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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

SHARIAH COMMITTEE'S REPORT

(a)

(b)

(c)

(d)

PROF. DR ABDULLAH @ ALWI BIN HJ. HASSAN ASSOC. PROF. DR MAHAMAD BIN ARIFIN
Chairman of the Committee Member of Committee

Kuala Lumpur, Malaysia
Date: 20 March 2014

In the name of Allah, the most Beneficent, the most Merciful. 
 
Praise to Allah, the Lord of the Worlds and peace and blessings be upon our Prophet Muhammad, and on his 
family and companions. 
 
We have reviewed the principles and contracts relating to the transactions and applications undertaken by the 
Bank during the financial year ended 31 December 2013. We have also conducted our review to form an 
opinion as to whether the Bank has complied with Shariah rules and relevant resolutions and rulings made by 
the Shariah Advisory Councils of the regulatory bodies. 
 
The Bank's management is responsible for ensuring that the Bank conducts its business in accordance with 
Shariah rules and requirements. It is our responsibility to form an independent opinion, based on our review of 
the operations of the Bank and, to report to you. 
 
We have assessed the work carried out by Shariah review and Shariah audit which included examining, on a 
test basis, each type of transaction, the relevant documentation and procedures adopted by the Bank. 
 
We planned and performed our review so as to obtain all the information and explanations which we considered 
necessary in order to provide us with sufficient evidence to give reasonable assurance that the Bank has not 
violated the Shariah principles. 
 
We are of the opinion that: 

The contracts, transactions and dealings entered into by the Bank during the year ended 31 December 
2013, that we have reviewed are in compliance with the Shariah principles except as disclosed in (c); 

The allocation of profit and charging of losses relating to investment accounts conform to the basis that 
had been approved by us in accordance with Shariah principles; 

We, the members of the Shariah Committee of OCBC Al-Amin Bank Berhad, do hereby confirm that the 
operations of the Bank for the year ended 31 December 2013 have been conducted in conformity with the 
Shariah principles. 

In the financial year, the Bank has fulfilled its obligation to pay zakat on its business to state zakat 
authorities and the zakat is computed  using the growth capital method. 

During the financial year, the Bank received RM121,657 as Shariah non-compliant income from Shariah 
non-compliant events and as a result of commission received from conventional insurers. There were 
fourteen (14) occurrences of Shariah non-compliant events identified during the year. In general, the 
Shariah non-compliant events were due to people and process factors such as failure to adhere to 
procedures/guidelines and improper execution of documentation and contracts according to the Shariah 
requirements. The Bank has taken the necessary steps to rectify the breaches. The Bank has also 
implemented several preventive measures to avoid similar occurrences such as revising the process flow 
for documentation execution, tightening the controls in the products' process flows and organising training 
sessions to create strong Shariah awareness and understanding amongst the Bank's staff. The 
distribution of the Shariah non-compliant income is disclosed in Note 32; and 
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KPMG Ow Peng Li
Firm Number: AF 0758 Approval Number: 2666/09/15(J)
Chartered Accountants Chartered Accountant

Petaling Jaya, Selangor
Date: 20 March 2014

Other Matters 
 
This report is made solely to the members of the Bank, as a body, in accordance with Section 174 of the 
Companies Act, 1965 in Malaysia and for no other purpose. We do not assume responsibility to any other 
person for the content of this report. 
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2013

2013 2012
Note RM'000 RM'000

ASSETS

Cash and cash equivalents 3 963,230      23,687        Deposits and placements with banks and other
Financial investments available-for-sale 4 2,061,763   2,315,277   
Financing and advances 5 6,762,954   4,295,722   
Derivative financial assets 7 44               5,592          
Other assets 8 54,716        94,596        
Current tax assets 1,682          443             
Statutory deposits with Bank Negara Malaysia 9 270,800      214,500      
Property, plant and equipment 10 8,049          8,025          
Deferred tax assets 11 2,446          1,435          
Total assets 10,125,684 6,959,277   

LIABILITIES

Deposits from customers 12 6,675,588   4,479,842   
Deposits and placements of banks and other
   financial institutions 13 2,555,128   1,693,882   
Bills and acceptances payable 13,679        14,795        
Subordinated bond 14 200,000      200,000      
Derivative financial liabilities 7 36               5,543          
Other liabilities 15 86,056        93,439        
Zakat 30               25               
Total liabilities 9,530,517   6,487,526   

EQUITY

Share capital 16 125,000      115,000      
Reserves 17 470,167      356,751      
Total equity 595,167      471,751      

Total liabilities and equity 10,125,684 6,959,277   

Commitments and contingencies 29 1,549,635   2,971,121   

The accompanying notes form an integral part of the financial statements.
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2013

2013 2012
Note RM'000 RM'000

Income derived from investment of depositors' funds and others 18 449,068     336,934     
Income derived from investment of shareholder's funds 19 74,510       52,949       
Impairment allowance on financing and advances 20 (56,054)      (40,268)      
Total distributable income 467,524     349,615     
Income attributable to depositors 21 (193,644)    (165,928)    
Total net income 273,880     183,687     
Operating expenses 23 (137,583)    (124,726)    
Profit before income tax expense and zakat 136,297     58,961       
Income tax expense 27 (28,774)      (12,842)      
Zakat (30)             (25)             
Profit for the year 107,493     46,094       

Other comprehensive income, net of tax 

Items that may be reclassified subsequently to profit or loss
Fair value (available-for-sale) reserve:
    - Change in fair value (12,669)      6,492         
    - Amount transferred to profit or loss (6,100)        (672)           
Income tax expense relating to components of other comprehensive 

income 4,692         (1,455)        
Other comprehensive (loss)/income for the year, net of tax (14,077)      4,365         

Total comprehensive income for the year 93,416       50,459       

Profit attributable to shareholder of the Bank 107,493     46,094       

Total comprehensive income attributable to shareholder of the Bank 93,416       50,459       

Basic earnings per ordinary share (sen) 28     90.14         46.90         

The accompanying notes form an integral part of the financial statements.
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

STATEMENT OF CHANGES IN EQUITY FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2013

Distributable
 Share  Share  Statutory  Fair Value  Retained  Total 

 Capital  Premium  Reserve  Reserve  Earnings  Equity 
 RM'000  RM'000  RM'000  RM'000  RM'000  RM'000 

Balance at 1 January 2013 115,000        230,000        53,643          8,667            64,441          471,751        
Fair value (available-for-sale) reserve

- Change in fair value -                    -                    -                    (12,669)         -                    (12,669)         
- Amount transferred to profit or loss -                    -                    -                    (6,100)           -                    (6,100)           

Income tax expense relating to components of other 
comprehensive income -                    -                    -                    4,692            -                    4,692            

Other comprehensive loss for the year -                    -                    -                    (14,077)         -                    (14,077)         
Profit for the year -                    -                    -                    -                    107,493        107,493        
Total comprehensive (loss)/income for the year -                    -                    -                    (14,077)         107,493        93,416          
Contributions by and distributions to owners of the Bank
Issue of ordinary shares 10,000          20,000          -                    -                    -                    30,000          
Transfer to statutory reserve -                    -                    53,746          -                    (53,746)         -                    
Balance at 31 December 2013 125,000        250,000        107,389        (5,410)           118,188        595,167        

Balance at 1 January 2012 85,000          170,000        30,596          4,302            41,394          331,292        
Fair value (available-for-sale) reserve

- Change in fair value -                    -                    -                    6,492            -                    6,492            
- Amount transferred to profit or loss -                    -                    -                    (672)              -                    (672)              

Income tax expense relating to components of other 
comprehensive income -                    -                    -                    (1,455)           -                    (1,455)           

Other comprehensive income for the year -                    -                    -                    4,365            -                    4,365            
Profit for the year -                    -                    -                    -                    46,094          46,094          
Total comprehensive income for the year -                    -                    -                    4,365            46,094          50,459          
Contributions by and distributions to owners of the Bank
Issue of ordinary shares 30,000          60,000          -                    -                    -                    90,000          
Transfer to statutory reserve -                    -                    23,047          -                    (23,047)         -                    
Balance at 31 December 2012 115,000        230,000        53,643          8,667            64,441          471,751        

2012

Non-distributable 

2013

The accompanying notes form an integral part of the financial statements.
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

STATEMENT OF CASH FLOWS FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2013

2013 2012
Note RM'000 RM'000

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax expense and zakat 136,297        58,961          
Adjustments for:
Net (gain)/loss from disposal of:

 - Financial investments available-for-sale (6,100)           (672)              
 - Property, plant and equipment 27                 16                 

Depreciation of property, plant and equipment 3,447            2,005            
Impairment allowance on financing and advances 56,054          40,268          
Unrealised losses on revaluation of derivatives 41                 865               
Operating profit before changes in working capital 189,766        101,443        

(Increase)/Decrease in Operating Assets:
Financing and advances (2,523,286)    (1,146,677)    
Derivative financial assets 5,548            7,858            
Other assets 39,839          (48,842)         
Statutory deposits with Bank Negara Malaysia (56,300)         (55,100)         

Increase/(Decrease) in Operating Liabilities:
Deposits from customers 2,195,746     32,746          
Deposits and placements of banks and other financial institutions 861,246        1,087,231     
Bills and acceptances payable (1,116)           (21,755)         
Derivative financial liabilities (5,507)           (7,887)           
Other liabilities (7,374)           5,781            
CASH GENERATED FROM/(USED IN) OPERATIONS 698,562        (45,202)         
Income tax and zakat paid (26,357)         (13,802)         

NET CASH GENERATED FROM/(USED IN) OPERATING ACTIVITIES 672,205        (59,004)         

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of financial investments available-for-sale 2,873,252     4,272,114     
Acquisition of financial investments available-for-sale (2,632,407)    (4,688,208)    
Proceeds from disposal of property, plant and equipment 1,059            4                   
Acquisition of property, plant and equipment (4,566)           (3,958)           
NET CASH GENERATED FROM/(USED IN) INVESTING ACTIVITIES 237,338        (420,048)       

CASH FLOWS FROM FINANCING ACTIVITY
Proceeds from issuance of ordinary shares 30,000          90,000          
NET CASH GENERATED FROM FINANCING ACTIVITY 30,000          90,000          

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 939,543        (389,052)       

CASH AND CASH EQUIVALENTS AT 1 JANUARY 23,687          412,739        

CASH AND CASH EQUIVALENTS AT 31 DECEMBER 3 963,230        23,687          

The accompanying notes form an integral part of the financial statements.
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013

1. GENERAL INFORMATION

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of preparation of the financial statements

MFRS 3 Business Combinations (IFRS 3 Business Combinations issued by IASB in March 2004)
MFRS 10 Consolidated Financial Statements
MFRS 11 Joint Arrangements
MFRS 12 Disclosure of Interest in Other Entities
MFRS 13 Fair Value Measurement
MFRS 119 Employee Benefits (IAS 19 as amended by IASB in June 2011)
MFRS 127 Separate Financial Statements (IAS 27 as amended by IASB in May 2011)
MFRS 127

MFRS 128 Investments in Associates and Joint Ventures (IAS 28 as amended by IASB in May 2011)
Amendments to MFRS 1, First-time Adoption of Malaysian Financial Reporting Standards - Government

 Loans
Amendments to MFRS 7, Financial Instruments: Disclosure - Offsetting Financial Assets and Financial
   Liabilities
Amendments to MFRS 1, MFRS 101, MFRS 116, MFRS 132 and MFRS 134 contained in the documents 

entitled "Annual Improvements 2009 - 2011 Cycle"
Amendments to MFRS 10, MFRS 11 and MFRS 12, Consolidated Financial Statements, Joint  

Arrangements and Disclosure of Interests in Other Entities: Transition Guidance

Consolidated and Separate Financial Statements (IAS 27 as amended by IASB in
December 2003)

The Bank is a licensed Islamic Bank principally engaged in Islamic Banking and related financial 
services. There were no significant changes in these activities during the financial year. 
 
