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Directors’ 
report

The Directors have pleasure in submitting their report and the audited financial statements of the Group and the Company for the 
financial year ended 31 December 2012. 

priNcipAL ActiVities 

The principal activity of the Company is investment holding. 

The Group subsidiary companies are Cagamas Berhad ("Cagamas"), Cagamas MBS Berhad ("CMBS"), and Cagamas SRP 
Berhad ("CSRP"). During the year, Cagamas MGP Berhad ("CMGP") (formerly known as Cagamas HKMC Berhad ("CHKMC")) 
which had previously been a joint-venture company became a subsidiary company of the Group, following the purchase of the 
remaining shares in CHKMC by the Company. 

The principal activities of Cagamas consist of purchase of mortgage loans, personal loans and hire purchase and leasing debts 
from primary lenders approved by Cagamas and the issue of bonds and notes to finance the purchases. Cagamas also purchases 
Islamic financing facilities such as home financing, personal financing and hire purchase financing and funded by issuance of 
Sukuk. 

The principal activities of CMBS consist of purchases of mortgage assets and Islamic mortgage assets from the Government of 
Malaysia ("GOM") and issuance of residential mortgage-backed securities ("RMBS") and Islamic residential mortgage-backed 
securities ("IRMBS") to finance the purchases. 

The principal activities of CMGP consist of the provision of mortgage guarantee and mortgage indemnity business and other form 
of credit protection. 

The principal activities of CSRP consist of mortgage guarantee and mortgage indemnity business and other form of credit 
protection in relation to My First Home Scheme ("Skim Rumah Pertamaku") initiated by the GOM. 

Other than as declared above, there was no significant change in the nature of these activities during the financial year. 

FiNANciAL resULts 

 Group company 
       rM’000 rM’000 

Profit for the financial year     413,160 99,308 

DiViDeNDs

The dividends paid by the Company since 31 December 2011 were as follows:-

In respect of the financial year ended 31 December 2012:  rM’000

- a first interim dividend paid on 7 May 2012     16,875
- a second interim and special dividend paid on 1 November 2012      28,125

        45,000

reserVes AND proVisioNs

All material transfers to or from reserves and provisions during the financial year are shown in the financial statements.

rAtiNG proFiLe oF tHe BoNDs AND sUKUK 

RAM Rating Services Berhad (“RAM”) assigned a rating of AAP/P1 to the bonds, notes and Sukuk issued by the Group. Malaysian 
Rating Corporation Berhad (“MARC”) has assigned ratings of AAA/AAAID and MARC-1/MARC-1ID to the bonds, notes and Sukuk 
issued by the Group. In addition, RAM and MARC have also assigned ratings of AAA and AAA/AAAID/AAAIS respectively to the 
assets-backed Fixed Rate Serial Bonds and Sukuk Musyarakah issuance. 
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reLAteD pArtY trANsActioNs 

Most of the transactions of the Group involving mortgage loans, hire purchase and leasing debts, Islamic financing facilities as 
well as issuance of unsecured debt securities and Sukuk are done at arm's length with various financial institutions including that 
of substantial shareholders of the Company. 

Directors 

The Directors who have held office during the financial year since the date of the last report are as follows: 

Dato’ Ooi Sang Kuang (Chairman)
Datuk George Ratilal
Dato’ Charon Wardini Mokhzani
Dato’ Sri Abdul Wahid Omar
Tan Sri Dato’ Sri Tay Ah Lek
Cheah Tek Kuang
Marzunisham bin Omar

In accordance with Articles 19.13 and 19.14 of the Company's Articles of Association, Dato’ Ooi Sang Kuang and Dato’ Sri Abdul 
Wahid Omar retire by rotation at the forthcoming Annual General Meeting and, being eligible, offer themselves for re-election. 

Directors' BeNeFits 

During and at the end of the financial year, no arrangements subsisted to which the Group and the Company is a party, being 
arrangements with the object or objects of enabling the Directors of the Group and the Company to acquire benefits by means of 
the acquisition of shares in, or debentures of the Group and the Company or any other body corporate. 

Since the end of the previous financial year, no Director has received or become entitled to receive a benefit (other than Directors' 
remuneration as disclosed in Note 34 to the financial statements) by reason of a contract made by the Company or a related 
corporation with the Director or with a firm of which the Director is a member, or with a company in which the Director has a 
substantial financial interest. 

Directors' iNterests iN sHAres AND DeBeNtUres 

According to the register of Directors' shareholdings, the Directors in office at the end of the financial year did not hold any interest 
in shares or options over shares in the Company or shares, options over shares and debentures of its related corporations during 
the financial year. 

stAtUtorY iNForMAtioN oN tHe FiNANciAL stAteMeNts 

Before the income statement and statement of financial positions of the Group and the Company were made out, the Directors 
took reasonable steps: 

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

(b) to ensure that any current assets, other than debts, which were unlikely to realise in the ordinary course of business, their 
values as shown in the accounting records of the Group and the Company had been written down to an amount which they 
might be expected so to realise. 

Directors’ report (continued)
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stAtUtorY iNForMAtioN oN tHe FiNANciAL stAteMeNts (coNtiNUeD)

At the date of this report, the Directors are not aware of any circumstances: 

(a)  which would render the amounts to be written off for bad debts or the amount of the allowance for doubtful debts in the 
financial statements of the Group and the Company inadequate to any substantial extent; or 

(b)  which would render the values attributed to current assets in the financial statements of the Group and the Company 
misleading; or 

(c)  which have arisen which render adherence to the existing method of valuation of assets or liabilities of the Group and the 
Company misleading or inappropriate. 

At the date of this report, there does not exist: 

(a)  any charge on the assets of the Group and the Company which has arisen since the end of the financial year which secures 
the liability of any other person; or 

(b)  any contingent liability of the Group and the Company which has arisen since the end of the financial year. 

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

At this date of this report, the Directors are not aware of any circumstances not otherwise dealt with in this report or the financial 
statements which would render any amount stated in the financial statements misleading or inappropriate. 

In the opinion of the Directors: 

(a)  the results of the operations of the Group and the Company's operations during the financial year were not substantially 
affected by any item, transaction or event of a material and unusual nature; and 

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

AUDitors

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

Signed on behalf of the Board of Directors in accordance with a resolution of the Board of Directors. 

DAto’ ooi sANG KUANG tAN sri DAto’ sri tAY AH LeK
CHAIRMAN DIRECTOR 

Directors’ report (continued)
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 Group  company

    31 December  31 December  1 January  31 December  31 December  1 January
   Note  2012  2011  2011  2012  2011  2011
    rM’000  rM’000  rM’000  rM’000  rM’000  rM’000

Assets       
Cash and short-term funds  5  710,969  479,219  150,788  790  458  551 
Deposits and placements with       
 financial institutions  6  365,349  323,394  81,722  542  688  350 
Derivative financial instruments  7  1,115  - 2,848  - - -
Available-for-sale investment securities  8  2,150,695  2,062,487  1,489,594  - - -
Amount due from counterparties  9  3,696,142  4,307,044  4,325,110  - - -
Islamic financing debts  10  8,076,861  6,879,635  6,854,347  - - -
Mortgage assets       
- Conventional  11  9,659,351  10,510,760  11,384,572  - - -
- Islamic  12  7,124,273  7,434,894  7,696,191  - - -
Hire purchase assets       
- Conventional  13  9  52  761  - - -
- Islamic  14  15,937  21,221  25,463  - - -
Amount due from SPE   - 67  62  - - -
Other assets  15  36,171  36,093  42,879  89  - -
Property and equipment  16  4,363  4,311  5,363  - - -
Intangible assets  17  9,552  11,796  13,943  - - -
Deferred taxation  18  12,688  13,810  5,170  - - -
Tax recoverable   175  - - 12  - -
Investment in subsidiaries  19  - - - 4,185,663  4,081,628  3,981,628 
Investment in SPE  20  - - - - - -
Interest in a joint venture company  21  - 53,079  51,852  - 50,000  50,000 
Amount due from subsidiary   - - - - - 133,335 

totAL Assets  31,863,650 32,137,862 32,130,665 4,187,096 4,132,774 4,165,864 

LiABiLities       
Unsecured bearer bonds and notes  22  9,217,450  9,868,021  10,039,490  - - -
Sukuk  23  11,707,559  10,585,467  10,651,329  - - -
Derivative financial instruments  7  53,741  58,278  46,813  - - -
Residential mortgage-backed securities  24  3,195,295  3,842,781  4,135,420  - - -
Islamic residential mortgage-backed      
 securities  25  2,865,314  3,382,798  3,382,798  - - -
Deferred guarantee fee income   1,038  748  - - - -
Deferred Wakalah fee income   420  219  - - - -
Deferred taxation  18  474,569  429,539  368,789  - - 33,335 
Provision for taxation   23,441  15,374  13,272  - - 64 
Other liabilities  26  63,079  63,642  13,473  21  5  10 
Amount due to a subsidiary   - - - - 2  2 

totAL LiABiLities   27,601,906  28,246,867  28,651,384  21  7  33,411 

represeNteD BY:       
Share capital  27  150,000  150,000  150,000  150,000  150,000  150,000 
Reserves  28  4,111,744  3,740,995  3,329,281  4,037,075  3,982,767  3,982,453 

SHAREHOLDERS' FUNDS   4,261,744  3,890,995  3,479,281  4,187,075  4,132,767  4,132,453 

totAL LiABiLities AND      
 sHAreHoLDers' FUNDs   31,863,650  32,137,862  32,130,665  4,187,096  4,132,774  4,165,864 

Net tANGiBLe Assets       
 per sHAre (rM)  36  28.35  25.86  23.10  27.91  27.55  27.55 

stAteMeNt oF
FiNANciAL positioN
As at 31 December 2012
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 Group company

   31 December 31 December 31 December 31 December
  2012 2011 2012 2011
 Note rM’000 rM’000 rM’000 rM’000

Interest income 29 1,005,229 1,047,142 43 31 

Interest expense 30 (625,996) (652,088) - - 

Income from Islamic operations 48 198,748 234,204 - - 

Non-interest income/(expense) 31 1,469 (773) 132,502 30,500

  579,450 628,485 132,545 30,531
Administration and general expenses  (21,008) (20,089) (90) (63)
Personnel cost  (18,376) (18,020) - -
Share of profit in a joint venture company 21 1,127 1,112 - -

operAtiNG proFit  541,193 591,488 132,455 30,468
Purchased goodwill written off 19 142 - - -
Writeback of allowance for impairment losses 32 10,577 - - -

proFit BeFore tAXAtioN AND ZAKAt 33 551,912 591,488 132,455 30,468
Zakat  (1,118) (2,260) - -
Taxation 35 (137,634) (147,120) (33,147) (7,654)

PROFIT FOR THE FINANCIAL YEAR  413,160* 442,108* 99,308 22,814

EARNINGS PER SHARE (SEN) 36 275.44 294.74 66.21 15.21

DIVIDEND PER SHARE (SEN) 37   30.00 15.00

* As set out in Note 49 to the financial statements, profit for the financial year of the Group includes profit from CMBS of 
RM190,071,000 (2011: RM212,088,000) that may be subject to a discretionary bonus fee to the GOM after full settlement of the 
RMBS/IRMBS.

iNcoMe
stAteMeNt
For the Financial Year Ended 31 December 2012
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stAteMeNt oF
coMpreHeNsiVe iNcoMe
For the Financial Year Ended 31 December 2012

 Group company

     31 December 31 December 31 December 31 December
    2012 2011 2012 2011
    rM’000 rM’000 rM’000 rM’000

Profit for the financial year  413,160  442,108  99,308  22,814

Other comprehensive income/(loss): 

Available-for-sale investment securities 
 - Net (loss)/gain on fair value changes 
   before taxation   (1,945) 4,915   -   -
 - Deferred taxation   486   (1,252)  -   -

Cash flow hedge 
 - Net gain/(loss) on cash flow hedge 
   before taxation   5,425   (15,274)  -   -
 - Deferred taxation   (1,357)  3,602   -   -
 
Share of other comprehensive (loss)/income in 
 a joint venture company   (20)  115   -   -

Other comprehensive income/(loss) for the 
 financial year, net of taxation   2,589   (7,894)  -   - 

Total comprehensive income for the financial year  415,749  434,214   99,308   22,814
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statement of changes in equity
For the Financial Year Ended 31 December 2012 (continued)

   issued and 
   fully paid 
   ordinary 
    shares Non- 
    rM1 each  Distributable Distributable 

    share 
company   premium 
    share   relief   retained  
rM’000 Note  capital   reserves   profits   total 
 
Balance as at 1 January 2012  150,000  3,831,628  151,139  4,132,767  

Profit for the financial year   -   -   99,308   99,308 
 
Other comprehensive income   -   -   -   - 
 
Total comprehensive income for the financial year   -   -   99,308   99,308 
 
Special dividends in respect of financial year 
 ended 31 December 2012 37 - -  (22,500) (22,500)

First interim dividends in respect of financial year 
 ended 31 December 2012 37   -   -   (16,875) (16,875)
  
Second interim dividends in respect of financial 
 year ended 31 December 2012 37  -   -   (5,625) (5,625)

Balance as at 31 December 2012 27 & 28  150,000   3,831,628   205,447   4,187,075 
 

Balance as at 1 January 2011  150,000  3,831,628  150,825  4,132,453 
 
Profit for the financial year   -   -   22,814   22,814 
 
Other comprehensive income   -   -   -   - 
 
Total comprehensive income for the financial year   -   -   22,814   22,814 
 
First interim dividends in respect of financial year 
 ended 31 December 2011 37   -   -   (16,875) (16,875)
       
Second interim dividends in respect of
 financial year ended 31 December 2011 37   -   -   (5,625) (5,625) 
     

Balance as at 31 December 2011 27 & 28  150,000   3,831,628   151,139   4,132,767 
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 Group company

      31 December 31 December 31 December 31 December
     2012 2011 2012 2011
    Note rM’000 rM’000 rM’000 rM’000
operAtiNG ActiVities 
 
Profit for the financial year   413,160  442,108  99,308  22,814 

Adjustments for investment items and 
 items not involving the movement of  
 cash and cash equivalents: 

Amortisation of premium less accretion  
 of discount on available-for-sale  
 investment securities  (2,031) 1,678   -   - 
Amortisation of premium less accretion of  
 discount on Islamic debt securities  (2,968)  (2,486)  -   - 
Accretion of discount on mortgage  
 assets - Conventional  (266,879)  (283,338)  -   - 
Accretion of discount on mortgage 
 assets - Islamic  (150,790)  (179,100)  -   - 
Accretion of discount on hire purchase  
 assets - Conventional  (1)  (10)  -   - 
Accretion of discount on hire purchase  
 assets - Islamic  (485)  (2,639)  -   - 
Income from Islamic debt securities  (96)  (828)  -   - 
Interest income  (712,366)  (762,096)  -  - 
Income from Islamic operations  (625,059)  (650,029)  -   - 
Interest expense  625,996  652,088   -   - 
Profit attributable to Sukuk holders  588,034  596,784   -   - 
Guarantee fee expense  (161)  (1)  -   - 
Wakalah fee expense  51  104   -  -
Management fee  (500)  (500) (500) (500)
Depreciation of property and equipment  1,065  1,126  -  - 
Amortisation of intangible assets  2,508  2,631  -  - 
Gain on disposal of property and equipment  (112)  (26) -  - 
Gain on disposal of available-for-sale  
 investment securities  (4,159)  (4,948) -  - 
Allowance for impairment losses on mortgage
 and Islamic mortgage assets  (10,578) - - -
Unrealised loss on revaluation of IRS  -  3  -  - 
Purchased goodwill written off  (142) - - -
Share of profit in a joint venture company  (1,127)  (1,112) -  - 
Taxation   170,634  154,620  33,147 7,654 
Zakat   1,118  2,260   -   - 

Operating profit/(loss) before working capital changes  25,112  (33,711) 131,955  29,968 

stAteMeNt oF
cAsH FLoW
For the Financial Year Ended 31 December 2012
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statement of cash Flow
For the Financial Year Ended 31 December 2012 (continued)

 Group company

      31 December 31 December 31 December 31 December
     2012 2011 2012 2011
    Note rM’000 rM’000 rM’000 rM’000

Decrease in amount due from
 counterparties   605,546 24,262   -   - 
Increase in Islamic financing debts  (1,190,455)  (18,730)  -   - 
Decrease in mortgage assets - 
 Conventional  1,048,214  1,173,144   -   - 
Decrease in mortgage assets -
 Islamic   455,529  435,076   -   - 
Decrease in hire purchase assets - 
 Conventional   382 1,463   -   - 
Decrease in hire purchase assets - 
 Islamic  6,186  7,279   -   - 
(Increase)/decrease in other assets  (5,346)  817   (88)   - 
Decrease in amount due 
 from subsidiary   - -  -  133,335 
Decrease in unsecured bearer bonds 
 and notes   (645,000) (165,000) -  - 
Increase/(decrease) in Sukuk  1,111,265  (79,180) -  - 
Decrease in residential mortgage- 
 backed securities  (649,971)  (292,638) -  - 
Decrease in Islamic residential mortgage -
 backed securities   (519,968) -  -  -
Increase/(decrease) in other liabilities  397  16,272  13 (33,340)

Cash generated from operating activities   241,891  1,069,054  131,880  129,963 

Profit received from Islamic assets  629,374  648,394   -   - 
Guarantee fee paid  (13)  (19)  -   - 
Wakalah fee paid  (102)  (108)  -   - 
Management fee received  500  500  500  500 
Fee income received  711  991  - -
Interest received  761,223  723,284   -  -
Interest paid  (629,078)  (658,558)  -  -
Profit attributable to Sukuk holders  (574,723)  (583,466)  -  -
Payment of zakat  (2,260)  (1,785)  -  -
Payment of taxation  (117,607)  (64,725)  (33,159) (7,718)

Net cash generated from operating activities  309,916   1,133,562  99,221 122,745 
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statement of cash Flow
For the Financial Year Ended 31 December 2012 (continued)

 Group company

      31 December 31 December 31 December 31 December
     2012 2011 2012 2011
    Note rM’000 rM’000 rM’000 rM’000
iNVestiNG ActiVities 
 
Purchase of available-for-sale  
 investment securities  (4,431,501)  (3,235,490)  -   -
Sale of available-for-sale investment  
 securities  4,389,587  2,678,389   -   -
Derivative financial instruments  (225)  (964)  -   -
Purchase of property and equipment  (1,121)  (74)  -   -
Purchase of intangible assets  (264)  (484)  -   -
Investment in a subsidiary, net of cash acquired  18,668  -   (54,035) (100,000)
Proceeds received from disposal of  
 property and equipment  111  26   -   -
Income received from available-for-sale  
 investment securities   33,439 16,750   -   -
Income received from Islamic debt securities  95  888   -   -

Net cash generated from/(utilised in) 
 investing activities   8,789   (540,959)  (54,035) (100,000)

 
FiNANciNG ActiVities 

Payment of dividends  (45,000)  (22,500)  (45,000) (22,500)

Net cash utilised in financing activities   (45,000)  (22,500)  (45,000) (22,500)

 
Net increase in cash and cash 
 equivalents   273,705  570,103   186  245
Cash and cash equivalents as at beginning  
 of the financial year   802,613   232,510   1,146   901

Cash and cash equivalents as at end of  
 the financial year   1,076,318   802,613   1,332  1,146

 
Analysis of cash and cash equivalents: 

Cash and short-term funds 5   710,969   479,219   790   458
Deposits and placements with financial  
 institutions 6   365,349   323,394   542   688

      1,076,318   802,613   1,332   1,146
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1. GeNerAL iNForMAtioN

 The principal activities of the Company is investment holding. 

 The Group subsidiary companies are Cagamas Berhad (“Cagamas”), Cagamas MBS Berhad (“CMBS”), Cagamas SRP 
Berhad (“CSRP”) and Cagamas MGP Berhad (“CMGP”) (formerly known as Cagamas HKMC Berhad (“CHKMC”)). 

 The principal activities of Cagamas consist of purchase of mortgage loans, personal loans and hire purchase and leasing 
debts from primary lenders approved by Cagamas and the issue of bonds and notes to finance the purchases. Cagamas 
also purchases Islamic financing facilities such as home financing, personal financing and hire purchase financing and 
funded by issuance of Sukuk. 

