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Company No. 295400 W
OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005

The directors have pleasure in submitting their report and the audited financial statements of the Bank and of
the Group for the financial year ended 31 December 2005.

PRINCIPAL ACTIVITIES

The principal activities of the Bank and of the Group are banking and related financial services which also
include Islamic banking business. The principal activities of the subsidiary companies during the financial year

are lease financing and the provision of nominees services.

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

FINANCIAL RESULTS GROUP BANK
2005 2005

RM’000 RM’000

Profit before taxation and zakat 584,470 584,212
Taxation (169,441) (169,383)
Zakat (383) (383)
Net profit attributable to shareholders 414,646 414,446
Retained profits brought forward 331,720 412,843
Dividends paid of 117.5 sen per share less tax at 28% (243,225) (243,225)
Dividends paid on preference shares (1,928) (1,928)
Retained profits carried forward 501,213 582,136




Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’' REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)
DIVIDENDS
Dividends paid by the Bank since the end of the previous financial year consist of:-

i. a final gross dividend of 72.5 sen per share less tax on 7 April 2005 in respect of the previous financial
year amounting to RM150.1 million on the fully issued and paid-up ordinary shares of the Bank;

ii. an interim dividend of 45 sen per share less tax on 7 September 2005 in respect of the current financial
year amounting to RM93.2 million on the fully issued and paid-up ordinary shares of the Bank; and

iii. a dividend of 4.51% per annum (on total paid up amount) on 20 September 2005 amounting to RM1.9
million on the fully issued and paid-up non-cumulative non-convertible perpetual preference shares of
the Bank.

The directors now recommend a net cash dividend of 4.51% amounting to RM 8.95 million to the preference
shareholders and a final gross dividend of 112 sen per share less tax in respect of the current financial year
amounting to RM231.8 million on the fully issued and paid-up ordinary shares of the Bank which is subject to
approval of members at the forthcoming Annual General Meeting of the Bank.

SHARE CAPITAL

On 20 May 2005, the Bank increased its authorised share capital from RM1,000,000,000 to RM1,005,000,000
through the creation of non-cumulative non-convertible perpetual preference shares of RM1 each. On 12 August
2005, the Bank issued 4,000,000 non-cumulative non-convertible perpetual preference shares of RM1 each at
an issued price of RM100 each for cash for purpose to strengthen the Bank’s capital base and to achieve a
more efficient mix of Tier 1 capital. Main features of the preference shares are disclosed in Note 16 in the
financial statements.

RESERVES AND PROVISIONS

There were no material transfers to or from reserves or provisions during the financial year other than those
disclosed in the financial statements and notes to the financial statements.

BAD AND DOUBTFUL DEBTS AND FINANCING

Before the financial statements of the Bank and of the Group were made out, the directors took reasonable
steps to ascertain that proper action had been taken in relation to the writing off of bad debts and financing and
the making of allowance for doubtful debts and financing, and satisfied themselves that all known bad debts and
financing had been written off and that adequate allowance had been made for bad and doubtful debts and
financing.

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

CURRENT ASSETS

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

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

VALUATION METHODS

At the date of this report, the directors are not aware of any circumstances which have arisen which render
adherence to the existing methods of valuation of assets or liabilities of the Bank and of the Group misleading or
inappropriate.
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)
CONTINGENT AND OTHER LIABILITIES
At the date of this report there does not exist:-

a) any charge on the assets of the Bank or of the Group which has arisen since the end of the financial year
which secures the liabilities of any other person, or

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

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

CHANGE OF CIRCUMSTANCES

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

ITEMS OF AN UNUSUAL NATURE

The results of the operations of the Bank and of the Group for the financial year were not, in the opinion of the
directors, substantially affected by any item, transaction or event of a material and unusual nature, except for
the change in accounting policies as explained in Section A of the Group’s significant accounting policies and
Note 38 of the financial statements.

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

FINANCIAL PERFORMANCE

The Bank pre-tax profit of RM584 million surpassed the half a billion Ringgit mark and was a record high. The
stronger performance of 51% increase or RM197 million over last year RM387 million was attributed to better
operating profits of 14% to RM559 million and net recoveries of RM26 million against provisions of RM102
million last year.

The increase in operating profit was attributed to higher net interest income of 14% to RM627 million and higher
non interest income of 26% to RM257 million. Higher net interest income was contributed by RM2.4 billion or
9% growth in average interest earning assets to RM28 billion and improved net interest margin of 16 bps.
Higher non-interest income of 26% or RM53 million to RM257 million came from higher fees and commissions
of RM13 million, foreign exchange profit of RM11 million and unrealised gain on valuation of financial
instruments of RM23 million. Overhead expenses expanded in line with the increase in business volumes by
25% to RM370 million.

With a net recovery of RM26 million against a provision of RM102 million last year and lower NPLs by RM241
million or 15% to RM1.4 billion, the bank’s net NPL ratio fell to 3.63% from 5.87%. An increase of 10% in loan
base also contributed to the decline.

Outstanding loans grew by 10% or RM2 billion, from RM19.8 billion to RM21.8 billion. Loan growth was
recorded in consumer business RM1.2 billion (of which housing loans RMO0.6 billion) with the remaining RM0.8
billion from business banking. Consequently, total assets grew by 12% to RM30.8 billion.

The Risk Weighted Capital Ratio (RWCR) of the bank remained healthy at 12.40% as at 31 December 2005.



Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

ACTIVITIES & ACHIEVEMENTS

OCBC Bank (Malaysia) Berhad (“the Bank”) has been operating in Malaysia for more than seven decades and
remains among the top three foreign banks in the country by assets. With a network of 25 branches located
across both the Peninsula and East Malaysia, it has a customer base of more than 400,000 individual and
corporate customers.

The Bank, which is staffed by 2,533 employees (as at 31 December 2005), offers a range of specialist financial
services that includes consumer, corporate, investment, premier and transaction banking, and global treasury
services to meet the needs of its customers across communities.

During the second quarter of the year, the Bank shifted its headquarters and main branch from the previous
premises to the newly-constructed Menara OCBC along Jalan Tun Perak, Kuala Lumpur. Prime Minister Dato’
Seri Abdullah Ahmad Badawi officiated at the grand opening ceremony on 3 June 2005, which was attended by
500 guests comprising customers, business partners and staff, and members of Malaysia’s regulatory
authorities.

At the start of the year, the Bank outsourced selected technology and processing services to its sister
company, e2 Power Sdn Bhd, which began central processing operations as an MSC-status (Multimedia Super
Corridor-status) company in Cyberjaya in January. The Centre was declared officially open by Minister of
Science, Technology and Innovation, Dato’ Sri Dr Jamaludin Jarjis, and provides services to the Bank for areas
such as data and call centres, trade operations, accounts services, credit processing and systems application
development.

