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Maybank (PNG) Limited

Financial statements for the year ended 31 December 2013

Directors’ report

The directors of Maybank (PNG) 11d (‘the Bank’) submit herewith the annual financial report of the company for
the vear ended 31 December 2013. In order to comply with the provisions of the Companies Act 1997, the
directors report as follows:

Office holders

The names and particulars of the directors and office holders as at the end of the financial year are:

Mralister Maitland - Non-executive Director

Mr, Geoffrey Stecyk - Executive Director, appointed 1 April 2013

Mr. Vigtor Tan Tee Huat - Director/CEQ

Mr. Joshua Kalinoe - Non-executive Director, appointed 16 Augunst 2013

Review of operations and changes in state of affairs

The company's principal activities were banking and related services.

During the year ended 31 December 2013 theré was no significant change in the principal activities or state of

affairs of the Bank other than that referred to in the financial statements or notes thereto.

The Bank reporied a net profit of K36,356,586fr the yeir ended 31 December 2013(2012: K23,672,899) after
charging income tax X 15,378,184(2012; K10,122.887),

Changes in accounting policies

No changes in accounting policics ocourred during the yesr,

Entries in the interest register

No transactions are recorded in the interest register during the year.

Dividends

No dividends were declared or paid for the year ¢nded 31 December 2013 (2012: K nil).
Directors’ remuneration

Total directors remuneration of K185,413 (20122 K347,210) is disclosed at Note 291,
Donations |

Durin;; the year the Bank made donations totaling K12,000(2012: K8,000).
Independent andit report

The financial statements have been andited by Deloitte Touche Tohmatsu and should be read in conjunction with ~
the independent andit report on page 4- 5. Audit fees and nos-andit fees are disclosed at Note 32,

(%)



‘Maybank (PNG) Limited
Financial statements for the year ended 31 December 2013
Statement under Clause (p} of tl%e Banks and Finaneial Institutions(Amendment) Regulation 1999
The Board and thé senior management of the bank have:
@ identified the key risks facing the bank and:

{ii) established systems 1o monitor and manage those risks including, where appropriate, by setting. and
requiring adherence to a series of prudent limits, and by adequate and timely reporting processes and;

{iii) that these risk misnagement systems are operating effectively. and are adequate having regard to the
risks they are designed to control
Other mformation:

The registered office and principal place of business is indicated on page I of the financial statement.

Signed in accordance with a resolution of and on behalf of the directors.

ey Rl

Mr Alistair Maitland
Chairman/Director
Port Moreshy

31st March 2014

Mr Victor Tan Tee Huat
CEQ/Director

Port Moresby -

31st March 2014




Deloitte Touche Tohmatsy

Deloitie Tower, Level 12
Douglas Strest

Port Moresby

PO Box 1275 Porl Moresby
National Capital District
Papua New Guinea

Tet: +§75 308 7000

Fax: +878 3087001
“www. delolite.comipg

Independent audit report to the members of
Maybank (PNG) Limited

We have andited the accompanying financial statements of Maybank (PNG) Limited which comprise the statement
of financial position as at 31 December 2013, and the statement of comprehensive income, statement of changes in
equity and statement of cash flow statement for the year then ended on that date, and a summary of significant

accounting policies and other explanatory information.

Management and Directer’s respﬂnsibiliiy for the Financial Statements

Management and Directors are responsible for the preparation and fair presentation of thése financial statements in
accordance with International Financial Reporting Standards, and the Companies Act 1997, and for such internal
control as the directors determing is necessary to enable the preparation of financial statements that are free from

material misstatement, whetber due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply with relevant ethical
raquirexﬁcms refating o audit engagements and plan and perform the audit to obtain reasonable assurance whether

the financial report is free from material misstatement.

An audit involves performing procedires to obtain audit evidence about the amounts and disclosures in the {financial
report. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of malerial

misstaternent of the financial report, whether due to fraud or error. In making those risk assessments, the auditor

. considers internal control relevant to the entity’s preparation of the financial report that gives a true and fair view, m

order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion ou the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating

the overall presentation of the fnancial repoﬂ.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

opinion.



Opinion

Inour o;}unom the financial statemments present fairly, in all material respects, the fimancial position oi Mayhdnk

(PNG) Limited as at 31 December 2013, and of its financial performance and its cash flows for the year then ended

in accordance with Intérnational Financial Reporting Standards.

Report onn Other Legal and Regulatory Requirements

The financial report of Maybank (PNG) Limited is in accordance with the Comparnies Act 1997 and proper
accounting records have been kept by the Company. During ihe vear ended 31 December 2013 we also provided

Maybank (PNG) Limited with tax services.

\/?Jﬁ zﬁ’g(‘ff /&é«é,/"s&_ é z\ A LS
D

ELOITTE TOUCHE TOHMATSU
P

Theron

Registered under the Accountants Act 1996

Paitner, Chartered Accountants

Port Moresby, 31% day of March 2014



e Maybank (PNG) Limited
Statement of comprehensive income
AR
For the year ended 31 December:2013
' Note 2013 2012
K K
: Tterest income ' ] 20,618,893 18,228,581
Intersst expense 6 {434,028) (373,851)
| Net interest income 20,184,865 17,854,730
- Fee and commission income 7 2,605,282 2.248.209
Net trading income ‘ , 22,790,147 201 32,939'
3 Foreign exchange earnings - 8 42,385,220 22,629,806
wn Operating income 65,175,367 42,732,745
P ers.onnel expenses 9 -(3,372,240) (4,406,002)
- Depreciation expense e (316,707} {112,600}
Provision for doubtful debt (net of recoveries) 13 (954,310) (450,036)
Other éxpenses (6,597,340} (3,968 321)
" Profit before income tax 51,934,770 33,795,786
) Income tax expense 10(d) (15,578,184) (10,122,887
Profit for the year 36,356,586 23,672,899

The statement of comprehensive income are to be read in conjanction with the notes to and forming part of
the financial staterents set out on pages-10 to 34,




= Maybank (PNG) Limited

Statement of financial position

- As at 31 December 2013
Note 31 Dec 2013 31Dec 2012
B ASSETS '
- Cash and cash equivalenis , 11 49396433 109,639,925
— Loans and advances o customers (net) 12(a) 124,367,294 ‘98,849,894
s Investment securities ) 14 329,456,298 260,270,679
Regulatory deposit ' 15 29,994,930 23,655,920
o Property, plant & equipment ' 16 3,553,417 775,969
- Due from other banks 21 1,947,302 3361723
Deferred tax assets ' 10(c) 1,749,825 1,379,913
Other assets ' 17 3,408,550 1,156,773
mx Total assets 543,944,049 499,090,798
LIABILITIES ,
= . Deposits from customers 18 328,115,796 296,204,615
Provisions 19 1,561.620 1,290,076
Due to other banks 20 189,330 13,660,426
e Provision for income tax 10(1) 5,739,130 18 445,686
' Deférred tax liability 10(c) 113,471 59,276
Other liabiliues 22 26,202,857 21,805,675
= Total liabilities 361,922,413 351,465,456
EQUITY .
= Share capital 23 3,000,000 5,000,000
Retained earnings 178,981,636 142,625,050
= Total equity attributable fo equity holders of the Bank 183,981,636 147,625 4050
Total Habilities and equity 545,904,046 499,090,798

The stetement of finandial pasitidn aré_to be read in eonjusiction with the notes to and forming part of the
financial staferents set ouf on pages: 10 to 34.