 The principal activities of CMBS consist of the purchases of mortgage assets and Islamic mortgage assets from the 
Government of Malaysia (“GOM”) and issuance of residential mortgage-backed securities (“RMBS”) and Islamic residential 
mortgage-backed securities (“IRMBS”) to finance the purchases. 

 The principal activities of CMGP consist of the provision of mortgage guarantee and mortgage indemnity business and other 
form of credit protection. 

 The principal activities of CSRP consist of mortgage guarantee and mortgage indemnity business and other form of credit 
protection in relation to My First Home Scheme (“Skim Rumah Pertamaku”) initiated by the GOM. 

 The Company is a public limited liability company, incorporated and domiciled in Malaysia. 

 The addresses of the registered office and principal place of business is Level 32, The Gardens North Tower, Mid Valley City, 
Lingkaran Syed Putra, 59200 Kuala Lumpur. 

2.  sUMMArY oF siGNiFicANt AccoUNtiNG poLicies 

 The following accounting policies have been applied consistently in dealing with items which are considered material in 
relation to the financial statements. These policies have been consistently applied to all the years presented, unless otherwise 
stated. 

2.1 Basis of preparation

 The financial statements of the Group and the Company have been prepared in accordance with the provisions of the 
Malaysian Financial Reporting Standards (“MFRS”), International Financial Reporting Standards and the requirements 
of the Companies Act 1965 in Malaysia.

 The financial statements of the Group and the Company for the financial year ended 31 December 2012 are the first 
set of financial statements prepared in accordance with the MFRS, including MFRS 1 ‘First-time adoption of MFRS’. 
The Group and the Company have consistently applied the same accounting policies in its opening MFRS statement of 
financial position as at 1 January 2011 (transition date) as if these policies had always been in effect.

 The financial statements of the Group and the Company have been prepared under the historical cost conventional 
unless otherwise indicated in this summary of significant accounting policies.

 
 The financial statements incorporate those activities relating to the Islamic operations of the Group.

 The Islamic operations of the Group refer to the purchase of Islamic house financing debts, Islamic hire purchase debts, 
Islamic mortgage assets and Islamic personal financing from approved originators, issuance of Sukuk under Shariah 
principles, and acquisition, investment and trading of Islamic financial instruments.

Notes to tHe
FiNANciAL stAteMeNts
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2. sUMMArY oF siGNiFicANt AccoUNtiNG poLicies (coNtiNUeD)

2.1 Basis of preparation (continued)

 The preparation of financial statements in conformity with MFRS requires the use of certain critical accounting estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements, and the reported amounts of revenue and expenses during the reported 
financial year. It also requires Directors to exercise their judgement in the process of applying the Group’s accounting 
policies. Although these estimates are based on the Directors’ best knowledge of current events and actions, actual 
results may differ.  

 The areas involving a higher degree of judgement or complexity, or where assumptions and estimates are significant to 
the financial statements, are disclosed in Note 3 to the financial statements.

(a) Standards, amendments to published standards and interpretations to existing standards that are applicable to 
the Group and the Company but not yet effective:

 The Group and the Company will apply the following new standards, amendments to standards and interpretations 
in the following periods:

(i) Financial year beginning on 1 January 2013

•  MFRS 10 “Consolidated financial statements” (effective from 1 January 2013) changes the definition of 
control. An investor controls an investee when it is exposed, or has rights, to variable returns from its 
involvement with the investee and has ability to affect those returns through its power over the investee. 
It establishes control as the basis for determining which entities are consolidated in the consolidated 
financial statements and sets out the accounting requirements for the preparation of consolidated financial 
statements. It replaces all the guidance on control and consolidation in MFRS 127 “Consolidated and 
separate financial statements” and IC Interpretation 112 “Consolidation - special purpose entities”. 

 There is no significant impact arising from the initial aplication of this standard.

•  MFRS 12 “Disclosures of interests in other entities” (effective from 1 January 2013) sets out the required 
disclosures for entities reporting under two new standards, MFRS 10 and MFRS 11, and replaces 
the disclosure requirements currently found in MFRS 128 “Investments in associates”. It requires 
entities to disclose information that helps financial statement readers to evaluate the nature, risks and 
financial effects associated with the entity’s interest in subsidiaries, associates, joint arrangements and 
unconsolidated structured entities.

 There is no significant impact arising from the initial aplication of this standard.

•  MFRS 13 “Fair value measurement” (effective from 1 January 2013) aims to improve consistency 
and reduce complexity by providing a precise definition of fair value  and a single source of fair value 
measurement and disclosure requirements for use across MFRSs. The requirements do not extend the 
use of fair value accounting but provide guidance on how it should be applied where its use is already 
required or permitted by other standards. The enhanced disclosure requirements are similar to those in 
MFRS 7 “Financial instruments: Disclosure”, but apply to all assets and liabilities measured at fair value, 
not just financial ones.

 There is no significant impact arising from the initial application of this standard.
 
•  The revised MFRS 127 “Separate financial statements” (effective from 1 January 2013) includes the 

provisions on separate financial statements that are left after the control provisions of MFRS 127 have 
been included in the new MFRS 10.

 There is no significant impact arising from the initial aplication of this standard.

•  Amendment to MFRS 101 “Financial statement, presentation” (effective from 1 July 2012) requires entities 
to separate items presented in other comprehensive income (“OCI”) in the statement of comprehensive 
income into two groups, based on whether or not they may be recycled to profit or loss in the future. The 
amendments do not address which items are presented in OCI. 

 The initial application of this standard will result in additional disclosures in the financial statements.

Notes to the Financial statements (continued)
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Notes to the Financial statements (continued)

2. sUMMArY oF siGNiFicANt AccoUNtiNG poLicies (coNtiNUeD)

2.1 Basis of preparation (continued)

(a) Standards, amendments to published standards and interpretations to existing standards that are applicable to 
the Group and the Company but not yet effective (continued):

 The Group and the Company will apply the following new standards, amendments to standards and interpretations 
in the following periods: (continued)

(i) Financial year beginning on 1 January 2013 (continued)

• Amendment to MFRS 7 “Financial instruments: Disclosure” (effective from 1 January 2013) requires 
more extensive disclosures focusing on quantitative information about recognised financial instruments 
that are offset in the statement of financial position and those that are subject to master netting or similar 
arrangements irrespective of whether they are offset.

 The initial application of this standard will result in additional disclosures in the financial statements.

(ii) Financial year beginning on 1 January 2014

•  Amendment to MFRS 132 “Financial statements: Presentation” (effective from 1 July 2014) does not change 
the current offsetting model in MFRS 132. It clarifies the meaning of ‘currently has a legally enforceable 
right of set-off’ that the right of set-off must be available today (not contingent on a future event) and 
legally enforceable for all counterparties in the normal course of business. It clarifies that some gross 
settlement mechanisms with features that are effectively equivalent to net settlement will satisfy the MFRS 
132 offsetting crtieria.

 There is no significant impact arising from the initial application of this standard.

(iii)   Financial year beginning on 1 January 2015

• MFRS 9 “Financial instruments - classification and measurement of financial assets and financial liabilities” 
(effective from 1 January 2013) replaces the multiple classification and measurement models in MFRS 139 
with a single model  that has only  two classification categories: amortised cost and fair value. The basis of 
classification depends on the entity’s business model for managing the financial assets and the contractual 
cash flow characteristics of the financial assets.

 The accounting and presentation for the financial liabilities and for de-recognising financial instruments 
has been relocated from MFRS 139, without change, except for financial liabilities that are designated at 
fair value through profit or loss (“FVTPL”). Entities with financial liabilities designated as FVTPL recognises 
changes in the fair value due to changes to the liability’s credit risk directly in other comprehensive income 
(“OCI”). There is no subsequent recycling of the amounts in OCI to profit or loss, but accumulated gains or 
losses may be transferred within equity.

 The guidance in MFRS 139 on impairment of financial assets and hedge accounting continues to apply.

 MFRS 7 requires disclosures on transition from MFRS 139 to MFRS 9

 On initial application of this standard, financial assets classified as available-for-sale will need to be reclassified.

(b) Transition from FRS to MFRS

(i) MFRS 1 mandatory exceptions

•  Estimates

 MFRS estimates as at transaction date are consistent with the estimates as at the same date made in 
conformity with FRS.

•  Hedge accounting

 Hedge accounting can only be applied prospectively from the transition date to a hedging relationship that 
qualifies for hedge accounting under MFRS 139 ‘Financial instruments: Recognition and measurement’ at 
that date. Hedging relationships cannot be designated retrospectively. 
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Notes to the Financial statements (continued)

2. sUMMArY oF siGNiFicANt AccoUNtiNG poLicies (coNtiNUeD)

2.1 Basis of preparation (continued)

(b) Transition from FRS to MFRS (continued)

(ii) MFRS 1 exemption options

•  Exemption from  business combination

 MFRS 1 provides the option to apply MFRS 3 “Business combinations” prospectively for business 
combinations that occurred from the transition date or from a designated date prior to the transition 
date. This provides relief from full retrospective application that would require restatement of all business 
combinations prior to the transition date or a designated date prior to the transition date. The Group elected 
to apply MFRS 3 prospectively to business combinations that occurred after 1 January 2011. Business 
combinations that occurred prior to 1 January 2011 have not been restated. In addition, the Group has also 
applied MFRS 127 “Consolidated and separate financial statements” from the same date.

2.2 economic entities in the Group

(a) Subsidiaries

 The Group financial statements consolidate the financial statements of the Company and all its subsidiaries. 
Subsidiaries are those corporations, partnerships or other entities in which the Group and the Company have 
power to exercise control over the financial and operating policies so as to obtain benefits from their activities, 
generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of 
potential voting rights that are currently exercisable or convertible are considered when assessing whether the 
Group controls another entity. 

 Subsidiaries are consolidated using the purchase method of accounting except for certain business combination 
which were accounted for using the merger method as follows: 

•  subsidiaries that were consolidated prior to 1 April 2002 in accordance with Malaysian Accounting Standard 
2 “Accounting for Acquisitions and Mergers”, the generally accepted accounting principles prevailing at that 
time; 

•  business combinations consolidated on/after 1 April 2002 but with agreement dates before 1 January 2006 
that meet the conditions of a merger as set out in FRS 1222004 “Business Combinations”; 

• internal group reorganisations, as defined in MFRS 122, consolidated on/after 1 April 2002 but with agreement 
dates before 1 January 2006 where:

- the ultimate shareholders remain the same, and the rights of each such shareholder, relative to the 
others, are unchanged; and

- the minorities’ share of net assets of the Group is not altered by the transfer.

• business combinations involving entities or businesses under common control with arrangement dates on/after 
1 January 2006.

 The Group has taken advantage of the exemption provided by MFRS 1, MFRS 3 and FRS 1222004 to apply 
these Standards prospectively. Accordingly, business combinations entered into prior to the respective dates 
have not been restated to comply with these Standards. 
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Notes to the Financial statements (continued)

2. sUMMArY oF siGNiFicANt AccoUNtiNG poLicies (coNtiNUeD)

2.2 economic entities in the Group (continued)

(a) Subsidiaries (continued)

 Under the purchase method of accounting, subsidiaries are fully consolidated from the date on which control is 
transferred to the Group and are de-consolidated from the date that control ceases. 

 The Group applies the acquisition method to account for business combinations. The consideration transferred for 
the acquisition of a subsidiary is the fair value of the assets transferred, the liabilities incurred to the former owners 
of the acquiree and the equity interest issued by the Group. The consideration transferred includes the fair value 
of any asset or liability resulting from a contingent consideration arrangement. Identifiable assets acquired and 
liabilities and contingent liabilities assumed in the business combination are measured initially at their fair values 
at the acquisition date.

 Acquisition-related costs are expensed as incurred.

 Any contingent consideration to be transferred by the Group is recognised at fair value at the acquisition date. 
Subsequent changes to the fair value of the contingent consideration that is deemed to be an asset or liability is 
recognised in accordance with MFRS 139 either in profit or loss or as a change to other comprehensive income. 
Contingent consideration that is classified as equity is not re-measured , and its subsequent settlement is 
accounted for within equity.

 Intragroup transactions, balances and unrealised gains in transactions between group of companies are eliminated. 
Unrealised losses are also eliminated but considered an impairment indicator of the asset transferred. Accounting 
policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by 
the Group. 

 The gain or loss on disposal of a subsidiary is the difference between net disposal proceeds and the Group’s share 
of its net assets as of the date of disposal including the cumulative amount of any exchange differences that relate 
to the subsidiary companies, and is recognised in the consolidated income statement. 

(b) Joint venture company (“JV”) 

 The Group’s interest in a previous JV is accounted for in the consolidated financial statements through the equity 
method of accounting. Equity accounting involves recognising the Group’s share of the post-acquisition results of 
the JV in the income statement and its share of post-acquisition movements in reserves. 

2.3 special purpose entities (“spe”) 

 An SPE shall be consolidated when the substance of the relationship between an entity and the SPE indicates that 
the SPE is controlled by that entity. In the context of an SPE, control may arise through the pre-determination of the 
activities of the SPE (operating on “autopilot”) or otherwise. The application of the control concept require, in each case, 
judgement in the context of all relevant factors. 

 Control over another entity requires having the ability to direct or dominate its decision-making, regardless of whether 
this power is actually exercised. Under the definitions of MFRS 127, the ability to govern decision-making alone, 
however is not sufficient to establish control. The ability to govern decision-making must be accompanied by the 
objective of obtaining benefits from the entity’s activities. 

 The Group has not consolidated BNM Sukuk and CSME since the Group has no power to exercise control over the 
financial and operating policies in the SPE and it does not obtain economic benefits from its activities. 
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Notes to the Financial statements (continued)

2.  sUMMArY oF siGNiFicANt AccoUNtiNG poLicies (coNtiNUeD) 

2.4 Amount due from counterparties and islamic financing debts 

 The Group’s main activities, inter alia, involve the purchase of, conventional and Islamic, mortgage loans and hire 
purchase and leasing debts. 

 As at the statement of financial position date, amounts due from counterparties and Islamic financing debts in respect 
of mortgage loans and hire purchase and leasing debts are stated at their unpaid principal balances due to the Group. 
Interest/profit income on amount due from counterparties and Islamic financing debts is recognised on an accrual basis 
and computed at the respective interest/profit rates based on monthly rest. 

2.5 Mortgage assets and hire purchase assets 

 Mortgage assets and hire purchase assets are acquired by the Group from the originators at fair values. The originator 
acts as servicer and remits the principal and interest/profit income from the assets to the Group at specified intervals 
as agreed by both parties. 

 As at the statement of financial position date, mortgage assets and hire purchase assets are stated at their unpaid 
principal balances due to the Group and adjusted for unaccreted discount. Interest/profit income on the assets are 
recognised on an accrual basis and computed at the respective interest/profit rates based on monthly rest. The discount 
arising from the difference between the purchase price and book value of the mortgage assets and hire purchase assets 
acquired is accreted to the income statement over the term of the assets using the effective yield method. 

2.6 Available-for-sale (“AFs”) investment securities 

 AFS investment securities are securities that are acquired and held for yield or capital growth and are usually held for 
an indefinite period of time, which may be sold in response to market conditions. 

 Purchases of investments are recognised on the date the Group and the Company contracts to purchase the investment. 
Investments are derecognised when the Group and the Company has contracted to sell the investment and has 
transferred substantially all risks and rewards of ownership. 

 AFS investment securities are carried at fair value on the statement of financial position with the cumulative fair value 
changes reflected under AFS reserve in equity, and recognised in the income statement when the investment securities 
are disposed of, collected or otherwise sold, or when the securities are determined to be impaired. The fair value of the 
AFS investment securities is derived from market indicative quotes or observable market prices at the reporting date. 

 The realised gains or losses on derecognition of AFS investment securities, which are derived based on the difference 
between the proceeds received and the carrying value of the securities plus any cumulative unrealised gains and losses 
arising from changes in fair value previously recognised in equity, are credited or charged to the current year’s income 
statement. 

 See accounting policy on impairment of financial assets in Note 2.9 (a) to the financial statements. 

 Interest/profit income from AFS investment securities is recognised using the effective interest rate method. The 
amortisation of premium and accretion of discount on AFS investment securities are recognised as interest/profit 
income using the effective yield method. 

2.7 investment in subsidiary and spe 

 Investment in subsidiary and SPE are shown at cost. Where an indication of impairment exists, the carrying amount of 
the investment is assessed and written down immediately to its recoverable amount. Note 2.9 to the financial statements 
describes the Group’s accounting policy on impairment of assets and Note 3 details out the critical accounting estimates 
and assumptions. 
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Notes to the Financial statements (continued)

2.  sUMMArY oF siGNiFicANt AccoUNtiNG poLicies (coNtiNUeD) 

2.8 property and equipment and depreciation 

 Property and equipment are stated at cost less accumulated depreciation and accumulated impairment losses, if any. 
Cost includes expenditure that is directly attributable to the acquisition of the items. 

 Depreciation is calculated on a straight line basis to write off the cost of the assets over their estimated useful lives, 
with the exception of work-in-progress which is not depreciated. Depreciation rates for each category of property and 
equipment are summarised as follows: 

Office equipment 20 - 25%
Motor vehicles 20%
Furniture and fittings 10%

 Subsequent costs are included in the asset’s carrying amount or recognised as separate assets, as appropriate, only 
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item 
can be measured reliably.The carrying amount of the replaced part is derecognised. All other repairs and maintenance 
are charged to the income statement during the financial year in which they are incurred. 

 At each statement of financial position date, the Group assesses whether there is any indication of impairment. If such 
indications exist, an analysis is performed to assess whether the carrying amount of the asset is fully recoverable. 
A write down is made if the carrying amount exceeds the recoverable amount. The Group’s accounting policy on 
impairment of non-financial assets is reflected in Note 2.9 (b) to the financial statements. 

 Gains and losses on disposals are determined by comparing proceeds with carrying amounts and are included in profit/
(loss) from operations. 

2.9 impairment of assets 

(a) Financial assets 

(i)  Assets carried at amortised cost 

 The Group assesses at each statement of financial position date whether there is objective evidence that an 
asset is impaired. An asset is impaired and impairment losses are incurred if, and only if, there is objective 
evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset 
(a “loss event”) and that loss event (or events) has an impact on the estimated future cash flows of the asset 
that can be reliably estimated. 

 The amount of the loss is measured as the difference between the asset’s carrying amount and the present 
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted 
at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced through the 
use of an allowance account and the amount of the loss is recognised in the income statement. 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occuring after the impairment was recognised (such as an improvement in the debtor’s 
credit rating), the previously recognised impairment loss is reversed by adjusting the allowance account. The 
amount of the reversal is recognised in the income statement. 
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Notes to the Financial statements (continued)

2.  sUMMArY oF siGNiFicANt AccoUNtiNG poLicies (coNtiNUeD) 

2.9 impairment of assets (continued)

(a) Financial assets (continued)

(ii) Assets classified as AFS 

 The Group assesses at each statement of financial position date whether there is objective evidence that 
a financial asset or group of financial assets is impaired. If any such evidence exists, the cumulative loss, 
measured as the difference between the acquisition cost and the current fair value, less any impairment 
loss on that financial asset previously recognised, is removed from equity and recognised in the income 
statement. If, in the subsequent period, the fair value of a debt instrument classified as AFS investment 
securities increases and the increase can be objectively related to an event occuring after the impairment loss 
was recognised in the income statement, the impairment loss is reversed through the income statement. 

(b) Non-financial assets 

 Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. 
Assets that are subject to depreciation or amortisation are reviewed for impairment whenever events or changes 
in circumstances indicate that the carrying amount may be recoverable. An impairment loss is recognised for 
the amount by which the carrying amount of the asset exceeds its recoverable amount. The recoverable amount 
is the higher of an asset’s fair value less costs to sell and value in use. The impairment loss is charged to the 
income statement, unless it reverses a previous revaluation in which it is charged to the revaluation surplus. Any 
subsequent increase in recoverable amount is recognised in the income statement. 

2.10 income recognition 

 Interest income for conventional assets and income on Islamic assets are recognised using the effective interest/profit 
rate method. Accretion of discount is recognised on an effective yield basis. Guarantee and wakalah fee income are 
recognised upon the issuance of the guarantee, based on the straight line method. 