Accolades for the year included being named Malaysia's Best Corporate/Institutional Internet Bank by Global
Finance, and also received Rating Agency Malaysia Berhad’'s (RAM) Special League Achievement award. In
addition, the Bank was bestowed, for the second consecutive year, the Asian Banking Award for Operational
Efficiency — this time for its Project MinT-M (Managing in Time — Malaysia). Other awards included Superbrands
Malaysia 2005, Best International Brand Awards 2004/2005 and Sahabat SMI Award 2005 from the SMI
Association of Malaysia.

In business banking, the Bank continued to do well and ranked among the top four banks overall for highest
small and medium enterprises (SME) loans growth. It also withessed strong growth in total income involving
large corporates, catalyzed, in part, by strong initiatives in new customer acquisition and focus
on investment banking, trade and treasury. For SMEs, the Bank introduced seven new lending programmes and
secured lending products, steering the SME business unit’s revenue to an 18% growth rate.

During the course of the year, the division also initiated finance-related workshops at 14 different locations to
provide insights into how entrepreneurs and large corporates might further expand their businesses. The Bank
continued to work closely and actively with strategic alliance partners of trade associations and exhibitors such
as the Branding Association of Malaysia, SMI Association of Malaysia and many more, to further reach out to
the business community.

The Bank’s online business banking innovations through Velocity@ocbc, particularly in corporate cash
management services, were given due recognition when the Bank was named Malaysia’s best corporate
internet bank by Global Finance in the magazine's annual “World's Best Internet Banks” competition. Among
other ongoing promotional initiatives during the year, the Bank showcased Velocity@ocbc at Bank Negara
Malaysia’'s inaugural Payment Systems Forum and Exhibition.

During the year, the Bank’s investment banking division made strides in several new areas and concluded a
total of 16 private debt securities and loan syndication transactions. It continued to differentiate itself from the
competition through innovative funding structures and provision of tailored solutions to a diverse range of clients
that culminated in several landmark transactions.



Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

ACTIVITIES & ACHIEVEMENTS (continued)

The Bank was co-lead arranger cum bookrunner for the year’s first successfully closed RM syndication in 2005:
a RM360 million syndicated term loan for Sunway Holdings Incorporated Berhad. Other deals included the
appointments as lead arranger for Pac Lease Sdn Bhd’'s maiden seven-year RM200 million commercial
papers/medium term notes programme and as lead arranger for Mycron Steel CRC Sdn Bhd’s RM105 million
syndicated tradeline facilities.

The Bank also undertook a series of trend-setting Islamic deals including the first oil palm and first multiple real
estate securitization exercises. The deals were structured along the internationally accepted Islamic concept of
Sukuk ljarah: as lead arranger for the Rimbunan Hijau Group’s RM278 million Islamic Securitisation exercise
(through Midas Plantation Sdn Bhd and RH Capital Sdn Bhd); and as lead arranger for TMW Lion GmbH’s
RM190 million fund-raising exercise (through Focal Quality Sdn Bhd). These were complemented by the Bank’s
involvement in two other major Islamic transactions, acting as co-lead arranger for WCT Engineering Berhad’s
issuance of RM200 million Islamic Securities and a structured Islamic acquisition financing package for Kulim
(Malaysia) Berhad.

The year also saw the self-led inaugural issuance of RM400 million non-cumulative non-convertible preference
shares for the Bank, which qualified as tier-1 capital.

MAJOR BUSINESS PLANS & ACTIVITIES FOR YEAR 2006

Moving into 2006, the Bank’s plans will centre on enhancing its service quality, delivering new, innovative
products and increasing its distribution network to better serve the needs of both existing as well as prospective
customers.

The Bank's Consumer Financial Services (CFS) division will continue to enlarge its retail customer base with
focus on specific customer segments. To support this growth strategy, the Bank plans to expand its product
range in wealth management, housing loans and lifestyle products such as credit cards and cash financing-i.
The Bank also plans to extend its reach through its growing mobile and direct sales teams, alliances with
external distribution parties and its ongoing partnership with Great Eastern Holdings Limited through their
extensive agency force.

The Bank will continue to serve and meet the needs of its business banking (BB) customers through innovation
of its business model and by developing an enhanced strategy that emphasises efficiency and lower costs,
particularly in the small business and community banking segments. And as part of its strategy to reach out to a
broader range of customers, the Bank has embarked on a project that caters to the distinct needs of diverse
sets of customers in today’s competitive environment through segmentation. The inauguration of the Contract
Finance unit at the end of 2005, which focuses on Bumiputra denominated industries, exemplifies the efforts
undertaken towards this end. In 2006, the Bank will concentrate on the implementation and smooth delivery of
the remaining project segments.

With the scenario of rising interest rates, emphasis will be laid on liability products such as structured
investments, fixed deposits and current account floats, as well as cash management transactions through GIRO
and the implementation of the financial process exchange (FPX). In addition, the Bank will continue to provide
extended support to large corporates that are seeking to venture overseas into markets such as Indonesia,
China and Vietnam.

The Bank’s Treasury division will continue to develop innovative products that serve the interests of its
sophisticated clientele. As interest rates start to firm up, and in anticipation of renewed interest in liability
products, products such as structured hedging tools (structured swaps, foreign exchange options and structured
loans) will be introduced. And, with the success of the Bank’s structured investment offerings during 2005, it is
poised to channel greater efforts into developing and growing its range of longer term foreign exchange-linked
products, commodity-linked structures, Islamic structured products and also exploring the idea of structuring
products via unit trusts and bancassurance.
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OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

RATINGS BY EXTERNAL AGENCIES

The Bank is rated by an external agency, Rating Agency Malaysia Berhad. The Bank received AAL for long
term rating (indicates sound credit profiles and without significant problems) and P1 for short term rating
(indicates superior capabilities for timely payments of obligations) which was reaffirmed in December 2004 and
is still in use at the reporting date. This is reflective of the Bank’s resilient asset quality, sound credit risk
management, sustainable financial performance and sturdy capitalisation.

CORPORATE GOVERNANCE
Board Composition and Independence

The Board comprises 8 Directors, of whom 7 are non-executive Directors. The non-executive Directors are: Tan
Sri Dato’ Nasruddin bin Bahari, Mr David Conner, Mr Lai Teck Poh, Mr Soon Tit Koon, Ms Tan Siok Choo,
Colonel (Rtd) David Wong Cheong Fook and Datuk Yong Poh Kon.

The executive Director on the Board is Dato’ Yeoh Beow Tit, CEO of the Bank.

The roles of the Chairman and the CEO have always been separated, which is consistent with the principle of
the Revised BNM/GPL to institute an appropriate balance of power and authority. The Chairman’s role in the
Board includes scheduling meetings to enable the Board to perform its duties responsibly whilst not interfering
with the flow of the Bank’s operations; preparing meeting agenda in consultation with the CEO; exercising
control over quality, quantity and timeliness of the flow of information between Management and the Board; and
assisting in ensuring compliance with guidelines on corporate governance. These pertain to only board
proceedings and is not a comprehensive list of all the duties and responsibilities of the Chairman.