The immediate and ultimate holding company of the Bank is OCBC Bank (Malaysia) Berhad ("OCBC 
Malaysia"), incorporated in Malaysia and Oversea-Chinese Banking Corporation Limited ("OCBC 
Bank"), incorporated in Singapore, respectively. 
 
The Bank is a limited liability company, incorporated and domiciled in Malaysia. 
 
The address of the registered office of the Bank is 19th Floor, Menara OCBC, 18 Jalan Tun Perak, 
50050 Kuala Lumpur, and the address of the principal place of business is 25th Floor, Wisma Lee 
Rubber, 1, Jalan Melaka, 50100, Kuala Lumpur. 

The accounting policies set out below have been applied consistently to the periods presented in these 
financial statements, unless otherwise stated. 

The financial statements of the Bank for the financial year ended 31 December 2013 have been 
prepared under the historical cost convention (except as disclosed in the notes to the financial 
statements), in accordance with the Malaysian Financial Reporting Standards ("MFRSs"), International 
Financial Reporting Standards ("IFRSs") and the requirements of the Companies Act, 1965 in Malaysia 
and Shariah requirements.  
 
The financial statements are presented in Ringgit Malaysia ("RM"), which is the Bank's functional 
currency. All financial information presented in RM have been rounded to the nearest thousand, unless 
otherwise stated. 
 
The accounting policies applied by the Bank in the annual financial statements are consistent with 
those applied in the previous year, except for the adoption of the following MFRSs and Amendments to 
MFRSs that have been adopted during the current year: 
 

IC Interpretation 20, Stripping Costs in the Production Phase of a Surface Mine is not applicable to the 
Bank as it is not relevant to the business of the Bank. 
 
The adoption of the above MFRSs, Issue Committee ("IC") Interpretation and Amendments to MFRSs 
did not have any impact on the financial statements as they mainly help to clarify the requirements of 
or provide further explanations to existing MFRSs. 
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013 (continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

A. Basis of preparation of the financial statements (continued)

Amendments to MFRS 10, Consolidated Financial Statements: Investment Entities 
Amendments to MFRS 12, Disclosure of Interests in Other Entities: Investment Entities
Amendments to MFRS 127, Separate Financial Statements (2011): Investment Entities
Amendments to MFRS 132, Financial Instruments: Presentation - Offsetting Financial Assets and

Financial Liabilities
Amendments to MFRS 136, Impairment of Assets, Recoverable Amount Disclosures for Non-Financial

Assets
Amendments to MFRS 139, Financial Instruments: Recognition and Measurement, Novation of

Derivatives and Continuation of Hedge Accounting
IC Interpretation 21 Levies

Amendments to MFRS 1, MFRS 3, MFRS 13 and MFRS 140 contained in the documents entitled
"Annual Improvements 2011 - 2013 Cycle"

Amendments to MFRS 2, MFRS 3, MFRS 8, MFRS13, MFRS 116, MFRS 124 and MFRS 138 contained
in the documents entitled "Annual improvements 2010 - 2012 Cycle"

Amendments to MFRS 119, Employee Benefits - Defined Benefit Plans: Employee Contributions

MFRS 9 Financial Instruments (IFRS 9 issued by IASB in November 2009)
MFRS 9 Financial Instruments (IFRS 9 issued by IASB in October 2010)
MFRS 9 Financial Instruments - Hedge Accounting and Amendments to MFRS 9, MFRS 7

and MFRS 139
Amendments to MFRS 7, Financial Instruments: Disclosures - Mandatory Effective Date of MFRS 9 and

Transition Disclosures

B. Financial Instruments

Effective for annual periods commencing on or after 1 January 2014

Effective for annual periods commencing on a date yet to be confirmed

Effective for annual periods commencing on or after 1 July 2014

MFRS 9, Financial Instruments 
 
MFRS 9 replaces the guidance in MFRS 139, Financial Instruments: Recognition and Measurement on 
the classification and measurement of financial assets and financial liabilities, and on hedge 
accounting.   
 
The Bank is currently assessing the financial impact that may arise from the adoption of MFRS 9. 

(i)   Initial recognition and measurement 

A financial instrument is recognised in the statement of financial position when, and only when, the 
Bank becomes a party to the contractual provisions of the instrument. 
 
A financial instrument is recognised initially, at its fair value plus, in the case of a financial 
instrument not at fair value through profit or loss, transaction costs that are directly attributable to 
the acquisition or issue of the financial instrument. 

The initial application of the above MFRSs and Amendments to MFRSs is not expected to have any 
material impact to the financial statements upon their first time adoption except for those discussed 
below. 

The Bank has not applied the following MFRSs, Amendments to MFRSs and IC Interpretations that 
have been issued by the Malaysian Accounting Standards Board ("MASB") as they are not yet 
effective.  

IC Interpretation 21 Levies is not applicable to the Bank as it is not relevant to the business of the 
Bank. 
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013 (continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B. Financial Instruments (continued)

       The Bank categorises financial instruments as follows:

       Financial assets

      (a)  Financial assets held at fair value through profit or loss  

Fair value through profit or loss category has two sub-categories: financial assets that are 
held-for-trading, including derivatives (except for a derivative that is a designated and effective 
hedging instrument) and financial assets that are specifically designated into this category 
upon initial recognition. 
 
Derivative assets that are linked to and must be settled by delivery of unquoted equity 
instruments whose fair values cannot be reliably measured are measured at cost. 
 
Other financial assets categorised as fair value through profit or loss are subsequently 
measured at their fair values with the gain or loss recognised as net trading income in profit or 
loss. Contractual finance income on financial instruments held at fair value through profit or 
loss is recognised as finance income in profit or loss. 

As at the end of the reporting period, financial assets at fair value through profit or loss of the 
Bank are trading derivatives. There are no financial assets that are specifically designated into 
this category upon initial recognition.  

(b)  Held-to-maturity investments  

Held-to-maturity investments are non-derivative financial assets with fixed or determinable 
payments i.e. debt instruments that are quoted in an active market and the Bank has the 
positive intention and ability to hold to maturity.  
 
Financial assets categorised as held-to-maturity investments are subsequently measured at 
amortised cost using the effective profit rate method less allowance for impairment loss. 
 
As at the end of the reporting period, there are no financial assets of the Bank that are 
categorised as held-to-maturity investments. 

(c)  Financing and receivables 

Financing and receivables are non-derivative financial assets with fixed or determinable 
payments i.e. debt instruments that are not quoted in an active market, deposits and 
placements with banks and other financial institutions, financing and advances and cash and 
cash equivalents. 
 
 

(ii)   Financial instrument categories and subsequent measurement 

(i)   Initial recognition and measurement (continued) 

An embedded derivative is recognised separately from the host contract and accounted for as a 
derivative if, and only if, it is not closely related to the economic characteristics and risks of the 
host contract and the host contract is not categorised at fair value through profit or loss. The host 
contract, in the event an embedded derivative is recognised separately, is accounted for in 
accordance with policy applicable to the nature of the host contract.  
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013 (continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B. Financial Instruments (continued)

       Financial assets (continued)

(iii)   Financial guarantee contracts

Financial investments available-for-sale are non-derivative financial assets, comprising 
investment in equity and debt securities instruments, that are not held for trading and are 
acquired/held for yield or capital growth or to meet minimum liquid assets requirement 
pursuant to BNM's New Liquidity Framework and are usually held for an indefinite period of 
time, which may be sold in response to liquidity requirements or changes in market 
conditions. 
    Investments in equity instruments that do not have a quoted market price in an active market 
and whose fair value cannot be reliably measured are measured at cost. Financial 
investments categorised as available-for-sale are subsequently measured at their fair values 
with the gain or loss recognised in other comprehensive income, except for impairment 
losses, foreign exchange gains and losses arising from monetary items and gains and losses 
of hedged items attributable to hedge risks of fair value hedges which are recognised in profit 
or loss.  On derecognition, the cumulative gain or loss recognised in other comprehensive 
income is reclassified from equity into profit or loss. Finance income on debt instruments are 
calculated using the effective profit rate method and recognised in profit or loss. 
 
 
 
 

Financial liabilities 
 
All financial liabilities, except for derivative liabilities (other than a derivative that is a financial 
guarantee contract or a designated and effective hedging instrument) are subsequently 
measured at amortised cost using the effective profit rate method. 
 
Derivative liabilities that are linked to and must be settled by delivery of unquoted equity 
instruments whose fair values cannot be reliably measured are measured at cost. 
 
The Bank does not have any non-derivative financial liabilities designated at fair value through 
profit or loss. 
 
  

In the ordinary course of business, the Bank gives financial guarantees, consisting of letters of 
credit, guarantees and acceptances. A financial guarantee contract is a contract that requires the 
issuer to make specified payments to reimburse the holder for a loss it incurs because a 
specified debtor fails to make payment when due in accordance with the original or modified 
terms of a debt instrument. 
 

All financial assets, except for those measured at fair value through profit or loss, are subject 
to review for impairment (See Note 2(F)). 

       (d)  Financial investments available-for-sale 
 

(ii)   Financial instrument categories and subsequent measurement (continued) 

(c)  Financing and receivables (continued) 

Financial assets categorised as financing and receivables are subsequently measured at 
amortised cost using the effective profit rate method. Amortised cost is calculated by taking 
into account any discount or premium on acquisition and fees and costs that are an integral 
part of the effective profit rate. The amortised cost of a financial asset is the amount at which 
the financial asset is measured at initial recognition, minus principal repayments, plus or 
minus the cumulative amortisation using the effective profit rate method of any difference 
between the initial amount recognised and the maturity amount, minus any reduction for 
impairment. Finance income is recognised in profit or loss using the effective profit rate 
method. 
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013 (continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B. Financial Instruments (continued)

(iii)   Financial guarantee contracts (continued)

(iv)   Regular way purchase or sale of financial assets

       (a)

       (b)

(v)   Derivatives

(vi)  Derecognition

terms of a debt instrument. 
 
 

A regular way purchase or sale is a purchase or sale of a financial asset under a contract whose 
terms require the delivery of the assets within the time frame established generally by regulation 
or convention in the marketplace concerned. 
 
A regular way purchase or sale of financial assets is recognised and derecognised, as applicable, 
using settlement date accounting. Settlement date accounting refers to: 
  

derecognition of an asset that is sold, recognition of any gain or loss on disposal on the 
settlement date.  

Derivatives are categorised as trading unless they are designated as hedging instruments. 
Financial derivatives include forward contracts for the purchase and sale of foreign currencies, 
profit rate and currency swaps, financial futures and option contracts. These instruments allow the 
Bank and its customers to transfer, modify or reduce their foreign exchange and profit rate risks.   
 