2.11 premium and discount on unsecured bearer bonds, notes and sukuk 

 Premium on unsecured bearer bonds, notes and Sukuk represents the excess of the issue price over the redemption 
value of the bonds/Sukuk are accepted to the income statement over the life of the bonds/Sukuk on an effective yield 
basis. Where the redemption value exceeds the issue price of the bonds/Sukuk, the difference, being the discount is 
amortised to the income statement over the life of the bonds/Sukuk on an effective yield basis. 

2.12 current and deferred tax

 Current tax expense represents taxation at the current rate based on taxable profit earned during the financial year. 

 Deferred taxation is provided in full, using the liability method, on temporary differences arising between the tax bases 
of assets and liabilities and their carrying amounts in the financial statements. 

 Deferred taxation assets are recognised to the extent that it is probable that future taxable profits will be available 
against which the deductible temporary differences arising on investments in subsidiaries except where the timing 
of the reversal of the temporary difference can be controlled and it is probable that the temporary difference will not 
reverse in the foreseeable future. 

 Deferred taxation is determined using tax rates (and tax laws) that have been enacted or substantially enacted by the 
statement of financial position date and are expected to apply when the related deferred taxation asset is realised or 
the deferred taxation liability is settled. 
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2.13 cash and cash equivalents 

 For the purpose of statement of cash flow, cash and cash equivalents comprise cash and bank balances and deposits 
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in 
value. 

2.14 offsetting financial instruments 

 Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is 
a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or realise 
the asset and settle the liability simultaneously. 

2.15 segment reporting 

 Operating segments are reported in a manner consistent with the internal reporting used by the chief operating decision 
maker. The chief operating decision maker is the person or group that allocated resources and assesses the performance 
of the operating segments of the Group. The Group has determined that the Chief Executive Officer of a subsidiary 
company, Cagamas Berhad to be the chief operating decision maker. 

2.16 Derivative financial instruments and hedge accounting 

 Interest rate swaps (“IRS”)/Interest profit rate swaps (“IPRS”) are used by the Group to hedge the issuance of its debt 
securities from potential movements in interest/profit rates. Further details of the IRS/IPRS are disclosed in Note 7 to 
the financial statements.

 Fair value of IRS/IPRS is recognised at inception on the statement of financial position, and subsequent changes in fair 
value as a result of fluctuation in market interest/profit rates are recorded as derivative assets (favourable) or derivative 
liabilities (unfavourable). 

 For derivatives that are not designated as hedging instruments, losses and gains from the changes in fair value are 
taken to the income statement. 

 For derivatives that are designated as hedging instruments, the method of recognising fair value gain or loss depends 
on the type of hedge. 

 To apply hedge accounting, the Group documents at the inception the relationship between the hedging instrument and 
hedged item, including the risk management objective for undertaking various hedge transactions and methods used 
to assess the effectiveness of the hedge. 

 The Group also documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivative 
is highly effective in offsetting changes in the fair value or cash flows of the hedged items. 

 Cash flow hedge 

 The effective portion of changes in the fair value of a derivative designated and qualifying as a hedge of future cash 
flows is recognised directly in the cash flow hedge reserve, and taken to the income statement in the periods when the 
hedged item affects gain or loss. The ineffective portion of the gain or loss is recognised immediately in the income 
statement under “Non-interest income”. 

 When a hedging instrument expires or is sold, or when the hedge no longer meets the criteria for hedge accounting, 
any cumulative gain or loss existing in the cash flow hedge reserve remains until the forecast transaction is ultimately 
recognised in the income statement. When a forecast transaction is no longer expected to occur, the cumulative gain 
or loss in the cash flow hedge reserve is recognised immediately in the income statement. 
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2.17 provisions 

 Provisions are recognised when the Group and the Company have a present legal or constructive obligation as a result 
of past events, when it is probable that an outflow of resources embodying economic benefits will be required to settle 
the obligation, and when a reliable estimate of the amount can be made. Where the Group and the Company expect a 
provision to be reimbursed (for example, under an insurance contract), the reimbursement is recognised as separate 
asset but only when the reimbursement is virtually certain. Provisions are not recognised for the future operating 
losses. 

 Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined 
by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with 
respect to any one item included in the same class of obligations may be small. 

 Provisions are measured as the present value of the expenditures expected to be required to settle the obligation using 
a pre-tax rate that reflects current market assessment of the time value of money and the risk specific to obligation. The 
increase in the provision due to passage of time is recognised as interest expense. 

2.18 Zakat

 Zakat or “alms giving” is mandatory for all muslims who possesses to minimum nisab. 

 The Group and the Company recognises its obligations towards the payment of zakat on business. Zakat for the current 
period is recognised when the Group and the Company has a current zakat obligation as a result of a zakat assessment. 
The amount of zakat expenses shall be assessed when the Group and the Company has been in operations for at least 
12 months, i.e. for the period known as haul. 

 Zakat rates enacted or substantively enacted by the statement of financial position date are used to determine the 
zakat expense. The rate of zakat on business, as determined by National Fatwa Council for the financial year is 2.5% 
(2011: 2.5%) of the zakat base. The zakat base of the Company is determined based on the the profit after tax of each 
company within the group after deducting dividend income and certain non-operating income and expenses. Zakat on 
business is calculated by multiplying the zakat rate with zakat base. The amount of zakat assessed is recognised as an 
expense in the year in which it is incurred. 

2.19 employee benefits 

(a) Short-term employee benefits 

 Wages, salaries, paid annual leave, bonuses and non-monetary benefits are accrued in the financial year in which 
the associated services are rendered by the employees of the Group. 

(b) Defined contributions plans 

 The Group contributes to the Employees’ Provident Fund (“EPF”), the national defined contribution plan. The 
contributions to EPF are charged to the income statement in the year to which they relate. Once the contributions 
have been paid, the Group has no further payment obligations in the future. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a reduction in the future payments is available. 
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2.20 intangible assets 

(a) Computer software 

 Acquired computer software and computer software licenses are capitalised on the basis of the costs incurred to 
acquire and bring to use the specific software. These costs are amortised over their estimated useful lives of three 
to five years. 

 Costs associated with developing or maintaining computer software programmes are recognised when the costs 
are  incurred. Costs that are directly associated with identifiable and unique software products controlled by the 
Group, which will  generate probable economic benefits exceeding costs beyond one year, are recognised as 
intangible assets. Costs include  employee costs incurred as a result of developing software and an appropriate 
portion of relevant overheads. 

 Computer software development costs recognised as assets are amortised using the straight line method over 
their estimated useful lives, not exceeding a period of 3 years. 

(b) Service rights to transaction administrator and administrator fees 

 Service rights to transaction administrator and administrator fees (“Servicer Rights”) represents secured rights 
to receive expected future economics benefits by way of transaction administrator and administrator fees for 
Residential Mortgage-Backed Securities (“RMBS”) and Islamic Residential Mortgage-Backed Securities (“IRMBS”) 
issuances. 

 Service rights are recognised as intangible assets at cost and amortised using the straight line method over the 
tenure of  RMBS and IRMBS. 

 Computer software and service rights are tested annually for any indication of impairment. If such indications exist, an 
analysis is  performed to assess whether the carrying amount of the asset is fully recoverable. A write-down is made if 
the carrying amount  exceeds the recoverable amount. Computer software and service rights are carried at cost less 
accumulated amortisation and  accumulated impairment losses. See accounting policy on impairment of non-financial 
assets in Note 2.9 (b) to the financial  statements. 

2.21 rMBs and irMBs 

 RMBS and IRMBS were issued to fund the purchases of mortgage assets and Islamic mortgage assets from the GOM. 
As at the statement of financial position date, RMBS and IRMBS are stated at amortised costs. 

 Interest expense on RMBS and profit attributable to IRMBS are recognised using the effective yield method. 

2.22 share capital 

(a) Classification 

 Ordinary shares are classified as equity. Other shares are classified as equity and/or liability according to the 
economic substance of the particular instrument. 

 Distributions to holders of a financial instrument classified as an equity instrument are charged directly to equity. 

(b) Dividends to shareholders of the Company 

 Dividends on ordinary shares are recognised as liabilities when declared before the statement of financial position 
date. A dividend proposed or declared after the statement of financial position date, but before the financial 
statements are authorised for issue, is not recognised as a liability at the statement of financial position. Upon the 
dividend becoming payable, it will be accounted for as a liability. 
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2.23 Functional and presentation currency

 Items included in the financial statements of the Group and the Company are measured using the currency of the 
primary economic environment in which the entity operates (the “functional currency”). 

 The financial statements are presented in Ringgit Malaysia, which is the Group’s and Company’s functional and 
presentation currency. 

2.24 Financial instruments 

(a) Description 

 A financial instrument is any contract that gives rise to both a financial asset of an entity and a financial liability or 
equity instrument of another entity. 

 A financial asset is any asset that is cash, a contractual right to receive cash or another financial asset from another 
entity, a contractual right to exchange financial instruments with another entity under conditions that are potentially 
favourable, or an equity instrument of another entity. 

 A financial liability is any liability that is a contractual obligation to deliver cash or another financial asset to another 
entity, or to exchange financial instruments with another entity under conditions that are potentially unfavourable. 

(b) Fair value estimation for disclosure purposes 

 Please refer to Note 44 for detailed methods and assumptions used to estimate the fair value for each type of 
financial of instruments.

 In assessing fair values of another financial instruments, the Group uses a variety of methods and makes 
assumptions that are based on market conditions existing at each statement of financial position date. Quoted 
market prices or dealer quotes for the specific or similar instruments are used for long term debt. Other techniques, 
such as option pricing models and estimated discounted value of future cash flows, are used to determine the 
fair value for the remaining financial instruments. In particular, the fair value of financial liabilities is estimated by 
discounting the future contractual cash flows at the current market interest rate available to the Group for similar 
financial instruments. 

 The face value of financial assets (less any estimated credit adjustments) and financial liabilities with a maturity 
period of less than one year is assumed to approximate their fair values. 

2.25 contingent liabilities and contingent assets 

 The Group and the Company do not recognise a contingent liability but discloses its existence in the financial 
statements. A contingent liability is a possible obligation 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 Group and the 
Company or a present obligation that is not recognised because it is not probable that an outflow of resources will be 
required to settle the obligation. A contingent liability also arises in the extremely rare case where there is a liability that 
cannot be recognised because it cannot be measured reliably. 

 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 Group and the Company. The 
Group and the Company do not recognise contingent assets but discloses its existence where inflows of economic 
benefits are probable, but not virtually certain. 
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 The preparation of financial statements in conformity with MFRS requires the use of certain critical accounting estimates and 
exercise of judgement by management in the process of applying the Group’s accounting policies. 

 Estimates and judgements are continually evaluated and are based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances. The resulting accounting estimates 
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of 
causing a material adjustment to the carrying amounts of the asset and liability with the next financial year are outlined 
below. 

(a) Fair value of derivatives and AFS investment securities 

 The estimates and assumptions considered most likely to have an impact on the Group’s results and financial positions 
are those relating to the fair valuation of derivatives and unquoted AFS investment securities for which valuation models 
are used. The Group has exercised its judgement to select appropriate valuation techniques for these instruments. 
However, changes in the assumptions made and market factors used could affect the reported fair values. 

(b) Impairment of mortgage assets and hire purchase assets 

 The Group makes allowances for losses on mortgage assets and hire purchase assets based on assessment of 
recoverability. Whilst management is guided by the requirement of the MFRS 139, management makes judgement 
on the future and other key factors in respect of the recovery of the assets. Among the factors considered are the 
net realisable value of the underlying collateral value and the capacity to generate sufficient cash flows to service the 
assets. 

 
(c) Securitisation and SPE 

 The Group incorporates its SPE primarily for the purpose of asset securitisation transactions. The Group does not 
consolidate its SPE that it does not control. As it can sometimes be difficult to determine whether the Group controls 
an SPE, it makes judgements about its exposure to the risks and rewards, as well as about its ability to make financial 
and operational decisions for the SPE in question. In many instances, elements are present that, considered in isolation, 
indicate control or lack of control over an SPE, but when considered together make it difficult to reach clear conclusion. 
When assessing whether the Group has to consolidate an SPE, the Group evaluates a range of factors to determine 
control, including whether: 

(i) the Group will obtain the majority of the benefits of the activities of an SPE;
(ii) the Group retains the majority of the residual ownership risks related to the assets in order to obtain the benefits 

from its activities;
(iii) the Group has decision-making powers to obtain the majority of the benefits; or
(iv) the activities of the SPE being conducted on behalf of the Group according to the Group’s specific business needs 

so that the Group obtains the benefits from the SPE’s operations.

 The Group consolidates an SPE if the assessment of the relevant factors indicates that the Group has control over it. 

(d) Discretionary bonus fee 

 The discretionary bonus fee to be paid to GOM is determined by CMBS by reference to guidelines, criteria and 
performance indicators deemed appropriate by CMBS. This is based on the performance by the GOM in discharging 
its servicing responsibilities until the point where the RMBS and/or IRMBS have been fully redeemed and all obligations 
and liabilities of CMBS in respect of the RMBS/IRMBS have been discharged. 
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 Risk Management is an integral part of the Group’s business and operations. It encompasses identification, measurement, 
analysing, controlling, monitoring and reporting of risks on an enterprise-wide basis. 

 The Group has streamlined risk management according to its business activities, and enhanced key controls to ensure 
effectiveness of risk management and its independence from risk taking activities. 

 The Group continues to develop its human resources, review existing processes and introduce new approaches in line with 
best practices in risk management. It is the Group’s aim to create strong risk awareness amongst both its front-line and back 
office staff, where risks are systematically managed and the levels of risk taking are closely aligned to the risk appetite and 
risk-reward requirements set by the Board of Directors. 

4.1 Risk Management Structure

 The Board of Directors has ultimate responsibility for management of risks associated with the Group’s operations 
and activities. The Board of Directors sets the risk appetite and tolerance level that are consistent with the Group’s 
overall business objectives and desired risk profile. The Board of Directors also reviews and approves all significant risk 
management policies and risk exposures. 

 The Board Risk Committee assists the Board of Directors by ensuring that there is effective oversight and development 
of strategies, policies and infrastructure to manage the Group’s risks. 

 Management is responsible for the implementation of the policies laid down by the Board of Directors by ensuring 
that there are adequate and effective operational procedures, internal controls and systems for identifying, measuring, 
analysing, controlling, monitoring and reporting of risks. 

 The Risk Management Department is independent of other departments involved in risk-taking activities. It is responsible 
for reporting risk exposures independently to the Board Risk Committee and coordinating the management of risks on 
an enterprise-wide basis. 

4.2 Credit risk management 

 Credit risk is the possibility that a borrower or counterparty fails to fulfil its financial obligations when they fall due. Credit 
risk arises in on balance sheet items such as lending and investments, and in off balance sheet items from guarantees 
and treasury hedging activities. 

 The Group manages its credit risk by screening borrowers and counterparties, stipulates prudent eligibility criteria and 
conducts due diligence on loans and financings to be purchased. The Group has in place an internal rating system which 
sets out the maximum credit limit permissible for each category of rating. The credit limits are reviewed periodically and 
are determined based on a combination of external ratings, internal credit assessment and business requirements. All 
credit exposures are monitored on a regular basis and non-compliance is independently reported to management and 
the Board of Directors for immediate remedy. 

 Credit risk is also mitigated via underlying assets which comprise of mortgage assets and hire purchase assets. 



www.cagamas.com.my annual report 2012 laporan tahunan > 115

Notes to the Financial statements (continued)

4. risK MANAGeMeNt oBJectiVe AND poLicies (coNtiNUeD)

4.3 Market risk management

 Market risk is the potential loss arising from adverse movements of market prices and rates. Market risk exposure is 
limited to interest rate risk only as the Group is not engaged in any equity, foreign exchange or commodity trading 
activities. 

 The Group controls its market risk exposure by imposing threshold limits. The limits are set based on the Group’s 
risk appetite and the risk-return relationship. These limits are regularly reviewed and monitored. An Asset Liability 
Management System which  provides tools such as duration gap analysis, interest sensitivity analysis and income 
simulation is used to monitor the interest  rate risk. 

 Derivative instruments such as interest rate swaps are also used to manage and hedge market risk exposures against  
fluctuations in the interest rates. 

4.4 Liquidity risk management 

 Liquidity risk arises when the Group and the Company do not have sufficient funds to meet its financial obligations 
when they fall  due. 

 The Group mitigates its liquidity risk by matching the timing of purchases of loans and debts with issuance of debt 
securities or Sukuk. The Group plans its cash flow positions and monitors closely every business transaction to 
ensure that available funds are sufficient to meet business requirements at all times. In addition, the Group sets aside 
considerable reserve liquidity to meet any unexpected shortfall in cash flow or adverse economic conditions in the 
financial markets. 

 The Group’s liquidity management process, as carried out within the subsidiary and monitored by related departments, 
includes: 

(a)  Managing cash flow mismatch and liquidity gap limits which involves assessing all of the Group’s cash inflows 
against its  cash outflows to identify the potential for any net cash shortfalls and the ability of the Group to meet 
its cash obligations when they fall due; 

(b) Matching funding of loan purchases against its expected cash flow, duration and tenor of the funding;

(c) Monitoring the liquidity ratios of the Group against internal requirements;

(d) Managing the concentration and profile of funding by diversification of funding sources.
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  Group company

   31 December 31 December 1 January 31 December 31 December 1 January
   2012 2011 2011 2012 2011 2011
   rM’000 rM’000 rM’000 rM’000 rM’000 rM’000
 Cash and balances with
  banks and other financial
  institutions 51,282 50,877 295 11 17 15
 Money at call and deposits
  placements maturing
  within one month 565,368 378,124 117,118 779 441 536
 Mudharabah money at call
  and deposits placements
  maturing within one month 94,319 50,218 33,375 - - -

   710,969 479,219 150,788 790 458 551

6. Deposits AND pLAceMeNts WitH FiNANciAL iNstitUtioNs

 Licensed banks 365,349 323,394 81,722 542 688 350

7. DeriVAtiVe FiNANciAL iNstrUMeNts

 Interest rate swaps (“IRS”) and interest profit rate swap (“IPRS”) are used as hedging tools to support issuance of fixed rate 
bonds to fund floating rate purchases of mortgage loans. By entering into IRS/IPRS, the Group is protected from adverse 
movements in interest/profit rates since the Group pays the floating rate receipts from its floating rate purchases to and 
receives fixed rate payments from the swap counterparties. These fixed rate payments will then be utilised to pay interest/
profit on the fixed rate bonds issued. 

 The IRS/IPRS are also used to hedge the Group’s issuance of debt securities/Sukuk in a rising interest rate environment. In 
the first leg of the transaction, the Group pays fixed rate interest/profit and receives floating rate payments from the swap 
counterparties. On issuance of the debt securities, the Group enters into the IRS/IPRS transaction by taking an opposite 
position for the same amounts as in the first leg of the transaction. The IRS/IPRS protects the Group in a rising interest/profit 
rate environment since the Group will be receiving higher fixed rate as compared to the higher fixed rate that the Group is 
required to pay to the bondholders/Sukuk holders. 

 The objective when using any derivative instrument is to ensure that the risk and reward profile of any transaction is optimised. 
The intention is to only use derivatives to create economically effective hedges. However, because of the specific requirements 
of MFRS 139 to obtain hedge accounting, not all economic hedges are accounted for as accounting hedges, either because 
natural accounting offsets are expected or because obtaining hedge accounting would be especially onerous. 

(a) Cash flow hedges

 The Group has designated a number of IRS/IPRS as cash flow hedges during the financial year. The total fair value 
of derivatives included within cash flow hedges at 31 December 2012 was a credit of RM52.6 million (2011: RM58.3 
million). 

(b) Fair value hedges

 At present, the Group does not designate any derivatives as “fair value hedges”. 
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(c) Net investment hedges

 At present, the Group does not designate any derivatives as net investment hedges. 

 All derivatives financial instruments are held for economic hedging purposes. However, not all derivatives are designated 
as hedge instruments under the terms of MFRS 139. The analysis below splits derivatives between those in accounting 
hedge relationships and those not in accounting hedge relationships. 