The Board has 4 Directors deemed independent, namely, Tan Sri Dato’ Nasruddin bin Bahari, Ms Tan Siok
Choo, Colonel (Rtd) David Wong Cheong Fook and Datuk Yong Poh Kon.

The members of the Board as a group provide core competencies to ensure the effectiveness of the Board. The
competencies include banking, accounting, finance, legal, strategic ability, business acumen, management
experience and depth, understanding of industry and customer, familiarity with regulatory requirements and
knowledge of risk analyses and control. Details of the Directors’ professional qualifications and background can
be found below under “Further Information on Directors”.

As a principle of good corporate governance, all Directors are subject to re-election at regular intervals. The
Bank’s Articles of Association also provide for the retirement of Directors by rotation and, under Bank Negara
Malaysia's guidelines, all appointment and re-appointment of Directors have to be approved by Bank Negara
Malaysia.

Some of the Directors are also members of the Board Audit Committee but the Board is satisfied that the
Directors have been able to devote adequate time and attention to fulfil their duties as Directors of the Bank, in
addition to their Board Audit Committee representation.

Bank Negara Malaysia had vide circular dated 24 October 2005 required the Bank to form the Board
committees, namely, Nominating, Remuneration and Risk Management Committee by 31 March 2006. The
Bank will form the aforementioned committees by the deadline.
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OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

CORPORATE GOVERNANCE (continued)
Board Conduct and Responsibilities

The Board is elected by the shareholders to supervise the management of business and affairs of the Bank. The
prime stewardship responsibility of the Board is to ensure the viability of the Bank and to ensure that it is
managed in the best interest of the shareholders as a whole while taking into account the interest of the
stakeholders.

Broadly, the responsibilities of the Board include but are not limited to the following:

- Reviewing and approving overall business strategy developed and recommended by Management;

- Ensuring that decisions and investments are consistent with long-term strategic goals;

- Ensuring that the Bank is operated to preserve its financial integrity and in accordance with policies
approved by the Board;

- Providing oversight in ensuring that the Bank’s risk appetite and activities are consistent with the strategic
intent, operating environment, effective internal controls, capital sufficiency and regulatory standards;

- Overseeing, through the Audit Committee, the quality and integrity of the accounting and financial
reporting systems, disclosure controls and procedures and internal controls; and through the Risk
Committee the quality of the risk management processes and systems; and

- Reviewing any transaction for the acquisition or disposal of assets that is material to the Bank.

In 2005, the Board and Board Audit Committee held a total of 6 meetings each. Prior to each meeting, members
are provided with timely and complete information to enable members to fulfil their responsibilities. Information
provided includes background information and matters to be addressed by the Board, copies of disclosure
documents, monthly internal financial statements, risk management reports, budgets, forecasts and reports of
variance from budgets and forecasts.

The Board and Board Audit Committee have separate and independent access to the Bank’s senior
management and to the company secretary. The Directors, in addition, could take independent professional
advice from legal firms at the Bank’s expense.

The Directors receive appropriate structured training. This includes introductory information, briefings by senior
executives on their respective areas and attendance at relevant external courses. The Board as a whole also
receives briefings on relevant new laws, risk management updates and changes in accounting standards.

Board performance
The Board would be looking into the annual performance evaluation process to assess the effectiveness of the

Board, Board Committee and each Director’s contribution upon formation of the Board Nominating Committee
by 31 March 2006.
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OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

CORPORATE GOVERNANCE (continued)
BOARD COMMITTEE
Audit Committee

The Audit Committee comprises Tan Sri Dato’ Nasruddin bin Bahari, Ms Tan Siok Choo and Colonel (Rtd)
David Wong Cheong Fook, all of whom are independent Directors. The Committee has written terms of
reference that describe the responsibilities of its members.

The Audit Committee performs the functions specified in the Companies Act, 1965, the Banking and Financial
Institutions Act, 1989 and the Bank Negara Malaysia guidelines.

The Board approved the terms of reference of the Audit Committee. The Committee may meet at any time with
the internal auditors and external auditors. It has full access to and co-operation from management, and has the
discretion to invite any Directors and executive officers to attend its meetings. It has explicit authority to
investigate any matter within its terms of reference.

It meets with the Bank’s external auditors and the internal auditors, and reviews the audit plans, the internal
audit programme, the results of their examination and findings on their evaluation of the system of internal
controls, the scope and results of the internal audit procedures and the response from the Bank’s management
and the assistance given by the officers of the Bank to the auditors. The Audit Committee reviews the financial
statements of the Bank and the auditors’ report thereon and submits them to the Board of Directors. The Audit
Committee has full access and the cooperation of the management and has been given the resources required
for it to discharge its functions. The Audit Committee has full discretion to invite any Director and executive
officer to attend its meetings.

In addition to the review of the Financial Statements, the Audit Committee reviews and evaluates with the
external auditors and internal auditors, the adequacy of the system of internal and accounting controls, risk
management and compliance. The reviews include the scope and results of the audits, the cost effectiveness of
the audits, and the independence and objectivity of the external auditors.

The Audit Committee has received the requisite disclosures from the external auditors evidencing the latter's
independence. It is satisfied that the financial, professional and business relationships between the Group and
external auditors are compatible with maintaining the independence of the external auditors.

Internal Audit Function

The Audit Committee approved the terms of reference of internal audit. In line with leading practice, Internal
Audit's mission statement and charter requires it to provide independent and reasonable, but not absolute,
assurance that the Banking’'s system of risk management, control, and governance process, as designed and
implemented by senior management, are adequate and effective. Internal Audit reports on the adequacy of the
systems of control to the Audit Committee and management, but does not form any part of those systems of
control. Internal Audit is also expected to meet or exceed the Standards for the Professional Practices of
Internal Auditing of The Institute of Internal Auditors.
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OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

CORPORATE GOVERNANCE (continued)
Internal Audit Function (continued)

Internal Audit has implemented risk-based audit process. Audit work is prioritised and scope according to an
assessment of potential exposure to risks. This includes not only financial risks, but operational risks as well.
Computerised audit systems have been adopted so that the audit process is now largely automated.

The work undertaken by Internal Audit includes the audit of the system of internal control over its key operations
(including overseas branches), review of security and access controls for the key computer systems, review of
control process within and around new products and system enhancements, and review of controls over the
monitoring of market and credit risks. Internal Audit also actively participates in major new systems
developments and special projects, to help evaluate risk exposures and to help ensure that proposed
compensating internal controls are adequately evaluated on a timely basis.

Internal Controls

The Board believes that, in the absence of any evidence to the contrary, the system of internal control
maintained by the Bank’'s management and that was in placed throughout the financial year and up to and as of
the date of this report, is adequate to meet the needs of the company in its current business environment.

