’ Dr Jamaludin Jarjis jointly
officiated the launch of Maybank Offshore Banking
Unit in Manama, Bahrain.
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Maybank hosted a conference on “Financial Stability
in the Challenging Global Environment”, held in
conjunction with the 44th Board of Directors meeting
and 22nd Annual General meeting of the Asian Pacific Bankers Club (APBC) in Kuala Lumpur.

The conference was launched by the Governor of Bank Negara Malaysia, Tan Sri Dato” Sri Dr Zeti
Akhtar Aziz. Maybank is the only Malaysian bank in APBC. The Club was formed in 1980 to promote
cooperation and cultivate friendship among member banks located in the Asian Pacific region.

Maybank held its 43rd Annual General Meeting
of shareholders at Sheraton Imperial Hotel,
Kuala Lumpur.

Mayban Securities acted as Joint Lead Manager for
the Domestic Institutional offering of ASTRO All
Asia Networks Plc (ASTRO). ASTRO is among the
15 largest stocks on Bursa Malaysia, and has been
included in the MSCI and FTSE All-World indices.
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November 2003

Maybank Singapore became the first QFB Bank to make an
entry in the high density, mature housing estate of Ang Mo
Kio. To celebrate the official opening of this branch, Maybank
partnered the Central Singapore Community Development
Council, Yio Chu Kang Zone 4 Resident's Committee to
organise a community Project Central Singapore Pay It Forward
(PIF) 2003. PIF is about an individual doing another a favour
without expecting anything in return.

Maybank Group announced a net profit of RM501.2 million for the quarter ended September 2003, a 31.5%
increase against the RM381.1 million registered in the previous corresponding quarter ended September 2002.

December 2003

Maybank Singapore launched its newly renovated Holland Village Branch on the second anniversary of its
QFB status.

March 2004

Maybank further extended its footprint to the densely populated Singapore heartland with our Marine Parade
Branch.

April 2004

Maybank signed an agreement with Signet Share Registration
Services Sdn Bhd for the provision of e-Dividend services via its
cash management portal, Maybank2e.net. Under the agreement,
Maybank would, among others, take over the the processing
and issuing of dividend payment for selected companies in
which Signet acts as registrar. Signet is one of the largest share
registrars in the country and acts for over 200 public listed
companies.

Signet @maybani
:

i

Signing Ceremony for

Maybank conducted a series of seminars on Integrated Risk Management and the implementation of Basel Il in
Hanoi and Ho Chi Minh City, Vietnam. About 60 officials from the State Bank of Vietnam as well as various
other State-owned and private Vietnamese banks attended the seminars.
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Aseambankers successfully completed the corporate advisory exercise in refation to the acquisition of
BBMB Securities Sdn Bhd and the ECM Libra Group, by ECM Libra Berhad (formerly known as South
Peninsular Industries Berhad) for an aggregate purchase consideration of RM522.29 million.
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In conjunction with the Malaysia-China Friendship Year to commemorate the 30th anniversary of
the establishment of diplomatic ties between China and Malaysia, Maybank organised and
sponsored a seminar on Investment Opportunities in China. The seminar, held at Menara Maybank,
Kuala Lumpur was attended by senior management of over 70 Malaysian corporations.

The Chairman of Maybank, Tan Sri Mohamed Basir bin Ahmad was conferred an Honorary

Doctorate Degree in Commercial Sciences from Oklahoma State University, in recognition of his
outstanding contributions to the banking industry of Malaysia and support of community services.
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Signing Cereguuny
for
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Maybank signed an agreement with I1BM Malaysia
for the implementation of the Group’s Branch Sales
& Service System (BSS) to facilitate and enhance its
customer relationship management. As the systems
integrator, IBM would provide an integrated
platform solution to incorporate the Customer
Relationship Management, Wealth Management and
Point-of-Sales for the Insurance Fulfillment Module
of the BSS System.

Mayban General Assurance was appointed by the Ministry of Human Resource as one of
the authorised insurers to underwrite the Foreign Workers Compensation scheme.
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Products and
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August 2003
Mayban Securities became one of the first brokers in Malaysia to introduce a new product called T+10 margin

financing that allows up to 10 days contra settlement. This product offers the longest settlement period to
clients in the Malaysian market.

Mayban Unit Trust Berhad launched the Mayban 1st Capital Guarantee Trust Fund (M1CGTF). M1CGTF is a
closed-end unit trust fund that guarantees the investment capital as well as offers capital returns to investors
upon maturity. It has an approved fund size of RM150 million or 300 million units at 50 sen each.

September 2003

Mayban Takaful launched a new product called Motor Takaful.

CPIgY W@y bants
PERKESO

Signing Ceremony

October 2003

Maybank introduced a new payment system for corporations
which offers them a convenient way of making their SOCSO
contributions via Maybank's enterprise financial portal,
Maybank2e.net. Maybank’s collaboration with Pertubuhan
Keselamatan Sosial (Social Security Organisation or SOCSO)
is to provide an alternative payment channel to corporations
for their SOCSO contributions as well as to support SOCSO’s
initiatives in promoting the usage of internet technology to

Kumeouian ; increase productivity and efficiency.

EMaybank!

. ] Maybank2u.com expanded its online bill payment service to
B o™ g fl] 47 include payee corporations from Sarawak State Government
) |l agencies and private organisations.

Maybank, in collaboration with Public Services Department
(PSD), introduced the online repayment of study loan via
Maybank2u.com. Students with loans from PSD can now
make their repayments conveniently via the internet using
Maybank2u.com, in addition to the other existing channels.
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Maybank Group and TM Net Sdn Bhd introduced
the tmnet prepaid online service via
Maybank2u.com and Kawanku ATMs. The service
allows customers to purchase tmnet prepaid reloads
and to top-up their internet access time via !
Maybank2u.com and Kawanku ATMs nationwide. g
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Maybank Singapore introduced the first-Business
Debit Card in Asia Pacific. The Maybank Business
Debit Card, bearing MasterCard's logo, is targeted at small business start-ups in the republic.
Enterprising new entrepreneurs with no track records will now be able to own a Gold card for
their business travel and entertainment needs. Those who qualify can also apply for credit facilities
for their working capital to jump-start their business venture.
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Maybank Singapore introduced the Touch 'n Go
Card Reload service at its ATMs in the republic to
facilitate the convenience of more than 55,000
vehicle owners who commute via the Johor Bahru
causeway and Second Link daily.
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Maybank launched the Maybank American Express Credit Card, offering the combined strength,
convenience and rewards from two leading and highly reputable institutions. With the Maybank
American Express Credit Card, card members can obtain access to American Express’ exclusive
“Membership Privileges” program as well as an array of distinctive value-added travel benefits.

Maybank Group launched Premier Education Plan, a participating endowment savings plan that
covers alf the basic needs for education purposes.
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Innovative
Products and
Services

January 2004
Maybank became the first bank to issue a multi-purpase

electronic Prepaid Card in Singapore, the Maybank Money
Gift card.

February 2004

Maybank became the first bank in Malaysia to introduce
an Autocredit Dividend Payment facility to shareholders
via its enterprise cash management portal, Maybank2e net.
Companies with a shareholding structure that require
dividend payment distributions to shareholders as well as
registrars managing dividend payments could now benefit
from e-Dividend, the new web-based dividend payment
service offered on Maybank2e net.

Mayban Unit Trust Berhad launched the Premier Capital Guarantee 3 (PCG3) Fund, a specially designed
closed-end investment plan that offered a minimum guaranteed return of 15.92% at the end of its
5-year tenure period. The Fund size was RM300 million.

March 2004

Mayban Unit Trust Berhad launched a new equity-based fund, Mayban SmallCap Trust Fund (MSCTF)
with an approved fund size of 200 million units or RM100 million.
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Mayban Unit Trust Berhad launched its first Islamic bond fund, Mayban Dana Arif (MDA),
with an approved size of 400 million units or a value of RM200 million. The Fund invests
in a diversified portfolio of Islamic debt securities permissible under the Syariah principles.

Mayban Unit Trust Berhad launched Premier Capital
Guarantee 5 Fund (PCGB5), which offered investors
full return on Initial capital investment plus a
minimum guaranteed return of 3% per annum
upon maturity. PCGS is a closed-end fund with

a size of RM200 million.

Maybank became the first Malaysian bank to
introduce a new enhanced online security feature
known as Transaction Authorisation Code (TAC) for customers performing online banking
transactions at Maybank2u.com. TAC is a unigue 6-digit code that would be compulsory for specific
online transactions at Maybank2u.com in addition to the customer’s username and password.

Maybank launched an enhanced housing loan package in Brunei, called MaxiHome Plus.
The enhancements comprise two new facilities — the re-mortgage and redraw facilities plus
other additional benefits namely processing fee waiver and legal fee subsidy.
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Rewarding Our
Customers

July 2003 ,
Maybank launched a new rewards programme for its Visa cardholders in Brunei. Under the new reward
programme, cardholders will collect MayDollar reward points for any purchases charged to their

Maybank Visa Card. They will also enjoy free personal accident coverage or life insurance coverage among
many other benefits.

August 2003
Winners of Maybank2u.com Paybills “Be Where You Want
To Be” contest and Premier Mudharabah Account (PMA)

“Win A Holiday” contest received their prizes in the form of
travel vouchers worth a total of RM100,000.

Cctober 2003

Five Maybank Mastercard cardholders were rewarded with
a Peugeot 307 each for winning the Maybank Credit Card
“Five Reasons Why You Should Apply for a Maybank
Mastercard” contest. The contest offered prizes worth a
total of over RMB800,000. The contest held from 12 May to
19 August 2003 also included a total of 216 daily prizes
of a Gold Bullion Coin each worth RM1,000.

I
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A total of RM375,000 worth of prizes were
presented to winners of the Maybank American
Express Credit Card "You've Earned It” contest at a
ceremony held in Kuala Lumpur. The prizes included
an all-expense paid holiday to New Zealand, a spa
package at Banyan Tree, Maldives and a beach
getaway to Ibiza as well as state-of-the-art high
tech gadgets from Sony.

Three lucky Maybank Mastercard card members
were presented with their prizes in the form of an
all expense 3 day/2 night return trip to Portugal as
well as RM10,000 credited into their Maybank
Mastercard accounts. The Maybank Mastercard
UEFA 2004 contest offered these winners a chance
to attend the Grand Opening match of UEFA Euro
2004 held in Portugal.
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Rewarding Our
Employees

August 2003
The Maybank Group awarded cash incentives worth

a total of RM102,000 to 189 children of staff who
obtained excellent academic results in their 2002

September 2003

Staff who had served the bank for 20, 30 and 40 years were presented with Long Service Awards
by Maybank as an appreciation for their dedication and loyalty.

QOctober 2003

Maybank presented 10-Year Long Service Awards to staff at a special ceremony held in Kuala Lurnpur.
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Reaching out
to the
Community
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Maybank sponsored and hosted an art exhibition
by Malaysian artist Din Omar, featuring still life ;
paintings that depicted aspects of Malaysian “
ceremonies, entitled “Dokumentasi Budaya IlI”.
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Dato’ Seri Dr Mahathir Mohamad, Prime Minister
of Malaysia launched a unigue art exhibition which !
Maybank organised and sponsored in conjunction
with the National Day celebration, entitled “Images
& Voices of Independence”. A total of 107 artists
displayed artworks depicting their interpretation of
independence. Each painting was accompanied

by a poem that described the painting and its
relation to independence.

In conjunction with the National Day, Maybank Group donated RM200,000 to the Warriors' Day
Appeal Fund (Tabung Rayuan Hari Pahlawan) to provide assistance to ex-army personnel as well as
their widows and children. |
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September 2003

Maybank was the Gold Sponsor for the SMI Recognition
Award Series 2003 organised by the SMI Association of
Malaysia. This Recognition Award aims to provide recognition
to SMIs which have achieved excellence in their industries and
contributed to the economic growth of the country.

Maybank sponsored an art exhibition of watercolour paintings
entitled “Beautiful Malaysia” by 24 Malaysian artists from the
Contemporary Malaysian Watercolourists Association (CMWA).

Aseambankers contributed RM100,000 to Yayasan Budi
Penyayang in conjunction with its 30th anniversary celebration.
The Chairperson of Yayasan Budi Penyayang, Datin Paduka Seri
Endon Mahmood received the contribution at a ceremony held
at Menara Maybank, Kuala Lumpur.

October 2003

In conjunction with the Deepavali celebration, Maybank Group
contributed RM30,000 in cash and kind to three
underprivilkeged homes — Rumah Karunai lllam (Kepong,
Selangor), Rumah Anbu lilam (Ulu Kelang, Selangor)

and Rumah Siva Sakthi Samaj (Bukit Beruntung, Selangor).

A total of 55 students pursuing their undergraduate studies
at local universities were presented with the Maybank
Scholarship Awards worth over RM300,000. The scholarship
award is part of Maybank’s annual commitment of over
RM1.2 million in the form of scholarships and cash incentives
for academic excellence.
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Balai Seni Maybank hosted an art exhibition of 36 abstract artworks by Soh 8oon Kiong,
a Malaysian artist resident in Japan. Entitled "Poetic Meditation”, part of the proceeds
from the sales was contributed to the Cancerlink Foundation.
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Maybank sponsored RM1 million towards the
Malaysia Tour de Langkawi world cycling event.

Maybank and Mayban Finance continued its
sponsorship of tigers and fish owls at Zoo Negara,
Zoo Taiping and Zoo Melaka at a total cost of
RM52,500 as part of the efforts in supporting
conservation of wildlife in the country.

I NG
Feariary 2334

His Excellency Hu Zhengyue, Ambassador
Extraordinary and Plenipotentiary of the People’s
Republic of China to Malaysia officially launched an
art exhibition, “Feline Beauty & Grace” at Balai Seni
Maybank, Kuala Lumpur. The exhibition featured
more than 100 paintings by two renowned Beijing
artists An Yunji and Sun Yipeng and was held in
conjunction with Malaysia-China Friendship Year to
commemorate the 30th anniversary of diplomatic
relations between the two countries.
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February 2004 {(cont'd.)

Maybank2u.com became the Title Sponsor of the Thomas/Uber
Cup 2004 Continental Stage Asia. In addition, Maybank2u.com
also inked a one-year sponsorship of the national badminton
team under the Badminton Association of Malaysia (BAM).

Maybank Group contributed RM21,800 in cash and kind to
residents of Selangor King George V Silver Jubilee Home,

Kuala Lumpur in conjunction with the Chinese New Year
celebration.

March 2004

Maybank Group presented a cheque of RM64,666.49 in aid
of victims of the earthquake that hit Bam, Iran in December
2003. The amount was collected from staff and customers

| through a fund raising campaign which the Group initiated
ran Earthquake Victims | immediately after the disaster. It was handed over by the
et ook S300443 .. .| Chairman of Maybank to His Excellency Mohammad Ghasem
Mohebali, Ambassador of The Islamic Republic of Iran to
Malaysia. Of this amount, RM25,000 was donated by Maybark
from the funds allocated for Hari Raya contribution.

Maybank was one of the sponsors for the production of 39 episodes of a children’s educational programme,
"Along” aired over RTM at a cost of RM270,000. The programme, coordinated by Permodalan Nasional

Berhad (PNB), aims to inculcate an interest in Mathematics and English. Maybank had also been a sponsor of
this programme from 1995 to 1998,
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Apzil 2004

Balai Seni Maybank hosted an art exhibition entitled
"Anugerah & Seni: 3 Generations of johor Artists”
by 25 Johor-born artists. Yang Amat Mulia Raja
Zarith Sofiah binti Almarhum Sultan Idris Shah,
consort of DYAM Tunku Mahkota Johor officially
launched the exhibition.

June 2004

The Maybank Group, through its Maybank Group
Welfare Fund (MGWF) donated medical equipment
worth RM46,900 to Hospital Pulau Pinang as part
of the Fund's annua!l contribution in support of
medical causes. Approximately RM1.6 million has
been contributed by MGWF since its establishment
in 1990.
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 Discussion & Anelysts of Financial Perfermenee
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The investment securities portfolio of the Group rose
by RM3.572 million or 14.2%. Nearly three-quarters of
the increase came from bankers' acceptances and
fstamic accepted bills.

ANALYSIS OF SIGNIFICANT BALANCE SHEET DEVELOPMENTS

e |

For the financial year under review, outstanding assets at the Group and Bank levels rose by 11.5%
or RM18.55 billion and 12.5% or RM15.9 billion respectively. in the previous financial year, the
corresponding growth rates were 6.8% and 8.5% respectively. Almost 90% of the Group's growth
in assets emanated from the expansion of net loans and advances, cash and short-term funds as
well as higher holdings of investment securities. As a result, the proportion of interest-generating
assets to total assets was maintained at around 94%.

H Cash and Short-Term Fundsli

For both the Bank and Group, there was significant growth in cash and short-term funds of RM6.4
billion or 38.3% and RM5.8 billion or 42.6% respectively. These increases reflect routine balance
sheet management activities.
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W Deposits and Placements with Financial ﬂnstimtiorﬂi

Deposits and placements with Financial Institutions for the Group rose by RM1,034 million or
18.3%. This was mainly in respect of increased placements with Bank Negara Malaysia amidst an
environment of rising surplus liquidity in the banking system. The Group remained a net lender in
the inter-bank market.

i : )
 Dealing Securities “

Holdings of dealing securities at the Group level were reduced by RM477 million or 61.4%. This
was across most instruments.

/ investment Securities ”

The investment securities portfolio of the Group rose by RM3,572 million or 14.2%. Nearly three-
quarters of the increase came from bankers’ acceptances and Islamic accepted bills.
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Loans and Advances “

The Group’s net loans and advances rose by 6.4% while for the Bank, a higher increase of 8.2%
was registered. On a gross basis after adjusting for loans written off and those converted to
investment securities, the Group and Bank’s gross loans growth would have been a higher 7.0% and
8.6% respectively. The Group's overall domestic loans market share was sustained at almost 21%.

About two-thirds of the Bank’s growth in gross loans emanated from its domestic operations. Given
the strong business franchise and the on-going focus on retail financing, growth for this segment
doubled to 15.1% from 7.5% in the previous financial year.

At the Group level, loans granted for the purchase of residential properties accelerated to record an
increase of 12.6% from 9.6% the year before. For hire purchase and block discounting receivables,
the Group achieved a growth of 10.1%. For card receivables, a growth of 10% was also recorded.

In line with the domestic Government’s efforts to increase the contribution of SMEs (smail and
medium-sizes enterprises) to the economy, the Bank continued with its emphasis of lending to this
key segment. A higher 15.1% or RM2.4 billion growth was achieved in the financial year ended
June 2004.

For the corporates, the process of disintermediation to the capital markets continued. Together with
some chunky repayments, outstanding loans to the domestic large enterprises therefore contracted
by 4.7%.

In Singapore, the Bank's gross loans expanded by 16% in SGD terms. In line with the focus on
retail lending, the major portion or 57.4% of the overall loan growth came from this segment.

Growth in the Group’s Islamic financing continued strongly into the year with an expansion of 25.9%
or RM3.175 billion (+38.8% from the previous year). The high growth reflects the Group’s on-going
commitment to support the further development of the Islamic banking sector. The Group’s Islamic
financing (including financing sold to Cagamas) now accounts for a higher 13.4% of the overall gross
loans from 11.3% in June 2003. About 46% of the Group’s overall Islamic financing was for
mortgage lending. The Group continued to command a dominant market share of 29.3%.




Non-Performing Loans (NPLs)
Gross NPLs of the Group fell by RM763 million or 5.9% to RM12.274 billion. The gross NPL ratio
was reduced to 10.3% from 11.5% in June 2003. Net NPL ratio went down further to 6.0%
from 6.2% in June 2003 and 7.2% in June 2002. The banking system's net NPL ratio was 8.4%
in lune 2004. The Group’s pravision reserve cover before taking into consideration collateral,
remained at a healthy 74.4%. This remained much higher than the rest of the banking institutions’
average of 48.7%.

E Life, General Takaful and Family Takaful Fund Assets

This component of the balance sheet went up by 48.6% or RM857 million to RM2.62 billion. The
significant growth was a consequence of the substantial sales of investment-linked products, which
is a key ‘wealth management product’ specially packaged by the Group to meet customer needs.

| Total Liabilities |

Outstanding liabilities of the Group went up by 11.8% or RM17.4 billion and for the Bank, by 13.0%
or RM15.1 billion. For the Group, nearly 80% of the overall increase in liabilities came from customer
deposits with another 9.2% coming from obligations on securities sold under repurchase agreements.

| Deposits from Customer;!i

The Group's customer deposits grew by RM13.8 billion or 12.6% while for the Bank, it went up
by RM10.0 billion or 11.6%. The strong growth was attributable to the Group’s extensive physical
reach, comprehensive electronic channels, wide-range of services and product features as well as
strong branding. As a result, the Group managed to again achieve a high 21.2% growth for
Demand Deposits. For Savings Deposits, the Group had a 10.6% growth, higher than the previous
financial year's growth of 7.9%.

The Group’s overall deposit funding mix continued to improve. For the domestic operations, growth
for the 'lower-cost’ Savings and Demand deposits accounted for nearly 88% of the increase in
traditional deposits. Fixed deposits now constitute only 54.9% of the Group’s domestic traditional
deposits from 57.9% in June 2003. In contrast, the ratio for the banking system was a much higher
£6.6%. As in the past, this strategy to reduce funding away from the higher-cost Fixed deposits is
necessary to ensure that the Group continues to have a competitive advantage in pricing. The
Group’s market share of domestic Savings deposits was 33.8% while for Demand deposits, the
market share was 30%.
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“ Deposits and Placements of Financial Institutions Jvi

For the Bank, this item grew by RM1.381 billion or 10.8% and was part of routine asset-liability
management activities.

‘Lobligations on Securities Sold under Repurchase Agreements (Repos) ‘[

For the Group and Bank, outstanding repos had increased by RM1.601 billion or 28.7% and
RM1.270 billion or 25.1% respectively. This relatively high growth is testimony to the Group’s ability
to source funds at competitive rates. For the Bank, the market share of repos outstanding was
maintained at almost 18%.

“ Recourse Obligations on Loans Sold to Cagamas f{

For the Group, this item saw a decline of RM130 million while for the Bank, it recorded an increase
of RM422 million or 18.4%. These movements were part of the Group’s routine match-funding
strategy.

M Commitments and Contingenciesj‘l

This off-balance sheet item rose by 17.6% or RM13.8 billion for the Group. However, in terms of
credit equivalent, the increase was only RM1.375 billion or 10.7%. More than two-thirds of the
growth in notional amount of credit-equivalent was from short-term self-liquidating trade
contingencies and irrevocable commitment to extend credit with maturity exceeding one year.
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ANALYSIS OF THE PROFIT AND LOSS STATEMENT

| Net Interest income \‘\

Net interest income of the Group recovered to increase by 5.2% or RM204.6 million in contrast to
the 1% decline in the previous year. At the Bank level, an almost similar growth of 5.1% was
recorded. In both cases, the growth variances reflect the expansion in the volume of average
interest-earning assets and partially offset by the reduction in net interest margins earned.

Pressure on interest margins continued into the year. In addition to the full-year’s adverse impact of
the 40 basis points reduction in the base lending rates for both the Bank’s domestic operations and
Mayban Finance Bhd in May 2003, competitive pricing especially for retail locans was also a
prominent factor.

At the Group level, net interest margin for interest-earning assets declined by 3 basis points to
2.93%. In the previous year, the Group’s net interest margin had declined by 19 basis points. For
the Bank, the decrease in net interest margin had also tapered off to 6 basis points compared with
the larger reduction of 10 basis points in the previous year. In contrast, the net interest margin of
Mayban Finance Bhd had improved by 14 basis points. The strong focus placed on collections and
preventive measures had resulted in a reduction of the finance subsidiary's NPLs.

For the Bank, measures pursued to mitigate the pressure on margins had also yielded positive results.
On-going recovery and remedial management efforts for business loans, a better coordinated and
centralised collection and preventive measures undertaken for retail loans as well as a general
reduction in new NPLs meant that the Bank was able to reduce the net interest suspended by RM62.3
million or 14.6%. In addition, the active management of the Bank's Treasury fund-based activities had
also resulted in higher net interest income earned. The much higher growth recorded for the ‘lower-
cost’ Savings and Demand deposits as well as the move to recycle costlier excess Fixed deposits to
unit trusts and other wealth management products meant that savings in funding cost was achieved.
Finally, the Bank was also more discerning in pricing new loans, especially for the large enterprises.

WF Islamic Banking J

Net income from the Group’s Islamic Banking operations improved by RM138.9 million or 36.3%.
At the Bank level, a RM144.4 million or 32.7% increase was recorded. In both cases, the variances
closely reflect both the Group and Bank’'s growth in Islamic Banking assets. The substantial net
income growth is after setting aside RM101.6 million provision for Profit Equalisation Reserve (PER)
for the Group. As required, banking institutions have to set aside the excess in distributable income
over that paid to depositors as Profit Equalisation Reserve. For the Bank, the provision for PER made
was RM91.9 million.
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]f Non-Interest Income “

As articulated in the past, expansion of the Group’s selected non-interest income was an on-going
strategy to diversify revenue streams. Overall non-interest income for the Group grew by RM230.7
million or 14.7%. This strong achievement was despite the unexpected turn in the long-term
interest yield curve, which necessitated the Group to incur a loss on disposal of some dealing
securities. Transactional fee income including profits from foreign exchange and net insurance
premiums collectively grew by a substantial 25.5%. Notable increases were recorded for
Commissions (+RM80.8 million or 24.9%), Service Charges and Fees (+RM84.9 million or 24.9%),
Share brokerage (+RM42.6 million or 165.8%) and Foreign Exchange (+RM116.4 million or 67.2%).
These achievements were mainly the result of the on-going emphasis and resources committed to
further enhance the Group's strong payment services infrastructure, comprehensive trade-related
services, investment and funds management as well as bancasurrance.

At the Bank level, non-interest income (excluding dividend income received from Subsidiaries and
provision for diminution in value of investment in Subsidiaries) improved by 25.7% or RM284.3 million.

The Group's fee income ratio improved to 28.8% from 26.9% the previous year. Excluding dividends
received from Subsidiaries, the Bank’s fee income ratio was a higher 30.3% from 27.1% in the
previous year.

Overhead Expenses Jt

The Group’s overheads went up by 10.9% or RM255.2 million compared with the rise of 7.1% in
the previous year. For the Bank, a higher increase of 14.9% or RM257.5 million was registered. In
comparison, revenue (defined as net interest income, non-interest income and income from Islamic
Banking Scheme operations but excluding dividends received from Subsidiaries) of the Bank rose by
12.1% or RM511.3 million,

The higher growth of 14.9% in overhead costs for the Bank was mainly due to a much higher cost
of business acguisitions, marketing/advertising/promotional expenses as well as further investments

made for the future such as staff training/development and technology.

For the Group, the cost-to-income ratio went up slightly to 40.2% from 39.9% in the previous year.
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/J Loan and Financing Loss and Provisions }

Loan loss and provisions of the Group fell by 457% or RM416.4 million while for the Bank, it
declined by 44.9% or RM356.8 million. In both cases, the decline was mainly due to lower specific
provision charged as well as higher bad debts recovered. For the Group and Bank, specific provision
charged was reduced by 27% or RM251 million and 23.2% or RM174.3 million respectively. In the
case of bad debts recovered, the increase for the Group and Bank was 64.9% or RM139.7 million
and 149.2% or RM140.4 million respectively.

For the Group, specific provision charged, net of bad debts recovered, amounted to only 5.6% of
revenue compared with 12.3% in the previous vyear.

As at June 2004, the Group’s outstanding general provision constituted 3.20% of net loans and
advances compared with the statutory requirement of 1.5%.

| Taxation “
The effective tax rate of the Group normalised to 26.5% from 21.5% in the previous year. As

disclosed in last year's Report, there was a significant reversal of RM187.2 million in respect of over-
provision in prior years.
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of Directors’ Responsibilly in respect
S

of the Audited Finenclal Stefements

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

for the financial year then ended.

In preparing the financial statements, the directors have:

o considered the applicable approved accounting standards in Malaysia
o adopted and consistently applied appropriate accounting policies
e made judgements and estimates that are prudent and reasonable

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

The directors have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the Group and the Bank and to prevent and detect fraud
and other irregularities.
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The directors have pleasure in presenting their report together with the audited financial statements of the Group and
of the Bank for the financial year ended 30 June 2004.

PRINCIPAL ACTIVITIES

The Bank is principally engaged in the business of banking in all its aspects which also include Islamic Banking Scheme
operations.

The subsidiaries are principally engaged in the businesses of a finance company, merchant bank, general and life
insurance (including takaful insurance), stock broking, discount house, leasing and factoring, trustee and nominee services,
unit trust management, asset management and venture capital.

There were no significant changes in these activities during the financial year, except for certain subsidiaries as disclosed
in Note 12 to the financial statements.

FINANCIAL RESULTS

11 | Group Bank

| RI000 RREE0 |
Profit after taxation and zakat 2,470,087 2,092,071
Minority interests (45,576) —
Net profit for the year 2,424,511 2,092,071

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

In the opinion 1of the directors, the results of the operations of the Group and of the Bank during the financial year were
not substantially affected by any item, transaction or event of a material and unusual nature.




DIVIDENDS

The amount of dividends paid by the Bank since 30 June 2003 were as follows:

ROV000 |
In respect of the financial year ended 30 June 2003 as reported in the directors’ report of that year:
Final dividend of 17% less 28% taxation, on 3,600,171,921 ordinary shares approved during the
Annual General Meeting on 11 October 2003 and paid on 30 October 2003 (including dividend
amounted to RM1,310,549 paid on shares issued on the exercise of options under ESOS and
bonus entitlement for shares issued pursuant to the exercise of options under the ESOS) 440,661
In respect of the financial year ended 30 June 2004:
Interim dividend of 10% less 28% taxation, on 3,600,171,921 ordinary shares, declared on
20 February 2004 and paid on 29 March 2004 259,212
Special dividend of 25% less 28% taxation, on 3,600,171,921 ordinary shares, declared on
20 February 2004 and paid on 28 March 2004 648,031
907,243

At the forthcoming Annual General Meeting, a final dividend in respect of the finandial year ended 30 June 2004 of
25% less 28% taxation on 3,600,171,921 ordinary shares, amounting to a dividend payable of RM648,030,946 (18.0
sen net per ordinary share) will be proposed for shareholders’ approval. The financial statements for the current financial
year do not reflect this proposed dividend. Such dividend, if approved by the shareholders, will be accounted for in equity
as an appropriation of retained profits in the next financial year ending 30 June 2005.

MAYBANK GROUP EMPLOYEE SHARE OPTION SCHEME (ESQS)

The Board of Directors recommended a Proposed ESOS on 1 August 2003 after the expiry of the previous ESOS on
22 June 2003. The Proposed ESOS were approved by the Securities Commission (SC) and Bank Negara Malaysia vide
their letters dated 17 November 2003 and 19 January 2004 respectively. The Bank later obtained the SC's approval vide
its letter dated 17 May 2004 for an extension of time until 31 December 2004 to implement the Proposed ESOS.

The Bank has subsequently on 27 May 2004 proposed to revise, inter-alia, certain terms of the Proposed ESOS to incorporate
recent changes to the SC's Policies and Guidelines on lIssue/Offer of Securities and the Listing Requirements of Bursa
Malaysia Securities Berhad. The revised Proposed ESOS (after incorporating the proposed changes) has been approved by
the shareholders subsequent to the financial year end in an Extraordinary General Meeting on 11 August 2004.

Please refer to Note 22 to the financial statements for further details.
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SHARE CAPITAL

During the financial year, the Bank increased its issued and fully paid up ordinary share capital from RM3,589,464,821
10 RM3,600,171,921 as a result of:

iy the issuance of 9,596,000 new ordinary shares of RM1 each to eligible persons who exercised their options under
the previous Maybank Group Employee Share Option Scheme (ESOS); and

iy a2 bonus issue of 1,111,100 new ordinary shares for every two (2) existing ordinary shares of RM1 each held, being
bonus entitlement for shares issued pursuant to the exercise of options under the previous ESQOS.

Subsequent to the financial year end on 11 August 2004, the shareholders have approved the resolution for the increase
in the authorised ordinary share capital of the Bank from RM4,000,000,000 to RM10,000,000,000 by the creation of an
additional 6,000,000,000 new ordinary shares of RM1 each.

DIRECTORS

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

Tan Sri Mohamed Basir bin Ahmad (Chairman)

Dato’ Richard Ho Ung Hun

Datuk Amirsham A Aziz

Dato’ Mohammed Hussein

Hooi Lai Hoong

Raja Tan Sri Muhammad Alias bin Raja Muhd. Ali

Mohammad bin Abdullah

Haji Mohd Hashir bin Haji Abdullah

Teh Soon Poh

Datuk Abdul Rahman bin Mohd Ramli

Datuk Megat Zaharuddin bin Megat Mohd Nor (appointed on 19 July 2004)
Dato’ Mohd Hilmey bin Mohd Taib (resigr'led on 12 October 2003)

DIRECTORS’ BENEFITS

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement to which
the Bank or its subsidiary company was a party, whereby the directors might acquire benefits by means of acquisition of
shares in or debentures of the Bank or any other body corporate, other than as may arise from the share options granted
pursuant to the previous ESOS.
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DIRECTORS’ BENEFITS (CONT'D.)

Since the end of the previous financial year, no director has received or become entitled to receive a benefit (other than
a benefit included in the aggregate amount of emoluments received or due and receivable by the directors, or the fixed
salary of a full time employee of the Bank or the professional fees paid to a related party as disclosed in Notes 31 and
33 to the financial statements) by reason of a contract made by the Bank or a related corporation with the director or
with a firm of which he is a member, or with a company in which he has a substantial financial interest.

DIRECTORS' INTERESTS

According to the register of directors’ shareholdings, the interests of directors in office at the end of the financial year
in shares of the Bank during the financial year were as follows:

Number of Ordinary Shares of RM1 Each

9 July B O Ve

2008 Botght Seld
Tan Sri Mohamed Basir bin Ahmad 18,000 — — 18,000
Datuk Amirsham A Aziz 261,000 — — 261,000
Dato’ Mohammed Hussein 103,400 — — 103,400
Teh Socon Poh 5,247 — — 5,247
Hooi Lai Hoong 181,400 — — 181,400

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

RATING BY EXTERNAL RATING AGENCIES

Details of the Bank’s ratings are as follows:

Rating Agency Date Rating Classification Rating Received
Moody's Investors Service 26 April 2004 - Long-term deposits Baa 1

— Short-term deposits p-2

- Subordinated long-term debts Baa 1

— Financial strength rating C

- Outlook Stable
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RATING BY EXTERNAL RATING AGENCIES (CONT'D.)