  31 December 2012 31 December 2011 1 January 2011

  Contract/   Contract/   Contract/
  notional Fair value notional Fair value notional Fair value
 Group amount Assets Liabilities amount Assets Liabilities amount Assets Liabilities

 RM’000 
 Derivatives in accounting 
  hedge relationships 
 Derivatives designated as
  cash flow hedges: 
 IRS/IPRS 910,000 1,115 (53,741) 435,000 - (58,278) 570,000 - (44,018)

 Derivatives not in
  accounting hedge
  relationship 
 IRS/IPRS - - - - - - 320,000 2,848 (2,795)

 Total recognised 
  derivative assets/ 
  (liabilities) 910,000 1,115 (53,741) 435,000 - (58,278) 890,000 2,848 (46,813)

 The remaining terms and notional principal amounts of the outstanding IRS/IPRS of the Group at the statement of financial 
position date were: 

  Group

   31 December 31 December 1 January
   2012 2011 2011
   rM’000 rM’000 rM’000
Maturing within one year - 25,000 455,000
One year to three years - - 25,000
Three to five years 500,000 - -
More than five years 410,000 410,000 410,000

   910,000 435,000 890,000
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  Group

  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000
At fair value:

Malaysian government securities 322,318 386,962 291,782
Private debt securities 265,580 345,766 341,623
Malaysian government investment issues 578,956 522,140 214,154
BNM Sukuk 99,764 - 69,216
Islamic debt securities 428,180 381,459 415,537
Negotiable instruments of deposits 236,033 128,055 100,387
Malaysian treasury bills - - 6,929
Malaysian Islamic treasury bills - - 7,505
Quasi government debt securities 206,056 - -
Islamic quasi government securities 13,808 - -
Islamic negotiable instruments of deposits - 298,105 42,461

  2,150,695 2,062,487 1,489,594

The maturity structure of AFS investment securities are as follows:

Maturing within one year 656,497 989,825 443,119
One year to three years 718,899 395,914 890,151
Three years to five years 536,212 326,482 156,324
More than five years 239,087 350,266 -

  2,150,695 2,062,487 1,489,594

9. AMoUNt DUe FroM coUNterpArties

Relating to:

Mortgage loans 2,706,802 3,156,863 3,887,937
Hire purchase and leasing debts 116,299 345,348 437,173
Personal loans 873,041 804,833 -

  3,696,142 4,307,044 4,325,110

The maturity structure of amounts due from counterparties are as follows:

Maturing within one year 131,335 548,923 1,210,727
One year to three years 1,464,210 1,687,575 1,592,354
Three years to five years 2,100,597 1,070,544 1,522,029
More than five years - 1,000,002 -

  3,696,142 4,307,044 4,325,110
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  Group

   31 December 31 December 1 January
   2012 2011 2011
   rM’000 rM’000 rM’000
Relating to:

Islamic house financing debts 1,063,445 525,417 553,644
Islamic hire purchase debts 4,034,911 3,217,740 2,587,283
Islamic personal financing 2,978,505 3,136,478 3,713,420

   8,076,861 6,879,635 6,854,347

The maturity structure of Islamic financing debts are as follows:

Maturing within one year 2,619,653 1,038,705 702,765
One year to three years 3,002,670 3,199,533 1,284,009
Three years to five years 2,454,538 2,641,397 3,567,540
More than five years - - 1,300,033

   8,076,861 6,879,635 6,854,347

11. MortGAGe Assets - coNVeNtioNAL

Purchase Without Recourse (“PWOR”) 9,659,351 10,510,760 11,384,572

The maturity structure of mortgage assets - conventional are as follows:

Maturing within one year 1,663,485 1,623,330 1,613,063
One year to three years 1,979,075 2,147,410 2,188,906
Three years to five years 1,829,453 1,825,523 1,909,785
More than five years 6,295,342 7,288,837 8,319,443

   11,767,355 12,885,100 14,031,197
Less:
 Unaccreted discounts (2,048,045) (2,308,406) (2,580,691)
 Allowance for impairment losses (59,959) (65,934) (65,934)

   9,659,351 10,510,760 11,384,572

12. MortGAGe Assets - isLAMic

Purchase Without Recourse (“PWOR”) 7,124,273 7,434,894 7,696,191

The maturity structure of mortgage assets - Islamic are as follows:

Maturing within one year 957,786 912,502 848,709
One year to three years 1,112,566 1,198,873 1,153,802
Three years to five years 1,105,016 1,129,544 1,119,160
More than five years 5,358,972 5,742,327 6,282,631

   8,534,340 8,983,246 9,404,302
Less:
 Unaccreted discounts (1,371,313) (1,505,109) (1,664,868)
 Allowance for impairment losses (38,754) (43,243) (43,243)

   7,124,273 7,434,894 7,696,191
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13. Hire pUrcHAse Assets - coNVeNtioNAL

  Group

  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000

Purchase Without Recourse (“PWOR”) 9 52 761

The maturity structure of the hire purchase assets - conventional
 are as follows:

Maturing within one year 11 68 740
One year to three years - - 48

  11 68 788
Less:

Unaccreted discounts - (1) (11)
Allowance for impairment losses (2) (15) (16)

  9 52 761

14. Hire pUrcHAse Assets - isLAMic

Purchase Without Recourse (“PWOR”) 15,937 21,221 25,463

The maturity structure of hire purchase assets - Islamic are as follows:

Maturing within one year 6,613 7,097 7,614
One year to three years 8,091 12,267 14,039
Three years to five years 1,894 2,914 5,068
More than five years 83 132 148

  16,681 22,410 26,869
Less:

Unaccreted discounts (668) (1,013) (1,230)
Allowance for impairment losses (76) (176) (176)

  15,937 21,221 25,463

15. otHer Assets
  Group company

  31 December 31 December 1 January 31 December 31 December 1 January
  2012 2011 2011 2012 2011 2011
  rM’000 rM’000 rM’000 rM’000 rM’000 rM’000

Mortgage assets repurchased 29,900 30,447 36,504 - - -
Staff loans and financing 2,918 3,439 4,327 - - -
Deposits 772 746 737 - - -
Prepayments 2,035 931 1,024 - - -
Prepaid mortgage guarantee fee 3 16 16 - - -
Prepaid wakalah fee 1 103 30 - - -
Other receivables 542 411 241 89 - -

  36,171 36,093 42,879 89 - -
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16. propertY AND eQUipMeNt

   Furniture
Group office and Motor Work-in-
rM’000 equipment fittings vehicles progress total

31 December 2012

cost
As at 1 January 2012 4,432 4,555 517 - 9,504
Additions 588 7 526 - 1,121
Disposals (119) - (445) - (564)

As at 31 December 2012 4,901 4,562 598 - 10,061

Accumulated Depreciation
As at 1 January 2012 (3,387) (1,292) (514) - (5,193)
Charge for the year (552) (452) (61) - (1,065)
Disposals 115 - 445 - 560

As at 31 December 2012 (3,824) (1,744) (130) - (5,698)

Net book value as at 31 December 2012 1,077 2,818 468 - 4,363

31 December 2011

cost
As at 1 January 2011 4,362 4,551 617 - 9,530
Additions 70 4 - - 74
Disposals - - (100) - (100)

As at 31 December 2011 4,432 4,555 517 - 9,504

Accumulated Depreciation
As at 1 January 2011 (2,768) (835) (564) - (4,167)
Charge for the year (619) (457) (50) - (1,126)
Disposals - - 100 - 100

As at 31 December 2011 (3,387) (1,292) (514) - (5,193)

Net book value as at 31 December 2011 1,045 3,263 3 - 4,311

1 January 2011

cost
As at 1 January 2010 4,141 4,502 617 4 9,264
Additions 245 45 - - 290
Disposals (24) - - - (24)
Reclassification - 4 - (4) -

As at 1 January 2011 4,362 4,551 617 - 9,530
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16. propertY AND eQUipMeNt (coNtiNUeD) 

   Furniture
Group office and Motor Work-in-
rM’000 equipment fittings vehicles progress total

Accumulated Depreciation
As at 1 January 2010 (2,153) (385) (473) - (3,011)
Charge for the year (631) (450) (91) - (1,172)
Disposals 16 - - - 16

As at 1 January 2011 (2,768) (835) (564) - (4,167)

Net book value as at 1 January 2011 1,594 3,716 53 - 5,363

17. iNtANGiBLe Assets
     computer
     software
Group service computer  under
rM’000 rights software Licenses development total

31 December 2012

cost
As at 1 January 2012 16,717 11,869 1,013 - 29,599
Additions - 121 143 - 264
Reclassifications - 4 (4) - -

As at 31 December 2012 16,717 11,994 1,152 - 29,863

Accumulated Amortisation
As at 1 January 2012 (7,706) (9,212) (885) - (17,803)
Charge for the year (1,204) (1,122) (182) - (2,508)
Reclassifications - (186) 186 - -

As at 31 December 2012 (8,910) (10,520) (881) - (20,311)

Net book value as at 31 December 2012 7,807 1,474 271 - 9,552

31 December 2011

cost
As at 1 January 2011 16,717 11,389 1,009 - 29,115
Additions - 480 4 - 484

As at 31 December 2011 16,717 11,869 1,013 - 29,599

Accumulated Amortisation
As at 1 January 2011 (6,502) (8,154) (516) - (15,172)
Charge for the year (1,204) (1,059) (368) - (2,631)

As at 31 December 2011 (7,706) (9,213) (884) - (17,803)

Net book value as at 31 December 2011 9,011 2,656 129 - 11,796
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17. iNtANGiBLe Assets (coNtiNUeD)
     computer
     software
Group service computer  under
rM’000 rights software Licenses development total

1 January 2011

cost
As at 1 January 2010 16,717 10,433 967 297 28,414
Additions - 659 42 - 701
Reclassification - 297 - (297) -

As at 1 January 2011 16,717 11,389 1,009 - 29,115

Accumulated Amortisation
As at 1 January 2010 (5,298) (7,186) (324) - (12,808)
Charge for the year (1,204) (968) (192) - (2,364)

As at 1 January 2011 (6,502) (8,154) (516) - (15,172)

Net book value as at 1 January 2011 10,215 3,235 493 - 13,943

 Service rights are amortised on a straight line basis over the tenure of RMBS/IRMBS. The remaining amortisation period of 
the intangible assets ranges from 2 to 15 years (2011: 3 to 16 years).

18. DeFerreD tAXAtioN

 Deferred taxation 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 tax authority. The following amounts, determined after 
appropriate offsetting, are shown in the statement of financial position.
  Group company

   31 December 31 December 1 January 31 December 31 December 1 January
rM’000 2012 2011 2011 2012 2011 2011

Deferred taxation assets
 (before offsetting) 12,688 13,810 5,170 - - -
Deferred taxation liabilities
 (before offsetting) (474,569) (429,539) (368,789) - - (33,335)

Deferred taxation liabilities (461,881) (415,729) (363,619) - - (33,335)

The movements in deferred tax assets and liabilities of the Group during the financial year comprise the following:

    recognised in
Group Balance as at income recognised Balance as at
rM’000 1 January statement in reserves 31 December

31 December 2012

Deferred taxation assets/(liabilities)
Accelerated tax depreciation (4,003) 643 - (3,360)
Unaccreted discount on mortgage assets (423,048) (45,762) - (468,810)
Revaluation of AFS investment securities (2,385) - 502 (1,883)
Unrealised losses on revaluation of IRS under
 cash flow hedge accounting 13,568 - (1,357) 12,211
Provisions - 412 - 412
Deferred tax arising from acquisition on JV company - - (118) (118)
Temporary difference relating to guarantee/
 Wakalah fees 242 (177) (29) 36
Temporary difference relating to accrued interest on
 deposits and placements (103) (62) (204) (369)

   (415,729) (44,946) (1,206) (461,881)
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18. DeFerreD tAXAtioN (coNtiNUeD)

    recognised in
Group Balance as at income recognised Balance as at
rM’000 1 January statement in reserves 31 December

31 December 2011

Deferred taxation assets/(liabilities)

Accelerated tax depreciation (4,787) 784 - (4,003)
Unaccreted discount on mortgage assets (367,665) (55,383) - (423,048)
Revaluation of AFS investment securities (1,133) - (1,252) (2,385)
Unrealised losses on revaluation of IRS
 under cash flow hedge accounting 9,966 - 3,602 13,568
Temporary difference relating to guarantee/
 Wakalah fees - 242 - 242
Temporary difference relating to accrued
 interest on deposits and placements - (103) - (103)

   (363,619) (54,460) 2,350 (415,729)

1 January 2011

Deferred taxation assets/(liabilities)

Accelerated tax depreciation (4,622) (165) - (4,787)
Unaccreted discount on mortgage assets (309,734) (57,931) - (367,665)
Revaluation of AFS investment securities (282) - (851) (1,133)
Unrealised gains on revaluation of IRS (1,496) 1,496 - -
Unrealised losses on revaluation of IRS 
 under cash flow hedge accounting 11,968 (1,375) (627) 9,966
Temporary difference relating to allowance
 for impairment losses 27,341 (27,341) - -

   (276,825) (85,316) (1,478) (363,619)

 There was no movement in deferred tax assets and liabilities of the Company during the financial year. The movements in 
deferred tax assets and liabilities in the previous financial years comprise the following: 

company 
rM’000 

31 December 2011 

Deferred taxation assets/(liabilities) 
Temporary difference relating to dividend
 receivable from subsidiary company 33,335 33,335 - -

   33,335 33,335 - -

1 January 2011

Deferred taxation assets/(liabilities)
Temporary difference relating to dividend
 receivable from subsidiary company - (33,335) - (33,335)

   - (33,335) - (33,335)

19. iNVestMeNt iN sUBsiDiAries
    31 December 31 December 1 January
company  2012 2011 2011
    rM’000 rM’000 rM’000

Investment in subsidiaries

Unquoted shares at cost  4,185,663 4,081,628 3,981,628
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19. iNVestMeNt iN sUBsiDiAries (coNtiNUeD)

During the financial year, the Company acquired the remaining shares in a joint venture company, Cagamas MGP Berhad 
(“CMGP”) (formerly known as Cagamas HKMC Berhad (“CHKMC”)) for a purchase consideration of RM 54,035,414. The 
acquisition was completed on 20 December 2012 and it resulted in a gain as follows: 

 31 December 2012
 rM’000
Purchase consideration 54,035
Share of net assets acquired 54,177

Gain (142)

The gain arising from  the acquisition of CMGP was recognised in the income statement during the financial year.

interest in equity
held by the company

the subsidiaries of the company are as follows:

31 December 31 December 1 January

Name principal activities 2012 2011 2011

Cagamas Purchases of mortgage loans, personal loans and hire 
purchases and leasing debts from primary lenders approved 
by Cagamas and the issue of bonds and notes to finance 
the purchases. Cagamas also purchases Islamic financing 
facilities such as home financing, personal financing and hire 
purchase financing and funded by issuance of Sukuk.

100% 100% 100%

CMBS Purchase of mortgage assets and Islamic mortgage assets 
from the Government of Malaysia (“GOM”) and issuance 
of residential mortgage-backed securities (“RMBS”) and 
Islamic residential mortgage-backed securities (“IRMBS”) 
to finance the purchase of mortgage assets and Islamic 
mortgage assets. 

100% 100% 100%

CMGP Mortgage guarantee and mortgage indemnity business and 
other form of credit protection.

100% 50% 50%

CSRP Mortgage guarantee and mortgage indemnity business and 
other form of credit protection in relation to My First Home 
Scheme (“Skim Rumah Pertamaku”) intiated by the GOM. 

100% 100% 100%
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31 December 31 December 1 January

company 2012 2011 2011

Investment in SPE:
 rM’000  rM’000  rM’000 

Unquoted shares at cost -* -* -* 

* denotes RM4

the spe of the company are as follows: interest in equity
held by the company

Name principal activities
31 December

2012
31 December

2011
1 January

2011

BNM Sukuk Undertake the issuance of Islamic securities investment, 
namely BNM Sukuk Ijarah based on Syariah principles to 
finance the purchase of the beneficial interest of land and 
building from BNM and, thereafter to lease back the same 
land and buiding to BNM for the contractual period which is 
similar to the tenure of the BNM Sukuk Ijarah, and BNM Sukuk 
Murabahah based on Syariah principles via the issuance of 
trust Certificates to evidence investors’ beneficial interest 
over commodity assets and its profit, arising from the sale of 
commodity assets to BNM.

100% 100% 100%

CSME Securitisation of small and medium enterprise credit facilities 
via cash or synthetic securitisations or a combination of both.

100% 100% 100%

20. iNVestMeNt iN speciAL pUrpose eNtities (“spe”)

The results and net assets of BNM Sukuk and CSME were not consolidated with the Company since the Group has no 
power to exercise control over the financial and operating policies in the SPE and does not obtain economic benefits from 
their activities.
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21. iNterest iN A JoiNt VeNtUre ("JV") coMpANY
  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000

Group 

Share of net assets of a JV - 53,079 51,852

company 

Unquoted shares at cost - 50,000 50,000

 Previously, the Company had a 50% interest in a joint venture ("JV"), Cagamas MGP Berhad ("CMGP") (formerly known as 
Cagamas HKMC Berhad ("CHKMC")), which provide mortgage guarantee and mortgage indemnity business and other form 
of credit protection. CMGP became a fully-owned subsidiary of the Company with effect from 20 December 2012. 

 The following amounts represent the Company's 50% share of the net assets and liabilities, and results of the JV. They were 
included in the statement of financial position and income statement of the Group. For the financial year ended 31 December 
2012, the 50% share of the results of the JV were included up to 20 December 2012. 

  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000

Group 

Assets
Current assets - 53,350 52,048

Liabilities
Current liabilities - (271) (196)

Net assets - 53,079 51,852

Income 1,821 1,820 1,602
Expenses (319) (337) (372)

Profit before taxation 1,502 1,483 1,230
Taxation and zakat (375) (371) (308)

Profit after taxation 1,127 1,112 922

There are no contingent liabilities relating to the Group's interest in the JV, and no contingent liabilities of the venture itself. 
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22. UNsecUreD BeArer BoNDs AND Notes

  31 December 2012 31 December 2011 1 January 2011
  Year of Amount effective Amount effective Amount effective
Group maturity outstanding interest rate outstanding interest rate outstanding interest rate
   rM’000 % rM’000 % rM’000 %

(a) Fixed rate bonds 2011 - - - - 480,000 3.912 - 4.350

   -  -  480,000
 Add: Interest payable  -  -  4,150

   -  -  484,150

(b) Floating rate notes 2011 -  -  135,000 2.370 - 2.990
  2012 -  25,000 3.060 25,000 3.060
  2013 180,000 3.410 180,000 3.410 180,000 3.410

   180,000  205,000  340,000
 Add: Interest payable  2,686  2,846  3,407

   182,686  207,846  343,407

(c) Medium - term notes 2011 -  -  710,000 2.950 - 4.630
  2012 -  900,000 3.230 - 4.210 750,000 3.400 - 4.210
  2013 290,000 3.290 - 5.000 190,000 3.400 - 4.900 155,000 3.500 - 5.000
  2014 2,230,000 3.300 - 4.660 2,175,000 3.480 - 4.660 2,070,000 4.320 - 4.660
  2015 420,000 3.350 - 5.300 255,000 3.820 - 5.300 255,000 3.820 - 5.300
  2016 1,230,000 3.470 - 4.930 1,215,000 3.650 - 4.930 380,000 4.700 - 4.930
  2017 1,520,000 3.500 - 4.640 1,465,000 3.980 - 4.640 1,465,000 3.980 - 4.640
  2018 150,000 3.950 - 5.710 150,000 3.950 - 5.710 140,000 5.710
  2019 845,000 3.750 - 5.280 840,000 4.800 - 5.280 840,000 4.800 - 5.280
  2020 185,000 4.360 - 6.000 185,000 4.360 - 6.000 185,000 4.360 - 6.000
  2021 315,000 4.150 - 5.380 315,000 4.100 - 5.380 310,000 5.120 - 5.380
  2022 465,000 3.900 - 4.480 360,000 4.480 - 4.950 360,000 4.480 - 4.950
  2023 150,000 4.250 - 6.050 150,000 4.250 - 6.050 140,000 6.050
  2024 430,000 4.000 - 5.520 425,000 5.267 - 5.520 425,000 5.267 - 5.520
  2025 5,000 4.650 5,000 4.650 5,000 4.650
  2026 10,000 4.410 10,000 4.410 - -
  2027 25,000 4.140 - 4.170 250,000 5.150 250,000 5.150
  2028 430,000 6.250 - 6.500 430,000 6.250 - 6.500 430,000 6.250 - 6.500
  2029 245,000 5.500 - 5.690 245,000 5.500 - 5.750 245,000 5.500 - 5.750

   8,945,000  9,565,000  9,115,000
Add: Interest payable  89,764  95,175  96,933

   9,034,764  9,660,175  9,211,933

   9,217,450  9,868,021  10,039,490
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22. UNsecUreD BeArer BoNDs AND Notes (coNtiNUeD)

The maturity structure of unsecured bearer bonds and notes are as follows:

  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000

Maturing within one year 562,450 1,023,021 1,429,490
One year to three years 2,650,000 2,545,000 1,110,000
Three years to five years 2,750,000 1,470,000 2,325,000
More than five years 3,255,000 4,830,000 5,175,000

  9,217,450 9,868,021 10,039,490

(a) Fixed rate bonds

 The fixed rate bonds were redeemable at par on the due dates, unless previously redeemed, together with the accrued 
interest where applicable. 

