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THE BANK OF NOVA SCOTIA BERHAD
(Company No. 308035 U)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

DIRECTORS' REPORT

The Directors have pleasure in submitting their report and the audited financial statements of the
Group and of the Company (the "Bank") for the year ended 31 October 2010.

PRINCIPAL ACTIVITIES

The principal activities of the Bank arc banking and related financial services, whilst the principal
activities of the subsidiaries are stated in Note 10 to the financial statements.

There has been no significant change in the nature of the principal activities during the financial
year.

RESULTS
The results of the Group and of the Bank for the year are:

Group and Bank
RM'000

Profit before taxation 90,681

Tax expense (23,196)

Net profit for the year 67,485

RESERVES AND PROVISIONS

There were no material transfers to or from reserves and provisions during the financial year under
review except as disclosed in the financial statements,

DIVIDENDS

No dividend was paid during the financial year and the Directors do not recommend any dividend to
be paid for the financial year.
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BAD AND DOUBTFUL DEBTS AND FINANCING

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

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

CURRENT ASSETS

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

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

VALUATION METHODS

At the date of this report, the Directors are not aware of any circumstances which have arisen which
would render adherence to the existing methods of valuation of assets or liabilities in the Group’s
and the Bank’s financial statements misleading or inappropriate.

CONTINGENT AND OTHER LIABILITIES

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

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

(b) any contingent liabilities in respect of the Group and of the Bank that has arisen since the end
of the financial year other than in the ordinary course of the banking business.
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CONTINGENT AND OTHER LIABILITIES (CONTD.)

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

CHANGE OF CIRCUMSTANCES

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

ITEMS OF AN UNUSUAL NATURE

In the opinion of the Directors, the results of the opetations of the Group and of the Bank for the
financial year ended 31 October 2010 as not been substantially affected by any item, transaction or
event of a material and unusual nature.

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 2 material and unusual nature likely, in the opinion of the Directors,
to affect substantially the results of the operations of the Group and of the Bank for the current
financial year in which this report is made.

BUSINESS PLAN AND STRATEGY
2010 Resuits

The profits after taxes for the year was RM67.5 million, an increase of 24.7% over the previous year.
The results mainly reflect the repositioning of the business mix where more emphasis were placed on
relationship expansion at the branches and renewed focus on non funds revenue, mainly foreign
exchange eamings. Impact to the profits from specific provision and general provision were
negligible.

The Balance Sheet size of the Bank remained relatively unchanged with material differences being
mostly in the money market activities (placements with banks) and short term funds placed with
banks,
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BUSINESS PLAN AND STRATEGY (CONTD.)

Outlook for year 2011

The Malaysian economy is expected to improve in 2011 with a better outlook for its commodity
prices, in particular for crude oil and palm oil, The Malaysian business outlook has also improved.
The Banks' strategy continues to be focused on providing banking services to mainly the commercial
and corporate sector from the 5 branches nationwide.

For 2011, there will be renewed vigor in pursuing trade finance and related businesses. Given the

uncertain global economic environment, the Bank will continue to be cautious in managing its credit
and operating risks.

THE BOARD OF DIRECTORS

The Board is chaired by Michele Kwok Chiu. The Directors who served since the date of the last
report are:

Members Status of Directorship

Gulam Rasool Khan bin T.M. Abdul Hameed Non-Independent Executive Director
Dato’ Kok Wee Kiat Independent Non-Executive Director

Geh Cheng Hooi Independent Non-Executive Director
Datuk Roger Tan Kim Hock Independent Non-Executive Director
Michele Kwok Chiu Non-Independent Non-Executive Director

The objective of the Board is to plan, supervise, identify/manage risks and provide direction and
guidance to the management of the Group and of the Bank to successfully achieve the Group and the
Bank’s goal,

Broad duties and responsibilities of the Board include:

{8) Review and adopt long term and short term strategic plans for the Group and the Bank;

(b) Oversec the conduct of the Group and of the Bank’s business to evaluate whether the business is
being properly managed;

(¢) Identify and manage principal risks; and
(d) Review the adequacy and the integrity of the Group and of the Bank’s internal control systems

and management information systems, including systems for compliance with applicable laws,
regulations, rules, directives and guidelines.
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BOARD COMMITTEES

The Bank has received approval from Bank Negara Malaysia ("BNM") via letter dated 26 April 2010
te dispense the establishment of the Nominating Committee ("NC™) and Remuneration Committee

("RC").