The system of internal control provides reasonable, but not absolute assurance that the company will not be
adversely affected by any event that could be reasonably foreseen as it strives to achieve its business
objectives. However, the Board also notes that no system of internal control could provide absolute assurance
in this regard, or absolute assurance against the occurrence of material errors, poor judgement in decision
making, human error, losses, fraud or other irregularities.

MANAGEMENT INFORMATION

All Directors review Board reports prior to the Board meeting. Information and materials, duly endorsed by the
CEO, Malaysia and the relevant functional heads that are important to the Directors’ understanding of the
agenda items and related topics are distributed in advance of the meeting. These are issued in sufficient time to
enable the Directors to obtain further explanations, where necessary, in order to be briefed properly before the
meeting. The Bank will provide information on business, finances and risks to the Directors on a regular basis
as well as on an as-required basis. The Board report includes, among others, the following:

Minutes of meetings of all Committees of the Board

Monthly Performance Report of the Bank

Monthly Credit Risk Management Report

Monthly Asset Liability & Market Risk Report

Quarterly Operational Risk Management Report

Quarterly Industry Benchmarking Report (includes, trend analysis, customer satisfaction, product and
services quality, and market share)

ogakrwnE

The Board provides input on bank policies from the Malaysia perspective in line with the prevailing regulatory
framework, economic and business environment.
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OCBC BANK (MALAYSIA) BERHAD
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DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

CORPORATE GOVERNANCE (continued)

DIRECTORS’ ATTENDANCE AT BOARD AND BOARD COMMITTEE MEETINGS IN 2005

Number of Meetings attended in 2005

Name of Director Board Audit Committee
Held Attended Held Attended
Tan Sri Dato’ Nasruddin bin Bahari 6 6 6 6
Mr David Conner 6 6
Mr Lai Teck Poh 6 5
Mr Soon Tit Koon 6 6
Ms Tan Siok Choo 6 6 6 6
Dato’ Yeoh Beow Tit 6 6
Datuk Yong Poh Kon 6 5
Colonel (Rtd) David Wong Cheong Fook 6 6 6 6

The Bank’s Articles of Association provide for Directors to participate in Board and Board Committee meetings
by means of conference telephone, video conferencing or audio visual equipment.

FURTHER INFORMATION ON DIRECTORS
Profile of the Board of Directors

Tan Sri Dato’ Nasruddin Bin Bahari, Chairman

Tan Sri Dato’ Nasruddin Bin Bahari was first appointed to the Board on 23 January 1996. He holds a Bachelor
of Arts with Honours from the University of Malaya and a Master of Public Administration from the University of
Pittsburgh, USA. Apart from being Chairman of the Bank, he is also Chairman of Affin Money Brokers Sendirian
Berhad and Sumber Petroleum Cemerlang (“SPC”) Sendirian Bhd. He is also a Director at Lingkaran Transkota
Holdings Bhd (“LITRAK"), The Pacific Insurance Bhd, Road Builder (M) Holdings Bhd, OCBC Credit Berhad and
Oversea-Chinese Banking Corporation Limited (“*OCBCL").

Dato’ Albert Yeoh Beow Tit

Dato’ Albert was appointed Senior Executive Vice President in January 2001. He joined OCBCL on 19 March
1996, initially as Director and CEO of the Bank and subsequently as Head of Retail Banking, OCBCL. Dato’
Yeoh returned to head the Malaysian operations as Director and CEO in January 1999, a position he continues
to hold. Dato’ Yeoh is a seasoned banker with more than 25 years of banking experience. He holds a Bachelor
of Economics (double major in Economics and Operations Research) from Monash University Australia, and a
Master of Science in Management from the University of Salford, England.

Mr David Conner

Mr Conner, who is also the Chief Executive Officer of OCBCL, was first appointed to the Board on 25
September 2002. He has extensive banking experience in the Asia Pacific region, having worked for over 25
years with Citibank, N.A. where he served as Managing Director and Market Manager for Citibank Japan from
1999. He was also Chief Executive Officer of Citibank India from 1996 to 1999 and, prior to that, was Country
Corporate Officer for Citibank’s Singapore operations. He is presently a Director at OCBCL, Great Eastern
Holdings Limited, Bank of Singapore Ltd, Lion Capital Management Limited, Asean Finance Corporation Ltd,
KTB Ltd, The Great Eastern Life Assurance Company Limited, The Overseas Assurance Corporation Limited,
PT Bank NISP TBK, The Esplanade Company Ltd and OCBC Overseas Investments Pte Ltd. He is also a
Council Member of the Association of Banks in Singapore, the International Advisory Council for Asia
(Washington University in St. Louis), Advisory Council of Institute of Banking & Finance and the Advisory Board
of Lee Kong Chian School of Business. Mr Conner holds a Bachelor of Arts from Washington University and a
Master of Business Administration from Columbia University.
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OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

CORPORATE GOVERNANCE (continued)
Profile of the Board of Directors (continued)

Mr Soon Tit Koon

Mr Soon was appointed Group Chief Financial Officer, OCBCL in September 2002 and appointed to the Board
on 19 June 2003, with responsibilities for capital management, financial and management accounting,
management information systems, legal and compliance, and investor relations. He was formerly the Chief
Financial Officer of Wilmar Holdings Private Limited for about three years and was with Citicorp Investment
Bank, Singapore, for 17 years. Mr Soon holds a Master of Business Administration from the University of
Chicago and a Bachelor of Science with Honours from the University of Singapore.

Mr Lai Teck Poh

Mr Lai was appointed Executive Vice President, OCBCL in January 1988 and appointed to the Board on 8
March 2000. Prior to being the Group Internal Audit Head, he was responsible for Corporate Banking, IT,
Investment Management and Central Operations as well as overseeing Group Risk Management, OCBCL,
seeing to the management of credit, market and operational risks for the Bank and its financial subsidiaries. Mr
Lai has more than 35 years of banking experience, including 20 years at Citibank N.A., Singapore, with
overseas assignments in Jakarta, New York and London. He holds a Bachelor of Arts with Honours from the
University of Singapore.

Datuk Yong Poh Kon

Datuk Yong was appointed to the Board on 23 January 1996. Datuk Yong holds a First Class Honours degree in
Mechanical Engineering from the University of Adelaide. He is presently the Managing Director of Royal
Selangor International Sdn Bhd and President of The Federation of Malaysian Manufacturers (“FMM”). He is
also a member of the Advisory Panel of the Malaysia Institute of Economics Research (“MIER”) and a Fellow of
the Academy of Sciences. He previously served as a member of the Board for the Malaysian Industrial
Development Authority (“MIDA"), BNM and the Malaysian Communication & Multimedia Commission.

