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PILLAR 3 DISCLOSURE
AS AT 30 JUNE 2012

Overview

To enhance financial reporting disclosure, Bank Negara Malaysia ("BNM") has issued the guidelines on Risk-Weighted
Capital Adequacy Framework {"RWCAF") - Disclosure Requirements (Piltar 3) for financial reporiing beginaing 1 January
2010. The Pillar 3 Disclosure which is synonymous {o Basel H issued by the Basel Commitiee on Banking Supervision
consists of the 3 Piflars as follow;

{i) Pillar 1 sets out the minimum amount of regulatory capital that banking institutions must hold against market, credit and
operational risks they assume.

(i) Piltar 2 promotes the adoption of a more forward-looking approach to capital management and encourages banking
institutions to develop and employ more rigorous risk management framework and technigues, including specific
oversight by the board of directors and senior management on internal controls and corporate governance practices.
This is to ensure that the banking institutions have an appropriate level and quaiity of capital commensurating with their
risk profile and business plan at all times.

(i) pillar 3 aims to harness the power of market discipline through enhanced disclosure fo supplement regulator

. : pnans y

supervision of banking institufions through consistent and comprehensive disclosure framework on risk management
practices and capital adequacy of banking insfitutions that will enhance comparability amongst banking institutions.

MIDF Amanah Investment Bank Berhad adopts the Standardised Approach in determining the capital requirements for
market risk and credit risk and applied the Basic indicator Approach for operational risk of the Pillar 1 under BNM's RWCAF.
Under the Standardised Approach, standard risk weights are used to assess the capital requirerents for exposures in cradit
risk and market risk whilst the capital required for operational risk under the Basic Indicator Approach is computed based on
a fixed perceniage over the Bank's average gross income for a fixed number of quarterly periods.

The Bank's Pillar 3 Disclosure is governed by the Policy on BNM's Risk-Weighted Capital Adequacy Framework - Basel !l
(Pillar 3) Disclosure, which sets out the minimum disclosure standards, the approach in determining the appropriateness of
information disclosed and the internal controls over the disclosure process which cover the verification and review of the
accuracy of information disclosed. The information provided herein has been reviewed and verified by the internal auditors
and certified by the Chief Executive Officer of MIDF Amanah Investment Bank Berhad ("MIDF Investment"). The information
is not subjected to external audit's review as there is no requirement for external auditing of this disclosure under the BNM's
RWCAF. The Pillar 3 Disclosure will be published in MIDF Investment's holding company corporate website,

www.midf.com.my.

The Bank's main business activity is investment banking and financial related services. The following table presents the
minimum regulatory capital requirement to support the Bank's risk-weighted assets.

30-Jun-12 31-Dec-11
Minimum Minimum
Capital Capital
Risk-Weighted Requirement at Risk-Weighted Requirement at
Assets 8% Assets 8%
RM'000 RM'000 RM 000 RM'000
Bank
Credit Risk 1,252,503 100,200 1,194,232 95,538
Market Risk 211,843 16,947 80,852 6,468
Operational Risk 190,448 15,236 197,080 15,766
Total 1,654,794 132,383 1,472,164 117,772

The Bank does not have any capital requirement for Large Exposure Risk as there is no amount in excess of the lowest
threshold arising from equity holdings as specified in the BNM's RWCAF.
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ATTESTATION BY CHIEF EXECUTIVE OFFICER

I, Datuk Mohd Najib Haji Abdullah, being the Chief Executive Officer of MIDF AMANAH INVESTMENT
BANK BERHAD, do hereby attest that the disclosures on Risk-Weighted Capital Adequacy Framework
for the year ended 30 June 2012 are to the best of my knowledge and belief, accurate, complete and
not misleading in any particular.

o

DATUK MOHD NAJIB HAJI ABDULLAH

Date : 23 July 2012
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1.0 Scope of Application

The Pillar 3 Disclosure is prepared based on information pertaining to MIDF Investment only. In this
report, the information presented does not include the Bank's group disclosure. The subsidiary
companies, which are nominees companies, are not consolidated as these nominees operation do
not have a significant impact to the overall risk-weighted capital adequacy ratio on a group basis.
MIDF Investment offers islamic banking financial services via its Islamic banking operations under

the Skim Perbankan Islam ("SPI").

The basis of consolidation for financial accounting purposes is described in the Notes to the
Financial Statements and differs from that used for regulatory capital reporting purposes. The
investment in the subsidiary companies is deducted from the regulatory capital.

There are no significant restrictions or impediments on the transfer of funds or regulatory capital
within the Group, '

The subsidiary companies of the Bank are not subjected to any regulatory capital requirements as
at financial year end.

All information in the following paragraphs are based on the Bank's positions as at financial year
end. Certain information on the capital adequacy relating to the Bank is presented on a voluntary
basis to provide additional information to its users. The capital adequacy related information of the
Bank is disclosed based on BNM's RWCAF.




