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What is IFRS?

What?

International Financial Reporting Standards is a set of accounting
standards

Who?

The standard setter is International Accounting Standards Board (1ASB)
based in London
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| The world has chosen IFRS

Use of IFRS by domestic listed companies

138 Jurisdictions in the world

®m |[FRS required for all or
most companies

® |FRS permitted for all or
most companies

= IFRS required for
financial institutions only

National standards
(including in process of
moving to IFRS

Source: IFRS.org
PwC

1

The objective
of IFRS isto
improve
financial
reporting to
meet the
challenges

posed by
globalization
and the
integration of
global
financial
markets
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I
IFRS adoption status in Asia - Oceania

M Required
24 out of 33
u Permitted jurisdiction require
IFRS or equivalent
u Financial institutions in Asia-Oceania

. National standards

IFRS or local IFRS Afghanistan  Armenia Australia

equivalent (24) Azerbaijan Bangladesh  Bhutan
Brunei Cambodia Fiji
Georgia Hong Kong Malaysia
Maldives Mongolia Myanmar
Nepal New Zealand Pakistan
Philippines Korea Singapore
Sri Lanka Taiwan Turkey

Permitted (3) India Japan Yemen

Financial institutions (1) | Uzbekistan

National standards (5) Indonesia Thailand Vietnam
Source: IFRS.org China Macao
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|
Capital markets as a share of GDP

IFRS provide the financial information for capital
markets covering over half of the world’s GDP

» Capital market investors and lenders in jurisdictions with 58% of
the world’s GDP receive IFRS financial statements.

 |FRS are also used in some of the remaining economies, for
example, by nearly 500 foreign companies whose securities trade
In the United States.

Source: IFRS.org
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IFRS then and now
Number of standards and interpretations

Myanmar

SI0010

1985 2005 2017 2017
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| How IFRS is being developed?

7 Ostandards

25 are interpretation
?

Research
programme

Discussion
paper

Research

Proposal

Agenda

consultation

®

EXxposure
draft

Request for
information

Standards
programme

Implementation

?
IFRIC
(narrow
scope)

PWC Source: IFRS.org
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Recent new standards issued by IASB

IFRS 9, Financial Instruments (July 2014) effective 1 Jan 2018

IFRS 15, Revenue from contracts with customers (May 2014) effective 1 Jan 2018
IFRS 16, Leases (January 2016) effective 1 Jan 2019

IFRS 17, Insurance contracts (May 2017), effective 2021

PwC Slide 10






Why IFRS?

Provide transparency and comparability in financial reporting
Provide opportunities to diversify portfolio and investment

Increase opportunities for investments from foreign investors
Reduce cost of capital by providing more trust to investors
®0)p0|er:1pi e © Enable raising capital anywhere in the world

Increase in foreign direct investment
Quality of domestic governance standards

Capital
markets

PwC Slide 12



How IFRS is affecting companies now

Investors:
Require more
information and
comparability of
financial reports

System
upgrades:
Anticipate IFRS
impact on new
company-wide
and subsidiary IT
M & A: systems

Understand the
implications of
IFRS reporting _
by targets and Companies
acquirers

Contracts:
Consider how Tax strategies:
IFRS affects the Prepare for IFRS
structure of long- effects on tax
term and financial payable and cash
agreements flow

o Slide 13




| Key IFRS affecting companies

Financial instruments Consolidations
e Classification and measurement e Assessment of control
e Cost vs. fair value e Data required to provide
e Fair value of derivatives disclosures
1AS 32, 39
and IFRS 9
Business combination Disclosures
e Treatment of intangibles ¢ Risk management
and fair value IFRS disclosures

measurement

e Determination of
impairment of goodwill

e Availability of data for

affecting
disclosure requirements

companies

Fair value measurement

e Use of fair value
methodologies

e Fair value hierarchy
e Disclosures

Effects of changes in foreign
exchange rates

e Determining functional currency
¢ Identification of rates to use

e Appropriate treatment of FX rates in FS
for monetary and non-monetary items

PwC Slide 14



I
Key areas of IFRS that have significant impact for

companies
High 4 :
Process to ensure changes in | Fair value Revenue
IFRS are completely : measurement recognition
captured :
Financial Consolidation Financial
= statement Instruments
‘o presentation
c
£ 3 :
L o : _
© £ _ ! Business
&= Intangible g combinations
n S Assets |
n X
QL £ |
E [¢D] |
s 1
=g |
m @ : Data availability
i Complex skillset
: required
Low ! <
Low Implementation Effort/Complexity High

PwC
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" The cost of not getting it right

BOAML Lehman Brothers

Over-reported $4.3 Over-valuation of mortgage
billion of capital portfolio

Fined $7.65 million Declared bankruptcy

=glge]n

Special Purpose Vehicles
off balance sheet

Collapsed

PwC Slide 16






|
IFRS adoption in Myanmar

* The current Myanmar Financial Reporting Standards (MFRS) issued in English by the Myanmar
Accountancy Council is effective from 4 January 2011 .

e It comprised 29 Myanmar Accounting Standards (MAS) and 8 Myanmar Financial Reporting
Standards (MFRS), collectively known as MFRS.