All derivative financial instruments are recognised at inception on the statement of financial 
position (including transaction costs), which are normally zero or negligible at inception, and 
subsequent changes in fair value as a result of fluctuation in market profit rates or foreign 
exchange rates are recorded as assets when fair value is positive and as liabilities when fair value 
is negative.  
 
 
 
Where derivatives are embedded in the host contract (e.g. structured investments), the embedded 
derivatives are required to be separated and accounted as a derivative if the economic risks and 
characteristics of the embedded derivatives are not closely related to the economic risks and 
characteristics of the host contract. Separate accounting is not required if the combined instrument 
is fair valued with changes in fair value recognised in profit or loss. 
 
When the Bank enters into derivatives for trading purposes, realised and unrealised gains and 
losses are recognised in trading income. Observable market data are used to determine the fair 
values of derivatives held-for-trading. Valuations are either based on quoted price or valuation 
technique. Where mid prices are used, a bid-offer spread adjustment will be made to ensure that 
all long positions are marked to bid prices and short positions to offer prices. 
     

A financial asset or part of it is derecognised when, and only when the contractual rights to the 
cash flows from the financial asset expire or the financial asset is transferred to another party 
without retaining control or substantially transfers all risks and rewards of the asset. On 
derecognition of a financial assets, the difference between the carrying amount and the sum of 
the consideration received (including any new asset obtained less any new liability assumed) and 
any cumulative gain or loss that had been recognised in equity is recognised in profit or loss.  
 
 

the recognition of an asset to be received and liability to pay for it on the settlement date; and 

Financial guarantee contracts are classified as deferred income and are amortised to profit or loss 
using the straight-line method over the contractual period or, when there is no specified 
contractual period, recognised in profit or loss upon discharge of the guarantee. When settlement 
of a financial guarantee contract becomes probable, an estimate of the obligation is made. If the 
carrying value of the financial guarantee contract is lower than the obligation, the carrying value is 
adjusted to the obligation amount and accounted for as a provision. 
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Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013 (continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B. Financial Instruments (continued)

(vi)  Derecognition (continued)

(vii) Offsetting

C. Property, plant and equipment

(i)    Recognition and measurement

(ii)   Subsequent costs

(iii)  Depreciation

Financial assets and liabilities are offset and the net amount presented in the statement of 
financial position when there is a legally enforceable right to offset the amounts and the intention 
to settle on a net basis or realise the asset and settle the liability simultaneously. Income and 
expense are presented on a net basis only when permitted by the accounting standards. 
 
 
 

Property, plant and equipment are stated at cost less any accumulated depreciation and any 
impairment losses. 
 
Costs include expenditures that are directly attributable to the acquisition of the asset and any 
other costs directly attributable to bringing the asset to working condition for its intended use, and 
the costs of dismantling and removing the items and restoring the site on which they are located. 
Purchased software that is integral to the functionality of the related equipment is capitalised as 
part of that equipment. 
 
 When significant parts of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment and 
depreciated separately. 
 
Gain and loss on disposal of an item of property, plant and equipment is determined by 
comparing the proceeds from disposal with the carrying amount of property, plant and equipment 
and is recognised net within "other operating income" and "operating expenses" respectively in 
profit or loss. 
 
 
 

Subsequent expenditure relating to property, plant and equipment is added to the carrying 
amount of the asset when it is probable that the future economic benefits, in excess of the 
standard performance of the asset before the expenditure was made, will flow to the Bank and 
the cost can be reliably measured. The costs of the day-to-day servicing of property, plant and 
equipment are recognised in profit or loss as incurred. 
 
 
 

Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other 
amount substituted for cost, less its residual value. 
 
Depreciation of other property, plant and equipment is calculated to write off the cost of the 
property, plant and equipment on a straight line basis over the expected useful life of the assets 
concerned.  
 

A financial liability or part of it is derecognised when, and only when, the obligation specified in the 
contract is discharged or cancelled or expires. On derecognition of a financial liability, the 
difference between the carrying amount of the financial liability extinguished or transferred to 
another party and the consideration paid, including any non-cash assets transferred or liabilities 
assumed, is recognised in profit or loss. 
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013 (continued)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

I. Employee Benefits (continued)

(iii)  Share-based payment transactions (continued)

      (b) OCBC Share Option Scheme 2001

      (c) OCBC Employee Share Purchase Plan

 

J. Provisions 

Provisions are recognised when all of the following conditions have been met:

(a) the Bank has a present legal or constructive obligation as a result of past events;
(b) it is probable that an outflow of resources will be required to settle the obligation; and
(c) a reliable estimate of the amount can be made.

(i)   Contingent liabilities

(ii)   Contingent assets

date and will lapse when the staff ceases employment during the vesting period.  

Equity instruments granted are recognised as expense in profit or loss based on the fair value of 
the equity instrument at the date of the grant. The expense is recognised over the vesting period 
of the grant, with corresponding entries to the equity. At each reporting date, the Group revises 
the estimates of the number of equity instruments expected to be vested, and the impact of the 
change to the original estimates, if any, is recognised in profit or loss over the remaining vesting 
period, with recognition of a corresponding liability payable to the ultimate holding company of 
the Bank.  
 
Further details of the equity compensation benefits are disclosed in the financial statements of 
the immediate holding company.  
 

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects 
current market assessments of the time value of money and the risks specific to the liability. The 
unwinding of the discount is recognised as finance cost.  

Where it is not probable that an outflow of economic benefits will be required, or the amount 
cannot be estimated reliably, the obligation is disclosed as contingent liability, unless the 
probability of outflow of economic benefits is remote. Possible obligations, whose existence will 
only be confirmed by the occurrence or non-occurrence of one or more future events are also 
disclosed as contingent liabilities unless the probability of outflow of economic benefits is remote. 

A contingent asset is a possible asset that arises from past events whose existence will be 
confirmed by the occurrence or non-occurrence of one or more uncertain future events beyond 
the control of the Bank. The Bank does not recognise contingent assets but discloses its 
existence where inflows of economic benefits are probable, but not virtually certain. 

Under the OCBC Share Option Scheme 2001, shares of the ultimate holding company of the 
Bank are offered to executives of the rank of Manager and above, including Executive 
Directors and Non-Executive Directors. Options granted are exercisable for a period 
commencing after the 1st anniversary of the respective dates of grant and expiring on the 
10th anniversary of the respective dates of grant except for options granted to Non-Executive 
Directors which are exercisable up to 5 years. One-third of the share options granted will vest 
each financial year after the 1st anniversary of the respective dates of grant and are fully 
vested after the 3rd anniversary. 

The Employee Share Purchase Plan ("ESP Plan") is a savings-based share ownership plan 
that allows eligible employees to participate in shares of the ultimate holding company of the 
Bank by making monthly contributions to the ESP Plan Account and interest accrued at a 
preferential rate determined by the Remuneration Committee. The Committee will fix the 
offering period and acquisition price for the new ordinary shares to be issued under the ESP 
Plan.  
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

K. Revenue and expenses

(i)   Finance income and expenses

(ii)   Net trading income

(iii)  Fees and commission income

(iv)   Other income

(v)   Dividend income

L. Foreign currency transactions 

existence where inflows of economic benefits are probable, but not virtually certain. 

Finance income and expenses are recognised in profit or loss using the effective profit rate 
method.  
 
The effective profit rate method is a method of calculating the amortised cost of a financial asset, 
profit-bearing financial investments available-for-sale or a financial liability and of allocating the 
finance income or finance expense over the relevant period. The effective profit rate is the rate that 
discounts estimated future cash payments and receipts through the expected life of the financial 
instrument or when appropriate, a shorter period, to the net carrying amount of the financial asset 
or financial liability. When calculating the effective profit rate, the Bank estimates cash flows 
considering all contractual terms of the financial instruments but does not consider future credit 
losses. The calculation includes all fees paid or received between parties to the contract that are 
an integral part of the effective profit rate, transaction costs and all other premiums or discounts. 
 
Once a financial asset or group of similar financial assets has been written down as a result of an 
impairment loss, finance income is recognised using the profit rates used to discount the future 
cash flows for the purpose of measuring the impairment loss. 
 
 
 
 

Processing fees from financing and commissions are recognised on an accrual basis when all 
conditions precedent are fulfilled. 
 
Commitment fees and guarantee fees which are material are recognised as income based on time 
apportionment. 
 
 
 
 
 
 
 

Pursuant to BNM Guidelines on Late Payment Charges for Islamic Banking Institutions, the Bank 
recognises all late penalty income as 'Non Finance Income' in profit or loss.  

Dividends are recognised in profit or loss on the date that the Bank's right to receive payment is 
established, which in the case of quoted securities is the ex-dividend date.  

Transactions in foreign currencies are translated to Ringgit Malaysia (RM), which is the functional 
currency of the Bank at exchange rates at the dates of the transactions.   
 
Monetary assets and liabilities denominated in foreign currencies at the reporting period are 
retranslated to the functional currency at the exchange rate at that date.  
 
Non-monetary assets and liabilities denominated in foreign currencies are not retranslated at the end 
of the reporting date, except for those that are measured at fair value, which are retranslated to the 
functional currency at the exchange rate at the date that the fair value was determined.  
 
Foreign currency differences arising on retranslation are recognised in profit or loss, except for 
differences arising on the retranslation of financial investments available-for-sale or equity instruments 
or a financial instrument designated as a hedge of currency risk, which are recognised in other 
comprehensive income. 
 

Net trading income arising from trading activities includes all gains and losses from changes in fair 
value for financial assets, trading derivatives, gains and losses on foreign exchange trading and 
other transactions are also reported under "other trading income". 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

M. Income tax

(i)

(ii)

N. Zakat contribution

O. Earnings per ordinary share

P. Restricted profit sharing investment accounts ("RPSIA")

Q. Profit Equalisation Reserve

comprehensive income. 
 

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or 
loss except to the extent that it relates to items recognised directly in equity or other comprehensive 
income. 
 
 

Current tax is the expected tax payable on the taxable income for the year, using tax rates 
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in 
respect of previous financial years. 

Current tax 

Deferred tax 

Deferred tax is recognised using the liability method, providing for temporary differences between 
the carrying amounts of assets and liabilities in the statement of financial position and their tax 
bases. Deferred tax is not recognised for the initial recognition of assets or liabilities in a 
transaction that is not a business combination and that affects neither accounting nor taxable 
profit or loss. Deferred tax is measured at the tax rates that are expected to be applied to the 
temporary differences when they reverse, based on the laws that have been enacted or 
substantively enacted by the end of the reporting period. 
 
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset, under 
the same taxable entity and tax authority. 
 
A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be 
available against which temporary difference can be utilised. Deferred tax assets are reviewed at 
each reporting date and are reduced to the extent that it is no longer probable that the related tax 
benefit will be realised. 

Zakat represents business zakat payable by the Bank to comply with the principles of Shariah and as 
approved by the Shariah Supervisory Council. The Bank only pays zakat on its business and does not 
pay zakat on behalf of depositors or shareholders.  

Basic earnings per ordinary share is calculated by dividing the profit or loss attributable to ordinary 
shareholders of the Bank by the weighted average number of ordinary shares outstanding during the 
period. 

These deposits are used to fund specific financing and follow the principle of Mudharabah which states 
that profits will be shared with the Bank as mudarib and losses borne by depositors. 