= Maybank (PNG) Limited

” Statement of changes in equity

As at 31 December 2013

Share Retained
. ) Total
- Capita! Earnings
K X K
- Balance ut 1 January 2012 5,060,000 118,952,151 123,952,151,
- Profit for the year - 23,672,899 23,672,899
o Balance at 31 December 2012 4,000,000 142,625,050 147,625,050
i Profit for the year - 36,356,586 . 36356586
Balance at 31 December 2013 5,000,000 178,981,636 183,981,636

The statement of chahaes in equity i3 to be read in conjunction with the. notes to and forniing part of the
financial statements set out on pages 10 to 34.




Maybank (PNG) Limited

Statement of cash flows

For the ye’ar ended 31 December 2013

Cash flows frrom operating activities

Interest received

Fees and commission income

Foreign exchange gain

Interest paid

Amount paid to suppliers and employees

Operating cash flow before changes in operating assets

{Increase)/decrease in loans and advances
{lncrease)/decrease in regulatery deposits
{Increase)/decrease in other assets
{Decrease)/increase in deposit from customers
(Decrease)/increase in other labilities
{Decrease)/increase in due to other banks
Increase/(decrease) in provisions

Net cash flow from operations before income tax
Income taxes paid

Net cash flew frem operating activities

Cash flaws from fnvesting activities

Acquisition of investment securities

Proceeds from sale of property, plant and equipment
Acquisition of property, plant and equipment

Net cash flow from investing activities

Net increase in cash and eash equivalents
Cash and cash-equivalents at beginning of the year
Cash and cash equivalents at end of the year

Note 31 Dec 2013 31 Dec2012
X K

20,513,274 18,277,603

3,209,260 2,029,962

42,385,220 22,629,806

(428,028) (340,104)

(13.472249)  (8,688,881)

52,207,477 33,908,386

(255174000 {18,120,328)

(6.339,010)  (10,114,880)

© (4,251,775 1,943,459

31.911,181 55,068,804

4,397,182 {0,475.619)

{12,056 475) (7,343,497)

271359 224,760

40,622,739 45,591,175

(28,600,457) (14,919,878}

12,022,282 30,671,297

(69,215,619)  (46,450,978)

44,000 -

(3,094,155) {486,304)

(72,265, 774y  {46,937.282)

(60,243492)  {16.265,985)

, 109,639,925 125.905,910

11 49396,433 109,639,925

The statementof cash flow are to be read in conjunction with the notes to and forming part of the financial

statenicnts set out on pages 10 6734,



- Maybank (PNG) Limited

Notes to and forming part 0f the financial statements

For the year ended 31 December 2013

208 . ¥ Reporting entity
: Maybank (PNG) Limited (the “Bank”) is 2 Bank incotporated in Papua New Gumea.

Registered office:

Pertion 2034

Cornér Waigani and Islander Drive
Waigani, NCD

Papua New Guinea.

The Bank primarify is involved in Banking and related services.

2 Basis of Preparatioa

g

Statement of compliance

The financial statements of the Bank have been prepared in accordance with International me{nal
Reporting Standards (IFRSs) as adopted by the Accounting Standards Board of Papua New Guinea (ASB)
and the requirements of the Papua New Guinea Companies Act 1997,

Basis of preparation
”‘”‘{ The fingncial staternents have been prepared primarily on the historical cost. Cost is based on the far
: values of the consideration given in exchange forassets and labilities, All amounts are presented in Papua
New-Guiirea King, unless otherwise noted.

Functional Currency
The financial statements are presented 1 the Papua New Guinea curreney, the Kina whicli is the Bank’s

o functional currency:

Use of estimates and judzments

The preparation of financial statements. in conformity with IFRSs reguires manageinent fo make
judgments, estimates and assumptions that affect the application of policies and the reported amounts of
assets and Habilities, income and expenses. Actual resuits may differ from these estimates,

The estimmates and underiying assumptions are reviewed on an ongoing basis, Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in future periods if affected.

3 Significant accoanting policies

Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, vnrestricted balances held with central banks
and highly liquid financial assets with original maturities of less than three months, which are subject to
insignificant risk of changes in their fair value, and are used by the Bank in the management of its short-
term conumitments, :

Loans and advances
T.oans are originated by providing funds directly to the borrower and are recognized when cash is
advanced to borrowers:Loans are initially recognised at fair value. After initial measurement, loans and

advances aresuhszeqn_enﬂy measured at amortised eost,

All loans and advances receivable are subject fo continnous ménagement review. A specific provision for
loan impairment is established if there is objective evidence that the Bank will not be able to collect all
gmounts due under the terms of Joans. The amount of the provision dpproximates’ the difference between

10



Maybank (PNG) Limited

Notes to and forming part of the financial statements

For the year ended 31 December 2013
= Significant accounting policies (cont’d)
the carrylhg amount and the recoverable amount, which is the current hest estimate of the present v alue of
" expected future cash flows arising from the asset’s present value determined using the original effective
. interest rate, All bad debts are writfen off against the specific provision for loan impairment i the period
in which they are classified as‘irrecoverable. Subscquent recoveries are credited to the pmvmon for loan
logses in Statement of Comprehensive Income
&

General provisions for impairment are-maintained to cover incurred losses unidentified at balance date in
the overall portfolio of Jéans and advances. The provisions are determined having regard to the level of
risk weighted assets, economic conditions, the general risk profile of the credit portfolio, past lass
experience and a range of other criteria. The amount necessary to bring the provisions to their assessed
levels, after write-offs, is charged to the Statement of Comprehensive Income.

: Investment securities
Investment securities are initially measured at fair value plus, in‘case of investment securities not at fair
9 . value through profit or loss, incremental direct transaction costs, and subsequently accountet for as held to
miaturity.
% Held-to-maturity investments are non-derivative assets with fixed or determinable payments and fixed
maturity that the Bank has the positive intent and ability to hold to maturity, and which are not designated
as at fair value through profit or loss or as available {or sale.

Held-to-maturity investments are carried at amortized cost using the effective interest method, A sale or
reclassification of a more than insignificant amount of held-to-maturity investments would result in the
reclassification o all held-to-matnrity investments as available for sale, and would prevent the Bank from
classifying investment securities as held-to-maturity for the current and the following two financial years.
However, sales and reclassifications in any of the following circumstances would not trigger a

reclassification:

e sales or reclassifications that are so close to maturity that changes in the market rate of interest
would not have a sipnificant effect on the financial asset’s fair value

» sales or reclassifications after the Bank has collected  substantially all of the asset’s original
principalsales or reclassifications attributable to non-recurring isolate events beyond the Bank's
eontrol that could vot have been reasonably anticipated

Property, plant and equipment
Ttems of property, plant and cqmpm;,m are measured at cost less accummlated depreciation and
- accumulated fmpairment losses, Cost includes expenditure that is directly attributable to the acguisition of -
the assef. ’
e When parts of an item of propem plant and equipment have different useful lives, they are acgoumed for
' as separate items (major compenents) of property, piant and equipment,
5 Gains and Josses on disposal of an 1tﬁm of property; plant and equipment are determined by comparing the

proceeds from disposal with-the canymv amount of property, plant and equipment, and are recognised net
within other income in profit or loe,s‘ When Tevalied assets are sold, the amounts included in the
revalnation resérve are transferred to retained earnings. »

tl




Maybank (PNG) Limited
- Notes to and forming part of the financial statements

For the year ended 31 December 2013

Signifieant secounting pelicies (cont’d),

Depreciation

Depreciation is calculated over the depreciable amount, which is the cost of an asset, or ather amonnt
substituted for cost, less its residual value, Depreciation is recognised in profit or Joss on a straight-line
basis over ihe estimated useful lives of each part of an item of property, plant and equipment, since this
most closely reflects the expected pattern of consumption of the fiture. economic benefits embodied in the
asset. Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is
reasonably certain that. the Bank will obtain ownership by the end. of the lease term. Land is mot

depreeiated.