Ms Tan Siok Choo

Ms Tan was appointed to the Board on 27 July 2000. Ms Tan holds a Bachelor of Law from the University of
Bristol, passed her Bar Finals at College of Law, London and has been admitted as a Barrister-at-law in
Lincoln’s Inn, London and the Malaysian Bar. She is presently Vice-President and Editor of Noordin Sopiee &
Associates Sdn Bhd and a visiting fellow at the Institute of Strategic and International Studies (ISIS) with
specific interests in the Malaysian economy, the financial sector and capital markets. She also serves as a
Director of United Malacca Rubber Estates Bhd, Meridian Plantations Sdn Bhd, Sinneo Sdn Bhd, Studio Gratika
Sdn Bhd and Zitan Corporation Consultant Sdn Bhd. She has extensive experience in the financial services
industry, having worked for almost 10 years in stockbroking and banking — as a senior research analyst for
Rashid Hussain Securities, senior investment analyst at Morgan Grenfell Asia & Partners’ Securities and Head
of Corporate Finance at Southern Bank Berhad.

Col (Rtd) David Wong Cheong Fook

Col (Rtd) David Wong Cheong Fook was first appointed to the Board on 30 March 2004. He is presently
Chairman of EM Services Pte Ltd and a Director at OCBCL, Bank of Singapore Ltd, Ascendas-MGM Funds
Management Ltd, Banking Computer Services Pte Ltd, BCS Information Systems Pte Ltd, Pan-United Marine
Ltd, Teva Pharmaceutical Investments Singapore Pte Ltd, Jurong International Holdings Pte Ltd and LMA
International NV. Col (Rtd) Wong holds a Bachelor of Arts with Honours in Economics and a Master of Arts from
the University of Cambridge. He is also a Member of the Institute of Chartered Accountants in England and
Wales and the Institute of Certified Public Accountants in Singapore.
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

DIRECTORS AND THEIR INTEREST IN SHARES AND OPTIONS
The directors of the Bank in office during this period since the date of the last report are as follows:-

Tan Sri Dato’ Nasruddin Bin Bahari (Chairman)

David Conner

Colonel (Rtd) David Wong Cheong Fook

Lai Teck Poh

Soon Tit Koon

Tan Siok Choo

Dato' Yeoh Beow Tit

Datuk Yong Poh Kon
In accordance with articles 106 & 107 of the Bank’s Articles of Association, Tan Sri Dato’ Nasruddin Bin Bahari,
Dato’ Yeoh Beow Tit and Mr Soon Tit Koon retire from the board at the forthcoming Annual General Meeting
and, being eligible, offer themselves for re-election.
According to the register of directors’ shareholdings maintained by the Bank in accordance with Section 134 of
the Companies Act 1965, the directors’ beneficial interests at the end of the financial year in the shares of the

Bank and its related corporations were as follows:-

Oversea-Chinese Banking Corporation Limited

Number of ordinary shares of S$ 0.50 each

Shareholdings registered in the name of directors or in which directors
have a direct interest

Adjustments
As at for rights issue As at
1.1.2005 and sub-division* Acquired Disposed 31.12.2005

Dato’ Yeoh Beow Tit 10,400 60,560 156,240 105,000 122,200
Lai Teck Poh 84,348 118,086 72,500 85,000 189,934
David Conner 142,000 198,800 150,400 0 491,200
Soon Tit Koon 10,000 14,000 0 0 24,000
Col (Rtd) David Wong Cheong Fook 3,000 7,000 2,000 0 12,000
Tan Sri Dato’ Nasruddin Bin Bahari 0 2,800 2,000 0 4,800

* Stock units held at 1 January 2005 were of par value S$1.00 each, before Oversea-Chinese Banking Corporation Limited’s
rights issue effected in July 2005 and sub-division of each ordinary stock units into two ordinary stock units of par value
S$0.50 each, effected in August 2005.
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Company No. 295400 W
OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

DIRECTORS AND THEIR INTEREST IN SHARES AND OPTIONS (continued)

Oversea-Chinese Banking Corporation Limited

Number of ordinary shares of S$ 0.50 each

Shareholdings in which directors have deemed interest

Adjustments
As at for rights issue As at
1.1.2005 and sub-division* Acquired Disposed 31.12.2005

Tan Siok Choo 1,471,063 2,059,487 0 0 3,530,550
Lai Teck Poh 15,645 21,901 0 0 37,546
Soon Tit Koon 30,107 76,388 24,456 0 130,951
Dato’ Yeoh Beow Tit 11,423 19,242 2,322 10,040 22,947
David Conner 90,949 184,022 40,496 50,400 265,067

Class G Preference Shares

Lai Teck Poh 42,000 0 0 0 42,000
David Conner 50,000 0 0 0 50,000
Tan Siok Choo 735,532 0 0 0 735,532

Y Deemed interest includes shares granted under the OCBC Deferred Share Plan which will vest three years
from the grant date and will lapse when the director ceases employment during the vesting period.

The unutilised share options available to the directors under the OCBC Executives' Share Option Scheme are as
follows:-

Number of unissued ordinary shares of S$ 0.50 each

Share Options held by directors in their own name

David Conner Lai Teck Poh Dato’ Yeoh Beow Tit Soon Tit Koon

As at 1.1.2005 930,000 478,895 375,000 250,000
Adjustments for right

issue and sub-division* 1,722,000 705,453 525,000 448,000
Offered 300,000 25,000 40,000 70,000
Exercised 100,000 72,500 146,200 0
Lapsed 0 0 0 0
As at 31.12.2005 2,852,000 1,136,848 793,800 768,000
Date options expire 8/4/2012 — 14/3/2015 29/1/2006 — 14/3/2015 9/12/2008 — 14/3/2015  8/4/2012 — 14/3/2015

* Stock units held at 1 January 2005 were of par value S$1.00 each before Oversea-Chinese Banking Corporation Limited’s
rights issue effected in July 2005 and sub-division of each ordinary stock units into two ordinary stock units of par value
S$0.50 each, effected in August 2005.
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Company No. 295400 W
OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

DIRECTORS AND THEIR INTEREST IN SHARES AND OPTIONS (continued)

OCBC Capital Corporation Limited

Number of preference shares of S$ 1.00 each

Shareholdings in which directors have deemed interest

As at 1.1.2005 Acquired Disposed As at 31.12.2005
Non-cumulative
non-convertible guaranteed
OCC-A-Preference Shares
Soon Tit Koon 0 10,000 0 10,000

Other than the above, no other directors in office during the financial year held any interest in shares, options
and debentures of the Bank and its related corporations.

DIRECTORS’ BENEFITS

During and at the end of the financial year, no director of the Bank has received or become entitled to receive
any benefit (other than the benefit included in the aggregate amount of emoluments received or due and
receivable by directors as shown in Note 22 to the financial statements, or the fixed salary of full-time
employees of the Bank) by reason of a contract made by the Bank or a related corporation with the director or
with a firm of which the director is a member, or with a company in which the director has a substantial financial
interest.