In managing the Bank's Displaced Commercial Risk, the Bank uses two techniques prescribed in BNM 
Guidelines on Profit Equalisation Reserve that require either foregoing the Bank's share of the profit or 
transferring from its retained earnings to the investment account holder. 
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3. CASH AND CASH EQUIVALENTS

2013 2012
RM'000 RM'000

Cash and balances with banks and other financial 
     institutions 55,580               23,687               
Money at call and deposit placements with financial 
     institutions maturing within one month 907,650             -                         

963,230             23,687               
(i)  By geographical distribution

     Malaysia 928,372             19,667               
     Singapore 4,738                 1,106                 
     Other ASEAN 956                    293                    
     Rest of the world 29,164               2,621                 

963,230             23,687               

     The analysis by geography is determined based on where the credit risk resides.

(ii)  By residual contractual maturity

     Maturity within one month 963,230             23,687               

4. FINANCIAL INVESTMENTS AVAILABLE-FOR-SALE 

2013 2012
RM'000 RM'000

At fair value
Malaysian Government Investment Issues 1,250,238          1,559,531          
Malaysian Government Debt Securities 115,819             112,078             
Foreign Government Debt Securities 49,638               49,643               
Bank Negara Malaysia Monetary Notes -                         49,824               
Islamic Private Debt Securities 407,114             375,311             
Islamic Negotiable Instruments of Deposit 173,985             163,893             
Sanadat Mudharabah Cagamas 64,969               4,997                 

2,061,763          2,315,277          
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5. FINANCING AND ADVANCES
2013 2012

RM'000 RM'000

At amortised cost
Term financing:
    - House financing 675,699             220,494             
    - Syndicated term financing -                         40,006               
    - Hire purchase receivables 825,039             653,077             
    - Other term financing 4,231,027          2,744,560          
Bills receivable 42,332               51,823               
Trust receipts 10,557               -                         
Revolving credit 1,629,669          915,648             
Claims on customers under acceptance credits 191,210             226,072             
Other financing 23,735               8,011                 
Less: Unearned income (761,317)            (490,445)            
Gross financing and advances 6,867,951          4,369,246          
Allowance for financing and advances
    - Individual impairment (44,846)              (32,333)              
    - Collective impairment (60,151)              (41,191)              
Net financing and advances 6,762,954          4,295,722          

2013 2012
(i) By concept RM'000 RM'000

Ijarah Thumma Al Bai 632,403             581,420             
Bai' Bithaman Ajil 451,365             979,064             
Bai' Inah 1,626,760          840,177             
Murabahah 1,800,696          621,637             
Ijarah Muntahiah Bi Al-Tamlik 1,986,879          976,952             
Musharakah 283,605             259,301             
Ijarah 3,997                 -                         
Other principles 82,246               110,695             

6,867,951          4,369,246          

(ii) By type of customer

Domestic banking institutions 30,589               -                         
Domestic non-bank financial institutions
     - Others 130,208             -                         
Domestic business enterprises
     - Small medium enterprises 2,261,736          1,102,112          
     - Others 3,052,939          2,296,061          
Individuals 1,352,278          935,176             
Foreign entities 40,201               35,897               

6,867,951          4,369,246          

Included in financing and advances are specific business ventures funded by the Restricted 
Profit Sharing Investment Accounts ("RPSIA"), arrangements between the Bank and its parent 
bank, OCBC Malaysia. The parent bank, being the RPSIA depositor, is exposed to risks and 
rewards of the business venture and will account for all the individual impairment allowance 
arising thereon whereas the collective impairment allowance is borne by the Bank. 

As at 31 December 2013, the gross exposure relating to RPSIA financing is RM649 million 
(2012: RM318 million) and the collective impairment relating to this RPSIA of RM5.7 million 
(2012: RM3.0 million) is recognised in profit or loss. 
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5. FINANCING AND ADVANCES (continued)

2013 2012
(iii) By profit rate sensitivity RM'000 RM'000

Fixed rate
     - House financing 34,643               29,695               
     - Hire purchase receivables 632,403             581,420             
     - Other fixed rate financing 2,279,353          1,576,156          
Variable rate
     - BFR plus 924,681             313,986             
     - Cost plus 2,996,871          1,867,989          

6,867,951          4,369,246          

(iv) By sector

Agriculture 216,921             291,934             
Mining and quarrying 178,872             205,707             
Manufacturing 1,309,598          983,050             
Electricity, gas and water 71,540               71,723               
Construction 215,064             128,037             
Real estate 1,475,133          890,045             
Wholesale & retail trade and restaurants & hotels 1,050,877          421,720             
Transport, storage and communication 234,930             148,964             
Finance, insurance and business services 399,239             117,086             
Community, social and personal services 262,370             110,647             
Household
     - Purchase of residential properties 678,393             217,189             
     - Purchase of non-residential properties 31,380               12,577               
     - Others 682,706             711,234             
Others 60,928               59,333               

6,867,951          4,369,246          

(v) By geographical distribution

Malaysia 6,045,469          3,959,786          
Singapore 5,337                 1,451                 
Other ASEAN -                         30,184               
Rest of the world 817,145             377,825             

6,867,951          4,369,246          

The analysis by geography is determined based on where the credit risk resides.

(vi) By residual contractual maturity

Within one year 2,077,386          1,338,966          
One year to five years 2,656,952          1,572,074          
Over five years 2,133,613          1,458,206          

6,867,951          4,369,246          
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6. IMPAIRED FINANCING AND ADVANCES

(a) Movements in impaired financing and advances 
2013 2012

RM'000 RM'000

Balance at 1 January 54,938               47,484               
Impaired during the year 170,811             76,755               
Reclassified as unimpaired (18,322)              (13,021)              
Amount recovered (66,671)              (19,807)              
Amount written off (33,397)              (36,473)              
Balance at 31 December 107,359             54,938               
Individual impairment allowance (44,846)              (32,333)              
Collective impairment allowance (551)                   (215)                   
Net impaired financing and advances 61,962               22,390               

(i) By sector 

Agriculture 524                    597                    
Manufacturing 54,932               16,466               
Construction 1,949                 3,160                 
Real estate 1,340                 -                         
Wholesale & retail trade and restaurants & hotels 14,474               9,521                 
Transport, storage and communication 2,269                 1,266                 
Finance, insurance and business services 2,814                 2,456                 
Community, social and personal services 1,350                 673                    
Household
     - Purchase of residential properties 2,289                 3,152                 
     - Purchase of non-residential properties 74                      -                         
     - Others 24,694               17,405               
Others 650                    242                    

107,359             54,938               

(ii) By geographical distribution 

Malaysia 107,359             54,938               

The analysis by geography is determined based on where the credit risk resides.

(iii) By period overdue

Less than 3 months 63,245               11,362               
3 months to less than 6 months 20,701               22,607               
6 months to less than 9 months 3,297                 1,768                 
Over 9 months 20,116               19,201               

107,359             54,938               

(iv) By collateral type

Property 8,987                 9,434                 
Fixed deposits 143                    -                         
Machinery 6,441                 1,491                 
Secured - others 7,793                 7,988                 
Unsecured - corporate and other guarantees 3,210                 14,401               
Unsecured - clean 80,785               21,624               

107,359             54,938               
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6. IMPAIRED FINANCING AND ADVANCES (continued)

(b) Movements in allowance for impaired financing and advances

2013 2012
RM'000 RM'000

Individual impairment allowance 
Balance at 1 January 32,333        28,811       
Made during the year 74,672        59,244       
Amount written back (28,650)       (20,294)      
Amount written off (33,371)       (35,428)      
Financing income earned on impaired financing (138)            -                 
Balance at 31 December 44,846        32,333       

Collective impairment allowance
Balance at 1 January 41,191        31,564       
Made during the year 18,960        9,627         
Balance at 31 December 60,151        41,191       

As % of gross financing and advances less 
individual impairment allowance 0.88% 0.95%

(c) Impairment allowance by sector 
Individual

impairment Individual
Collective Individual allowance impairment

impairment impairment charged to allowance
allowance allowance profit or loss written off

2013 RM'000 RM'000 RM'000 RM'000

Agriculture 1,911          180             7                 5                
Mining and quarrying 1,577          -                  -                  -                 
Manufacturing 11,482        7,158          2,245          1,007         
Electricity, gas and water 631             -                  -                  -                 
Construction 1,889          773             909             243            
Real estate 13,001        394             411             -                 
Wholesale & retail trade and restaurants 
     & hotels 9,193          8,085          6,894          2,547         
Transport, storage and communication 2,060          1,304          995             9                
Finance, insurance and business services 3,509          1,181          1,437          500            
Community, social and personal services 2,307          689             672             97              

Household
     - Purchase of residential properties 5,975          643             234             161            
     - Purchase of non- residential 
          properties 277                               - -                  -                 
     - Others 5,803          24,389        60,798        28,557       
Others 536             50               70               245            

60,151        44,846        74,672        33,371       
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6. IMPAIRED FINANCING AND ADVANCES (continued)

(c)
Individual

impairment Individual
Collective Individual allowance impairment

impairment impairment charged to allowance
allowance allowance profit or loss written off

2012 RM'000 RM'000 RM'000 RM'000

Agriculture 2,771      184             145             86            
Mining and quarrying 1,954      -                  -                 -               
Manufacturing 9,275      6,522          5,780          9,214       
Electricity, gas and water 681         -                  -                 -               
Construction 1,206      1,065          336             33            
Real estate 8,453      -                  1                 1              
Wholesale & retail trade and restaurants 
   & hotels 3,961      4,708          3,397          133          
Transport, storage and communication 1,408      701             778             -               
Finance, insurance and business services 1,107      551             385             220          
Community, social and personal services 1,049      165             144             13            
Household

     - Purchase of residential properties 2,055      789             622             168          
     - Purchase of non- residential properties 119                            - -                 -               
     - Others 6,590      17,405        47,413        25,560     

562         243             243             -               
41,191    32,333        59,244        35,428     

(d) Impairment allowances by geographical distribution
2013 2012

RM'000 RM'000
Individual impairment allowance
Malaysia 44,846        32,333     

Collective impairment allowance
Malaysia 52,900        37,302     
Singapore 47               14            
Other ASEAN -                 287          
Rest of the World 7,204          3,588       

60,151        41,191     

7.

 Contract or  Contract or 
 underlying  underlying 

 principal  principal 
 amount Assets Liabilities  amount Assets Liabilities
 RM'000 RM'000 RM'000  RM'000 RM'000 RM'000

Trading
Foreign exchange derivatives

- Forward 10,358         16      36           611,834      3,741          3,693       
- Swaps 815              28      -              1,354,131   1,851          1,850       

11,173         44      36           1,965,965   5,592          5,543       

Impairment allowance by sector (continued)

Fair value

DERIVATIVE FINANCIAL ASSETS AND LIABILITIES

Others

Fair value

 2013 2012
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8. OTHER ASSETS
2013 2012

RM'000 RM'000

Profit receivable 18,417              20,056 
Other receivables, deposits and prepayments 1,160                  1,968 
Shared services fee receivable from holding company (Note 26) 372                        139 
Amount due from holding company (Note 26) 34,767        72,433     

54,716        94,596     
The amount due from holding company is unsecured, profit-free and repayable on demand.