Income Tax
Intome tax expense comprises current and deferred tax, Current jax and deferred tax are rc,n,onmzcd in

profit or loss except o the extent that it relates to items recognized dmul; i equity or in other
comprehensive income,

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

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and
Tiabilities for financial reporting purposes and the dmounts used for taxation purpeses, Deferred fax is not
recognized for the following temporary differences: the initial recogmition of goodwill, the -initial
recognition of assets or Habilities in 2 fransaction that is not a business combination and that affects. neither
accounting nor taxable profit or loss, and differences relating to investments i sibsidiaries and jointly
controlled entities to the extent that it is probable that they will not reverse in the foreseeable future.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
thev reverse, based on the Jaws that have been enacted or substantively enacted by the reporting date.

Defefred tax assets and liabilities are offset if there is a legally enforceable right to offSel current tax

" Labilities and assets, and they relate to income taxes levied by.the same tax authority on the same taxable,

entity, or on different tax entities, but they intend to setile current tax liabilitics and assets on a net basis or
their tax assets and labilities will be realized simultaneously,

A deferved tax asset is recognized for unused tax losses, tax crediis and deductible tcmpo,rary'differences,
to the extent that it is probable that future taxable profits will be avatlable against which they can be
utilized, 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 realized.

Additional incoime taxes that arise from the distribution of dividends by the Bank are recognized at the
same time as.the lability to pay the related dividend is recognized. -

Provisions .

A provision is recognized, if as a result of a past event, the Bank has a present legal or constructive
ohligation that can be-estimated refizbly, and it is probable than an outﬂow of economic benefits will be
required tosettle the ebligation, Provisions are determined by discounting the expected fusure cash flows
at a pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the tisks specific to the liability.



Maybank (PNG) Limited
Notes to and forming part of the financial statements

For the year ended 31 December 2013

Significant accounting policies (cont’d)

‘Employee Benefits

A Hability is required for benefits accruing to employees in respect of wages and salaries, annual leave,
long service leave when it is probable that settlement will be required and they are capable of bemv
mieasured relisbly.

Liabilities recognized in respect of employves benefits éxpected 10 be settled within 12 months, are
measured at their nominal values using the renmneration rate expected to apply at the time of settlement.

Liabilities recognized in respect of employee benefits which are not expected to be setifed within 12
months are measured as the present value of the estimated future cash outflows to be made by the Bank in
respect of services provided by employees up to reporting date.

Past emplovment benefits — defined contribution plans

A defined contnbutmn plan is a pension plan which the Bank pays fixed contributions into a separate fund,
and there is no recourse to the Bank for emplox»ees if the Tund has insufficient assets to pay employee
benéfits relating to service up to the balance sheet date.

The Bank pays coniributions to publicly or privately administered superannuation plans on a mandatory,
contractual of voluntary basis in respect of services rendered up to the balance sheet date.  The
contributions are at the current rate of employee™s gross salary. Onge the contributions have been paid, the
Bank have no further payment sbligations for post employment benefits from the date an employee ceases
employment witl: the Bank. ‘

Shkare Capital

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary
shares and share options are recognised as a deduction from equity, net of any tax effects.

Foreign currency

Transactions in foreiga currencics are translated into the functional currency of the operation at the spot
exchange rate at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies ‘at the reporting date are retranslated into the functional currency at the spot exchange rate at
that date. The foreign currency gain or loss on monetary items is the difference between amortized cost in
the functional currency at the beginning of the period, adjusted for effective interest-and payments during
the period, and the amortzed cost in foreign currency translated at the spof exthange rate at the end of the
pericd. Nop-monetary assets and labilities denominated in forsign currencies. that are measured at fair
value are retranslated into the fimetional currency af the spot exchange rate at the date that the fair vaiue
was determined. Foreign currency differences arising on retranslation are recognized in profit or loss.

Interest

_Interest income and expense are recognized in profit or loss using the effective interest-method: The

effective interest rate is the rate that exacily discounts the estimated future cash payments and receipts
through léhe expected life of the financial asset or Hability (or, where appropriate, a shorter period) to the
cartying amount of the financial asset or liability. When calculating the effective interest rate; the Bank
estimates future cash flows considering all contractual terms of the financial instrument, but not fui;ufe

credit losses,
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Maybank (PNG) Limited
Notes to and forming part of the financial statements

For the year ended 31 December 2013

Significant accounting policies (cont’d)

The.caleulaiion of the efféctive interest rate includes all fees paid or teceived that are an integral pant of .

the effective interest rate, Transaction costs include incremental costs that are directly attributable to the

-acquisition or issue of a financial asset or liability.Interest income and expense presented in the staternent

of comprehensive income include:

¥ interest on financial dssets and financial Habilities measured at amortized cost caleutated on an
effective interest basis; and
= interest on available-for-sale investment securities calculated on an effective interest basis

Interest income and expense on all trading assets and liabilities are considered to be incidemal to the
Bank's trading operations and are presented together with all other changes in the fair value of trading
assets and liabilities in net trading income,

Fees and commissions
Fees and commission income and expenses that are integral to the effective inlerest rate on 4 financial
asset of liability are-included in the measurement of the effective interest rate. -

Other fess and commission income, including account servicing fees, are recognized as the related
services and performed. When a loan commitment is not expecied to result in the draw-down.of a loan, the
related joan commitment fees are recognized on a straight-line basis over the commitment period.

Other fees and commission expense reate mainly to fransaction and service feos, which are expensed as
the services are received.

When the Company acts in the capacity of an agent rather than as the principal in a {ransaction, the
revenue recognised is the net amount of commission rmade by the Bank.

Net trading income
Net trading income comprises gains less losses related to trading assets and liabilities, and includes all
realized and unrealized fair value changes, interest dividends and foreign exchange differences.

Finzneial guarantees

Financial guarantees are contracts that require the Bank to make specified payments to. reimburse, the
holder for a loss it incurs because a spevified debtor fails to make payment when due in accordance with
the terms of a debt instrument. Financial gharantee Habilities are reco:gnized initially at their fair value, and
the initial fair value is amortized over the life.of the financial guarantee. The financial guarantee Hability is
subsequently carried at the higher of this amortized amount and the present ’x;‘aiue of any expecied payment
when a payment under the guarantee has become probable. Financial guarantees are inchided within other
liabilities.