]Rating Agffency Date Rating Classification Rating Received
Standard & Poor’s 31 October 2003 - Long-term counterparty BBB+

— Short-term counterparty A-2

- Subordinated notes BBB-

- Outlook Stable
Rating Agency Malaysia Berhad 20 August 2003 - Long-term AAA

~ Short-term P1

- Subordinated bonds AA1 (Long Term)
Fitch Ratings 19 April 2004 - Long-term BBB+

- Outlook Positive

BUSINESS CUTLOOK

Barring unforeseen circumstances, the Group remains well positioned to capitalise on the strong economy and to further
expand its business activities.

OTHER STATUTORY INFORMATION

(a) Before the balance sheets and income statements of the Group and of the Bank were made out, the directors took
reasonable steps:

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

{i) to ensure that any current assets which were unlikely to realise their values as shown in the accounting records in
the ordinary course of business had been written down to an amount which they might be expected so to realise.
(b) At the date of this report, the directors are not aware of any circumstances not otherwise dealt with in this report

or financial statements of the Group and of the Bank which would render:

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

(i)  the values attributed to current assets in the financial statements of the Group and of the Bank misleading.
(c) At the date of this report, the directors are not aware of any circumstances which have arisen which would render

adherence to the existing method of valuation of assets or liabilities of the Group and of the Bank misleading or
inappropriate.
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OTHER STATUTORY INFORMATION (CONT'D.)

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

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

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

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

{f) In the opinion of the directors:

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

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

SIGNIFICANT EVENTS

The significant events during the financial year are as disclosed in Note 46 to the financial statements.

SUBSEQUENT EVENTS

The subsequent events are as disclosed in Note 47 to the financial statements.

AUDITCRS

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

Signed on behalf of the Board in accordance with a resolution of the directors

A=

Mohamed Basir bin Ahmad Amirsham A Aziz

Kuala Lumpur, Malaysia
30 August 2004
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We, Mohamed Basir bin Ahmad and Amirsham A Aziz, being two of the directors of Malayan Banking Berhad, do
hereby state that, in the opinion of the directors, the accompanying financial statements set out on pages 158 to 308 are
drawn up in accordance with applicable approved accounting standards in Malaysia, Bank Negara Malaysia Guidelines and
the provisions of the Companies Act, 1965 so as to give a true and fair view of the financial position of the Group and of
the Bank as at 30 June 2004 and of the results and the cash flows of the Group and of the Bank for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the directors

/
Mohamed Basir bin Ahmad Amirsham A Aziz

Kuala Lumpur, Malaysia
30 August 2004
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Decloraiion pumem to 169(16) of The Compenies Ad, 1965

(-
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[, Hooi Lai Hoong, being the director primarily responsible for the financial management of Malayan Banking Berhad,
do solemnly and sincerely declare that the accompanying financial statements set out on pages 158 to 308 are in my
opinion correct and | make this solemn declaration conscientiously believing the same to be true and by virtue of the
provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the ) y

abovenamed Hooi Lai Hoong at Kuala Lumpur ) %\ %Q%‘MZ

in the Federal Territory on 30 August 2004 ) /]
Hooi Lai Hoongy

Before me,

Liang Hien Tien
Commissioner for Qaths




We have audited the financial statements set out on pages 158 to 308. These financial statements are the responsibility
of the Bank’s directors. Qur 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 plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by the directars, as well as evaluating the overall presentation of the financial statements. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion:

{(a) the financial statements have been properly drawn up in accordance with the provisions of the Companies Act,
1965, Bank Negara Malaysia Guidelines and applicable approved accounting standards in Malaysia so as to give a
true and fair view of:

(i) the financial position of the Group and of the Bank as at 30 June 2004 and of the results and the cash flows
of the Group and of the Bank for the year then ended; and

(i) the matters reguired by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements; and

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

We have considered the financial statements and the auditors’ reports thereon of the subsidiaries of which we have not
acted as auditors, as indicated in Note 12 to the financial statements, being financial statements that have been included
in the consolidated financial statements.

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

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

Evaty & Yoy — Clawof—]
Ernst & Young Gloria Goh Ewe Gim
AF: 0039 No. 1685/04/05(J)
Chartered Accountants Partner

Kuala Lumpur, Malaysia
30 August 2004
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(S[h{%@ @ ot 30 June 2004 J
|
2 f}{ S Eirc;up - Bank
| 2000 2008 2008 2008
RIV{000 RM’000 RIVI{00G RM'000

ASSETS

Cash and short-term funds 4 23,009,080 16,639,629 19,527,827 13,690,606
Deposits and placements with banks and

other financial institutions 5 6,686,790 5,652,279 6,129,488 7,255,939
Securities purchased under resale agreements 6 733,631 585,008 722,892 582,003
Dealing securities 7 299,557 776,636 163,807 96,998
Investment securities 8 28,703,420 25,131,253 22,700,140 18,735,822
Loans, advances and financing 9 109,070,491 102,488,470 86,718,412 80,160,354
Other assets 0 2,076,427 2,048,591 827,980 740,411
Statutory deposits with Central Banks 11 3,644,199 3,321,638 2,855,634 2,621,399
Investment in subsidiaries 12 — — 1,869,229 1,868,713
Investment in associates 13 18,907 17,301 9,740 9,740
Property, plant and eguipment 14 1,382,822 1,419,973 1,036,638 1,036,796
Deferred tax assets 20 1,261,643 1,110,840 989,362 855,546
Life, general takafu!l and family takaful

fund assets 49 2,620,460 1,763,779 — —
TOTAL ASSETS 179,507,427 160,955,397 143,551,149 127,654,327
LIABILITIES
Deposits from customers 15 123,365,942 109,534,729 96,868,877 86,837,301
Deposits and placements of banks and

other financial institutions 16 14,498,206 13,672,532 14,177,337 12,795,755
Obligations on securities sold under

repurchase agreements 8(iv)/9(v) 6,988,031 5,386,572 6,338,687 5,068,578
Bills and acceptances payable 3,319,429 3,150,990 5,746,147 4,092,656
Other liabilities 17 3,173,396 3,097,381 1,815,950 1,647,821
Recourse obligation on loans sold to Cagamas 18 6,532,046 6,661,965 2,711,118 2,289,153
Provision for taxation and zakat 19 932,330 789,646 790,000 642,636
Deferred tax liabilities 20 10,806 8,620 — —
Subordinated obligations 21 3,004,000 3,004,000 3,004,000 3,004,000
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Group - Bank

08 -2008

SORMIO00 RMPGED - BAFO0O
LIABILITIES (CONT'D.)
Life, general takaful and family takaful
fund liabilities 49 101,491 107,443 — —
Life, general takaful and family takaful
policy holders’ funds 49 2,518,969 1,656,336 — —
TOTAL LIABILITIES 164,444,646 147,070,214 131,452,116 116,377,900
FINANCED BY:
Share capital 22 3,600,172 3,589,465 3,600,172 3,589,465
Reserves 23 11,023,264 9,895,768 8,498,861 7,686,962
Shareholders’ equity 14,623,436 13,485,233 12,099,033 11,276,427
Minority interests 439,345 399,950 — —
15,062,781 13,885,183 12,099,033 11,276,427
TOTAL LIABILITIES AND SHAREHOLDERS'
EQUITY 179,507,427 160,955,397 143,551,149 127,654,327
COMMITMENTS AND CONTINGENCIES 37 92,376,859 78,527,072 86,909,280 73,193,802

The accompanying notes form an integral part of the financial statements.
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|
 Statements fer e yeor 30 June 2004

}[ 7 7 Group I Bank
Note) 002 2003 2004} 20038
RIVIH000) RM'000 RIVILGO0 RM°000
Operating revenue 25 10,520,920 10,037,610 8,421,445 8,537,869
Interest income 26 7,336,284 7,204,732 5,396,471 5,265,864
Interest expense 27 (3,217,078) (3,290,117) (2,401,199) (2,415,166)
Net interest income 4,119,206 3,914,615 2,995,272 2,850,698
Income from Islamic Banking
Scheme operations 48()) 521,970 383,081 334,675 252,301
4,641,176 4,297,696 3,329,947 3,102,999
Dividends from subsidiaries — —_ 587,867 1,237,715
Other non-interest income 1,800,718 1,570,038 1,389,782 920,695
Total non-interest income 28 1,800,718 1,570,038 1,977,649 2,158,410
‘ 6,441,894 5,867,734 5,307,596 5,261,409
Overhead expenses 29 (2,591,288) (2,336,117) (1,986,225) (1,728,681)
Operating profit 3,850,606 3,531,617 3,321,371 3,532,728
Loan and financing loss and provisions 32 (495,362) (911,848) (437,996) (794,829)
: 3,355,244 2,619,769 2,883,375 2,737,899
Share of results of associates 3,353 (95) —_ —
Profit before taxation and zakat 3,358,597 2,619,674 2,883,375 2,737,899
Taxation and zakat 34 (888,510) (563,249) (791,304) (682,847)
Profit after taxation and zakat 2,470,087 2,056,425 2,092,071 2,055,052
Minority interests (45,576) (59,936) —_ —
Net profit for the year 2,424,511 1,896,489 2,092,071 2,055,052
Earnings per share
Basic/diluted (sen) 35 67.3 55.9 58.1 57.6
Net dividends per ordinary share (sen)
Paid
Interim and special dividends (sen) 36 25.2 322 25.2 322
Proposed
Final dividend {sen) 36 18.0 12.2 18.0 12.2

The accompanying notes form an integral part of the financial statements.
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" Stetement of Chenges in Equily b i 30 e
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l
- <——— Nondistributable ———»-Distributable
Share Share Retained
Capita Rremitim Reseqve! Rrofits] fotal
RIVB00; RIVIZG00; RIViZ000) RIVIL0O0) RIVIZ000; RVi000) RVIGG0)
Group
At 1 July 2002 3,550,181 298,336 3,220,419 15,250 43,800 5,530,307 12,658,293
Currency translation differences — — — — (1,718) — (1,718)
Adjustment to fair value of
net assets acquired — — — — — (6,235) (6,235)
Goodwill on acquisition written off — — — — — (10,098) (10,098)
Net accretion from increased
interest in subsidiaries — — — — — 2,038 2,038

Net losses not recognised

in the income statement — — — — (1,718) (14,295) (16,013)
Net profit for the year — — — —_ — 1,996,489 1,996,489
Transfer to statutory reserves — — 525,788 — — (525,788) —
Issue of ordinary shares

pursuant to ESOS 30,417 146,336 — — — — 176,753
Bonus issue 8,867 — — — — (8,867) —
Dividends {Note 36} — — — — — (1,330,289) (1,330,289)
At 30 June 2003 3,589,465 444 6772 3,746,207 15,250 42,082 5,647,557 13,485,233
At 1 July 2003 3,588,465 444,672 3,746,207 15,250 42,082 5,647,557 13,485,233

Currency translation differences,
representing net loss not

recognised in the income statement — — — — (3,894) — (3,894)
Net profit for the year — — — — — 242451 2,424,511
Transfer to statutory reserves — — 527,991 — — (527,991) —
Issue of ordinary shares

pursuant to £S0S 9,596 55,894 — — — — 65,490
Bonus issues 1,11 — — — — (1,111 —
Dividends (Note 36) — — — — —  (1,347,904) (1,347,904)
At 30 June 2004 3,600,172 500,566 4,274,198 15,250 38,188 6,195,062 14,623,436

The accompanying notes form an integral part of the financial statements.
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T ‘,1 -«——— Non-distributable ———>  Distributable
|
Shake] Shiavel EllictUiation Retained
Capital Premfuin Resenve Profits flotal
RMVIZ000 RO, RM060 RVXGO0, RMZ0GG, RIVIZ000

Bank
At 1 July 2002 3,550,181 298,336 2,599,225 70,447 3,860,182 10,378,371
Currency translation differences,

representing net loss

not recognised in the

income statement — — — (3,460) — (3,460)
Net profit for the year — — — — 2,055,052 2,055,052
Transfer to statutory reserve — — 514,000 — (514,000) —
Bonus issues 8,867 — — — (8,867) —
Issue of ordinary shares

pursuant to ESOS 30,417 146,336 — — — 176,753
Dividends (Note 36) — — — — (1,330,289) (1,330,289)
At 30 June 2003 3,589,465 444,672 3,113,225 66,987 4,062,078 11,276,427
At 1 July 2003 3,589,465 444,672 3,113,225 66,987 4,062,078 11,276,427
Currency translation differences,

representing net gain

not recognised in the

income statement — — — 12,949 — 12,949
Net profit for the year — — — -— 2,092,071 2,092,071
Transfer to statutory reserve — — 523,100 — (523,100) —
Bonus issues 1,111 — — — (1,111 —
Issue of ordinary shares

pursuant to ESOS 9,596 55,894 — — — 65,490
Dividends (Note 36) — — — —  (1,347,904) (1,347,904)
At 30 June 2004 3,600,172 500,566 3,636,325 79,936 4,282,034 12,099,033

The accompanying notes form an integral part of the financial statements.
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4 ‘ Flow Stefiements ter the 30 June 2004

Group Bank
2003 2003
Rv’'C00 RMCO0
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 3,358,597 2,619,674 2,883,375 2,737,899
Adjustments for:
Exchange fluctuation (91,493) (85,423) (84,721) (84,691)
Share of results of associates (3,353) 95 — —
Depreciation 180,645 178,865 138,617 127,208
Impairment loss 237 346 — —
Net gain on disposal of property,
plant and eguipment (7.509) {12,785) {7.593) {11,439)
Gain on disposal of foreclosed properties 1,051 (1,203) (73) —
Amortisation of premiums less accretion of
discounts of investment securities 67,746 44,756 93,494 57,629
(Writeback of provision)/provision for
diminution in value of investment securities (20,961) (17,959) (16,146) 661
Provision for diminution in value
of investment in subsidiaries —_ — — 184,660
Loan and financing loss and provision 855,644 1,127,264 677,174 888,954
Provision for doubtful debts for other assets 6,474 21,083 1,655 7,921
Interest/income-in-suspense 452,433 563,568 364,115 426,404
Dividend income (21,744) (41,027) (603,824) (1,255,223)
Property, plant and eguipment written off 849 1,131 145 219
Provision for commitments and contingencies 691 — - —
Profit Equalisation Reserve 101,559 65,549 91,939 42,372
Transfer of life, general takaful and
family takaful fund surplus (5,000) (25,000) — —
Operating profit before working capital changes 4,875,866 4,438,934 3,538,157 3,122,574
Increase in securities purchased under
resale agreements (148,623) (67,483) (140,889) (64,378)
{Increase)/decrease in deposits and placements .
with banks and other financial institutions (1,034,511) (1,460,946) 1,126,451 (1,692,127)
Decrease/(increase) in dealing securities 477,079 846,546 (66,809) (58,601)
Increase in loans, advances and financing (7,890,098) (8,726,144) (7,599,347) (6,468,465)
{Increase)/decrease in other assets (35,361) 36,302 (89,151) (5,019)
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Flow Steferments ter the yeor 30 June 2004

| Group Bank
‘ 2004 2003 2004 2003
RIVIZ000 RM'000 RIVIX000; RM'Q00
CASH FLOWS FROM
OPERATING ACTIVITIES (CONT'D.)
(Increase)/decrease in statutory deposits
with Central Banks (322,561) 235,149 (234,235) 255,219
Increase in deposits from customers 13,831,213 6,820,897 10,031,576 4,698,221
Increase/(decrease) in deposits and placements
of banks and other financial institutions 825,674 (402,156) 1,381,582 1,949,864
Increase in obligations on securities
sold under repurchase agreements 1,601,459 1,267,636 1,270,109 1,075,310
Increase in bills and acceptances payable 168,439 1,156,722 1,653,491 1,447,051
Net purchase of investment securities (3,618,952) {1,472,349) (4,041,666) (1,743,629)
(Decrease)increase in other liabilities (26,235) 84,315 84,753 116,548
Increase in life, .general takaful and
family takaful fund assets (856,681) (405,936) — —
Increase in life, :\general takaful and family takaful
fund liabilities and policy holders’ funds 861,681 430,936 — —
Cash generated from operations 8,708,389 2,782,423 6,914,022 2,632,568
Taxes and zakat paid (887,611) {894,402) (628,432) (606,731)
Net cash generated from operating activities 7,820,778 1,888,021 6,285,590 2,025,837
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (159,304) (259,537) (144,175) (208,214)
Acquisition of insurance business,
net of cash acquired — (40,043) —_ —
Purchase of shares in subsidiaries — (11,675) — (97,040)
Dividends received from associates 972 1,098 972 972
Acquisition of shares of associates — (1,000) — (600)
Proceeds from disposal of property,
plant and equipment 22,233 40,361 14,851 32,515
Dividends received 15,656 41,027 453,528 907,582
Net cash (used in)generated
from investing activities (120,443) {229,769) 325,176 635,215
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Group‘

2003

e 2004, 2003 20048 2
RIVIOO0) RM'0C0 RIVIZ000) RM000

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of shares 65,490 176,753 65,490 176,753
Loans sold to Cagamas (129,919) 267,556 421,965 19,004
Dividends paid (1,347,904) (1,330,289) (1,347,904) (1,330,289)
Dividends paid to minority interest (6,181) (2,846) — —
Net cash used in financing activities (1.418,514) (888,826) (860,449) (1,134,532}
NET INCREASE IN CASH AND CASH

EQUIVALENTS 6,281,821 769,426 5,750,317 1,526,520
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 16,727,259 15,870,203 13,777,510 12,164,086
CASH AND CASH EQUIVALENTS AT END

OF YEAR 23,009,080 16,639,629 19,527,827 13,690,606
Cash and cash equivalents comprise:
Cash and short term funds as previously

reported 23,009,080 16,639,629 19,527,827 13,690,606
Effects of exchange rate changes — 87,630 — 86,904
As restated 23,009,080 16,727,259 19,527,827 13,777,510

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

Maybank 2004 Annual Report 165




o the Financial Stofements - 30 juwe

]
N

1. CORPORATE INFORMATICN

The Bank is principally engaged in the business of banking in all its aspects which also include Islamic Banking Scheme
operations,

The subsidiaries are principally engaged in the businesses of a finance company, merchant bank, general and life
insurance: (including takaful insurance), stock broking, discount house, leasing and factoring, trustee and nominee
services, unit trust management, asset management and venture capital.

There were no significant changes in these activities during the financial year, except for certain subsidiaries as
disclosed .in Note 12.

The Bank is a public [imited liability company, incorporated and domiciled in Malaysia, and is listed on the Main
Board of Bursa Malaysia Securities Berhad. The registered office of the Bank is located at 14th Floor, Menara
Maybank, 100, Jalan Tun Perak, 50050 Kuala Lumpur.

The number of employees in the Group and in the Bank at the end of the financial year were 20,821 (2003: 21,042)
and 15,321 (2003: 14,904) respectively.

These financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the
directors on 30 August 2004.

2. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements of the Group and of the Bank have been prepared in accordance with the provisions of
the Companies Act, 1965, Bank Negara Malaysia Guidelines and applicable approved accounting standards in
Malaysia. The financial statements incorporate those activities relating to Islamic Banking Scheme (“IBS”) which have
been undertaken by the Group and the Bank.

IBS refers generally to the acceptance of deposits and granting of financing under the principles of Shariah.
During the financial year ended 30 June 2004, the Group and the Bank have adopted the following accounting
standards issued by the Malaysian Accounting Standards Board (“MASB”):

MASB Standard 29 Employee Benefits

MASB /-1 Presentation of Financial Statements of Islamic Financial Institutions

The adoption of the above standards have not given rise to any adjustments to the opening balances of retained
profits of the prior and current years. However, the adoption of MASB /-1 has resulted in certain comparatives to
be disclosed to conform with the current year's presentation of the IBS operations.
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3. SIGNIFICANT ACCOUNTING POLICIES

(i) Basis of Accounting
The financial statements of the Group and of the Bank have been prepared under the historical cost convention
unless otherwise indicated in the accounting policies below.

(ii) Basis of Consolidation
(a) Subsidiaries
The consolidated financial statements include the financial statements of the Bank and all its subsidiaries.
Subsidiaries are those companies in which the Group has power to exercise control over the financial and
operating policies so as to obtain benefits from their activities.

Subsidiaries are consolidated using the acquisition method of accounting. Under the acquisition method
of accounting, the results of subsidiaries acquired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the effective date of
disposal, as appropriate. The assets and liabilities of a subsidiary are measured at their fair values at the
date of acquisition and these values are reflected in the consolidated balance sheet. The difference
between the cost of acquisition and the fair value of the Group’s share of the net assets of the acquired
subsidiary at the date of acquisition (goodwill/reserve on consolidation/acquisition) is accounted for in
accordance with Note 3(iii) below.

Intragroup transactions, balances and resulting unrealised gains are eliminated on consclidation and the
consolidated financial statements reflect external transactions only. Unrealised losses are eliminated on
consolidation unless costs cannot be recovered.

The gain or loss on disposal of a subsidiary is the difference between the net disposal proceeds and the
Group's share of its net assets together with exchange differences which were not previously recognised
in the consolidated income statement.

Minority interest in the consolidated balance sheet consist of the minorities' share of the fair value of the
identifiable assets and liabilities of the acquiree as at acquisition date and the minorities' share of
movements in the acquiree's equity since then.
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SIGMIFICANT ACCOUNTING POLICIES (CONT'D.)

(i)

(iii)

(iv)

(v)

Basis of Consolidation (Cont'd.)

(b) Associates
Associates are those entities in which the Group exercises significant influence but not control, through
participation in the financial and operating policy decisions of the entities.

nvestments in associates are accounted for in the consolidated financial statements using the equity
method of accounting based on the audited or management financial statements of the associated
companies. Under the equity method of accounting, the Group's share of profits less losses of associates
during the year is included in the consolidated income statement. The Group's interest in associated
companies is carried in the consolidated balance sheet at cost plus the Group's share of post-acquisition
retained profits or accumulated losses and other reserves.

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

Goodwill/Reserve Arising on Consolidation/Acquisition

Goodwill or reserve arising on consolidation/acquisition represents the differences between the cost of
acquisition and the Group's interest in the fair value of the identifiable assets and liabilities of the subsidiary
and associates at the date of acquisition. Goodwill or reserve arising on consolidation/acquisition is written
off/credited in full to retained profits immediately.

Investment in Subsidiaries and Associates
The Bank's investments in subsidiaries and associates are stated at cost less impairment losses. The policy for
the recognition and measurement of impairment losses is in accordance with Note 3(xxxi) below.

On disposal of such investments, the difference between the net disposal proceeds and their carrying amounts
is charged or credited to the income statement.

Dealing Securities

Dealing securities are marketable securities that are acquired and held with the intention of resale in the short
term and are stated at the lower of cost and market value on portfolio basis. Increases or decreases in the
carrying amount of dealing securities are credited or charged to the income statement. On disposal of the
dealing securities, the differences between the net disposal proceeds and their carrying amounts are charged
or credited to the income statement.

Transfers, if any, between dealing and investment securities are made at the lower of cost and market value.
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SIGN

(vi)

(vii)

IFICANT ACCOUNTING POLICIES (CONT'D.)

Investment Securities
Investment securities are securities that are acquired and held for yield or capital growth and are usually held
to maturity.

Malaysian Government Securities, Malaysian Government Investment issues, Malaysian Government floating rate
notes, Cagamas Bonds and other Government securities are stated at cost adjusted for amortisation of
premiums or accretion of discounts, where applicable, to maturity dates.

Quoted investments are stated at the lower of cost and market value on portfolio basis.

Unquoted investments are stated at cost and where applicable, adjusted for amortisation of premiums or
accretion of discounts to maturity dates.. Provision is made for diminution in value which is other than
temporary.

On disposal of the investment sécurities, the differences between the net disposal proceeds and their carrying
amounts are charged or credited to the income statement.

Provision for Doubtful Debts
Specific provisions are made for doubtful debts which have been individually reviewed and specifically identified
as bad and doubtful.

In addition, a general provision based on a certain percentage of total risk-weighted assets, which takes into
account all balance sheet items and their perceived risk levels, is maintained.

(viii) Property, Plant and Equipment and Depreciation

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. The
policy for the recognition and measurement of impairment losses is in accordance with Note 3{xxxi).

Freehold land and buildings-in-progress are not depreciated. Leasehold land is depreciated over the period of
the respective leases which ranges from 30 to 999 years. The remaining period of respective leases ranges from
12 to 911 years.

s
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NIFICANT ACCOUNTING POLICIES (CONT'D.)

(viii) Property, Plant and Equipment and Depreciation (Cont'd.)

(ix)

(x)

(xi)

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

Buildings on freehold land Over 50 years

Buildings on leasehold land 50 years or remaining life of the lease, whichever is
shorter

Office furniture, fittings, equipment and renovations 10% - 25%

Computers and peripherals 14% ~ 25%

Electrical and security equipment 8% - 25%

Motor vehicles 20% - 25%

Upon 'the disposal of an item of property, plant or equipment, the difference between the net disposal proceeds
and the carrying amount is charged or credited to the income statement.

Investment Properties

investment properties consist of investments in land and buildings that are not substantially occupied for use
by, or in the operations of the Group. In line with MASB Standard 18: Life Insurance Business, land and
buildings owned by the life insurance business are classified as investment properties, notwithstanding that they
are substantially occupied for use by, or in the operations of the Group.

investment properties are treated as long term investments and are stated at cost and include related and
incidental expenditure incurred. Investment properties are not depreciated. The carrying amount of investment
properties is reduced to recognise impairment losses, if any. The policy for the recognition and measurement
of impairment losses is in accordance with Note 3({xxxi).

Other Assets
Other receivables are carried at anticipated realisable values. Bad debts are written off when identified. An
estimate is made for doubtful debts based on a review of all outstanding amounts as at the balance sheet date.

Repurchase Agreements
Securities purchased under resale agreements are securities which the Group had purchased with a commitment
to resell at future dates. The commitments to resell the securities are reflected as an asset on the balance sheet.

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

(xii) Bills and Acceptances Payable
Bills and acceptances payable represent the Group’s own bills and acceptances rediscounted and outstanding in
the market.
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SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

(xiii)

(xiv)

(xv)

(xvi)

Provisions for Liabilities

Provisions for liabilities are recognised when the Group has a present obligation as a result of a past event
and it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, and a reliable estimate of the amount can be made.

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

Liabilities

Deposits from customers, deposits and placements of banks and financial institutions are stated at placement
values. Other liabilities are stated at cost which is the fair value of the consideration to be paid in the future
for goods and services received.

Profit Equalisation Reserves (“PER") on IBS Operations

PER is the amount provided in order to maintain a certain level of return for deposits in conformity with Bank
Negara Malaysia's “The Framework of the Rate of Return”. The PER is deducted at a rate which does not
exceed the maximum amount of 15% of the total gross income of each financial year and is maintained up
to the maximum of 30% of total Islamic banking capital fund.

Income Tax

Income tax on the profit or loss for the year comprises current and deferred taxes. Current tax is the expected
amount of income taxes payable in respect of the taxable profit for the year and is measured using the tax
rates that have been enacted at the balance sheet date.

Deferred tax is provided for, using the liability method, on temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts in the financial statements. in
principle, deferred tax liabilities are recognised for all taxable temporary differences and deferred tax assets
are recognised for all deductible temporary differences, unused tax losses and unused tax credits to the extent
that it is probable that taxable profits will be available against which the deductible temporary differences,
unused tax losses and unused tax credits can be utilised.

Deferred tax is not recognised if the temporary difference arises from goodwill or negative goodwill or from
the initial recognition of an asset or liability in a transaction which is not a business combination and at the
time of the transaction, affects neither accounting profit nor taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the period when the asset is realised
or the liability is settled, based on tax rates that have been enacted or substantively enacted at the balance
sheet date. Deferred tax is recognised in the income statement, except when it arises from a transaction which
is recognised directly in equity, in which case the deferred tax is also charged or credited directly in equity,
or when it arises from a business combination that is an acquisition, in which case the deferred tax is included
in the resulting goodwill or negative goodwill.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

(xvii) Leases
(a) Finance Lease/Lease Receivable
Assets leased to customers under agreements which transfer substantially all risks and rewards associated
with ownership other than legal title are classified as lease receivables. The balance sheet amount
represents total minimum lease payments receivable less unearned income and prepaid rentals. Initial
direct costs are immediately recognised as expenses.

(b) Operating Lease
Payments made under operating leases are recognised in the income statement on an accrual basis in
accordance with the terms of the leases.

(xviii) Insurance and Family Takaful Fund
The life assurance and family takaful fund is based on the actuarial valuation of the fund made up to
30 June 2004.

(xix) Commission and Management Expenses for Takaful Business
Commission, which are costs directly incurred in securing contributions on takaful policies, are charged to the
revenue account in the period in which they are incurred.

Commission and management expenses are borne by the family takaful and general takaful funds. However,
the total expenses to be borne by the respective funds are capped at 20% of the gross contribution. Amount
in excess of the 20% will be borne by the shareholder's fund, and is known as Wakalah deficit.

(xx) Unearned Premium Reserves and Unearned Contribution Reserves
Unearned Premium Reserves (“UPR”) and Unearned Contribution Reserve (“UCR”) represent the portion of the
net premiums and contribution of insurance policies and takaful certificates written that relate to the unexpired
periods of policies and certificates at the end of the financial year. In determining the UPR and UCR at the
balance sheet date, the method that most accurately reflect the actual unearned premium is used as follows:

—  25% method for marine cargo and aviation cargo, and transit business.




3. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

(xx) Unearned Premium Reserves and Unearned Contribution Reserves (Cont'd.)
—  1/24th method for other classes of Malaysian general policies and 1/365th method for all classes of general
takaful within Malaysia, reduced by the corresponding percentage of accounted gross direct business
commissions and agency-related expenses not exceeding limits specified by Bank Negara Malaysia on:

Motor 10%
Fire, engineering, aviation and marine hull 15%
Medical health

— Standalone individuals 15%
- Group of 3 or more v 10%
Workmen compensation and employers’ liability

— Foreign workers 10%
— Others 25%
Other classes 20%

—  1/8th method for all classes of overseas inward treaty business with a deduction of 20% for acquisition costs.

— Bond policies and non-annual certificates are time apportioned over the periods of the risks.

(xxi) Provision for Outstanding Claims
For general insurance business and general takaful businesses, a liability for outstanding claims is recognised
in respect of both direct insurance and inward reinsurance. The amount of outstanding claims is the best
estimate of the expenditure required together with related expenses less recoveries to settle the present
obligation at the balance sheet date. Provision is also made for the cost of claims together with related
expenses incurred but not reported at balance sheet date based on an actuarial valuation by a qualified
actuary, using a mathematical method of estimation using actual claims development pattern.

For life assurance and family takaful businesses, claims and settlement costs that are incurred during the
financial period are recognised when a claimable event occurs and/or the insurer is notified.

Claims and provisions for claims arising on life insurance and family takaful policies, including settlement costs,
are accounted for using the case basis method and for this purpose, the benefits payable under a life
insurance policy are recognised as follows:

() maturity or other policy benefit payments due on specified dates are treated as claims payable on the due dates;

(i) death, surrender and other benefits without due dates are treated as claims payable, on the date of
receipt of intimation of death of the assured or occurrence of the contingency covered.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

(xxii) Borrowings
Borrowings are reported at their face values. The costs of issuing capital instruments such as bonds and
debentures are charged to the income statement as and when incurred. Interest on borrowings is charged to
the income statement as expense as and when incurred.

(xxiii) Interest and Financing Income Recognition
Interest income is recognised on an accrual basis. Interest income includes the amortisation of premiums or accretion
of discounts. Interest income on dealing and investment securities are recognised on an effective yield basis.

Interest income on overdrafts, term loans and housing foans is accounted for on a straight line basis by
reference to the rest periods as stipulated in the loan agreements. Interest income from hire purchase,
instalment sale financing, block discounting and leasing transactions is accounted for on the “sum-of-the-
digits” method, whereby the income recognised for each month is obtained by multiplying the total income
by a fraction whose numerator is the digit representing the remaining number of months and whose
denominator is the sum of the digits representing the total number of months.

Where an account has turned non-performing, interest is suspended with retroactive adjustment made to the
date of first default. Thereafter, interest on these accounts are recognised on a cash basis until such time as
the accounts are no longer classified as non-performing. Customers’ accounts are deemed to be non-
performing where repayments are in arrears for more than three months and one month after maturity date
for trade bills, bankers’ acceptances and trust receipts. Credit card holders are deemed non-performing where
repayments are in arrears for more than three months from first day of default.

Income from the IBS business is recognised on the accrual basis in compliance with Bank Negara Malaysia's
quidelines.

(xxiv) Fee and Other Income Recognition
Loan arrangement, management and participation fees, factoring commissions, underwriting commissions and
brokerage fees are recognised as income based on contractual arrangements. Guarantee fee is recognised as
income upon issuance of the guarantee. Fees from advisory and corporate finance activities are recognised
net of service taxes and discounts on completion of each stage of the assignment.

Dividend income is recognised when the shareholder’s right to receive payment is established.
Premiums and contributions from general insurance and general takaful businesses, respectively are recognised

as income in a financial period in respect of risks assumed during that particular financial period. Inward treaty
reinsurance premiums are recognised on the basis of periodic advices received from ceding insurers.
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SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

(xxiv) Fee and Other Income Recognition (Cont'd.)

(xxv)

Premiums and contributions for life assurance and family takaful businesses, respectively, are recognised as
income on assumption of risks and subsequent premiums are recognised on due dates. Premiums outstanding
at balance sheet date are recognised as income for the period provided they are still within the grace period
allowed for payment. Contribution income on long term policies is recognised as earned based on the time-
apportionment method.

Gross contribution for takaful business are accounted for on accrual basis in accordance with the Principles
of Shariah as advised by Mayban Takaful Berhad's Shariah Supervisory Council. Unrealised income is deferred
and receipts in advance are treated as liabilities in the balance sheet.

Rollover fees on margin accounts and management fees from management of unit trust are recognised on
an accrual basis.

Interest, Financing and Related Expense Recognition
Interest expense and attributable profit (on activities relating to IBS business) on deposits and borrowings. of
the Group and Bank are expensed as incurred.

Handling fees paid to motor vehicle dealers on hire purchase loans are charged to income statement in the
period when they are incurred in accordance with Bank Negara Malaysia Circular dated 4 July 2003.

{xxvi) Employee Benefits

(a) Short term benefits
Wages, salaries, bonuses and social security contributions are recognised as an expense in the year in
which the associated services are rendered by employees of the Group. Short term accumulating
compensated absences such as paid annual leave are recognised when services are rendered by
employees that increase their entitlement to future compensated absences. Short term non-accumulating
compensated absences such as sick leave are recognised when the absences occur.

(b) Defined Contribution Plans
As required by law, companies in Malaysia make contributions to the Employees Provident Fund ("EPF").
Certain foreign branches of the Bank and subsidiaries make contributions to their respective countries’
statutory pension schemes. Such contributions are recognised as an expense in the income statement as
incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONT’'D.)