23878-X

MIDF Amanah Investment Bank Berhad
{Incorporated in Malaysia)

2.0 Capital Management

The review of the capital requirements for the Bank are based on the following requirements and
consideration:

{38} Minimum statutory capital requirements pursuant to the prescriptive capital framework
issued by BNM, the Securities Commission and/or other regulatory authorities;

(b) Capital efficiency measured by the Return of Equity (‘ROE) ratio; and
(¢) Funding requirements for its business operations.

The Bank maintains an actively managed capital base to cover risks which are inherent in the
business. The adequacy of the Bank’s Capital is monitored using, among other measures, the
rules and ratios in the Basel Il Framework established by the Basel Committee on Banking

Supervision and adopted by the BNM.

Risk Management Department reviews the Risks-Weighted Capital Ratio ("RWCR") and capital
hase under both normal and stressed conditions. The stress testing process forecast the Bank’s
capital requirements under exceptional but plausible and worst case stress events fo assess the
Bank's ability, that is, Bank's capital, to withstand market shocks. The results of the stress test
are also to facilitate the formulation of action plans in advanced if the stress test reveals that the
Bank's capital will be adversely affected under such events. The results of the stress test
together with the action plans, if any, are tabled to the Risk Management Committee ("RMC")
and the Board for deliberation and review.

Internally, if the RWCR approaches the internal trigger limit of 12%, or capital fund requirement
of RM500 million, upon receiving the RWCR report from the Head of Finance, the Head of Risk
Management Department must escalate the current state of the RWCR to the CEQ and an Asset
& Liability Management Committee ("ALCO"}) meeting will be convened immediately.

The ALCO is to deliberate and decide on the next course of action o regularise the RWCR to a
higher and more comfortable level. The status of action plans should aiso be escalated to the

RMC and the Board,

The primary objectives of the Bank’s capital management are to ensure that the Bank complies
& with externally imposed capital requirements and that the Bank maintains a healthy RWCR in
M order to support its business and to maximise shareholder's value.

2.1 Capital Adequacy Ratios
The table helow presents the capital adequacy ratios of the Bank.

Bank
30-Jun-12 31-Dec-11

Before deducting proposed dividends:
Tier | capital ratio 42.56% 49.389%

Risk-weighted capital ratio 42.56% 49.39%

After deducting proposed dividends:
Tier | capital ratio 42 56% 47.16%

Risk-weighted capital ratio 42 .56% 47.16%
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2.0 Capital Management (Cont'd)
2.2 Capital Structure
The Bank has a simple capital structure with capital base consisting of Tier 1 and Tier 2 capital.

Tier 1 capital comprises equity share capital, share premium, statutory reserve fund, retained profits
and as well as other items, which is the redeemable preference shares. The Bank currently has no

innovative and non-innovative Tier 1 instruments.

Tier 2 capital comprises the collective impairment provision without any complex or hybrid capital
instruments.

The following table presents the components of Tier | and Tier fl capital and deductions of capital.

Bank
30-Jun-12 3t-Dec-11
RM'000 RM'000

Tier | capital
Paid-up share capital 155,000 155,000
Paid-up non-cumulative perpetual preference share 1,500 1,500
Share premium 362,611 362,611
Statutory reserve 126,520 126,520
Retained profits 64,746 97,540
710,377 743,171

Less: Deferred Tax assets, net {5,038) (15,957)
Total Tier | capital 705,339 727,214
Less: Capital deduction in excess of Tier | capital {1,067) {(170)
Eligibie Tier 1 capital 704,272 727,044
Tier I capital
Coilective assessment impairment aliowance # 3,933 4,830
General allowance - -

. Total Tier li capital 3,933 4,830

)i
Total Tier | and Tier [l capital 709,272 732,044
Less: [nvestment in subsidiary companies ) M
Less: Holdings of other financial institutions' capital
instruments {5,000) (5,000}
Capital Base 704,272 727,044

Note * - Denote RM4.00
Note * - Qualifying collective assessment impairment allowance is restricted to unimpaired portion of loans and advances.
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3.0

Risk Management Framework

MIDF Investment's Enterprise Risk Management Framework ("ERM"), provides a systematic approach on
how to identify, priortise and manage the Bank's overall risk. The ERM involves six essential activities,
namely establishing business risk management process, assessing business risks, developing business
risk management strategies, implementing risk management capabilifies, monitoring risk management
performance and confinuously improving risk management capabilities.

The Risk Management Department carries out the risk control function that is independent of the Bank’s
business units and is guided by the MIDF Group's ERM.