Neither at the end of the financial year, nor at any time during the financial year, did there subsist any
arrangements to which the Bank is a party whereby directors might acquire benefits by means of the acquisition
of shares in, or debenture of, the Bank or any other body corporate except for the share options granted to
executives of OCBCL pursuant to the OCBC Executives’ Share Option Scheme and shares granted under the
OCBC Deferred Share Plan which will vest three years from the grant date and will lapse when the director
ceases employment during the vesting period.

ULTIMATE HOLDING COMPANY

The directors regard Oversea-Chinese Banking Corporation Limited, a licensed commercial bank incorporated
in Singapore, as the ultimate holding company of the Bank.
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Company No. 295400 W
OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

DIRECTORS’ REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

AUDITORS

Our auditors, PricewaterhouseCoopers, have expressed their willingness to continue in office.

In accordance with a resolution of the Board of Directors dated 15 February 2006.

TAN SRI DATO’ NASRUDDIN BIN BAHARI
DIRECTOR

DATO’ YEOH BEOW TIT
DIRECTOR

Kuala Lumpur
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

BALANCE SHEETS AS AT 31 DECEMBER 2005

ASSETS Note
Cash and short-term funds 2
Securities purchased under resale

agreement
Deposits and placements with financial

institutions 3
Held-for-trading securities 4
Available-for-sale securities 4
Loans, advances and financing 5
Other assets 7
Statutory deposits with Bank Negara

Malaysia 8
Investment in subsidiary companies 9
Property, plant and equipment 10
Deferred taxation asset 11

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits from customers 12
Deposits and placements of banks
and other financial institutions 13

Obligations on securities sold
under repurchase agreements
Bills and acceptances payable
Amount due to Cagamas
Subordinated term loan 14
Other liabilities 15
Taxation and zakat
Total Liabilities

Financed by :
Share capital 16
Reserves 17

Shareholders' Equity

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY

COMMITMENTS AND
CONTINGENCIES 28

Group Bank
2005 2004 2005 2004
RM’000 RM’000 RM’000 RM’000
1,960,947 1,379,166 1,960,947 1,379,166
49,976 0 49,976 0
332,476 523,991 332,476 523,991
352,699 579,445 352,699 579,445
5,752,212 4,881,721 5,752,212 4,881,721
20,931,547 19,081,516 20,930,917 19,080,640
263,969 148,000 260,952 152,851
785,086 694,086 785,086 694,086
0 0 1,611 1,611
247,669 202,724 247,651 202,721
129,243 102,982 129,527 103,208
30,805,824 27,593,631 30,804,054 27,599,440
19,778,540 16,941,812 19,792,275 16,962,910
3,066,763 3,514,906 3,066,763 3,514,906
2,611,796 2,128,354 2,611,796 2,128,354
1,340,850 1,533,193 1,340,850 1,533,193
921,782 1,010,781 921,782 1,010,781
533,709 570,000 533,709 570,000
399,173 274,007 396,114 270,964
37,670 8,464 37,670 8,464
28,690,283 25,981,517 28,700,959 25,999,572
291,500 287,500 291,500 287,500
1,824,041 1,324,614 1,811,595 1,312,368
2,115,541 1,612,114 2,103,095 1,599,868
30,805,824 27,593,631 30,804,054 27,599,440
31,651,355 23,372,056 31,651,355 23,341,877

The accounting policies on pages 24 to 32 and notes on pages 33 to 107 form an integral part of the financial

statements.
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

INCOME STATEMENTS FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005

Note

Interest income 18
Interest expense 19
Net interest income

Islamic Banking income 40(23)
Non-interest income 20
Net income

Staff cost and overhead expenses 21

Operating profits before allowances
Write back of / (allowance for) losses on
loans and financing 23
Write back of / (provision for) commitment and
contingencies
Write back of impairment on securities (net)
Impairment losses on property, plant and
equipment

Profit before taxation and zakat

Taxation 25
Zakat

Net profit attributable to shareholders

Basic earnings per share (sen) 26

Dividend per ordinary share — 157 sen
gross (2004 : 112.5 sen) less income tax (sen) 27

Group Bank
2005 2004 2005 2004
RM’000 RM'000 RM'000 RM'000
1,323,488 1,164,906 1,323,457 1,164,815
(695,902) (613,606) (696,314) (614,202)
627,586 551,300 627,143 550,613
44,512 29,301 44,512 29,301
672,098 580,601 671,655 579,914
256,936 203,597 256,936 203,597
929,034 784,198 928,591 783,511
(370,156) (294,970)  (369,908) (294,778)
558,878 489,228 558,683 488,733
6,177 (109,188) 6,114 (109,437)
824 (4,302) 824 (4,302)
18,591 14,376 18,591 14,376
0 (2,745) 0 (2,745)
584,470 387,369 584,212 386,625
(169,441) (116,135) (169,383) (113,277)
(383) (24) (383) (24)
414,646 271,210 414,446 273,324
143.6 94.3 143.5 95.1
113.0 81.0 113.0 81.0

The accounting policies on pages 24 to 32 and notes on pages 33 to 107 form an integral part of the financial

statements.
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD

(Incorporated in Malaysia)

STATEMENT OF CHANGES IN EQUITY FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005

Non-distributable Distributable
Fair
Share Share  Statutory  Capital value General Retained
Note capital  premium reserve reserve reserve reserve profits Total
RM’'000 RM'000 RM'000 RM'000 RM’'000 RM’'000 RM’'000 RM’'000
Group
Balance at 1 January 2005
- As previously stated 287,500 462,500 322,000 56,619 0 36,750 443,350 1,608,719
- Adjustments on adoption of
revised BNM/GP8 38 0 0 0 0 51,371 0 (104,649) (53,278)
- Adjustments on adoption of
FRS2 38 0 0 0 10,376 0 0 (6,981) 3,395
As restated 287,500 462,500 322,000 66,995 51,371 36,750 331,720 1,558,836
Net profit attributable to
shareholders 0 0 0 0 0 0 414,646 414,646
Revaluation of available-for-
sale securities (net) 0 0 0 0 (27,264) 0 0 (27,264)
Deferred tax on revaluation of
available-for-sale securities (net) 0 0 0 0 8,539 0 0 8,539
Share-based staff costs 0 0 0 5,937 0 0 0 5,937
Issuance of preference shares 4,000 396,000 0 0 0 0 0 400,000
Dividends paid on ordinary
shares in respect of:
-year ended 31 December
2004 27 0 0 0 0 0 0 (150,075) (150,075)
-period ended 30 June
2005 27 0 0 0 0 0 0  (93,150) (93,150)
Dividends paid on preference
shares
-year ended 31 December 27 0 0 0 0 0 0 (1,928) (1,928)
2005
Balance at 31 December 2005
291,500 858,500 322,000 72,932 32,646 36,750 501,213 2,115,541
Balance at 1 January 2004
- As previously stated 287,500 462,500 322,000 56,619 0 436,750 201,699 1,767,068
- Adjustment on adoption of
FRS 2 38 0 0 0 2,756 0 0 (1,840) 916
As restated 287,500 462,500 322,000 59,375 0 436,750 199,859 1,767,984
Transfer (to)/from 0 0 0 0 0 (400,000) 400,000 0
Share-based staff costs 0 0 0 7,620 0 0 0 7,620
Net profit attributable to
shareholders 0 0 0 0 0 0 271,210 271,210
Dividends paid in respect of:
-year ended 31 December
2003 27 0 0 0 0 0 0 (351,900) (351,900)
-period ended 30 June
2004 27 0 0 0 0 0 0 (82,800) (82,800)
Balance at 31 December 2004
287,500 462,500 322,000 66,995 0 36,750 436,369 1,612,114
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