(xxvii) Foreign Currencies

(a) Foreign Currency Transactions
Transactions in foreign currencies are initially recorded in Ringgit Malaysia at rates of exchange ruling at
the transaction dates. Monetary assets and liabilities in foreign currencies at the balance sheet date are
translated into Ringgit Malaysia at rates of exchange ruling at that date, unless hedged by forward
foreign exchange contracts, in which case the rates specified in such forward contracts are used. Non-
monetary items which are denominated in foreign currencies and carried at historical cost are translated
using the historical rate as of the date of acquisition and non-monetary items which are denominated
in foreign currencies and carried at fair value are translated using the exchange rate that existed when
the values were determined.

All exchange differences are taken to the income statement.

(b} Foreign Operations and Entities
Financial statements of foreign consolidated subsidiaries and amalgamated branches are translated at
year-end exchange rates with respect to the balance sheet, and at exchange rates at the dates of the
transactions with respect to the income statement. All resulting translation differences are recognised in equity.

The principal exchange rates for every unit of foreign currency ruling at balance sheet date used are as

follows:
o 2003
RIV] R
Singapore Dollars (SGD) 2.2096 2.1581
Hong Kong Dollars (HKD) 0.4872 0.4873
United States Dollars (USD) 3.8000 3.8000
Philippines Peso (Peso) 0.0677 0.0711
Indonesia Rupiah (IDR) 0.0004 0.0005
Papua New Guinea Kina (Kina) 1.1989 1.0868
Brunei Dollars (BND) 2.2096 2.1581
Great Britain Pound (GBP) 6.8624 6.2772
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SIGNIFICANT ACCOUNTING POLICIES {CONT'D.)

{(xxviil) Foreign Exchange Contracts

{xxix)

{(xxx)

(xxxi)

Foreign exchange trading positions, including spot and forward contracts, are revalued at prevailing market
rates at balance sheet date and the resultant gains and losses are recognised in the income statement.

interest Rate Swaps and Futures Contracts
The Group and the Bank use interest rate swaps and futures contracts mainly in their overall interest rate
risk management.

Interest income or interest expense associated with interest rate swaps that qualify as hedges is recognised
over the life of the swap agreement as a component of interest income or interest expense.

Gains and losses on interest rate swaps and futures contracts that do not qualify as hedges are recognised
in the current year using mark-to-market method and are included in the income statement.

Cash and Cash Equivalents
For the purpose of the cash flow statements, cash and cash equivalents include cash and bank balances and
short-term funds with remaining maturity of less than one month.

Impairment of Assets

At each balance sheet date, the Group and the Bank review the carrying amounts of the assets, other than
financial instruments to determine whether there is any indication of impairment. If any such indication exists,
impairment is measured by comparing the carrying values of the assets with their recoverable amounts.
Recoverable amount is the higher of net selling price and value in use, which is measured by reference to
discounted future cash flows.

An impairment loss is recognised as an expense in the income statement immediately. Reversal of impairment
losses recognised in prior years is recorded when there is an indication that the impairment losses recognised
for the asset no longer exist or have decreased.

(xxxii) Financial Instruments

Financial instruments are recognised in the balance sheet when the Group has become a party to the
contractual provisions of the instrument. The accounting policies on recognition and measurement of these
items are disclosed in their respective accounting policies.

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual
arrangement. Interest, dividends and gains and losses relating to a financial instrument classified as a liability,
are reported as expense or income. Distributions to holders of financial instruments classified as equity are
charged directly to equity. Finandcial instruments are offset when the Group has a legally enforceable right to
offset and intends to settle either on a net basis or to realise the asset and settle the liability simultaneously.

L\,\
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4, CASH AND SHORT-TERM FUNDS

1 ‘! Group Bank
| 2604 2003 2004 20608
RIVIX000) RM000 RIVIx000, RIVEO00)
Cash, balances and deposits with banks and
other financial institutions 23,005,745 16,541,227 19,527,827 13,686,225
Money at call 3,335 98,402 — 4,381

23,009,080 16,639,629 19,527,827 13,690,606

Included in cash and short-term funds of the Group are monies held in trust of RM65,114,584 (2003:
RM33,318,055) in respect of the stockbroking business.

5. DEPOSITS AND PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS

| | Group Bank
2004 2003 004 2003
RIVI0OO) RM'000 RIVIKOOO RIVEQQ)
Licensed banks 2,395,218 3,052,725 3,233,049 4,654,338
Licensed finance companies 20,041 215,993 — 40,000
Licensed merchant banks 145,648 64,900 123,600 184,500
Bank Negara Malaysia 3,825,766 1,877,168 2,506,166 1,795,168
Other financial institutions 300,117 441,493 266,673 581,933

6,686,790 5,652,279 6,129,488 7,255,839

Included in deposits with other financial institutions is an amount of USD10,000,000 (2003: USD10,000,000) or
Ringgit Malaysia equivalent of RM38,000,000 (2003: RM38,000,000) pledged with the New York State Banking
Department in satisfaction of capital equivalency deposit requirements,
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SECURITIES PURCHASED UNDER RESALE AGREEMENTS

The underlying securities purchased under resale agreements are as follows:

Group Bank
WFEeD - RW000 RVFE00 RWVFRO0
Malaysian Government Securities 665,527 — 665,527 —
Foreign government bonds — 385,963 — 385,963
Foreign government treasury bills 57,365 196,040 57.365 196,040
Negotiable instruments of deposits 10,739 3,005 —_ —
733,631 585,008 722,892 582,003
DEALING SECURITIES
- - - Bank
2004 . 2008
RIVIEOO0) RM000 RIVEO00) RM000
Money market instruments:
Malaysian Government Securities 43,835 75,259 —_ —
Cagamas bonds — 24,989 — 24,989
Malaysian Government treasury bills 43,364 — 43,364 —
Bank Negara Malaysia bills and notes 69,982 — 69,982 —
Bankers’ acceptances and Islamic accepted bills 25,693 159,873 - —
Danamodal bonds — 3,891 —_ —
Danaharta bonds — 14,418 — —
Khazanah bonds — 169,338 — —
Foreign government treasury bills 456 69,678 456 —
Foreign certificates of deposit 66,221 70,904 — —
249,551 594,350 113,802 24,989
Quoted securities:
Shares, trust units and loan stocks
quoted in Malaysia 1 8 — —
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DEALING SECURITIES (CONT'D.)

f Group Bank
20104 2003 2002 2003
RIVIZ000, RMC00 RMZ000) Ri"000
Unquoted securities:
Private and Islamic debt securities in Malaysia 50,005 110,269 50,005 —
Foreign public authority and
private debt securities — 72,009 — 72,009
50,005 182,278 50,005 72,009
299,557 776,636 163,807 96,998
Market value of quoted securities:
Shares, trust units and loan stocks
quoted in Malaysia 1 8 — _
Indicative value of unguoted securities;
‘Malaysian Government Securities 43,835 75,444 — —
Cagamas bonds — 24,993 —_ 24,993
Malaysian 'Government treasury bills 43,377 — 43,377 —
Bank Negara Malaysia bills and notes 69,977 — 69,977 —
Danamodal bonds — 8,915 —_ —
Danaharta bonds — 14,441 — —
Khazanah bonds — 170,720 —_ —
Foreign government treasury bills 456 69,678 456 —
Foreign certificates of deposit 66,221 70,904 — —
Private and Islamic debt securities in Malaysia 50,067 112,925 50,067 —
Foreign public authority and
private debt securities — 72,009 — 72,009

Bankers' acceptances, Islamic accepted bills and negotiable instruments of deposits'
market value due to their relatively short maturities.

carrying values approximate the




8. INVESTMENT SECURITIES

Group Bank

R - 2003 2003 2003
‘ RMAED RM°G00 RM0ED RM000

Money market instruments:
Malaysian Government Securities 4,554,773 3,267,135 3,938,439 2,529,118
Cagamas bonds 2,067,263 2,284,334 1,353,007 1,194,934
Foreign government securities 1,305,974 1,386,868 1,153,814 1,268,800
Malaysian Government treasury bills 398,782 210,611 398,782 210,611

Malaysian Government

Investment certificates and issues 430,352 254,896 329,240 203,672
Cagamas notes — 133,256 — 133,256
Bank Negara Malaysia bills and notes —_ 1,298,817 —_ 1,258,817
Foreign government treasury bills 889,751 161,521 787,747 101,204
Negotiable instruments of deposits 1,724,783 2,453,415 1,969,979 2,608,154
Bankers’ acceptances and lIslamic accepted bills 5,471,975 2,832,969 4,806,806 2,321,192
Khazanah bonds 405,847 327,610 161,834 218,224
Danaharta bonds 190,120 439,150 46,933 62,067

Danamodal bonds — 99,154 — 716

17,439,620 15,149,736 14,946,581 12,110,765

Quoted securities:

In Malaysia;

Shares, warrants, trust units and loan stocks 783,307 657,162 537,535 477,358
783,307 657,162 537,535 477,358

Outside Malaysia:

Shares, warrants, trust units and loan stocks 77,938 132,498 53,876 107,592
861,245 789,660 591,411 584,950

A
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8. INVESTMENT SECURITIES (CONT'D.)

{] Group Bank -
2,004 2003 2002 2003
RIVIZ000 RM'CO0 RVIROOO! RM’000
Unquoted securities:
Shares, trust units and loan stocks
in Malaysia (Note 8(v)) 1,448,717 1,111,500 897,319 643,199
Private and Islamic debt securities in Malaysia 6,590,636 6,223,290 3,877,439 3,525,645
Malaysian Government bonds 453,146 612,368 453,146 612,368
Foreign government bonds ‘ 37,895 38,020 37,895 38,020
Foreign private debt securities 3,062,639 2,058,201 2,843,892 1,850,619
Credit linked note (Note 8(vi)) 190,000 190,000 190,000 190,000
Others 1,562 1,562 1,562 1,562
11,784,595 10,234,941 8,301,253 6,861,413
Total investments securities at cost 30,085,460 26,174,337 23,839,245 19,557,128
Net accretion of discounts/
{amortisation of premiums) (34,474) 32,194 (74,791) (17,127)
Provision for diminution in value of:
Shares, warrants, trust units and
loan stocks quoted in Malaysia (376,441) (260,247) (280,624) (177,610)
Shares, warrants, trust units and loan stocks
quoted outside Malaysia (49,124) (98,080) (48,473) (97.177)
Foreign government bonds
and private debt securities (151,054) (124,596) {150,871) (124,596)
Unguoted shares, trust units and loan stocks (614,916) (437,001) (478,543) (297,666)
Unguoted private and Islamic debt securities ' (156,031) (155,354) (105,803) (107,130)
(1.347,566) (1,075,278) (1,064,314) (804,179)

28,703,420 25,131,253 22,700,140 18,735,822
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8. INVESTMENT SECURITIES (CONT'D.)

Group Bank
S T R : 2003 2003
BRI R0 RM’G00 RM’CC0
() Market value of guoted securities:
Shares, warrants, trust units and
loan stocks quoted in Mzlaysia 615,363 488,161 400,654 332,456
Shares, warrants, trust units and
loan stocks guoted outside Malaysia 36,547 50,538 10,270 26,590
651,910 538,699 410,924 359,046
(i) Indicative value of unquoted securities:
Shares, trust units and loan stocks
in Malaysia 872,486 1,000,319 418,961 678,697
Malaysian Government Securities 4,422,559 3,182,681 3,815,265 2,475,216
Cagamas bonds 2,056,662 2,276,049 1,346,930 1,197,816
Foreign government securities 1,307,034 1,305,861 1,154,947 1,293,293
Malaysian Government treasury bills 398,760 210,659 398,760 210,659
Malaysian Government
Investment certificates and issues 437,029 261,986 335,034 208,493
Cagamas notes — 133,207 — 133,207
Bank Negara Malaysia bills and notes — 1,257,457 — 1,257,457
Foreign government treasury bills 889,482 100,803 787,477 100,903
Khazanah bonds 428,590 370,883 169,841 242,910
Danaharta bonds 220,275 498,156 53,039 67,793
Danamodal bonds —_ 105,522 — 729
Malaysian Government bonds 519,485 759,094 519,485 759,094
Foreign government bonds 39,617 44,182 39,617 44,182
Foreign private debt securities , 3,058,531 2,060,430 2,862,176 1,870,111
Private and Islamic debt securities
in Malaysia 6,444,301 6,212,075 3,727,649 3,605,030
Credit linked note 190,000 190,000 190,000 190,000

Bankers’ acceptances, islamic accepted bills and negotiable instruments of deposits’ carrying values approximate
the market value due to their relatively short maturities.
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8. INVESTMENT SECURITIES (CONT'D.)

l k] Group Bank
) 2000 2003 2004 2003
RIVIZ000) RM'00Q RIVIKOOO) RM000
(i) The maturity structure of money market
instruments held for investments
are as follows:
Maturing within one year 9,586,278 10,655,615 8,796,280 8,673,900
One year to three years 3,143,376 1,365,819 2,383,655 837,233
Three years to five years 4,078,784 2,602,012 3,311,268 2,140,504
After five years 631,182 526,290 455,378 459,128

17,439,620 15,149,736 14,946,581 12,110,765

(iv) Included in the investment securities are
the following securities sold under
repurchase agreements:

Negotiable instruments of deposits 1,072,905 2,369,965 1,072,905 2,369,965

Bankers’ acceptances and
Islamic accepted bills 1,818,634 238,098 1,308,417 —
Private debt securities 1,010,680 629,171 871,553 569,275
Cagamas bonds —_ 20,000 — —
3,902,219 3,257,234 3,252,875 2,939,240

(v} Included in unquoted shares, trust units and loan stocks in Malaysia are 4,545,455 (2003: Nil) ordinary shares
in Bursa Malaysia Berhad (formerly known as the Kuala Lumpur Stock Exchange Berhad), received by the Group
arising from the demutualisation of Bursa Malaysia Berhad which was completed on 5 January 2004. Under
-Section 4(4) of the Demutualisation (Kuala Lumpur Stock Exchange) Act 2003, the shares cannot be disposed
without the appropriate regulatory approvals until and unless such shares have been listed. In the absence of
more detailed information, the directors consider that the underlying net tangible asset value of RM2.74 per
share as reflected in the latest audited financial statements of Bursa Malaysia Berhad as at 31 December 2003
is a reasonable indicator of fair value.
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8.

INVESTMENT SECURITIES {CONT'D.)

i)

(vii)

{viii)

The credit linked note has a face value of USD50,000,000 (2003: USD50,000,000) or Ringgit Malaysia
equivalent of RM190,000,000 (2003: RM190,000,000) with an embedded credit default swap. The note would
be redeemed at face value on maturity date provided there is no occurrence of a specified credit event affecting
the reference entity or its abligations. If there is an accurrence of a credit event, the underlying asset (the
reference obligation of the reference entity), or a cash settlement amount to be determined with reference to
the market value of the underlying asset in accordance with the terms of the contract, would be delivered by
the issuer of the note.

Included in the provision for diminution in value for investment securities above for the year are specific
provision and interest/income-in-suspense transferred from loans, advances and financing as a result of loans
converted to investment securities as follows:

Group Bank
: Lol 2004 2003 2804 2003
NRIVO000) RM'000 RIVIZ00E RV"000
Specific provision 147,056 277,788 129,844 224,577
Interest/income-in-suspense 14,882 42,722 5,535 32,188

Included in foreign private debt securities of the Group and the Bank above is an amount of USD12,000,000
{2003: USDNIl} or Ringgit Malaysia equivalent of RM45,600,000 (2003: RMNil) pledged to a foreign bank, which
is the counter party for asset swap transactions with total underlying amount of USD50,000,000 or Ringgit
Malaysia equivalent of RM190,000,000. The asset swap transactions include interest rate swaps that qualify as
hedges in accordance with the Group policy and have been accounted for as such in the financial statements.




9.

LOANS, ADVANCES AND FINANCING

[ 11 Group Bank
2004 2003 2004 20083
RIVIZ000 RM'000 RIVIZ0G0 RM'00Q
Overdrafts 13,520,006 13,926,830 13,500,944 13,913,157
Term loans
— Fixed rate 5,539,708 6,874,230 5,120,578 5,334,302
— Floating rate 78,022,308 73,456,266 64,146,529 60,234,508
Credit card receivables 1,801,054 1,637,624 1,429,191 1,223,837
Bills receivable 967,646 1,054,503 963,398 1,087,409
Trust receipts 2,188,718 1,850,684 2,177,759 1,835,325
Claims on customers under acceptance credits 9,528,189 7,956,983 9,502,374 7.967,262
Hire purchase and block discounting receivables 17,014,339 15,459,562 4,459,482 3,211,464
Floor stocking receivables 116,744 106,159 68,590 50,862
Lease receivables 39,410 47,578 —_ —
Factored receivables 37,256 22,453 37,077 22,274
Staff loans 1,060,504 1,038,367 810,876 796,523
Housing loans to
— Executive directors of the Bank 219 121 219 121
~ Executive directors of subsidiaries 1,993 2,588 1,519 2,143
Others 21,556 22,083 - —
129,859,650 123,496,031 102,218,536 95,679,687
Unearned interest and income (11,652,467) (11,098,650) (8,725,941) (8,090,522)
Gross loans, advances and financing 118,207,183 112,397,381 93,492,595 87,589,165
Provision for bad and doubtful debts
— Specific (3,624,130) (4,541,801 (2,688,326) (3,405,370)
—~ General (3,621,007) (3,474,440) (2,689,417) (2,590,235)
Interest/income-in-suspense (1,891,555) (1,892,670) (1,396,440) (1,433,206)
Net loans, advances and financing 109,070,491 102,488,470 86,718,412 80,160,354
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9.

Domestic operations:

Agriculture 2,295,383 2,011,006 2,263,791 1,867,113
Mining and quarrying 211,631 190,214 201,387 178,165
Manufacturing 12,986,979 13,081,554 12,659,240 12,743,303
Electricity, gas and water 1,770,947 1,481,811 1,751,147 1,466,271
Construction 6,213,481 5,838,436 5,437,549 5,052,043
Real estate 1,586,567 1,864,800 1,473,110 1,663,880
Purchase of landed properties:
— Residential 21,922,395 19,462,847 17,581,817 15,114,230
— Non-residential 6,136,783 5,604,856 4,940,639 4,255,361
— Less islamic loans sold to Cagamas (114,380) (127,268) (114,380) (127,268)
General commerce 6,696,875 6,274,396 6,150,848 5,669,913
Transport, storage and communication 1,443,847 2,150,588 1,345,754 2,057,910
Finance, insurance and business service 11,383,087 11,790,919 11,235,411 11,733,813
Purchase of securities 6,438,100 6,517,893 4,443,384 4,458,600
Purchase of transport vehicles 10,043,289 9,890,646 34,395 36,603
— Less Islamic loans sold to Cagamas (351,994) (425,341) —_ —
Consumption credit 4,161,734 3,771,047 3,465,493 3,072,242
Others 2,991,656 3,143,422 2,773,109 2,869,384
95,816,380 92,521,826 75,642,694 72,211,563
Labuan Offshore 4,048,468 3,891,741 — —
Total domestic operations 99,864,848 96,413,567 75,642,694 72,211,563
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9.

LOANS, ADVANCES AND FINANCING (CONT'D.)

(i) Loans, advances and financing analysed by their economic purposes are as follows (Cont'd.):

} ( Group Bank
004! 2003 2004 2003
RIVI{000) RM'000 RIMVO00; RM’C00
Overseas operations:
Singapore 14,987,617 12,624,627 14,987,617 12,624,627
United States of America 407,307 416,435 407,307 416,435
United Kingdom 142,283 114,549 142,283 114,549
Hong Kong 1,330,594 1,485,905 1.330,594 1,485,905
Brunei 265,031 273,461 265,031 273,461
Vietnam 262,077 234,410 262,077 234,410
Cambodia 69,249 62,418 69,249 62,418
China 385,743 165,797 385,743 165,797
Papua New Guinea 29,535 29,174 — —
Philippines 404,837 502,129 — —
indonesia 58,062 74,909 — —
18,342,335 15,983,814 17,849,901 15,377,602
118,207,183 112,397,381 93,492,595 87,589,165
The maturity structure of loans, advances and financing is as follows:
Group Bank
2004 2003 2004 2003
RIVKOO0; RM'000 RV000; RMC00
Maturity within one year 48,436,728 45,571,121 44,305,659 41,725,706
One year to three years 10,837,391 11,581,574 6,023,639 6,309,731
Three years to five years 14,821,650 14,833,099 8,350,988 8,362,349
After five years 44,111,414 40,411,587 34,812,309 31,191,379
118,207,183 112,397,381 93,492,595 87,589,165
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9. LOANS, ADVANCES AND FINANCING (CONT'D.)

(i)

Movements in the non-performing loans, advances and financing (including interest and income receivables) are

as follows:
Group Bank
e 2006 - 2003 . 2008 . 2003
B RMAEED  RM'000 RIVEOO0 RI’000
Gross balance at beginning of year 13,037,159 13,531,560 9,799,074 10,164,558
Classified during the year 6,962,093 6,813,140 5,481,905 5,230,950
Recovered/regularised during the year (5,646,100) (5,907,386) (4,217,085) (4,427,425)
Amount written off (1,907,297) {861,557) (1,526,796) (707,352)
Converted to investment securities (220,440) (582,047) (135,379) (486,046)
Exchange differences and expenses
debited to customers’ accounts 48,841 43,449 56,962 24,389
Gross balance at end of year 12,274,256 13,037,159 9,458,681 9,799,074
Less:
- Specific provision (3.624,130) (4,541,801) (2,688,326) (3,405,370)
- Interest/income-in-suspense (1,891,555) (1,892,670) (1,396,440) (1,433,206)
Net balance 6,758,571 6,602,688 5,373,915 4,960,498
Gross loans, advances and financing 118,207,183 112,397,381 93,492,595 87,589,165
Add: islamic loans sold to Cagamas 466,374 552,609 114,380 127,268
118,673,557 112,949,990 93,606,975 87,716,433
Less:
- Specific provision (3,624,130) (4,541,801) (2,688,326) (3,405,370)
- Interest/income-in-suspense (1,891,555) (1,892,670) (1,396,440) (1,433,206)
Net loans, advances and financing
(including Islamic loans sold to Cagamas) 113,157,872 106,515,519 89,522,209 82,877,857
Ratio of net non-performing loans 5.97% 6.20% ' 6.00% 5.99%
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9. LOANS, ADVANCES AND FINANCING (CONT'D.)

(ivi Movements in the provision for bad and doubtful debts and interest/income-in-suspense are as follows:

‘ : Group ~ Bank

‘ 2004, 2008 2004, 2003

RIVIOOO, RMC00 RIVIX000; RM’0C0O

Specific provision
Balance at beginning of year 4,541,801 4,626,185 3,405,370 3,570,503
Provision made during the year 2,265,460 2,732,478 1,069,534 1,461,355
Amount written back in respect

of recoveries (1,586,062) (1,802,044) (491,056) (708,535)
Amount written off (1,379,029) (573,207) (1,085,909) (512,830)
Transfer to general provision (11,428) (2,384) (11,801) (3,360)
Transfer to provision for diminution

in value of investments (147,056) (277,788) (129,844) (224,577)
Transfer to provision for restructured/ )

rescheduled loans and financing (63,893) (176,216) (76,227) (176,216)
Exchange differences 4,337 14,777 8,259 (870)
Balance at end of year 3,624,130 4,541,801 2,688,326 3,405,370
General provision
Balance at beginning of year 3,474,440 3,282,202 2,590,235 2,455,641
Provision made during the year 179,835 192,220 84,768 130,586
Amount written back (47.147) (2,464) — —
Transfer from specific provision 11.428 2,384 11,801 3,360
Exchange differences 2,451 98 2,613 648
Balance at end of year 3,621,007 3,474,440 2,689,417 2,590,235
As a percentage of total loans

(including Islamic loans sold to Cagamas,

less specific provision and interest/

income-in-suspense) 3.20% 3.26% 3.00% 3.13%
As a percentage of total risk-weighted

assets, excluding deferred tax assets 2.92% 2.96% 2.81% 2.87%

190 Maybank 2004 Annual Report




9. LOANS, ADVANCES AND FINANCING (CONT'D.)

(iv) Movements in the provision for bad and doubtful debts and interest/income-in-suspense are as follows:

Group Bank

ROS060

RMVPO00

Interest/income-in-suspense

Balance at beginning of year 1,892,670 1,729,794 1,433,206 1,266,496
Provision made during the year 1,094,638 1,184,699 800,800 824,842
Amount written back in respect of recoveries (607,847) (595,820) (410,380) (376,631)
Amount written off (492,562) (341,904) (440,887) (194,522)
Transfer to provision for diminution in value

of investments (14,882) (42,722) (5,535) (32,188)

Transfer from/to) interest/income-in-
suspense for restructured/rescheduled

loans and financing 14,851 (54,662) 14,851 (54,662)
Exchange differences 4,687 13,285 4,385 (129)
Balance at end of year 1,891,555 1,892,670 1,396,440 1,433,206

(v) Included in loans, advances and financing of the Group and the Bank are bankers’ acceptances sold under
repurchase agreements amounting to RM3,085,811,500 (2003: RM2,129,338,154).

10. OTHER ASSETS

Groupﬁ

CRMIOED . RM000 ERRIVIE000N
Interest receivable 476,818 430,734 416,198 366,494
Other debtors, deposits and prepayments 1,412,120 1,452,387 357,093 316,634
Foreclosed properties 117,270 96,926 54,689 57,283
Investment properties 70,219 68,544 —_ —
2,076,427 2,048,591 827,980 740,411
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11. STATUTORY DEPOSITS WITH CENTRAL BANKS

;: Group Bank
002, 2003 20024} 2003
RIVIHOOO; RM'000 RIVIIGO0) RMC00
With Bank Negara Malaysia 3,122,298 2,918,304 2,406,000 2,236,000
With other Central Banks 521,901 403,334 449,634 385,399
3,644,199 3,321,638 2,855,634 2,621,399

The non-interest-bearing statutory deposits maintained with Bank Negara Malaysia are in compliance with Section
37(1)(c) of the Central Bank of Malaysia Act, 1958 (Revised 1994), the amounts of which are determined as set
percentages of total eligible liabilities. The statutory deposits of the foreign branches and subsidiaries are
denominated in foreign currencies and maintained with the Central Banks of respective countries, in compliance with
the applicable legislations.

12. INVESTMENT IN SUBSIDIARIES

\i Bank

002 2008
RIM000; RMVIO00

Unquoted shares, at cost
- In Malaysia 1,518,057 1,518,110
- Qutside Malaysia 693,974 693,405
2,212,031 2,211,515
Less: Provision for diminution in value (342,802) (342,802)
1,869,229 1,868,713
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12. INVESTMENT IN SUBSIDIARIES (CONT'D.)

Details of the subsidiaries are as follows:

VPrincipaIH - Cour;try of
Name of Company Activities Incorporation  Issued and Paid-up Share Capital Effective Interest
2004 2003 2004 2003
% %
Banking
PT Bank Maybank Indocorp® Banking Indonesia  493,819,000,0007  493,819,000,000" 939 939
Maybank International (L) Ltd.  Offshore banking Malaysia 10,000,000> 10,000,000° 100.0  100.0
Maybank (PNG) Limited® Banking Papua New 5,000,000° 5,000,000° 1000  100.0
Guinea
Maybank Philipspines, Banking Philippines 3,147,156,390"* 3,147,156,390" 99.97  99.97
Incorporated
Finance
Mayban Finance Berhad Finance Malaysia 551,250,000 551,250,000 100.0 100.0
MFSL Limited Under member's  Singapore 12,000,000° 12,000,000° 100.0  100.0
voluntary
liquidation
Sifin Berhad Ceased Malaysia 100,000,000 100,000,000  100.0 100.0
operations
Aseamlease Berhad Leasing Malaysia 20,000,000 20,000,000 100.0 100.0
Mayban Allied Credit & Financing Malaysia 10,000,000 10,000,000 100.0 100.0
Leasing Sdn. Bhd.
Aseam Credit Sdn. Bhd. Hire purchase . Malaysia 20,000,000 20,000,000 100.0 100.0
Mayban Factoring Berhad Factoring Malaysia 2,000,000 2,000,000 100.0 100.0
Insurance
Mayban Fortis Holdings Berhad  Investment Malaysia 170,570,000 170,570,000 70.0 70.0
holding ‘
Mayban Life Assurance Bhd. Life insurance Malaysia 100,000,000 100,000,000 62.0 62.0
Mayban Life International Offshore life Malaysia 3,500,000° 3,500,000 620" 434
(Labuan) Ltd insurance
Mayban General General Malaysia 178,171,233 178,171,233 64.8 64.8
Assurance Berhad insurance
Mayban Takaful Berhad Takaful Malaysia 35,000,000 35,000,000 70.0 70.0
insurance
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12. INVESTMENT IN SUBSIDIARIES (CONT’D.)

‘i Principal Country of
Namé of Company Activities Incorporation  Issued and Paid-up Share Capital Effective Interest
2004 2003 2004 2003
%
Investment Banking
Aseambankers Malaysia Berhad ~ Merchant Malaysia 50,116,000 50,116,000 75.0 75.0
banking
Mayban Securities (Holdings) Investment Malaysia 162,000,000 162,000,000 100.0 100.0
Sendirian Berhad holding
Mayban Securities Sendirian Stock Malaysia 124,000,000 124,000,000  100.0  100.0
Berhad broking
Mayban ‘Discount Berhad Discount house  Malaysia 45,000,000 45,000,000 92.5 925
Mayban Futures Sdn. Bhd. Ceased Malaysia 10,000,000 10,000,000 100.0 100.0
operations in
the financial year
Mayban ‘Securities (HK) Limited®  Stockbroking ~ Hong Kong 30,000,000° 30,000,000° 100.0  100.0
Mayban ‘Securities (Jersey) Investment United 2’ 2’ 1000  100.0
Limited® holding Kingdom
PhileoAllied Securities Stockbroking Philippines 21,875,000* 21,875,000°  100.0  100.0
(Philippines) Inc.®
Budaya Tegas Sdn. Bhd. Under member's  Malaysia 2 2 100.0 1000
voluntary
liguidation
Asset Management/Trustees/Custody
Mayban Property Trust Ceased Malaysia 5,000,000 5,000,000 100.0 100.0
Management Berhad operations
Mayban Unit Trust Berhad Unit trust fund Malaysia 4,000,000 4,000,000 93.8 93.8
(formerly known as Mayban management
Management Berhad)
Mayban International Trust Dormant Malaysia 150,000 150,000  100.0  100.0

(Labuan) Berhad
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12. INVESTMENT (N SUBSIDIARIES (CONT'D.)

~ Principal Country of f
Name of Company Activities Incorporation  Issued and Paid-up Share Capital Effective Interest
Asset Management/Trustees/Custody (Cont'd.)
Mayban Offshore Corporate Dormant Malaysia 2 2 1000 100.0
Services (Labuan) Sdn. Bhd.
Mayban Trustees Berhad Trustee services  Malaysia 500,000 500,000 100.0 100.0
Mayban Ventures Sdn. Bhd. Venture capital Malaysia 14,000,000 14,000,000 92.5 82,5
Mayban Venture Capital Venture capital Malaysia 2 2 1000 100.0
Company Sdn. Bhd.
RPB Venture Capital Venture capital  Philippines 8,560,000 8,560,000° 60.0  60.0
Corporation8
Mayban-JAIC Capital Investment Malaysia 2,000,000 2,000,000 47.2 47.2
Management Sdn. Bhd. advisory and
administration
services
Mayban Investment Fund Malaysia 5,000,000 5,000,000 90.4 30.4
Management Sdn. Bhd. management
Philmay Property, Inc.t Property leasing  Philippines 100,000,000 * 100,000,000  60.0 60.0
and trading
Mayban (Nominees) Nominee Malaysia 31,000 31,000 1006 100.0
Sendirian Berhad services
Mayban Nominees Nominee Malaysia 10,000 10,000 100.0 100.0
{(Tempatan) Sdn. Bhd. services
Mayban Nominees (Asing) Nominee Malaysia 10,000 10,000  100.0 100.0
Sdn. Bhd. services ‘
Mayban Nominees (Singapore) Nominee Singapore 60,000° 60,000° 1000  100.0
Private Limited ® services
Mayban Nominees Nominee Hong Kong 3¢ 3% 1000 1000
{(HongKong) Limited 8 services
Aseam Malaysia Nominees Nominee Malaysia 10,000 10,000 75.0 75.0
(Tempatan) Sdn. Bhd. services
Aseam Malaysia Nominees Nominee Malaysia 10,000 10,000 75.0
(Asing) Sdn. Bhd. services
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12. INVESTMENT IN SUBSIDIARIES (CONT'D.)

‘( 1 Principal Count& of
| Name| of Company Activities Incorporation  Issued and Paid-up Share Capital Effective Interest
2004 2008 08 2008
% %
Asset Management/Trustees/Custody (Cont'd.)
Mayfin Nominees (Tempatan) Nominee Malaysia 10,000 10,000 100.0  100.0
Sdn. Bhd. services
Mayban Securities Nominees Under member's  Malaysia 10,000 10,000 100.0 1000
Sdn. Bhd. voluntary
liquidation
Mayban Securities Nominees Nominee Malaysia 10,000 10,000 100.0 1000
{Ternpatan) Sdn. Bhd. services
Mayban Securities Nominees Nominee Malaysia 10,000 10,000 1000 1000
(Asing) Sdn. Bhd. services
AFMB Nominees (Tempatan) Nominee Malaysia 10,000 10,000  100.0 1000
Sdn. Bhd. services
Mayban Allied Berhad Investment Malaysia 753,908,638" 704,000,000 100.0  100.0
holding
Anfin Berhad Dormant Malaysia 106,000,000 106,000,000 100.0  100.0
Mayban Allied Nominees Under member's  Malaysia 40,000 40,000 100.0 100.0
{Tempatan) Sdn. Bhd. voluntary
liguidation
Mayban Allied Nominees (Asing)  Under members — Malaysia 10,000 10,000 1000 1000
Sdn. Bhd. voluntary
liquidation
Mayban Allied Property Holdings  Dormant Malaysia 2,000,000 2,000,000 100.0 1000
Sdn. Bhd.
PhileoAllied Trustee Berhad Under members  Malaysia 150,000 150,000 100.0 100.0
voluntary
liguidation
Maysec (lpoh) Sdn. Bhd. Under member’s  Malaysia 100,000,000 100,000,000 1000  100.0
voluntary
liquidation
Maysec Nominees (Asing) Under member’s  Malaysia 2 2 1000 1000
Sdn. 8hd.® voluntary
liguidation
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12. INVESTMENT IN SUBSIDIARIES (CONT'D.)

~ Countryof -
Incorporation

PrinEcibAal '
Activities

Name of Compan Issued and Paid-up Share Capital Effective Interest ‘

6B .. 2000 2003
g

Asset Management/Trustees/Custody (Cont'd.)