9. STATUTORY DEPOSITS WITH BANK NEGARA MALAYSIA

10. PROPERTY, PLANT AND EQUIPMENT
Office

equipment Computer
and furniture equipment Renovation Total

2013 RM'000 RM'000 RM'000 RM'000

Cost
At 1 January 4,231      6,529          6,167          16,927     
Additions/transfer from holding company 309         7,510          1,086          8,905       
Disposals/Written off/transfer to holding company (416)        (408)            (716)           (1,540)      
Reclassification 277         -                  (277)           -               
At 31 December 4,401      13,631        6,260          24,292     

Accumulated depreciation
At 1 January 1,359      3,604          3,939          8,902       
Transfer from holding company 2             4,337          -                 4,339       
Depreciation charge for the year 442         2,521          484             3,447       
Disposals/Written off/transfer to holding company (191)        (207)            (47)             (445)         
At 31 December 1,612      10,255        4,376          16,243     

Carrying amount as at 31 December 2,789      3,376          1,884          8,049       

2012

Cost
At 1 January 3,531      4,554          4,924          13,009     
Additions 725         1,990          1,243          3,958       
Disposals/Written off/transfer to holding company (25)          (15)              -                 (40)           
At 31 December 4,231      6,529          6,167          16,927     

Accumulated depreciation
At 1 January 974         2,425          3,518          6,917       
Depreciation charge for the year 393         1,191          421             2,005       
Disposals/Written off/transfer to holding company (8)            (12)              -                 (20)           
At 31 December 1,359      3,604          3,939          8,902       

Carrying amount as at 31 December 2,872      2,925          2,228          8,025       

The non-interest bearing statutory deposits are maintained with Bank Negara Malaysia in compliance with 
Section 37(1)(c) of the Central Bank of Malaysia Act, 1958 (Revised - 1994), the amounts of which are 
determined as set percentages of total eligible liabilities. 
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11. DEFERRED TAX ASSETS

2013 2012 2013 2012 2013 2012
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

Excess of capital allowance 
   over depreciation -           -            (1,150)    (1,017)            (1,150)              (1,017)          
Collective impairment allowance
   on financing and advances -           2,406    -             -                     -                       2,406           
Change in fair value of financial
   instruments 1,803   (2,889)  -             -                     1,803               (2,889)          
Other temporary differences 1,793   2,935    -             -                     1,793               2,935           

Net tax assets/(liabilities) 3,596   2,452    (1,150)    (1,017)            2,446               1,435           

Recognised in Recognised
statement of in other

At profit or loss comprehensive At
1 January (Note 27) income 31 December

2013 RM'000 RM'000 RM'000 RM'000

Excess of capital allowances 
   over depreciation (1,017)    (133)               -                       (1,150)          
Collective impairment allowance
   on financing and advances 2,406     (2,406)            -                       -                   
Change in fair value of financial
   instruments (2,889)    -                     4,692               1,803           
Other temporary differences 2,935     (1,142)            -                       1,793           
Total 1,435     (3,681)            4,692               2,446           

Recognised in Recognised
statement of in other

At profit or loss comprehensive At
1 January (Note 27) income 31 December

2012 RM'000 RM'000 RM'000 RM'000

Excess of capital allowances 
   over depreciation (840)       (177)               -                       (1,017)          
Collective impairment allowance
   on financing and advances 1,706     700                 -                       2,406           
Change in fair value of financial
   instruments (1,434)    -                     (1,455)              (2,889)          
Other temporary differences 2,403     532                 -                       2,935           
Total 1,835     1,055              (1,455)              1,435           

Liabilities NetAssets

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets 
against current tax liabilities and when the deferred taxes relate to the same authority. The following amounts, 
determined after appropriate offsetting, are shown in the statement of financial position: 
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12. DEPOSITS FROM CUSTOMERS
2013 2012

(i)  By type of deposit RM'000 RM'000

Non-Mudharabah Fund
Demand deposits (Wadiah) 2,229,073         1,753,980       
Savings deposits (Wadiah) 314,132            325,877          
General investment deposits (Commodity Murabahah) 2,795,065         7,123              
Negotiable instruments of deposit (Bai' Inah) 89,527              71,001            
Structured investments (Wakalah) -                        41,126            
Wakalah short term deposits 716,976            153,646          

6,144,773         2,352,753       
Mudharabah Fund
General investment deposits 530,815            2,127,089       

6,675,588         4,479,842       

(ii) By type of customer

Government and statutory bodies 9,642                14,332            
Business enterprises 3,390,844         2,556,394       
Individuals 1,081,941         1,290,437       
Foreign entities 33,992              20,852            
Others 2,159,169         597,827          

6,675,588         4,479,842       

(iii) By maturity structure

Within six months 5,789,788         3,968,677       
Six months to one year 824,025            411,246          
One year to three years 1,876                42,469            
Three years to five years 4                       76                   
Over five years 59,895              57,374            

6,675,588         4,479,842       

13. DEPOSITS AND PLACEMENTS OF BANKS AND OTHER FINANCIAL INSTITUTIONS

2013 2012
RM'000 RM'000

Non-Mudharabah
Licensed banks 1,905,966         1,122,783       

Mudharabah Fund
Licensed banks 649,162            571,099          

2,555,128         1,693,882       

Included in the deposits and placements of banks and other financial institutions are the Restricted 
Profit Sharing Investment Accounts ("RPSIA") placed by its holding company, OCBC Malaysia 
amounting to RM649 million (2012: RM318 million) at profit rates ranging from 1.51% to 4.68% 
(2012: 1.92% to 4.31%) per annum.  
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14. SUBORDINATED BOND

15. OTHER LIABILITIES
2013 2012

RM'000 RM'000

Profit payable 36,979          42,120       
Other accruals and charges 43,668          45,178       
Shared services fee payable to holding company (Note 26) 5,409            6,141         

86,056          93,439       

16. SHARE CAPITAL
2013 2012

RM'000 RM'000
Authorised
Ordinary shares of RM1 each 500,000        500,000     

Issued and fully paid
Ordinary shares of RM1 each
    Balance at 1 January 115,000        85,000       
    Issued to holding company 10,000          30,000       
    Balance at 31 December 125,000        115,000     

17. RESERVES

On 1 December 2008, the Bank issued a RM200 million non-tradeable non-transferable redeemable 
Islamic subordinated bond due in 2021 and non-callable until 2016 under the principle of 
Mudharabah (profit sharing contract) at a projected constant rate of 5.45% per annum for the period 
from the issue date up to 23 November 2016 and a step up of 100 basis points commencing from 
24 November 2016 and ending on the date of full redemption of the subordinated bond, subject to 
the availability of profits and the investors' entitlement under the profit sharing ratio. Unless the call 
option is exercised by the Bank, the subordinated bond shall be redeemed in full by five equal and 
consecutive annual payments. The call option, subject to prior approval from Bank Negara Malaysia 
and Monetary Authority of Singapore, is redeemable in whole but not in part on 24 November 2016 
and on every Profit Payment Date thereafter. The subordinated bond was fully subscribed by its 
holding company, OCBC Malaysia. 
 
The restricted subordinated bond qualifies as Tier 2 capital for the purpose of determining the 
capital adequacy ratio of the Bank up to a maximum of 50% of total Tier 1 capital.  

Detailed breakdown of the reserves are shown in the Statement of Changes in Equity. 
 
The statutory reserve is maintained in compliance with Section 12 and 57(2)(f) of the Islamic 
Financial Services Act, 2013 and BNM Guidelines on Capital Funds for Islamic Banks and is not 
distributable as cash dividends.  
 
Fair value reserve captures the fair value adjustment on financial investments which are classified as 
available-for-sale and its corresponding effect on deferred tax. The reserve is non-distributable and 
cumulative fair value adjustments will be reversed to the statement of profit or loss upon disposal of 
the assets. 
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18. INCOME DERIVED FROM INVESTMENT OF DEPOSITORS' FUNDS AND OTHERS

2013 2012
RM'000 RM'000

Income derived from investment of:
(i) General investment deposits 147,324       145,489       
(ii) Other deposits 301,744       191,445       

449,068       336,934       

(i) Income derived from investment of general investment deposits

Finance income and hibah
Financing and advances 116,392       105,888       
Financing income earned on impaired financing 42                -                   
Financial investments available-for-sale 22,105         32,669         
Deposits and placements with banks and other financial institutions 6,826           6,551           

145,365       145,108       
Other operating income
Net gain from sale of financial investments available-for-sale 1,849           304              
Others 110              77                

147,324       145,489       

(ii) Income derived from investment of other deposits

Finance income and hibah
Financing and advances 238,153       140,580       
Financing income earned on impaired financing 87                -                   
Financial investments available-for-sale 45,416         42,943         
Deposits and placements with banks and other financial institutions 14,013         7,481           

297,669       191,004       
Other operating income
Net gain from sale of financial investments available-for-sale 3,854           332              
Others 221              109              

301,744       191,445       

19. INCOME DERIVED FROM INVESTMENT OF SHAREHOLDER'S FUNDS 

2013 2012
RM'000 RM'000

Finance income and hibah
Financing and advances 24,045         16,377         
Financing income earned on impaired financing 9                  -                   
Financial investments available-for-sale 4,595           5,012           
Deposits and placements with banks and other financial institutions 1,404           829              

30,053         22,218         
Other operating income
Net gain from sale of financial investments available-for-sale 397              36                
Others 22                12                

Other trading income
Net trading gain/(loss)

- Foreign exchange currency 567              1,699           
- Derivatives 8,890           6,808           
- Revaluation of derivatives (41)               (865)             

Fee and commission income
Commission 18,051         12,969         
Service charges and fees 16,571         10,072         

74,510         52,949         
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20. IMPAIRMENT ALLOWANCE ON FINANCING AND ADVANCES

2013 2012
RM'000 RM'000

Individual impairment allowance
- Made during the year 74,672         59,244         
- Written back (28,650)        (20,294)        

46,022         38,950         
Collective impairment allowance

- Made during the year 18,960         9,627           
Impaired financing recovered (8,928)          (8,309)          

56,054         40,268         

21. INCOME ATTRIBUTABLE TO DEPOSITORS

2013 2012
RM'000 RM'000

Deposits from customers
- Mudharabah Fund 48,785         101,131       
- Non-Mudharabah Fund 92,568         32,885         

141,353       134,016       
Deposits and placements of banks and other financial institutions

- Mudharabah Fund 12,208         13,917         
- Non-Mudharabah Fund 29,183         7,095           

41,391         21,012         

Subordinated bond 10,900         10,900         
193,644       165,928       

22. FINANCE INCOME AND EXPENSE ANALYSED BY CATEGORY OF FINANCIAL INSTRUMENTS

2013 2012
RM'000 RM'000

Finance income
Financing and advances 378,728       262,845       
Financial investments available-for-sale 72,116         80,624         
Deposits and placements with banks and other financial institutions 22,243         14,861         

473,087       358,330       

Finance expense
Liabilities at amortised cost 193,644       165,928       
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23. OPERATING EXPENSES
2013 2012

RM'000 RM'000

Personnel expenses 30,967         34,842         
Establishment expenses 8,579           6,303           
Marketing expenses 2,367           3,003           
General administrative expenses 95,670         80,578         

137,583       124,726       

The above expenditure includes the following statutory disclosures:

Directors' remuneration^ (Note 24) 1,297           1,169           
^ Excluding benefits-in-kind

(i) Personnel expenses
Wages, salaries and bonus 24,792         27,218         
Employees Provident Fund contributions 3,789           4,711           
Equity compensation benefits 165              227              
Other personnel costs 2,221           2,686           

30,967         34,842         

(ii) Establishment expenses
Rental of premises 2,775           1,776           
Depreciation of property, plant and equipment 3,447           2,005           
Repair and maintenance 431              390              
Information technology costs 9                  47                
Others 1,917           2,085           

8,579           6,303           

(iii) Marketing expenses
Transport and travelling 679              547              
Advertising and business promotion 1,577           2,382           
Others 111              74                

2,367           3,003           

(iv) General administrative expenses
Shared service fees to holding company (Note 26) 71,224         59,645         
Transaction processing fees* (Note 26) 19,744         16,807         
Auditors' remuneration

- Statutory audit 74                70                
- Other services 45                25                

Others 4,583           4,031           
95,670         80,578         

Total operating expenses 137,583       124,726       

* Transaction processing fees were incurred for transactions processed by a related company. 
 