As the Board comprises of only 5 directors who are jointly involved and responsible for matters
pertaining to nominating and remuneration, the duties and responsibilities of these committees as laid
down by BNM/GP1 are assumed by the full Board.

As a wholly-owned subsidiary of the Bank’s parent office; i.e. The Bank of Nova Scotia (BNS), the
functions of both NC and RC are further supplemented by advice and counsel from BNS
consistently. The Bank has a Technical Service Agreement with BNS, under which services are
provided by BNS who has the international expertise and organizational staff support to provide
these services.

ATTENDANCE

During the year the Directors attended the following number of meetings of the Board (the number
of meetings held whilst they were Directors is shown in brackets):

Gulam Rasool Khan bin T.M. Abdul Hameed 6 (6)
Dato’ Kok Wee Kiat 6 (6)
Geh Cheng Hoot 5(6)
Datuk Roger Tan Kim Hock 5(6)

Michele Kwok Chiu 5(6)
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KEY INFORMATION AND BACKGROUND OF DIRECTORS

The Bank is led by an experienced Board from diverse backgrounds and collectively has a wide
range of business and management experience, knowledge and capabilities in areas that include
banking, financial services, accounting, economics and legal.

(a) Gulam Rasool Khan bin T,M. Abdul Hameed

Gulam Rasool Khan bin T.M. Abdul Hameed was appointed to the Board as a Non-Independent
Executive Director on 16 July 1994. Prior to joining The Bank of Nova Scotia Berhad, he held
various positions in Citibank Berhad. He holds a Bachelor of Economics (Hons) from the
University of Malaya and is a qualified Associate Cost & Management Accountant from UK.

(b) Dato’ Kok Wee Kiat

Dato’ Kok Wee Kiat was appointed to the Board as an Independent Non-Executive Director on
22 November 1994. He has over 30 years experience of legal services with Shook Lin & Bok and
Mah-Kok & Din. He was also previously a Deputy Minister of Trade & Industry. He retired from
Kok & Associates in 2000. He chaired the Environmental Quality Council from 2001 to 2009.
Dato’ Kok graduated with a Bachelor of Law (Hons) from the University of Singapore.

(c) Geh Cheng Hooi

Geh Cheng Hooi was appointed to the Board as an Independent Non-Executive Director on 22
November 1994. He is a member of the Institute of Chartered Accountants jn England and Wales
and was formerly a Senior Partner of KPMG.

(d) Datuk Roger Tan Kim Hock

Datuk Roger Tan Kim Hock was appointed to the Board as an Independent Non-Executive
Director on 6 December 2004, He held various senior positions in the Hong Leong Group before
retiring as a Deputy Chairman from ECM Libta Sdn Bhd in 2006, He holds a LLB (2nd Upper)
from the London School of Economics & Political Science.

(e) Michele Kwok Chia

Michele Kwok Chiu was appointed to the Board as an Non-Independent Non-Executive Director
on 24 July 2006. She is currently the Regional Head of Asia Pacific and Middle East Region of
The Bank of Nova Scotia. She graduated with a MBA (Finance & Marketing) from the
University of British Columbia and is a Certified Investment Manager from the The Canadian
Securities Institute,
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AUDIT COMMITTEE
Membership and compeosition

The membess of the Audit Committee are:-
Geh Cheng Hooi - Chairman

Dato’ Kok Wee Kiat

Michele Kwok Chiu

Datuk Roger Tan Kim Hock

The Audit Committee shall be appointed by the Board of Directors of The Bank of Nova Scotia
Berhad and shall consist of not less than three members, none of whom shall be full-time executives
of The Bank of Nova Scotia Berhad. The majority of the Audit Committee members shall be
independent non-executive directors and the Audit Committee shall elect a Chairman among them
who is an independent non-executive director. Alternate directors are not allowed to be appointed as
members of the Audit Committee.