Maysec Nominees (Tempatan) Under member’s  Malaysia 2 2 1000 1000
Sdn. Bhd.® voluntary
liquidation
Mayban Pacific Nominees Under members  Malaysia 2 2 1000 1000
(Asing) Sdn. Bhd. voluntary
fliquidation
Mayban Pacific Nominees Under members  Malaysia 10,000 10,000 100.0 100.0
(Tempatan) Sdn. Bhd. voluntary
liquidation
Mayban PB. Holdings Sdn. Bhd.  Property Malaysia 1,000,000 1,000,000 100.0 100.0
investment
Mayban Property (PNG) Property Papua New 2} 2% 1000 100.0
Limited ® investment Guinea
Kerlipan Bersinar Sdn. Bhd. Investment Malaysia 7,946,679 7,946,679 72.7 72.7
holding
Inter-City MPC (M) Sdn. Bhd.® Mail processing Malaysia 7,200,000 7,200,000 72.7 72.7
services
Note

) indonesia Rupiah (IDR)

(2) United States Dollars (USD)

(3) Papua New Guinea Kina (Kina)

(4) Philippines Peso (Peso)

(5) Singapore Dollars (SGD)

(6) Hong Kong Dollars (HKD)

(7) Great Britain Pound (GBP)

(8) Audited by firms affiliated with Ernst & Young

9) Audited by firms of auditors other than Ernst & Young

(10) Increase as a result of additional interest acquired by Mayban Life Assurance Berhad, a subsidiary of the Bank
(Note 46(b))

(11)  Increase as a result of capitalisation of pre-acquisition retained profits by way of bonus issue in the subsidiary
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13. INVESTMENT IN ASSOCIATES

}r 7 Group Bank
2004 2003 2004 2008
RIVIX0Q0; RM0CO RIVIZ000)
Unguoted shares, at cost 12,720 12,720 9,740 9,740
Exchange differences 1,861 1,892 — —
Share of post-acquisition reserves 4,326 2,689 — —
18,907 17,301 9,740 §,740
Represented by the Group's share of:
Net tangible assets 18,907 17,301
Details of the associates are as follows:
! x - Country of Principal
Nam:e1 of Company Effective Interest Incorporation Activities
! 206 2003
Computer Recovery Centre Sdn. Bhd. 45% 45% Malaysia Computer disaster

recovery services

UzbeklLeasing International A. O. 35% 35% Uzbekistan Leasing
Philmay Holding, Inc. 33% 33% Philippines Investment holding
Baiduri Securities 5dn. Bhd. 39% 39% Brunei Under members’

voluntary liquidation
TX 123 Sdn. Bhd. 50% 50% Malaysia E-commerce business

Pelaburan Hartanah Nasional Berhad 30% 30% Malaysia Property trust
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14. PROPERTY, PLANT AND EQUIPMENT

Office

Furniture,
Fittings, Electrical
Equipment  Computers and
and and Security Motor  Buildings-in
Group *Properties Renovations  Peripherals Equipment  Vehicles Progress Total

RWO00  RMOED (4600 RIVIZOOOREEERIV000) RVIE000 RM'@@O

Cost

Balance at 1 July 2003 1,211,432 662,973 953,733 149,291 18,603 38,947 3,034,979
Additions 2,790 20,913 77,452 2,033 1,396 54,720 159,304
Disposals (8,859) (6,812) (6,426) (332) (303) 9 (22,741}
Write-offs — (28,353) (5,696) (3.677) (561) — (38,287)
Transfers 7,818 48,958 23 2,029 — (61,284) (2,456)
Exchange differences 996 972 2,236 124 (78) — 4,250
Balance at 30 June 2004 1,214,177 698,651 1,021,322 149,468 19,057 32,374 3,135,049

Accumulated Depreciation
and Impairment Losses
Balance at 1 July 2003

Accumulated depreciation 212,683 528,591 746,180 110,317 13,297 — 1,611,068
Accumulated impairment
losses 3,938 — — — — — 3,838
216,621 528,591 746,180 110,317 13,297 — 1,615,006
Charge for the year ‘

{Note 29) 20,894 54,732 94,524 7,885 2,610 — 180,645
fmpairment loss (Note 29) 233 4 — — — — 237
Disposals {1,375) (3,623) (3,964) (306} {915) — (10,183)
Write-offs — (28,197) (5,590) (3,649) 2) — (37,438)
Transfers — (31 — — — — (31
Exchange differences 1,079 801 1,979 80 52 — 3,991

Balance at 30 June 2004 237,452 552,277 833,129 114,327 15,042 — 1,752,227
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14. PROPERTY, PLANT AND EQUIPMENT (CONT'D.)
~ Office .
‘(} Furniture,
‘ Fittings, Electrical
\1 Equipment  Computers and
i and and Security Motor  Buildings-in ‘
Group (Cont'd.) *Properties Renovations Peripherals Equipment  Vehicles Progress Total
‘ RIVIZ000) RIVI000 RM000 RN1Z000 RME000 RNZ000 RIVIz000)

Analysed as:
Accumulated depreciation 233,281 552,273 833,129 114,327 15,042 — 1,748,052
Accumulated

impairment losses 4171 4 — — — — 4175

237,452 552,277 833,129 114,327 15,042 — 1,752,227

Net Book Value
At 30 June 2004 976,725 146,374 188,193 35,141 4,015 32,374 1,382,822
At 30 June 2003 994,811 134,382 207,553 38,974 5,306 38,947 1,419,973
Details at 1 July 2002
Cost 1,204,630 625,366 852,741 145,532 53,786 23,713 2,905,768
Accumulated depreciation 195,351 498,039 688,248 103,500 44,039 — 1,529,177
Depreciation «charge

for 2003 (Note 29) 22,028 56,837 88,610 8,269 3,121 — 178,865
Amount written off

{Note 29)
At 30 June 2004 — 156 106 28 559 — 849
At 30 June 2003 — 737 33 361 — — 1,131
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14. PROPERTY, PLANT AND EQUIPMENT (CONT'D.)

* Properties consist of:

TBOiIdings on Leasehold Land éuildings on Leasehold Land
Freehold Freehold Less Than 50 Years Less Than 50 Years
Group (Cont'd.) Land Land 50 Years or More 50 Years or More Total

7700 0RENE R 11200 01N V1200 ORI V-0 cO R 00O

RIVOOOMMNRN ;0008

e

Cost

Balance at 1 Jjuly 2003 101,189 430,390 10,101 103,858 113,830 452,064 1,211,432
Additions 1,606 205 — 23 2 954 2,790
Disposals (3,491) (3,508) (515) (196) (727) (422) (8,859)
Transfers 4,462 2,556 — 1,983 (2,049) 866 7.818
Exchange differences 172 529 466 — (1,261) 1,090 996
Balance at 30 June 2004 103,938 430,172 10,052 105,668 109,795 454,552 1,214,177

Accumulated Depreciation
and Impairment Losses
Balance at 1 July 2003

Accumulated depreciation — 116,715 3,102 11,297 21,625 59,944 212,683
Accumulated impairment
fosses — 3,864 — — — 74 3,938
— 120,579 3,102 11,297 21,625 60,018 216,621
Charge for the year — 8,506 194 1,274 746 10,174 20,894
Impairment loss — 140 — — 93 — 233
Disposals — (1,034) (51) (25) (91) (174) {1,375)
Exchange differences — 299 — 1,828 100 (1,148) 1,079

Balance at 30 June 2004 — 128,490 3,245 14,374 22,473 68,870 237,452
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14. PROPERTY, PLANT AND EQUIPMENT (CONT'D.)

* Properties consist of:

! ;3 Buildings on Leasehold Land Buildings on Leasehold Land
\ ]‘ Freehold Freehold Less Than 50 Years Less Than 50 Years
; Group’g1 (Cont'd.) Land Land 50 Years or More 50 Years or More Total

RMz000 RIVIZ0GE RM000 RVE600 RIVIHO00 RVIt000 RNV000 J

Analysed as;
Accumulated depreciation — 124,486 3,245 14,374 22,380 68,786 233,281
Accumulated

impairment losses — 4,004 — — 93 74 4,171

— 128,490 3,245 14,374 22,473 68,870 237,452

Net Book Value
At 30 June 2004 103,938 301,682 6,807 91,294 87,322 385,682 976,725
At 30 June 2003 101,189 309,811 6,995 92,561 92,205 392,046 994,811
Details at 1 July 2002
Cost 103,202 432,238 10,143 104,258 120,488 434301 1,204,630
Accumulated depreciation — 112,437 2,921 10,156 20,399 49,438 195,351
Depreciation charge

for 2003 — 8,566 200 1,171 1,775 10,316 22,028
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14. PROPERTY, PLANT AND EQUIPMENT (CONT'D.)

Office
Furniture,
Fittings, Electrical
Equipment  Computers and
and and Security Motor  Buildings-in
*Properties

Renovations  Peripherals Equipment  Vehicles Progress Total

R0 00 RNINR 06 ONMIE N0 CORMMINNR 100 R RM’@@@

Cost

Balance at 1 July 2003 904,321 438,111 794,525 98,853 9,922 38,740 2,284,472
Additions 979 17,825 68,657 1,635 845 54,234 144175
Disposals (2,932) (5,045} (5,939) (317) (559) — (14,792)
Write-offs — (24,039) {2,315) (3,577) — — (29,931)
Transfers 10,143 49,077 23 2,029 — (61,272) —
Exchange differences 1,782 1,105 2,134 98 67 — 5,186
Balance at 30 June 2004 914,293 477,034 857,085 98,721 10,275 31,702 2,389,110

Accumulated Depreciation

Balance at 1 July 2003 177,861 358,784 615,748 88,401 6,382 — 1,247,676
Charge for the year

{Note 29) 16,386 36,415 80,834 3,535 1,447 — 138,617
Disposals (720) (2,435) (3,476) (297) (612) — (7,534)
Write-offs — (23,925) (2,291) (3,570) — — (29,786)
Exchange differences 796 208 1,703 56 36 — 3,499
Balance at 30 June 2004 194,323 369,747 692,518 88,131 7,753 — 1,352,472

Net Book Value
At 30 June 2004 719,970 167,287 164,567 10,590 2,522 31,702 1,036,638

At 30 Jjune 2003 726,460 79,327 178,777 10,452 3,040 38,740 1,036,796




[ fo the Finencie] Stotements - 30 e

14. PROPERTY, PLANT AND EQUIPMENT (CONT'D.)

P S

‘ 1! Office
| i{& Furniture,
{ | Fittings, Electrical
f | Equipment  Computers and
| i and and Security Motor  Buildings-in
' Bank % *Properties Renovations  Peripherals Equipment  Vehicles Progress Total
RIVEOOG] RV000 RIVIZ00Q RM000 RM:G0Q RVI00Q) RIVIX000

Details at 1 July 2002
Cost 904,650 407,836 696,513 94,903 30,952 23,273 2,158,127
Accumulated depreciation 161,454 341,385 566,579 85,203 26,709 — 1,181,330
Depreciation charge

for 2003 (Note 29) 16,506 32,599 73,216 3,712 1,175 — 127,208
Amount written off

{Note 29)
At 30 June 2004 — 114 24 7 — — 145
At 30 June 2003 — 215 — 4 — — 219
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14. PROPERTY, PLANT AND EQUIPMENT (CONT'D.)

* Properties consist of:

T =

Buildings on Leasehold Land  Buildings on Leasehold Land J
Freehold Freehold Less Than 50 Years Less Than 50 Years

. Bank (Cont'd.) Land Land 50 Years or Mprgw 50 Years or More
i 60 0 ! [RVe00KE fRI1:000;

Cost

Balance at 1 July 2003 67,406 356,467 7,699 73,145 57,209 342,395 904,321
Additions — — — 23 2 954 979
Disposals (1,044) (1,270} — (196) — (422) (2,932)
Transfers 4,462 2,556 — 1,983 276 866 10,143
Exchange differences 172 137 466 — (20) 1,027 1,782
Balance at 30 June 2004 70,996 357,890 8,165 74,955 57,467 344,820 914,293

Accumulated Depreciation

Balance at 1 July 2003 — 102,932 2,537 9,458 12,942 49,992 177,861
Charge for the year — 7,156 156 858 260 7,856 16,386
Disposals — (521) — (25) — (174) (720)
Exchange differences — 59 — 1,828 91 (1,182) 796
Balance at 30 June 2004 — 109,626 2,693 12,119 13,293 56,592 194,323

Net Book Value
At 30 June 2004 70,996 248,264 5,472 62,836 44,174 288,228 719,970

At 30 June 2003 67,406 253,535 5,162 63,687 44,267 292,403 726,460

Details at 1 July 2002
Cost 68,466 357,063 7,741 72,959 55,422 342,999 904,650
Accumulated depreciation — 95,827 2,400 8,707 12,625 41,795 161,454

Depreciation charge
for 2003 — 7,155 156 751 348 8,096 16,506
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15. DEPOSITS FROM CUSTOMERS

L Group - Bank
2004} 2003 2004} 2003
RIVIXG0G; RM°000 RMVIZ000! RM’Q00
Demand deposits 23,472,718 19,362,900 22,850,926 19,212,212
Savings deposits 22,175,092 20,046,047 20,356,877 18,195,404
Fixed deposits 72,410,709 68,960,725 52,390,449 48,830,798
Negotiable instruments of deposits 5,307,423 1,165,057 1,270,625 598,887

123,365,942 109,534,729 96,868,877 86,837,301

(i) The maturity structure of fixed deposits and negotiable instruments of deposits are as follows:

i Group . Bank

2002 2003 2004} 2003

RVPORD RM’Q00 RNR000, RM'000

Due within six months 60,954,806 55,001,757 39,972,160 37,207,017
Six months to one year 14,741,009 12,576,868 12,430,074 10,274,566
One year to three years 1,475,255 2,245,554 907,992 1,661,805
Three years to five years 366,119 300,864 330,805 286,217
After five years 180,943 739 20,043 80

77,718,132 70,125,782 53,661,074 49,429,685

(i)~ The deposits are sourced from the following customers:

j ﬁlfﬁ Group o Bank
2004 2003 2007 2003
RMVZO00) RM'0C0 RIMVI000) RM’000
Business enterprises 54,758,525 45,735,587 40,966,747 33,514,277
Individuals 60,000,360 48,883,483 52,297,622 43,848,874
Others 8,607,057 14,915,659 3,604,508 9,474,150

123,365,942 109,534,729 96,868,877 86,837,301
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17.

Licensed banks 9,516,899 9,293,612 10,091,985 9,353,988
Licensed finance companies 342,118 324,189 400,815 574,055
Licensed merchant banks 78,140 1,524 76,931 548
Licensed discount houses 479,250 148,820 479,250 108,820
Other financial institutions 4,081,799 3,904,387 3,128,356 2,758,344

14,498,206 13,672,532 14,177,337 12,795,755

OTHER LIABILITIES

Group
o T 008
RIVZOOCH RM‘000

Interest payable 597,825 618,172 516,673 520,015
Provision for outstanding claims 193,866 200,834 — —
Unearned premium reserves 90,042 91,906 — —
Provision for commitments and contingencies 991 300 —_ —
Profit equalisation reserves (IBS operations) 167,108 65,549 134,311 42,372
Provisions and accruals 528,112 478,245 399,270 338,340
Due to brokers and clients 93,787 126,165 — —
Deposits and other creditors 1,501,665 1,516,210 765,696 747,094

3,173,396 3,097,381 1,815,950 1,647,821
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17. OTHER LIABILITIES (CONT'D.)

Movements in provisions are as follows:

s Group Bank
2004 2003 2004, 2003
RIVIXOOO0 RM'000 RIVI000 RM'000
For outstanding claims:

Balance at beginning of year 200,834 226,671 — —
Provision made during the year 88,585 76,228 — —
Utilised during the year (96,240) (112,400) — —
Net assets of insurance business acquired — 9,412 — —
Exchange differences 687 923 — —
Balance at end of year 193,866 200,834 —_ —

For commitments and contingencies:
Balance at beginning of year 300 300 — —
Provision made during the year 691 — — —
Balance at end of year 991 300 — —

18. RECOURSE OBLIGATION ON LCANS SOLD TO CAGAMAS
! Group - Bank

2004 2003 002 2008
RIVIX000) RM’C00 RIVIEO00) RM’GG0
At 1 July 2003/2002 6,661,965 6,394,409 2,289,153 2,270,149
Amount sold during the year 2,060,880 1,821,199 1,060,835 521,066
Repayment forwarded (2,190,799) (1,553,643) (638,870) (502,062)
6,532,046 6,661,965 2,711,118 2,289,153

At 30 June 2004/2003

This relates to proceeds received from conventional housing loans and hire purchase loans sold directly to Cagamas
Berhad with recourse to the Bank and its finance subsidiary, Mayban Finance Berhad. Under the agreement, the
Bank and ‘the finance subsidiary undertake to administer the loans on behalf of Cagamas Berhad and to buy back
any loans which are regarded as defective based on pre-determined and agreed-upon prudential criteria.
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19. PROVISION FOR TAXATION AND ZAKAT

Taxation 926,456 784,314 789,516 642,157
Zakat 5,874 5,332 484 479
932,330 789,646 790,000 642,636

20. DEFERRED TAX

At 1 July 2003/2002 (1,102,220) (1,043,866) (855,546) (792,302)
Recognised in the income statement

{net) (Note 34) (141,688) {57,376) (133,816) (63,244)
Transfer to provision for taxation (7,866) — — —
Exchange differences 937 (978) —_ —
At 30 June 2004/2003 (1,250,837) (1,102,220) (989,362) (855,546)

Presented after appropriate offsetting as follows:

Deferred tax assets, net (1,261,643) (1,110,840) (989,362) (855,546)
Deferred tax liabilities, net 10,806 8,620 —_ —

Deferred tax assets and liabilities are offset when there is a legally enforceable rights to set-off current tax assets
against current tax liabilities and when the deferred income taxes relates to the same fiscal authority.
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20. DEFERRED TAX (CONT'D.)

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

Deferred Tax Assets of the Group:

Provision for
Diminution in
Loan Loss Value of
{ and Provisions  Investments
‘{ and Interest/ and Provision Other
Income Amortisation for Temporary
; Suspended of Premiums Liabilities Differences Total
RIVIx060 RIVZ000 RIVZ000 RMV000] RIMz000,
At 1 July 2003 (992,933) (69,800) (75,332) (22,210) (1,160,275)
Recognised in the
income statement (22,057) (70,199) (13,603) (36,877) (142,736)
Transferred to provision
for taxation — 8,238 — — 8,238
Exchange differences — — — 982 982
At 30 June 2004 (1,014,990) (131,761) (88,935) (58,105) (1,293,791)
At 1 July 2002 (928,799) (71,646) (71,383) (24,288) (1,096,116)
Recognised in the
income statement (64,134) 1,846 (3,949) 3,040 (63,197)
Exchange differences —_ — — (962) (962)
At 30 June 2003 (992,933) (69,800) (75,332) (22,210) (1,160,275)




20. DEFERRED TAX (CONT'D.)

Deferred Tax Liabilities of the Group:

Accretion of

Accelerated Discounts
Capital on
Allowance Investments

’

Other
Temporary
Differences

At 1 July 2003 33,077 16,307

8,671 58,055
Recognised in the income statement (370) 492 1,526 1,048
Transferred to provision for taxation —_ (16,104) — (16,104)
Exchange differences 47) 2 — (45)
At 30 Jjune 2004 32,060 697 10,197 42,954
At 1 July 2002 30,981 11,253 10,006 52,250
Recognised in the income statement 2,086 5,054 (1,319) 5,821
Exchange differences — — (16) (16)
At 30 June 2003 33,077 16,307 8,671 58,055
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20. DEFERRED TAX (CONT'D.)

Deferred Tax Assets of the Bank:

o ~ Provision for

( Diminution in

]’ Loan Loss Value of
| i and Provisions  Investments
} K(‘ and Interest/ and Provision Other
J | Income Amortisation for Temporary
i | Suspended of Premiums Liabilities  Differences Total

RIVIXOGO) RIVILO00) RMI000; RIVIH000 R«M'@@

At 1 July 2003 (741,340) (61,421) (60,457) (11,864) (875,082)
Recognised in income statement (27,771) (69,984) (12,890) (25,743) (136,388)
At 30 June 2004 (769,111) (131,405) (73,347) (37.607) (1,011,470)
At 1 July 2002 (687,580) (63,504) (56,341) — (807,425)
Recognised in income statement (53,760) 2,083 (4,116) (11,864) (67,657)
At 30 June 2003 (741,340) 61,421) (60,457) (11,864) (875,082)

Deferred Tax Liabilities of the Bank:

: ] —

|
; j
! |
L

Accelerated  Accretion of
Capital Discounts on

i | Allowance Investments Total

T 3 RIVIHO00) RVIXO00, RM'(M)@

At 1 July 2003 19,536 — 19,536
Recognised in the income statement 2,572 — 2,572

At 30 June 2004 22,108 — 22,108 1
At 1 July 2002 15,061 62 15,123
Recognised in the income statement 4,475 (62) 4,413 ‘

At 30 June 2003 19,536 — 19,536 '
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20. DEFERRED TAX (CONT'D.)

21.

Deferred tax assets have not been recognised in respect of the following items:

RVZOGO “RM
Unutilised tax losses 96,088 231,334
Unabsorbed capital allowances 4,099 615
Loan loss and provisions and interest suspended 36,824 47,248
Others 9,191 12,688

146,202 291,885

The unutilised tax losses and unabsorbed capital allowances are available for offset against future taxable profits of
the respective subsidiaries in which those items arose. Deferred tax assets have not been recognised in respect of
those items as they may not be used to offset taxable profits of other subsidiaries in the Group. They have arisen
in subsidiaries that have past losses of which the deferred tax assets are recognised to the extent that future taxable
profits will be available.

SUBORDINATED OBLIGATIONS

Group and Bank

B RMEE® T RM000
USD250 million subordinated notes due in 2005 950,000 950,000
RM610 million subordinated bonds due in 2011 610,000 610,000
USD380 million subordinated notes due in 2012 1,444,000 1,444,000

3,004,000 3,004,000

On 27 September 1995, the Bank issued USD25C million nominal value Subordinated Notes through its New York
Branch. The Notes bear interest of 7.125% per annum payable semi-annually in arrears in March and September each
year and are due in September 2005. The Notes will, subject to the prior consent of Bank Negara Malaysia, be
redeemable in whole but not in part, at the option of the Bank in the event of changes affecting taxation in Malaysia
as described under “Terms and Conditions of the Notes — Optional Redemption upon the tmposition of Taxation”.
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SUBORDINATED OBLIGATIONS (CONT'D.)

On 16 May 2001, the Bank issued RM610 million nominal value Subordinated Bonds with a fixed coupon rate of 5.65%
per annum payable semi-annually in arrears in November and May each year, subject to the revision of interest explained
below and are due in May 2011. The Bank may, subject to the prior consent of Bank Negara Malaysia, redeem the Bonds,
in whole but not in part, any time on or after the 5th year from Issue Date at 100% of the principal amount together
with accrued interest. Should the Bank decide not to exercise its call option on the first permissible call date, then the
coupon rate will be stepped up to 6.65% per annum from the beginning of the 6th year to the final maturity date.

On 6 June 2002, the Bank issued USD380 million nominal value Subordinated Notes with a fixed coupon rate of
6.125% per annum payable semi-annually in arrears in January and July each year, subject to the revision of interest
explained below and are due in July 2012. The Bank may, subject to the prior consent of Bank Negara Malaysia,
redeem the Notes, in whole but not in part, any time on or after the 5th year from issue date at 100% of the
principal amount together with accrued interest. Should the Bank decide not to exercise its call option on the first
permissible call date, then the coupon rate will be revised to an equivalent to 3.23% above the US Treasury Rate
per annum from the beginning of the 6th year to the final maturity date.

All the Notes and Bonds above constitute unsecured liabilities of the Bank and are subordinated to the senior

indebtedness of the Bank in accordance with the respective terms and conditions of their issues and qualify as Tier
2 capital for the purpose of determining the capital adequacy ratio of the Bank.

SHARE CAPITAL

;i Number of Ordinary
| Shares of RM1 Each Amount
‘ 2062 2008 2002 2003
‘000 RIVI{060 RM°000
Authorised:
At 1 July 2003/2002 and 30 June 2004/2003 4,000,000 4,000,000 4,000,000 4,000,000
Issued and fully paid:
At 1 July 2003/2002 3,589,465 3,550,181 3,589,465 3,550,181
Bonus issue appropriated from retained profits 1,111 8,867 1,111 8,867
Shares issued under the Maybank Group
Employee Share Option Scheme 9,596 30,417 9,596 30,417
At 30 June 2004/2003 3,600,172 3,589,465 3,600,172 3,589,465




22. SHARE CAPITAL (CONT'D.)

During the year, the Bank increased its issued and paid-up capital from RM3,589,464,821 to RM3,600,171,921 via
issuance of 9,596,000 new ordinary shares of RM1 each 1o eligible persons who exercised their options under the
previous Maybank Group Employee Share Option Scheme (ESOS) for cash. The corresponding bonus shares issued
under the bonus entitlement (arising from the bonus issue of new ordinary shares granted by the Bank during the
financial year 2002 on the basis of one (1) new ordinary share for every two (2) existing ordinary shares held, for
the existing options granted prior to the cut-off date of the bonus issue, 18 October 2001, each option holder was
entitled to 1 additional bonus share for every 2 existing options held when the options were exercised) when the
optians were exercised amounted to RM1,111,100.

The previous ESOS expired on 22 June 2003 and the balance of unutilised options over the ordinary shares and
bonus entitlement lapsed on the same day.

The Board of Directors recommended alProposed ESOS on 1 August 2003 after the expiry of the previous ESOS.
The Proposed ESOS were approved by the Securitiess Commission (SC) and Bank Negara Malaysia vide their letters
dated 17 November 2003 and 19 January 2004 respectively. The Bank later obtained the SC's approval vide its letter
dated 17 May 2004 for an extension of time until 31 December 2004 to implement the Proposed ESOS.

The Bank has subsequently on 27 May 2004 proposed to revise, inter-alia, certain terms of the Proposed ESOS to
incorporate recent changes to the SC's Policies and Guidelines on Issue/Offer of Securities and the Listing
Requirements of Bursa Malaysia Securities Berhad. The proposed changes to the Proposed ESOS entails, inter-alia,
participation of non-executive directors, and increase in the maximum number of ordinary shares of RM1 each in
the Bank available for the Proposed ESOS from ten percent (10%) to fifteen percent (15%) of the total number of
issued and paid-up ordinary capital of the Bank at any point of time during the duration of the scheme. Other
principal features of the revised Proposed ESOS are as follows:

(@) The employees eligible to participate in the revised Proposed ESOS must be employed and on the payroll of
the Bank and its subsidiaries for a continuous period of at least twenty four (24) months including service
during the probation period and is confirmed in service;

(b) The non-executive directors eligible to participate in the revised Proposed ESOS must have been a Non-Executive
Director of the Group for a continuous period of at least twenty four (24) months;
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22. SHARE CAPITAL (CONT'D.)

{0

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

The new ordinary shares in the Bank to be allotted upon any exercise of options under the proposed scheme
will upon allotment rank pari passu in all aspects with the then existing ordinary shares in the Bank, except
that the new ordinary shares so issued will not rank for any dividends or other distribution declared, made or
paid to shareholders prior to the date of allotment of such new ordinary shares, and will be subject to all the
provisions of the Article of Association of the Bank relating to transfer, transmission and otherwise; and

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

The Bank has obtained approval-in-principle of Bursa Malaysia Securities Berhad vide its letter dated 24 june 2004
for the listing of such number of new ordinary shares to be issued pursuant to the exercise of options granted under
the revised Proposed ESOS at any time during the existence of the revised Proposed ESOS.

The approval from Bank Negara Malaysia for the revised Proposed ESOS has been obtained subsequent to the
financial year end on 14 July 2004,

The revised Proposed ESOS has been approved by the shareholders in an Extracordinary General Meeting on
11 August 2004. The shareholders have also approved the resolution for the increase in the authorised ordinary
share capital from RM4,000,000,000 to RM10,000,000,000 by the creation of an additional 6,000,000,000 new
ordinary shares of RM1 each in the same meeting.
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24.

RESERVES

Bank

Non-distributable:

Share premium 500,566 444,672 500,566 444 672
Statutory reserves 4,274,198 3,746,207 3,636,325 3,113,225
Capital reserve 15,250 15,250 — —
Exchange fluctuation reserve 38,188 42,082 79,936 66,987
4,828,202 4,248,211 4,216,827 3,624,884
Distributable:
Retained profits (Note 24) 6,195,062 5,647,557 4,282,034 4,062,078
Total reserves 11,023,264 9,895,768 8,498,861 7,686,962

The statutory reserves are maintained in compliance with the requirements of Bank Negara Malaysia and certain
Central Banks of the respective countries in which the Group and the Bank operate and is not distributable as cash

dividends.

The capital reserve of the Group arose from the capitalisation of bonus issue in certain subsidiaries in previous years.

RETAINED PROFITS

As at 30 June 2004, the Bank has tax exempt profits available for distribution of approximately RM436,546,000
(2003: RM366,024,000) before the proposed final dividend in respect of the current financial year ended 30 June
2004, subject to the agreement of the Inland Revenue Board.

The Bank has sufficient tax credit under Section 108 of the Income Tax Act, 1967 and the balance in the tax exempt
income account to frank the payment of dividends out of its entire retained profits as at 30 June 2004.
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OPERATING REVENUE

Operating revenue of the Group comprises all types of revenue derived from the businesses of banking, finance
company, general and life insurance (including takaful), stock broking, discount house, leasing and factoring, trustee
and nominee services, unit trust fund management, asset management and venture capital but excluding all
transactions between related companies.

Operating revenue of the Bank comprises gross interest income (after adding back net interest/income suspended),
fee and commission income, investment income, gross dividends, income from Islamic Banking Scheme operations
and other income derived from banking operations.

INTEREST INCOME
? [3 Group Bank
‘ 2004 2003 004 2008
RIVIZO00) RMC00 RIVIZ000) RM'C00
Loans, advances and financing 5,852,166 6,072,994 4,226,935 4,364,015
Money at call and deposit placements
with financial institutions 941,425 799,611 863,104 756,629
Dealing securities 42,200 54,338 17,166 11,289
investment securities 991,125 848 397 746,875 617,964
Others 29,547 37,716 — —
7,856,463 7,813,056 5,854,080 5,749,897
Amortisation of premiums less accretion
of discounts (67.746) (44,756) (93,494) (57,629)
Net interest/income suspended (452,433) {563,568) (364,115) (426,404)

7,336,284 7,204,732 5,396,471 5,265,864




27. INTEREST EXPENSE

Deposits and placements of banks and

other financial institutions 417,281 404,669 362,728 366,014
Deposits from other customers 2,296,919 2,340,003 1,720,396 1,730,862
Loans sold to Cagamas 294,492 301,255 117,476 106,109
Floating rate certificates of deposits 4,141 13,591 4,141 13,591
Subordinated notes 156,838 156,932 156,838 156,932
Subordinated bonds 34,559 34,465 34,559 34,465
Others 12,848 39,202 5,061 7,193

3,217,078 3,290,117 2,401,199 2,415,166

28. NON-INTEREST INCOME

2008 0 02008 5
RMI000 - RMFOGD - Riviioe0

Fee income:
Commission 404,772 323,978 432,541 337,172
Service charges and fees 426,319 341,448 328,918 272,267
Guarantee fees 84,334 93,729 79,510 89,832
Underwriting fees 8,235 3,056 2,807 198
- Brokerage income 68,323 25,669 — —
Other fee income ‘ 29,891 26,580 18,653 17,484

1,021,874 814,460 862,429 716,353
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28. NON-INTEREST INCOME (CONT'D.)

} { ' o Group Bank
ROOA 2003 2.004) 2003
RIVK00O; RM°000 RIVIGG0); RM000
Investment income:
Net (loss)/gain from sale of dealing securities (45,924) 42,427 (3,562) (2,667)
Net gain on disposal of investment securities 179,025 157,478 143,735 126,895
133,101 199,905 140,173 124,228
Gross dividends from:
Investment securities
— Quoted outside Malaysia 1,630 — —_ —
— Quoted in Malaysia 16,642 17,472 12,665 2127
- Unguoted outside Malaysia 138 1,059 138 101
-~ Unqguoted in Malaysia 3,334 22,496 1,804 13,930
Subsidiaries in Malaysia — — 587,867 1,237,715
Associated companies — — 1,350 ' 1,350
21,744 41,027 603,824 1,255,223
Write back of provision/(provision) for diminution
in value of investrment securities (net) 20,961 17,959 16,146 (661)
Provision for diminution in value of
investment in subsidiaries — — — (184,660)
20,961 17,959 16,146 (185,321)
Other income:
Foreign exchange profit 289,460 173,141 282,951 170,258
Net premiums written 212,049 198,731 —_ —_
Rental income 7,090 6,439 10,422 12,290
Gain on disposal of property, plant and equipment 8,029 16,299 7,593 11,439
Gain on disposal of foreclosed properties 1,051 1,203 73 —
Other operating income 25,071 37,234 41,494 32,608
Other non-operating income 60,288 63,640 12,544 20,732
603,038 496,687 355,077 247,327
1,800,718 1,570,038 1,977,649 2,158,410
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Personnel expenses (Note 30) 1,273,594 1,149,222 974,371 864,022
Establishment costs 511,600 473,835 412,325 363,493
Marketing costs 138,754 112,725 114,555 84,669
Administration and general expenses 667,340 600,335 484,974 416,497
2,591,288 2,336,117 1,986,225 1,728,681

Included in overhead expenses are:
Directors’ fees and remuneration (Note 31) 10,722 10,324 4,287 3,920
Rental of leasehold land and premises 79,403 71,690 59,770 55,792
Hire of equipment 6,342 6,632 4,856 4,976
Lease of equipment — 6,871 155 730
Auditors’ remuneration

- statutory audit fees 3,076 3,124 2,263 2,274

— other fees 543 771 482 664
Provision for doubtful debts of other debtors 6,474 21,083 1,655 7,921
Depreciation of property, plant

and equipment (Note 14) 180,645 178,865 138,617 127,208
impairment loss (Note 14) 237 346 — —
Loss on disposal of property, plant

and equipment 520 3,514 — —
Property, plant and equipment

written off (Note 14) 849 1,131 145 219
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C Group Bank
* 2004 2003 2004 2003
RIVIZOOO) RM000 RIV000, RMV“G00
Salaries and wages 1,022,445 876,630 789,536 708,382
Social security cost 7,699 7,742 5,463 5,266
Pension cost — defined contribution plan 146,154 128,511 112,223 99,348
Other staff related expenses 97,296 136,339 67,149 51,026
1,273,594 1,149,222 974,371 864,022
DIRECTORS’ FEES AND REMUNERATICN
| i Group Bank
2004 2003 2004 2003
RIVI;000, RM000 RIVIROOO) RMC00
Directors of the Bank:
Executive directors:
Salary and other remuneration,
including meeting allowance 1,755 1,597 1,587 1,469
Bonuses 1,010 750 1,010 750
Pension cost ~ defined contribution plan 459 381 459 381
Benefits-in-kind 242 82 242 82
3,466 2,810 3,298 2,682
Non-executive directors:
Fees 1,078 1,167 657 757
Other remuneration 821 823 574 563
Benefits-in-kind 59 59 59 59
1,958 2,049 1,290 1,379




MG00™

Directors of the Subsidiaries:
Executive directors:

Salary and other remuneration,

including meeting allowance 3,768 3,675 —_ —
Bonuses 740 878 — —
Pension cost ~ defined contribution plan 341 406 — —
Benefits-in-kind 423 303 — —
5,272 5,262 — —

Non-executive directors:

Fees 459 393 — —
Other remuneration 291 254 — —

750 647 — —
Total 11,446 10,768 4,588 4,061
Total (excluding benefits-in-kind) 10,722 10,324 4,287 3,920

The remuneration attributable to the President/Chief Executive Officer of the Bank including benefits-in-kind during
the year amounted to RM1,523,144 (2003: RM1,241,563).