48



Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013 (continued)

24. DIRECTORS' AND SHARIAH COMMITTEE'S REMUNERATION

2013 2012
RM'000 RM'000

Shariah Committee 183           182              

Other 
Employees accrued

Salaries & Provident employee Benefits-
bonuses Fees Fund benefits in-kind Total

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

Executive Director (CEO)
Syed Abdull Aziz
   Jailani Bin Syed 
   Kechik 852           -        136         139           5               1,132           

Non-Executive Directors
Tan Sri Dato' Nasruddin
   bin Bahari -               42     -              -                -                42                
Dato' Ooi Sang Kuang -               24     -              -                -                24                
Tan Siok Choo -               42     -              -                -                42                
Dr. Raja Lope Bin Raja
   Shahrome -               20     -              -                -                20                
Lai Teck Poh -               42     -              -                -                42                

852           170   136         139           5               1,302           

Other 
Employees accrued

Salaries & Provident employee Benefits-
bonuses Fees Fund benefits in-kind Total

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

Executive Director (CEO)
Syed Abdull Aziz
   Jailani Bin Syed 
   Kechik 768           -        123         118 5               1,014           

Non-Executive Directors
Tan Sri Dato' Nasruddin
   bin Bahari -               40     -              -                -                40                
Dato' Ooi Sang Kuang -               16     -              -                -                16                
Tan Siok Choo -               40     -              -                -                40                
Dr. Raja Lope Bin Raja
   Shahrome -               24     -              -                -                24                
Lai Teck Poh -               40     -              -                -                40                

768           160   123         118           5               1,174           

2013

2012

The remuneration of the Directors and members of Shariah Committee charged to profit or loss during 
the financial year are as follows: 
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25. ZAKAT

26. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES

Related parties of the Bank are as follows:

(a) Ultimate holding company, Oversea-Chinese Banking Corporation Limited;
(b) Holding company, OCBC Bank (Malaysia) Berhad;
(c) Other related companies within the Oversea-Chinese Banking Corporation Limited Group; and
(d)

(i)

Ultimate Other
Holding Holding Related Key

Company Company Companies Management
2013 RM'000 RM'000 RM'000 RM'000

Income
Profit income on financing and advances -              -                -                39                
Shared service fees -              2,344        -                -                   
Other fee and commission -              -                2,003        -                   

-              2,344        2,003        39                

Expenditure
Profit expense on general investment deposits -              -                8               176              
Profit expense on other deposits -              -                3,157        -                   
Profit expense on negotiable instruments of
   deposit -              2,955        -                -                   
Profit expense on deposits and placements 779         38,413      -                -                   
Profit expense on subordinated bond -              10,900      -                -                   
Shared service fees (Note 23) -              71,224      -                -                   
Transaction processing fees (Note 23) -              -                19,744      -                   
Rental expenses -              43             -                -                   
Personnel and other expenses -              -                185           -                   

779         123,535    23,094      176              

The Bank only pays zakat on its business. The Bank does not pay zakat on behalf of its depositors nor 
shareholder. 

For the purposes of these financial statements, parties are considered to be related to the Bank if the 
Bank has the ability, directly or indirectly, to control the party or exercise significant influence over the 
party in making financial and operating decisions, or vice versa where the Bank and the party are 
subject to common control or common significant influence. Related parties may be individuals or 
other entities. 

Key management (including Directors) of the Bank (including their immediate family members) 
and entities in which they have control, joint control or significant influence. 

The significant transactions and outstanding balances of the Bank with related parties are as 
follows: 
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26. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES (continued)

(i)

Ultimate Other
Holding Holding Related Key

Company Company Companies Management
RM'000 RM'000 RM'000 RM'000

Income
Profit income on financing and advances -              -                -                44                
Shared service fees -              1,487        -                -                   
Other fee and commission -              -                1,008        -                   

-              1,487        1,008        44                

Expenditure
Profit expense on general investment deposits -              -                10             173              
Profit expense on other deposits -              -                3,541        -                   
Profit expense on negotiable instruments of
   deposit -              2,421        -                -                   
Profit expense on deposits and placements 175         15,690      -                -                   
Profit expense on subordinated bond -              10,900      -                -                   
Shared service fees (Note 23) -              59,645      -                -                   
Transaction processing fees (Note 23) -              -                16,807      -                   
Rental expenses -              45             -                -                   
Personnel and other expenses -              -                225           -                   

175         88,701      20,583      173              

Ultimate Other
Holding Holding Related Key

Company Company Companies Management
RM'000 RM'000 RM'000 RM'000

2013

Amount due from
Deposits and placements with banks and other
   financial institutions 5,509      -                184           -                   
Shared service fees receivable (Note 8) -              372           -                -                   
Financing and advances -              -                -                887              
Other assets (Note 8) -              34,767      -                -                   

5,509      35,139      184           887              

Amount due to
Demand deposits and general investment
   deposits -              -                7,901        5,448           
Other deposits -              -                127,208    68                
Negotiable instruments of deposit -              71,375      -                -                   
Deposits and placements of banks and   
   other financial institutions 473,495  2,015,160 -                -                   
Subordinated bond (Note 14) -              200,000    -                -                   
Profit payable 76           10,899      54             89                
Shared service fees payable (Note 15) -              5,409        -                -                   
Other liabilities 73           -                -                -                   

473,644  2,302,843 135,163    5,605           
Commitments
Foreign exchange derivatives -              5,090        2,000        -                   

2012

The significant transactions and outstanding balances of the Bank with related parties are as 
follows: (continued) 

51





Company No.818444-T

OCBC AL-AMIN BANK BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2013 (continued)

26. SIGNIFICANT RELATED PARTY TRANSACTIONS AND BALANCES (continued)

(iii) Key management personnel compensation
2013 2012

RM'000 RM'000

Short-term employee benefits 4,143            3,332            
Fees and meeting allowances 170               160               
Share-based benefits 181               192               

4,494            3,684            

27. INCOME TAX EXPENSE
2013 2012

RM'000 RM'000
Malaysian income tax

- Current year 28,504          15,369          
- Over provision in prior years (3,411)          (1,472)          

25,093          13,897          
Deferred tax (Note 11)

- Origination and reversal of temporary differences 1,177            (2,745)          
- Under provision in prior years 2,504            1,690            

3,681            (1,055)          

28,774          12,842          

The reconciliation between the average effective tax rate and the applicable tax rate is as follows:

2013 2012
% %

Malaysian tax rate at 25% 25.0              25.0              
Tax effects of:
Expenses not deductible for tax purposes 0.2                0.3                
Income not subject to tax (3.4)              (3.9)              
Under/(Over) provision in prior years

- Income tax (2.5)              (4.0)              
- Deferred tax 1.8                4.4                

Average effective tax rate 21.1              21.8              

28. BASIC EARNINGS PER ORDINARY SHARE

2013 2012

Net profit for the year (RM'000) 107,493        46,094          

Weighted average number of ordinary shares in issue ('000) 119,247        98,279          

Basic earnings per share (sen) 90.14            46.90            

Basic earnings per ordinary share of the Bank were calculated based on the net profit attributable 
to the ordinary shareholder and the weighted average number of ordinary shares in issue during 
the financial year. 

Key management personnel comprises persons having authority and responsibility for 
planning, directing and controlling the activities of the Bank either directly or indirectly, 
including Directors of the Bank. 

There were no dilutive potential ordinary shares during the financial year. 
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29. COMMITMENTS AND CONTINGENCIES

 Positive 
 Fair Value of  Credit  Risk 

 Principal  Derivative  Equivalent  Weighted 
 Amount  Contracts  Amount  Amount 

2013  RM'000  RM'000  RM'000  RM'000 

Direct credit substitutes        44,485           44,485           47,783 
Transaction-related contingent items      190,666           95,333           76,996 
Short-term self-liquidating trade-related
   contingencies        59,166           11,833             6,214 
Foreign exchange related contracts

- Less than one year        11,160                    44                  74                  11 
Formal standby facilities and credit lines

- Maturity not exceeding one year          1,920             1,920             1,036 
- Maturity exceeding one year      383,432         326,611           88,239 

Other unconditionally cancellable
   commitments      858,806             2,908             1,523 

  1,549,635                    44         483,164         221,802 
2012

Direct credit substitutes        12,424           12,424           22,502 
Transaction-related contingent items        77,841           38,921           39,932 
Short-term self-liquidating trade-related
   contingencies        43,590             8,718             5,957 
Foreign exchange related contracts

- Less than one year   1,966,377               5,515           13,998             3,239 
Formal standby facilities and credit lines

- Maturity not exceeding one year          3,550             3,292             1,600 
- Maturity exceeding one year      155,688         120,684           37,355 

Other unconditionally cancellable
   commitments      711,651             3,732             1,713 

  2,971,121               5,515         201,769         112,298 

30. LEASE COMMITMENTS

2013 2012
RM'000 RM'000

Within one year 1,683            2,013            
One to five years 879               1,613            

2,562            3,626            

In the normal course of business, the Bank makes various commitments and incurs certain contingent
liabilities with legal recourse to its customers. There were no material losses anticipated as a result of
these transactions.

The credit equivalent and risk weighted amounts were computed using the credit conversion factors and
risk weights as defined in Bank Negara Malaysia's Capital Adequacy Framework for Islamic Banks (CAFIB 
Basel II) - Disclosure Requirements (Pillar 3).