Terms of Reference

The Audit Committee is authorised by the Board to review the financial conditions of The Bank of
Nova Scotia Berhad, its internal controls, performance and findings of the internal auditors and to
recommend appropriate action regularly, preferably not less than 4 times a year.

The primary functions of the Audit Committee are to assist the Board to:-

(a) Ensure that the financial statements are prepared in a timely and accurate manner with frequent
reviews of the adequacy of provisions against contingencies, and bad and doubtful debts. Review
the balance sheet and income statement for submission to the full board of directors and ensure
the prompt publication of annual financial statements;

(b) Review intemal controls, including the scope of the internal audit programme, the internal audit
findings, and recommend action to be taken by management. The reports of internal auditors and
Audit Committee should not be subject to the clearance of the chief executive or executive
directors. The Audit Committee should also evaluate the performance and decide on the
remuneration package of the internal auditors;

(¢) Review with the external auditors, the scope of their audit plan, the system of internal accounting
controls, the audit reports, the assistance given by the management and its staff to the auditors
and any findings and action to be taken. The Audit Committee should also select external
auditors for appointment by the board each year, and

(d) Review any related party transactions that may arise within The Bank of Nova Scotia Berhad
group.
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AUDIT COMMITTEE (CONTD.)

Number of meetings held

The Audit Committee shall meet at least once every quarter and during the financial year 2010, the

committee met six (6) times and the attendance of the members are as follows (the number of
meetings held whilst they were members is shown in brackets):-

Geh Cheng Hooi 5(6)
Dato’ Kok Wee Kiat 6 (6)
Michele Kwok Chiu 5(6)
Datuk Roger Tan Kim Hock 5(6)

RISK. MANAGEMENT COMMITTEE
Membership and composition

The members of the Risk Management Committee are:-
Datuk Roger Tan Kim Hock - Chairman

Dato’ Kok Wee Kiat

Geh Cheng Hooi

Terms of Reference

The primary functions of the Risk Management Committee are to assist the Board to:-

(8) To perform such duties as may be required by Bank Negara Malaysia;

(b} To review credit, investment and market risks. Also, as required by regulatory agencies, review,
monitor and recommend to the Board for approval risk related policies, procedures and standards;

{¢} To review management's periodic reports on risk exposure, risk portfolio composition and risk
management activities;

(d) To review and assess adequacy of risk management policies and framework in identifying,
measuring, monitoring and comtrolling risk and the extent to which these are operating
effectively; and

(¢) To ensure infrastructure, resources and systems are in place for risk management i.e. ensuring
that the staff responsible for implementing risk management systems perform those duties
independently of the licensed institutions' risk taking activities.
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Number of meetings held

The Risk Management Commitice was set up during the financial year and the attendance of the
members are as follows (the number of meetings heid whilst they were members is shown in
brackets):-

Geh Cheng Hooi 01
Dato’ Kok Wee Kiat 1(1)
Datuk Roger Tan Kim Hock 1(1)
RISK MANAGEMENT

Extensive risk management procedures and policies are in place and employed by the BNS Group to
efficiently manage the operational, credit, market and liquidity risks arising from commercial
activities undertaken by the Bank. The risk management policies are closely adhered to and the
Board has oversight of this to ensure that the operations of the Bank are conducted in a prudent
manner. Detailed description of the core risks are provided in Note 32 to the financial statements.