The total directors’ fees and remuneration of the Group above has excluded the amount of RM719,547 (2003:
RM538,663) which has been allocated to the life, general takaful and family takaful funds.
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31. DIRECTCRS’ FEES AND REMUNERATION (CONT'D.)

! Group ‘
002 2003
RIVGO0 RM'C00
Number of directors of the Bank whose remuneration falls
into the following bands:
‘Number of executive directors:
Above RM1,000,000 1 1
RM950,000 to RM1,000,000 1 —
RM900,000 to RM950,000 1 —
RM800,001 to RM&50,000 — 1
RM750,007 to RM800,000 —_ 1
3 3
Number of non-executive directors:
RM650,001 to RM700,000 1 1
RM250,000 to RM300,000 1 —
RM200,001 to RM250,000 3 3
RM150,001 to RM200,000 1 1
RM100,001 to RM150,000 1 3
RM50,001 to RM100,000 1 —
8 8
" 1
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ERIVEOOON - RM'00G
Provision for bad and doubtful debts
and financing:
- Specific (net) 679,398 930,434 578,478 752,820
- General 132,688 189,756 84,768 130,586
Bad debts and financing:
- Written off 43,558 7,074 13,928 5,548
- Recovered (355,075) (215,416) (234,507) (94,125)
500,569 911,848 442,667 794,829
Written back on recoveries of amounts
receivable from Danaharta (5,207) —_ (4,671) —
495,362 911,848 437,996 794,829
SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES
The Bank’s significant transactions and balances with related parties are as follows:
Bank

Transactions with subsidiaries and associates:
Income:

Interest on deposits 62,878 74,094
Interest on loans and advances 745 40,358
Dividend income 589,217 1,239,065
Rentai of premises 2,568 6,186
Other income 66,118 39,383
721,526 1,399,086




| .
o the Finonclal Stetements - 30 e

’UL

=

|
N @i%b

33. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES (CONT'D.)

1117 ‘ » Bank
2,004, 2003
RVIz600) RMCE0

Transactions with subsidiaries and associates (Cont’d.):
Expenditure:

Interest on deposits 7,848 20,216
Other expenses 18,413 19,824
Subscription fee paid to an associate 5,192 4,997

31,453 45,037

Other transactions:
Acquisition of unquoted private debt securities with face value

of RM570,000,000 (2003: RM1,015,000,000) from a subsidiary 525,814 1,020,844
Acquisition of an investment with carrying value of RM114,473,284

from a subsidiary as part of the settlement of a loan

(after an finterest waiver of RM15,893,303) owed

by the sulbsidiary in the previous financial year — 145,068

Transaction with other related party:
Professional fees paid to a firm which the spouse of an executive director
is a partner 1,016 2,691

The directors are of the opinion that all the transactions above have been entered into in the normal course of
business and have been established on terms and conditions that are not materially different from those obtainable
in transactions with unrelated parties.
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Transaction with other related party (Cont'd.):

33. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES (CONT'D.)

Included in the balance sheet of the Bank are amounts due from/(to) subsidiaries and an associate represented by

the following:

Bank

e R.002 2003
RIVIZ0G0, RM'000

Amounts due from subsidiaries:
Current accounts and deposits 1,683,264 4,644,877
Loans, advances and financing 16,394 93,051
Interest and other receivable on deposits 146,660 84,626
1,846,318 4,822,554

Amounts due to subsidiaries:

Current accounts and deposits (3,798,743) (2,635,288)
Interest payable on deposits (24,563) (22,495)
(3,823,306) (2,657,783)
Deposits by an associate 3,750 8,902
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34. TAXATION AND ZAKAT

( R
:i Group Bank
2004 2003 2004 2003
RIMIX000 RM°0C0 RVI000) RM’000
Tax expense for the year:
Malaysian income tax 1,047,033 799,644 920,522 896,935
Foreign tax 51,791 39,082 46,622 37,339
Less: Double taxation relief (42,833) (32,295) (42,271) (31,055)
1,055,991 806,431 924,873 903,219
Over provision in respect of prior years:
Malaysian income tax (27.,406) (187,220) — (157,365)
1,028,585 619,211 924,873 745,854
Deferred tax (Note 20):
Relating to originating and reversal of
temporary differences (net) (124,021) (57,376) (118,798) (63,244)
Overprovision in prior years (17,667) — (15,018) —
(141,688) (57,376) (133,816) (63,244)
Share of tax in associates 744 431 — —
- 887,641 562,266 791,057 682,610
Zakat 869 983 247 237
888,510 563,249 791,304 682,847

Domestic income tax is calculated at the Malaysian statutory tax rate of 28% (2003: 28%) of the estimated assessable
profit for the year. Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.
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34. TAXATION AND ZAKAT (CONT'D.)

A reconciliation of income tax expense applicable to profit before taxation at the statutory income tax rate to income
tax expense at the effective income tax rate of the Group and of the Bank is as follows:

arons 2004 2003 |

Profit before taxation 3,358,597 2,619,674
Taxation at Malaysian statutory tax rate of 28% (2003: 28%) 940,407 733,509
Effect of different tax rates in other tax jurisdictions (19,382) (12,201)
Effect of income not subject to tax (10,815) (11,778)
Effect of expenses not deductible for tax purposes 51,100 50,455
Effect of utilisation of previously unrecognised tax losses and capital allowances (30,153) (23,168)
Deferred Tax assets not recognised during the year 1,557 12,669
Over provision in deferred tax in prior years (17,667) —
Over provision in prior years (27,406) (187,220)
Tax expense for the year 887,641 562,266
Bank

Profit before taxation 2,883,375 2,737,899
Taxation at Malaysian statutory tax rate of 28% (2003: 28%) 807,345 766,612
Effect of different tax rates in other countries 4,351 6,284
Effect of income not subject to tax (23,719) (5,689)
Effect of expenses not deductible for tax purposes 18,098 72,768
Over provision in deferred tax in prior years (15,018) —
Over provision in prior years —_— (157,365)
Tax expense for the year 791,057 682,610
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34.

35.

TAXATION AND ZAKAT (CONT'D.)

| ﬁl{ Group Bank
‘ 2003 2003
RM’C00 RIVI006] RM’000
Tax savings recognised during the year
arising from:
Utilisation of previously unrecognised tax losses 32,088 23,072 — —
Utilisation of current year absorbed
capital allowance 4,809 5,680 — —
Utilisation of unabsorbed capital allowances
previously not recognised 2,587 4,092 — —

EARNINGS PER SHARE

The basic and diluted EPS of the Group and the Bank are calculated by dividing the net profit for the year by the
weighted average number of ordinary shares in issue during the financial year.

[ i - o i ‘
i fr Group Bank
| 2000 2003 2000 2003 |
Net profit for the year (RM’'000) 2,424,511 1,996,489 2,092,071 2,055,052
Weighted average number of ordinary shares

in issue ('000) 3,600,171 3,569,377 3,600,171 3,569,377
Basic and diluted EPS (sen) 67.3 55.9 58.1 57.6

The weighted average number of ordinary shares in issue for the previous financial year ended 30 June 2003 has
been adjusted for the effects of the shares issued under the ESOS bonus entitlement (see Note 22) during the year
for comparative purposes.

As at the balance sheet date of the current financial year, there is no outstanding arrangement which can potentially
give rise to material and dilutive ordinary shares.
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36. DIVIDENDS

Group and Bank Net Dividend Per Share

» o - *wm*m 2003 | "~.m "23
RIMIB00 Sem Sen

interim dividend of 10% (2003: 10%)

less 28% taxation 259,212 257,396 7.2 7.2
Special dividend of 25% (2003: Nil)
less 28% taxation 648,031 — 18.0 —
Interim tax exempt dividend of Nil% (2003: 25%) — 893,737 — 25.0
Final dividend of 7% less 28% taxation
in respect of year ended 30 June 2002 — 179,156 — 5.0
Final dividend of 17% less 28% taxation
in respect of year ended 30 June 2003 440,661 — 12.2 —
1,347,904 1,330,289 374 37.2

At the Annual General Meeting, the final dividend in respect of the financial year ended 30 june 2003 of 17% less
28% taxation on 3,600,171,921 ordinary shares, amounting to a dividend of RM440,661,043 (12.2 sen net per
share) was approved by the shareholders and is accounted for in the shareholders’ equity as an appropriation of
retained profits in the financial year ended 30 June 2004.

At the forthcoming Annual General Meeting, a final dividend in respect of the financial year ended 30 June 2004
of 25% less 28% taxation on 3,600,171,921 ordinary shares, amounting to a dividend payable of RM648,030,946
(18.0 sen net per ordinary share) will be proposed for shareholders’ approval. The financial statements for the current
financial year do not reflect this proposed dividend. Such dividend, if approved by the shareholders, will be
accounted for in equity as an appropriation of retained profits in the next financial year ending 30 June 2005.
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37. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bank and its subsidiaries make various commitments and incur certain contingent
liabilities with legal recourse to their customers. No material losses are anticipated as a result of these transactions.

Risk-weighted exposures of the Bank and its subsidiaries as at 30 June, are as follows:

! 2004 2003

i I
| !
Credit
Principel Principsl  Equivalent
RAMVI{0GQ, RM°000 RM'CO0
Group
Direct credit substitutes 5,001,641 5,001,641 4,730,987 4,730,987
Certain transaction-related contingent items 6,148,365 3,074,182 5,572,629 2,786,315
Short-term self-liquidating trade
related contingencies 9,175,025 1,835,005 5,762,397 1,152,479
Islamic housing and hire purchase loans sold to
Cagamas Berhad 466,374 466,374 552,609 552,609
Obligations under underwriting agreements 1,205,999 603,000 1,013,610 505,055
Obligations arising out of rediscounting
of bankers’ acceptances — — 8,278 331
Irrevocable commitments to extend credit:
~ Maturity within one year 31,752,801 — 33,298,081 —
— Maturity exceeding one year 5,020,827 2,510,418 4,509,141 2,254,571
Foreign exchange related contracts:
- Less than one year 21,417,468 281,949 13,700,376 174,810
- One year to less than five years 1,227,109 21,306 1,064,920 26,370
- Five years and above ~— — 82,463 22,101
Interest rate related contracts:
— Less than one year 2,007,854 15,226 1,166,295 6,233
~ One year to less than five years 5,526,783 301,410 3,794,351 475,999
- Five years and above 1,182,018 104,463 1,212,167 152,219
Miscellaneous 2,244,595 — 2,058,768 —

92,376,859 14,214,974 78,527,072 12,840,079
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37. COMMITMENTS AND CONTINGENCIES (CONT'D.)

Risk weighted exposures of the Bank and its subsidiaries as at 30 June, are as follows (Cont'd.):

Bank
Direct credit substitutes 3,445,070 3,445,070 3,161,733 3,161,733
Certain transaction-related contingent items 6,139,622 3,069,811 5,565,332 2,782,666
Short-term self-liquidating trade
related contingencies 9,158,506 1,831,701 . 5,742,188 1,148,438
Islamic housing loans sold to Cagamas Berhad 114,380 114,380 127,268 127,268
Obligations under underwriting agreements 344,013 172,006 776,878 388,439
Irrevocable commitments to extend credit:
- Maturity within one year 30,816,965 — 32,323,256 —
— Maturity exceeding one year 3,595,083 1,797,542 3,084,131 1,542,066
Foreign exchange related contracts:
- Less than one year 21,415,585 281,949 13,036,744 164,877
— One year to less than five years 1,208,094 21,306 1,064,920 26,370
- Five years and above — — 82,463 22,101
Interest rate related contracts:
— Less than one year 2,007,854 15,226 1,166,295 6,233
~ One year to less than five years 5,254,708 296,450 3,794,351 475,999
- Five years and above 1,167,018 103,463 1,212,167 152,129
Miscellaneaus 2,242,382 — 2,056,076 —_
86,909,280 11,148,904 73,193,802 9,998,319

The Bank and certain subsidiaries are contingently liable in respect of Islamic housing loans sold to Cagamas Berhad
on the condition that they undertake to administer the loans on behalf of Cagamas Berhad and to buy back any

loans which are regarded as defective based on pre-determined and agreed-upon prudential criteria.
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37. COMMITMENTS AND CONTINGENCIES (CONT'D.)

Foreign exchange and interest rate related contracts are subject to market risk and credit risk. Principal amounts of
the foreign exchange related contracts and interest rate related contracts are as follows:

! [1 ' ”GWroup Bank
\ 2004 2003 2005 2003
RIMZ0GO RM’C00 RIVIZO00 RM'000
Foreign exchange related contracts:
~ Forward and futures contracts 8,422,825 6,167,092 8,401,927 6,165,646
~ Swaps 14,221,752 8,680,667 14,221,752 8,018,481
Interest rate related contracts:
~ Forward and futures contracts 24,956 38,000 13,000 38,000
- Swaps 8,684,640 6,134,813 8,416,580 6,134,813
31,354,173 21,020,572 31,053,259 20,356,940
Market risk

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

Credit risk

Credit risk arises from the possibility that a counterparty may be unable to meet the terms of a contract in which
the Bank and certain subsidiaries have a gain position. This amount will increase or decrease over the life of the
contracts, mainly as a function of maturity dates and market rates or prices.

As at 30 June, the amounts of market risk and credit risk are as follows:

7 - Group Bank
: 2004 2003 004 2003
RIVIX600 RM°C00 RIVIZ000, RM"000
Market risk
Amount of contracts which were not hedged
and hence, exposed to market risk 76,182 84,426 76,182 84,426
Credit risk
Amount of credit risk, measured in terms of
cost to replace the profitable contracts 52,643 69,896 52,643 55,962
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38. FINANCIAL RISK MANAGEMENT POLICIES

Risk Management is a critical pillar of the Group’s operating model, complementing the other two pillars, which are
customer sector and support and services sector. As part of the Group’s strategy to integrate the management and
control of risks across the various risk segments, a dedicated Board committee known as the Risk Management
Committee was established. The Committee is responsible for formulating policies and the oversight of the key risks
faced by the Group including credit, market, liquidity and operational risks with the objective of containing the
negative impact to the Group's earnings should losses arise from exposures to these risks.

The broad principles that underpin the risk management process at the Group are as follows:

(@

The risk management approach is premised on three lines of defence - Risk Taking Units, Risk Control Units
which are under Group Risk Management, and Internal Audit.

The Risk Taking Units are responsible for the day-to-day management of risks inherent in their business activities
while the Risk Controt Units are responsible for setting the risk management framework and developing tools and
methodologies for the identification, measurement, monitoring, control and pricing of risks. Complementing this
is Internal Audit which provides independent assurance of the effectiveness of the risk management approach.

Group Risk Management provides risk oversight for the major risk categories including credit risk, market risk,
liquidity risk, operational risk and other industry-specific risks.

Group Risk Management ensures that core policies of the Group are consistent, sets the risk tolerance level
and facilitates the implementation of an integrated risk-adjusted measurement framework.

Group Risk Management is functionally and organisationally independent of the customer sectors and other risk
takers in the Group.

The Board of Directors through the Risk Management Committee maintains overall responsibility for risk
oversight within the Group.

Group Risk Management is responsible for the execution of various risk policies and related decisions of the Board.
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38. FINANCIAL RISK MANAGEMENT POLICIES (CONT'D.)

The followings are the key risk areas that the Group encounters:

(a)

(b)

(9]

(d)

Credit Risk Management

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

Market Risk Management

Group Market Risk Unit continually evaluates risk arising from adverse movements in market prices or rates
and monitors compliance to approved policies and risk limits. Market risk profiles are regularly reported to
the various levels of management, as well as the Risk Management Committee and the Board of Directors,

Market risk controls adopted include the "Value-at-Risk” (”VaR”) measurement, independent mark-to-
market valuations, on-line tracking of various risk limits for trading positions, stress testing of portfolics,
back testing of risk models and new product introduction guidelines.

Liquidity Risk Management

The primary mechanism and tool for monitoring liquidity is the cash flow behaviour of the Bank. This
framework ascertains liquidity based on the contractual and behavioural cash flow of assets, liabilities and
off-balance sheet commitments, taking into consideration the realisable cash value of eligible liquid assets.

The Group maintains a minimum level of liquid assets although there is no such regulatory requirement.
These assets are maintained in the form of cash and marketable debt securities that are issued by both
sovereigns and triple-A rate private entities.

Operational Risk Management

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

Further information on the framework and the principles for the management of risks of the Group are
disclosed in the annual report.




38.

INTEREST RATE RISK

The Group and Bank are exposed to various risk associated with the effects of fluctuations in the prevailing Jevels
of market interest rates on the financial position and cash flows. interest rate risk exposure is identified, measured,
monitored and controlled through limits and procedures set by the Asset and Liability Management Committee
("ALCO") to protect total net interest income from changes in market interest rates.

The table below summarises the Group’s and Bank’s exposure to interest rate risk. The table indicates effective
average interest rates at the balance sheet date and the periods in which the financial instruments reprice or mature,
whichever is earlier.

|

Non- Effective i
| Group Up to 1 >1-3 >3-6 >6~12 >1-5 Over 5 interest interest
- 2004 month months months months years years  sensitive Total rate |
f 1000 SENRIZ000% S 000 R 111:000 RR ;00 RN V2000 BENNR 10 0O F
Assets
Cash and short-term

funds 16,656,570 - - - - — 6,352,510 23,009,080  2.34

Deposits and

placements with

banks and other

financial institutions 601,925 5,116,254 613,626 32,542 50,948 - 271,495 6,686,790  2.23
Securities purchased

under resale

agreements 447,861 285,770 — — - - — 733,631 2.89
Dealing securities 140,868 28,519 86,139 — 15,941 28,089 1 299,557 334
Investment securities 2,370,154 4,316,710 1,767,088 1,232,731 10,234,239 4,574,382 4,208,116 28,703420  3.89
Loans, advances

and financing

- performing 45,055,816 10,137,529 3,913,737 3,326,750 17,103,632 12,118,310 14,277,453 105,932,927  6.76

- non-performing* — - — - — — 3137564 3,137,564 -
Other assets — — - -~ - — 2,076,427 2,076,427 —
Other non-interest

sensitive Dalances - - -~ — — — 6,307,571 6,307,571 —

Life, general takaful
and family takaful
fund assets - - — — — —~ 2,620,460 2,620,460 —

Total Assets 65,273,194 19,884,782 6,380,590 4,592,023 27,404,760 16,720,781 39,251,297 179,507,427
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‘l ; Non- Effective
i Group (Cont'd.) Up to 1 >1-3 >3-6 >6-12 >1-5 Over § interest interest
1 2004 .\ month months months months years years  sensitive Total  rate

RM{000 RV060, RVI000 RIVIE000 RIV000 RIVI{000) RNVI060) RMI000) % ]

Liabilities and

Sharehalders’

Equity
Deposits from

customers 57,311,992 12,431,417 8,140,437 13,259,462 1,569,671 160,900 30,492,063 123,365,942 2.34
Deposits and

placements of

banks and other

financial institutions 4,225,866 1,358,413 782,110 159,002 2,072,098 477213 5,423,504 14,498,206 1.85
Otligations on

securities sold

under repurchase

agreemeats 6,334,774 490,847 162,410 - - - — 6,988,031 2.19
Bills and acceptances

payable 194,752 582,375 169,315 1,725 — — 2,371,262 3,319,429 2.76
Recourse obligation

on loans sold

to Cagamas 26,486 - 391,098 338,201 5,776,261 — — 6532046 445
Provision for

taxation and zakat — - - - - — 932,330 932,330 -
Subardinated

obligations - —_ - — 3,004,000 - — 3,004,000 6.34
QOther liabilities — — — - - —  31733% 3,173,3% —
Other non-interest

sensitive balances — - - - — - 10,806 10,806 -

Life, general takaful

and family takaful

fund liabilities — - - - - - 101,491 101,491 -
Life, general takaful

and family takaful

policy holders'

funds - — - - - — 2,518,969 2,518,969 -

. Total Liabilities 68,093,870 14,863,052 9,645,370 13,758,390 12,422,030 638,113 45,023,821 164,444,646




39.

INTEREST RATE RISK (CONT'D.)

Group (Cont'd.) Up to 1 >1-3 >3-6 >6-12
2004 month months months months

' M'@@O RVI600) RMZ000) RIVI000 7

R0 R0 GOPOED ROReED %‘l

Non- Effective

>1-5 Over 5 interest interest
years years  sensitive Total rate

Shareholders’ equity - - — -
Minority interests - - — -

- — 14,623,436 14,623,436 -
- — 439345 439,345 -

- — 15,062,781 15,062,781

Total Liabilities
and Shareholders’
Equity 68,093,870 14,863,052 9,645,370 13,758,390

12,422,030 638,113 60,086,602 179,507,427

On-balance sheet

interest sensitivity

gap (2,820,676) 5,021,730 (3,264,780) (9,166,367)
Off-balance sheet

interest sensitivity

gap (interest rate

swaps) 1,745,972  (1,290,790) 711,535  (448,548)

14,982,730 16,082,668 (20,835,305) -

555431 (1,273,600) - -

Total interest
sensitivity gap (1,074,704) 3,730,940 (2,553,245) (9,614,915)

15,538,161 14,809,068 (20,835,305) -

Cumulative
interest rate
sensitivity gap (1,074,704) 2,656,236 102,991  (9,511,924)

6,026,237 20,835,305 -

* This is arrived at after deducting the general provision, specific provision
outstanding.

and interest/income-in-suspense from gross non-performing loans




; | i
Lo @/é\ﬁ“@g ]
i U & o o
| T to the Financlel Siciements - 20 s 2004

39. INTEREST RATE RISK (CONT'D.)

V Non- Effective
Group Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 interest interest
2003 month months months months years years  sensitive Total  rate

RVI000, RMI000 RIVIZ600 RVOC0 RMZ060) RNVE000 RM:000 RMI000 %

Assets

Cash and short-term

funds 13,896,611 — — — - — 2,743,018 16,639,629 2.4
Deposits and

placements with

banks and other

financial

institutions 149,176 4,928,743 278,486 30,065 - — 265,809 5,652,279 2.54
Securities purchased

under resale

agreements 585,008 — — — — — 585,008 1.34
Dealing securities 234414 65,233 10,713 8,866 146,407 310,995 8 776,636 419
Investment securities 3,010,930 2,432,032 1,402,597 2,860,493 6,432,232 3,986,987 5005982 25,131,253 3.80
Loans, advances

and financing .

- performing 45574896 8,836,220 4,300,850 2,006,017 15698386 11,500,441 11,362,455 99,279,275 6.78
~ non-performing* — — — — — 3,209,195 3,208,195 —
Other assets — - — — — 2,048,591 2,048,591 —
Other non-interest

sensitive balances — — — - — — 5,869,752 5,869,752 —
Life, general takaful

and family takaful

fund assets - — — — — — 1,763,779 1,763,779 —

|

|

Total Assets 63,451,035 16,262,228 5992646 4905441 22,277,035 15,798,423 32,268,589 160,955,397
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39. INTEREST RATE RISK (CONT'D.)

Non- Effective |

Group {Cont'd.) Upto1 >1-3 >3-6 >6-12 >1-5 Over § interest interest |
months manths

years

2003 month months years  sensitive Total rate |

Liabilities and

Shareholders’

Equity
Deposits from

customers 47,247,271 12,500,985 7,690,639 11,186,355 2,585,689 4
Deposits and

placements of

banks and other

financial institutions 4,712,229 4,333,542 429,705 8,537 1,864,298 204,700 2,119,521 13,672,532 221
Obligations on

securities sold

under repurchase

oo

28,323,377 109,534,728 2.46

agreements 5,206,013 35,640 3,498 — — — 141,421 5,386,572 244
Bills and

acceptances

payable 832,552 858,892 144,069 679 — — 1,314,798 3,150,990 285
Recourse obligation

on loans sold

to Cagamas — 296,238 497,919 515,990 5,351,818 — — 6,661,965 4.38
Provision for taxation

and zakat — — — — — — 789,646 789,646 —
Subordinated

obligations — — — — 3,004,000 — — 3,004,000 6.34
Other liabilities — — — - - — 3,097,381 3,097,381} —
QOther non-interest

sensitive balances — — — — — — 8,620 8,620 —

Life, general takaful

and family takaful

fund liabilities — — — — — — 107,443 107,443 —
Life, general takaful

and family takaful

policy holders' funds — — — — — — 1,656,336 1,656,336 -

Total Liabilities 57,998,065 18,025297 8765830 11,711,561 12,805,805 205,113 37,558,543 147,070,214
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INTEREST RATE RISK (CONT’'D.)

[ s

Effective

| Non-
%Group (tont’d.) Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 interest interest
1 2003 month months months months years years  sensitive Total rate
RVG00 RAG000 RIVII000) RIVIIB00 RMI0C0 RIVI0GG] RGO RAVI000) %
Shareholders’ equity - - — — — — 13,485,233 13,485,233 —
Minority interests - — — — — — 399,950 399,950 —
— - — — — — 13,885,183 13,885,183
Total Liabilities
and Shareholders’
Equity 57,998,065 18,025,297 8765830 11,711,561 12,805,805 205,113 51,443,726 160,955,397
On-balance sheet
interest sensitivity
gap 5452970 {1,763,069) (2,773,184) {(6,806,120) 9,471,230 15,593,310 (19,175,137) —
Off-balance sheet
interest sensitivity
gap (interest rate
swaps) 97,400 (1,108,936) (2,650,604) 135,257 3,621,883 (95,000) — —
Total interest
sensitivity gap 5550,370  {2,872,005) (5,423,788) (6,670,863) 13,093,113 15,498,310 (19,175,137) —
Cumulative
interest rate
sensitivity gap 5550370 2,678,365 (2,745423) (9,416,286} 3,676,827 19,175,137 —

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

outstanding.
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39.

INTEREST RATE RISK (CONT'D.)

N D —

Effective

Non-

Bank Up to 1 >1-3 >3-6 >6-12 >1-5 Over § interest interest !

12004 month months months months years years  sensitive Total rate
0 R 1110 0 100 ORI 0O 000 % |

Assets
Cash and

short-term funds 14,058,132 — - - - — 5,469,695 19,527,827 239
Deposits and

placements with

banks and other

financial institutions 76,485 4,415,603 1,260,762 114,784 - - 261,854 6,129,488  2.12
Securities purchased

under resale

agreements 437,122 285,770 - - — - - 722,892 289
Dealing securities 65,730 11,938 86,139 — - — - 163,807 294
Investment securities 2,160,076 3,391,603 1,697,530 944,350 7,559,964 3,475339 3471278 22,700,140  3.87
Loans, advances

and financing

- performing 42,297,811 9,012,602 2,644,087 2,627,936 9,150,644 6,457,495 11,843,339 84,033,914  6.68
- non-performing* — - — - - — 2,684,498 2,684,498 —
Other assets - — - - - — 827,980 827,980 -
Other non-interest

sensitive balances - - - - - — 6,760,603 6,760,603 -
Total Assets 59,095,356 17,117,516 5,688,518 3,687,070 16,710,608 9,932,834 31,319,247 143,551,149
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39. INTEREST RATE RISK (CONTD.)

Effective

[ S{r Non-

1 Bank Fl Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 interest interest
12004 i‘ month months months months years years  sensitive Total rate
| FIVOO) R0 M0G0  IPGUD  GOPOE)  MVAGD  BORD RIS % |
Liabilities and

Shareholders’

Equity

Deposits from

customer 40,402,190 8,734,186 6,155,196 11,148,256 989,981 — 29,439,068 96,868,877 223
Deposits and

placements of

banks and other

financial

institutions 3,794,636 1,496,301 774,147 159,226 2,072,028 471,549 5,409,450 14,177,337 1.77
Obtigations :on

securities sold

under repurchase

agreements 5,685,430 480,847 162,410 - — — — 6,338,687 2.14
Bills and acceptances

payable 1135518 1,796,394 465,938 1,725 - — 2346572 5,746,147 2.78
Recourse obligation

on loans sold

to Cagamas 26,486 - 391,098 — 2,293,534 - — 2,711,118 4.59
Provision for

taxation and zakat - - - - - - 790,000 790,000 —
Subordinated

abligations - - — — 3,004,000 — — 3004000 634
Other liabilities — — — - —_ — 1815950 1,815,950 -
Total Liabilities 51,044,260 12,517,728 7,948,789 11,309,207 8,359,543 471,549 39,801,040 131,452,116
Shareholders” equity — — — — - — 12,099,033 12,099,033 -
Total Liabilities

and Shareholders’

Equity 51,044,260 12,517,728 7,948,789 11,309,207 8,359,543 471,549 51,900,073 143,551,149
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39. INTEREST RATE RISK {(CONT'D.)

Non- Effective

Bank Upto 1 >1-3 >3-6 >6-12 >1-5 Over 5 interest interest
2004 month months months months years years  sensitive Total rate

RIVEGGCI RM'@@@ RAOAC

T v FFOR) RO RGRD RO % |

On-balance sheet

interest sensitivity

gap 8,051,006 4,599,788 (2,260,271) (7,622,937) 8,351,065 9,461,285 (20,580,826) -
Off-balance sheet

interest sensitivity

gap {interest rate

swaps) 1,700,972 (1,506,790) 711,535 (448,548) 801,431 (1,258,600) - -

Total interest
sensitivity gap 9,752,068 3,092,998 (1,548,736) (8,070,685) 9,152,496 8,202,685 (20,580,826) -

Cumulative
interest rate
sensitivity gap 9,752,068 12,845,066 11,296,330 3,225,645 12,378,141 20,580,826 -

* This is arrived at after deducting the general provision, specific provision and interest/income-in-suspense from gross non-performing loans
outstanding.
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Effective

R Non-
]Banké\’ Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 interest interest
1 2003 ‘1‘ month months months months years years  sensitive Total rate
| RUTZ000 RIFR60 % |

Assets
Cash and short-term

funds 11,276,097 — — — — —  2,414509 13,690,606 235
Deposits and

placements with

banks and other

financial -institutions 108,773 5,953,835 937,005 — — — 256,326 7,255,939 254
Securities purchased

under resale

agreements 582,003 — — — — — — 582,003 1.33
Dealing securities — — — 8,879 48,438 39,681 -~ 96,998 353
Investment securities 2,427,056 2,216,802 924526  2,047856 4608415 2943275 3,567,892 18,735,822 3.64
Loans, advances

and financing

- performing 43,500,169 6,869,263 3,167,094 1844755 70907,687 4876821 9,524,303 77,790,092 6.89

- non-performing* — — — — — — 2,370,262 2,370,262 —
Other assets — — — — — — 740,411 740,411 —
Other non-interest

sensitive balances — — — — — — 6392194  $,392,194 —
Total Assets 57,894,098 15,039,900 5028625 3901490 12,564,540 7,959,777 25,265,897 127,654,327
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39. INTEREST RATE RiSK (CONT'D.)

Effective

Non- :
Bank {Cont'd.) Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 interest interest
2003 month months months months years years  sensitive Total  rate
[ PO G0 %]
Liabilities and
Sharehalders’
Equity
Deposits from
customers 36,333,550 8,273,244 5568169 9,029,088 1,993,367 80 25,639,302 86,837,301 2.36
Deposits and
placements
of banks and
other financial
institutions 4,181,381 4,318,769 428,705 7494 1,864,225 197,717 1,797,464 12,795,755 2.26
Obligations on
securities sold
under repurchase
agreements 4,888,020 35,640 3,498 — — — 141420 5068578 242
Bills and acceptances
payable 863,581 1,358,503 246,439 1,562 — — 1622571 4,092,656 2.89
Recourse obligation
on foans sold
to Cagamas — 39,841 — 413917 1,835,395 — — 2,288,153 4.49
Provision for
taxation and zakat - — — — - — 642,636 642,636 —
Subordinated
obligations — — — — 3,004,000 — — 3,004,000 6.34
Other liahilities — — — — — — 1647821 1647821 —
Total Liabilities 46,266,532 14025997 6,246,811 9452062 8,687,487 197,797 31,491,214 116,377,900
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39. INTEREST RATE RISK {CONT'D.)
{F “l : - Non- Effective
| Bank ?(Cont’d.) Up to 1 >1-3 »3-6 >6-12 >1-5 Over 5 interest interest
’ 12003 2 month months months months years years  sensitive Total rate
L . RV000 RIVIE000 RIV000, RMi000) RIV1000) RV000, RV000 %
Shareholders’ equity — — — — — — 11,276,427 11,276,427 —

Total Liabilities
and Shareholders’
Equity 46,266,532 14,025,997 6246811 9452062 8,697,487 197,797 42,767,641 127,654,327

On-balance sheet

interest sensitivity

gap 11,627,566 1,013,903 (1,218,186) (5,550,572) 3,867,053 7,761,980 (17,501,744) -
Off-balance sheet

interest sensitivity gap

(interest rate swaps) 97,400 (1,108,936) (2,650,604) 135257 3,621,883 {95,000 — —

Total interest
sensitivity gap 11,724,966 (95,033) (3,868,790) (5,415,315) 7,488,936 7,666,980 (17,501,744} —

Cumulative interest
rate sensitivity
gap 11,724966 11,629,933 7,761,143 2345828 9,834,764 17,501,744 —

* This is arrived at after deducting the general provision, specific provision and interest/income-in-suspense from gross non-performing loans
outstanding.
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40. YIELD/PROFIT RATE RISK CN IBS PORTFOLIO

The Group and Bank are exposed to the risk associated with the effects of fluctuations in the prevailing levels of
yield/profit rate on the financial position and cash flows of the BS portfolio. The fluctuations in yield/profit rate can
be influenced by changes in interest rates that affect the value of financial instruments under the IBS portfolio.
Yield/profit rate risk is monitored and managed by the Asset and Liability Management Committee (“"ALCO") to
protect the income from IBS operations.

The table below summarises the Group’s and Bank’s exposure to yield/profit rate risk for the IBS operations. The
table indicates effective average yield/profit rates at the balance sheet date and the periods in which the financial
instruments either reprice or mature, whichever is earlier.