The risk governance of MIDF Investment is as set out below:

i) Board of Directors {"Board")
The Board is primarily responsible for the effective management of all risks across the Bank and decides

on the risk management policy and procedures, which includes risk reporting and reviewing mechanism,
setting risk appetite and defines the risk philosophy of the Bank which is inline with its business strategy

and direction.

ii) Audit & Compliance Committee {*ACC")

The role of the ACC is supported by the MIDF's Group Control Assurance Services. The ACC provides an
independent assessment on the adequacy and reliability of the risk management processes and internal
controls and compliance with risk policies, procedures, laws, rules and regulations.

il Credit Committee of the Board ("CCB")

The role of the CCB is to review the adequacy of credit policy and procedures and to ensure that the
credit operations are inline with the approved credit strategy, policy and procedures.

iv) Risk Management Committee ("RMC")
The RMC is responsible for the overall risk oversight covering credit, market, liquidity and operational risks.
The RMC also ensures that sufficient infrastructure, resources and systems are in place for risk

management activities.

v) Asset & Liability Commiitee {"ALCQO")
The role of the ALCO is to review periodically the position of the market and liquidity of the Bank to ensure

that the level of risk taken is within the Board's risk appetite and tolerance and the development of the on
and off balance sheet strategies to improve balance sheet risk-reward performance.

v) Management Credit Committee ("CC"}
The role of the CC is to review and evaluate the various credit products engaged by the banking institution

to ensure that it is conducted within the standards and policies set by the Board as well as reviewing the
effectiveness of the Bank's system for credit monitoring, supetvision, recovery and financial reporting.

vii) Management Commitiee ("MANCO")

The role of MANCO is to ensure compliance to regulatory requirements and internal policies in respect of
the Bank's activities as well as to ensure that the corrective actions are taken effectively and efficiently to

address risk and controls issues raised by the regulators and auditors.

Viii) Management Investment Committee ("MIC™)
The MIC is responsible for all matters pertaining to strategies on trading and investment in shares to meet
the performance benchmark as set by the Board and to serve as the decision-making authority on the

conduct of the activities on Proprietary Equities.

ix) Deals Committee ("DCM
The role of the DC is to ensure that any potential deal pursued creates value to the Bank, safeguards the

Bank's reputation and aligns with the business sirategies and risk appetite.
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4.0 Credit Risk

Credit risk is the potential loss as a result of defaults by borrowers or when counterparties to a transaction fail
to perform according to the terms and conditions of the contract thus causing losses to the Bank.

Credit Risk Management Unit is involved in the formulation and implementation of appropriate credit risk
adjusted capital allocation as well as in the development and maintenance of the Bank's credit risk
management capabilities, i.e. internal credit risk rating system, collateral management system, single
counterparty exposure, sensitivity analysis and simulation analysis.

All new and existing businesses must be assigned an external or internal credit risk rating. The granting of
credits shall always be considered on a prudent basis with high importance placed on credit quality.

Regulatory Capital Requirement
The following table presents the minimum regulatory capital requirement for credit risk of the Bank.

Risk-
Gross Net weighted Capital

exposures exposure assets requirements
Exposure class RM'000 RN'000 RNM'000 RM'000
30-Jun-12
On-balance sheet exposures
Performing exposures
Sovereigns/Central Banks 866,909 866,909 - -
Banks, Development

Financial institutions &

MDBs 698,755 698,755 139,751 11,180
Corporates 1,796,263 1,798,263 650,780 52,062
Regulatory retail - - - -
Residentiai morigages 818 818 331 27
Other assets 194,665 194,665 194,665 15,673
Equity exposure 21,642 21,642 21,642 1,731
Defaulted exposures
Corporates 165,016 165,016 204,796 16,384
Reguiatory retail - - - -
Other assets 52 52 78 6
Total for on-balance sheet

exposures 3,744,120 3,744,120 1,212,043 96,963
Off-balance sheet exposures

other than OTC derivatives

or credit derivatives 108,434 108,434 40,460 3,237
Total for ofi-balance sheet

axposures 108,434 108,434 40,460 3,237
Total for on and off-balance

sheet exposures 3,852,554 3,852,554 1,252,503 100,200
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4.0 Credit Risk (Cont'd)

Regulatory Capital Requirement (Cont'd)
The following table presents the minimum regulatory capitat requirement on credit risk for the Bank. (Cont'd)
Risk-
Gross Net weighted Capital

exposures exposure assets requirements
Exposure Class RM'000 RM'000 RM'000 RM'000
3t-Dec-11
On-balance sheet exposures
Performing exposures
Sovereigns/Central Banks 2,885,247 2,885,247 - -
Banks, Development

Financial Institutions &

MDBs 286,213 286,213 57,243 4,579
Corporates 1,761,131 1,761,131 689,613 55,169
Regulatory retail - - - -
Residential mortgages 851 851 343 27
Other assets 168,049 168,049 168,049 13,444
Equity exposure 13,819 13,819 13,819 1,106
Defaulted exposures
Corporates 184,109 184,109 238,840 19,107
Regulatory retail - - - -
Other assets 56 56 84 7
Total for on-balance sheet

exposures 5,299,475 5,299,475 1,167,991 93,439
Off-balance sheet exposures

other than OTC derivatives

or credit derivatives 82,854 82,854 26,241 2,089
Total for off-balance sheet

exposures 82,854 82,854 26,241 2,099

"} Total for on and off-balance
e sheet exposures 5,382,329 5,382,329 1,194,232 95,538
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4.0 Credit Risk (Cont'd)