Comparison to IFRS:

 MFRS adopted all IFRS standards in place as at 4 January 2011 with no modifications.
 MFRS did not adopt any Interpretations from IFRICs and SIC (more than 25)

» Since then, there are no new standards issued or revisions/amendments to MFRS.

» Hence, all new and revised standards in IFRS have not been adopted. For example:

* |FRS 9: Financial Instruments

 |FRS 10: Consolidated Financial Statements

* IFRS 11: Joint Arrangements

 |FRS 12: Disclosure of Interest in Other Entities
 |FRS 13: Fair Value Measurement

* IFRS 14: Regulatory deferral accounts

* |FRS 15: Revenue from contracts with customers

e |FRS 16: Leases

PwC Slide 18



List of Myanmar Financial Reporting Standards
As at 31 March 2018

|MFRS 1|First-time adoption of Myanmar Financial Reporting ~ ([MAS 21[The effects of changes in foreign exchange rates
Standards ||MAS 23|Borrowing costs
IMFRS 2|Share-based payment [[MAS 24 |Related party disclosures
[MFRS 3|Business combinations [[MAS 26 |Accounting and reporting by retirement benefit plans
|MFRS 4{Insurance contracts IIMAS 27 |Consolidated and separate financial statements
|MFRS 5|Non-current assets held for sale and discontinued [IMAS 28 |Investments in associates
operations ||MAS 29 |Financial reporting in hyper-inflationary economies
|MFRS 6|Exploration for and evaluation of mineral resources [IMAS 31 |interests in joint ventures
[MFRS 7|Financial instruments: Disclosures [IMAS 32[Financial instruments: Presentation
|MFRS 8|Operating segments ||MAS 33|Earnings per share
|MAS 1 [Presentation of financial statements [IMAS 34 |interim financial reporting
[MAS 2 [inventories [IMAS 36 Impairment of assets
[MAS 7 |Statement of cash flows [IMAS 37 [Provisions, contingent liabilities and contingent assets

MAS 8

Accounting policies, changes in accounting estimates |[MAS 38

Intangible assets

and errors ||MAS 39 |Financial instruments: Recognition and measurement
[MAS 10[Events after the reporting period [IMAS 40[investment Property
[MAS 11|Construction contracts IMAS 41 [Agriculture
[MAS 12]income taxes
|MAS 16 [Property, plant and equipment
[MAS 17|Leases
[MAS 18|Revenue
[MAS 19|Employee benefits
MAS 20}Accounting for government grants and disclosure of ﬁou‘rce: , .
: ttp://www.oagmac.gov.mm/content/myanmar-financial-
government assistance

PwC

reporting-standard-mfrs-small-and-

medium%E2%80%90sized-entities
http://www.oagmac.gov.mm/sites/default/files/styles/oag/acti
vities/MAS. pdf
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| i . -
Common differences in practice

Preparation of
financial
statements

Classification of
cash and cash
equivalents

PwC

* An entity shall prepare its
financial statements, except
for cash flow information,
using the accrual basis of
accounting.

e Cash comprises cash on hand
and demand deposits.

e Cash equivalents are short-
term, highly liquid
investments that are readily
convertible to known
amounts of cash and which
are subject to an insignificant
risk of changes in value.

Impact to
financial
statements?
Many Myanmar Yes. Balance
companies continue to sheet and PL
operate on cash basisand impact
apply cash accounting
Company’s cash are held Yes. Balance
in bank accountsunder  sheet

owner’s name. classification

Co-mingled bank accounts

Slide 20



Common differences in practice

Impact to
Area IFRS / MFRS In practice financial

statements?

Classification and Financial assets should be Generally the investments Yes. Balance
measurement of classified into four categories: are held at cost. sheet and P&L
financial assets impact

- Held for trading

- Loans and receivables

- Held to maturity

- Available for sale

 Extensive use and

disclosures, stringent rules
In measurement of fair value

PwC Slide 21



| i . -
Common differences in practice

Area

IFRS / MFRS In practice

Impact to
financial
statements?

Impairment of
financial assets

PwC

* An entity shall assess atthe  No impairment loss

end of each reporting period considered
whether there is any objective

evidence that a financial asset

or group of financial assets is

impaired

A financial asset measured at
amortised cost is impaired
when its carrying value
exceeds the present value of
the future cash flows
discounted at the financial
asset’s original effective
interest rate.

Yes. Balance

sheet and P&L

impact

Slide 22



| i . -
Common differences in practice

Area

IFRS / MFRS

Impact to
financial
statements?