Non-yield/ Effective

Group Upto1 >1-3 >3-6 >6-12 >1-5 Over 5 profit rate yield/profit
2004 month months months months years years  sensitive Total rate
R Py Re Gaey  me %
Assets
Cash and short-term

funds 2,912,710 - - - - — 211 2,912,921 2.70
Deposits and

placements with

banks and other

financial institutions — 51,200 - - - - 38,370 89,570 2.83
Investment securities 542,037 517,878 424,403 287,627 1,171,335 153,599 14,350 3,111,229 3.23
Loans and financing

— performing 370,061 1,185,785 858,322 785,014 1,399,493 9,678,478 — 14,277,153 8.31
- non-performing* —_ — - - — — 304364 304,364 -
Other assefs - - - - - ~ 25331 25331 -
Other non-yielc/profit

rate sensitive

balances - - - - — — 203,058 203,058 -
Total Assets 3,824,808 1,754,863 1,282,725 1,072,641 2,570,828 9,832,077 585,684 20,923,626
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40. YIELD/PROFIT RATE RISK ON IBS PORTFCLIO (CONT'D.)

‘ B ‘ Non-yield/ Effective
Group (Cont'd ) Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 profit rate yield/profit
12004 month months  months  months years years  sensitive Total rate

RIM000; RIVI000 RVI1000; RIM1000 RM3000 RM1000 RMZ000) RM000; %

Liabilities and Istamic

Banking Fund
Deposits from customers 4,920,830 1,416,903 969,185 1,231,226 116,534 20,043 3,063,365 11,738,086 2.73
Deposits and placements

of banks and other

financial institutions 2,973,352 1,015,868 185,079 — 1,523 49,721 2,204 4,227,747 2N
‘Bills and acceptances

payable 445,935 696,624 289,437 - — - 1,327 1,433,323 2.70
Provision for

taxation and zakat - - — — — — 143,497 143,497 —
Other liabilities - - - - — — 2,081,206 2,081,206 -
Total Liabilities 8,340,117 3,129,395 1,443,701 1,231,226 118,057 69,764 5,291,599 19,623,859
Islamic banking fund - - — — - — 1,299,767 1,299,767 -

Total Liabilities and
Islamic Banking Fund 8,340,117 3,129,395 1,443,701 1,231,226 118,057 69,764 6,591,366 20,923,626

On-balance sheet
yield/profit rate
sensitivity gap (4,515,309) (1,374,532) (160,976) (158,585) 2,452,771 9,762,313 (6,005,682) -

Cumulative yield/
profit rate
sensitivity gap (4,515,309) (5,889,841) {6,050,817) (6,209,402) (3,756,631) 6,005,682 —

* This is arrived at after deducting the general provision, specific provision and income-in-suspense from gross non-performing financing
outstanding.
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40.

YIELD/PROFIT RATE RISK ON IBS PORTFOLIC (CONT'D.)

Effective

Non-yield/

Group Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 profit rate yield/profit

2003 month  months  months  months years years  sensitive Total rate
ook "GO0 RO RO % |

Assets
Cash and short-term

funds 359,400 — - — — — 343 359,743 1.47
Deposits and

placements with

banks and other

financial institutions — 85,000 42,000 — - — 39,471 166,471 288
Investment securities 713,560 919,909 580,079 367,589 400,603 205,699 14,351 3,201,790 330
Loans and financing

- performing 93,769 838,829 581,953 612,448 1,753,486 7,481,970 — 11,362,455 8.07

~ non-performing* — - — — — — 340983 340,983 —
Other assets — — — — — — 38,717 38,717 —
Other non-yield/profit

rate sensitive balances — — — - — — 108106 108,106 -
Total Assets 1,166,729 1,843,738 1,204,032 980,037 2,154,089 7,687,669 541,871 15,578,265
Liabilities and Islamic

Banking Fund
Deposits from customers 4,332,625 1,733,622 948,614 1,774,434 64,632 — 2,308,331 11,162,258 2.76
Deposits and

placements of

banks and other

financial institutions 687,535 248,829 440,700 — 3,247 33,781 1,085 1,415177 2.76
Bills and acceptances

payable 197,138 177,244 207,965 — — — 323 582,670 293
Provision for

taxation and zakat — — - — — — 102,350 102,350 —
Other fiabilities — — — — — — 1,005,428 1,005,428 —
Total Liabilities 5,217,298 2,159,695 1,597,279 1,774,434 67,879 33,781 3,417,517 14,267,883
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40. YIELD/PROFIT RATE RISK ON iBS PORTFOLIO (CONT'D.)

5 Non-yield/ Effective
|
Group {Cont'd.) Upto 1 >1-3 >3-6 >6-12 >1-5 Over 5 profit rate yield/profit
2003 month months  months  months years years  sensitive Total rate
‘ RM3000) RM;000; RN2000) RM:000 RIVI;000 RIVI1000; RIM000; RMV2000] %
Istamic banking fund — — — — — — 1,310,382 1,310,382 —

Total Liabilities and
Islamic Banking Fund 5217,298 2,159,695 1,597,279 1,774,434 67,879 33,781 4,727,899 15,578,265

On-balance sheet
yield/profit
rate sensitivity gap  (4,050,569)  (315,957)  (393,247)  (794,397) 2,086,210 7,653,838 (4,185,928) —

Cumulative yield/
profit rate
sensitivity gap (4,050,569) (4,366,526) (4,759,773) (5,554,170) (3,467,960) 4,185,928 —

* This is arrived at after deducting the general provision, specific provision and income-in-suspense from gross non-performing financing
outstanding.
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40.

YIELD/PROFIT RATE RISK ON 1BS PORTFOLIO (CONT'D.)

Effective

Non-yield/
 Bank Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 profit rate yield/profit
12004 month  months  months  months years years  sensitive Total rate
| V000 S 000K R0 OB 0008 % |

Assets
Cash and short-term

funds 2,605,169 — — - — — — 2,605,169 2.72
Deposits and

placements with

banks and other

finandial institutions - 58,600 - - - — 6,370 64,970 283
Investment securities 499,014 389,819 414,521 118,587 614,770 — 14,350 2,051,061 2.79
Loans and financing

~ performing 368,567 1,183,393 851,694 759,117 695,785 7,984,783 ~— 11,843,339 8.03

- non-performing* — — — - - — 338761 338,761 -
Other assets - — - — - - 4,785 4,785 —
Other non-yield/profit

rate sensitive balances - — - — - — 148462 148,462 —
Total Assets 3,472,750 1,631,812 1,266,215 877,704 1,310,555 7,984,783 512,728 17,056,547
Liabilities and fslamic

Banking Fund
Deposits from customers 3,829,641 1,026,862 813,590 1,095,127 108,728 20,043 3,063,365 9,957,356 2.68
Deposits and placements

of banks and other

financial institutions 2,746,579 1,015,802 185,079 — 1,522 49,721 2,297 4,001,000 2.7
Bills and acceptances

payable 445,935 696,624 289,437 - - — 1,327 1,433,323 2.70
Provision for taxation

and zakat — -~ - - - - 95,484 95,484 —
Other liabilities — - — - — — 870,100 870,100 -
Total Liabilities 7,022,155 2,739,288 1,288,106 1,095,127 110,250 69,764 4,032,573 16,357,263
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40. YIELD/PROFIT RATE RISK ON IBS PORTFOLIO (CONT'D.)

o ~ Nonyield/ Effective
' Bank (Cc‘g‘nt’d.) Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 profit rate yield/profit
l2004 L month  months  months  months years years  sensitive Total rate
’ FFEED  GOFGED  GOROID  GOPEED  GOCEED QOO0 RGO % |

Islamic banking fund - - — — - — 699,284 699,284 -
Total Liabilities and

Islamic Banking Fund 7,022,155 2,739,288 1,288,106 1,095,127 110,25(5 69,764 4,731,857 17,056,547
On-balance sheet

yield/profit rate

sensitivity igap (3,549,405) (1,107,476)  {21,891) (217,423) 1,200,305 7,915,019 (4,219,129) -

Cumulative yield/profit
rate sensitivity gap

(3,549,405) (4,656,881) (4,678,772) (4,896,195) (3.695,890) 4,219,129 -

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

outstanding.
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40. YIELD/PROFIT RATE RISK ON (BS PORTFOLIO (CONT'D.)

Effective

Non-yield/

Bank Up to 1 >1-3 >3-6 >6-12 >1-5 Over 5 profit rate yield/profit .
2003 month  months  months  months years years  sensitive Total rate -
[ %J
Assets
Cash and short-term

funds 207,400 — — — — — — 207,400 1.59
Deposits and placements

with banks and other

financial institutions — 85,000 42,000 — — — 7,472 134,472 2.88

Investment securities 546,494 771,623 424457 186,229 185,160 — 14,350 2,128,313 293
Loans and financing

~ performing 93,769 838,829 581,953 601,594 730,042 6,678,116 — 9,524,303 812

- non-performing* — — — — — — 334182 334182 -
Other assets — — — — - — 10,899 10,899 —
Qther non-yield/profit

rate sensitive balances - - - - — - 76,896 76,896 —
Total Assets 847,663 1,695,452 1,048,410 787,823 915,202 6,678,116 443,799 12,416,465
Liabilities and Islamic

Banking Fund
Deposits from customers 3,046,132 1,051,805 836,701 1,628,388 53,226 — 2,308,080 8,924,332 2.63
Deposits and placements

of banks and other

financial institutions 579,858 50,000 440,000 — 3,247 33,781 1,085 1,107,971 275
Bills and acceptances

payable 382,445 326,397 207,965 — — — 322 917,129 293
Provision for taxation

and zakat — — — — — — 69,979 69,979 —
Other liabilities - — — — — — 772448 772,448 —
Total Liabhilities 4,008,435 1428202 1484666 1,628,388 56,473 33,781 3,151,914 11,791,859
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40. YIELD/PROFIT RATE RISK ON IBS PORTFOLIO (CONT'D.)

( i

J R

Effective

g ] . Non-yield/
' Bank (Cont'd.) Up to 1 >1-3 >3-6 >6-12 >1-§ Over 5 profit rate yield/profit
“2003 :{ month  months  months  months years ' years  sensitive Total rate
RM1000 RM3000; RV1000; RV000) RMZ060 RVIZ000 RMz000 RIVi000, %

islamic banking fund — — - — — — 624806 624,606 —
Total Liabilities and

Islamic Banking Fund 4,008435 1,428,202 1,484,666 1,628388 56,473 33,781 3,776,520 12,416,465
On-balance sheet

yield/profit rate

sensitivity gap (3,160,772) 267,250  (436,256)  (840,565) 858,729 6,644,335 (3,332,721 —
Cumulative yield/

profit rate

sensitivity gap (3,160,772) (2,893,522) (3,329,778) (4,170,343) (3,311,614) 3,332,721 —

* This is arrived at after deducting the general provision, specific provision and income-in-suspense from grass non-performing financing

outstanding.

41. FOREIGN EXCHANGE RISK

Foreign exchange risk is the risk to earnings and value of foreign currency assets, liabilities and derivative financial
instruments caused by fluctuations in foreign exchange rates.

The banking activities of providing financial products and services to customers expose the Group and the Bank to
foreign exchange risk. Foreign exchange risk is managed by treasury function, and monitored by Group Risk
Management against delegated limits. The Group's policy is to ensure, where appropriate and practical, that its
capital is protected from foreign exchange exposures. Hedging against foreign exchange exposures is mainly to
protect the real economic value, rather than to avoid the short-term accounting impact.
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41. FOREIGN EXCHANGE RISK (CONT'D.)

The table below analyses the net foreign exchange positions of the Group and the Bank by major currencies, which
are mainly in Ringgit Malaysia, Singapore Dollar, the Great Britain Pound, Hong Kong Dollar and US Doilar. The
“Others” foreign exchange risk include mainly exposure to Euro, Japanese Yen, Renminbei, Philippines Peso,
Indonesia Rupiah, Papua New Guinea Kina and Brunei Dollars,

Great Hong United

“Group Malaysian  Singapore Britain Kong States ‘
12004 Ringgit Doliar Pound Dollar Dollar Others Total |
Assets
Cash and short-term funds 16,248,673 262,003 66,354 8,492 5,776,362 647,196 23,009,080
Deposits and placements

with banks and other

financial institutions 4,092,663 105,879 55 5 2,437,085 51,103 6,686,790
Securities purchased

under resale agreements 676,266 57.365 —_ - — — 733.631
Dealing securities 182,875 - —_ - 50,461 66,221 299,557
Investment securities 22,790,877 2,138,856 — 140,701 3,363,672 269,314 28,703,420
Loans, advances

and financing 86,444,484 12,840,305 12,696 258,037 8,723,368 791,601 109,070,491
Statutory deposits

with Central Banks 3,122,298 412,315 — — 20,295 89,291 3,644,199
Investment in associates 12,221 — — — 6,686 - 18,907
Property, plant and

equipment 1,028,846 313,470 5,207 1,766 4,075 29,458 1,382,822
Other assets 1,674,739 79,943 2,819 31,048 180,017 107,861 2,076,427
Deferred tax assets 1,261,643 — — — — — 1,261,643
Life and Family Takaful

fund assets 2,620,460 — — — — — 2,620,460

Total Assets 140,156,045 16,210,136 87,131 440,048 20,562,021 2,052,045 179,507,427
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41. FOREIGN EXCHANGE RISK (CONT'D.)

f t{ Great

\ Hong United

Group Malaysian  Singapore Britain Kong States
2004‘\ {Cont'd.) Ringgit Dollar Pound Dollar Dollar Others Total
RIVIz000) RIVIZO00, RIVIZ000 RIVIZOO0, RIVIE000 RM000 RMV;000

Liabilities
Deposits from customers 99,352,109 14,215,588 114,467 150,453 7,853,549 1,679,776 123,365,942
Deposits and placements

of banks and other

financial institutions 8,557,136 175,523 22,464 344,431 5,280,115 118,537 14,498,206
Obligations on securities

sold under

repurchase agreements 6,116,478 — — —_ 871,553 — 6,988,031
Bills and acceptances

payable 3,157,554 33,693 — 209 122,688 5285 3,319,429
Recourse obligation on

loans sold to Cagamas 6,532,046 — — — — — 6,532,046
Provision for taxation and

zakat 754,535 173,097 — 26 2,800 1,872 932,330
Subordinated obligations 610,000 — — — 2,394,000 — 3,004,000
Other liabilities 2,685,024 229,875 29,634 55,678 133,303 39,882  3,173,39%
Deferred taxation 10,806 — - — — — 10,806
Life and Family Takaful

fund liabilities 101,491 — — — — — 101,491
Life and Family Takaful

policy holders’ funds 2,518,969 — — — — — 2,518,969
Total Liabilities 130,396,148 14,827,776 166,565 550,797 16,658,008 1,845,352 164,444,646

On-balante sheet

open position 9,759,897 1,382,360 {79,434) (110,748) 3,904,013 206,693 15,062,781
Off-balance’sheet

open position 4,032,726 (425,211) 82,755 87,998 (3,822,506) 44,238 —
Net open position 13,792,623 957,149 3,321 (22,750) 81,507 250,931 15,062,781

Net structural position
included in the above — — 23,934 49,699 — 266,073 339,706
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41. FOREIGN EXCHANGE RISK (CONT'D.)

Great Hong United |

Group Malaysian  Singapore Britain Kong States ?
2003 Ringgit Dollar Pound Dollar Dollar Others Total
Assets
Cash and short-term funds 11,963,406 232,998 164,035 5,886 3,952,064 321,240 16,639,629
Deposits and placements

with banks and other

financial institutions 3,005,918 152,696 20,115 4 2,473,546 — 5,652,279
Securities purchased '

under resale agreements 199,045 385,963 — — — — 585,008
Dealing securities 564,044 50,138 — — — 162,454 776,636
Investment securities 20,642,769 1,505,193 1,872 76,233 2,614,131 291,055 25,131,253
Loans, advances

and financing 83,091,164 10,920,985 88,027 358,013 7,088,330 941,951 102,488,470
Statutory deposits

with Central Banks 2,918,304 346,974 — — 17,302 39,058 3,321,638
Investment in associates 12,448 — — — 4,853 — 17,301
Property, plant and

equipment 1,065,947 309,147 4,573 1,807 3,575 34,924 1,419,973
Other assets 1,664,090 76,424 4,209 27,527 202,042 74,299 2,048,591
Deferred tax assets 1,109,870 — — — — 970 1,110,840
Life and Family Takaful

fund assets 1,763,779 — — — — — 1,763,779

Total Assets 128,000,784 13,980,518 282,831 469,470 16,355,843 1,865,951 160,955,397
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41. FOREIGN EXCHANGE RISK (CONT'D.)

‘ Great Hong United
} Group Malaysian  Singapore Britain Kong States
1 2003 Ringgit Dollar Pound Dollar Dollar Others Total

RVIE000 RMZ000) RIMVG00, RMZ000, RM000 RMV000) RM’(M)G)

Liabilities
Deposits from customers 89,445,100 12,229,617 316,515 153,965 6,285,016 1,104,516 109,534,729
Deposits and placements

of banks and other

financial institutions 5,399,198 192,605 1,277 296,327 7,704,458 78,667 13,672,532
Obligations on securities

sold under repurchase

agreements 4,817,297 — — — 569,275 — 5,386,572
Bills and acceptances

payable 2,984,656 30,360 — 124 568 135,282 3,150,990
Recourse obligation on

loans sold to Cagamas 6,661,965 — — — — — 6,661,965
Provision for

taxation and zakat 635,308 147,774 — 4,853 1,620 91 789,646
Subordinated obligations 610,000 — — — 2,394,000 — 3,004,000
Other liabilities 2,595,737 197,697 5,450 41,278 205,291 51,928 3,097,381
Deferred taxation 8,594 24 — — — 2 8,620
Life and Family Takaful

fund liabilities 107,443 — — — — — 107,443
Life and Family Takaful

policy holders' funds 1,656,336 — — — — — 1,656,336
Total Liabilities 114,921,634 12,798,077 323,242 496,547 17,160,228 1,370,486 147,070,214

On-balance sheet

open position 13,079,150 1,182,441 (40,411) (27,077) (804,385) 495,465 13,885,183
Off-balance sheet

open position (783,969) (560,755) 40,481 (1,381) 1,981,543 (675,919) —
Net open position 12,295,181 621,686 70 (28,458) 1,177,158 (180,454) 13,885,183

Net structural position
included in the above — — 5,522 41,044 — 288,659 335,225




41. FOREIGN EXCHANGE RISK (CONT'D.)

i Great Hong United

Bank Malaysian  Singapore Britain Kong States ‘
2004 Ringgit Dollar Pound Dollar Dollar Others Total ‘
Assets
Cash and short-term funds 14,396,177 256,021 63,729 8,469 4,648,267 155,164 19,527,827
Deposits and placements

with banks and other

financial institutions 2,725,575 110,096 — — 3,112,898 180,919 6,129,488
Securities purchased

under resale agreements 665,527 57,365 — — - — 722,892
Dealing securities 113,346 —_ — - 50,461 — 163,807
Investment securities 17,339,184 2,034,802 - 134,426 3,099,317 92,411 22,700,140
Loans, advances and

financing 68,228,060 12,840,304 12,696 258,037 4,986,724 392,591 86,718,412
Statutory deposits

with Central Banks 2,406,000 412,315 — — 20,295 17,024 2,855,634
investment in subsidiaries 1,490,997 24,438 — - 27,060 326,734 1,869,229
Investment in associates 3,600 — — — 6,140 — 9,740
Property, plant and

equipment 724,095 301,574 5,207 1,762 4,000 — 1,036,638
Other assets 553,824 58,673 2,819 30,606 179,352 2,706 827,980
Deferred tax assets 834,089 155,273 — — — — 989,362

Total Assets 109,480,474 16,250,861 84,451 433,300 16,134,514 1,167,549 143,551,149
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41. FOREIGN EXCHANGE RISK (CONT'D.)

-

Great Hong United
Bank | Malaysian  Singapore Britain Kong States
2004 (Co‘nt’d.) Ringgit Dollar Pound Dollar Dollar Others Total
RNV000! RNV000 RIVIZ000 RIVIzGO0) RVZ0G0 RAV000 RM'(M)@

Liabilities
Deposits from customers 77,975,920 14,241,108 112,995 160,491 3,564,276 814,087 96,868,877
Deposits and placements of

banks and other

financial institutions 8,238,682 175,593 22,464 344,450 5,287,913 108,235 14,177,337
Obligations on securities

sold under repurchase

agreements 5,467,134 — — - 871,553 — 6,338,687
Bills and acceptances

payable 5,707,314 33,693 — 209 799 4,132 5,746,147
Recourse obligation on

loans sold to Cagamas 2,711,118 - -~ — — — 2,711,118
Provision for taxation and '

zakat 614,224 173,013 — — 2,763 — 790,000
Subordinated :obligations 610,000 - — — 2,394,000 — 3,004,000
Other liabilities 1,448,972 154,623 29,632 53,055 126,919 2,749 1,815,950
Total Liabilities 102,773,364 14,778,030 165,091 558,205 12,248,223 929,203 131,452,116

On-balance sheet

open position 6,707,110 1,472,831 (80,640) (124,905) 3,886,291 238,346 12,099,033
Off-balance sheet

open position 4,032,726 (425,211) 82,755 87,998 (3,822,506) 44,238 —_
Net open position 10,739,836 1,047,620 2,115 (36,907) 63,785 282,584 12,099,033

Net structural position
included in the above — — 23,934 33,942 — 312,332 370,208
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41.

FOREIGN EXCHANGE RISK (CONT'D.)

Great Hong United

Bank Malaysian  Singapore Britain Kong States

2003 Ringgit Dollar Pound Dollar Dollar Others Total
Assets
Cash and short-term funds 9,867,228 229,379 155,078 5826 3,184,596 248,483 13,690,606
Deposits and placements

with banks and other

financial institutions 3,061,596 154,858 20,087 — 3,868,342 151,056 7,255,939
Securities purchased

under resale agreements 196,040 385,963 — — — — 582,003
Dealing securities 24,988 50,138 — — — 21,872 96,998
Investment securities 14,728,305 1,421,618 1,872 71,839 2,357,560 153,628 18,735,822
Loans, advances and

financing 64,903,228 10,920,985 88,026 358,013 3,421,057 469,044 80,160,354
Statutory deposits

with Central Banks 2,236,000 346,974 — — 17,297 21,128 2,621,399
Investment in subsidiaries 1,148,247 23,869 — — 27,060 669,537 1,868,713
Investment in associates 3,600 — — — 6,140 — 9,740
Property, plant and

equipment 729,869 297,068 4,573 1,804 3,482 — 1,036,796
Other assets 441,698 61,333 4,205 28,651 201,606 2,918 740,411
Deferred tax assets 855,546 — — — — — 855,546
Total Assets 98,197,346 13,892,185 273,841 466,133 13,087,140 1,737,682 127,654,327
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41. FOREIGN EXCHANGE RISK (CONT'D.)

| ‘] Great Hong United
Bank‘j Malaysian  Singapore Britain Kong States ;
" 2003@] (Cont'd.) Ringgit Dollar Pound Dollar Dollar Others Total
RIVIZ00 RIV000 RIVIG00] RIVIZ000) RM000) RNVI000) RIV:000 —l

Liabilities
Deposits from customers 70,313,606 12,250,170 307,927 . 154,544 3,076,658 734,396 86,837,301
Deposits and placements

of banks and other

financial institutions 4,440,611 192,604 1,276 296,327 7,791,701 73,236 12,795,755
Obligations on securities

sold under

repurchase agreements 4,499,303 — — — 569,275 — 5,068,578
Bills and acceptances

payable 4,059,692 30,359 — 124 401 2,080 4,092,656
Recourse obligation on

loans sold to Cagamas 2,289,153 — — — — — 2,289,153
Provision for

taxation and zakat 488,521 147,672 — 4,843 1,600 — 642,636
Subordinated obligations 610,000 — — — 2,394,000 — 3,004,000
Other liabilities 1,259,882 134,835 5,446 41,107 202,954 3,603 1,647,821
Total Liabilities 87,960,768 12,755,640 314,649 496,939 14,036,589 813,315 116,377,900

On-balance sheet

open position 10,236,578 1,136,545 (40,808) {30,806) (949,449} 924,367 11,276,427
Off-balance sheet

open position (783,969) (560,755) 40,481 (1,381) 1,639,816 (334,192) —
Net open position 9,452,609 575,790 (327) (32,187 690,367 590,175 11,276,427

Net structural position
included in the above — — 5,522 27,674 — 332,199 365,395

264 Maybank 2004 Annual Report



41.

FOREIGN EXCHANGE RiSK (CONT'D.)

Net structural foreign currency position represents the Group’s and the Bank's net investment in overseas operations.
This position comprises the net assets of the Group’s and the Bank’s overseas branches, investments in overseas
subsidiaries and long term investments in overseas properties.

Where possible, the Group and the Bank mitigate the effect of currency exposures by funding the overseas
operations with borrowings and deposits received in the same functional currencies of the respective overseas
locations. The foreign currency exposures are also hedged using foreign exchange derivaties.

The structural currency exposures of the Group and the Bank as at the balance sheet dates are as follows:

Structural
currency Hedges by Net
exposures funding in Other structural
Group in overseas respective currency currency
Currency of structural exposures operations currencies hedges exposures
2004
Singaporean Dollar 107,115 — (107,115) —
Great Britain Pound 23,934 — — 23,934
Hong Kong Dollar 49,699 — — 49,699
United States Dollar 487,096 (487,096) — —
Others 266,073 — — 266,073
933,917 (487,096) (107,115) 339,706
2003
Singaporean Dollar 72,695 — (72,695) —
Great Britain Pound 5,522 — — 5,522
Hong Kong Dollar 41,044 — — 41,044
United States Dollar 388,302 (388,302) — —
Others 288,659 — — 288,659

796,222 {388,302) (72,695) 335,225
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41. FOREIGN EXCHANGE RISK (CONT'D.)

;i Structural
‘1 currency Hedges by " Net
E{ exposures funding in Other structural
Banlﬁ in overseas respective currency currency
Currfgncy of structural exposures operations currencies hedges exposures
} RNVXOO0, RIVIKOOO, RIMZ000, RIVz000
2004
Singaporean Dollar 106,983 — (106,983) —
Great Britain Pound 23,934 —_ — 23,934
Hong Kong Dollar 33,942 — — 33,942
United States Dollar 47,659 (47,659) — —
Others 312,332 — — 312,332
524,850 (47,659) (106,983) 370,208
2003
Singaporean Dollar 72,565 — (72,565) —
Great Britain Pound 5,522 — — 5,522
Hong Kong Dollar 27,674 — — 27,674
United States Dollar 41,802 {41,802) — —
Others 332,199 — — 332,199
479,762 (41,802) (72,565) 365,395
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42. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

Financial instruments comprise financial assets, financial liabilities and also off-balance sheet derivatives. The fair value
of a financial instrument is the amount at which the instrument could be exchanged or settled between knowledgeable
and willing parties in an arm’s length transaction, other than in a forced or liquidation sale. The information presented
herein represents best estimates of fair values of financial instruments at the balance sheet date.

Quoted and observable market prices, where available, are used as the measure of fair values. However, for a
significant portion of the Group’s and the Bank’s financial instruments, including loans, advances and financing to
customers, where such market prices are not available, various methodologies have been used to estimate the
approximate fair values of such instruments. These methodologies are significantly affected by the assumptions used
and judgements made regarding risk characteristics of various financial instruments, discount rates, estimates of future
cash flows, future expected loss experience and other factors. Changes in the assumptions could significantly affect
these estimates and the resulting fair value estimates. Therefore, for a significant portion of the Group's and the
Bank’s financial instruments, including loans, advances and financing to customers, their respective fair value estimates
do not purport to represent, nor should they be construed to represent, the amounts that the Group and the Bank
could realise in a sale transaction at the balance sheet date. The fair value information presented herein should also
in no way be construed as representative of the underlying value of the Group and the Bank as a going concern.

The on-balance sheet financial assets and financial Habilities of the Group and the Bank whose fair values are required
to be disclosed in accordance with MASB Standard 24 comprise all its assets and liabilities with the exception of
investments in subsidiaries, investments in associated companies, property, plant and equipment, provision for current
and deferred taxation, life and family takaful fund assets, and life and family takaful fund liabilities. The information
on the fair values of financial assets and financial liabilities of the life and family takaful fund is disclosed in Note 49.

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

2004 2003 |

Financial assets

Dealing securities 299,557 299,627 776,636 780,910
Investment securities 28,703,420 29,133,479 25,131,253 26,253,195
Loans, advances and financing* 112,691,498 113,580,313 105,962,910 107,340,337




>
©)
]
(7

NG o
- \J\/" Ry | Q Q
r o the Finenclel Stetements - 20 jue 2004
C : Jl
42. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES (CONT'D.)
‘ 2004 2003
Gannying Falr Velus Camylng Falr Value
Veluz ASsets Velve
CGrevp (Conte) R0 RVIZ000 RM'0G0 RM'000
Financial liabilities
Deposits from customers 123,365,942 123,463,433 109,534,729 109,587,796
Deposits and placements of banks
and other financial institutions 14,498,206 14,576,508 13,672,532 13,712,657
Recourse obligation on loans sold to Cagamas 6,532,046 7,549,003 6,661,965 6,717,043
Subordinated obligations 3,004,000 3,045,185 3,004,000 3,221,342
| 2004 2003
Camving Felr Velue Carrylng Falr Value
Velue JASsets] Velue
Banl: RIVIKOOQ) RIVIZ000 RM’000 ®RM‘000
Financial assets
Dealing securities 163,807 163,877 96,998 97,003
Investment securities 22,700,140 23,006,890 18,735,822 19,686,759
Loans, advances and financing* 89,407,829 90,590,964 82,750,589 83,625,118
Financial liabilities
Deposits from customers 96,868,877 96,938,439 86,837,301 86,873,913
Deposits and placements of banks
and other financial institutions 14,177,337 14,255,640 12,795,755 12,835,877
Recourse obligation on loans sold to Cagamas 2,711,118 2,790,359 2,289,153 2,337,467
Subordinated obligations 3,004,000 3,045,185 3,004,000 3,221,342

* The general provisions for the Group and the Bank amounting to RM3,621,007,000 (2003: RM3,474,440,000)
and RM2,689,417,000 (2003: RM2,590,235,000) respectively have been added back to arrive at the carrying value

of the loans, advances and financing.




42. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES (CONT'D.)

The fair values of unrecognised financial instruments at the balance sheet date are as follows:

Fale.Value |

BefpVelve  Nominal " Fair

TRW000 T RMEGO0T  RWHOOO  RIK000
Group
Derivative financial
instruments
Foreign exchange contracts:
- Forwards and futures 8,422,825 16,277 (29,204) 6,167,092 19,781 (22,582)
- Swaps 14,221,752 31,268 (39,371) 8,680,667 27,094 (43,813)
Interest rate contracts ,
- Forwards and futures 24,956 — (5) 38,000 — (3
— Swaps 8,684,640 183,294 (153,525) 6,134,813 303,024 (387,619)
Bank
Derivative financial
instruments
Foreign exchange contracts:
- Forwards and futures 8,401,927 16,277 (29,204) 6,165,646 19,781 (22,582)
- Swaps 14,221,752 31,268 (39,371) 8,018,481 27,094 (43,813)
Interest rate contracts
— Forwards and futures 13,000 — (5) 38,000 — (3)
- Swaps 8,416,580 187,264 (153,525) 6,134,813 303,024 (387,619)

Included in the fair value of the unrecognised financial instruments above is an amount of RM31,981,000 (2003:
RM84,856,000) relating to the instruments that qualify as hedges, which gains and losses are deferred and amortised
over the life of respective instruments to match against the corresponding amounts of the hedged instruments.
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42, FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES (CONT'D.)

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

(a) Cash and Short-term Funds
The «carrying amount approximates fair value due to the relatively short maturity of the financial instruments.

(b) Deposits and Placements with Financial Institutions, Securities Purchased under Resale Agreement,
Obligations on Securities Sold under Repurchase Agreement and Bills and Acceptances Payable
The fair values of those financial instruments with remaining maturities of less than one year approximate their
carrying values due to their relatively short maturities. For those financial instruments with maturities of more
than one year, the fair values are estimated based on discounted cash flows using applicable prevailing market
rates of similar remaining maturities at the balance sheet date.

(c) Dealing and Investment Securities
Fair values of securities that are actively traded is determined by quoted bid prices. For non-actively traded
securities, independent broker guotations are obtained. Fair values of equity securities are estimated using a
number of methods, including net tangible assets, earnings multiples and discounted cash flow analysis. Where
discounted cash flow technique is used, the estimated future cash flows are discounted using applicable
prevailing market or indicative rates of similar instruments at the balance sheet date.

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

{e) Deposits from Customers, Deposits and Placements of Banks and Other Financial Institutions
The fair values of deposits payable on demand and deposits and placements with maturities of less than cne year
approximate their carrying values due to the relatively short maturity of these instruments. The fair values of fixed
deposits and placements with remaining maturities of more than one year are estimated based on discounted cash
flows using applicable rates currently offered for deposits and placements with similar remaining maturities. The
fair value of Islamic deposits are estimated to approximate their carrying values as the profit rates are determined
at the end of their holding periods based on the actual profits generated from the assets invested.




42. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES (CONT'D.)

4]

(g9)

(h)

Recourse Obligation on Loans Sold to Cagamas

The fair values of recourse obligation on housing and hire purchase loans soid to Cagamas are determined
based on the discounted cash flows of future instalment payments at applicable prevailing Cagamas rates as
at balance sheet date.

Subordinated Obligations
The fair values of subordinated obligations are estimated by discounting the expected future cash flows using
the applicable prevailing interest rates for borrowings with similar risks profiles.

Derivative Financial instruments

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

43. CAPITAL AND OTHER COMMITMENTS

(a)

{b)

Capital expenditure approved by directors but not provided for in the financial statements amounted to:

Group Bank ‘
Comms  mes . ams  “TTae
RIVIZ000) RM°000 RIVIXOGE RM000
Approved and contracted for 177,951 182,974 158,507 157,528
Approved but not contracted for 376,918 284,622 318,802 223,186
554,869 467,596 477,309 380,714

Uncalled capital in shares of subsidiaries — — 280 280
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43. CAPITAL AND OTHER COMMITMENTS (CONT'D.)

(0)

44, CA

The Bank and a subsidiary are committed to lend up to five times the nominal value of its investment in Export
Credit Insurance Corporation of Singapore Limited (“ECIC”) to meet claims arising as part of the export credit
insurance business of the company. ECIC may, at its option, convert the whole or any part of any such loans
into fully paid shares.

[

! ;! Group Bank
‘ 2003 2003 2004 2003
RIMX000, RM"000 RVIX0GO RMC00
Maximum commitments in respect
of the investment in ECIC 11,048 10,791 11,048 10,791

PITAL ADEQUACY

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

I H ST -

| | Group Bank

{ 2004 2003 2004 2003
Without deducting proposed dividend*:

Core capital ratio 10.89% 10.65% 11.54% 11.45%
Risk-weighted capital ratio 15.62% 15.68% 14.74% 14 94%
After deducting proposed dividend:

Core capital ratio 10.37% 10.28% 10.86% 10.96%
Risk-weighted capital ratio 15.10% 15.30% 14.07% 14.46%

* In arriving at the capital base used in the ratio calculations of the Group and the Bank, the proposed dividends
for respective financial years were not deducted.
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. CAPITAL ADEQUACY (CONT'D.)