Risk Governance

The oversight function of the credit risk management of the Bank is provided by the Management
Credit Committee (“CC") that supports the Credit Committee of the Board ("CCB"). The CC reviews
and evaluates the various credit products engaged by the banking institution to ensure that it is
conducted within the standards and policies set by the Board as well as review the effectiveness of
the Bank's system for credit monitoring, supervision, recovery and financial reporting. The Credit Risk
Management Unit in the Risk Management Department of the Bank provides independent risk
assessment in managing the credit portfolios and ensure that the risk policies are implemented and

complied with,

Risk Management Approach

The authorities for approving credits lies with the Management Credit Committee and Credit
Committee of the Board based on the assigned discretionary powers approved by the Board.

i} Lending to Retail, Corporate and instifutional Customers

Credit granting to customers is based on the internal credit risk rating that assess the respective
customers' general characteristic, financial characteristic, ability to repay, collateral and conduct of
account. The Credit Risk Management Unit has the responsibility to ensure that the credit risk is
properly assessed and risk mitigation strategy is in place in order to protect the Bank's interest.

ii) Credit Risk from {nvestment Activities

As for the debt securities, acceptable grade of credit rating from two External Credit Assessment
Institutions, namely RAM Rating Services Berhad ("RAM"} and Malaysian Rating Corporation Berhad
("MARC"), and internal credit risk rating are used. The credit policy stipulates the minimum investment

grade for debt securities and is subjected to regular review.

iii) Counterparty Credit Risk on Derivative Financial Instruments

As at reporting date, the Bank only has RM800.0 million of exposure to derivatives, specifically on RM-
denominated interest rate swaps.

The Bank mitigates its counterparty credit risk by restricting transactions only to inter-bank
counterpariies rated “AA” or better,
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4.0 Credit Risk (Cont'd)

4.1 Off-Balance Sheet Exposures and Counterparty Credit Risk

The Bank's underwriting commitment are only for debt securities, undrawn credit facilities and unutilised
share margin financing that are secured by quoted shares, cash and fixed deposits

As at reporting date, the Bank only has RM&00.0 million of exposure to derivatives, specifically on RM-

denominated interest rate swaps.

The Bank mitigates its counterparty credit risk by restricting transactions only to inter-bank counterpatrties

rated "AA" or better,

Composition of Off-Balance Sheet Exposure

The following table presents a breakdown of the off-balance sheet exposures of the Bank:

30-Jun12
Credit Risk
Principal | Equivalent | We ighted
Amount Amount Assefs
Commitments RM'000 RM'000 RM, 000
Obligations under an on-going underwriting agreement 127,817 63,908 21,637
Interest/Profit Rate related contracts - Over 1 Year to 5 Years 800,000 32,000 6,400
Other commitments, such as formal standby facilities and credit lines,
with an original maturity of up to one year 62,607 12,622 12,521
Other commitments, such as formal standby facilities and credit lines,
with an original maturity of over one year 9 4 2
Total Off-Balance Sheet Exposures 990,433 108,434 40,460
AR _—
Credit Risk
Principal | Equivalent | Weighted
Amount Amount Assets
Commitments RM*000 RM'000 RM, 000
Obligations under an on-going underwriting agreement 138,626 69,313 19,207
Interest/Profit Rate related contracts - Over 1 Year to § Years 200,000 8,131 1,626
Other commitments, such as formal standby facilities and credit lines,
with an original maturity of up to one year 27,032 5,406 5,406
Other commitments, such as formal standby facilities and credit lines,
with an original maturity of over one year 9 4 2
Total Off-Balance Sheet Exposures 365,667 82,854 26,241
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4.0 Credit Risk (Cont'd)

4.2

4.3

Credit Risk Mitigation

Any credit facilities granfed by the Bank are primarily based on the customer’s credil standing and repayment
capability. In addition, collateral is used to mitigate credit risk in the event that the counterparty is unable to meet
its contractuat repayment obligations. Collateral offered by the customer will be assessed thoroughly to ensure its
marketahility, measurability, stability, transferability and enforceability.

Types of collateral typically taken by the Bank include cash, fixed deposits, quoted shares, real property, bank
guarantees, standby letlers of credit, standby credit facilities, debenture, assignments and corporate guarantees,
Currently, the Bank does not employ the use of derivative credit instruments such as credii default swaps,
structured credit notes and securitisation structures to mitigate the Bank's credit exposure.