Financial assets and liabilities

Recognition

The Bank initiaily recognizes loans and advances, deposits, on the date at which they are originated.

Regular x;'ay purchases and sales of financial assets are recognized on the trade date at.-which the Bank

commits to purchase or seil the asset. Al other financial assets and liabilities (including assets and
linbilities designated at fair value through profit or loss) are initially recognized on the trade date-at which
the Bank becomes a party to the contractual provisions of the instrument. A financial asset or financial

liability. is measured initially at fair vdloe plis, for an item pot at fair value through profit or loss,

transaction costs that are directly attributable to jts acquisition or issue,

14



Maybank (PNG) Limited

Notes to and forming part of the financial statements

For the year ended 31 December 2013

Significant accounting pelicies (cont’d)

Derécognition
The Bank derecognizes a financial asset when the conn actual rights to the cash flows from the financial

asset expire, or when it transfers the financial assetin a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred or in which the Bank neither transfers nor
retains substmtially all the risks and rewards. of ownership and it does not retain control of the financial
asset. Any interest in transferred financial assets that qualify’ for derecogaition that is created or retained
by the’ Bank is recognized as a scparate asset or lizbility in the statement of financial position. On
derecognition of a financial asset, the difference between the carrying amount of the-asset (or the carrying

amount allocated to the portien of the asset transferred), and the sum of (i) the consideration received
(including any new asset obtained less any new liability assuraed) and {if) any cumulative gain or Joss that
had been recognized in other comprehensive income is recognized in profit or loss.

The Bank enters into transactions whereby it transfers assets recognized on it$ statement of financial
pasition, but retains either all or substantially all of the risks and rewards of the transferred assets or &
portion of them. If all or substantially all risks and rewards are retaingd, then the transferred assets are not
derecognized.

The Bank derecognizes a financial lability when its contractual obligations are discharged or cancelled or

expire.

B Tdentification and measurement of impuirment

. At each reporting date the Bank assesses whether there is objective evidence that the financial assets not
carried at fair value through profit or loss are impaired. A financial asset or a bank of financial assets is
{are) impaired when objective evidence demonstrates that a loss event has oceurred after the initial
recognition of the asset(s); and that the loss gvent has an impact on the future cash flows of the assel(s)

that can be estimated reliably.

Objective evidence that financial assets (including equity securities) are impairéd can include significant
financial difficulty of the borrower or issuer, default or definquency by.a borrower, restracturing of a loan
or advance by the Bank on terms that the Bank would not otherwise consider, indications that a borrower
or issuer will enter bankrupiey, the disappéarance of an active market for a security, or other observable
data relating to a bank of assets such as. adverse changes in the payments status of borrowers or assuers in
the bank, or-econamic conditions that correlate wnh defaults in the basnk, In addition, for an investment in
an equity security, a significant of prolonged decline in its fair value below its cost is objective evidence of

impainnent.

The Bank considers evidence of impairment for loans and advances and held-to-maturity investment
securities at both a specific asset and collective level. All individually significant loans and advances and
held-to-maturity investment securities are assessed for specific impairment. All individually significant
1ozms and advances and held-to-maturity investment securities found not {0 be specifically irmpaired are
then collectively assessed for any impairment that has been incurred but not yet 1demﬁ;ed Loans and
advances and held-to-maturity investment securities that are not- individually significant are collectively
assessed for impairment by banking togethér loans and advances and held-to- -maturity mvestment
securities with similar risk characteristics.




Maybank (PNG) Limited

Notes to and forming part of the financial statements

For the year ended 31 December 2013

Significant accounting policies (cont’d)

In assessing collective impairment the Bank uses statistical modeling of historical trends of the probability
of default, timing of recoveries and the.amouit of loss incurred, adjusted for management’s judgment as to
whether current economic and credit conditions are such that management’s judgment as to whether
current édanomic and credit conditions are such that the actual Josses are liKely to be greater or less than
sugoested by histdrical modeling, Defanlt rates, loss fates and the expecxed‘ timing of future recoveries are
regularly benchmarked against actual outcomes {o ensure that they rémain appropriate.

Impairment Josses on assets carried at amortized cost are measired as the difference between the carrying
amount of the financial asset and the present value of estimated future cash flows discounted at the asspt’s
original effective interést rate, Impairment lo§ses are recognized in profit or loss and reflected in an
allowance account against loans and advances. Interest on impaired assets continues to be recognized
through the unwinding of the discount. When a subsequent event causes the amount of impairment foss to
decrease, the decrease in impairment i0ss is reversed through profit or foss,

Impairment losses on available-for-sale investment securities are vecogmized by transferring the
cunmulativé loss that has beén recognized in other coniprehensive income {0 proﬁt or loss asreclﬁssiﬁ_cation
adjustment. The cumulative loss that is reclassified from other comprehensive income to profit or loss is
the :difference between the acquisition cost, net of any principal repayment and amortization, and the
current fair valie, less any impairment loss ?feviously»recagnized;in profit or Joss.,

The Bank writes off certain loans. and advances and investment securities when they are detenmined to be
uncollectible.

Impairment of non-financial assers

The carrying amounts of the Bank’s non-financial assets, other than investment property and deferred tax
assets, are reviewed at each reporting date to determine whether there is any indication of impairmént; It
any such indication exists then the asset’s recoverable amount is estimated;

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair
valne less costs to sell. In assessing valae in use, the estimated future eash flows are discounted to their
present valne using & pre-tax discount rate that reflects cirrent market assessments of the time value of
money and the risks specific to the asset.” ’

Impaimment losses recognized in prior periods are assessed at each reporting date for any indications that
the loss has decreased or no longer exists, An impairmient loss is reversed if there has been a change in the .
estimates used to deterntine the recoverable amount. An impairment loss s reversed only to the extent that
the asset’s carrving ‘amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortization, if no impairment loss had been recﬁgizized.
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4.

)

Financial risk management

The Bank has exposure to the following risks from its use of financial instruments;
s Credit risk
» Liguidity risk
» Markerrisk

# Operational risk

This note presents information about the Bank’s exposure to each of the above risks, the Bank's s ohjectives,

policies and processes for measuring and managing risk, and the Bank’s management. of capital. Further

quantitative disclosures are included throughout these financial statements.,

Risk management framework
The Board of Directors has overall respousibility for the -establishment and oversight of the Bank’s risk
management framework.

The Bank's risk management policies are established to'identify and analyse the risks faced by the Bank, ©
set appropriate Tisk limits and controls, and to-monitor risks and adherence to limits. ‘Risk management .
policies and. systems are reviewed regularly to reflect changes in market conditions and the Bank's

“‘activities, The Bank, through its training and management standards and procedures, aims fo develop a

disciplined and constructive control enviromment in which all employees understand their roles and

obligations.

The Board of Directors oversees how management monitors compliance with the Bank’s risk management
policies and procedures, and reviews the adequacy of the risk management framewark in relation to the
risks faced by the Bank. Internal Audit undertakes both regular and ad hot reviews of risk management
controls and procedures, the results of which are reported to the Board.

Credit risk

Credit risk is the risk of financial loss to. the Bank if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the Bank’s receivables from custormers
and investment securities. '

Loan and advances to enstomers
The Bank’s exposure to credit risk is influenced mainly by the individual char'\ctenﬁtiw of each customer.