B - Grodpr -
L Xm0 2008 - 2008
= RVPERD T RM000- 0 RWFOED
Tier 1 capital
Paid-up share capital 3,600,172 3,589,465 3,600,172 3,589,465
Share premium 500,566 444,672 500,566 444,672
Other reserves 10,469,260 9,393,764 7,918,359 7,175,303
Tier 1 minority interest 203,504 202,943 — —
Less: Deferred tax assets (1,261,643) (1,110,840) (989,362) (855,546)
Total Tier 1 capital 13,511,859 12,520,004 11,029,735 10,353,894
Tier 2 capital
Subordinated obligations 2,244,000 2,434,000 2,244,000 2,434,000
. General provision for bad and
doubtful debts and financing 3,621,007 3,474,440 2,689,417 2,590,235
Total Tier 2 capital 5,865,007 5,908,440 4,933,417 5,024,235
Total capital 19,376,866 18,428,444 15,963,152 15,378,129
Less: Investment in subsidiaries — — (1,869,229) (1,868,713)
Capital base 19,376,866 18,428,444 14,093,923 13,509,416

The breakdown of risk-weighted assets (excluding deferred tax assets) in the various categories of risk-weights are

as follows:

T e e0s
0% 35,572,499 27,325,491 30,621,181 21,460,822
10% 2,270,884 4,262,725 1,614,342 3,233,650
20% 27,069,500 19,972,166 22,171,435 18,700,583
50% 22,537,394 19,877,897 18,331,996 15,615,461
100% 107,121,785 103,153,554 81,791,926 78,508,104

194,572,062 174,591,833 154,530,880 137,518,620
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45. SEGMENT INFORMATION

B

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

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

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

Capital expenditure comprises additions to property, plant and equipment.

(a) Primary Segment — By Business Segment
The Group comprises the following main business segments:

0

(i

Banking

The Banking segment focuses on business of banking in all its aspects which also include IBS operations.
Its activities are generally structured into two key areas, Retail Financial Services (“RFS”) and Enterprise
Financial Services (“EFS”).

RFS comprises the full range of products and services offered to individuals, including savings and fixed
deposits, remittance services, current accounts, consumer loans such as housing loans and personal loans,
unit trusts, bancassurance products and credit cards.

EFS provides a full range of financial services to business customers, ranging from large corporates and
the public sector to small and medium enterprises. The products and services offered include long-term
loans such as project financing, short-term credit such as overdrafts and trade financing, and fee-based
services such as cash management and custodian services.

Finance

The Finance segment focuses on business of a licensed finance company (including IBS operations) which
provides products and services to individual customers and small and medium enterprises, concentrating
on hire purchase financing, leasing, block discounting and other retail based loans products.
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45, SEGMENT INFORMATION (CONT'D.)

(a) Primary Segment — By Business Segment (Cont'd.)
(iii) Investment Banking

The Investment Banking segment includes business of a merchant bank, discount house and securities
broker. This segment focuses on business needs of mainly large corporate customers and financial
institutions. The products and services offered to customers include direct lending, advisory banking
services, bond issuance, equity financing, syndicated financing, mergers and acquisitions advisory services,
debt restructuring advisory services, and share and futures dealings.

Insurance and Takaful

(iv)

The insurance and takaful segment includes the business of underwriting all classes of general and life
insurance businesses, offshore investment life insurance business, general takaful and family takafuf

businesses.
(v) Others
The "Others” segment includes asset and fund management, nominee and trustee services and custodian
services.
'Group o o 7 Investment Insurance S
2004 Banking Finance Banking and Takaful Others  Elimination Consolidated '
( RAF000 RIVI0GCRNNNNNR 112000 SRR V000 RIVZGO0MMNNR 11000 I RM'(M)@
REVENUE
External revenue 7,921,836 1,827,585 451,180 247,931 72,388 — 10,520,920
Dividends from subsidiaries 589,217 7,188 40,821 34,652 875 (672,753) —
Other inter-segment
revenue - 163,861 18,346 3,450 28,089 15,442 (229,188) —
Total inter-segment revenue 753,078 25,534 44,271 62,741 16,317 (901,941) -
Total revenue 8,674,914 1,853,119 495,451 310,672 88,705 (901,941) 10,520,920
Segment results
- operating profit 3,418,683 766,129 174,164 128,556 35,827 (672,753) 3,850,606
Loan and financing loss
and provisions (537,018) 3,965 37,691 - —_ — (495,362)
Share of results of - :
associated companies - 740 — - 2,613 — 3,353
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45. SEGMENT INFORMATION (CONT'D.)

(a) Primary Segment — By Business Segment (Cont'd.)

Insurance

Group ‘ Investment
12004 Banking Finance Banking and Takaful Others  Elimination Consolidated
! RNV000 RVI{000 RM060 RM;000 RNVH000 RNV1000 RM:000)
REVENUE (CONT'D.)
Profit before taxation
and zakat 2,881,665 770,834 211,855 128,556 38,440 (672,753) 3,358,597
Taxation and zakat (794,711} (185,818) (22,693) (23,067) (12,895) 150,674 (888,510)
Profit after taxation
and zakat 2,086,954 585,016 189,162 105,489 25,545 (522,079) 2,470,087
Minarity interests (45,57¢6)
Net profit for the year 2,424,511
ASSETS AND LIABILITIES
Segment assets 151,903,745 22,825,694 9,290,211 4,151,352 297,088  (8,979,571) 179,488,520
Investment in
associated companies — 5,564 — — 13,343 - 18,907
Total assets 151,903,745 22,831,258 9,290,211 4,151,352 310,432 (8,979,571) 179,507,427
Total segment liabilities 139,196,376 20,239,120 7,954,472 2,970,054 160,359  (6,075,735) 164,444,646
OTHER INFORMATION
Capital expenditure 145,727 2,745 5331 1,086 4,415 — 159,304
Depreciation 141,205 22,067 6,624 8,227 2,522 — 180,645
Non-cash expensesdincome)
other than depreciation 453,752 72,979 (12,814) (1,201) 2,686 — 515,402
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45. SEGMENT INFORMATION {(CONT'D.)

(a) Primary Segment - By Business Segment (Cont'd.)

Group- — lnvestm;;t vvlnsuranc'e ‘

2003 Banking Finance Banking and Takaful Others  Elimination Consolidated
E e RPAND GO RABD GFOR) | GWROEDTT eay|
REVENUE
External revenue 7,418,224 1,900,683 431,519 230,426 56,758 — 10,037,610
Dividends from subsidiaries | 1,239,067 12,150 19,619 33,002 948  (1,304,788) -~
Cther inter-sagment

revenue 170,840 35,732 3,888 26,439 14,304 (251,203 -
Total intersegment revenue 1,409,907 47,882 23,507 59,441 15,252 {1,555,989) —
Total revenue 8,828,131 1,948,565 455,026 289,867 72,010 (1,555,989) 10,037,610
Segment results

- operating profit 3,813,844 724,838 166,429 135,687 {4,395)  (1,304,786) 3,531,617
Loan and financing

loss and provisions (882,064) (25,030 (4,320) — {434) — (911,848)
Share of results of

associated companies — {1,170 27 — 1,102 - {95)
Profit before taxation

and zakat 2,931,780 698,638 162,082 135,687 (3,727)  (1,304,786) 2,619,674
Taxation and zakat (684,845) (172,949) (19,800) {39,675) (8,136) 362,156 {563,249)
Profit after taxation

and zakat 2,246,935 525,689 142,282 96,012 {11,863) (942,630} 2,056,425
Minority interests (59,936)

Net profit for the year 1,996,489
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45. SEGMENT INFORMATION (CONT'D.)

(a) Primary Segment - By Business Segment (Cont'd.)

Group| ~lnvestment  Insurance
1
2003 lj Banking Finance Banking and Takaful Others  Elimination Consolidated

i

\
( : RV000 RME000 RA000 000 RM:000 RI000] RM'O

ASSETS AND LIABILITIES

Segment assets 136,588,647 23,448,341 9,174,514 3,422,565 364,101 (12,060,072) 160,938,096
Investment in

associated companies — 4852 — — 12,449 — 17,301
Total assets 136,588,647 23,453,193 9,174,514 3,422,565 376,550  (12,060,072) 160,955,397
Total segment liabilities 123,911,537 20,967,618 7,927,115 2,124,921 157,075 (8,018,052) 147,070,214

OTHER INFORMATION

Capital expenditure 209,240 10,065 5,183 1,943 33,101 — 259,537
Depreciation 129,127 25,498 7,099 8319 8,822 — 178,865
Non-cash expenses/

(income) other

than depreciation 699,804 123,608 11,298 10,032 5,069 (184,660) 665,151

(b) Secondary Segment - By Geographical Locations
In presenting information on the basis of geographical segments, segment revenue is based on geographical
locations of customers. Segment assets are based on the geographical locations of assets.

The Group has operations in Malaysia, Singapore, Indonesia, Philippines, Papua New Guinea, Brunei Darussalam,
People's Republic of China, Hong Kong SAR, Vietnam, United Kingdom, United States of America, Cambodia
and Bahrain.

With the exception of Malaysia and Singapore, no other individual country contributed more than 5% of the
consolidated revenue before operating expenses and of total assets.




45. SEGMENT INFORMATION (CONT'D.)

(b) Secondary Segment - By Geographical Locations (Cont'd.)

Total Revenue Profit before
from External Capital Segment Taxation
Customers  Expenditure and Zakat .

r : @MF fﬁ( =T Re00 ; MMW
2004
Malaysia 10,178,040 125,023 162,568,597 3,813,808
Singapore 756,503 18,475 17,579,299 144,215
Others 488,318 15,806 8,339,102 73,327
11,422,861 159,304 188,486,998 4,031,350
Elimination (901,941) —_ (8,979,571) (672,753)
Group 10,520,920 159,304 179,507,427 3,358,597
2003
Malaysia 10,375,731 218,361 150,130,607 3,791,387
Singapore 717,120 18,887 14,759,326 95,884
Others 500,748 22,289 8,125,536 37,189
11,593,599 259,537 173,015,469 3,924,460
Elimination (1,555,989) — (12,060,072) (1,304,786)
Group 10,037,610 259,537 160,955,397 2,619,674
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(a)

(b)

(a)

(b)

(9]

(d)

Outsourcing of IT Services
On 28 August 2003, the Bank entered into an estimated RM1.3 billion ten (10) year IT outsourcing agreement
with CSC Computer Science Sdn. Bhd. and CSC Computer Sciences Pte. Limited ("the CSC Group”). The services
to be provided under the agreement include data center operations, desktop management, network management
and IT help desk across the Group's operations in Malaysia and Singapore. The Group's IT Group would continue
to be responsible for IT strategy and architecture, applications development and strategic projects.

Increase in Equity Interest in Mayban Life International (Labuan) Ltd.

On 15 October 2003, Mayban Life Assurance Berhad ("“MLAB"), a 62.0% owned subsidiary of the Bank,
acquired 1,050,000 ordinary shares of USD1 each in Mayban Life International (Labuan) Ltd. ("MLI{L)"),
representing the remaining 30% equity interest of its investment in MLI(L), for a cash consideration of
UsD780,000 (RM2,983,500). MLI(L) becomes a wholly-owned subsidiary of MLAB subsequent to the acquisition,
and the Group's effective interest in MLI(L) increases from 43.4% to 62.0% since then.

SUBSEQUENT EVENTS

Disposal of Equity Interest in Inter-City MPC (M) Sdn. Bhd.

On 29 July 2004, Kertipan Bersinar Sdn. Bhd., a 72.7% owned subsidiary of the Bank, disposed 7,200,000
ordinary shares of RM1 each in Inter-City MPC (M) Sdn. Bhd. (ICM), representing 100% equity interest of its
investment in ICM, for a cash consideration of RM12,500,000.

Proposed ESOS and Increase in Authorised Ordinary Share Capital

As disclosed in Note 22, the revised Proposed ESOS (after incorporating the proposed changes) has been
approved by the shareholders on 11 August 2004 in the Extraordinary General Meeting. In addition to the
shareholders' approval obtained for the non-executive directors to participate in the revised Proposed ESOS,
approval from the shareholders has also been obtained for the grant of options under the revised Proposed
ESOS to subscribe for a maximum of 155,000 new ordinary shares in the Bank to Tunku Alizarki bin Raja
Muhammad Alias, an employee of the Bank and a person connected to a non-executive director, Raja Tan Sri
Muhammad Alias bin Raja Muhd. Ali.

The shareholders have also approved the resolution for the increase in the authorised ordinary share capital of
the Bank from RM4,000,000,000 to RM10,000,000,000 by the creation of an additional 6,000,000,000 new
ordinary shares of RM1 each in the same meeting.

Transfer of the business of Mayban Finance Berhad to the Bank

The vesting order for the transfer of the finance company business of a subsidiary, Mayban Finance Berhad, to
the Bank has been issued by the High Court on 17 August 2004. The transfer will be effective on 1 October
2004. The exercise has been approved by Bank Negara Malaysia vide its letter dated 4 June 2004,

Acquisition of Additional Equity Interest in Aseambankers Malaysia Berhad

The Bank obtained the approval of Bank Negara Malaysia on 1 June 2004 to acquire an additional 2,350,440
ordinary shares of RM1 each of Aseambankers Malaysia Berhad (“Aseambankers”) for a total consideration of
RM18,380,440. The Bank's shareholding in Aseambankers will increase from 75.0% to 79.7% when the acquisition
is completed in the future. The acquisition has not been completed as at the date of the financial statements.
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS")

BALANCE SHEETS AS AT 30 JUNE 2004

Group Bank
L Note 2004 2003 2002 2003
RIVIFOGO) RM'C00 RIVIX000) RMC00
ASSETS
Cash and short-term funds (a) 2,912,921 359,743 2,605,169 207,400
Deposits and placements with banks
and other financial institutions k) 89,570 166,471 64,970 134,472
Investment securities (0 3,111,229 3,201,790 2,051,061 2,128,313
Loans and financing (d) 14,581,517 11,703,438 12,182,100 9,858,485
Deferred tax assets (e) 203,058 108,106 148,462 76,896
Other assets 25,331 38,717 4,785 10,899
20,923,626 15,578,265 17,056,547 12,416,465
LIABILITIES
Deposits from customers (f) 11,738,086 11,162,258 9,957,356 8,924,332
Deposits and placements of banks
and other financial institutions (@ 4,227,747 1,415,177 4,001,000 1,107,871
Bills and acceptances payable 1,433,323 582,670 1,433,323 917,129
Other liabilities (h 2,081,206 1,005,428 870,100 772,448
Provision for taxation and zakat 9) 143,497 102,350 95,484 69,979
19,623,859 14,267,883 16,357,263 11,791,859
istamic banking capital fund (k) 1,299,767 1,310,382 699,284 624,606
20,923,626 15,578,265 17,056,547 12,416,465
COMMITMENTS AND CONTINGENCIES (p) 4,112,571 3,919,742 3,638,240 3,323,384

The accompanying notes form an integral part of the financial statements.
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“iBS”) (CONT'D.)

INCOME STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

) S

V“ - Group Bank ,
004, 2003 2004, 2008

RIZG0O0) RM'0Q0 RIVIZ000, RM°Q00

Income ] 521,970 383,081 334,675 252,301
Financing loss and provisions (m) (319,020) (203,701) (219,495) (143,343)
Net income 202,950 179,380 115,180 108,958
QOverhead expenses (n) (19,926) (17,066) (16,821) {14,502)
Profit before taxation and zakat 183,024 162,314 98,359 94,456
Taxation (o) (42,671) (40,657) (23,434) (21,946)
Zakat (869) (983) (247) (237)
Profit after taxation and zakat 139,484 120,674 74,678 72,273

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




48. THE OPERATIONS OF [SLAMIC BANKING SCHEME (“1BS”) (CONT’'D.)

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2004

Islamic
Banking Statutory Retained

Fund Reserve Profits Total
B RNI:000 RMPEE0 RN000 RVFER0 |
Group
At 1 July 2002 332,500 — 506,250 838,750
Net profit for the year — —_ 120,674 120,674
Transfer to Islamic Banking Fund 350,958 — — 350,958
Transfer to statutory reserves — 1,313 (1,313) —
At 30 June 2003 683,458 1,313 625,611 1,310,382
Net profit for the year — — 139,484 139,484
Transfer from Islamic Banking Fund (150,099) — — (150,099)
Transfer to statutory reserves — 2,523 (2,523) —
At 30 June 2004 533,359 3,836 762,572 1,299,767
Bank
At 1 July 2002 222,500 — 329,833 552,333
Net profit for the year — — 72,273 72,273
At 30 June 2003 222,500 ' — 402,106 624,606
Net profit for the year — — 74,678 74,678
At 30 June 2004 222,500 — 476,784 699,284

The accompanying notes form an integral part of the financial statements.
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THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT'D.)

CASH FLOW STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

7 ﬂ[

‘ Group Bank
ROOA 2003 2004 2003
RIVROOO! RM000 RIVIF000) RM 000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 183,024 162,314 98,359 94,456
Adjustments for:
Loan and financing loss and provision 329,355 208,217 221,849 143,469
Amortisation of premiums less accretion
of discounts of investment securities (19,200) (20,569) (14,833) (16,168)
Income-in-suspense 34,358 25,311 26,305 21,807
Profit Equalisation Reserve 101,559 65,549 91,939 42,372
629,096 440,822 423,619 285,936
Decrease in ideposits and placements with '
banks and other financial institutions 76,901 113,184 69,502 63,183
Decrease in dealing securities — 165,678 — —
Increase in loans and financing (3,241,792) (3,691,064) (2,571,769) (3,138,258)
Increase in other assets 13,386 389,818 6,114 55,589
Increase in deposits from customers 575,828 236,127 1,033,024 287,389
Increase in deposits and placements of banks
and other financial institutions 2,812,570 100,585 2,893,029 275,366
Increase in bills and acceptances payable 850,653 561,371 516,194 895,830
Net (purchase)/disposal of investment securities 109,761 (354,647) 92,085 (267,405)
Increase in other liabilities 974,219 883,093 5,713 683,360
Cash generated from operations 2,800,622 {(1,155,029) 2,467,511 (859,010)
Taxes and zakat paid (97,345) (86,670) (69,742) (42,294)
Net cash generated from/(used in)
operating activities 2,703,277 (1,241,699) 2,397,769 (901,304)
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48, THE OPERATIONS OF ISLAMIC BANKING SCHEME {"IBS") (CONT'D.)

CASH FLOW STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004 (CONT'D.)

Group Bank
L 2003
RIV000 RIVFOOO
CASH FLOWS FROM FINANCING ACTIVITY
Funds transferred (from)/to Head Office (150,099) 350,958 — —
Net cash (used in)/generated
from financing activity (150,099) 350,958 — —
NET INCREASE/(DECREASE) IN CASH
AND CASH EQUIVALENTS 2,553,178 (890,741) 2,397,769 (901,304)
CASH AND CASH EQUIVALENTS -
AT BEGINNING OF YEAR 359,743 1,250,484 207,400 1,108,704
CASH AND CASH EQUIVALENTS
AT END OF YEAR 2,912,921 359,743 2,605,169 207,400
Cash and cash equivalents comprise:
Cash and short term funds 2,912,921 358,743 2,605,169 207,400

The accompanying notes form an integral part of the financial statements.
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“1BS”) (CONT'D.)

(a) CASH AND SHORT-TERM FUNDS

C  Group Bank
! 002, 2003 2004, 2003
‘ RIVI000) RMC00 RIVIX000) RV000
Cash, balances and deposits with banks
and other financial institutions 2,912,921 359,743 2,605,169 207,400

(b) DEPOSITS AND PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS

"\ Group Bank
" 2002 2003 2004} 2003
RIVIFO0O) RM'000 RIVAZ000) RM°C00
Licensed banks 12,600 80,000 20,000 80,000
Licensed merchant banks 38,600 47,000 38,600 47,000
Bank Negara Malaysia 6,370 7,471 6,370 7,472
Qther financial institutions 32,000 32,000 — —
89,570 166,471 64,970 134,472
(c) INVESTMENT SECURITIES
| ‘ Group - Bank
R.004; 2003 2004 2003
RIVIZOOO RM'000 RIM000] RM°C00
Money market instruments:
Cagamas Mudharabah bonds 153,929 153,924 153,929 153,924
Malaysian Government Investment
certificates and issues 413,569 254,896 329,240 203,672
Khazanah bonds 148,220 232,060 24,322 142,914
Islamic accepted bills 623,678 1,350,601 623,678 1,350,601
Negotiable Islamic certificates of deposits 954,151 267,721 896,979 238,154
Total money market instruments 2,293,547 2,259,202 2,028,148 2,089,265
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“1BS") (CONT'D.)

() INVESTMENT SECURITIES (CONT'D.)

N Group ‘ ' Bank
: S 2004 2003 002 2003
e s : RIVIZOO0, RM'000 RIVIZ000 RM’000
Unquoted securities in Malaysia:
Private and lIslamic debt securities 819,526 922,810 14,350 14,350
Accumulated accretion of discounts
less amortisation of premiums 14,156 40,778 8,563 24,698
Provision for diminution in value
of Islamic debt securities (16,000) (21,000) — —
3,111,229 3,201,790 2,051,061 2,128,313
Indicative value of unquoted securities:
Cagamas
Mudharabah bonds 155,247 152,515 155,247 152,515
Malaysian Government
Investment certificates and issues 419,963 261,986 335,034 208,493
Khazanah bonds 151,329 266,667 26,161 166,429
Private and Islamic debt securities 827,716 954,384 14,350 14,350

The maturity structure of money market instruments held for investment is as, follows:

Group Bank
004 2003 2004 2003
RIVI00Q RM’000 RIN000 RM000
Maturing within one year 1,451,071 1,916,460 1,421,942 1,752,786
Cne year to three years 700,070 303,073 509,791 298,435
Three years to five years 142,406 38,044 96,415 38,044
After five years — 1,625 — —
2,293,547 2,259,202 2,028,148 2,089,265
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS") (CONT'D.)

(d) LOANS AND FINANCING

'i Group ' Bank

‘ 2002 2003 2004, 23

RIVIX000 RM000 RIVIZ000 RM'000

Overdrafts 1,191,398 1,129,008 1,191,398 1,129,008

Term financing 18,328,632 16,758,987 16,999,470 15,212,029

Trust receipts 199,081 237,564 152,292 177,939

Hire purchase receivables 2,316,239 1,597,262 — —_

Other financing 2,706,854 1,308,529 2,521,772 1,368,154

24,742,204 21,031,350 20,864,932 17,887,130

Unearned income (9,321,733) (8,785,431) (8,102,952) (7,665,143)

Gross loans and financing 15,420,471 12,245,919 12,761,980 10,221,987

Provision for bad and doubtful debts
and financing

- Specific (217,866) (172,214) (121,607) (88,756)

— General (534,031) (306,364) (395,910) (232,255)

Income-in-suspense (87,057) (63,903) (62,363) (42,491)

Net loans and financing 14,581,517 11,703,438 12,182,100 9,858,485
(i) Loans and financing analysed by concepts are as follows:

Group 7 Bank

2004 2003 2001, 2003

RM000 RGO RMVIZ000) Rv'C00

Al-Bai" Bithaman Ajil 10,578,104 9,119,157 10,096,940 8,677,984

Al-liarah 1,833,046 1,226,985 — —

Al-Murabahah 2,659,227 1,536,956 2,659,227 1,536,956

Other principles 350,094 362,821 5,813 7,047

15,420,471 12,245,919 12,761,980 10,221,987
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME {“IBS”) (CONT'D.)

{d) LOANS AND FINANCING (CONT'D.)
(i) Loans and financing analysed by their economic purposes are as follows:

Group Bank
2003 -.2008
RIVIZOO0) RM'000 RM000
Agriculture 262,910 412,194 261,120 410,110
Manufacturing 2,047,128 1,127,722 2,038,438 1,119,324
Electricity, gas and water 251,745 70,222 251,226 70,114
Construction 583,072 507,937 505,544 441,529
Real estate 133,874 222,849 131,726 221,152
Purchase of landed properties:
— Residential 7,082,372 6,337,377 6,597,801 5,895,536
— Non-residentia! 709,076 408,533 600,989 285,446
— Less Islamic loans sold to Cagamas (114,380) (127,268) (114,380) (127,268)
General commerce 563,980 345,696 555,101 333,736
Transport, storage and communication 227,599 193,655 218,380 183,887
Finance, insurance and business service 1,120,366 814,598 1,115,250 812,601
Purchase of securities 110,545 155,550 70,911 107,295
Purchase of transport vehicles 2,110,705 1,593,029 133 141
- Less Islamic loans sold to Cagamas (351,994) (425,341) — —
Consumption credit 500,769 458,696 353,643 320,116
Others 182,704 150,470 176,098 148,268

15,420,471 12,245,919 12,761,980 10,221,987

(i) The maturity structure of loans and financing is as follows:

Group” Bank |
2003 20048 2003
RSOGO RM°000 RIVIQO0 RMC00
Maturing within one year 4,025,505 2,794,421 3,985,115 2,783,567
One year to three years 424,220 317,653 240,526 117,572
Three years to five years 812,104 1,228,419 248,629 403,394
After five years 10,158,642 7,905,426 8,287,710 6,917,454

15,420,471 12,245,919 12,761,980 10,221,987
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT'D.)

(d) LOANS AND FINANCING (CONT'D.)
(iv) Movements in the non-performing loans and financing (including income receivables) are as follows:

Group - o Bank
2004 2003 2004 2008
RME000; RM0CO RIMVI000] RMr000
Gross balance at beginning of year 883,462 601,101 697,685 428,292
Classified during the year 1,079,420 836,679 923,746 674,933
Recovered/regularised during the year ~ (768,563) (525,938) (684,291) (408,005)
Expenses debited to
customers’ accounts 2,571 3,750 2,571 3,750
Amount written off (53,572) (32,130) (21,070) (1,285)
Gross balance at end of year 1,143,318 883,462 918,641 697,685
Less:
— Specific provision (217,866) (172,214) {(121,607) (88,756)
~ Income-in-suspense (87,057) (63,903) (62,363) (42,491)
Net non-performing loans 838,395 647,345 734,671 566,438
Gross loans and financing 15,420,471 12,245,919 12,761,980 10,221,987
Add: Loans sold to Cagamas 466,374 552,609 114,380 127,268
15,886,845 12,798,528 12,876,360 10,349,255
Less:
- Specific provision (217,866) (172,214) (121,607) (88,756)
- Income-in-suspense (87,057) (63,903) (62,363) (42,491)

Net loan and financing
(including loans sold to Cagamas) 15,581,922 12,562,411 12,692,390 10,218,008

Ratio of net non-performing loans 5.38% 5.15% 5.79% 5.54%

290 Maybank 2004 Annual Report



48. THE OPERATIONS OF ISLAMIC BANKING SCHEME ("iBS") (CONT'D.)

(d) LOANS AND FINANCING (CONT'D.)
{v)  Movements in the provision for bad and doubtful debts and income-in-suspense are as follows:

'lGroup - Bank |

RGO U RMI000 RIMO00
Specific provision
Balance at beginning of year 172,214 164,653 88,756 79,136
Provision made during the year 268,756 214,177 82,842 33,912
Amount written back in respect

of recoveries {(165,877) (178,706) (22,580) (17,905)
Amount written off (49,677) (22,761) (19,861) (1,238)
Transfer to general provision (2,084) — (2,084) —
Transfer to specific provision for

restructured/rescheduled

loans and financing {5,466) (5,149) {5,466) (5,149)
Balance at end of year 217,866 172,214 121,607 88,756
General provision
Balance at beginning of year 306,364 133,793 232,255 104,793
Provision made during the year 225,583 172,571 161,571 127,462
Transfer from specific provision 2,084 — 2,084 —
Balance at end of year 534,031 306,364 395,910 232,255
As a percentage of total loans

(including Islamic loans sold to

Cagamas less specific provision
and income-in-suspense) 3.43% 2.44% 3.12% 2.27%

As a percentage of total risk-weighted .
assets, excluding deferred tax assets 3.90% 2.77% 3.86% 2.87%




48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“I1BS") (CONT'D.)

(d) LOANS AND FINANCING (CONT'D.)

(v}  Movements in the provision for bad and doubtful debts and income-in-suspense are as follows (Cont'd.):

{
J

Group Bank
1 20043 2008 20043 2008
i RVIZ000) RM'@00 RIVIZ000, RM'000
lincome-in-suspense
IBalance at beginning of year 63,903 47,786 42,491 20,731
IProvision made during the year 93,690 72,645 70,076 42,676
Amount written back in
respect of recoveries (59,332) (47,334) (43,771) (20,869)
Transfer to income-in-suspense for
restructured/rescheduled
loans and financing (8,187) — (5,224) —
Amount written off (3.017) (9,194) (1,209) (47)
Balance at end of year 87,057 63,903 62,363 42,491
(e) DEFERRED TAX ASSETS
{ ‘( i Group -Bank
‘ 2004 2003 2004 2003
‘ RIVIZ000 RM000 RIVIO00 RM"000
At 1 July 2003/2002 (108,106} (47,612) (76,896) (29,342)
Recognised in the income statement
(Note 48 (0)) (92,486) (60,494) (71,566) (47,554)
Transfer to provision for taxation (2,466) — — —
At 30 June 2004/2003 (203,058) (108,106) (148,462) (76,896)
Presented after appropriate offsetting
as follows:
Deferred tax assets, net {203,058) (110,572) (148,462) (76,8396)
Deferred tax liabilities, net — 2,466 — —

292 Maybank 2004 Annual Report



48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“iBS") (CONT'D.)

(e) DEFERRED TAX ASSETS (CONT'D.)
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set-off current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The net
deferred tax assets shown in the balance sheet have been determined after appropriate offsetting.

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

Deferred Tax Assets of the Group:

Provision for
Diminution in !

Value of |
Loan Loss Investments
and Provisions and Provision Other
and Income Amortisation for Temporary ‘
Suspended of Premiums Liabilities Differences Total |
B RIVE000 U000 RUVIE000) MO0 ROAE00 |
At 1 July 2003 (88,127) {5,880) {(4,700) {11,865) (110,572)
Recognised in the
income statement (63,538) 1,400 (54) (30,294) (92,486)
At 30 June 2004 (151,665) (4,480) (4,754) (42,159) (203,058)
At 1 July 2002 (40,877) {5,880) (2,20M) — (49,058)
Recognised in the
income statement (47,150) — (2,499) (11,865) (61,514)

At 30 June 2003 (88,127) (5,880) {4,700) (11,865) (110,572)
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48. THE OPERATICNS OF ISLAMIC BANKING SCHEME (“I1BS”) (CONT'D.)

(e) DEFERRED TAX ASSETS (CONT'D.)

Deferred Tax Liabilities of the Group:

! Accretion of
t}‘ Discounts on
|

Investments

B RI%000 |
At 1 July 2003 2,466
Transfer to provision for taxation (2,466)
At 30 June 2004 —
At 1 luly 2002 1,446
Recognised in the income statement 1,020
At 30 June 2003 2,466
Deferred Tax Assets of the Bank:
1 T Loan Loss Other
4 ‘n‘ and  Temporary

| Provisions  Differences Total

i

\‘ RIVIL000; RVX000) RIVI000
At 1 July 2003 (65,031) (11,865) (76,896)
Recognised in the income statement (45,823) (25,743) (71,566)
At 30 June 2004 {110,854) {37,608) (148,462)
At 1 July 2002 (29,342) — (29,342)
Recognised in the income statement {35,689) (11,865) (47,554)
At 30 June 2003 (65,031) (11,865) (76,896)
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT'D.)

(f) DEPOSITS FROM CUSTOMERS

Groupy

S T 2608 - 2003

B e (GO0 RM000
Mudharabah Fund
Demand deposits 3,244 251 — —
Savings deposits 127,798 115,074 - —
General investment deposits 5,218,542 6,844,963 3,568,854 4,722,362
Special investment deposits 481,383 142,898 481,383 142,898

5,830,967 7,103,186 4,050,237 4,865,260

Non-Mudharabah Fund

Demand deposits 3,063,365 2,308,080 3,063,365 2,308,080
Savings depasits 1,828,129 1,387,105 1,828,129 1,387,105
Negotiable instruments of deposits 1,015,625 363,887 1,015,625 363,887

5,907,119 4,059,072 5,907,119 4,059,072

11,738,086 11,162,258 9,957,356 8,924,332

(i)  The maturity structure of general and special investment deposits and negotiable instruments of deposits

is as follows:
- S Gow  Bank
M08 2003 2004 2008
RIVIXDO0) T RM000 M0 T RMIB00
Due within six months 5,355,435 6,119,207 3,849,652 4,154,058
Six months to one year 1,220,833 1,194,375 1,084,734 1,048,329
One year to three years 25,983 32,710 19,570 24,112
Three years to five years 113,299 5,456 111,906 2,648

6,715,550 7,351,748 5,065,862 5,229,147
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48. THE OPERATIONS OF iSLAMIC BANKING SCHEME (“IBS") (CONT'D.)
(f) DEPOSITS FROM CUSTOMERS (CONT'D.)

(i) The deposits are sourced from the following customers:

\ Group Bank
.00, 2003 2004 2003
RIVIXOG0) RM'C00Q RINVIOOO0, RM000
Business enterprises 3,338,568 3,972,555 3,045,178 3,114,140
Individuals 2,726,426 2,815,688 2,515,584 2,213,113
Others 5,673,092 4,374,015 4,396,594 3,597,079

11,738,086 11,162,258 9,957,356 8,924,332

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

‘[_ﬁ Group Bank
2002 2003 2002, 2008
. RVIO00, RM000 RIVIZ000, RM000
Mudharabah Fund
Licensed banks 1,600,580 242,228 1,601,810 289,000
Licensed finance companies 123,910 67,250 123,910 67,250
Licensed discount houses 510,151 108,820 479,250 108,820
Licensed merchant banks 75,630 700 74,590 —
Other financial institutions 200,451 375,565 4,415 89,787
2,510,722 794,563 2,283,975 564,857
Non-Mudharabah Fund
Licensed banks 1,385,304 488,586 1,385,304 446,086
Licensed finance companies 59,710 60,000 59,710 45,000
Licensed discount houses 219,655 — 219,655 —
Licensed merchant banks —_ 20,000 — —
Other financial institutions 52,356 52,028 52,356 52,028
1,717,025 620,614 1,717,025 543,114
4,227,747 1,415,177 4,001,000 1,107,971
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“I1BS”) (CONT'D.)
(h) OTHER LIABILITIES
S R GroupA Bank
2004 2003 2004! 2003
RIVIZG00 RM'000 RMEE RM'000
Profit payable 36,613 38,181 29,565 28,688
Profit equalisation reserve (Note 48(i)) 167,108 65,549 134,311 42,372
Due to Head Office 1,838,091 883,848 668,067 684,248
Other creditors, provisions and accruals 39,394 17,850 38,157 17,140
2,081,206 1,005,428 870,100 772,448
(i) PROFIT EQUALISATION RESERVES
o Grou;; - Bank
2004 2003 2,007 2003
RIVIX000; RM 000 RIVIZOG0 RM’C00
The movements in PER are as follows:-
At 1 July 2003/2002 65,549 — 42,372 —
Amount arising during the year 124,197 74,578 91,939 42,372
Amount written back . (22,638) (9,029) — —
At 30 June 2004/2003 167,108 65,549 134,311 42,372
(j)) PROVISION FOR TAXATION AND ZAKAT
o 7 Group » " Bahk
2004 2003 004 2003
RM 00 RM'C00 RIVIXOOO RM0C0
Taxation 137,623 97,018 95,000 69,500
Zakat 5,874 5,332 484 479
143,497 102,350 95,484 69,979
—=Z
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“iBS") (CONT'D.)