(b) Floating rate notes

 Bonds with variable coupon plus a spread redeemable at par on the due dates.

(c) Short-term notes and medium-term notes

 The short-term notes and medium-term notes are redeemable at par on the due dates, unless previously redeemed, 
together with the accrued interest where applicable.

23. sUKUK

  31 December 2012 31 December 2011 1 January 2011
  Year of Amount effective Amount effective Amount effective
Group maturity outstanding profit rate outstanding profit rate outstanding profit rate
   rM’000 % rM’000 % rM’000 %

(a) Bithaman Ajil

(i)  Primary Sukuk 2011 - - - - 240,000 4.050 - 4.160
    2012 - - 240,000 4.150 240,000 4.150

     -  240,000  480,000

(ii) Secondary
    Sukuk 2011 - - - - 14,930 -
    2012 - - 4,980 - 4,980 -

     -  244,980  499,910
Less: Unamortised 
     deferred
     expenses  -  (1,245)  (11,995)

      -  243,735  487,915
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23. sUKUK (coNtiNUeD)

  31 December 2012 31 December 2011 1 January 2011
  Year of Amount effective Amount effective Amount effective
Group maturity outstanding profit rate outstanding profit rate outstanding profit rate
   rM’000 % rM’000 % rM’000 %

(b) Islamic commercial
  papers 2011 - - - - 300,000 3.000
    2013 500,000 3.210 - - - -

     500,000  -  300,000
 Add: Profit payable  264  -  4,932

     500,264  -  304,932

(c) Islamic medium-term
  notes 2011 - - - - 1,170,000 2.950 - 4.630
    2012 - - 1,685,000 3.230 - 3.900 1,285,000 3.300 - 3.900
    2013 3,445,000 3.250 - 5.000 3,070,000 3.480 - 5.000 2,930,000 3.410 - 5.000
    2014 1,055,000 3.330 - 4.660 920,000 3.480 - 4.660 290,000 4.000 - 4.660
    2015 2,575,000 3.350 - 5.300 1,455,000 3.820 - 5.300 1,055,000 3.820 - 5.300
    2016 880,000 3.500 - 4.930 755,000 3.650 - 4.930 740,000 3.850 - 4.930
    2017 725,000 3.500 - 4.050 5,000 4.050 5,000 4.050
    2018 205,000 3.950 - 5.800 205,000 3.950 - 5.800 195,000 5.710 - 5.800
    2019 365,000 3.750 - 5.280 345,000 5.030 - 5.280 345,000 5.030 - 5.280
    2020 270,000 5.900 - 6.000 270,000 4.360 - 6.000 270,000 4.360 - 6.000
    2021 245,000 4.150 - 5.307 245,000 4.150 - 5.380 235,000 5.150 - 5.380
    2022 25,000 3.900 - 4.480 5,000 4.480 5,000 4.480
    2023 345,000 4.250 - 6.350 345,000 4.250 - 6.350 335,000 6.050 - 6.350
    2024 315,000 4.000 - 5.520 305,000 5.270 - 5.520 305,000 5.270 - 5.520
    2025 5,000 4.650 5,000 4.650 5,000 4.650
    2026 20,000 4.410 - 4.650 20,000 4.410 - 4.920 - -
    2027 15,000 4.140 - - - -
    2028 405,000 6.250 - 6.500 405,000 6.250 - 6.500 405,000 6.250 - 6.500
    2029 180,000 5.500 - 5.750 180,000 5.500 - 5.750 180,000 5.500 - 5.750

     11,075,000  10,220,000  9,755,000
 Add: Profit payable  132,295  121,732  103,482

     11,207,295  10,341,732  9,858,482

     11,707,559  10,585,467  10,651,329
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23. sUKUK (coNtiNUeD)

 The maturity structure of the Sukuk are as follows:

  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000

Maturing within one year 4,077,559 2,050,467 1,822,594
One year to three years 3,630,000 3,990,000 4,458,735
Three years to five years 1,605,000 2,210,000 1,345,000
More than five years 2,395,000 2,335,000 3,025,000

  11,707,559 10,585,467 10,651,329

(a) Bithaman Ajil

 Bithaman Ajil were issued under the Islamic principle of Bai’ Bithaman Ajil with non-detachable secondary Sukuk. 
The non- detachable secondary Sukuk are redeemable on the due dates. 

(b) Islamic commercial papers

 Islamic commercial papers were issued by the Company based on various Islamic principles. These are short-term 
Islamic instruments with maturities ranging from 1 to 12 months and were issued at a discount or at par (coupon-
bearing). 

(c) Islamic medium-term notes

 Islamic medium-term notes are long term papers issued by the Company based on various Islamic principles including 
Sukuk Alim and variable rate Sukuk Murabahah. These Sukuk have tenures of more than 1 year and carry a profit which 
is determined at the point of issuance. Profit on these Sukuk is paid half-yearly/quarterly depending on issuance. 

24. resiDeNtiAL MortGAGe-BAcKeD secUrities (“rMBs”)

  31 December 2012 31 December 2011 1 January 2011

    Year of Amount effective Amount effective Amount effective
Group   maturity outstanding interest rate outstanding interest rate outstanding interest rate
     rM’000 % rM’000 % rM’000 %

RMBS   2011 - - - - 290,000 4.95
    2012 - - 645,000 4.10 - 4.71 645,000 4.10 - 4.71
    2014 725,000 4.28 - 5.50 725,000 4.28 - 5.50 725,000 4.28 - 5.50
    2015 320,000 5.10 320,000 5.10 320,000 5.10
    2017 870,000 4.52 - 5.34 870,000 4.52 - 5.34 870,000 4.52 - 5.34
    2019 260,000 4.70 260,000 4.70 260,000 4.70
    2020 385,000 5.65 385,000 5.65 385,000 5.65
    2022 250,000 4.90 250,000 4.90 250,000 4.90
    2025 265,000 5.92 265,000 5.92 265,000 5.92
    2027 105,000 5.08 105,000 5.08 105,000 5.08

     3,180,000  3,825,000  4,115,000
Add: Interest payable  15,295  17,781  20,420

     3,195,295  3,842,781  4,135,420
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24. resiDeNtiAL MortGAGe-BAcKeD secUrities (“rMBs”) (coNtiNUeD)

The maturity structure of the RMBS is as follows:

  31 December 31 December 1 January
  2012 2011 2011

  rM’000 rM’000 rM’000

Maturing within one year 15,295 662,781 310,420
One year to three years 1,045,000 725,000 645,000
Three years to five years 870,000 320,000 1,045,000
More than five years 1,265,000 2,135,000 2,135,000

  3,195,295 3,842,781 4,135,420

The RMBS have the following features:

(a) The subsidiary has an option to redeem partially the RMBS subject to the terms and conditions of each transaction.

(b) The RMBS’s interest is payable quarterly in arrears.

(c) The RMBS are constituted by a Trust Deed made between CMBS and the Trustee, to act for the benefit of the 
bondholders.

(d)  The RMBS constitute direct, unconditional, unsubordinated and secured obligations of CMBS and rank pari passu 
without  discrimination, preference or priority among themselves, but are subject to payments preferred under law and 
the Issue Documents. 

(e)  The RMBS are issued on a limited recourse basis. Holders of the RMBS will be limited in their recourse to the underlying  
mortgage assets, the related collections and the proceeds from the enforcement of other securities related to the 
mortage assets. 

25. isLAMic resiDeNtiAL MortGAGe-BAcKeD secUrities (“irMBs”)

  31 December 2012 31 December 2011 1 January 2011

    Year of Amount effective Amount effective Amount effective
Group   maturity outstanding profit rate outstanding profit rate outstanding profit rate
     rM’000 % rM’000 % rM’000 %

IRMBS  2012 - - 515,000 3.70 - 4.24 515,000 3.70 - 4.24
    2014 270,000 3.70 - 3.78 270,000 3.70 - 3.78 270,000 3.70 - 3.78
    2015 515,000 3.78 - 4.71 515,000 3.78 - 4.71 515,000 3.78 - 4.71
    2017 810,000 3.90 - 5.01 810,000 3.90 - 5.01 810,000 3.90 - 5.01
    2019 245,000 4.02 245,000 4.02 245,000 4.02
    2020 400,000 5.27 400,000 5.27 400,000 5.27
    2022 320,000 4.17 320,000 4.17 320,000 4.17
    2027 290,000 4.34 290,000 4.34 290,000 4.34

     2,850,000  3,365,000  3,365,000
Add: Profit attributable  15,314  17,798  17,798

     2,865,314  3,382,798  3,382,798
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25. isLAMic resiDeNtiAL MortGAGe-BAcKeD secUrities (“irMBs”) (coNtiNUeD)

The maturity structure of the IRMBS is as follows:

  31 December 31 December 1 January
  2012 2011 2011

  rM’000 rM’000 rM’000

Maturing within one year 15,314 532,798 17,798
One year to three years 785,000 270,000 515,000
Three years to five years 810,000 515,000 785,000
More than five years 1,255,000 2,065,000 2,065,000

  2,865,314 3,382,798 3,382,798

The IRMBS have the following features:

(a) The subsidiary has an option to redeem partially the IRMBS subject to the terms and conditions of each transaction.

(b) The profit on IRMBS is distributable quarterly in arrears.

(c) The IRMBS are constituted by a Trust Deed made between CMBS and the Trustee, to act for the benefit of the IRMBS 
holders.

(d)  The IRMBS constitute direct, unconditional, unsubordinated and secured obligations of CMBS and rank pari passu 
without discrimination, preference or priority among themselves, but are subject to payments preferred under law and 
the Issue Documents. 

(e)  The IRMBS are issued on a limited recourse basis. Holders of the IRMBS will be limited in their recourse to the underlying  
mortgage assets, the related collections and the proceeds from the enforcement of other securities related to the 
mortage assets. 

26. otHer LiABiLities 
  Group company

  31 December 31 December 1 January 31 December 31 December 1 January
  2012 2011 2011 2012 2011 2011
  rM’000 rM’000 rM’000 rM’000 rM’000 rM’000

Provision for zakat 1,119 2,260 1,785 - - -
Amount due to Government 50,847 50,115 - - - -
Other payables 11,113 11,267 11,688 21 5 10

  63,079 63,642 13,473 21 5 10

27. sHAre cApitAL

Group and company    31 December 31 December 1 January
     2012 2011 2011
     rM’000 rM’000 rM’000

Ordinary shares of RM1 each:

Authorised:
Balance as at beginning and end of the financial year   500,000 500,000 500,000

Issued and fully paid:
Balance as at beginning and end of the financial year   150,000 150,000 150,000
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28. reserVes

(a) AFS reserves

 This amounts represents the unrealised fair value gains or losses on AFS investment securities.

(b) Cash flow hedge reserves

 This amounts represents the effective portion of changes in fair value on derivatives designated and qualifying as hedge 
of future cash flows.

29. iNterest iNcoMe
  Group Company

  2012 2011 2012 2011
  RM’000 RM’000 RM’000 RM’000

Interest income from:

Amount due from counterparties relating to:
 Mortgage loans 178,368 181,728 - -
 Hire purchase assets 449 744 - -
Mortgage assets 468,427 512,253 - -
Mortgage assets repurchased 972 1,183 - -
AFS investments securities 63,828 50,002 - -
Deposits and placements with financial institutions 28,666 19,145 43 31

  740,710 765,055 43 31
Accretion of discount less amortisation of premium (net) 264,519 282,087 - -

  1,005,229 1,047,142 43 31

30. iNterest eXpeNse
  Group

  2012 2011
    rM’000 rM’000

Interest expense on:

Fixed rate bonds - 10,109
Floating rate notes (FRNs) 7,226 10,170
Medium-term notes 435,456 431,274
Short-term notes - -
RMBS 183,309 200,533
Deposits and placements of financial institutions   5 2

    625,996 652,088
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31. NoN-iNterest (eXpeNse)/iNcoMe
  Group company

  2012 2011 2012 2011
  rM’000 rM’000 rM’000 rM’000

Realised net loss on derivatives (8,798) (11,055) - -
Other non-operating income 5,458 4,887 2 -
Gain on disposal of AFS investment securities 4,024 4,850 - -
Gain on disposal of property and equipment 112 26 - -
Guarantee fee income 173 19 - -
Management fee income 500 500 500 500
Dividend income - - 132,000 30,000

  1,469 (773) 132,502 30,500

32. ALLoWANce For iMpAirMeNt Losses
  Group company

  2012 2011 2012 2011
  rM’000 rM’000 rM’000 rM’000

Writeback of allowance impairment losses (10,577) - - -

33. proFit BeFore tAXAtioN AND ZAKAt
  Group company

  2012 2011 2012 2011
  rM’000 rM’000 rM’000 rM’000

The following items have been charged/(credited) in
arriving at profit before taxation and zakat:

Directors’ remuneration (Note 34) 1,587 1,186 -* -*
Rental of premises 2,148 2,234 - -
Hire of equipment 251 230 - -
Auditor’s remuneration
- audit fees 237 215 -* -*
Depreciation of property and equipment 1,065 1,126 - -
Amortisation of intangible assets 2,508 2,631 - -
Servicer fee 3,620 3,925 - -
Repairs and maintenance 1,590 1,353 - -
Donations and sponsorship 177 404 - -
Corporate expenses 739 624 - -
Travelling 248 274 - -
Writeback of provision for impairment losses (10,577) - - -
 on mortgage and Islamic mortgage loans
Gain on disposal of property and equipment (112) - - -
Personnel costs:   
Salary and allowances 10,261 10,755 - -
Bonus 3,722 2,790 - -
Overtime 61 55 - -
Employees Provident Fund and SOCSO 2,298 2,394 - -
Insurance 242 236 - -

* Directors’ remuneration of RM540,000 and auditors’ remuneration of RM21,019 (2011: RM374,000 and RM19,462 
respectively) for the Company in the financial year was borne by Cagamas Berhad.
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34. Directors’ reMUNerAtioN

The Directors of the Company who have held office during the financial year are as follows:

Non-executive Directors: 

Dato’ Ooi Sang Kuang (Chairman) 
Datuk George Ratilal 
Dato’ Charon Wardini Mokhzani 
Dato’ Sri Abdul Wahid Omar 
Tan Sri Dato’ Sri Tay Ah Lek 
Cheah Tek Kuang 
Marzunisham bin Omar 

 The aggregate amount of emoluments received by the Directors of the Group and the Company during the financial year is 
as follows: 

  Group company

  2012 2011 2012 2011
  rM’000 rM’000 rM’000 rM’000

Fees  919 795 360 289
Other remuneration 668 391 180 85

  1,587 1,186 540 374
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35. tAXAtioN

  Group company

  2012 2011 2012 2011
  rM’000 rM’000 rM’000 rM’000

(a) Tax charge for the financial year

Current tax 92,688 92,660 33,147 40,989
Deferred taxation (Note 18) 44,946 54,460 - (33,335)

  137,634 147,120 33,147 7,654

Current tax:
Current year 92,642 92,728 33,135 40,952
Under/(over) provision in prior year 46 (68) 12 37

Deferred taxation:
Origination and reversal of
 temporary differences 44,946 54,460 - (33,335)

  137,634 147,120 33,147 7,654

(b) Reconciliation of income tax expense

 The tax on the Group and the Company profit before taxation and zakat differs from the theoretical amount that would 
arise using the statutory income tax rate of Malaysia as follow:

  Group company

  2012 2011 2012 2011
  rM’000 rM’000 rM’000 rM’000

Profit before taxation and zakat 551,912 591,488 132,455 30,468

Tax calculated at Malaysian tax rate of 25%
 (2011: 25%) 137,978 147,872 33,114 7,617
Expenses not deductible for tax purposes 339 202 21 -
Income not subject to tax (317) (278) - -
Over provision in prior year 46 (72) 12 37
Deduction arising from zakat contribution (280) (565) - -
Change in taxation basis (132) 24 - -
Expenses allowed for double deduction - (63) - -

  137,634 147,120 33,147 7,654
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36.  Net tANGiBLe Assets AND eArNiNGs per sHAre 

 The net tangible assets per share is calculated by dividing the net tangible assets of RM4,252,191,000 of the Group and 
RM4,187,075,000 of the Company respectively (2011: RM3,879,199,000 and RM4,132,767,000 for the Group and the 
Company respectively) by 150,000,000 shares of the Group and the Company in issue. 

 Basic and diluted earnings per share is calculated by dividing the profit for the financial year of RM413,160,000 of the Group 
and RM99,308,000 of the Company respectively (2011: RM422,108,600 of the Group and RM22,814,000 of the Company 
respectively) by 150,000,000 shares of the Group and the Company in issue. For the diluted earnings per share calculation, 
no adjustment has been made to weighted number of ordinary shares in issue as there are no dilutive potential ordinary 
shares. 

37. DiViDeNDs

  company

   2012  2011
   Amount of  Amount of
  Net dividend Net dividend
  per share net of tax per share net of tax
  sen rM’000 sen rM’000

Dividends paid are as follows:

First interim dividend paid 11.25 16,875 11.25 16,875
Second interim dividend paid - - 3.75 5,625
Special dividend paid 18.75 28,125 - -

  30.00 45,000 15.00 22,500

38. siGNiFicANt reLAteD pArtY trANsActioN AND BALANces

(a) Related parties and relationships

The related parties and their relationships with the Company are as follows:

related parties relationships

Cagamas Berhad (“Cagamas”) Subsidiary
Cagamas MBS Berhad (“CMBS”) Subsidiary
Cagamas SRP Berhad (“CSRP”) Subsidiary
Cagamas MGP Berhad (“CMGP”) Subsidiary (formerly known as Cagamas HKMC Berhad, a joint venture  

   company prior to 20 December 2012)
BNM Sukuk Berhad (“BNM Sukuk”) Special purpose entity (“SPE”)
Cagamas SME Berhad (“CSME”) Special purpose entity (“SPE”)
Bank Negara Malaysia (“BNM”) Other related party
Key management personnel Other related party
Entities in which key management 

 personnel have control Other related party
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38. siGNiFicANt reLAteD pArtY trANsActioNs AND BALANces (coNtiNUeD) 

(a) Related parties and relationships (continued) 

 BNM is regarded as a related party on the basis of having significant influence over the Group and the Company. 

 Key management personnel are defined as those persons having authority and responsibility for planning, directing 
and controlling  the activities of the Group either directly or indirectly. The key management personnel of the Company 
include all the Directors of  the Group and its holding company, certain members of senior management and their close 
family members. 

 Entities in which key management personnel have control are defined as entities that are controlled or significantly 
influenced by,  or for which significant voting power in such entity resides with, directly or indirectly by key management 
personnel. 

(b)  Significant related party transactions and balances 

 Most of the transactions involving mortgage loans, personal loans, hire purchase and leasing debts and Islamic financing 
facilities as well as issuance of unsecured debt securities and Sukuk are transacted with the shareholders of the 
Group. These transactions were carried out on commercial terms (i.e. terms and conditions obtainable in transactions 
with unrelated parties) and at market rates unless otherwise stated. These transactions have been disclosed on the 
statement of financial position and income statement of the Group. 