However, management also considers the demographics of the Bank’s customer base, including the default
risk of the industry and country ir which customers operate; as these. factors may have an influence on
credit risk, particularly in the currently deteriorating economiic circumstances, Approximately 3 percent
(2012: 3 percent) of the Bank’s revenue is sttibutable to sales transactions with a single customer.
However, geographically there is no concentration of credit risk. '

The Bank establishes an allowance for impairment that represents-its estimate of incurred losses i respect
of loan and other receivables and investments. The main components of this allowance are.a specific loss
component that relates to individually significant exposures, and a collective loss component established
for Banks of similar assets in respect of losses that have been incurred but not yet identified. The collective
loss allowance is determined based on historical data of payment statistics for similar financial assets.

17
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Financial risk management (cont'd)

(i) Liguidity risk
- Liquidity risk is the risk that the Bank will encounter difficulty in meeting the obligations associated with
B its financial liabilities that are settled by delivering cash or another financial asset. The Bark’s approach to
managing hquzdﬂ} is fo.ensure, ay far as possible, that it will always have sufficient liguidity 10 meet its-
- ligbilities when due, under both normal and stressed conditions, without incurring unacceptable losses or

risking damage 1o the Bank's reputation.

Typically the Bask enstires that it has sufficient cash on demand to meet expected operational expenses Tor
= a.period of 60 days, including the servicing of financial obligations; this excludes the potential impact of
. extreme circumstances that cannot reasonably be predmed,such as patural disasters.

= (#) Marketrisk

- Market risk is the risk that changes in market prices, such as foreign exchange sates; interest rates and -
equity prices will affect the Bank’s income or the value of its holdings of financial instruments. The

- objective of market risk management is (0 manage and conirol market risk exposures Wwithin acceptable
parameters, while optimising the retumn.

a (iv) Operational risk

‘ Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the Bank’s processes, personnel, technology and infrastructure, and from external factors other than eredit,
market and liguidity risks such ag those arising from legal and regulatory requitements and generally’
accspted standards of corporate behaviour, Operational 1isks arise fram all of the Bank’s operations.

The Bank’s objective is to manage operational risk 0 as to balance the avoidance of financial losses and
* demage io the Bank’s reputation with overall cost effectiveniess and 1o avoid control proccdures ihai
restriet initiative and creativity.

The primary responsibility for the development and implementation of comrols to addreéss operational risk
is agsignied to senior manasgement. This responsibility ig supported by the development of overall Bank
standards for the management of bperational risk in the following areas:

s requirements for appropriate segregation of duties, including the independent authorisation of
ransactions

requirements for the reconciliation and monitoring 6f transactions

compliance with regulalory and ot}ierlegai reqguirenients

decumentation of controls and procedures

requirements for the periodic assessment of operational risks faceéd, and the adequacy of controls
and procedures to address the risks identified

requirements for the reporting of opcmtmn&l {osses and proposed remedial action

» development of contingency plans

training and professional development

ethical and business standards :

risk mitigation, including insurance where this is effeciive.

& v o »

&

&

@

Compliance with Bank standards is supported by a programme of pericdic réviews undertaken by the
Management team. The resulis of Internal Audit reviews are discussed with the management of the
business unit to- which they relate, wiih summaries submitted to the Board and senfor ranagement of the
Bank,
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5 Capital Management
The Board’s policy is to maintain a strong capital base 50 as 10 maintain investor, creditor and tharket
tonfidence and to sustain future development of the business. The Board of Directors monitors the return
on.capital, which the Bank defines as result from operating activities divided by total sHareholders™ equity.

The Board of Diregtors also monitors the level of dividends to ordinary shareholders.

The Bank’s debt to adjusted capital ratio at the end of the reporting period was as follows:

A 31Dec2013 | 31 Dec 2012
Total Liabilities | 361,922,413 351,465,748
Less: cash and cash equivalents _ (49,396433) | (109,639.929)
Net debt o 312,525,980 241,825,823
Total equity ) 183,981,636 147,625,050
Debt to adjusted capital ratio ©L70:1 1.64:1

There were nio changes in the Bank's approach to capital mana gement during the year.
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6 Netinterest iscome
2013 2012
e K X
i Interest inconme
. Cash and cash equivalents ' 16,962 124,534
Investment secunitics 5,806,732 7,146,079
‘ Loans-and advances 14,702,861 11,051,013
. Others 2,338 6955
" Total interest income 20,618,893 18,228,581
Interest expense
% Deposits from banks (95,240) {(63.517)
Deposits from customers _(338,788) (310,334)
Total interest expense €434,028) (373,851)
=8 .
: Net interest income 20,184,865 17,854,730
= 7  Fee and commissien income
Fee income lending ‘ 1,677,482 1,320,461
e Other fee and commission 927,800 927,748
2,605,182 2,248,209
= 8 Foreign exchange earnings
) Foreign exchange eamings 42,385,220 22,629,806
m‘* 42,385,220 22,629,806
5  Personnel expenses .
Wages und salaries 5,162,757 4,232422
Pension funds 209,483 173,580
'e= L 5,372,240 4,466,002
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19 Inceme’tax

{a) Income toxexpense
“Tax Expense Comprise:
Current Tax Expense
= Adjustment recognized in the current year
relating to current tax-of prior years
- Deferred tax expense/(income) relating to
the origination and reversal of temporary
differences
[ncome tax expense

“The prima facie tax charge on the profit for the year
is reconciled to the tax expense as follows:

Accourting profit before tax

Tax on the profit for the year at 30%

Add:  Tax on nen deductible items

Less  Adjustment recognised in the current year
in relation to tax of prior vears

(5) Provision for income taxes payuble

Opening Balance

Income tax expense for the year

Movement in current year deferred fax

Income taxes paid during the year
Closing Balance

31 Dec 2013

31 Dec2012

X K
13,909,540 10,300,003
(15,639) (24,473)
(315,717 (152,643)
15,578,184 10,122,887
51,934,770 33,795,786
15,580,431 10,138,736
13,392 §,624
{15,639) (24473
15,578,184 10,122,887
18,445,686 23,000,034
15,378,184 10,122,887
315,717 152,643
(28,600,457) _ (14.919,878)
5,739,130 18,445,686
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- 16" Income €ax (cont’d}
(¢} Deferred tax balances
o Deferred tax assets/{Habilities) arise from thefollowing:
o , Opening  Opening. Charge to Closing
31 December 2013 Balance  Adjustment Tncome Balance
K K K X
o Temporary differences: '
Property, plasit & equipment 234,719 - 2,151 236,870
Provision for doubtful debt 758,173 - 786,293 1,044,466
b Provision for audit fees 38,512 - (51) 38,461
Other provisions 313,215 - 73,883 387,102
~ Provisionfor long service leave 35,290 - 7,636 42,926
i Prepaid insurance {59,276) - (54,195) {113,471)
1,320,637 - 318,717 1,636,354
= Presented in the balance sheet as follows;
Deferréd tax asset: K1.,749.825
Deferred tax Hability: K113,471
Opening  Opening Charge to Closing
31 December 2012 Balance  Adjustment Income Balance
bl . K K K K
Temporary differences:
Property, plant & equipment . 252,762 - (18,043) 234,719
Provision for doubtfisl debst 623,163 . 135,010 758,173
Provision for audirt fees 38,512 - - 38,512
QOther provisions 244915 - 68,304 313.219
Provision for long service legve 37,234 - {1,944) . 35299
Prepaid insurance {28,592) - (30,684) (59,276}
- 1,167,994 152,043 1320,637
Presented in the balance sheet as follows:
o Deferred tax asset: K1,378,913
3 Deferred tax liability: K59,276
- 11 Cash and cash equivalents
E ) 31 Dec 2013 31 Dec2012
K K
- Cask on hand & in transit . 6,154,984 6,783,981
Exchange Settlement Account - BPNG . 33,968,880 93,152,208
Nosiro Accounts 9,272,569 7,703,736
49,396,433 109,639,925
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12