However, for conservative reason, the Bank does not employ any credit risk mitigation technigue in calculating
the Risk-Weighted Assets for its capital adequacy purposes.

Assignment of Risk Weights for Portfolios Under the Standardised Approach

Under the Standardised Approach, the Bank uses the credit ratings assigned by credit rating agencies in its
calculation of credit risk-weighted assets. The foilowing are the rating agencies or Eligible Credit Assessment
Institutions' (ECAD ratings used by the Bank and are recognised by BNM in the RWCAF:

{a) RAM Rafing Services Berhad (RAM); and
{b) Malaysian Rating Corporation Berhad (MARC).

The ECAI ratings accorded the following counterparty exposure classes are used in the calculation of risk-
weighted assets for capital adeguacy purposes:

{a) Sovereign and central banks;
(b) Banking institufions; and
(c} Corporates.

in general, the rating specific to the credit exposure is used, i.e. the issue rating by the relevant ECAl. Where no
specific rating exists, the credit rating assigned to the issuer or counterparty of that padicular exposure is used. In
cases where an exposure has neither an issue or issuer rating, it is deemed as unrated or the rating of another
rated obfigation of the same counterparty may be used if the exposure is ranked at least pari passu with the
obligation that is rated, as stipulated in the RWCAF. Where counterparty or an exposure is rated by more than
one ECAI, the second highest raling is then used to determine the risk weight. In cases where the credit
exposures are secured by guarantees issued by eligible or rated guarantors, the risk weights similar of that

guarantor are assigned.

The following is a summary of the rules governing the assignment of risk weights under the Standardised
Approach. Each exposure must be assigned to one of the credit quality rating categories as prescribed below.
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4.0 Credit Risk (Cont'd)

4.3 Assignment of Risk Weights for Portfolios Under the Standardised Approach (Cont'd)

The following is a summary of the rules governing the assignment of risk weights under the Standardised
Approach. Each exposure must be assigned to one of the credit quality rating categories as prescribe below.

Long-Term Rating Short-Term Rating
Rating Category S&P RAM MARC RAM MARC
1 AAA to AA- AAA to AA3 AAA to AA- 1 MARC-1
2 A+ to A Alio A3 At 1o A- P2 MARC-2
3 BRB+ to BBB- BBB1 to BBB3 | BBB+ to BBB- PR3 MARC-3
4 BB+ to BB- BB1 to BB3 BB+ to BB-
5 B+ to B- BltoB3 B+ to B- NP and below MARC-4 and
below
6 CCC+ and below | C1 andbelow | C+ and below

The following table is a simplified version of the risk weight mapping matrix for each credit quality rating category:

Risk Weights Based on Credit Rafing of the Counterparty Exposure Class
Banking Insfitutions
For Exposure For Exposure
Greater than 6 Lessthan 6
Sovereigns and Months Original Months Original
Rating Category Central Banks Corporates Maturity Maturity

1 0% 20% 20% 20%
2 20% 50% 50% 20%
3 50% 100% 50% 20%
4 100% 100% 100% 50%
5 100% 150% 100% 50%
6 150% 150% 150% 150%

In addition o the above, credit exposures under the counierparly exposure class of Banking Institutions, with
original maturity of below 3 months and denominated in Ringgit Malaysia, risk-weighted will be based at 20%
regardless of credit rating.

15



al

%0 £0 WBlBM-SH eRuslasId B Paploode ale |NNE PUE BISAE|Z| 10 JUSLIUISA0D) |Bloped el Ag posjuelens 10 pUE 0} aInsodXa ‘4o oyl Jepun #