Set out below are significant related party transactions which were conducted in the normal course of business: 

     Wholly
     owned spe
     of ultimate other
Group  subsidiary previous holding related
rM’000 company JV company party

2012

income
Bank swap premium - - - 419
Transaction administrator and administrator fees 7,808 - 124 77
Management fee 16 484 - -

expenses
FAST* and RENTAS** charges - - - 61
Guarantee and Wakalah fee expense - 115 - -

Amount due from
Bank swap premium - - - 133
Transaction administrator and administrator fees 829 - - -
BNM current accounts - - - 29
Reimbursement of operating expenses - - - 249

* Fully Automated System for Issuing and Tendering 
** Real-Time Electronic Transfer of Funds and Securities 
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38. siGNiFicANt reLAteD pArtY trANsActioNs AND BALANces (coNtiNUeD)

(b) Significant related party transactions and balances (continued)

     Wholly
     owned spe
     of ultimate other
Group  subsidiary  holding related
rM’000 company JV company party

2011

income
Bank swap premium - - - 541
Transaction administrator and administrator fees 8,540 - 160 93
Management fee - 500 - -

expenses
FAST* and RENTAS** charges - - - 59
Guarantee and Wakalah fee expense - 127 - -

Amount due from
Bank swap premium - - - 133
Transaction administrator and administrator fees 910 - 36 -
BNM current accounts - - - 30
Reimbursement of operating expenses 2 9 8 290

* Fully Automated System for Issuing and Tendering
** Real-Time Electronic Transfer of Funds and Securities

 The amount due from subsidiaries are unsecured, interest  free and repayable in arrears on each interest payment/profit 
distribution date.

 In addition, the Group’s key management personnel received remuneration for services rendered during the financial year. 
The total compensation paid to the Group’s key management personnel was RM4,751,518 (2011: RM5,102,167). 

 The total remuneration paid to the Directors is disclosed in Note 34 to the financial statements. 

(c) Transaction with the Government of Malaysia and its related parties

 As BNM has significant influence over the Group and the Company, the Government of Malaysia and entities controlled, 
jointly controlled or has significant influence by the Goverment of Malaysia are related parties of the Company and the 
Group.

 The Group enters into transactions with many of these entities to purchase mortgage loans, personal loans and hire 
purchase and leasing debts and to issue bonds and notes to finance the purchase as part of its normal operations.

 These transactions are carried out on commercial terms and are consistently applied to all parties whether government 
-related or not.

39. cApitAL coMMitMeNts

  Group

  2012 2011
  rM’000 rM’000

Capital expenditure:

Authorised and contracted for 1,960 558
Authorised but not contracted for 1,567 4,306

Analysed as follows:

Property and equipment 158 454
Computer equipments 3,369 4,410
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40. LeAse coMMitMeNts

 The Group has lease commitments in respect of rented premises and hired equipment, all of which are classified as operating 
leases. A summary of the long-term commitments is as follows:

  2012 2011
  rM’000 rM’000

Maturing within one year 3,033 833
One year to three years 2,866 96

  5,899 929

41. MArKet risK

41.1 Interest/profit rate risk

 Cash flow interest/profit rate risk is the risk that the future cash flows of a financial instrument will fluctuate because 
of changes in market interest/profit rates. Fair value interest/profit rate risk is the risk that the value of a financial 
instrument will fluctuate  because of changes in market interest/profit rates. The Group takes on the exposure of the 
effects of fluctuations in the prevailing  levels of market interest/profit rates on both its fair value and cash flow risks. 
Interest/profit margin may increase as a result of  such changes but may reduce or create losses in the event that an 
unexpected movement in the market interest/profit rates arise. 

 The following tables summarise the Group’s exposure to interest/profit rate risks. Included in the tables are the Group’s 
assets and liabilities at carrying amounts, categorised by the earlier of contractual repricing or maturity dates. The 
carrying amounts of derivative financial instruments, which are principally used to reduce the Group’s exposure to 
interest/profit rate movements, are included in “other assets” and “other liabilities” under the heading “non-interest 
bearing”. 
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Notes to the Financial statements (continued)

41. MArKet risK (coNtiNUeD) 

41.1 Interest/profit rate risk (continued) 

 The tables represents a static position which provides an indication of the potential impact on the Group’s statement 
of financial position through gap analysis of the interest/profit rate sensitive assets, liabilities and off-balance sheet 
items by time bands. A positive interest/profit rate sensitivity gap exists when more interest/profit sensitive assets than 
interest/profit sensitive liabilities reprice or mature during a given time period. Similarly, a negative interest/profit rate 
sensitivity gap exists when more interest/profit sensitive liabilities than interest/profit sensitive assets reprice or mature 
during a given time period. Any negative interest/profit rate sensitivity gap is to be funded by the Group’s shareholders’ 
funds, unsecured bearer bonds and notes or Sukuk or money market borrowings. 

 For decision-making purposes, the Group manages their exposure to interest/profit rate risk. The Group sets limits on 
the sensitivity of the Group’s forecasted net interest income/income at risk to projected changes in interest/profit rates. 
The Group also undertakes duration analysis before deciding on the size and tenure of the debt securities/Sukuk to be 
issued to ensure that the Group’s assets and liabilities are closely matched within the tolerance limit set by the Board. 

 The table below summarises the sensitivity of the Group's financial instruments to interest rate movements. The analysis 
is based on the assumptions that interest will fluctuate by 100 basis points, with all other variables held constant. 

Group -100 basis +100 basis
rM’000 points points
 
31 December 2012 
 
AFS reserve   (5,868)  3,636 
Interest Rate Swap  47,507  (44,620)
Taxation effect on the above at tax rate of 25%  (10,409)  10,246 

Effect on shareholders’ funds  31,230  (30,738)

As percentage of shareholders’ funds 0.7% (0.7)%

 
31 December 2011 
 
AFS reserve   (29,821)  28,640 
Interest Rate Swap  31,206  (28,770)
Taxation effect on the above at tax rate of 25%  (347)  32 

Effect on shareholders’ funds  1,038  (98)

As percentage of shareholders’ funds 0.0% 0.0%

 
1 January 2011 
 
AFS reserve   (20,806)  20,297 
Interest Rate Swap  34,507  (31,650)
Taxation effect on the above at tax rate of 25%  (3,425)  2,838 

Effect on shareholders’ funds  10,276  (8,515)

As percentage of shareholders’ funds 0.3% (0.2%)

42. creDit risK

42.1 Credit risk concentration

 The Group’s counterparties are mainly the GOM, and financial institutions in Malaysia. The financial institutions are 
governed by the Banking and Financial Institutions Act, 1989 and the Islamic Banking Act, 1983 and are subject 
to periodic review by the BNM. The following tables summarise the Group’s maximum exposure to credit risk by 
counterparty or customer or the industry in which they are engaged as at the statement of financial position date: 
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Notes to the Financial statements (continued)

42. creDit risK (coNtiNUeD)

42.2 Amount due from counterparties, Islamic financing debts, mortgage assets and hire purchase assets

All mortgage assets and hire purchase assets are categorised as either:

- neither past due nor impaired; or
- past due but not individually impaired.

The impairment allowance is assessed on a pool of financial assets which are not individually impaired. 

 Credit risk loans comprise amount due from counterparties, Islamic financing debts, mortgage assets and hire purchase 
assets which are due more than 90 days. The coverage ratio is calculated in reference to total impairment allowance 
and the carrying value (before impairment) of credit risk loans. 

   Neither  past due 
Group past  but not    total   credit  
rM’000  due nor  individually  impairment carrying   risk   credit 
    impaired  impaired  total  allowance  value   loan   ratio 

31 December 2012        % 
  
Amount due from
 counterparties  3,696,142   -   3,696,142   -   3,696,142   -   - 
Islamic financing debt  8,076,861   -   8,076,861   -   8,076,861   -   - 
Mortgage assets: 
- Conventional  9,597,206   122,104   9,719,310   59,959   9,659,351   122,104  49
- Islamic  7,074,774   88,254   7,163,028   38,754   7,124,274   88,254  44
Hire purchase assets: 
- Conventional  5   6   11   2   9   6  33
- Islamic  15,861   152   16,013   76   15,937   152  50

    28,460,849   210,516   28,671,365   98,791   28,572,574   210,516  

31 December 2011 
 
Amount due from
 counterparties 4,307,044   -  4,307,044   -   4,307,044   -   - 
Islamic financing debt 6,879,635   -  6,879,635   -   6,879,635   -   - 
Mortgage assets: 
- Conventional 10,463,715   112,979  10,576,694  65,934  10,510,760  112,979  58
- Islamic 7,417,008  61,129  7,478,137  43,243  7,434,894  61,129  71
Hire purchase assets: 
- Conventional 61  7  68  16  52  7  > 100
- Islamic 21,236  161  21,397  176  21,221  161  > 100

   29,088,699  174,276  29,262,975  109,369  29,153,606  174,276  

1 January 2011 
 
Amount due from
 counterparties 4,325,110   -  4,325,110   -   4,325,110   -   - 
Islamic financing debt 6,854,347   -  6,854,347   -   6,854,347   -   - 
Mortgage assets: 
- Conventional 11,329,948   120,558  11,450,506  65,934  11,384,572  120,558  55
- Islamic 7,686,612  52,822  7,739,434  43,243  7,696,191  52,822  82
Hire purchase assets:
- Conventional 775  2  777  16  761  2  > 100
- Islamic 25,347  292  25,639  176  25,463  292  60

   30,222,139  173,674  30,395,813  109,369  30,286,444  173,674 
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Notes to the Financial statements (continued)

42. creDit risK (coNtiNUeD)

42.2 Amount due from counterparties, Islamic financing debts, mortgage assets and hire purchase assets (continued)

 Amount due from counterparties, Islamic financing debts, mortgage assets and hire purchase assets neither past due 
nor individually impaired are as below:

   31 December 2012 31 December 2011 1 January 2011

Group strong total strong total strong total
rM’000

Amount due from
 counterparties 3,696,142 3,696,142 4,307,044 4,307,044 4,325,110 4,325,110
Islamic financing debts 8,076,861 8,076,861 6,879,635 6,879,635 6,854,347 6,854,347
Mortgage assets:
- Conventional 9,597,206 9,597,206 10,463,715 10,463,715 11,329,948 11,329,948
- Islamic 7,074,774 7,074,774 7,417,008 7,417,008 7,686,612 7,686,612
Hire purchase assets:
- Conventional 5 5 61 61 775 775
- Islamic 15,861 15,861 21,236 21,236 25,347 25,347

   28,460,849 28,460,849 29,088,699 29,088,699 30,222,139 30,222,139

 For the purpose of analysis of credit risk quality, the following internal measures of credit quality have been used: 

 Strong - there is a very high likelihood that the asset being recovered in full. This comprise amount due from counterparties,  
Islamic financing debts, mortgage assets and hire purchase assets. 

 An aging analysis of mortgage assets and hire purchase assets that are past due but not individually impaired is set out 
below. 

Group 91 to 121 to 151 to over
rM’000 120 days 150 days 180 days 180 days total

31 December 2012

Mortgage assets:
- Conventional 16,029 12,049 10,196 83,830 122,104
- Islamic 9,060 10,828 6,712 61,654 88,254

Hire purchase assets:
- Conventional - - - 6 6
- Islamic 1 - - 151 152

   25,090 22,877 16,908 145,641 210,516

31 December 2011

Mortgage assets:
- Conventional 15,326 10,526 6,971 80,156 112,979
- Islamic 6,851 4,847 5,941 43,490 61,129

Hire purchase assets:
- Conventional - - 4 3 7
- Islamic 35 28 - 98 161

   22,212 15,401 12,916 123,747 174,276

1 January 2011

Mortgage assets:
- Conventional 20,158 14,374 8,378 77,648 120,558
- Islamic 8,071 4,075 6,581 34,095 52,822

Hire purchase assets:
- Conventional - - 2 - 2
- Islamic - 172 41 79 292

   28,229 18,621 15,002 111,822 173,674
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Notes to the Financial statements (continued)

42. creDit risK (coNtiNUeD)

42.2 Amount due from counterparties, Islamic financing debts, mortgage assets and hire purchase assets (continued)

 For the purpose of this analysis, an asset is considered past due and included above when payment due under strict 
contractual  terms is received late or missed. The amount included is either the entire financial assets, not just the 
payment, of both principal  and interest, overdue on Purchase-Without-Recourse ("PWOR") assets. This may result from 
administrative delays on the side of  the borrower leading to assets being past due but not impaired. Therefore, loans 
and advances less than 90 days past due are not usually considered impaired, unless other information is available to 
indicate the contrary. 

 The impairment allowance on such loans is calculated on a collective, not individual basis as this reflects homogeneous 
nature of the assets, which allows statistical techniques to be used, rather than individual assessments. 

 For the financial year ended 31 December 2012, the Group has deemed it impracticable to disclose the financial effect 
of collateral for its mortgage assets and hire purchase assets. 

 The movement in impairment allowance during the financial year were as follows: 

Group Balance  Writeback Balance
rM’000 as at provision of as at 31
  1 January made provision December

31 December 2012

Mortgage assets:
- Conventional 65,934 2,451 (8,426) 59,959
- Islamic 43,243 840 (5,328) 38,755

Hire purchase assets: 
- Conventional 16 - (14) 2
- Islamic 176 22 (122) 76

  109,369 3,313 (13,890) 98,792

31 December 2011

Mortgage assets:
- Conventional 65,934 - - 65,934
- Islamic 43,243 - - 43,243

Hire purchase assets:
- Conventional 16 - - 16
- Islamic 176 - - 176

  109,369 - - 109,369

1 January 2011

Mortgage assets:
- Conventional 65,934 - - 65,934
- Islamic 43,243 - - 43,243

Hire purchase assets:
- Conventional 16 - - 16
- Islamic 176 - - 176

  109,369 - - 109,369
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Notes to the Financial statements (continued)

42. creDit risK (coNtiNUeD)

42.3 AFS investment securities

 AFS investment securities are measured on fair value basis. The Group mainly uses the ratings by external rating 
agencies, mainly RAM Rating Services Berhad (“RAM”) and Malaysian Rating Corporation Berhad (“MARC”). The table 
below presents an analysis of AFS investment securities external ratings designation:

  investment Grade

Group GoM AAA AA1 to AA2 total
rM’000

31 December 2012

Malaysian government securities 322,318 - - 322,318
Government-issued instruments 578,956 - - 578,956
Private debt securities - 209,531 56,049 265,580
Negotiable instruments of deposits - 236,033 - 236,033
Islamic private debt securities - 428,180 - 428,180
Bank Negara Malaysia 99,764 - - 99,764
Quasi debt securities 206,056 - - 206,056
Islamic quasi government securities - 13,808 - 13,808

  1,207,094 887,552 56,049 2,150,695

31 December 2011

Malaysian government securities 386,962 - - 386,962
Government-issued instruments 522,140 - - 522,140
Private debt securities - 132,713 187,896 320,609
Negotiable instruments of deposits - 76,594 76,618 153,212
Islamic negotiable instrument of deposits - 298,105 - 298,105
Islamic private debt securities - 356,068 25,391 381,459

  909,102 863,480 289,905 2,062,487

1 January 2011

Malaysian government securities 291,782 - - 291,782
Government-issued instruments 214,154 - - 214,154
Private debt securities - 163,376 178,247 341,623
Negotiable instruments of deposits - 50,014 50,373 100,387
Islamic negotiable instrument of deposits - 42,461 - 42,461
Islamic private debt securities - 415,537 - 415,537
BNM negotiable notes 69,216 - - 69,216
Malaysian treasury bills 6,929 - - 6,929
Malaysian Islamic treasury bills 7,505 - - 7,505

  589,586 671,388 228,620 1,489,594

None of these assets are impaired nor past due but not impaired. 

42.4 Amount due from related company, SPE and holding company 

 None of these assets are impaired nor past due but not impaired. 
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Notes to the Financial statements (continued)

43. LiQUiDitY risK

43.1 Funding approach 

 Sources of liquidity are regularly reviewed to maintain a wide diversification of debt portfolios. This involves managing 
market access in order to widen sources of funding to avoid over dependence on a single funding source as well as to 
minimise cost of  funding. 

43.2 Liquidity pool

 The Group’s liquidity pool comprised the following cash and unencumbered assets:

  cash and
  deposit in
  licenced Derivative AFs  islamic other
  financial financial investment Mortgage mortgage available
Group institutions instruments securities assets assets liquidity total
rM’000

As at 31 December 2012 1,076,318 1,115 2,150,695 9,659,351 7,124,273 11,823,821 31,835,573

As at 31 December 2011 802,613 - 2,062,487 10,510,760 7,434,894 11,243,972 32,054,726

As at 1 January 2011 232,510 2,848 1,489,594 11,384,572 7,696,191 11,248,551 32,054,266

43.3 Contractual maturity of financial liabilities

 The tables below present the cash flows payable by the Group under non-derivative financial liabilities by remaining 
contractual maturities at the date of the statement of financial position. The amounts disclosed in the table are contractual 
undiscounted cash flow, whereas the Group manages the liquidity risk based on a different basis. 
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43. LiQUiDitY risK (coNtiNUeD)

43.4 Derivatives liabilities

 The Group's derivatives comprise IRS/IPRS held by a subsidiary, for which net cash flows are exchanged, held for 
hedging purposes. The derivatives held by the subsidiary is settled on a net basis. 

 The following table analyses the subsidiaries' derivative financial liabilities that will be settled on a net basis into relevant 
maturity groupings based on the remaining period at the date of the statement of financial position to the contractual 
maturity date. Contractual maturities are assessed to be essential for an understanding of all derivatives. The amounts 
disclosed in the table below are the contractual undiscounted cash flows. 

  on demand one to three to one to
Group up to three twelve five over five
rM’000 1 month months months years years total

31 December 2012 

Derivatives held 
 for hedging -
 IRS/IPRS - (4,896) (5,246) (34,059) (14,536) (58,737)

31 December 2011

Derivatives held
 for hedging -
 IRS - (4,540) (4,491) (38,622) (17,555) (65,208)

1 January 2011

Derivatives held
 for hedging -
 IRS (3,200) (5,536) (4,621) (30,892) (6,715) (50,964)

44.  FAir VALUe oF FiNANciAL iNstrUMeNts 

 Financial instruments comprise financial assets, financial liabilities and off-balance sheet financial instruments. Fair value is 
the amount at which a financial asset could be exchanged or a financial liability settled, between knowledgeable and willing 
parties in an arms length transaction. The information presented herein represents the estimates of fair values as at the date 
of the statement of financial position. 

 Where available, quoted and observable market prices are used as the measure of fair values. Where such quoted and 
observable market values are not available, fair values are estimated based on a number of methodologies and assumptions 
regarding risk characteristics of various financial instruments, discount rates, estimates of future cash flows and other 
factors. Changes in the assumptions could materially affect these estimates and the corresponding fair values. In addition, 
fair value information for non-financial assets and liabilities such as property and equipment are excluded, as they do not fall 
within the scope of MFRS 7, which requires the fair value information to be disclosed. 
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44.  FAir VALUe oF FiNANciAL iNstrUMeNts (coNtiNUeD) 

 The derivative financial instruments become favourable (assets) or unfavourable (liabilities) as a result of fluctuations in market 
interest rates relative to their terms. The extent to which instruments are favourable or unfavourable and the aggregate fair 
values of derivative financial assets and liabilities can fluctuate significantly from time to time. 

44.1 Fair value of financial instruments

 The estimated fair values of the Group’s financial instruments approximated their carrying values in the statement of 
financial position except for the following:

  31 December 2012 31 December 2011 1 January 2011
Group carrying Fair carrying Fair carrying Fair
rM’000 value value value value value value

Assets

Amount due from
 counterparties 3,696,142 3,658,310 4,307,044 4,225,749 4,325,110 4,331,896
Islamic financing debts 8,076,861 8,118,391 6,879,635 6,933,983 6,854,347 6,883,641
Mortgage assets:
- Conventional 9,659,351 10,975,345 10,510,760 11,582,348 11,384,572 12,135,566
- Islamic 7,124,273 7,802,410 7,434,894 7,951,609 7,696,191 8,045,000
Hire purchase assets:
- Conventional 9 3 52 75 761 758
- Islamic 15,937 17,826 21,221 22,586 25,463 25,506

   28,572,573 30,572,285 29,153,606 30,716,350 30,286,444 31,422,367

Liabilities

Unsecured bearer bonds
 and notes 9,217,450 9,253,355 9,688,021 9,877,465 10,039,490 10,439,339
Sukuk 11,707,559 11,691,278 10,585,467 10,742,244 10,651,329 10,792,463
RMBS 3,195,295 3,377,904 3,842,781 4,036,711 4,135,420 4,280,168
IRMBS 2,865,314 2,963,803 3,382,798 3,442,405 3,382,798 3,384,279

   26,985,618 27,286,340 27,499,067 28,098,825 28,209,037 28,896,249

 The following methods and assumptions were used to estimate the fair value of financial instruments as at the statement 
of financial position date: 

(a) Cash and short-term funds 

 The carrying amount of cash and short-term funds is used as reasonable estimate of fair values as the maturity is 
less than or equal to a month. 