(a)

®)

13

14

Loans and advances to customers

Net Loans and Advances
Overdrafts

Termloans

Housing loans

Festival loans

Gross loans and advances

Less:

Provision for doubtful debts
Suspended interest

Net Inans and advances

Provision {or déubtful debis

Specific Provisien

Opening balance

Change in provisions for the year (Note 13)
Closing balance

Collective Provisien

Opening balance

Change in provistons for the year (Note 13)
Closing balance

Total provision for deubtful debts
Doubtful debt expense

Provision movement anaiysié

Wew and increased previsions

Daubtiul debt expense

Investment securities

Central bank bills
Less: Discount )

23

31 Dec 2013 31 Dec2012
K K
46.361,104 34,084,304
59,934,339 54,318.977
21,602,642 12,930,074
48,276 43,783
127,946,361 101,377,138
(3,481.554) {2,527.244)
(97,513) :
124,367,294 98,849,894
287,951 -
2,527,244 2,077,208
666,359 450,036
3,193,643 2,527,244
3,481,554 2,527,244
954,310 450,036
954,310 450,036
330,610.000 261,500,000
{1,123,702) (1,229,321)
329,486,298 260,270,679
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b
n

Regulatory deposits

Regulatory deposifs

31Dé 2013 31 Dec2012
X K
29,994,030 23,655,920

Regulatory deposit répresents mandatory balance, éq‘ﬁiﬂ to 9 per cent of a Bark's time and demand
deposits and other prescribed liabilities, required to be maintained in a non-interest hearing aceount with
the Ceniral Bank - Bank of Papua New Guinealn addition the Bank is also réguired fo mainiain a
Minimum Liquid Asset Ratio (MLAR), at 25 per cent of its time and demand deposits and other
linbilities, in the form of cash and Bank balances, treasury bills and other prescribed liquid assets, The
Bank s in complance with these requirements.

16 - Property, plant and equipment

Cost

Atl Jan 2012
Additions
Disposals

A1 31Dec 2012
Additions
Disposaly
At31Dec 2013
Depreeiation -

At FJan 2012
Charge for the vear
Disposals

Ar31 Dec 2012

Charge for the year
Disposals

At 31 Dec 2013

Book Valug
At 31 Dec 2012

At31 Dec 2013

LeaseholdImp Furnit#re Motor DMechanical Data Electrical TOTAL
rovement Fiftings & Vehicle & Processing & Security
Eguipment Engineering
Equipment
K K K K K K K
1,049,110 347,637 433,845 94,578 887,599 196,481 3,009,250
- 34429 318313 - 133,343 219 486,304
1,049,116 382,066 752,158 024,578 1,620,942 196,700 3,495,554
2,331,683 85,982 2’1%9({0 - 398,670 - 3,094,155
- - {156,510} - (3,115 - (199,625)
3,380,713 468,048 833,548 54,578 1416497 196,700 6,390,084
1,025,196 272,713 433,845 31,681 750,179 89,971 2,606,985
13,298 10,977 47,993 9,063 31,653 (386 112,600
1,042,494 283,696 481,840 40,144 781,832 89,585 2,719,585
99,017 38280 100,157 9458 51,733 18062 316,707
- - (196,310} - {3,118 - {196,623)
1,141,511 321,970 385487 49,602 830,456 107,647 2,836,667
6,616 08376 270318 54,434 239,110 107,115 775969
2,239,202 146,078 448,061 44,976 586,047 89053 3,553,417
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17 Other assets
‘Prepaid tax
Clearing suspense
Other assels

18 Deposits from customiers
Savings
- Bearing interest
- Not bearing interest
Fixed deposits
- Bearing interest
Term deposit of customers

31 Dec 2013

31 Dec 2012

The maturity structure of fixed deposits and sources of deposits from customers are as follows:

Materitv strugture of fixed deposits

Due within six months
Six months to one year
One vear to three years
Three years to five years
After five years

Soufces. of deposits;

Govc—;mmént and statutory bodies

Business enterprises
Individuals
Others

19 Provisions
Employee provision
Other provisions

200 Due to sther banks
Inter banks pavable

21 Due from other banks
Due from other banks

671,071 671,071
514,581 160,589
4,222,898 325,115
5,408,550 1,156,775
22,148,632 18,237,835
239,335,683 217,164,042
66,631,481 60,802,718
328,115,796 296,204,615
50,326,777 41,104,309
16.304.704 14,855,766
- 4,842,643
66,631,481 60,802,718
60,125 70,413
233,465,781 206,049,453
93,349,587 90,048,397
1,240,303 16,352
328,115,796 296,204,615
143,086 - 117,634
1,418,543 1,172,436
1,561,629 1,290,070
189,530 13,660,426
1047302 3361723
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24

31 Dee 2013 31 Dec 2012

K K
Other liabilities
Remittances payable ‘ 24,048,352 19,669,282
Uneamed commission 1,006,270 402,292
Accrued interest and uncarped discounts 8,766 7.912
Other credifors 1,139,469 1,726,189
o 26,202,857 21,805,675
Share capital
Issued ordinary share eapital
Shares in isSue-at 31 December 5,000,000 5,000,000
5,600,000 5,000,000

In accordance with the provisions of the Companies Act 1997 the share capital does not have a par value,
Al issued shares are fully paid.

Capital Adequacy Ratis:

The Baak of Papua New Guinea (BPNG) hias adopted a risk-based capital adequacy framework for banks
and financial ingtitutions based in PNG consistént With the recommendations of theé Basel Comnrittes om
Banking Supervision. This approach requires eligible capital to be divided by fotal risk weighfed assets
(both on and off-balance sheet) with the resultant ratio used as a measure of a ban’s capital adequacy,

Capital is.divided into tier 1, or "core” capital and tier 2 "supplementary” capital with eligible tier 2 capital
restricted to 100% of tier 1capital, Under the BENG guidelines banks must maintain a ratio of qualifving
capital to risk weighted assets of at ledst 12 per cent, effective 31 December 2060.