OLE'ZBE'S 042226 LE8'FTl - - - 169'/£8'7 297 JB¥' | sainsodx3 ypaln (830
08le8l ogl'gel sainsodxg paje:un g3 (q)
Q59961 0B¥ses }88'YEL - - - 16801697 7o' I8h'L salnsodxg pajey (2oL
rrev6Z - - - - - 24808 2i¥'e0z SEAW Pue S4Q Mueg
SUORMIISU] BUDjUEg |0
sbunel buisn pepGiem-si ainsedxg (1)
iyz'seg’s esg'lle - - - - LB6'€/5Z - . syueg [gausy pue subialanog
FENUEY [BNIUST) PUE SUDSISAGS 10
Sbugel bujsh pajubjem-sH sainsedx3 (1)
6569102 F A4 R CRAY - - - ¥eR'ZLL 0LO'¥BZ'L sejelodion
S2}EI0dIDT) JO SDUNE]
BUisT pojUBisM-¥Si sainscdxe JIpsi) {1)
sansodxg pajey (e}
saansodx3g jesyg-aouejeg ~4O pue Lo
000, 000,18 000NN Q00.NYH 000.NY 000.aH 000N 000.INH
fejol pajelun 9 g ¥ ¢ z L ssej) ainsedxy
saiobajen Buney
110Z Jaquisoaq LE Je se sauobsyes Bunjed Ayend Hpalo Ag umop uayolq sainsodxs Upsig) - yueg (i)
788'268'c  BEP'BELL 0lz'azZi - - - Zreiens £99' 10251 sainsodxg }pals) 1B1oL
oe'vee L0E'vEZ sainsodx3 paleiun 8104 (g)
iFZ'ge9'e ZgL'sle oLz'szs - - - ZPZees £99'L02°1L $2Ins0dXy pajey (Bj0)
§6z'0es - - - - - L8¥'92F 89Z'v0E SaaW PUB 814 ‘yueg
suonmNSy Bupueg Jo
SBUET DUISH pajyblam—si aInsodxs {1)
606'098 854°055 - - - - 151'9ie - syueg jenuss pue sublaiarog
FSYUeg Jeljus7) PUE SUBBISA0S 10
sbuges buisn peigbiem-Nsy selnscaxy (1)
£85°080'C vLE'¥OE oLe'szt - - - Y09'0F L S6E'/6EL sajeiodion
S8]el0dIos §0 shunel
UiSN pajyDiom-31s1] Sa41isodxe yper (1)
sainsodxg peley (e}
sednsodxyg jesyg-soueieg -0 pue ug
000Ny 000NN 000.WNY 000 000.N9 0004 000.N 000,10
|ejoL pajeiun 9 G v £ z L sse|n ainsodxy

sauoBayes Buey

Z10z aunr og 1e se sapobajed Bunes Agend ipsio Ag umop usyolq sainsadxa Jparn - yueg ()
fien upaln Aq sainsodxy

{pauod) yoeosddy pas|piepuess syy I8pun s0l|6)1i0d Jo) SIBIoA MsIy jo wswubissy ¢y

{pauoo) ysid upaln 0y

(ei1shejey v pajeiodionuy)
peliag yiieg JUstuISaAUl Yeuswy 01N

X-818¢2




000°G - - - - - 000'S - aseq [yide)
woly uononpag
%SCE %000} %0'0C} %G 0 %00 %G e %002 %00 siyBIoM xs1Y sbeiony
v0§'29C ) 19082 SvL V6L gec - 015788 L5l gyl - sainsodx3 Aq jessy
PRSI ASiY
¥05'252'L $56'268'¢ 294'82 L1L'v6Y 2Z8 - PRS00’ S5L°0EL 606'008 {e)0} puels
ZL5'702 ZEYoL - 4] - - 062'v9l - - el
646°GL) 6LELLE - Zs - - FEA - - %05}
€001 £F00L - - - - €00l - - %004
0sv'gi 085'gE - - - - 036'ee - - %05
sainsodxg
palinelsq
Z86°/LpC'L Zlz'889' 182'82 Sgo'¥5L z28 - ¥62'998°L SGL08L 606'688 eel
T T . - - z - - - %051
2247158 LTLLSS 190'82 Go9'PBL - - $62'82¢ - - %0C1
- - - - - - - - - %08
zZ9 28 - - 8 - - - _ %G/
PPe'0L L89°0¥) - - £8 - ¥08'0FL - - %05
8L 499 - - 198 - - - - %SE
0es'sey 0sL'szl’e - - - - G6E'/BE' GsL'0el - %02
- - - - - - - - - %G1
- 506098 - - - - - - 606'908 %0
$aINS0AX
‘ Buiwlopag
000 N 000.NY 000.INY 000.1 000.NH 000, 000N 000 000,
slosse sainsodxs samnsodxs sjasse sabebuow jlejal sojelodion sig4 pue syued [eljusn syybiom ysiy
palyBiam fejol Aunbg JBUIO leljuapisay Arojeinbay sgainl syueg jsubjeianosg

RS
Z1L0Z sunr gg 18 se siyBam YSi Uo SNSOeSP ¥SU 1IpaI] - queg (1)

sIyBisp-siy Aq ainsodxg
{p.uo2) yoeosddy pesipiepue)g sy; Japun SOLOMO 10y SIUBIBAL ¥STY JO walubissy ¢y
{pucD) ysry ypein o'y