In practice

IAS 2:
Inventories

PwC

Inventory are measured at net
realisable value at certain stages of
production.

The cost of inventories shall
comprise all costs of purchase,
costs of conversion and other costs
incurred in bringing the inventories
to their present location and
condition.

The cost of inventories, shall be
assigned by using the first-in, first-
out (FIFO) or weighted average
cost formula.

Cost of inventories not Yes. Balance
assigned using the sheet and P&L
FIFO or weighted impact
average cost formula

No inventory
obsolescence and
provision considered

Lack of inventory
count procedures

Cut-off procedures not
considered

Slide 23



Common differences in practice

Impact to
Area IFRS / MFRS In practice financial
statements?
Recognition of  1AS 39 requires use of effective  Various methods are Yes. Balance
interest interest rate method. The currently used to recognise sheet and P&L
effective interest rate is the rate interest income or expense, impact
that exactly discounts the including accrual using

estimated stream of future cash contract rate or cash basis.
payments/receipts through the

expected life of the financial

instrument.

PwC Slide 24



| i . -
Common differences in practice

Area

IFRS / MFRS

Impact to

In practice financial
statements?

Accounting for
deferred tax

PwC

IAS 12 requires an entity to

Deferred income tax is Yes. Balance

account for deferred tax arising not considered and not sheetand P&L

from timing differences and
temporary differences.

Timing differences are differences
between taxable profit and
accounting profit that originate in
one period and reverse in one or
more subsequent periods. using the
liability method.

Temporary differences are
differences between the tax base of
an asset or liability and its carrying
amount in the statement of financial
position.

accounted for. Impact

Slide 25



| i . -
Common differences in practice

Area

IFRS / MFRS

In practice

Impact to
financial

IFRS 10:
Consolidated
Financial
Statements

IFRS 10 is applied in the
preparation and presentation of
consolidated financial statements
for a group of entities under the
control of a parent.

Most group companies
in Myanmar do not
prepare consolidated
financial statements,
and only the stand alone
financial statements of
The standard also applied in each group entity are
accounting for investments in
subsidiaries, jointly controlled
entities and associates when an
entity elects, or is required by local
regulations, to present separate

financial statements.

Although IFRS 10 is not yet
adopted in Myanmar, MFRS 27
Consolidated and Separate
Financial Statements has similar
consolidation requirements.

filed with the authorities.

statements?

Yes. No
consolidat3ed
accounts
prepared which
Isa
requirement of
MFRS/IFRS
and overseas
regulators,
investors and
banks.
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Common differences in practice

Area

IFRS

In practice

Impact to
financial
statements?

IFRS 7:
Financial

Instruments:

Disclosures

PwC

Disclosures are more
focused on regulatory
compliance rather than
meeting IFRS 7 objectives.

IFRS 7 require entities to disclose
in their financial statements
information that enable users to
evaluate:

(a) the significance of financial
instruments for the entity’s
financial position and performance;
and

(b) the nature and extent of risks
arising from financial instruments
to which the entity is exposed
during the period and at the end of
the reporting period, and how the
entity manages those risks.

Yes, lack of
disclosures as
IFRS and
regulatory
forms can have
varying levels of
details
required.

See the
Appendix for
sample of
disclosure of
risks arising
from financial
instruments.
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About the Speaker
Belinda, NEO

Director, Risk Assurance

PwC Myanmar

PwC

Belinda NEO

Mobile: +95 9963 575535

belinda.neo@sg.pwc.com

Belinda is a Director in PwC with more than 18 years of experience
in providing audit and advisory services, having previously worked
in Singapore and Hong Kong. Currently, she spends her time in
Myanmar to support companies and businesses in Myanmar with
Business Transformation initiatives including finance operations
improvement review, financial reporting and internal controls
needs and requirements.

Belinda was previously leading the Singapore Assurance service
group for government and public sector entities, providing
assurance services to some of the biggest public service providers
for housing, education and social and economic development.

She has extensive experience in dealing with accounting, auditing
and regulatory reporting regimes for both private and public sector
entities. She has led global and regional audits of local
multinational corporations and is also experienced in assisting
companies with their initial public offerings processes.

Relevant experience

« Assisted in several pre-acquisition accounting review of business
and funding structures in Myanmar, helping to plan for and
ensure an efficient structure which meets the financial
requirements of the regulators and investors.

¢ Engagement leader for various IFRS-related projects in
Myanmar, including IFRS audits for companies with operations
in FMCG, telecommunications, transport and logistics, etc.

¢ Led multiple internal audit and control reviews of various
companies in Myanmar

¢ Trainer for IFRS trainings conducted in Myanmar

Qualifications

¢ Bachelor of Accountancy (Honours), Nanyang Technological
University, Singapore

¢ Public Accountant and Chartered Accountant (CA) of Singapore

¢ Member of the Institute of Singapore Chartered Accountants
(ISCA)

¢ ASEAN Chartered Professional Accountant (ASEAN CPA)
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| : : : :
Appendix - Extensive risk management disclosures

45 RISK GOVERNANCE

Under the Group's risk governance frarmework, the Board of
Directors, through the Boand Risk Management Comsties,
oversess the establishment of robust enterprse-wide risk
management policies and processes. Where necessary, the
GRoup sets risk appetite limits to guide risk-takng.