The measurement of risk-weighted assets is based on a credit risk-based approach wherein risk weightings
are applied to balance sheet assets and credit converted off bslance sheet exposures. Categories of risk
weights are assigned based upon the nature of the counter party and the relative liguidity of the assets
concerned. Market and other risks are not incorporated, other than in respect of foreign exchange contracts,

Dec-13 ) Dec-12
K000 K'000
Qualifving capital .
Tier 1 ~ Core Capital 146,229 122,344
Tier 2 ~ Supplementary Capital 38.247 25,284
Total 184476 ' 147,630
Risk weighted assets
On balance sheet 134211 115,851
Off balance sheet 16,317 14,308
Total risk weighted assets 150,528 - 136,159
Capital adequacy ratio 123%  113%

26
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25

{a)

)

Financial instruments

Accounting policies for financial instruments are disclosed in Note 3. Financial risk management is

disciosed in Note 4..

Fuair valie measurement

The carrying valuss of the Bank’s financial assets and liabilities as reflected in the statement of financial

position and related nofes approximate their fair values.

Firnancial assets:

Cash and cash equivalents

Loans and advalices to customers
Treasury bills

Regulatory depoéi,ts

Due from other banks

- Otherassets

Financial liabilities
Depaosits from customers
Due to-other banks

Other liabilities

Credit risk

2013 2012
Carrying Fair’ Carrying Fuir
values, values values values
K K K X
49,396,433 49,396,433 109,639,925 169,639,925
123,361,024 . 123,361,024 08,447,602 08.447,602
329,486,298 329,486,298 260,270,679 260,270,679
29,994 930 29,994,930 23,655,920 23,655,920
1,947,302 1,947,302 3,361,723 3,361,723
3,713,487  3.713.487 121.659 121,659
537,899,4’74 537,899,474 495,497,508 495,497 508
45,769,888 45,769,888 109,639,925 109,639,925
329,486,208 329,486,298 260,270,679 260,270,679
26,202,857 26,202,857 21,805,675 21,805,675
441,459,043 401,459,043 391,716,279 391,716,279

The carrying amount of financial assets represents the maximum credit exposurg. The maximum exposure

to credit risk at the reporting date wast

Cash and cash equivalents
Treasury bills
Regulatory deposits

Loans and advances to customers {net)

31 Dec 2013 31 Pec2812
K K
49.396,433  109.639,925

329,486,298 260,270,679
29,994,930 23,655,920

124,367,294 98,849,894

233,244,955 492,416,418
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o

(c)

Maturity distribution and concentration of credit visk

I, Maturity analysis of gross loans and advances on refaining term i maturity

The mexinmun exposure to ciedit risk for loans and receivables.at the reporting date, in rerms of

geographic region, was only concentrated to Papua New Guinea are shown below.

31 Dec 2013 31 Dee 2012
K X
Agriculnire - -
Conmumercial 48,285,936, 42,324 501
Manufacturing 7,923,223 7,427,613
Rea] estate construction & mortgages 37,093,325 21,667,592
Transpert 6,418,980 7.305,973
Mining & Quarrving = 4,870,214
Forestry 10,388,676 9,520,715
Consumer credifs 17,836,221 8,260,530
127,946,361 101,377,138
. Concentration of credit risk by industry anulysis — gross loans and advances
Overdrafts 45,965,923 33295718
Less than 3 montbs 202,227 434,43
Between 3 months (o 12 months 50,783 43,783
Between 1year 1o 3 vears 11,365,667 17,711,266
More than 5 years 70,361,759 49,891,940
127,946,361 101,377,138
iit. The movement in the allowance for impairment in respect of loans and advances.
Opening balanee 2.527,244 2,677,208
Impainment recognized during the year 954,310 450,036
Closing balance 3,481,354 2,527,244
Credit quality of financial assets
2813 Neijther past
due nor Past due but
, impaired  not impaired Impaired Total
Cash and cash equivalents 49,396,433 - - 49,306,433
Loans and advances to customers 127,378,460 - 575,901 127,946,361
Irfvestment securities 329,486,298 - - 329,486,298
Regulatory deposit 29,994,930 - - 29,994,930
Due from other banks 1,947 302 - - 1,947,302
Total 338,195,423 - 575,901 538,771,324
Less: Suspended interest {97.513) - - {97,513)
Allowance for impairment - ' -
and credit losses (3:193,603) (287.951) {3,481,554)
534,904,307 - 287,950 535,192,257
28
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25 TFinancial instrument (cont’d)

2612

-Cash and cash equivalents

Loars and advanices to custonzers

Ivestment securities

Regulatory deposit

Due from other banks

Total

Less: Suspended.interest
Allowance for mpairment
and credit losses

Liguidity risk
The following are the contractual

(#)

Neither past
due nor Past due but

impaired  notimpaired Impaired Toral
105,639,825 - - 109,639,925
101,377,138 - - 101,377,138
260,270,679 - - 260,270,679
23,655,920 - - 23,655,920
3361723 - - 3,361,723
498.305,385 - - 498,305,385
(2,527,244) - - {2,527,244)
495,778,141 - - 495,778,141

madurities of financial lizbilities, including estimated interest payments
and excluding the impact of netting agreements (Amounts m K000)

Mare than 5

At 31 December 2013 Carrying  Contracted  Eess than 1.2 years 2-5 years
Amount  Cashflows  one year years
K000 K000 K000 K000  K'000 K000
Deposit from custemers 328,116 328,116 328,116 - - -
Due t other banks 190 190 190 - - -
Other liabilities & provisions 26,203 26,203 26,203 - - -
Tatal 354,509 354,509 354,509 - ~ -
At 31 December 2012 Carrying  Contracted  Less than  1-7 years 2-5 years More than 5
Amount Cashflows one year years
) K000 K000 K000 K 000 K000 K000
Deposit from customers 256,205 296,205 296,205 - - -
Due to inter banks 13,660 13,660 13,660 - - -
Cther liabilities & provisions 21.806 21,806 21,806 - = -
Total 331,671 331,671 331,671 - - -
(e} Currency risk
The Bank'’s exposure to foreign currency risk was as follows based on notional amounts:
At 31December2013: Uss PHP SGD Others
Cash and eaSh equivalents 7,170,745 1,703,322 200,305 59,875
Interbank receivables , - - - .
Gross balance sheet exposure 7,170,745 1,703,322 200,305 59,875

Iéss: Forward foréigm
exchange contracts
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Net exposiire 7,170,745 1,703,322 200,305 59,875

25 Financial instrument (cont’d)

. At 31 December2012: - v ‘US§ PHP v SGD Cthers
Cash & cash eguivalents. 5,551,465 920,834 594,776 64_7,452
Interbank payables A {13,408,776) ' - -

Gross balance sheéet exposure (1,857,311) 28,854 594,776 647,452
Less: Forward foreign - - -

exchange contracts

Net exposure (7.857,311) 920,854 594,776 647,452

The significant exchange rates applied during the year were as follows:

Average rate Spot rate
Cuosrency 31 Dec 2013 31 Dec 2012 31 Dec 2013 3] Dec 2012
USss$ 0.3960 04795 0.3660 0.4570
PHP 16.9199 19.4500 16.1699 18.7000
SGD 0.4856 0.5809 0.4631 0.5584

The Bank’s exposure to foreign currency risk is minimal as it does not have assets or liabilities denominated
in foreign currencies except for Nostro accounts which are the bank’s foreign currency accounts muintained

‘with foreign correspondent banks. or branches. The Nostro accounts represent less than two percent of the

Bank’s total assets thus no sensitivity analysis is prepared.