(b) Amounts due from counterparties 

 The fair value of the fixed rate assets portfolio is based on the present value of estimated future cash flows 
discounted at the prevailing market rates of loans with similar credit risk and maturities at the statement of financial 
position date. The fair value of the floating rate assets portfolio is based on their carrying amount as the repricing 
date of the floating rate assets portfolio is not greater than 6 months. 
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44. FAir VALUe oF FiNANciAL iNstrUMeNts (coNtiNUeD)

44.1 Fair value of financial instruments (continued)

(c) Mortgage assets and hire purchase assets 

 The fair value of the mortgage assets and hire purchase assets are derived at using the present value of future cash 
flows discounted based on the mortgage assets market yield to maturity at the date of the statement of financial 
position. 

(d) AFS investment securities 

 The fair value of the AFS investment securities is derived from the market indicative quotes or observable market 
prices at the date of the statement of financial position. 

(e) Islamic financing debts 

 The fair value of the Islamic financing debts is based on the present value of estimated future cash flows discounted 
at the prevailing market rates of loans with similar credit risk and maturities at the date of the statement of financial 
position. 

(f) Other financial assets 

 Other financial assets include other debtors and deposits. The fair value of other financial assets is estimated at 
their carrying amount. 

(g) Unsecured bearer bonds and notes and Sukuk 

 The fair value of the unsecured bearer bonds and notes and Sukuk is derived from the market indicative quotes or 
observable market prices at the date of the statement of financial position.

(h)  Amount due (to)/from subsidiary companies, JV and SPE 

 The estimated fair value of amount due (to)/from a related company approximated their book value due to short 
tenure of less than one year. 

(i) RMBS and IRMBS 

 The fair value of the RMBS and IRMBS is derived from the market indicative quotes or observable market prices 
at the date of the statement of financial position.

(j) Other financial liabilities 

 Other financial liabilities include creditors and accruals. The fair value of other financial liabilities is estimated at 
their carrying amount. 

(k) Derivatives financial instruments 

 The estimated fair value of the IRS/IPRS is based on the estimated future cash flows discounted using the market 
interest rate at the statement of financial position date. 



www.cagamas.com.my annual report 2012 laporan tahunan > 159

Notes to the Financial statements (continued)

44. FAir VALUe oF FiNANciAL iNstrUMeNts (coNtiNUeD)

44.2 Fair value hierarchy
 
 The table below analyses financial instruments carried at fair value, by valuation method. The different levels have been 

defined as follows: 

 - Level 1: Quoted prices (unadjusted) in active markets for identical assets and liabilities. 

 - Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either  
 directly (i.e. prices) or indirectly (i.e. derived from prices). 

 - Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

Group Level 1 Level 2 Level 3 total
rM’000 

31 December 2012 

Assets 
AFS investment securities - 2,150,695 - 2,150,695
Derivative financial instruments - 1,115 - 1,115

Liabilities 
Derivative financial instruments - 53,741 - 53,741

31 December 2011 

Assets 
AFS investment securities - 2,062,487 - 2,062,487

Liabilities 
Derivative financial instruments - 58,278 - 58,278

45. seGMeNt reportiNG

 The Chief Executive Officer (the chief operating decision maker) of Cagamas Berhad makes strategic decisions and allocation 
of resources centrally on behalf of the Group. The Group has determined the following operating segments based on reports 
reviewed by the chief operating decision maker in making its strategic decisions: 

(a) Purchase With Recourse (“PWR”) 

 The PWR scheme consists of purchase of mortgage loans, personal loans, hire purchase and leasing debts and Islamic 
financing facilities such as home financing, hire purchase financing and personal financing from the primary lenders 
approved by the Group. The loans and financing are acquired with recourse to the primary lenders should the loans and 
financing fail to comply with agreed prudential criteria. 

(b) Purchase Without Recourse (“PWOR”) 

 Under the PWOR scheme, the Group purchases the mortgage assets and hire purchase assets from counterparty on an 
outright basis for the remaining tenure of the respective assets purchased. The purchases are made without recourse 
to counterparty, other than certain warranties to be provided by the seller pertaining to the quality of the assets. 

 In each reporting segments, income is derived by seeking investments to maximise returns. These returns consist of 
interest and gains on the appreciation in the value of investments.

 There were no changes in the reportable segments during the year. 
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45. seGMeNt reportiNG (coNtiNUeD)

  purchase purchase
  with without Mortgage
Group recourse recourse guarantee total
rM’000

2012

External revenue 505,701 1,047,728 3,572 1,557,001

External interest/profit expense (396,566) (679,466) - (1,076,032)

Profit before taxation and zakat 81,552 466,643 3,716 551,911
Zakat (752) (366) - (1,118)
Taxation (20,047) (116,420) (1,167) (137,634)

Net profit by segment 60,753 349,857 2,549 413,159

Segment assets 13,332,547 18,315,755 215,348 31,863,650

Segment liabilities 10,728,144 16,871,514 2,249 27,601,907

Other information:
Capital expenditure 792 593 - 1,385
Depreciation and amortisation 1,355 2,217 - 3,572

2011

External revenue 486,469 1,113,951 3,071 1,603,491

External interest/profit expense 369,891 329,994 - 699,885

Profit before taxation and zakat 90,472 498,118 2,898 591,488
Zakat (1,084) (1,176) - (2,260)
Taxation (22,111) (124,261) (748) (147,120)

Net profit by segment 67,277 372,681 2,150 442,108

Segment assets 12,163,834 19,870,381 103,647 32,137,862

Segment liabilities 16,480,652 11,764,727 1,488 28,246,867

Other information:
Capital expenditure 299 259 - 558
Depreciation and amortisation 2,014 1,743 - 3,757
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46. ANALYsis oF GroUp's FiNANciAL positioN AND perForMANce 
 
 Assets AND LiABiLities 
   cagamas 
   Holdings 
   Berhad and    consolidation 
 rM’000 cagamas cMBs cMGp  csrp  adjustments  total 

 31 December 2012 
 
 Assets 

 Cash and short-term funds  371,729   248,400   44,456   46,384   -   710,969 
 Deposits and placement with 
  financial institutions  542   302,793   28,247   33,767   -   365,349 
 Derivative financial instruments  1,115   -   -   -   -   1,115 
 AFS investment securities  1,165,983   922,381   36,031   26,300   -   2,150,695 
 Amounts due from
  counterparties  3,696,142   -   -   -   -   3,696,142 
 Islamic financing debts  8,076,861   -   -   -   -   8,076,861 
 Mortgage assets:   
 - Conventional  6,093,780   3,565,571   -   -   -   9,659,351 
 - Islamic  3,828,813   3,295,460   -   -   -   7,124,273 
 Hire purchase assets:    -   -  
 - Conventional  9   -   -   -   -   9 
 - Islamic  15,937   -   -   -   -   15,937 
 Amount due from SPE  829   -   -   -   (829)  -
 Other assets  11,142   25,029   -   -   -   36,171 
 Property and equipment  4,363   -   -   -   -   4,363 
 Intangible assets  9,552   -   -   -   -   9,552 
 Deferred taxation  12,622   -   65   1   -   12,688 
 Tax recoverable  12   -   163   -  - 175
 Investment in subsidiaries  4,185,663   -   -   -   (4,185,663)  - 
 Investment in SPE  -*   -   -   -   -     - 

 totAL Assets  27,475,094   8,359,634   108,962   106,452    31,863,650 

 
 LiABiLities 

 Unsecured bearer bonds
  and notes  9,217,450   -   -   -   -   9,217,450 
 Sukuk  11,707,559   -   -   -   -   11,707,559 
 Derivative financial instruments  53,741   -   -   -   -   53,741 
 RMBS  -   3,195,295   -   -   -   3,195,295 
 IRMBS  -   2,865,314   -   -   -   2,865,314 
 Deferred taxation  3,391   470,664   178   336   -   474,569 
 Deferred guarantee fee income  -   -   3   1,035   -   1,038 
 Deferred Wakalah fee income  -   -   1   419   -   420 
 Provision for taxation  18,698   4,588   -   155   -   23,441 
 Other liabilities  62,793   97   121   68   -   63,079 
 Amount due to a subsidiary/       

 related company  -   829   -   -   (829)  -   

 totAL LiABiLities  21,063,632   6,536,787   303   2,013    27,601,906 

 * denotes  RM4
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46. ANALYsis oF GroUp's FiNANciAL positioN AND perForMANce (coNtiNUeD) 
 
 Assets AND LiABiLities  
   cagamas 
   Holdings 
   Berhad and    consolidation 
 rM’000 cagamas cMBs cMGp  csrp  adjustments  total 

 31 December 2011 
 
 Assets 

 Cash and short-term funds  355,757   67,693   -     55,769   -   479,219 
 Deposits and placement with 
  financial institutions  688   299,984   -     22,722   -   323,394 
 Derivative financial instruments  -     -   -     -   -   -   
 AFS investment securities  596,599   1,440,732   -     25,156   -   2,062,487 
 Amounts due from
  counterparties  4,307,044   -   -     -   -   4,307,044 
 Islamic financing debts  6,879,635   -   -     -   -   6,879,635 
 Mortgage assets: 
 - Conventional  6,578,196   3,932,564   -     -   -   10,510,760 
 - Islamic  3,918,909   3,515,985   -     -   -   7,434,894 
 Hire purchase assets: 
 - Conventional  52   -   -     -   -   52 
 - Islamic  21,221   -   -     -   -   21,221 
 Amount due from SPE  67   -   -     -   -   67 
 Other assets  5,646   30,447   -     -   -   36,093 
 Property and equipment  4,311   -   -     -   -   4,311 
 Intangible assets  11,796   -   -     -   -   11,796 
 Deferred taxation  13,810   -   -     -   -   13,810 
 Investment in subsidiary
  companies  4,081,628   -   -     -   (4,081,628)  - 
 Investment in SPE   -*     -   -     -   -   - 
 Amount due from holding
  company  2   -   -     -   (2)  - 
 Amount due from subsidiaries  910   -   -     -   (910)  - 
 Interest in a JV  50,000   -   -     -   3,079   53,079 

 totAL Assets  26,826,271   9,287,405   -     103,647    32,137,862 
 
 
 LiABiLities 

 Unsecured bearer bonds
  and notes  9,868,021   -     -  - -  9,868,021 
 Sukuk  10,585,467   -     -  -  - 10,585,467 
 Derivative financial instruments  58,278   -     -  - -  58,278 
 RMBS  -   3,842,781   -    -  -   3,842,781 
 IRMBS  -   3,382,798   -    -  -   3,382,798 
 Deferred taxation  4,616   425,059   -     (136)  -   429,539 
 Deferred guarantee fee income - -  -     748   -   748 
 Deferred Wakalah fee income - -  -     219   -   219 
 Provision for taxation  12,279   2,506   -     589   -   15,374 
 Other liabilities  63,468   106   -     68   -   63,642 
 Amount due to a subsidiary/ 
  related company  2   910   -     -   (912)  -   

 totAL LiABiLities  20,592,131   7,654,160   -     1,488    28,246,867 

 * denotes  RM4
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46. ANALYsis oF GroUp's FiNANciAL positioN AND perForMANce (coNtiNUeD) 
 
 Assets AND LiABiLities  
   cagamas 
   Holdings 
   Berhad and    consolidation 
 rM’000 cagamas cMBs cMGp  csrp  adjustments  total 

 1 January 2011 
 
 Assets 

 Cash and short-term funds  114,273   36,515   -     -     -   150,788 
 Deposits and placement with 
    financial institutions  350   81,372   -     -     -   81,722 
 Derivative financial instruments  2,848   -   -     -     -   2,848 
 AFS investment securities  350,383   1,139,211   -     -     -   1,489,594 
 Amounts due from
  counterparties  4,325,110   -   -     -     -   4,325,110 
 Islamic financing debts  6,854,347   -   -     -     -   6,854,347 
 Mortgage assets: 
 - Conventional  7,074,638   4,309,934   -     -     -   11,384,572 
 - Islamic  3,992,999   3,703,192   -     -     -   7,696,191 
 Hire purchase assets: 
 - Conventional  761   -     -    - -  761 
 - Islamic  25,463   -     -    - -  25,463 
 Amount due from SPE  1,059   -     -    -  (997)  62 
 Other assets  6,375   36,504   -     -     -   42,879 
 Property and equipment  5,363  -  -     -    -  5,363 
 Intangible assets  13,943  -  -     -    -  13,943 
 Deferred taxation  5,170  -  -     -    -  5,170 
 Investment in subsidiary
  companies  3,981,628  -  -     -     (3,981,628)  - 
 Investment in SPE  -*    -  -     -     -  -
 Amount due from holding
  company  2  -  -     -     (2)  - 
 Amount due from subsidiaries  133,335  -  -     -     (133,335)  - 
 Interest in a JV  50,000  -  -     -     1,852   51,852 

 totAL Assets  26,938,047   9,306,728   -     -    32,130,665 

 

 LiABiLities 

 Unsecured bearer bonds
  and notes  10,039,490  -  -     -   -   10,039,490 
 Sukuk  10,651,329  -  -     -    -  10,651,329 
 Derivative financial instruments  46,813  -  -     -    -  46,813 
 RMBS  -   4,135,420   -     -    -  4,135,420 
 IRMBS  -   3,382,798   -     -    -  3,382,798 
 Deferred taxation  -   368,789   -     -    -  368,789 
 Provision for taxation  46,585   22   -     -     (33,335)  13,272 
 Other liabilities  13,362   111   -     -    -  13,473 
 Amount due to a subsidiary/ 
  related company  2   997   -     -     (999)  -   

 totAL LiABiLities  20,797,581   7,888,137   -     -    28,651,384 

 * denotes  RM4
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46. ANALYsis oF GroUp's FiNANciAL positioN AND perForMANce (coNtiNUeD) 
 
 iNcoMe stAteMeNts 
   cagamas 
   Holdings 
   Berhad and    consolidation 
 rM’000 cagamas cMBs cMGp  csrp  adjustments  total 

 2012 
 
 Interest income  662,603   339,054   118   3,454   -   1,005,229 
 
 Interest expense  (442,687)  (183,309)  -     -   -  (625,996)
 
 Income from Islamic operations  101,412   100,902   2   61   (3,629)     198,748 
 
 Non-interest income/(expense)  137,475   -     -     173   (136,179)  1,469 

    458,803   256,647   120   3,688  -  579,450 
 
 Administration and general
  expenses  (20,055)  (8,669)  (20)  (72)  7,808    (21,008)
 
 Personnel costs  (18,376)  -   -   -   -  (18,376)
 
 Share of profit in a JV company  -   -   -   -   1,127   1,127 

 
 OPERATING PROFIT 420,372   247,978   100   3,616  -  541,193 
 
 Purchased goodwill written off - - - - 142 142

 Writeback of allowance for 
  impairment losses 5,127 5,450 - - - 10,577

 
 PROFIT BEFORE TAxATION 
  AND ZAKAT 425,499 253,428 100 3,616 - 551,912

 Zakat  (1,118)  -   -   -   -  (1,118)
 
 Taxation  (106,110)  (63,356)  (25)  (1,143)  33,000  (137,634)

 
 PROFIT FOR THE FINANCIAL  
  YEAR  318,271   190,072   75   2,473    413,160 
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46. ANALYsis oF GroUp’s FiNANciAL positioN AND perForMANce (coNtiNUeD) 
 
 iNcoMe stAteMeNts 
   cagamas 
   Holdings 
   Berhad and    consolidation 
 rM’000 cagamas cMBs cMGp  csrp  adjustments  total 

 2011 
 
 Interest income  681,957   362,114   -     3,071   -   1,047,142 
 
 Interest expense  (451,555)  (200,533)  -     -   -  (652,088)
 
 Income from Islamic operations  107,486   130,591   -     6   (3,879)  234,204 
 
 Non-interest income/(expense)  33,842   39   -     20   (34,674) (773)

    371,730   292,211   -     3,097    628,485 
 
 Administration and general
  expenses  (18,978)  (9,464)  -     (199)  8,552  (20,089)
 
 Personnel costs  (18,020)  -   -     -    (18,020)
 
 Share of profit in a JV company  -   -   -     -   1,112   1,112 

 PROFIT BEFORE TAxATION
  AND ZAKAT 334,732   282,747   -     2,898    591,488 

 Zakat  (2,260)  -   -     -   -  (2,260)
 
 Taxation  (83,213)  (70,659)  -     (748)  7,500  (147,120)

 
 PROFIT FOR THE FINANCIAL 
  YEAR  249,259   212,088   -     2,150    442,108 
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47.  cApitAL ADeQUAcY 

 The Group and the Company's objectives when managing capital, which is a broader concept than the "equity" on the face 
of the statement of financial position, are:

(a)  To align with industry best practices and benchmark set by the regulators; 

(b) To safeguard the Group and the Company's ability to continue as a going concern so that it can continue to provide 
returns for shareholders and benefit to other stakeholders; and

(c)  To maintain a strong capital base to support the development of its business. 

 The Group and the Company is not subject to the BNM Guidelines. However, disclosure of the capital adequacy ratios is 
made on a voluntary basis for information purposes. 

 Capital adequacy and the use of regulatory capital are monitored by the Group and the Company's management, employing 
techniques based on the guidelines developed by the Basel Committee and as implemented by BNM, for supervisory 
purposes. 

 The Group maintains a ratio of total regulatory capital to its risk-weighted assets which is computed in accordance with the 
BNM revised Risk-Weighted Capital Adequacy Framework (RWCAF- Basel II). 

 The regulatory capital comprise of two tiers: 

(a) Tier 1 capital: share capital (net of any book values of treasury shares) and other reserves which comprise retained 
earnings and reserves created by appropriations of retained earnings; and

(b) Tier 2 capital : comprise collective impairment allowances on mortgage assets and hire purchase assets and unrealised 
gains arising from fair valuation of financial instruments held as AFS.