The Bank has lease commitments in respect of rented premises and equipment on hire, all of which 
are classified as operating leases. A summary of the non-cancellable long-term commitments are as 
follows: 
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33. PROFIT RATE RISK

2013 Non- Average
Up to 3 >3-12 >1-3 >3-5 Over 5 profit Trading profit
months months years years years sensitive Book Total rate
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 %

Assets
Cash and cash equivalents 907,650       -                   -                   -                   -                   55,580         -                   963,230       -           
Financial investments available-for-sale 238,990       487,126       612,230       593,014       130,403       -                   -                   2,061,763    3.34      
Financing and advances -           
    - Unimpaired 4,111,015    119,201       764,714       1,447,447    318,215       (59,600) -                   6,700,992 6.84      
    - Impaired -                   -                   -                   -                   -                   61,962         -                   61,962         -           
Derivative financial assets -                   -                   -                   -                   -                   -                   44                44                -           
Other assets -                   -                   -                   -                   -                   54,716         -                   54,716         -           
Current tax assets -                   -                   -                   -                   -                   1,682           -                   1,682           -           
Statutory deposits with 

Bank Negara Malaysia -                   -                   -                   -                   -                   270,800       -                   270,800       -           
Property, plant & equipment -                   -                   -                   -                   -                   8,049           -                   8,049           -           
Deferred tax assets -                   -                   -                   -                   -                   2,446           -                   2,446           -           
Total assets 5,257,655    606,327       1,376,944    2,040,461    448,618       395,635       44                10,125,684  

<-------------------------------------  Non Trading Book  -------------------------------------->

The Bank is exposed to various risks associated with the effects of fluctuation in the prevailing level of market profit rates on the financial position and cashflows. 
The following tables summarises the Bank's exposure to profit rate risk. The assets and liabilities at carrying amount are categorised by the earlier of the next 
contractual repricing and maturity dates.  
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33. PROFIT RATE RISK (continued)

2013 Non- Average
Up to 3 >3-12 >1-3 >3-5 Over 5 profit Trading profit
months months years years years sensitive Book Total rate
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 %

Liabilities
Deposits from customers 5,404,559    1,004,078    1,547           -                   59,895         205,509       -                   6,675,588    2.50      
Deposits and placements of banks
   and other financial institutions 2,230,355    250,018       144              -                   -                   74,611         -                   2,555,128    1.87      
Bills and acceptances payable -                   -                   -                   -                   -                   13,679         -                   13,679         -           
Subordinated bond -                   -                   200,000       -                   -                   -                   -                   200,000       5.45      
Derivative financial liabilities -                   -                   -                   -                   -                   -                   36                36                -           
Other liabilities -                   -                   -                   -                   -                   86,056         -                   86,056         -           
Zakat -                   -                   -                   -                   -                   30                -                   30                -           
Total liabilities 7,634,914    1,254,096    201,691       -                   59,895         379,885       36                9,530,517    

On-statement of financial position
   profit sensitivity gap (2,377,259)   (647,769)      1,175,253    2,040,461    388,723       15,750         8                  595,167       
Off-statement of financial position
   profit sensitivity gap -                   -                   -                   -                   -                   -                   -                   -                   
Total profit sensitivity gap (2,377,259)   (647,769)      1,175,253    2,040,461    388,723       15,750         8                  595,167       

<-------------------------------------  Non Trading Book  -------------------------------------->
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33. PROFIT RATE RISK (continued)

2012  Non- Average
Up to 3 >3-12 >1-3 >3-5 Over 5 profit Trading profit
months months years years years sensitive Book Total rate
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 %

Assets
Cash and cash equivalents -                   -                   -                   -                   -                   23,687         -                   23,687         -           
Financial investments available-for-sale 223,720       210,344       730,403       852,393       298,417       -                   -                   2,315,277    3.33      
Financing and advances -           
    - Unimpaired 2,397,702    117,181       513,365       753,804       532,256       (40,976) -                   4,273,332    6.91      
    - Impaired -                   -                   -                   -                   -                   22,390         -                   22,390         -           
Derivative financial assets -                   -                   -                   -                   -                   -                   5,592           5,592           -           
Other assets -                   -                   -                   -                   -                   94,596         -                   94,596         -           
Current tax assets -                   -                   -                   -                   -                   443              -                   443              -           
Statutory deposits with 

Bank Negara Malaysia -                   -                   -                   -                   -                   214,500       -                   214,500       -           
Property, plant & equipment -                   -                   -                   -                   -                   8,025           -                   8,025           -           
Deferred tax assets -                   -                   -                   -                   -                   1,435           -                   1,435           -           
Total assets 2,621,422    327,525       1,243,768    1,606,197    830,673       324,100       5,592           6,959,277    

<-------------------------------------  Non Trading Book  -------------------------------------->
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34. LIQUIDITY RISK

Carrying Up to 3 > 3-6 >6-12 >1-3 >3-5 Over 5
Value months months months years years years Total

2013 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

Non-derivative financial liabilities
Deposits from customers 6,675,588    5,438,867    350,921       824,026       1,876           4                  59,894         6,675,588    
Deposits and placements of banks
  and other financial institutions 2,555,128    2,304,966    200,006       50,012         144              -                   -                   2,555,128    
Bills and acceptances payable 13,679         13,679         -                   -                   -                   -                   -                   13,679         
Subordinated bond 200,000       -                   -                   -                   200,000       -                   -                   200,000       
Other liabilities 86,056         55,229         21,938         38,938         44,357         1                  20,106         180,569       
Zakat 30                -                   -                   30                -                   -                   -                   30                

Derivative financial liabilities
Gross settled derivatives
Trading:
Foreign exchange derivatives
    - Forward and swap 36                
         - Outflow 5,254           -                   -                   -                   -                   -                   5,254           
         - Inflow (5,222)          -                   -                   -                   -                   -                   (5,222)          

9,530,517    7,812,773    572,865       913,006       246,377       5                  80,000         9,625,026    

projections also assume a constant statement of financial position and that all positions run to maturity.   
 
 

The tables below show the undiscounted cash outflows of the Bank's financial liabilities by remaining contractual maturities. Information on cash outflow 
of gross financing commitments is set in Note 29. The expected cash flows of these liabilities could vary significantly from what is shown in the table.  
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34. LIQUIDITY RISK (continued)

Carrying Up to 3 > 3-6 >6-12 >1-3 >3-5 Over 5
Value months months months years years years Total

2012 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

Non-derivative financial liabilities
Deposits from customers 4,479,842    3,729,820    238,857       411,246       42,469         76                57,374         4,479,842    
Deposits and placements of banks
  and other financial institutions 1,693,882    1,607,520    13                55,315         31,034         -                   -                   1,693,882    
Bills and acceptances payable 14,795         14,795         -                   -                   -                   -                   -                   14,795         
Subordinated bond 200,000       -                   -                   -                   -                   200,000       -                   200,000       
Other liabilities 93,439         70,454         13,819         24,479         44,365         10,908         22,626         186,651       
Zakat 25                -                   -                   25                -                   -                   -                   25                

Derivative financial liabilities
Gross settled derivatives
Trading:
Foreign exchange derivatives
    - Forward and swap 5,543           
         - Outflow 980,376       4,606           -                   -                   -                   -                   984,982       
         - Inflow (974,908)      (4,531)          -                   -                   -                   -                   (979,439)      

6,487,526    5,428,057    252,764       491,065       117,868       210,984       80,000         6,580,738    
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35. CURRENCY RISK

MYR GBP USD SGD Others Total
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000

Financial assets
Cash and cash equivalents 780,722    -              176,459   4,738       1,311       963,230       
Financial investments 

available-for-sale 1,765,392 -              208,112   88,259     -               2,061,763    
Financing and advances 5,653,485 816,786   285,175   7,508       -               6,762,954    
Derivative financial assets 44             -              -               -               -               44                
Other assets 50,463      -              3,288       852          113          54,716         
Current tax assets 1,682        -              -               -               -               1,682           
Statutory deposits with 

Bank Negara Malaysia 270,800    -              -               -               -               270,800       
8,522,588 816,786   673,034   101,357   1,424       10,115,189  

Financial liabilities
Deposits from customers 6,630,765 -              42,064     2,759       -               6,675,588    
Deposits and placements of banks 

and other financial institutions 1,014,149 812,514   631,258   97,207     -               2,555,128    
Bills and acceptances payable 13,679      -              -               -               -               13,679         
Subordinated bond 200,000    -              -               -               -               200,000       
Derivative financial liabilities 36             -              -               -               -               36                
Other liabilities 83,096      2,351       430          179          -               86,056         
Zakat 30             -              -               -               -               30                

7,941,755 814,865   673,752   100,145   -               9,530,517    

Net financial assets exposure 580,833    1,921       (718)         1,212       1,424       584,672       

Financial assets
Cash and cash equivalents 19,667      -              1,734       1,106       1,180       23,687         
Financial investments 

available-for-sale 2,069,564 -              187,371   58,342     -               2,315,277    
Financing and advances 3,741,283 374,168   180,271   -               -               4,295,722    
Derivative assets 5,592        -              -               -               -               5,592           
Other assets 90,201      -              2,465       1,359       571          94,596         
Current tax assets 443           -              -               -               -               443              
Statutory deposits with 

Bank Negara Malaysia 214,500    -              -               -               -               214,500       
6,141,250 374,168   371,841   60,807     1,751       6,949,817    

Financial liabilities
Deposits from customers 4,467,656 -              11,456     730          -               4,479,842    
Deposits and placements of banks 

and other financial institutions 910,736    371,694   351,976   58,590     886          1,693,882    
Bills and acceptances payable 14,795      -              -               -               -               14,795         
Subordinated bond 200,000    -              -               -               -               200,000       
Derivative liabilities 5,543        -              -               -               -               5,543           
Other liabilities 91,981      1,323       83            52            -               93,439         
Zakat 25             -              -               -               -               25                

5,690,736 373,017   363,515   59,372     886          6,487,526    

Net financial assets exposure 450,514    1,151       8,326       1,435       865          462,291       

2013

2012
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36. CREDIT RISK (continued)

Credit quality  (continued)

(a) Credit quality of financing and advances
2013 2012

RM'000 RM'000

Neither past due nor impaired 6,704,436    4,282,756 
Past due financing 106,870       77,756      

- Unimpaired 56,156         31,552      
- Impaired 50,714         46,204      

Impaired but not past due 56,645         8,734        

Gross financing and advances 6,867,951    4,369,246 

Neither past due nor impaired

By the Bank's internal grading system

Passed 6,466,112    4,221,538 
Special mention 238,324       61,218      

6,704,436    4,282,756 

Past due but not impaired

(i) By period overdue

44,547         25,199      
11,609         6,353        
56,156         31,552      

(ii) By sector

Mining and quarrying -                   710           
Manufacturing 14,734         5,120        
Construction 508              59             
Wholesale & retail trade and restaurants & hotels 9,086           1,487        
Transport, storage and communication 2,482           2,425        
Finance, insurance and business services 1,901           1,613        
Household
  - Purchase of residential properties 3,936           1,649        
  - Others 21,871         17,731      
Others 1,638           758           

56,156         31,552      

(iii)By geographical distribution 

Malaysia 56,156         31,552      

1 month to less than 2 months
1 day to less than 1 month

 
 
 
 
 

The analysis of impaired financing and advances are detailed in Note 6. 
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36. CREDIT RISK (continued)

Credit quality (continued)

(b) Credit quality of financial investments available-for-sale

2013 2012
(i) By issuer RM'000 RM'000

Government and Central Bank 1,366,057    1,721,433 
Foreign government 49,638         49,643      
Banks 173,985       178,905    
Corporates 472,083       365,296    

2,061,763    2,315,277 

(ii) By geographical distribution

Malaysia 2,012,125    2,265,634 
Other ASEAN countries 49,638         49,643      

2,061,763    2,315,277 

(iii) By credit rating

Government and Central Bank securities 1,366,057    1,721,433 
Foreign government securities 49,638         49,643      
Investment grade (AAA to BBB) 303,643       241,417    
Unrated 342,425       302,784    

2,061,763    2,315,277 

(iv) By industry

Agriculture 19,122         -               

Manufacturing 70,172         70,491      
Construction -                   30,385      
Transport, storage and communication 10,009         10,058      
Finance, insurance and business services companies 298,765       227,010    
Others 1,663,695    1,977,333 

2,061,763    2,315,277 

(v) By residual contractual maturity

Within one year 726,116       434,064    
One year to five years 1,205,244    1,582,796 
More than five years 130,403       298,417    

2,061,763    2,315,277 

In view of the following sound credit rating of counterparties, the Bank does not expect any 
counterparty to fail to meet its obligation. 
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36. CREDIT RISK (continued)

Credit quality (continued)

(c) Credit quality of derivative assets
2013 2012

(i) By counterparty RM'000 RM'000

Banks 28                5,465        
Other financial institutions -                   1               
Corporates 16                126           

44                5,592        

(ii) By geographical distribution

Malaysia 44                822           
Singapore -                   1               
Other ASEAN countries -                   4,769        

44                5,592        

The analysis by geography is determined based on where the credit risk resides.