{f) Interest rate risk

No sensitivity analysis is prepared as the Bank doés not expect any material effect on its profit or loss arising
from the effects of reasonably possible changes in the interest rates on interest-bearing financial instruments at
the end of the financial reporting period. The Bank’s inyestment securities are only held with the Bank of
Papua New Guinea:

26, Maturity analysis

Less than one Between one After

At 31 December 2013: year and five vears  five years Total

Cash &Cash equivalenis 49,396,433 - - 49,396,433
‘Loans& sdvances to custorers 46,218,935 11,365,667 70,361,759 127,946,361
Investmient Securities , 330,610,000 - - 330,610,000
Other assets ' ‘ 5,408,550 - - 5,408,550
Total assets 431,633,018 11,365,667 70,361,759 513,361,344
‘Deposit from customers 328,115,796 - - 328,115,796
Other liabilities 26,202,857 - - 26,202,857
Total lizhilities . 354,318,653 - - 354,318,653
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26 Finaxcial instrament {cont’d)..

At 31 December 2012:

Cash &Cash equivalents
Loans & advances to custoniers
Investment securities

Other assets
Total assets

Depasit from customers
Other labilittes

Total liabilities

Less than one: Betweenone  After
year and five years  five vears Total

‘109,639,925 - ‘ - 109,639,925
33,773,932 17,711,266 49,891,940 101,377,138
261,500,000 - - 261,300,000
1,156,775 - - 1,156,775
406,070,632 17,711,266 49,891,940 473,673,838
291,333,693 4,870,922 - 296,204,896
21,805,673 - - 21,805,675
- 318,010,290

313,139,368 4,870,922

27 Commitments:
Thére are no capital énd lease commitments during the year,

28 Centingent liahilities

The Bank guarantees the performance of customers by issuing stand-by letters of eredit and guarantees
to third parties. The risk involved is essentially the same as the credit risk involved in extending loan
facilities to customers, therefore these transactions are subject to the same credit origination, portfolio
-maintenance and collateral requirements applied to customers applying for Joans. As the facilities may
expire without being drawn upon, the notional amount does not necessarily reflect future cash
requirements. The credit risk of these facilities may be less than the notional amount but as.it cannot be
acourately deternined, the credit risk has been taken as the conract notidonal amount:

31 Dec 2013 31 Dec 2612
K K
Documentary letters of credit 9,011,100 1,178,991
Performance guaranteg 27,307,366 28,522,415
Other contingent liabilities 5,081.374 4,294,487
41,399,840 33,995,893

29 Related parties
During the course of the financial year under review, the Bank conducted various transactions with its
parent and ultimate company, Malayan Banking Berhad and other related entities on normal commercial
terms and conditions. Following is a brief description of the nature of transactions entered into by the
Bank with its parent and other related parties:

{(a)

by

the Bark operates various. operating -accounts. ‘with its parent company dnd fellow
subsidiaries in addition to call deposits. These accounts are operated in accordance with

norma} interbank terms and conditions and interest is charged or received on an arm’s length

basis.

personmel are seconded from the parent company, the personnel costs are borne by the Bank;
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29 Related parties (count’d)
. {c) 1he parent company provides technical and-specialised support in areas as _ﬁnancc; human
- ' resources, training and. technology and systems and the costs associated with that are
atlocated and charged to the Bank.

(d) the Baok coniducts normal banking transactions with and from various fellow affiliates and
subsidiaries, These transactions are conducted as part of the normal banking and are on an
arms length basis.

Disclosed below are the nosire andvostro account balance as at 31 December with the parent and fellow
subsidiaries of Maybank (PNG) Lid.

31 Dec 2013 31 Dec 2012

Nostro Accounts
o Maybank Malaysia 30,782 30,782
: Maybank London 61,873 36,364
Maybank Singapore 200,305 594,776
= Maybank Hongkong 253 3,490
E - Maybank Philippines 1,703,322 5,773,042
Maybank New York 3,626,545 -
' ‘ 5,623,080 6,438,454

Vaustra Acconnts

- Maybank Malaysia 333,459 897,431
Mayhank Sirigapcre: 16,399 16,399

- Maybank New York - 13,408,776

354,858 14,322,606

i Directors’ remurieration and other benefits

‘No director was a shareholder of the company at 31 December 2013 and none had any material interest
n any contract or arrangement with the company or any related entity during the year.

- *Directors’ remuneration, including the value of benefits, received during the yvear, is as foliows:

31 Dec 3013 31 Dec2012

K K
MraAlister Maitland Non -~ executive:Dirgctor . 95,454 182,883
#y o MrGeoff Stecyk Executive Director 48,853 71,701
M. Lee Tien Poh Exceutive Director 16,132 92,626
Mr Joshna Kalinoe ‘Non ~ executive Ditector 24,974 -

185,413 347,210
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29 Related parties (cont’d)
- i Compensation of key management personnel
The pumber pf employees (not including directors) whose remuneration, including beneﬁts, was withm
the speciﬁed bands are as.follows;
: 31Dec2013 . 31 Dec2012
K K
= K350,001 — K400,000 1 1
© K400,001 —X450,000 1 1
= K450,001 - K500,000 2 2
' K500,001 — K550,000 . .
e B K550,00F — K&00,000 : - -
| K.600,001 ~ K650,000 | 1 1
i - '
i ifi. 5}73&3&*{?*&\:&*;’11).‘51}@" remunergtion in aggreguie
— Primary Post - employment Total
Year Salary & fees  Bonus Mon Super Prescribed | Other
A K maonetary | annuation | benefits
[ K K K K K K
: 31 Dee 2013 1,258,881 - 1,262,143 - - - 2,521,024
g 31 Dec2012 1,004,849 - 976,837 - - . 1,981,686
Related party transactions
== The Bank enters into renting transactions with Mayban Property(PNG) Limited, & related party, in the normal
[ course of business. These transactions are on normal commercial terms and conditions.
=8 The monthly rental fee charged by Mayban Propeny(PNG) Limited to Maybank (PNG) Limited amount to
' K22,177 per month inclasive of GST.
o As at 31 December 2013, there were no amounts outstanding owed by Maybank (PNG) Lid to Mayban Property -
i {PNG) Limited in respect of rental fees,

isd
W)
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30 Operating lease arrangements

33

Fhe Bank as lessee

Operating lease relates to lease of building from Mayban Property, & related company. The lease has no

expiration date and management expect that this will continue for a foreseeable future. The Bank does not.

have anoption 1o purchase the leased building.

31 Dec 2013 31 Dec 2012
K K
Payments recognised asan expense 241,931 241,931

. Events after balance slieet dafe

There bas not been any matter or circumstances, other than that referred fo in the {inancial statements or
notes thereto, that has arisen since the end of the reporting period, that has significantly affected, or may
significantly affect the operations of the Bank, the results of those operations, or the state 01 affairs of the
Bank in future reporting periods.

> Number of employees

The number of employees at the end of the year was 52(31 Dec 2012:50).

Reptuneration of anditers

31 Dec 2013 31 Dec2012
K K
Audit of the firtancial report 115,000 115,000
Other non audii services, 26,500 24,000

The auditor.of Maybank (PNG) Ltd is Deloitte Touche Tohmatsu.
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