 Core capital ratio refers to the ratio of Tier 1 capital to risk-weighted assets. Risk-weighted capital ratio is the ratio of total 
capital base to  risk-weighted assets. 
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47. cApitAL ADeQUAcY (coNtiNUeD)
  Group

  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000
The capital adequacy ratios are as follows:

tier i capital

Paid up capital 150,000 150,000 150,000
Other reserves 3,928,213 3,774,369 3,354,761

  4,078,213 3,924,369 3,504,761
Deferred tax liabilities 461,433 415,729 363,619

Total Tier I capital 4,539,646 4,340,098 3,868,380

tier ii capital

Allowance for impairment losses 98,792 109,369 109,369

Total Tier II capital 98,792 109,369 109,369

Total capital base 4,638,438 4,449,467 3,977,749

Capital ratios:
Core* 35.6% 34.8% 26.0%

Risk-weighted* 36.4% 35.7% 26.8%

Breakdown of risk-weighted assets in the various risk categories
is as follows:

Credit risk 11,579,069 11,239,208 -
Operational risk 1,179,988 1,237,674 -

Total risk-weighted assets* 12,759,057 12,476,882 -

Breakdown of risk-weighted assets in the various risk-weight is
as follows:

0%  - - 660,783
10%  - - 26,176
20%  - - 11,473,049
50%  - - 23,361,088
100% - - 885,826

  - - 36,406,922

Total risk-weighted assets* - - 14,863,598

* Computation using Basel II (Pillar 1) for 31 December 2012 and 2011 and Basel I for 1 January 2011 
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48. isLAMic operAtioNs

STATEMENT OF FINANCIAL POSITION 
As At 31 December 2012

  Group

  Note 31 December 31 December 1 January
   2012 2011 2011
   rM’000 rM’000 rM’000
ASSETS

Cash and short-term funds (a) 188,036 66,470 48,200
Deposits and placement with financial institutions (b) 74,789 30,626 -
AFS investment securities (c) 467,249 741,797 414,953
Derivative financial assets  1,115 - -
Financing debts (d) 8,076,861 6,879,635 6,854,347
Mortgage assets (e) 7,115,616 7,431,303 7,696,191
Hire purchase assets (f) 9,975 9,930 6,689
Deferred taxation  28 55 -
Other assets and prepayments  289,062 289,176 293,732

TOTAL ASSETS  16,222,731 15,448,992 15,314,112

LIABILITIES

Sukuk (g) 11,707,559 10,585,467 10,651,329
IRMBS (h) 2,865,314 3,382,798 3,382,798
Deferred taxation  196,612 180,629 157,152
Provision for taxation  3,674 2,541 -
Other liabilities (i) 11,538 10,624 8,901

TOTAL LIABILITIES  14,784,697 14,162,059 14,200,180
ISLAMIC OPERATIONS' FUNDS  1,438,034 1,286,933 1,113,932

TOTAL LIABILITIES AND ISLAMIC OPERATIONS' FUNDS  16,222,731 15,448,992 15,314,112
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48. isLAMic operAtioNs (coNtiNUeD)

INCOME STATEMENT 
For The Financial Year Ended 31 December 2012

  Group

  Note 2012 2011
   rM’000 rM’000

Total income attributable  787,092 830,988

Income attributable to the Sukuk holders (j) (588,344) (596,784)

Total net income (k) 198,748 234,204

Administration and general expenses  (2,537) (2,721)

OPERATING PROFIT FROM ISLAMIC OPERATIONS  196,211 231,483

Writeback of allowance for impairment losses  4,484 -

   200,695 231,483

Zakat  (1,118) (2,260)

Taxation  (50,184) (57,824)

PROFIT FOR THE FINANCIAL YEAR  149,393 171,399

STATEMENT OF COMPREHENSIVE INCOME 
For The Financial Year Ended 31 December 2012

Profit for the financial year  149,393 171,399

Other comprehensive income:

AFS investment securities
- Net gain on fair value changes before taxation  173 2,137
- Deferred taxation  (43) (535)

Cashflow hedge
- Net gain on cashflow hedge before taxation  1,124 -
- Deferred taxation  (281) -

Other comprehensive income for the financial year, net of taxation  973 1,602

Total comprehensive income for the financial year  150,366 173,001
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48. isLAMic operAtioNs (coNtiNUeD)

STATEMENT OF CHANGES IN ISLAMIC OPERATIONS' FUNDS 
For The Financial Year Ended 31 December 2012

Group Allocated
rM’000 capital AFs cashflow retained
   funds reserve hedge profits total

31 December 2012

Balance as at 1 January 2012 294,159 2,448 - 990,326 1,286,933

Profit for the financial year - - - 149,393 149,393

Arising from consolidation of a previous JV - - - 735 735

Other comprehensive income - - 973 - 973

Total comprehensive income 
 for the financial year - - 973 150,128 151,101

Balance as at 31 December 2012 294,159 2,448 973 1,140,454 1,438,034

31 December 2011

Balance as at 1 January 2011 294,159 846 - 818,927 1,113,932

Profit for the financial year - - - 171,399 171,399

Other comprehensive income - 1,602 - - 1,602

Total comprehensive income 
 for the financial year - 1,602 - 171,399 173,001

Balance as at 31 December 2011 294,159 2,448 - 990,326 1,286,933
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48. isLAMic operAtioNs (coNtiNUeD)

STATEMENT OF CASH FLOW
For The Financial Year Ended 31 December 2012

  Group

   Note 2012 2011
    rM’000 rM’000

OPERATING ACTIVITIES

Profit for the financial year  149,393 171,399

Adjustments for investment items and items not 
 involving the movement of cash and cash equivalents:

Accretion of discount on AFS investment securities  (5,028) -
Accretion of discount on debt securities  (2,968) (2,486)
Accretion of discount on mortgage assets  (150,790) (179,100)
Accretion of discount on hire purchase assets  (233) (2,170)
Income from debts securities  (171,617) (187,598)
Income from operations  (458,213) (463,259)
Profit attributable to Sukuk holders  588,033 596,717
Gain on disposal of AFS investment securities  (135) (99)
Allowance on impairment losses on mortgage assets  (4,484) -
Amortisation of premium less accretion of discount on AFS investment securities  - 27
Wakalah fee expense  91 108
Taxation  50,184 61,245
Zakat  1,118 2,260

Operating loss before working capital changes  (4,649) (2,956)

Increase in financing debts  (1,190,454) (18,730)
Decrease in mortgage assets  465,858 438,667
Decrease/(increase) in hire purchase assets  605 (673)
Decrease/(increase) in other assets and prepayments  142 (374)
Increase/(decrease) in Sukuk  1,111,265 (79,180)
Decrease in IRMBS  (517,484) -
Decrease in other liabilities  (2,322) (479)

Cash (utilised in)/generated from operations  (137,039) 336,275

Income received from assets  627,649 648,394
Wakalah fee received/(paid)  107 (108)
Profit paid to Sukuk holders  (577,207) (583,399)
Payment of taxation  (26,751) (28,661)
Payment of zakat  (2,260) (1,785)

Net cash (utilised in)/generated from operating activities  (115,501) 370,716
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48. isLAMic operAtioNs (coNtiNUeD)

STATEMENT OF CASH FLOW 
For The Financial Year Ended 31 December 2012 (continued)

  Group

   Note 2012 2011
    rM’000 rM’000

INVESTING ACTIVITIES

Purchase of AFS investment securities  (1,505,542) (916,807)
Income received from debt securities  - 888
Sale of AFS investment securities  1,785,854 594,099
Derivative financial instruments  9 -
Income received from debt securities  96 -
Investment in subsidiary, net of cash acquised  813 -

Net cash generated from/(utilised in) investing activities  218,230 (321,820)

Net increase in cash and cash equivalents  165,729 48,896

Cash and cash equivalents as at beginning of the financial year  97,096 48,200

Cash and cash equivalents as at end of the financial year  262,825 97,096

Analysis of cash and cash equivalents:

Cash and short-term funds (a) 188,036 66,470
Deposits and placements with financial institutions (b) 74,789 30,626

    262,825 97,096
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48. isLAMic operAtioNs (coNtiNUeD)

(a) CASH AND SHORT-TERM FUNDS
  Group

   31 December 31 December 1 January
   2012 2011 2011
   rM’000 rM’000 rM’000

Cash and bank balances with banks and other financial institutions 82 110 47
Mudharabah money at call and deposit placements
 maturing within one month 187,954 66,360 48,153

   188,036 66,470 48,200

(b) DEPOSITS AND PLACEMENTS WITH FINANCIAL INSTITUTIONS

Licensed banks 74,789 30,626 -

(c) AFS INVESTMENT SECURITIES

At fair value:

Malaysian government investment issues 266,512 264,119 147,966
Negotiable debt securities - - 5,073
Debt securities 87,165 179,573 211,948
Negotiable instrument of deposits - 298,105 42,461
Malaysian treasury bills 99,764 - 7,505
Quasi government fixed group 13,808 - -

   467,249 741,797 414,953

 The maturity structure of AFS investment securities is as follows:

Maturing within one year 169,142 461,979 152,086
One year to three years 142,035 96,797 200,180
Three years to five years 70,506 111,822 62,687
More than five years 85,566 71,199 -

   467,249 741,797 414,953
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48. isLAMic operAtioNs (coNtiNUeD)

(d) FINANCING DEBTS
  Group

   31 December 31 December 1 January
   2012 2011 2011
   rM’000 rM’000 rM’000

House financing debts 1,063,445 525,417 553,644
Hire purchase debts 4,034,911 3,217,740 2,587,283
Personnel financing 2,978,505 3,136,478 3,713,420

   8,076,861 6,879,635 6,854,347

The maturity structure of financing debts is as follows:

Maturing within one year 2,619,653 1,038,705 702,765
One year to three years 3,002,670 3,199,533 1,284,009
Three years to five years 2,454,538 2,641,397 3,567,540
More than five years - - 1,300,033

   8,076,861 6,879,635 6,854,347

(e) MORTGAGE ASSETS

PWOR 7,115,616 7,431,303 7,696,191

The maturity structure of mortgage assets is as follows:

Maturing within one year 956,696 911,883 848,709
One year to three years 1,110,608 1,197,919 1,153,802
Three years to five years 1,103,236 1,128,708 1,119,160
More than five years 5,355,126 5,741,145 6,282,632

   8,525,666 8,979,655 9,404,303

Less: Unaccreted discount (1,371,313) (1,505,109) (1,664,869)
  Allowance for impairment losses (38,737) (43,243) (43,243)

   7,115,616 7,431,303 7,696,191
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48. isLAMic operAtioNs (coNtiNUeD)

(f) HIRE PURCHASE ASSETS
  Group

   31 December 31 December 1 January
   2012 2011 2011
   rM’000 rM’000 rM’000

PWOR 9,975 9,930 6,689

The maturity structure of hire purchase assets is as follows:

Maturing within one year 3,448 2,737 1,842
One year to three years 5,016 4,904 3,136
Three years to five years 1,894 2,695 2,034
More than five years 83 132 148

   10,441 10,468 7,160

Less: Unaccreted discount (445) (538) (365)
  Allowance for impairment losses (21) - (106)

   9,975 9,930 6,689

(g) SUKUK

Bithaman Ajil - 243,735 487,915
Medium-term notes 11,207,295 10,341,732 9,858,482
Commercial papers 500,264 - 304,932

   11,707,559 10,585,467 10,651,329

The maturity structure of Sukuk is as follows:

Maturing within one year 4,077,559 2,050,467 1,822,594
One year to three years 3,630,000 3,990,000 4,458,735
Three years to five years 1,605,000 2,210,000 1,345,000
More than five years 2,395,000 2,335,000 3,025,000

   11,707,559 10,585,467 10,651,329
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48. isLAMic operAtioNs (coNtiNUeD)
  Group

   31 December 31 December 1 January
   2012 2011 2011
   rM’000 rM’000 rM’000

(h) ISLAMIC RESIDENTIAL MORTAGE-BACKED SECURITIES ("IRMBS")

IRMBS 2,865,314 3,382,798 3,382,798

The maturity structure of the IRMBS is as follows:

Maturing within one year 15,314 532,798 17,798
One year to three years 785,000 270,000 515,000
Three years to five years 810,000 515,000 785,000
More than five years 1,255,000 2,065,000 2,065,000

   2,865,314 3,382,798 3,382,798

(i) OTHER LIABILITES

Zakat 1,119 2,260 1,785
Other payables 10,419 8,364 7,116

   11,538 10,624 8,901

(j) INCOME ATTRIBUTABLE TO THE SUKUK HOLDERS

     Group

    2012 2011
    rM’000 rM’000

Income from:

Mortgage assets  333,450 347,982
Financing debts  254,247 248,442
Hire purchase assets  337 293
Deposits and placements of financial institutions  310 67

    588,344 596,784

Income attributable to the Sukuk holders analysed by concept:

Mudharabah  310 448,796
Bai Al-Dayn  449,726 67
Musyarakah  138,308 147,921

    588,344 596,784
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48. isLAMic operAtioNs (coNtiNUeD)

(k) TOTAL NET INCOME
  Group

   2012 2011
   rM’000 rM’000

Income from:

Mortgage assets  147,324 184,008
Hire purchase assets  301 199
Financing debts  23,650 22,865
AFS investment securities  21,548 20,716
Deposits and placements with financial institutions  6,197 6,412
Wakalah guarantee fee  52 4
Income from IPRS  (324) -

   198,748 234,204

Total net income analysed by concept are as follows:

Bai Al-Dayn  171,415 207,073
Mudharabah  12,829 10,835
Bai Bithaman Ajil  9,610 9,617
Murabahah  3,667 2,144
Musyarakah  1,174 4,241
Bai Al-Inah  - 280
Ijarah  1 10
Wakalah  52 4

   198,748 234,204

(l) CAPITAL ADEQUACY
  Group

  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000

tier i capital

Allocated capital funds 294,159 294,159 294,159
Other reserves 1,140,503 990,326 818,927

  1,434,662 1,284,485 1,113,086
Deferred tax liabilities 282 180,574 157,152

Total Tier I capital 1,434,944 1,465,059 1,270,238

tier ii capital

Allowance for impairment losses 38,758 43,243 43,243

Total Tier II capital 38,758 43,243 43,243

Total capital base 1,473,702 1,508,302 1,313,481

Capital ratios:
Core* 23.7% 27.4% 20.8%

Risk-weighted* 24.3% 28.2% 21.5%
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48. isLAMic operAtioNs (coNtiNUeD) 

(l) CAPITAL ADEQUACY (CONTINUED)

Breakdown of risk-weighted assets in the various risk
 categories is as follow: -

  Group

  31 December 31 December 1 January
  2012 2011 2011
  rM’000 rM’000 rM’000

Credit risk 5,620,042 4,882,918 -
Operational risk 441,312 466,767 -

Total risk-weighted assets* 6,061,354 5,349,685 -

Breakdown of risk-weighted assets in the various
categories of risk-weight is as follows:

0%  - - 443,527
10%  - - 14
20%  - - 7,114,947
50%  - - 9,361,059
100% - - 55,274

  - - 16,974,821

Total risk-weighted assets* - - 6,158,794

* Computation using Basel II (Pillar 1) for 31 December 2012 and 2011 and Basel I for 1 January 2011.

  The Group and the Company are not subject to the BNM Guidelines. However, disclosure of the capital adequacy ratios 
is made on a voluntary basis for information purposes. 

(m) SHARIAH ADVISORS 

 The Group consults an independent Shariah advisor on an ad-hoc basis for all its Islamic products to ensure compliance 
with Islamic principles. In addition, the Group is required to obtain the approval of the Shariah Council of the regulatory 
bodies for its Islamic products. 



www.cagamas.com.my annual report 2012 laporan tahunan > 179

Notes to the Financial statements (continued)

49. DiscretioNArY BoNUs Fee 

 In the respective Servicing Agreements signed between GOM, CMBS, Cagamas and the Trustee, CMBS agreed to pay 
GOM a  discretionary bonus fee, out of the retained profits of CMBS, to be determined by CMBS in respect of the services 
provided by GOM,  after the RMBS/IRMBS have been fully redeemed and all obligations and liabilities of CMBS in respect 
of the RMBS/IRMBS have been  discharged. 

50. BUsiNess coMBiNAtioN 

 During the financial year, the Company assumed full control of Cagamas MGP Berhad ("CMGP") (formerly known as Cagamas 
HKMC Berhad ("CHKMC")) by purchasing the remaining shares in CMGP from The Hong Kong Mortgage Corporation  
Limited ("HKMC"). The transaction was completed on 20 December 2012. 

 
 The following table summarises the consideration paid for the shares, the fair value of the assets acquired and the liabilities 

assumed at the acquisition date:

   rM’000
 Consideration as at 20 December 2012:-

  Cash 54,035

  Total consideration paid 54,035

 Recognised amounts of identifiable assets acquired and liabilities assumed:- 

  Cash and cash equivalent 36,342
  AFS investment securities 17,991
  Tax recoverable 60
  
  Trade and other payables (62)
  Deferred tax liabilities (154)

  Total identifiable net assets 54,177
  Goodwill (142)

  Total 54,035

51. ApproVAL oF FiNANciAL stAteMeNts 

 The financial statements have been approved for issue in accordance with a resolution of the Board of Directors. 
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We, Dato’ Ooi Sang Kuang and Tan Sri Dato’ Sri Tay Ah Lek, being two of the Directors of Cagamas Holdings Berhad, state that, in 
the opinion of the Directors, the financial statements set out on pages 92 to 179 are drawn up so as to give a true and fair view of 
the state of affairs of the Group and the Company as at 31 December 2012 and of the results and the cash flows of the Group and 
the Company for the financial year ended on that date in accordance with Malaysian Financial Reporting Standards, International 
Financial Reporting Standards and the requirements of the Companies Act, 1965.

Signed on behalf of the Board in accordance with a resolution of the Board of Directors,

DATO' OOI SANG KUANG TAN SRI DATO’ SRI TAY AH LEK 
CHAIRMAN DIRECTOR

stAteMeNt BY
Directors
Pursuant to Section 169 (15) of The Companies Act, 1965

stAtUtorY
DecLArAtioN
Pursuant to Section 169 (16) of The Companies Act, 1965

I, Rafiza Ghazali, being the Officer primarily responsible for the financial management of Cagamas Holdings Berhad, do solemnly 
and sincerely declare that the accompanying financial statements set out on pages 92 to 179 are, in my opinion, correct and 
I make this solemn declaration conscientiously believing the same to be true and by virtue of the provisions of the Statutory 
Declarations Act, 1960.

RAFIZA GHAZALI

Subscribed and solemnly declared by the abovenamed Rafiza Ghazali at Kuala Lumpur in Malaysia on 25 February 2013, before 
me.  

CAPTAIN (R) JASNI BIN YUSOFF
COMMISSIONER FOR OATHS
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iNDepeNDeNt AUDitors’ report
to tHe MeMBers oF cAGAMAs HoLDiNGs BerHAD
(Incorporated in Malaysia)
(Company No: 762047-P)

Report on the financial statements

We have audited the financial statements of Cagamas Holdings Berhad on pages 92 to 179, which comprise the statements of 
financial position as at 31 December 2012 of the Group and Company, and the statements of comprehensive income, changes in 
equity and cash flows of the Group and Company for the year then ended, and a summary of significant accounting policies and 
other explanatory notes, as set out on Note 1 to 51. 

Directors’ responsibility for the financial statements

The Directors of the Company are responsible for the preparation of financial statements that give a true and fair view in accordance 
with Malaysian Financial Reporting Standards, International Financial Reporting Standards and the Companies Act, 1965, and for 
such internal control as the Directors determine are necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance 
with approved standards on auditing in Malaysia. Those standards require that we comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 
The procedures selected depend on our judgement, including the assessment of risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, we consider internal control relevant to the Company’s 
preparation of the financial statements that give a true and fair view in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. An audit 
also includes evaluating the appropriateness of the accounting policies used and the reasonableness of accounting estimates 
made by the Directors, as well as evaluating the overall presentation of the financial statements. 

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

Opinion

In our opinion, the financial statements have been properly drawn up in accordance with Malaysian Financial Reporting Standards, 
International Financial Reporting Standards and the Companies Act, 1965 so as to give a true and fair view of the financial 
position of the Group and of the Company as at 31 December 2012 and of its financial performance and cash flows for the year 
then ended.
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independent Auditors’ report
to the Members of cagamas Holdings Berhad (continued)
(Incorporated in Malaysia)
(Company No: 762047-P)

Report on other legal and regulatory requirements

In accordance with the requirements of the Companies Act, 1965, in Malaysia, we also report that:

a) In our opinion, the accounting and other records and the registers required by the Act to be kept by the Company and its 
subsidiaries have been properly kept in accordance with the provisions of the Act.

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

c) Our audit report on the financial statements of the subsidiaries did not contain any qualification or any adverse comment 
made under Section 174(3) of the Act.

Other matters

This report is made solely to the members of the Company, 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.

As stated in Note 2 to the financial statements, the Group and the Company adopted Malaysian Financial Reporting Standards 
on 1 January 2012 with a transition date of 1 January 2011. These standards were applied retrospectively by the directors to the 
comparative information in these financial statements, including the statement of financial position as at 31 December 2011 and 1 
January 2011, and the statement of income, comprehensive income, changes in equity and cash flow for the financial year ended 
31 December 2011 and related disclosures. We were not engaged to report on the restated comparative information, and it is 
unaudited. Our responsibilities as part of our audit of the financial statements of the Group and the Company for the financial year 
ended 31December 2012 have, in these circumstances, included obtaining sufficient appropriate audit evidence that the opening 
balances as at 1 January 2012 do not contain misstatements that materially affect the financial position as at 31 December 2012 
and the financial performance and cash flow for the financial year then ended.

PRICEWATERHOUSECOOPERS  SOO HOO KHOON YEAN 
(No. AF: 1146)  No. 2682/10/13 (J) 
Chartered Accountants  Chartered Accountant 

Kuala Lumpur,
Date: 25 February 2013