INTERNAL AUDIT

The Jocal internal audit function in The Bank of Nova Scotia Berhad (BNSB) reports to the Audit
Committee of BNSB and is also under the supervision of The Bank of Nova Scotia, Executive
Offices Audit department through an additional reporting relationship to the Regional Chief Auditor,
Europe and Asia/Pacific. The local internal audit function is supported through review of the annual
audit plan, review of work completed, training, as well as periodic audits carried out by the BNS
Head Office audit teams which includes specialist audit staff for areas such as credit risk, market
risk, regulatory compliance risk and IT audit services.

The mission of the Audit Department is to provide enterprise-wide, independent, objective assurance
over the quality and effectiveness of the organisation’s controls and operational and risk management
processes and to provide advisory services designed to improve Scotiabank Group’s operations. The
Audit Department helps the Scotiabank Group accomplish its objectives by bringing a systematic,
disciplined approach to evaluating and improving the effectiveness of risk management, internal
control and governance processes. The Audit Department employs a risk-based approach, driven by a
systematic and comprehensive risk assessment model which is used to risk assess the audit universe,
identify priority areas for audit, and establish frequency for cyclical audit projects.

The fundamental framework for the Audit Department is the COSO framework, a well-recognised
risk and control framework for the evaluation of the design and operating effectiveness of internal
control. The use of the COSO framework is fully integrated into the work of the Audit Department,
including audit planning, the development of audit programs, and audit reporting.
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INTERNAL AUDIT (CONTD.)

The scope of work of the Audit Department is set with the objective of determining whether the
Group's global network of intemal conmtrol, risk management, and governance processes are
adequately designed and effectively implemented by management to provide reasonable assurance
that the following internal control objectives are achieved:

(2) Efficiency and cffectiveness of operations, including the safeguarding of assets;
(b) Reliability of financial reporting; and

(¢) Compliance with laws and regulations.

The scope of work includes an assessment of whether:

(a) Risks and controls are appropriately identified, assessed, managed and monitored across the
global bank and its outsourced operations;

(b} An effective control environment is maintained;
(¢} Information is effectively shared and issues arc appropriately escalated and communicated; and

(d) Quality and continuous improvement are fostered in the Group's control process.

The scope of the reviews is focused on areas of priority as identified by risk analysis and in
accordance with the annual internal audit plan approved by the Audit Committee. During the
financial year, BNSB’s Audit Committee carried out its duties as set out in the terms of reference.
The Audit Committee bas active oversight on the internal audit’s independence, scope of work and
resources. The Audit Committee regularly reviews the actions taken on internal control issues
identified in reports prepared by Intemal Audit and evaluates the effectiveness and adequacy of the
Group’s internal control system,

Internal audit has defined procedures to report control deficiencies or breaches noted which includes

obtaining management action plans for correction. Follow-up and escalation procedures are in place
for tracking all deficiencies or breaches to full resolution.

RELATED PARTY TRANSACTIONS

There are no other significant related party transactions other than as reported in Note 28.

MANAGEMENT REPORTS

The Board receives and reviews regular reports from the management on key operating statistics,
regulatory and compliance matters and minutes of the Management Committee Meetings. In
addition, the Board is briefed on the performance and operations of the Bank during each Board
meeting.
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BANK RATINGS

The Bank has not been rated by any external agencies.

ISSUE OF SHARES AND DEBENTURES

There were no changes in the issued and paid-up capital of the Bank during the financial year. There
were no debentures issued during the financial year.

OPTIONS GRANTED OVER UNISSUED SHARES

No options were granted to any person to take up unissued shares of the Bank during the financial
year.

DIRECTORS' INTEREETS

According to the register of Directors’ shareholdings maintained by the Bank in accordance with
Section 134 of the Companies Act, 1965, the Directors’ beneficial interests in the shares of the Bank
and its related corporations at year end are as follows:

Number of shares
As at As at
1.11.2009 Acquired Disposed 31.10.2010
In The Bank of Nova
Scotia, Canada
Ordinary shates of Canadian $1 each:
Michele Kwok Chiu 5,820 686 - 6,506

The other Directors did not hold or deal in the shares of the Bank and its related corporations during
the financial year.