(eishAejely w1 paselodioou))
pelJag yueg JUsLISaAU] YBUBWY SN

XBL8ET




8i

000’ - - - - . 000's - aseg leyded
wol} uoiongag
%Z'TT %0°00L %0700} %¥ 0¥ %00 %Ly %002 %00 sWbiep sty ebelany
ZETTEL'L 6+8'0L £EL 891 SvE - 990'056 698'8S - sainsodxs Aq Jessy
pajyBlaas ysiy
ZETYEL'L 0Eg'z8e’s 6i8'gl 5089l 558 - 098°9L0°Z 7vE'¥P6Z 1vZ'588°T [BY0 puBlD
7Z8'8ET S91¥8L - 95 - - 80L'¥81 - - [&501
2v.'Z\Z Zew'ivl - 9g - - GLL P - - %0¢1
0z0'0L 0ZO'0L - - - - 0Z0'CL - - %001
931781 ELE'ETE - - - - £1e'ze - - %09
$8NS0dXg
palinejaq
80£'656 G91°861°g 618'gl 60’89 §48 - ES8'2E8 1 ¥¥E'¥6T /¥2'e88'C [e1el
- - - - - - - - - %051
G/R°05S §.2'05¢ 618'¢l 6v0°89% - - 200'998 - - %001
. - - - . - - - - %08
ze £8 - - €8 - - - - %G/
85t'08 LIB'ZLE - - £8 - veR'zLL - - %05
e 689 - - 689 - - - - %SE
LLGLE ySE'8RS ) - - - - 0L3'vP62°L ¥YE'V6E - %02
- y - - - - - - - %01
- PATAL 1 - - - - - - L¥z2'698'C %0
$ainsodx3y
Buiwiopay
000 WY 000.NH 000, W 000,y 000N 000NN 000N 000, 000N
sjosse szinsodxa sainsodxs sjesse saBebuow jlejal sojelodion siqd pue sjueg [phus) syBrom sy
paybem le3o L Anb3g B0 jepjuapisay Acjenbay SgAN ‘sxueq /suBiaiarog

-34Sl jBjoL

} 10T Jequueoa Lg 1 st sjybiom st uo aInsojosip NSl IpaID - yueg (HIA)
{p3uo9) syybBiap-isty Aq aansodxg
{p.3uo2) yorouddy pasipiepuelg au3 Jopun soI0LUO 10} SIUBIBAM HSIY JO JuBWUBISSY %

{pauoo}dsiy IpaID o'y

{e1sfefew uj pajelodiosu;)
, pRyleg jueg JUSLLISIAL] HRURWY (1N

x-gL8eT




23878-X

MIDF Amanah Investment Bank Berhad
{iIncorporated in Malaysia)

5.0 Market Risk

Market risk is risk of loss arising from adverse movements in the interest rates and equity prices. The Bank
uses the Standard Approach to measure market risk.

Regulatory Capital Requirement
The following table presents the minimum regulatory capital requirerment for market risk.

Risk-
tong Short weighted Capital
positions positions assets requirements
RM'000 RM'000 RM'000 RM'000
Bank

30-Jun-12
Interest rate risk 1,836,311 919,204 211,843 16,947
Equity risk - - - -
1,836,311 919,204 211,843 16,947

31-Dec-11
interest rate risk 222273 200,000 80,852 6,468
Equity risk - - - -
222,273 200,000 80,852 6,468

Market & Risk Analytic Unit is responsible for measuring and monitoring market risk, and has designed and
implemented policies and procedures to ensure that market risk exposures are managed within the appetite
and limit framework set by the Board. The market and liquidity risk profile will be updated and reported to
the Asset & Liability Committee, Management Committee, Board Risk Management Committee and the

Board on a periodical basis.

Modified Duration method is used to compute the entire Treasury Portfolio o measure the change in market
value of the portfolio t¢ a change in inferest rate.

Sensitivity analysis is also done to measure the impact on overall portfolio’'s market value under stress
conditions against the current market value.

A valuation of all trading securities is done on a daily basis in accordance with market prices while a
valuation for the Available for Sale Securities is done on a weekly and on a monthly basis as per the Bid-
Price provided by Bond Pricing Agency (BPAM).

Risk Management Department, through their daily monitoring will ensure that proper procedures are
followed through and adhered with when financial instruments are allocated to the trading or banking book.
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6.0 Equity Exposures in Banking Book

Equity risk arises from the holding of open positions, either long or short, in equities or equity based instruments,
which creates exposure to a change in the market price of the equities or underlying equity instruments,

investments in Equity instrument are primarily made through managded funds that are subjected to limits and is
closely managed by Management Investment Committee ("MiC").

The valuation of Equity Investment is done on a daily basis and is subjected to a strict cut-loss limit .

Bank

30-Jun-12 31-Dec-11
Gross Risk- Gross Risk-
Credit weighted Credit weighted
Exposure assefs Exposure assets
RM'000 RM'000 RM'000 RM'000
Publicly traded
Publicly traded equity investments 20,885 20,885 13,062 13,062
Privately held
For socio-economic purposes 757 757 757 757
21,642 21,642 13,819 13,819

(i) Publicly traded equi{y investments comprise mainly holdings of shares listed on exchange. All publicly traded
equity exposures are stated at fair value.

(ii) The privately held equity investments are unquoted and stated at cost adjusted for impairment loss, if any.

(iii) The tables below present the gains and iosses on equity exposures in the banking book.