Management |s accountable to the Board for ensuning the
effectiveness of sk management and atherence to rsk
appetite limits. To provide risk oversight, senior management
risk committess ane mandated to foous on specfic sk aeas.
These oersight cormimittess ane the Ritk Executive Comties,
the Group Market Risk Committes, the Group Credit Risk
Committes, the Group Dperational Risk Committee and the
Group Commitments and Conflicts Com

O a day-To-day bass, busness units ha
for risk management. In partnership with
Iindependent contral funchions provide

unised portons of loan commitments, guarantees of letters of
oredit. The magority of unused commetrnents are contmgent
Lpon cUstomsens absenang of meeting cerain credit temns and
conditions.

The credit exposure of derivative transactions s based on the

positive mark-to-market value 10 the Group, whach in general is
ondy a fraction of the denvative contraa of notional amount
sed o express the volume of mstruments, This aedit
expisune, together with patential exposwes from market
movements, s managed 2 part of the overall lending limits to
the countenpartes. Credt exposunes on these nstruments ane
usually unsecured, except where the Group enters info

Summary quantitative data of risk
exposures

with timely assessment of key risk expos.
management responses, These units also recommend risk
appetite and control imits for approval in line with the Group's
risk governance framework,

46 CREDIT RISK

Credit risk is the risk of loss resulting from the falure of
bomowers of counterparties 1o meet thelr debt or contracta
abbgations. Senior management sets the overall direction and
paboy fior managing credit risk at the enterprise level. In so
doing, it directs the risk appetite and undenaviting activites for
various courtries, industnes and counterparties taking into
acoount factors such as prevalng business and economec
conditions. The Cone Credit Rk Polioy and the acoompanying
supplerental polices set forth the princples by which the
Group conducts its credit risk undenariting activities. The Group
Credit Risk Committee serves as the executve forum for
oversesing varous spects of oedit nsk taking induding
framework, limi management, policles, processes,
rvethodologes and systems.

Expoaire to oredit nisks artses from lkending, sales and tradng as
well as denvative adivites. Lending exposures are typlcally
represented by the notional walue or principal amount of
on-palance sheet financlal instruments. Fnandal guaranitess
and standby letters of cedt, which represent undertakings that
the Group will make payments in the event that a customer
cannat meet its abligations to thind parties, canmy the same
credit sk 2 lnans even though they are of contingent nature.
Doouwmentany and comrercal leters of credt, whidh are
undertakings by the Group on behalf of a customer, are Lsually
collateralised by the underlying shipments of goods to which
they relate and thenefone exhibet different nsk chasactenstics
from direct lending. Comritrnents o extend oredit include

PwC

The sk management of the exposures |s conducte w1y

secunties, properties, frade recefvables, inventony and
equipment and ather physical and financial collateral. The
Group may also take fixed and floating charges on assets of
bamowers. It has put in place poldes which governs the
deterrination of elighility of vanous collaterals to be
corsidered for credit risk mitigation which mcludes the
iU operational requsements that are required for the
specific collateral to be consdened as effective risk mitigants.
For collateral takes in the global financial market operations,
the collateral s marked 1o market on a mutually agreed period
with the respectve countenpanties. For collateral taken for
comrmendal banking, the colateral s revalued penodically
ranging from daily to annualy, depending on the type of
collateral Whilst real estate properties corstitute the langest
pescertage of the collateral assets, the Group generally
corsiders the collateral asets to be diversfied.

the credit application process which indudes the assessment of
repayment belinood and the establishment of approprate
oredit bmits. The Group uses warious internal and external risk
rating systems (credt sconecands, oustomer risk grading and
bureau scored to assess the level of oedt sk accepted by the
Group. Busines units and credit approvers have the

resporsibidy to ersure that onediis are properly assessed and
dassfied. Business units also asume the responsiblity to
ensure all crucal information = induded in the applcation
process for the purpose of Esessment and approval.

The Group adopts a multl-level credit approval process
requiring loan appeoval at successively higher leels andior
cormmittess (a5 delegated) depending on, among other things,
the s@e, nature of the propesed transactions and credit quality.
Exposures are monitored aganst cedit kmits and other control
limits {such as large exposures and concentration limits) by
oredit management units at the transaction and the portfolo
levels, &5 appropnate.