DIRECTORS' BENEFITS

Since the end of the previous financial year, no Director of the Bank has received nor become
entitled to receive any benefit (other than a benefit included in the aggregate amount of emoluments
received or duc and receivable by Directors as shown in Note 22 to the financial statements) by
reason of a contract made by the Bank or a related corporation with the Director or with a firm of
which the Director is a member, or with a company in which the Director has a substantial financial
interest,

There were no arrangements during and at the end of the financial year which had the object of
enabling Directors of the Bank to acquire bencfits by means of the acquisition of shares in, or
debentures of, the Bank or any other body corporate,
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HOLDING COMPANY

The Directors regard The Bank of Nova Scotia, a company incorporated in Canada, s the ultimate
holding company of the Bank.

AUDITORS
The auditors, Messrs KPMG, have indicated their willingness to acoept re-appointment.

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

GULAM RASOOL KHAN BIN TM. ABDUL HAMEED

DATO' KOK WEE KIAT ‘

Kxala Lympur
Date: 15 December 2010



THE BANK OF MOVA SCOTTA BERHAD

{Company No. 308035 U}
(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

BALANCE SHEETS AS AT 31 OCTOBER 2010

ASSETS

Cash and short-term funds

Deposits and placements with
financial institutions

Securities available-for-sale

Loans and advances

Other assets

Statutory deposits with
Bank Negara Malaysia

Investment in subsidiaries

Plant and equipment

Deferred tax assets

TOTAL ASSETS

LIABILITIES

Deposits from customers

Deposits and placements of
banks and other financial

institutions

Bills and acceptances payable

Other liabilities

Amounts owing to holding
company

Amounts owing to related
company

Taxation

TOTAL L1ABILITIES

Note

fad

oF N oLh

10
11
26

12

13

14

15

13

Group Bank
2010 2009 2010 2009

RM'000 RM'000 RM'000 RM'000
Aaat 387 582,515 444,357 582,485
190,000 40,000 190,000 40,000
262,358 361,173 262,358 361,173
2,917,557 2,950,143 2,917,557 2,950,143
66,957 71,324 66,957 71,324
10,670 10,050 10,670 10,050
. - 30 30
1,900 2,446 1,900 2,446
11,541 10,416 11,541 10,416
3,903,370 4,028,067 3,905,370 4,028,067
1,181,109 1,194,518 1,181,109 1,194,518
766,181 879,588 766,181 879,588
34,300 32,745 34,300 32,745
98,289 87,981 98,289 87,981
1,204,885 1,282,934 1,204,885 1,282,934
8| 11 11 13
3,940 1,510 3,940 1,510
3,288,715 3,479,287 3,288,715 3,479,287




THE BANK OF NOVA SCOTIA BEREHAD

(Company No. 308035 U)
(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

BALANCE SHEETS AS AT 31 OCTOBER 2010 (CONTD.)

EQUITY

Share capital
Reserves

EQUITY ATTRIBUTABLE
TO EQUITY HOLDER
OF THE BANK

TOTAL LIABILITIES AND
EQUITY

OFF-BALANCE SHEET
EXPOSURES

14

Group Bank

2010 2009 2019 2009
Note RM'000 RM'000 RM'000 RM'000:
16 122,375 122,375 122,375 122,375
17 494,280 426,405 494,280 426,405
616,655 548,780 516,655 548,780
3,905,37C 4,028,067 3,905,370 4,028,867
31(d) 3,404,503 3,218,331 3,404,503 3,218,331

The notes set out on pages 20 to 67 form an integral part of, and should be read in conjunction

with, these financial statements.