(k) ISLAMIC BANKING CAPITAL FUND

] 'Group Bank
: 2004 2003 2004 2003
RIMZG00, RM'000 RIVIR0OGQ RM°C00
Funds allocated from Head Office 533,359 683,458 222,500 222,500
Statutory reserves 3,836 1,313 — —
Retained profits 762,572 625,611 476,784 402,106
1,299,767 1,310,382 699,284 624,606
() INCOME FROM THE OPERATIONS OF IBS
C ~ Group Bank
’ P00 2003 004 2003
RIMZ000 RM°000 RIVIX000 RM'000
income derived from investment
of depositors’ funds 974,716 760,364 688,299 511,747
Income attributable to depositors:
- Other customers
Mudharabah Fund (215,285) (235,110) (111.562) {152,506)
Non-Mudharabah Fund (78,886) (41,041) (78,886) (41,042)
(294,171) (276,151) (190,448) (193,548)
— Banks and other financial institutions
Mudharabah Fund (29,511) (36,936) (29,392) (22,656)
Non-Mudharabah Fund (58,008) (23,126) (67,919) (23,127)
(87,519) (60,062) (97,311) (45,783)
Profit equalisation reserves (101,559) (65,549) (91,939) (42,372}
Income attributable to the Group/Bank 491,467 358,602 308,601 230,044
- Other IBS income 46,047 36,806 41,616 34,584
~ Other IBS expenses (15,544) (12,327) (15,542) (12,327)
521,970 383,081 334,675 252,301




48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS") (CONT'D.)
() INCOME FROM THE OPERATIONS OF IBS (CONT'D.)

Details of the income derived from investment of depositors’ funds and funds allocated from Head Office are

as follows:
Group Bank
n ‘
e ones . EE o funde IBH
2004
Income from financing 882,173 — 624,071 —
Investment income:
— Gainf(loss) from sale of dealing securities (1,052) — (1,052) _
— Gain/(loss) from sale of
investment securities 5,376 - — —
— Gross income from investment securities 79,327 — 64,953 —_
965,824 — 687,972 —
Fee income:
-~ Commission — 32,514 —_ 32,514
- Service charges and fees 662 9,101 219 9,101
— QOther fee income 107 532 108 1
- Other non-operating income 8,123 3,900 — —
974,716 46,047 688,299 41,616
2003
Income from financing 682,268 — 456,624 —
Investment income:
- Gain/(loss) from sale of dealing securities 2,718 — (1,754) —
~ Gain/(loss) from sale of
investment securities 6,307 — — —
- Gross income from investment securities 61,939 — 56,162 —
753,232 — 511,032 —
Fee income:
- Commission — 28,850 — 26,628
- Service charges and fees 1,296 7,956 682 7,956
— Other fee income 33 — 33 —
- Other non-operating income 5,803 — — —

760,364 36,806 511,747 34,584
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT’D.)
{m) FINANCING LOSS AND PROVISIONS
MH‘ ' Group Bank
‘ 200 2003 P000, 2003
RVIz68@ RMO00 RIVIZOG0 RM’000
Provision for bad and doubtful debts
and financing:
- Specific (net) 102,879 35,471 60,262 16,007
~ General 225,583 172,571 161,571 127,462
Bad debts and financing:
— 'Written off 893 175 16 —
— iRecovered (10,335) (4,516) (2,354) {126)
319,020 203,701 219,495 143,343
(n) OVERHEAD EXPENSES
hfi - o Bank
‘ 2004 20038 004! 2003
RIVI060) RM’000 RIVLGE RMG00
Personnel expenses* 9,009 7,945 8,067 7,092
Establishment costs 3,579 3,233 3,348 3,038
Marketing costs 1,502 923 999 755
Administration and general expenses 5,836 4,965 4,407 3,617
19,926 17,066 16,821 14,502
Included in overhead expenses are:
Shariah Committee
Members’ fee and remuneration 52 45 52 45
* Personnel expenses
Salaries and wages 7,213 6,481 6,471 5,789
Social security cost 56 53 51 49
Pension cost — defined contribution plan 1,120 953 981 845
Other staff related expenses 620 458 564 409
9,009 7,945 8,067 7,092




48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS") (CONT'D.)

(o)

TAXATION

7 ~ Group “Bank

2004} 2003 2,004} 2003

RIVIFO0U, RM’0C0 RM000 RM"000

Current year's provision 135,157 101,151 95,000 69,500

Deferred tax in relation to origination

and reversal of temporary differences

(Note 48(e)) (92,486) (60,494) (71,566) (47,554)

42,671 40,657 23,434 21,946

(p) COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bank and its subsidiaries make various commitments and incur certain

contingent labilities with legal recourse to their customers. No material losses are anticipated as a result of

these transactions.

Risk-weighted exposure of the Bank and its subsidiaries as at 30 June, are as follows:

2004 2003
Creait Crealt
Pindpel  GEguivalent Principsl Equivalent
RME000) RIVIKOO) RM 000 RM’000
Group .
Direct credit substitutes 192,026 192,026 130,187 130,187
Certain transaction-related contingent items 530,932 265,466 402,147 201,174
Short-term self-liguidating trade
related contingencies 218,530 43,706 157,304 31,461
Islamic housing and hire purchase loans
sold to Cagamas Berhad 466,374 466,374 552,609 552,609
Irrevocable commitments to extend credit;
~ Maturity within one year 1,668,197 — 1,764,007 —
~ Maturity exceeding one year 425,988 212,994 737,578 368,789
Miscellaneous 610,524 — 175,910 —
4,112,571 1,180,566 3,919,742 1,284,220
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“IBS”) (CONT'D.)
(p) COMMITMENTS AND CONTINGENCIES (CONT'D.)
B 2004 2003
Credlt
principaIEqUivaleny Principel Equivelent
RMAE00 RIVI{060 RM000 RIV'000
Bank
Direct credit substitutes 192,026 192,026 130,187 130,187
Certain transaction-related contingent items 530,932 265,466 402,147 201,074
Short-term self-liquidating trade
related contingencies 218,529 43,706 157,304 31,461
Islamic housing loans sold to
Cagamas Berhad 114,380 114,380 127,268 127,268
frrevocable commitments to extend credit:
— Maturity within one year 1,668,197 —_ 1,763,528 —
- Maturity exceeding one year 303,652 151,826 567,040 283,520
Miscellaneous 610,524 — 175,910 —
3,638,240 767,404 3,323,384 773,510
(q) CAPITAL ADEQUACY
The capital adequacy ratios of the Group and the Bank as at 30 June, are as follows:
1 “1 Group 7 Bank
i 205 2003 002 20608
Capital ratio
Core capital ratio 8.01% 10.86% 5.37% 6.76%
Risk-weighted capital ratio 11.91% 13.63% 9.23% 9.63%
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME ("IBS") (CONT'D.)

(q) CAPITAL ADEQUACY (CONT'D.)

Group Bank ‘

2003 2003
RVIZ060) RIVIZ000) RMIZ000) RM000
Tier 1 capital
Islamic banking fund 533,359 683,458 222,500 222,500
Statutory reserves 3,836 1,313 -— —
Retained profits , 762,572 625,611 476,784 402,106
Less: Deferred tax assets (203,058) (108,106) (148,462) (76,896)
Total Tier 1 capital 1,096,709 1,202,276 550,822 547,710
Tier 2 capital
General provision for bad and

doubtful debts and financing 534,031 306,364 395,910 232,255
Total Tier 2 capital 534,031 306,364 395,910 232,255
Capital base 1,630,740 1,508,640 946,732 779,965

The breakdown of risk-weighted assets (excluding deferred tax assets) in the various categories of risk-weights
are as follows:

7 7 Group ' Bank

F-002 2003 2003

RMVZ000) RIVIZOO0) RVIXOGO RIVIKOOO,
0% 2,874,992 710,221 2,735,364 558,673
10% 153,929 153,924 153,929 153,924
20% 2,714,978 2,428,105 2,068,832 1,987,766
50% 7,115,876 6,401,312 6,584,418 5,912,745
100% 9,573,307 7,366,536 6,528,856 4,732,030

22,433,082 17,060,098 18,071,399 13,345,138
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48. THE OPERATIONS OF {SLAMIC BANKING SCHEME (“IBS”) (CONT'D.)
(r) FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

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

~r e e e e e

2004 2003

il [i
L _
\ Carnfing Camying
Velus Falr Yelus Valve Falr Velua
RINVIZ000) RME000, RM'000 RM00
Group
Financial assets
Investment securities 3,111,229 3,132,084 3,201,790 3,253,228
Loans and financing* 15,115,548 15,378,915 12,009,802 12,610,566
Financial liabilities
Deposits from customers 11,738,086 11,741,468 11,162,258 11,162,258
Bank
Financial assets
investment securities 2,051,061 2,051,449 2,128,313 2,130,541
Loans and financing* 12,578,010 12,814,780 10,090,740 10,398,825
Financial liabilities
Deposits from customers 9,957,356 9,959,590 8,924,332 3,924,332

* The general provisions for the Group and the Bank amounting to RM534,031,000 (2003: RM306,364,000)
and RM395,910,000 (2003: RM232,255,000) respectively have been added back to arrive at the carrying
value of the loans, advances and financing.

The methods and assumptions used to estimate the fair values of the financial assets and financial liabilities of
IBS operations are as stated in Note 42,
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48. THE OPERATIONS OF ISLAMIC BANKING SCHEME (“iIBS”) (CONT'D.)

(s) COMPARATIVES

)

The presentation of the financial statements of the IBS operations for the current year has been changed to
adopt the format as prescribed by Malaysian Accounting Standards Board Standard i-1: Presentation of Financial
Statements of Islamic Financial Institutions. Comparative figures have been reclassified to conform with this
presentation, where necessary.

SHARIAH COMMITTEE

The operation of IBS is governed by Section 124(3) of the Banking and Financial Institutions Act 1996 (“the
Act”), which stipulates that “any ficense institution carrying on Islamic Financial business, in addition to its
existing licensed business may, from time to time seek the advise of the Shariah Advisory Council established
under subsection (7) of the Act on the operations of its business in order to ensure that it does not involve
any element which is not approved by the Religion of /slam” and Bank Negara Malaysia’s guideline on “Skim
Perbankan Tanpa Faedah” for the Commercial Banks under Part ill Section B (11} which states that “The bank
shall be required to appoint one or more Shariah consultants to advise the Islamic Banking Institutions on
matters pertaining to Shariah”.

Based on the above, the duties and responsibilities of the Group’s Shariah Consultants are to advise on the overall
Istamic Banking operations of the Group's business in order to ensure compfiance with the Shariah requirements.
The roles of Shariah Consultants in monitoring the Group's activities include:

(a) Review the products and services to ensure conformity with the Shariah requirements.

(b) Deliberate on Shariah issues pertaining to the day-to-day operations and provide advise accordingly
through regular meetings.

{¢) Provide endorsement to investment banking proposals including structuring of facilities capital market
instruments, takaful, and etc.

(d) Participate in the in-house training programmes of the Group.

The Group presently has three Sharigh Consuitants. For the Group’s takaful business, Mayban Takaful Berhad
is advised by a five-member Shariah Supervisory Council.

Maybank 2004 Annua!l Report




[
1

to the Finenclel Siafements - 20 e

1
¢
(o)

48. THE OPERATIONS CF ISLAMIC BANKING SCHEME (“1BS”) (CONT'D.)
(u) ALLOCATION OF INCOME

The policy of allocation of income to the various types of deposits and investments is subject to “The
Framework on Rate of Return” issued by Bank Negara Malaysia on October 2001. The objective is to set the
minimum standard and terms of reference for the Islamic banking institutions in calculating and deriving the
rate of return for the depositors.

49. LIFE, GENERAL TAKAFUL AND FAMILY TAKAFUL FUNDS" BALANCE SHEET

AS AT 30 JUNE 2004

R  Group
2004 2003

RIVIZ000) RM°0C0
ASSETS
Property, plant and equipment 11,090 14,079
Investments 1,532,569 1,257,215
Loans 46,117 34,873
Receivables 32,748 23,088
Cash and bank balances 4,044 7,361
Investment-linked business assets 993,892 427,163
Total life, general takaful and family takaful business liabilities 2,620,460 1,763,779
LIABILITIES
QOther liabilities 88,106 103,032
Investment-linked business liabilities 13,385 4,411
Total life, general takaful and family takaful business liabilities 101,491 107,443
Life, general takaful and family takaful policyholders' funds 2,518,969 1,656,336

2,620,460 1,763,779

()  The operating revenue generated from the life insurance, general takaful and family takaful businesses of the
Group for the financial year amounted to approximately RM1,129,906,000 (2003: RM6&09,372,000).




49. LIFE, GENERAL TAKAFUL AND FAMILY TAKAFUL FUNDS' BALANCE SHEET
AS AT 30 JUNE 2004 (CONT'D.)

(i} The estimated fair values of financial assets and financial liabilities of the life, general takaful and family takaful
funds as at the balance sheet date approximate their carrying amounts as shown in the balance sheets, except
for the following financial assets and liabilities:

2004 2003

Group
Investments 1,532,569 1,532,388 1,257,215 1,305,407
Loans 46,117 46,117 34,873 34,941

The methods and assumptions used to estimate the fair values of the financial assets and financial liabilities of
the life and family takaful funds are as stated in Note 42.

50. COMPARATIVES

The presentation and classification of items in the current year financial statements have been consistent with the
previous financial year except that certain comparatives amounts relating to cheque clearing receivables have been
adjusted to conform with current year's presentation.

As ‘
Previously !
Stated Adjustments As Restated ‘
L S I 7000
Group
Cash and short-term funds 16,122,434 517,195 16,639,629
Other assets 2,565,786 (517,185) 2,048,591
Risk-weighted assets
- 20% 19,454,971 517,195 19,972,166
- 100% 103,670,749 (517,195) 103,153,554




50. COMPARATIVES

i | As
il
| | Previously
:J Stated Adjustments As Restated
RIVIXO00 RMZ000 RM'@O@
Group (Cont'd.)
Without deducting proposed dividend*:
- Core «capital ratio 10.61% 0.04% 10.65%
- Risk-weighted capital ratio 15.62% 0.06% 15.68%
After deducting proposed dividend:
- Core capital ratio 10.24% 0.04% 10.28%
— Risk-weighted capital ratio 15.25% 0.05% 15.30%
Bank
Cash and short-term funds 13,218,144 472,462 13,690,606
Other assets 1,212,873 (472,462) 740,411
Risk-weighted assets
- 20% 18,228,121 472,462 18,700,583
- 100% 78,980,566 (472,462) 78,508,104
Without deducting proposed dividend*:
- Core capital ratio 11.40% 0.05% 11.45%
- Risk-weighted capital ratio 14.88% 0.06% 14.94%
After deducting proposed dividend:
- Core capital ratio 10.92% 0.04% 10.96%
~ Risk-weighted capital ratio 14.40% 0.06% 14.46%

* In arriving at the capital base used in the ratio calculations of the Group and the Bank, the proposed dividends
for respective financial years were not deducted.

51. CURRENCY

All amounts are in Ringgit Malaysia unless otherwise stated.
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Maybank
14th Floor, Me
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50050 Kuala |

RT. Bank May
BCD Tower Lt.
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Jakarta 12920,

Maybank Phil
Legaspi Towers
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bank Indocorp
17
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Indonesia

ppines Incorporated
300
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Manila, Philippines

Maybank (PNG) Ltd

Corner Waigan

Road/lslander Drive

P.O. Box 882 Waigani

National Capita

District

Papua New Guinea

Maybank Inter

national (L) Ltd

Level 16 (B), M%in Office Tower
Financial Park Labuan

Jalan Merdeka,
Wilayah Persek

314 Mayba

I
87000
utuan Labuan
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Aseambankers Malaysia Berhad
33rd Floor, Menara Maybank

100, Jalan Tun Perak

50050 Kuala Lumpur

Mayban Ventures Sdn Bhd
26th Floor, Menara Maybank
100, Jalan Tun Perak
50050 Kuala tumpur

Mayban Venture Capital Company
Sdn Bhd

26th Floor, Menara Maybank

100, Jalan Tun Perak

50050 Kuala Lumpur

Mayban Discount Bhd
31st Floor, Menara Maybank
100, Jalan Tun Perak

50050 Kuala Lumpur

Mayban-JAIC Capital Management

Sdn Bhd

26th Floor, Menara Maybank
100, Jalan Tun Perak

50050 Kuala Lumpur

Mayban Unit Trust Berhad
Level 12, MaybanlLife Tower
Dataran Maybank

No. 1, Jalan Maarof

59000 Kuala Lumpur

Mayban Investment Management
Sdn Bhd

Level 13, MaybanLife Tower

Dataran Maybank

No. 1, Jalan Maarof

59000 Kuala Lumpur

Mayban Finance Bhd

17th Floor, Dataran Maybank
No. 1, Jalan Maarof

59000 Kuala Lumpur

Aseamlease Bhd

17th Floor, Dataran Maybank
No. 1, Jalan Maarof

59000 Kuala Lumpur

Aseam Credit Sdn Bhd
17th Floor, Dataran Maybank
No. 1, Jalan Maarof

59000 Kuala Lumpur




Mayban Fortis Holdings Berhad Mayban Securities Sdn Bhd

Level 15, Maybanlife Tower
Dataran Maybank

No. 1, Jalan Maarof

59000 Kuala Lumpur

Mayban General Assurance
Berhad

Level 15, MaybanLife Tower
Dataran Maybank

No. 1, Jalan Maarof

/59000 Kuala Lumpur

Mayban Life Assurance Bhd
Level 15, MaybanlLife Tower
Dataran Maybank

No. 1, Jalan Maarof

59000 Kuala Lumpur

Mayban Life International
(Labuan) Ltd

Level 16 (B), Main Office Tower
Financial Park Labuan

Jalan Merdeka, 87000

Wilayah Persekutuan Labuan

Mayban Takaful Bhd
Level 15, MaybanLife Tower
Dataran Maybank

No. 1, Jalan Maarof

59000 Kuala Lumpur

Level 8, Maybanlife Tower
Dataran Maybank ‘
No. 1, jalan Maarof

59000 Kuzla Lumpur

Mayban Trustees Bhd

34th Floor, Menara Maybank
100, Jalan Tun Perak

50050 Kuala Lumpur

poday jenuuy p00z yueghen |

|
|
|

|




! é \

J of Shareheldings as e 18 Augus 2004

Authorised Share Capital :
Paid-Up Share Capital
Class of Shares

10,000,000,000
3,600,171,921

Ordinary Share of RM1 each

Voting Right 1 vote per Ordinary Share

NoNoH % @ff Ne. @ % of bsued
Ste of Shercheldings Shateholdersullishareholders Sheres Gapital
Less than 100 380 1.09 9,585 0.00
100 to 1,000 shares 11,718 33.52 7,955,804 0.22
1,001 to 10,000 shares 17,492 50.03 65,419,498 1.82
10,001 to 100,000 shares 4,438 12.69 120,855,017 3.35
100,001 to less than 5% of issued shares 929 2.66 1,294,893,106 35.97
5% and above of issued shares 3 0.01 2,111,038,911 58.64
TOTAL 34,960 100.00 3,600,171,921 100.00
SUBSTANTUAL SHAREHOLDERS

[m@n Name of Shereheldem Mo, ef Sheres % of §[baa@a
1. Amanah Raya Nominees Tempatan Sdn Bhd 1,245,688,475 34.60
" (Skim Amanah Saham Bumiputera)
2. Permodalan Nasional Berhad 529,435,487 14.71
3. Employees Provident Fund Board 335,914,949 933
TOP THIRTY SHAREHOLDERS
I Ne. Name ef Sharshelders No. o Shares % of M
1. Amanah Raya Nominees Tempatan Sdn Bhd 1,245,688,475 34.60
(Skim Amanah Saham Bumiputera)
2. Permodalan Nasional Berhad 529,435,487 14.71
3. Employees Provident Fund Board 335,914,949 9.33
4. Cimsec Nominees Tempatan Sdn Bhd 124,000,000 3.44
(Security Trustee KCW Issue 1)

5. Lembaga Kemajuan Tanah Persekutuan (Felda) 100,077,725 2.78
6.  Valuecap Sdn Bhd 72,028,900 2.00
7. Cimsec Nominees Tempatan Sdn Bhd 48,500,000 1.35

(Security Trustee KCW Issue 2)




TOP THIRTY SHAREHOLDERS

Shatield Shares Held %ol Shares |

8. HSBC Nominees Asing Sdn Bhd 46,998,250 1.31
(Emerging Markets Growth Fund)

9. Cartaban Nominees Asing Sdn Bhd 40,100,000 1.1
(SSBT Fund GBO1 for Harbor International Fund)

10. Malaysia Nominees Tempatan Sdn Bhd 30,798,012 0.86
(Great Eastern Life Assurance Malaysia Berhad Par 1)

11.  Amanah Raya Nominees Tempatan Sdn Bhd 29,637,300 0.82
(Amanah Saham Malaysia)

12.  Amanah Raya Nominees Tempatan Sdn Bhd 25,372,000 0.70
(Amanah Saham Wawasan 2020)

13.  HSBC Nominees Asing Sdn Bhd 15,059,300 042
(Capita! International Emerging Markets Investment Fund) —

14. HSBC Nominees Asing Sdn Bhd 13,540,515 0.37
(Abu Dhabi Investment Authority)

15.  HSBC Nominees Asing Sdn Bhd 13,150,300 0.36
(JPMCB For Europacific Growth Fund)

16.  Kumpulan Wang Amanah Pencen 11,801,800 0.33

17.  Yong Siew Yoon 11,374,998 0.32

18. Pertubuhan Keselamatan Sosial 11,093,750 0.3

19. Amanah Raya Nominees Tempatan Sdn Bhd 10,487,500 0.29
(Sekim Amanah Saham Nasional)

20. Cartaban Nominees Asing Sdn Bhd 10,203,200 0.28
(Government of Singapore Investment Corporation Pte Ltd
for Government of Singapore C)

21.  Kumpulan Wang Amanzh Pencen 9,566,300 0.27

22. Cartaban Nominees Asing Sdn Bhd 9,500,000 0.26
(SSBT Fund HGOQ9 for International Fund AM Fund Ins SR)

23." HDM Nominees Asing Sdn Bhd 9,381,900 0.26
(Lim & Tan Securities Pte Ltd for Topview Holdings Ltd)

24. Cartaban Nominees Asing Sdn Bhd 8,353,000 0.26
(Investors Bank And Trust Co. for Ishares, Inc)

25. Kumpulan Wang Amanah Pencen 9,221,800 0.26

26. Citicorp Nominees Tempatan Sdn Bhd 8,735,300 0.24
(ING Insurance Berhad Inv-IL Par)

27. Kumpulan Wang Amangh Pencen 8,200,000 0.23

28. HSBC Nominees Asing Sdn Bhd 7,950,000 0.22
{Universities Superannuation Scheme Ltd)

29. Tasec Nominees Asing Sdn Bhd 7,244,900 0.20
(TA Securities HK Ltd for Jeffrey Smith)

30. Kumpulan Wang Amanah Pencen 6,742,800 0.19
TOTAL 2,811,158,461 78.08
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)
of Shereholders es e 18 Avgusr 2004

Mo of Sharchelerm Ne. of Shercheldings % &f Sherahelbngs
Valaysian) Melegsian Malaysian
INDIVIDUAL
a. Bumiputera 3,486 13,160,310 0.37
b. Chinese 20,024 106,493,254 2.96
¢. Indian 1,068 4,059,857 0.1
d. * Others 188 1,511 758,534 19,400,289 0.02 0.54
BODY CORPORATE
a. Banks/Finance 43 1 951,206,661 7,000 26.42
b. Investment/Trust 54 31,372,051 0.87
c. Societies 17 1,262,275 0.04
d. Industrial 491 53 42,944,315 5,031,431 1.19 0.14
GOVERNMENT AGENCIES/
INSTITUTION 23 159,208,385 4.42
NOMINEES 2,753 5,248 1,673,742,549 591,525,010 46.49 16.43
TOTAL 28,147 6,813 2,984,208,191 615,963,730 82.89 17.11
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The present authorised share capital of the Bank is RM10,000,000,000 divided into 10,000,000,000 ordinary shares of RM1.00
each. Details of changes in its authorised share capital since its incorporation are as follows:-

Increase in Authorised Total Authorised
Date Share Capital Share Capital

31-05-1960 20,000,000 20,000,000

10-04-1981 60,000,000 180,000,000

14-11-1984 45,000,000 225,000,000

9,199,999 1.00 lIssued in exchange for purchase of Kota Discount Berhad
(Now known as Mayban Discount Berhad)

1.00 Conversion of Unsecured Notes

29-07-1987 to 90,000 1.00 Exercise of Employees’ Share QOption Scheme ("ESOS”)
20-10-1987

30-11-1987 11,916 1.00 Conversion of Unsecured Notes




3

PN
)

BEhanaes
RN R CY 7 } o
| T in Share Capfial
L

Bats ef © (0o, f Paxy Restltantfilota(lissted
Allotmentd Sheres Aetd Vel Conddemten andiPaidtipREapital

: RV RVZG00)
08:06:1988 27,938,071 1.00  Capitalisation of Share Premium Account (Bonus lssue 1:10) 307,318,785
30111988 10725 .00 Conversion of Unsecured Notes 307,329,510
16-03-1989 to 9,198,206 1.00 Exchange for Kwong Yik Bank Berhad ("KYBB”) shares 316,527,716
2 08 08 e
11-07-1989 to 7,555,300 1.00 Exercise of Employees’ Share Option Scheme ("ESOS”) 324,083,616
8 e
30-11-1989 46,174,316 1,00 Conversion of Unsecured Notes 370257332
01-12-1989 to 4,508,900 1.00

24-10-1990

25-01-1991 to 726,000 1.00 Exercise of Employees’ Share Option Scheme (“ESQOS”) 752,167,547
28-11-1991

11-12-1991 to 5,566,000 1.00 Exercise of Employees’ Share Qption Scheme (“ESQS”) 757,768,744
20005 002 e
30-11-19%2 to 3,153,442 1.00 Conversion of Unsecured Notes 760,922,186

30-11-1993

Capitalisation of Share Premium and Retained Profit Account
(Bonus Issue 1:1)

21-09-1998 to 72,909,000 1.00 Exercise of Employees’ Share Option Scheme (“ESOS”) 2,359,736,414
09-10-2001
25-10-2001 to 60,567,200 1.00 Exercise of Employees’ Share Option Scheme ("ESOS") 3,600,171,921
05-08-2003

*The par value of the Bank's shares was changed from RM5.00 to RM1.00 on 25 November 1968.
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The uptrend in domestic economic activities, high liquidity, accomodative monetary policy, smooth
political transition and a widespread global economic recovery provided a recipe for the strong
performance of the Bursa Malaysia. The Kuala Lumpur Composite index rose from 693.58 on 1 July
2003 to reach the peak of 908.96 on 22 March 2004. Although the index softened subsequently,
it remained at a relatively high level, ranging from 781.05 to 901.85.

This performance was a perfect reflection of the movement in the Maybank share price. It trended
upward from RM8.47 per share on 1 July 2003 to hit the peak of RM11.60 on 22 March 2004.
Until the end of the financial year, the price hovered between RM9.70 and RM11.60 per share.
Hence, over the twelve-month period to 30 June 2004, Maybank share posted a gain of about
19.2% — a full percentage point higher than the composite index.
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| Owned by Meybanik Group
No. of Properties Land Area Book Value
Area Freehold Leasehold (sq.m.) as at 30.06.2004
(RM)

Maybank

Kuala Lumpur 13 5 44,304.75 185,787,634.76
Johor Darul Takzim 15 9 15,979.18 43,884,654.03
Kedah Darul Aman 1M1 4 7.903.23 11,064,921.57
Kelantan Darul Naim 1 6 2,846.00 2,442 .630.22
Melaka 1 5 3,648.77 6,052,285.79
Negeri Sembilan Darul Khusus 8 3 17,492.00 6,941,838.77
Pahang Darul Makmur 8 15 21,540.38 16,636,442.12
Perak Darul Ridzuan 14 8 11,299.65 16,620,302 .70
Perlis Indera Kayangan 1 2 1,287.00 1,760,200.40
Pulau Pinang 1M 2 9,700.00 18,505,996.98
Province Wellesley 5 1 2,737.00 5,605,713.86
Sabah — 29 23,006.15 28,338,952.38
Sarawak 3 15 11,879.80 14,311,613.25
Selangor Darut Ehsan 20 13 111,161.04 110,586,568.53
Terengganu Darul iman 2 3 2,326.00 3,915,473.70
Hong Kong — 2 193.00 HKD1,603,931.00
London —_ 6 1,215.00 GBP599,512.56
Singapore 11 11 27,063.00 S%$109,802,346.74

Maybank international (L) Ltd

w

Wilayah Persekutuan Labuan 2 1,089.81 usD328,072.50

Mayban Finance Berhad

Kuala Lumpur 10 "M 6,644.57 59,707,458.00
Johor Darul Takzim 19 1 3,192 .87 12,317,912.00
Kedah Darul Aman 6 4 1,180.56 2,968,709.00
Kelantan Darul Naim — 2 298.00 1,091,793.00
Melaka 1 3 799.46 2,280,424.00
Negeri Sembilan Darul Khusus 6 2 3,061.27 2,036,976.00
Pahang :Darul Makmur 3 4 890.98 2,175,297 .00
Perak Darul Ridzuan 10 — 1,298.20 2,681,531.00
Perlis Indera Kayangan — 1 188.00 280,319.00
Pulau Pinang 12 1 1,549.26 7,273,578.00
Sabah — 8 1,335.59 5,428,313.00
Sarawak 6 6 1,891.20 5,671,259.00
Selangor Darul Ehsan 13 2 3,113.70 12,022,259.00
Terengganu Darul 'man 6 — 2.986.00 1,842,071.00

322 Maybank 2004 Annual Report



Area

No. of Properties Land Area
Freehold Leasehold (sq.m.)

Book Value
as at 30.06.2004
(RM)

Negeri Sembilan Darul Khusus
Perak Darul Ridzuan

Kuala Lumpur
Negeri Sembilan Darul Khusus

Kuala Lumpur

Perlis Indera Kayangan
Pahang Darul Makmur
Melaka

Sabah

Sarawak

Pulau Pinang

Perak Darul Ridzuan
Selangor Darul Ehsan
Johor Darul Takzim
Kedah Darul Aman
Singapore

Negeri Sembilan Darul Khusus
Pzhang Darul Makmur

Kuala Lumpur

Johor Darul Takzim
Kedah Darul Aman
Pahang Darul Makmur
Perak Darul Ridzuan
Pulau Pinang

Sabah

Sarawak

Sefangor Darul Ehsan

Negeri Sembilan Darul Khusus
Pahang Darul Makmur
Pulau Pinang

2 — 37272
— — 260.00

— 1 4,506.00
1 — 148.64

1 2 3,687.10
— 1 130.00
2 — 334.80
1 1 307.03
— 1 186.00
1 — 111.50
2 — 326.40
1 1 376.285
— 2 429.12
1 — 125.4191
1 1 273.90
— 1 638.00

1 — 701.30
1 —_ 102.91

3 1,550.32
1 1,330.00
— 370.00
2 595.42
1 857.74
— 44593
3 634.81
1 314.00
2 1,882.77

— 1 219.25
— 1 126.20
1 — 84.04

201,716.66
272,107.09

97,361,978.46
150,000.00

67,675,125.00
163,970.00
645,014.00
807,308.00
806,015.95
463,545.66
1,157,906.00
445,076.00
1,087,817.00
655,000.00
750,000.00
$$543,312.00

162,189.99
184,031.62

6,456,148.68
3,280,053.28
840,168.40

1,255,399.58 -

2,845,273.29

970,750.39
1,987,461.00
1,106,211.45
7,707,623.73

354,863.33
211,791.07
172,980.00
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I/We (Full name in capital)

of (Fult address)

being a member/members of Malayan Banking Berhad (3813-K), hereby appoint

(Full name in capital)

(Full address)

or failing him/her (Fulf name in capital

of (Full address)

as my/our proxy to vote for me/us and on my/our behalf at the 44th Annual General Meeting of the Company to be
held at Nirwana Ballroom, Mutiara Hotel, Jalan Sultan Ismail, Kuala Lumpur on Monday, 11 October 2004 at 11.30 a.m.
and at any adjournment thereof.

My/our proxy is to vote on the Resolutions as indicated by an “X" in the appropriate spaces below. If this form is
returned without any indication as to how the proxy shall vote, the proxy shall vote or abstain as he/she thinks fit.

No. | Resolution For Against
1 | Receive the Reports and Audited Accounts

2 | Declaration of final dividend

3 | Re-election of Tuan Haji Mohd Hashir bin Hj Abdullah

4 | Re-election of Teh Soon Poh

5 | Re-election of Dato’ Mohammed Hussein

6 | Re-election of Datuk Megat Zaharuddin bin Megat Mchd Nor

7 | Re-election of Md Agil bin Mohd Natt

8 | Re-appointment of Dato’ Richard Ho Ung Hun

9 | Re-appointment of Raja Tan Sri Muhammad Alias bin Raja Muhd. Ali

10 | To approve the directors’ fees

11 | Re-appointment of Messrs. Ernst & Young as Auditors

12 | Authority under 5132 D of the Companies Act, 1965 for the directors to issue shares

Dated 20 September 2004,

Number of Shares held

Signature of Shareholder

Telephone No.

NOTES: .

1. A member entitled to attend and vote at the 44th AGM is entitled to appoint a proxy to attend and, on a show of hands or on a poll, to vote
instead of him. A proxy shall be a member of the Company, an Advocate, an approved company Auditor or a person approved by the
Companies Commission of Malaysia.

2. Form of Proxy of a corporation shall be given under its Common Seal.

3. Duly completed Form of Proxy must be deposited at 14th Floor, Menara Maybank, 100, Jalan Tun Perak, 50050 Kuala Lumpur, by 9 October 2004 at
11.30 a.m.

4. For a Form of Proxy executed outside Malaysia, the signature must be attested by a Solicitor, Notary Public, Consul or Magistrate.

5. For scripless shareholders, only members registered in the Record of Depositors on or before 12.30 p.m. on 6 October 2004 shall be eligible to attend
the AGM.
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STAMP

CORPORATE SERVICES

MAYBANK

14th Floor, Menara Maybank
100, Jalan Tun Perak,

50050 Kuala Lumpur,
Malaysia.
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