In addition to the corsideration of the primarny recourse to the
oligor for the credit sk underanitien, the employment of
various credit risk mitigation techniques such & appropnate
oredi sTructuring, and posting of oollateral andior third party
support as well as the e of aedit demvatives to hedge o
trarsfer fsk o other third parties form an integral par of the
credit risk management process. Some specfic mitigation
measLnes ae outlined below:

Collateral
Where possible, the Group takes collateral as & secondary
recourse o the bomrower, Collaterals include cash, marketable

261 Maximum exposure to credit 98— @

Master netting arrangements

The Group further manages its credit expasure by entering into
master nefting arrangemenits with countenparties where it ks
appropriate and feasible to do so. Master netling arangements
do mat generally result in an offset of balance sheet assets and
liabivtes & transactions ane wsually acoourited for indsdually
on & gross hass, However, the credit rsk associated with
favourable contracts ks reduced by a master netting
arangement to the extent that if an event of default ooours, &
armaurts with the courterparty ane settled on a met basis.

Other risk mitigating factors

In addition, the Group also uses quarantess, credit derivatives
and credit irsurance as credit Ask mitgating factors. Whilst the
Group may accept guarantees from any counterparty, it sets a
threshold internally for conssdenng guarantars to be ebgible fior
credit sk mitsgation. Credit derfvatves are used as credit risk
mitigating factors manly n structured transactons and for
ghobal financal market operations.

Thee FREOITILET exposiine 1o credit sk at the balanoe cheat date s the amaunts on the balance sheet as well & commirments o
extend credit, without taking nto account the fair value of any collateral and master netting arangements. The table below shows
the maximum exposune and average gross exposunes to cedd sk for the components of the balance sheet:

The Groug
Ini 5 millions Aversge 2009 Average 2008 009 2008
Cash and balances with central banks {excludes cash on hand) 17,939 16,153 21,127 14,750
Singapore Government secunties and treasury bils 15,378 15,115 15,960 14,797
Diue from banks 21,335 21,688 13,203 20,487
Financlal assets at falr value through profit or less

{exdudes equity seourites)

Other government securites and treasury bills 3,022 2,439 3,98 2,126

Corporate debt securities 4,553 B,.2BD 4,459 4,847

Losares and advances to CLStomers 626 1,365 610 &1

Other financial assets 1,839 1476 1.986 1,652
Poaitive fair vabues for financial derivatives 24,172 22,723 16,015 32,328
Loans and advances 1o CLstomess 127,907 116,092 129,973 125,841
Firancial imvestrenits (eecludes eguity secunties)

Other government securites and treasury bills 6,117 3,300 7,685 4549

Cofporate debt securities 17,060 15,850 17.030 17 089
Secuities pledged

Singapone Governrvent securities and treasury bils 120 227 55 186

Other government securites and treasury bills 754 2218 702 806

Cofporate debt securities 16 1z 7 5
Orther assets 6,049 5,863 6.011 6,089
Credit exposure 245,887 233,001 247,761 245,013
Contngent kabllities and commatrents

{exdudes operating lease and capital commuitrments) 94,370 98,736 97.238 91,50
Total credt exposure 341,257 331,737 344,593 337,514
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Appendix - Extensive risk management disclosures

Concentration of credit risk disclosure

The geographec dstribution of credit exposures are as follows

The Group
2009
Rist of Sowrth and Rest of

I 5 | ek Sireg apone Hong Komg  Greater China  Southeast Asis thie World Todal
Cash and balances with central banks

{emcludes cash o fand) 19,109 158 1,644 22 d 21127
Due from banks 16,832 2,519 1172 Sl 1.148 22,203
Financlal assets at fair vabue through

profit or oss (exchedes eguity secunties) 7599 392 411 2147 424 10,973
Orther securities™ (excludes equity secuntes) 28,773 7467 452 1,087 3,680 41,459
Lans and advanoes o Customens 72,961 3zms 9,979 T.E74 6,341 129,973
Criiner assets™ 16,35 3,953 478 m 439 22,026
Credit exposLing 161,589 47 307 14,136 12,633 12,096 247 761
Conbngent bamlities and commetrments

{emdudes operating lease and

capital comrmitrments) 51.B53 26,195 5432 5,682 8076 97 238
Total credit exposLng 213,442 73,502 19,568 1E.315 20,172 344,999
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Appendix - Extensive risk management disclosures

The INCUSEY AStRBution of credit BXpOSLNES arg a5 fellowws:

Industry distribution of credit
exposures

T frous
o]
Trarmzar Hinanval Frofuabsea o
Eation,  imtHuotiens, ared privarts
Buiidng abcrags Inwakmeet inthvaduals
and and and (anchsfing
Manufs I ki Hoaleg houwing
in % millice turing Bon AT atlom ompanas  Govermeas A k) Oy Total
Cash and baances
wath ceniral
banks {emdudes
cash on hand) - - - - 21,127 - - - - 21,127
De from banks - - - - 23203 - - - - 12203
Financial assets
at fair value
theough profit
oF hoss {exdudes
BOUITY Securities) 524 199 B1 341 4,762 3.9E - - 1,148 10,973
Orther securithes™
{emcludes equity
SETUrTies) 554 SED 571 1,252 10,011 24 402 - - 4,089 41,459
Loans and
advances to
OUSTOMErs 15.553 1B.171 12,911 12,026 15881 - 33.036 10,648 11,747 129973
Ofinesr aosets™ E53 166 127 EB3 13,909 - - 1 6,477 22,026
Credit expostine 17,284 19,116 13,690 14,302 E7.E93 ZE, 310 33,036 10,659 23,461 47,761
Corntngent
liakul s amd
CommiItmen s
[emcludes
OifeeraLirg leae
and capital
commitments) 16,872 5811 11,579 5,006 15,633 1E9 5010 22 B5E 14,282 97,238
Total credd
BXHISLIE 34,156 24,927 25,269 19308 103,526 ZB,509 38,046 33,515 37,743 344,999

{af O IRnals ACiaokt DORTAAT Tadr Wallitss 1o Ninanchy onaties aimd oiher JE5es

(B O SCENInes Moo Singapons COuRnmimanT Saties and Emasiny il Ananoll NWesments and Seruntes phacoed

rvve
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Appendix - Extensive risk management disclosures

(LU
462 Performing and non-performing assets Classified or non=performing assets o8 il Pass  Speclal menfon Tomal
The Groug classfies s credit facilibes in accordance with MAS — Substandard grade indicates that the credit fadkties exhibit :"mf - 125 —
- - _— . . anufacturing g ;
MNotice to Banks Mo, 612, " Credit Files, Grading and Provisioning definabie weak neses either in respect of business, cash flow o Aulkding and construction 18029 en el
lzsued by the Monetary Authanty of Singapone (MAS). These financal positon of the bomosser that may jeopandise repayment Hosing laans 0,018 261 30279
guidelines require the Group to categorse its aedit portfolios on existing terms. General commerce 9,357 ars 10,237
accordng 1o its asescment of 2 borrower's ability to repay a — Daubtful grade indcates that the credit fadlities exhibit severe Transpartation, starage and communications 12,160 430 12,590
credit facility from his normal sources of iIncome. There are five weaknesses such that the prospect of full recovery of the ;';‘:::;‘;T:'a‘:;yf' a“[f‘:;m‘;[5:5“‘:;';"'["'_'9;:“?“‘3":;\ 12'32? 3;; 1;3?;
categones of assets & follows: outstanding credit facilities is guestionable and the prospect of 2 e private INARTAUES [ecept housing loans 15720 soe 15 83e
loss s high, but the exact amount remains undetenminable. — p— P P
Performing assets — Lo grade indicates the amaunt of recovery ks assessed to be - . i -
- Pass grade indicates that the tamely r rnent of the raignificant.
mmul?dmg — HGE M (i) Loans and advances past due but not impaired, analysed by past due period and industry
- Special men Classification of credit exposures a split classification to any credit facility Upto3ndays  3053days 6090 days
potential wes between performing and non tance, when a non-performing loan s o 8§ milliors past dus putdus past dus Total
iy adversal p g ion covered by the amount realtsable IDWF
Py H Manifactunng 109 1 7 127
attention byt perfo rmi ng IIa:ssdua-:l as substandard whibe the Bubding and construction pe . 3 102
- oan |s dassified as doubtful or loss, Housing loars 138 N i ey
25 BppRogiate. General commence 128 [ 2 137
Transpaortation, starage and communications 109 3 8 120
el ad Financlal Institutions, mvestment and holding companses 2 - - 2
46.3 Loans and advances Lo customers Professionals and private indhvduals (except housing loans) ] B 8 103
Loans and advances 1o customess ane summansed as fllows: Others 16 27 - 43
The Group .
in 5 mililons 008 2008 Totel il = ¥ bl
Loans and advances 1o customess ® Up to 30 days W59days 6090 days
PE'"llZH'I""III'Ig Loars I % willlkcns past due past duss past dus Tutal
— Nether past due nor Irmgaened (1) 12B.253 124,453 2008
= Past due but not impained (i) 774 1274 Manufactunng 134 21 e 134
Bulding and construction ldq 12 Fi 158
Non-Performning Loans Housing loans 175 15 2 192
= Impaired (i) 3.783 1,353 Gereral commerce 207 a0 EE] 280
Total gl’cﬁi |oans (Mote 200 132-5.“] 127.725 Trarcpartation, storage and communications 173 41 39 253
. . Financial institutions, nvestment and holding compars 2 - - 2
Professionals and private indisduals (except housing lodns) B4 12 -] 162
(i} Loans and advances neither past due nor impaired, analysed by loan grading and industry Crthers 5 B - 33
The credit quality of the portfolo of lnans and advances that are neither past due nor impaired can be assessed by reference to the ot 944 143 181 1,274

loan gradings i MAS Notice to Banks No. 6132, “Credit Files, Gradng and Provisioning™ arne as Tolows:

The Group
In § millions Fass  Special menton Total
2009
Manufactuning 13,544 1,731 15275
Bulding and construction 17.916 319 18235
Holsing lnans 32,539 256 32,795
Gereral commence 12,145 559 12,704
Trarsportation, storage and communications 11,112 782 11,894
Financial institutions, iwestments and holding companies 14,255 0%
Professionats and private indiveduals (except housing boans) 10,498 62 10,560
Orthaers 11,193 633 11,826
Tota 123,202 5,051 128,253

14,964 ®

Analysis of credit risks relating to past
due but not impaired

performing assets

Credit quality information of
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47  MAREET RISK

47.1 Market risk

Market risk arises from the changes i value from changes in
interest rate yuelds, foreign exchange rates, eguity prices,
comrmodity prices, credit spreads and the impact of changes in
the correlations and volativtes of these rck factors.

The Group manages market nsk in the course of market-
raking, structuring and packaging products for investors and
ather clients, as well as to berefit from market opporiunities.
The Group also manages banking book interest rate risk arisng
from résmatches in the interest rate profile of assets, liabilites
and capital instruments {and asociated hedges), ndudng basis
risk arising from different interest rate benchmarks, interest rate
re-pricing risk, yeeld curve risks and embedded optionality. To
optimise its income and balance sheet management, the Group
deploys funds in debt securities, equities and funds o in the
Interbank market. All types of FX risk (inchuding urhedged
structural Fx nsk artsing from the Group's investrent in
strategic foreign ourrency investrients) are risk managed as part
af the tradng book.

The Group’s market risk framework dentifies the types of the
market nsk o be covered, the risk metrics and methodologies
to be used to capture such risk and the standards governing
the management of market rsk within the Group Induding
limit sefting and independent medel validation, moniteding and
walation.

The Board establshes the Groups sk appetite for market risk.
The CEQ delegates responsibility to the Risk Executve
Committes to alocate nsk appetite imis to rsk-taking units.
The Market Rk Comattes, which reports into the Rk
Executive Committes, oversees the Group's market risk
ranagement infrastructune, sets market sk control ks and
prowides enferprise-awide oversight of all market nsks and their
anagement.

The independent market risk managerment function comprsing
rigk: cortrol, model anaytics, and risk architecture reports 1o the
Chief Risk Officer and ts responsible for day-to-day risk
manitoning and analyss.

The prindpal market risk appetite measwres for market nsk are
valie-at-Risk (VaR) and stress |ass. The VaR s supplementad by
risk control measures, such as senstvities to risk faciors,
inchding their volatilities, & well as loss triggers for
Fanagement action

The Group's general market sk Value-at-Rik (Var)
methodology uses 2 historical simulation approach to forecast
the Group's market fisk. The methodology & also used 1o
compute stressed VaR and average tail loss metrics, VaR sk
factor scenarios are digned o parametess and market data
used for valuation. The scenarios are mantaned in the risk

PwC

systerm and are used to compute VaR for each business unit
and location, and at Group level Trading book VaR |s back-
tested against the coresponding profit and loss to monetor s
predictive paower

The following table shows the period-end, average, high and
love ak (2t 2 99% confidence level over a one-day halding
period) for trading book market rsk:

The Group
1 Jan 2008 to 31 Dec 2009*
A at
In § millions 31 Dec 2009 Average High Low
Tatal 22 i3 52 Fil

* Lising a fwospnar historcal obsanadion perod up fo 21 May 2003, and
LEing 3 cne-par histoncal adeananan penod from T June 2009 onwads

The Group
1 Jan 2008 to 31 Dec 20084+
A at
In § millions M Dec2008  Average High Low
Tatal 3z 33 B 21

** Lking a iwospnar histoncal absanadion parod

Although VaR provides valuable irsights, no single measure can
capbuse all aspects of market risk. Therefore, regular stress
testing Is carried out to menitor the Greup's vulnesability to
shoks.

Since February 2009, the Group has had & comprehendve
capital-dnked rick appetite framework for all types of market
risk, induding interest rate risk in the banking book, in line with
its internal capital adeguacy asesment process. The Group
level total VaR assoclated with this framework s tabulated
below, showing the period-end, average, high and low VaR (at
2 99% corfidence level over 2 one-day holding period).

The Group
28 Fub 2009 1o 31 Dec 2009*
As at
In § mllicans 3 Dec 2009 Berage High Levew
Tatal 1l 76 94 58

* Lking 3 ne-pnae hetonoi absanation ponod up fo 31 My 2009, and
it @ one-pnar histonical cdeananian penod fram T e 2003 onwesns

For the financal year ended 31 December 2008, the sensitiity
analyses for non-trading forelgn exchange, interest rate and
equity risk wene disclosed separately using different methods. In
2009, as the Group has migrated to a sensiiivity analyss which
fully reflects the interdependence between rsk varables, the
corrgarative figures for 2008 afe as shown (n the 2008 financial
siatements Mole 47.2.