THE BANK OF NOVA SCOTIA BERHAD

{Company No. 308035 U)
(Incorporated in Malaysia)

AND ITE SUBSIDIARIES

INCOME STATEMENTS FOR THE YEAR ENDED 31 OCTOBER 2010

Interest income
Interest expense

Net interest income
Other operating income

Net income
Other operating expenses

Operating profit
Allowance for losses on loans and advances

Profit before taxation
Tax expense

Profit for the year and atiributable to equity holder
of the Bank

Basic earnings per share (sen)

Note

18
19

21

23

24

25

15

Group and Bank
2010 2009
RM'000 RM'000
157,268 175,652
(65,953) (89,839
91313 M5 BiA
20,711 18,374
112,026 104,187
(24,343) (27.644)
87,683 76,543
2,998 (4.261)
90,681 72,282
(23,196) (18,177)
67,485 54,105
55 44

The notes set out on pages 20 to 67 form an integral part of, and should be read in conjunction

with, these financial statements.
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THE BANK OF NOVA SCOTIA BERHAD
{Company No. 308035 1)
(Incorporated in Malaysia)
AND ITS SUBSIDIARIES
STATEMENTS OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 OCTORER 2010
+—— Non-distributable—— Distributable
Share Share  Statutory Other Retained
Capital Premium Reserve Reserve Earnings Taotal
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Group and Bank
At 1 November 2008 122,375 42,625 113,175 (940) 214,893 492128
Net profit for the year 54,105 54,105
Unreelised net gain on
revaluation of
securities available-
for-sale 3,397 3,397
Deferred tax on securities
available-for-sale
reserve (Note 26) - {H3M; . {8511
Total recognised income
and expense for the year - - - 2,547 54,105 56,652
|
Transfer to statutory
reserve - 9,200 - (2,200) -
At 31 October 2009 122,375 42,625 122,375 1,607 259,798 548,780
Note 17.1 Note 17.2 Note 17.3



THE BANK CF NOVA SCOTIA BERHAD
(Company No. 308035 U)

{Incorporated in Malaysia}

AND ITS SUBSIDIARIES

STATEMENTS OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 OCTOBER 2010
(CONTD.)

<+— Non-distributable— Distributable
Share Share  Statutory Other Retained
Capital Premium Reserve  Reserve Earnings Total
RM'000 RM'O00 RM'060 RM'000 RM'000 -RM'000

Group and Bank
At 1 November 2009 122,375 42,625 122,375 1,607 259,798 548,780
Net profit for the year - - . - 67,485 67,485
Unrealised net gain on
revaluation of
securities available-

for-sale - - - 520 - 520

Deferred tax on securities
available-for-sale

reserve (Note 26) - - - (13N - {130}
Total recognised income |
for the year - - - 390 67,435 67,875
At 31 October 2010 122,375 42,625 122,375 1,997 327,283 616,655

Note 17.1 Note 17.2  Mate !7.3

The notes set out on pages 20 to 67 form an integral part of, and should be read in conjunction with, these
financial statements.



THE BANK OF NOVA SCOTIA BERHAD

(Company No. 308035 U)