30-06-12 3112411
RM000 RM'000
Realised gains/(loss) recognised in the income statement
- Publicly traded equity investments - 736
Unrealised (loss)/gains recognised in revaluation reserve
734 (909)

- Publicly traded equity investments

20
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7.0 Liquidity and Funding Risk

Liguidity risk is the risk that the Bank is unable to maintain sufficient liquid assets to meet its
financial commitments and obligations when they fall due or having to secure the funding
requirement at excessive cost. Funding risk is that the Bank does not have sufficiently stable and

diverse sources of funding or the funding structure is inefficient.

Risk Governance
The management of the Bank liquidity is under the purview ALCO based on the guidelines approved

by RMC. Liquidity policies and framework are reviewed by the ALCO and approved by the RMC
prior to implementation.

Risk Management Approach
The liquidity risk management of the Bank is aligned with the New Liquidity Framework (NLF) issued

by BNM, and is measured and managed on a projected cash flow basis. In addition to ensuring the
compliance with the NLF, the Bank maintains a liquidity compliance buffer to meet unexpected cash

outflows.

" The day-to-day funding management is undertaken by the treasury operations and this includes the
maintenance of a portfolio of highly liquid assets that can be easily liquidated as protection against
any unforeseen interruption to cash flow and the replenishment of funds as they mature or are

borrowed by customers.

The Bank's liquidity and funding position is supported by the Bank's significant cusiomer deposit
base from corporate depositors. The Bank's corporate deposit base comprises short term deposits
and fixed deposits. The Bank's reputation, earnings generation capacity, financial and capital
strength including offering of competitive deposit rates are core attributes to preserve depositors'
confidence and ensure liquidily. The Bank accesses interbank money markets through interbank

borrowing/acceptance to meet short-term obligations.

The primary fools for monitoring liquidity is the maturity mismatch analysis, assessment on the
concentration of funding, the availability of unencumbered assets and the use of market-wide
information to identify possible liquidity problem. Liquidity positions are reported fo the ALCC and to

the RMC on a periodical basis.

Contingency funding plans are in place to identify early warning signals of a liquidity problem. The
contingency funding plans also set ouf the crisis escalation process as well as the various strategies
to be employed to preserve liquidity including an orderly communication channel during a fiquidity
problem. A liquidity stress test programme is in place fo ensure liguidity stress tests are
systematically performed fo determine the cash flow mismatches under the “Specific Institution
Liquidity Problem" and “Systemic Liquidity Problem” scenarios and the possible source of funding to

meet the shortfalls during a liquidity crisis.
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8.0 Operational Risk

The Bank has defined operational risk as the risk of loss resulting from inadequate or failed internal
processes, people and systems or external events. The definition of includes legal, strategic, financial
and reputational risks.

Reguiatory Capital Requirement

The following table presenis the minimum regulatory capital requirement on operational risk,
computed using the Basic Indicator Approach.

30-Jun-12 31-Dec-11
Risk- Risk-
weighted Capital weighted Capital
assets requirements assels requirements
RM'000 RM"000 RM'6G00 RM*000
Bank 190,448 15,236 197,080 15,766
190,448 15,236 197,080 15,766

Risk Governance

Operational Risk Management Unit is responsible for exercising governance over operational risk
through the management of the operational risk framework. Operationai Risk Management Unit
facilitates the assessment of business risks and the evaluation of adequacy of allocation of resources/
capital, appropriateness of measurement methodologies and effectiveness of infrastructure that are in
place for managing prioritised risks. The operational risks are updated and reported to the
Management Committee, Board Risk Management Committee and the Board on a periodical basis.

The varicus business units are responsible for identifying, managing and mitigating operational risks
within their line of businesses and ensure that their business activities are carried out within the

established policies, procedures, guidelines and fimits.

Risk Management Approach

The Bank continues to direct Bank-wide efforts to maintain its legal and regulatory compliance culture
in all jurisdictions that the Bank operates in. The Bank seeks to meet the standards and expectations
of regulatory authorities through a number of initiatives and activities to support compliance with
regulations governing anti-money faundering and counter financing of terrorism.

Business disruption is a critical risk to a bank's ability to operate. The Bank has comprehensive
business continuity and disaster recovery plans. The intention of the business continuity and disaster
recovery plans are to ensure that the critical business functions can be maintained, or restored in a
timely manner, in the event of material disruption arising from internal or external events.

To manage and mitigate the operationat risk, the Bank uses various tools including:

a) Self Risk Assessment
The Bank assesses its operations and activities against a list of potential risk vulnherabilities. This
process is internally driven and often incorporate workshops or checkliists to identify the strengths and

operational risk environment,

b} Loss Event Repori
Loss event experiences are collected to provide meaningful information for assessing the Bank's

exposure to operational risk and developing appropriate actions to mitigate and control the risk.

c} Key Risk Indicators
Key Risk Indicators are statistic and/ or metrics, which can provide insight into the Bank's operational
risk position. These indicators are reviewed on a periodic basis to alert the Bank the changes that may

be indicative of risk concerns.
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