 ——

Market risks disclosures:

Policy, process and procedures to
manage market risk

Sensitivity analysis of market risk
exposures
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48  LIQUIDITY RISK

Funding liquidity risk (or liquidity risk) is defined as the current
and prospective risk arising from the inability of the Group to
meet its contractual or regulatory obligations when they come
due without incurring substantial losses. Liguidity obligations
arise from withdrawals of deposits, repayments of purchased
funds at maturity, extensions of credit and working capital
needs. The Group seeks to project, monitor and manage its
liquidity needs under normal as well as adverse circumstances.

The primary tool of monitoring liguidity is the maturity
mismatch analysis, which presents the profile of future
expected cashflows under defined scenarios. This is monitored
over successive time bands and across major currencies under
normal and adverse market scenario conditions.

Limits are set on maturity mismatches under normal and stress
scenarios, liquidity ratios and deposit concentration risks. As
part of the liguidity management, the Group will set limits to
ensure that the funding reguirements will not exceed the
available funding and liquid assets available for both normal
and stress scenarios.

As part of its management of liquidity risk inherent in its
derivative and non-derivative finandial liabilities, the Group
employs a number of strategies. These include maintaining
sufficient liquid assets, maintaining diversified sources of
liquidity, and having robust internal control processes and
contingency plans.

» Policy, process and procedures to

The Group and country 5 are the primary
committees responsible for liquidity management based on
guidelines approved by the Board Risk Management
Committee.

PwC

manage liquidity risk
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The table below analyses assets and liabilities of the Group at 31 December based on the remaining period at balance sheet
the contractual maturity date:

« Contractual maturity analysis of

n § millions P e A Bt Miom e financial instruments based on
1year 1 year Total 1 year 1year contractual undiscounted

Cash and balances with central banks 22,515 - 22,515 15,790 - repayment obligations
Singapore Government securities and

treasury bills 5,822 10,138 15,960 3,284 11,513 14,797
Due from banks 19,652 2,551 22,203 17,338 3,129 20,467
Financial assets at fair value through

profit or loss 7,319 3,938 11,257 3,655 5,746 5,401
Positive fair values for financial derivatives 16,015 - 16,015 32,328 - 32,328
Loans and advances to customers 44,47 85,502 129,973 50,036 75,805 125,841
Financial investments 6,910 18,821 25,731 5,499 17,283 22,782
Securities pledged 505 279 784 362 635 997
Investments in associates - 672 672 - 604 604
Goodwill on consolidation - 5,847 5,847 - 5,847 5,847
Properties and other fixed assets - 1,134 1,134 - 1,311 1,311
Investment properties - 398 398 - 293 253
Deferred tax assets - 144 144 - 171 171
Other assets 5,640 EXal 6,011 6,039 50 6,089
Total assets 128,849 129,795 258,644 134,331 122,387 256,718
Due to banks 9,108 - 9,108 8,972 49 9,021
Due to non-bank customers 176,554 1,894 178,448 162,195 1,164 163,359
Financial liabilities at fair value through

profit or loss 4,087 5,130 9,217 3,994 7,288 11,282
Megative fair values for financial derivatives 16,406 - 16,406 31,918 - 31,918
Bills payable 501 - 501 714 - 714
Current tax liabilities 807 - 807 779 - 779
Deferred tax liabilities - 54 54 - 45 45
Other liabilities 2,966 3,523 6,489 5317 557 5.874
Other debt securities in issue 44 369 413 263 375 638
Subordinated term debts 715 6,987 7,702 1,099 7,986 9,085
Total liabilities 211,188 17,957 229,145 215,251 17,464 232,715
Minority interests - 4,126 4,126 - 4,184 4,184
Shareholders' funds - 25,373 25,373 - 19,819 19,819
Total equity - 29,499 29,499 - 24,003 24,003
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‘Thank you

This publication has been prepared for general guidance on matters of interest only,
and does not constitute professional advice. You should not act upon the information
contained in this publication without obtaining specific professional advice. No
representation or warranty (express or implied) is given as to the accuracy or
completeness of the information contained in this publication, and, to the extent
permitted by law, PricewaterhouseCoopers Myanmar Co., Ltd., its members,
employees and agents do not accept or assume any liability, responsibility or duty of
care for any consequences of you or anyone else acting, or refraining to act, in reliance
on the information contained in this publication or for any decision based on it.

© 2018 PricewaterhouseCoopers Myanmar Co., Ltd. All rights reserved. In this
document, “PwC” refers to PricewaterhouseCoopers Myanmar Co., Ltd. which is a
member firm of PricewaterhouseCoopers International Limited, each member firm of
which is a separate legal entity.
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