(Incorporated in Malaysia)
AND ITS SUBSIDIARIES

CASH FLOW STATEMENTS FOR THE YEAR ENDED 31 OCTOBER 2010

18

Group Bank
2010 2009 2010 2009
RM'00 RM'000 RM'000 RM'000
Cash flows from operating activities
Profit before taxation 90,681 72,282 90,681 72,282
Adjustments for:
Depreciation of plant and equipment 638 816 638 816
Allowance for bad and doubtful debts
and financing 8,580 17,601 8,580 17,601
Allowance for bad and doubtful debts
and financing written back (11,173) (13,064) (11,173) (13,064)
Amortisation of premium less accretion
of discounts 347 54 47 54
Losses/(gains) from sale of securities
available-for-sale and held-for-trading 49 (1,020) 49 (1,020)
Dividend income ) (113) (7n (113)
Unrealised gains arising from
derivative trading (2,568) (887) (2:568) (887)
Unrealised revaluation gains in
foreign exchange (177) (297) (177 (297)
Operating profit before working capital
changes 86,306 75,372 86,306 75,372
Changes in working capital;
Loans and advances 35,179 290,709 35,179 250,709
Other assets 4,367 118,763 4,367 118,763
Statutory deposits with Bank Negara
Mailaysia (620) 41,670 (620) 41,670
Deposits from customers (13,409) (13,206) (13,409) (13,206)
Deposits and placements of banks and
other financial institutions (113,407)  (308,233) (113,407 (308,233)
Bills and acceptances payable 1,555 29,888 1,555 29,888
Other liabilities 10,485 (32,226) 10,485 (32,226)
Amounts owing to holding company (78,049)  (384,213) (78,049)  (384,213)
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(Company No. 308035 U)
{(Incorporated in Malaysia)
AMD ITS SUBSIDIARIES

19

CASH FLOW STATEMENTS FOR THE YEAR ENDED 31 OCTOBER 2010 (CONTD.)

Cash flows from operating activities
(comtd.)

Cash used in operations
Income taxes paid
Income taxes refund

Net cash used in operating activities

Cash flows from investing activities
Purchase of plant and equipment
Purchase of securities available-for-sale

and held-for-trading
Proceeds from disposal of securitics
available-for-sale and held for trading
Dividend received

Net cash generated from/(used in)
investing activities

Net increase/(decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning
of the financial year

Cash and cash equivalents at end of the
financial year

Cash and cash equivalents comprise:

Cash and short-term funds
Deposits and placements with financijal
institutions

Group Bank
2010 2009 2010 2009
RM'000 RM'000 RM'000 RM'000
(67,593) (181,476} (67,593)  (181,476)
(23,307) (16,800) (23,307) (16,800)
1,288 8C7 1,288 3C7
(89,612)  (197,469) (89,612)  (197.469)
(92) (30) (92} (30)
(148,189  (671,655)  (148,189)  (671,655)
249,696 560,869 249,696 560,869
69 97 69 97
101,484 (110,719) 101,484 {110,719y
11,872 (308,188) 11,872 (308,188)
622,515 930,703 622,485 930,673
634,387 §22,515 634,357 622,485
444,387 582,515 444,357 582,485
190,000 40,000 190,000 40,000
___ 634,387 622,515 634,357 622,485

The notes set out on pages 20 to 67 form an integral part of, and should be read in conjunction

with, these financial statements.
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THE BANK OF NOVA SCOTIA BERHAD
(Company No. 308035 U)

(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 OCTOBER 2010

The Bank Of Nova Scotia Berhad is 2 public limited liability company, incorporated and domiciled in
Malaysia. The address of its registered office and principal place of business is as follows:

Registered office/ Principal place of business
Menara Boustead

No. 69, Jalan Raja Chulan

P.O. Box 11056

50734 Kuala Lumpur

The consolidated financia} statcments of the Bank as at and for the year ended 31 October 2010 comprise the
Bank and its subsidiaries (together referred to as the Group). The financial statements of the Bank as at and
for the year ended 31 October 2010 do not include other entities.

The Bank is principally engaged in banking and related financial services, whilst the principal activities of the
subsidiaries are stated in Note 10 to the financial statements.

The financial statements were approved by the Board of Directors on 15 December 2010,

1.  Basis of preparation
(a) Statement of compliance

The financial statements of the Group and of the Bank have been prepared in accordance with
Financial Reporting Standards (“FRSs™) as modified by Bank Negara Malaysiz Guidelines and
the Corapanies Act, 1965 in Malaysia.