(iii) By industry 

Manufacturing 12                116           
Wholesale & retail trade and restaurants & hotels 4                  10             
Finance, insurance and business services 28                5,466        

44                5,592        

(iv) By residual contractual maturity

Within one year 44                5,592        
 

(d) Credit quality of contingent liabilities and credit commitments

2013 2012
RM'000 RM'000

(i) By counterparty

Banks 12,139         -               
Other financial institutions 235              3,398        
Corporates 438,483       247,526    
Individuals 228,812       42,169      

679,669       293,093    

(ii) By geographical distribution

Malaysia 679,669       293,093    

The analysis by geography is determined based on where the credit risk resides.
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37. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

A)  Fair value measurement

(i) Financial assets and financial liabilities

(a) Short term financial instruments

(b) Deposits and placements with/of banks and other financial institutions

(c) Financial assets held-for-trading and financial investments available-for-sale

(d) Financing and advances

(e) Deposits from customers

(f) Bills and acceptances payable 

(g) Subordinated bond

(ii) Off-statement of financial position financial instruments

The carrying amounts approximate the fair values of cash and cash equivalents, deposits 
and placements with banks and other financial institutions with maturity less than one 
year, profit and other short-term receivables due to their short tenor or frequent re-pricing. 

The fair value of financial assets that are actively traded is determined by quoted bid 
prices. For non-actively traded financial investments, independent broker quotations are 
obtained or valuation techniques are used to fair value the financial investments. The fair 
value of unquoted equity instruments classified under available-for-sale portfolio is 
estimated using internal valuation techniques. 

Financing and advances are carried at amortised cost on the statement of financial 
position, net of individual and collective impairment allowances. The fair values of  
financing and advances with maturity of less than one year are estimated to approximate 
their carrying amounts. For financing and advances with maturity of one year or more, the 
fair values are estimated based on discounted cash flows using market rates of financing 
and advances of similar credit risks and maturity. 

For deposits with maturity of less than one year, the carrying amount is a reasonable 
estimate of the fair value. For deposits with maturity of one year or more, the fair value is 
estimated using discounted cash flows based on market rates for similar products and 
maturity. 
 
 
 

Fair value for the subordinated bond is determined using quoted market prices and where 
available, or by reference to quoted market prices of similar instruments. 

The fair value of off-statement of financial position financial instruments is the estimated 
amount the Bank would receive or pay to terminate the contracts at the reporting date. The 
fair value of the off-statement of financial position financial instruments are disclosed in Note 7 
of the financial statements. 
 

For deposits and placements with maturity of one year or more, the fair value is estimated 
based on discounted cash flows using prevailing money market rates for deposits and 
placements with similar remaining periods to maturity. 
 
 

Bills and acceptances payable are substantially with maturity of less than one year. The 
carrying amount of bills and acceptances payable is a reasonable estimate of the fair 
value. 

For financial assets and liabilities not carried at fair value on the financial statements, the Bank 
has determined that their fair values were not materially different from the carrying amounts at the 
reporting date. 
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38. FINANCIAL ASSETS AND LIABILITIES

The table below provides an analysis of financial instruments categorized as follows:
(a) Available-for-Sale financial assets ("AFS")
(b) Fair Value Through Profit or Loss - Held For Trading ("FVTPL-HFT")
(c) Financing and receivables ("F&R")
(d) Financial Liabilities measured at amortised cost ("FL")

Carrying
AFS FVTPL-HFT F&R / FL amount

2013 RM'000 RM'000 RM'000 RM'000

Financial assets
Cash and cash equivalents -                 -                  963,230      963,230       
Financial investments 

available-for-sale 2,061,763  -                  -                  2,061,763    
Financing and advances -                 -                  6,762,954   6,762,954    
Derivative financial assets -                 44               -                  44                
Other assets -                 -                  54,716        54,716         
Current tax assets -                 -                  1,682          1,682           
Statutory deposits with 

Bank Negara Malaysia -                 -                  270,800      270,800       
2,061,763  44               8,053,382   10,115,189  

Financial liabilities
Deposits from customers -                 -                  6,675,588   6,675,588    
Deposits and placements of banks
   and other financial institutions -                 -                  2,555,128   2,555,128    
Bills and acceptances payable -                 -                  13,679        13,679         
Subordinated bond -                 -                  200,000      200,000       
Derivative financial liabilities -                 36               -                  36                
Other liabilities -                 -                  86,056        86,056         
Zakat -                 -                  30               30                

-                 36               9,530,481   9,530,517    

2012

Financial assets
Cash and cash equivalents -                 -                  23,687        23,687         
Financial investments 

available-for-sale 2,315,277  -                  -                  2,315,277    
Financing and advances -                 -                  4,295,722   4,295,722    
Derivative financial assets -                 5,592          -                  5,592           
Other assets -                 -                  94,596        94,596         
Current tax assets -                 -                  443             443              
Statutory deposits with 

Bank Negara Malaysia -                 -                  214,500      214,500       
2,315,277  5,592          4,628,948   6,949,817    

Financial liabilities
Deposits from customers -                 -                  4,479,842   4,479,842    
Deposits and placements of banks
   and other financial institutions -                 -                  1,693,882   1,693,882    
Bills and acceptances payable -                 -                  14,795        14,795         
Subordinated bond -                 -                  200,000      200,000       
Derivative financial liabilities -                 5,543          -                  5,543           
Other liabilities -                 -                  93,439        93,439         
Zakat -                 -                  25               25                

-                 5,543          6,481,983   6,487,526    

amortised costs net of individual and collective impairment allowances. 
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39. CAPITAL ADEQUACY

Capital Initiatives

Capital Adequacy Ratios

Capital Management 
 
It is the Bank's objective to maintain a strong capital position, to support business growth, and to 
maintain investor, depositor, customer and market confidence. In line with this, the Bank manages 
its capital actively to ensure that its capital adequacy ratios are comfortably above the regulatory 
minima while balancing shareholder's desire for sustainable returns and high standards of 
prudence. Presently, the Bank's capital composition mainly consists of paid-up share capital and 
share premium.  
 
The Bank's capital management process is guided by Oversea-Chinese Banking Corporation 
Limited Group's risk appetite and strategic business strategy as well as its capital monitoring 
guidelines which set an internal capital minima which is above the minimum regulatory 
requirement. This includes an annual capital planning exercise to forecast capital requirements and 
monthly monitoring of capital adequacy ratios. 

Tier 2 Capital 
The entire Subordinated Bond qualifies as Tier 2 capital subject to a gradual phase-out treatment 
as required by Bank Negara Malaysia's Adequacy Framework for Islamic Banks (Capital 
Components). 

Tier 1 Capital 
The Bank issued 10 million ordinary shares on 30 July 2013, representing RM30 million in 
ordinary share capital which was fully subscribed by its immediate holding company, OCBC Bank 
(Malaysia) Berhad. 
 

The Bank is required to comply with Common Equity Tier 1 capital ratio of 3.5%, Tier 1 capital 
ratio of 4.5% and risk-weighted capital ratio of 8% prescribed by Bank Negara Malaysia. The Bank 
was in compliance with all prescribed capital ratio requirements throughout the financial year.  
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39.

Basel III
2013

RM'000
Common Equity Tier 1 (CET1) capital
Paid-up share capital 125,000          
Share premium 250,000          
Retained earnings 118,188          
Other reserves 107,389          
Unrealised loss on financial investments available-for-sale (5,410)            
CET1 capital 595,167          
Regulatory adjustments for CET1 (38,768)          
Eligible CET1 / Tier 1 capital 556,399          

Tier 2 capital
Collective impairment allowance under Standardised Approach * 8,556              
Subordinated bond 180,000          
Eligible Tier 2 capital 188,556          

Capital base 744,955          

* Excluding collective impairment allowance on impaired financing and advances

Before the effects of PSIA
CET1 / Tier 1 capital ratio 9.977%
Risk-weighted capital ratio 13.358%

After the effects of PSIA
CET1 / Tier 1 capital ratio 10.549%
Risk-weighted capital ratio 14.125%

CAPITAL ADEQUACY (continued)

In accordance with BNM Guidelines on the Recognition and Measurement of Profit Sharing 
Investment Account (PSIA) as Risk Absorbent, the credit and market risks of the assets funded by 
the Restricted Profit Sharing Investment Accounts (RPSIA) which qualify as risk absorbent are 
excluded from the risk weighted capital ratio (RWCR) calculation. As at 31 December 2013, credit 
risks relating to RPSIA assets excluded from the RWCR calculation amounted to RM302 million 
(2012 : RM171 million). 
 
 The Bank has adopted the Internal Ratings Based Approach for Credit Risk for the major credit 
portfolios whilst the other credit portfolios are on Standardised Approach. For market and operational 
risks, the Bank has adopted the Standardised Approach and the Basic Indicator Approach, 
respectively. 
 
 
 

With effect from 1 January 2013, the capital ratios are computed in accordance with BNM's Capital 
Adequacy Framework for Islamic Banks (Capital Components). Comparative figures are computed in 
accordance with BNM's Guidelines on Capital Adequacy Framework for Islamic Bank (CAFIB-Basel 
II) and have not been restated.  
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39. CAPITAL ADEQUACY (continued)
Basel II

2012
RM'000

Tier 1 capital
Paid-up share capital 115,000          
Share premium 230,000          
Retained earnings 64,441            
Other reserves 53,643            

463,084          
Deferred tax adjustment (4,324)            
Eligible Tier 1 capital 458,760          

Tier 2 capital
Collective impairment allowance under Standardised Approach * 7,302              
Subordinated bond 200,000          
Excess of Expected Loss over Eligible Provisions under the Internal Ratings
   Based approach (14,884)          
Eligible Tier 2 capital 192,418          

Capital base 651,178          

* Excluding collective impairment allowance on impaired financing and advances

Before the effects of PSIA
Tier 1 capital ratio 10.324%
Risk-weighted capital ratio 14.654%

After the effects of PSIA
Tier 1 capital ratio 10.736%
Risk-weighted capital ratio 15.240%

Breakdown of risk-weighted assets ("RWA") in the various categories of risk-weights:

Basel III Basel II
2013 2012

RM'000 RM'000

Credit risk 4,826,824       3,946,171       
Market risk 4,175              8,764              
Operational risk 443,178          318,011          

5,274,177       4,272,946       

40. APPROVAL OF FINANCIAL STATEMENTS

 

The financial statements were approved for issue by the Board of Directors on 20 March 2014. 
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