STATEMENT OF CHANGES IN EQUITY FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (CONTINUED)

Bank
Balance at 1 January 2005
- As previously stated

- Adjustments on adoption of
revised BNM/GP8

- Adjustments on adoption of
FRS2
As restated

Net profit attributable to
shareholders

Revaluation of available-for-
sale securities (net)

Deferred tax on revaluation of

available-for-sale securities (net)

Share-based staff costs
Issuance of preference
shares

Dividends paid on ordinary

shares in respect of:

-year ended 31 December
2004

-period ended 30 June
2005

Dividends paid on preference
shares

-year ended 31 December
2005

Balance at 31 December 2005

Balance at 1 January 2004
- As previously stated

- Adjustment on adoption of
FRS 2
As restated

Transfer (to)/from

Share-based staff costs

Net profit attributable to
shareholders

Dividends paid in respect of:
-year ended 31 December
2003

-period ended 30 June
2004

Balance at 31 December 2004

Non-distributable Distributable
Fair
Share Share  Statutory  Capital value General Retained
Note capital  premium reserve reserve reserve reserve profits Total
RM’'000 RM'000 RM'000 RM'000 RM’000 RM’000 RM’000 RM’000
287,500 462,500 322,000 0 0 0 524,473 1,596,473
38 0 0 0 0 51,371 0 (104,649) (53,278)
38 0 0 0 10,376 0 0 (6,981) 3,395
287,500 462,500 322,000 10,376 51,371 0 412,843 1,546,590
0 0 0 0 0 0 414,446 414,446
0 0 0 0 (27,264) 0 0 (27,264)
0 0 0 0 8,539 0 0 8,539
0 0 0 5,937 0 0 0 5,937
4,000 396,000 0 0 0 0 0 400,000
27 0 0 0 0 0 0 (150,075) (150,075)
27 0 0 0 0 0 0  (93,150) (93,150)
27 0 0 0 0 0 0 (1,928) (1,928)
291,500 858,500 322,000 16,313 32,646 0 582,136 2,103,095
287,500 462,500 322,000 0 0 400,000 280,708 1,752,708
38 0 0 0 2,756 0 0 (1,840) 916
287,500 462,500 322,000 2,756 0 400,000 278,868 1,753,624
0 0 0 0 0 (400,000) 400,000 0
0 0 0 7,620 0 0 0 7,620
0 0 0 0 0 0 273,324 273,324
27 0 0 0 0 0 0 (351,900) (351,900)
27 0 0 0 0 0 0 (82,800) (82,800)
287,500 462,500 322,000 10,376 0 0 517,492 1,599,868

The accounting policies on pages 24 to 32 and notes on pages 33 to 107 form an integral part of the financial statements.
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

CASH FLOW STATEMENTS FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005

Note

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation and zakat

Adjustments for:-
Net profit from held-for-trading securities

Gain/ (loss) from sale of available-for-sale securities
Dividends received
Depreciation of property, plant and equipment
Impairment losses on property, plant and equipment
Gain on disposal of property, plant and equipment (net)
Allowance for bad and doubtful debts and financing
Profit equalisation reserve
Write back of impairment losses on securities (net)
Amortisation of premium less accretion of discount
(Write back) / provision for commitment and
contingencies
Unrealised loss on revaluation (net)
OPERATING PROFIT BEFORE WORKING
CAPITAL CHANGES

(Increase)/Decrease in Operating Assets :
Loans, advances and financing
Other assets and statutory deposits
with Bank Negara Malaysia
Held-for-trading securities (net)
Securities purchased under resale agreement

Increase/(Decrease) in Operating Liabilities :
Deposits from customers
Bills and acceptances payable

Loans sold to Cagamas
Other liabilities

Obligations sold under Repurchase agreement
Deposits of banks and other financial institutions
Subordinated term loan

Cash generated from operations

Income tax and zakat paid

NET CASH GENERATED FROM OPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of available-for-sale securities (net)
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Dividends received

NET CASH UTILISED IN INVESTING ACTIVITIES

22

Group Bank
2005 2004 2005 2004
RM’000 RM’000 RM’000 RM’000
584,470 387,369 584,212 386,625
(21,722) (16,470) (21,722) (16,470)
161 (6) 161 (6)
(864) (1,649) (864) (1,649)
18,119 20,538 18,117 20,537
0 2,745 0 2,745
(261) (1,594) (261) (1,594)
(6,177) 128,655 (6,114) 128,904
4,471 (4,479) 4,471 (4,479)
(18,591) (14,376) (18,591) (14,376)
56,721 39,167 56,721 39,167
(824) 4,302 (824) 4,302
(28,154) 0 (28,154) 0
587,349 544,202 587,152 543,706
(1,998,424) (2,551,883) (1,998,733) (2,552,271)
(118,231) (165,881) (110,363) (173,730)
247,340 229,683 247,340 229,683
(49,976) 0 (49,976) 0
2,836,728 1,197,581 2,829,365 1,198,382
(192,343) 266,053 (192,343) 266,053
(88,999) (87,371) (88,999) (87,371)
55,163 47,306 55,147 45,519
483,442 718,903 483,442 718,903
(448,143) (49,001) (448,143) (49,001)
(23,889) 189,973 (23,889) 189,973
1,290,017 339,565 1,290,000 329,846
(117,558) (112,384) (117,558) (102,669)
1,172,459 227,181 1,172,442 227,177
(875,101) (974,587) (875,101) (974,587)
(75,986) (44,342) (75,969) (44,338)
13,183 3,231 13,183 3,231
864 1,649 864 1,649
(937,040) (1,014,049) (937,023) (1,014,045)




Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

CASH FLOW STATEMENTS FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

Note

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid

Proceeds from issuance of preference shares

NET CASH UTILISED IN FINANCING ACTIVITIES

NET INCREASE / (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF
FINANCIAL YEAR

CASH AND CASH EQUIVALENTS AT END OF
FINANCIAL YEAR 37

Group Bank
2005 2004 2005 2004
RM’000 RM’000 RM’000 RM’000

(245,153)  (434,700)
400,000 0

(245,153)  (434,700)
400,000 0

154,847 ~ (434,700)

154,847 ~ (434,700)

390,266 (1,221,568)

1,903,157 3,124,725

390,266 (1,221,568)

1,903,157 3,124,725

2,293,423 1,903,157

2,293,423 1,903,157

The accounting policies on pages 24 to 32 and notes on pages 33 to 107 form an integral part of the financial

statements.
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

SUMMARY OF SIGNIFICANT GROUP ACCOUNTING POLICIES
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005

A. Basis of preparation of the financial statements

The financial statements of the Bank and of the Group have been prepared under the historical cost
convention (as modified by valuation of securities and financial derivatives as explained below) and comply
with the provisions of the Companies Act, 1965, Bank Negara Malaysia Guidelines (including “Revised
Guidelines on Financial Reporting for Licensed Institutions (BNM/GP8)” dated 5 October 2004), Syariah
requirements (operation of Islamic Banking) and MASB approved accounting standards in Malaysia. The
financial statements incorporate all activities relating to Islamic Banking (IB) which have been undertaken by
the Bank in compliance with Syariah principles.

IB refers generally to the acceptance of deposits and granting of financing under the Syariah principles.

The Group and Bank adopted the Revised BNM/GP8 in 2005 and this has resulted in a change in
accounting policy for the following financial instruments and is further explained in the respective accounting
policy notes below:

e Securities (see policy G);
e Loans, advances and financing (see policy C and E); and
o Derivatives (in respect of hedge accounting, see policy V)

The Revised BNM/GP8 was applied prospectively from 1 January 2005 in the preparation of the financial
statements as it is impracticable to restate its comparative especially in relation to the new impairment rules
for financial instruments. However, the following have been reclassified to conform with the new
classification and presentation:

(i) dealing and investment securities in the previous year were reclassified to held-for-trading and
available-for-sale securities respectively; and
(ii) interest/ profit-in-suspense were netted off from loans, advances and financing and NPL.

The Bank has early adopted Financial Reporting Standard 2 (FRS 2) “Share-Based Payment” and has
applied the recognition and measurement principles of FRS 2 for share options and other share-based
payments granted after 22 November 2002 and still not vested as at 31 January 2005. The change in
accounting policy was applied retrospectively.

The impact of adopting the revised BNM/GP8 and FRS 2 are disclosed in Note 38 in the financial
statements.

B. Basis of Consolidation

The Group financial statements include the audited financial statements of the Bank and all its subsidiary
companies made up to the financial year ended 31 December 2005. Subsidiary companies are those
companies in which the Group has power to exercise control over the financials and operating policies so as
to benefit from their activities.

The results of the subsidiary companies acquired or disposed off during the financial year are included in
the Consolidated Income Statement from the date of their acquisition or up to the date of their disposal.
Subsidiary companies are consolidated using the acquisition method of accounting.

All significant inter company transactions and balances have been eliminated on consolidation and the
consolidated financial statements reflect external transactions only.
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Company No. 295400 W

OCBC BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

SUMMARY OF SIGNIFICANT GROUP ACCOUNTING POLICIES
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2005 (continued)

C. Recognition of Interest Income / Financing Income

Interest income / financing income is recognised on an accrual basis using the effective interest method.
Interest income / financing income on housing, term loans and term financing is recognised by reference to
rest period which is monthly.

Where an account is classified as non-performing, interest income/financing income accrued and
recognised as income prior to the date the loans are classified as non-performing is reversed out of income
and set-off against the accrued interest receivable account in the balance sheet. Subsequently, interest
income and financing income earned on non-performing loans and financing are recognised as income on a
cash basis.

In prior years, where an account is classified as non-performing, recognition of interest income / financing
income is suspended until it is realised on a cash basis.

This policy on interest income / financing income recognition is in conformity with Bank Negara Malaysia’s
“Classification of Non-Performing Loans and Provision for Substandard, Bad and Doubtful Debts and
BNM/GP8 dated 5 October 2004.

Income earned on hire purchase, block discount and lease finance is recognised on the ‘sum of digits’
method so as to produce a constant periodic rate of interest. Unearned interest is deducted in arriving at the
net balance of hire purchase, block discount and lease debts.

D. Recognition of Fees and Other Income

Loan processing fees and commissions are recognised as income when all conditions precedent are
fulfilled.

Commitment fees and guarantee fees which are material are recognised as income based on time
apportionment.

Dividends from subsidiaries are recognised when the shareholders’ right to receive payment is established.
Dividends from held-for-trading and available-for-sale securities are recognised when received.

E. Allowance for Bad and Doubtful Debts and Financing

Specific allowances are made for non-performing debts and financing which are guided by BNM/GP3
guidelines. Nevertheless, upon classification of loans, advances and financing to non-performing at 3
months in arrears or where there is objective evidence of impairment, the Bank is required to make 100%
specific allowance on the unsecured portion. Exception may only be allowed subject to approval as per the
Bank’s Non-Performing Loan Approval Authority Limits.

The Bank also applied the following discount on collateral for non-performing loans when computing specific
allowance:

(i) fifty percent (50%) of the realisable value of the collateral for non-performing loans which are in arrears
for more than five years but less than seven years for consumer and small business segments; and

(i) no value to the realisable value of the collateral for all non-performing loans which are in arrears for
more than seven years.
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E Allowance for Bad and Doubtful Debts and Financing (continued)

Impaired loans and financing are now measured at their estimated recoverable amount. Additional
impairment allowance is provided if the recoverable amount is lower than the net book value of the
loans/financing. Recoverable amount refers to the present value of estimated future cash flows discounted
at original effective interest rate. Net book value is the outstanding amount of loans, advances and financing
net of specific allowance calculated based on policy above.

In prior years, specific allowances are made for non-performing debts and financing which have been
individually reviewed and specifically identified as substandard, bad or doubtful. The Bank observes a
staggered allowance policy of 20% upon classification of loans, advances and financing as non-performing
at 3 months and an additional 10% for every month the loans, advances and financing remains non-
performing, accumulating to 50% at 6 months and 100% at 11 months. A minimum specific allowance of
20% of the collateral shortfall is made for accounts classified as substandard with no principal or interest in
default. The policy is more stringent compared to the minimum requirements of Bank Negara Malaysia’'s
“Classification of Non-Performing Loans and Provision for Substandard, Bad and Doubtful Debts” where
specific allowance is taken at 20% at 6 months unless overall allowance for losses on loans, advances and
financing are adequate, increasing to 50% at 9 months and 100% at 12 months.

Specific allowance is written back in circumstances where the loans, advances and financing have been
fully settled, where there is cash inflow, additional collaterals being provided, firm contractual agreement to
dispose off the collaterals at a price higher than valuation used by the Bank, enhancement in the value of
security arising from actual conversion of land use on the property charged and/or where there is concrete
evidence to support a reclassification of the loans, advances and financing to a better category, subject to
loan review.

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

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

F. Repurchase Agreements

Securities purchased under resale agreements are securities which the Bank had purchased with a