The Group and the Bank have not applied the following accounting standards, amendments and
interpretations that have been issued by the Malaysjan Accounting Standards Board (MASB)
but are not yet effective:

FRSs, Interpretations and amendments effective for annual periods beginning on or afier 1

January 2010

& ERS 4, Insurance Coniracts

¢ FRS 7, Financial Instruments: Disclosures

o FRS 101, Presentation of Financial Statements (revised)

» FRS 123, Borrowing Costs (revised)

¢ FRS 139, Financial Instruments: Recognition and Measurement

o Amendments to FRS 1, First-time Adoption of Financial Reporting Standards

* Amendments to FRS 2, Share-based Payment: Vesting Conditions and Cancellations

» Amendments to FRS 7, Financial Instruments: Disclosures

* Amendments to FRS 101, Presentation of Financial Statements - Puttable Financial
Instruments and Obligations Arising on Liguidation

= Amendments to FRS 127, Consolidated and Separate Financial Statements: Cost ofa
Investment in a Subsidiary, Jointly Controlled Entity or Associate

» Amendments to FRS 132, Financial Instruments: Presentation
- Putiable Financial Instruments and Obligations Arising on Liquidation
- Separation of Compound Instruments
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1. Basis of preparation {contd.)
(a) Statement of compliance (contd.)

*  Amendments to FRS 139, Firancial Instruments: Recognition and Measurement
- Reclassification of Financial Assets
- Collective Assessment of Inpairment for Banking Institutions
Improvements to FRSs (2009)
IC Interpretation 9, Reassessment of Embedded Dertvatives
IC Interpretation 10, Inferim Financial Reporting and Impairment
IC Interpretation 11, FRS 2 - Group and Treasury Share Transactions
IC Interpretation 13, Customer Loyalty Programmes
IC Interpretation 14, FRS 119 - The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and Their Interaction

@ 2 " e & &

FRSs, Interpretations and amendmenis effective for annual periods beginning on or after 1

March 2010
¢ Amendments to FRS 132, Financial Instruments: Presentation - Classification of
Rights Issues

FRSs, Interpretations and amendments effective for annual periods beginning on or after 1
July 2010

FRS 1, First-time Adoption of Financial Reporting Standards (revised)

FRS 3, Business Combinations (revised)

FRS 127, Consolidated and Separate Financial Statements (revised)

Amendments to FRS 2, Share-based Payment

Amendments to FRS 5, Non-current Assets Held for Sale and Discontinued Operations
Amendments to FRS 138, Intangible Assets

[C Interpretation 12, Service Concession Agreements

IC Interpretation 16, Hedges of a Net Investment in a Foreign Operation

IC Interpretation 17, Distributions of Non-cash Assets to Owners

Amendments to IC Interpretation 9, Reassessment of Embedded Derivatives

® ® & & & & 8 ° @ @

FRSs, Interpretations and amendments effective for annual periods beginning on or after 1
January 2011
s Amendments to FRS 1, First-time Adoption of Financial Reporting Standards -
Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopter
- Additional Exemption for First-time Adopters
¢ Amendments to FRS 7, Financial Instruments: Disclosures - Improving Disclosures
about Financial Instruments
Amendments to FRS 2, Group Cash-settled Share Based Payment Transactions
Improvements to FRSs (2010)
IC Interpretation 4, Determining whether an Arrangemeni contain a Lease
IC Interpretation 18, Transfer of Assets from Customers

o 0 ¥ ¥

FRSs, Interpretations and amendments effective for annual periods beginning on or after 1
July 2011

*  ICInterpretation 19 Extinguishing Financial Liabilities with Equity Instruments

¢ Amendments to IC Interpretation 14, Prepayments of a Minimum Funding Requirement

FRSs, Interpretations and amendments effective for onnual periods beginning on or after 1
January 2012

s  FRS 124, Related Party Disclosures (revised)

¢ ICInterpretation 15, Agreements for the Consiruction of Real Estate
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Basis of preparation (contd.)

]

()

The Gtoup and the Bank plan to apply the abovementioned standards, amendments and
interpretations:

® from the annual period beginoning 1 November 2010 for those standards, amendments or
interpretations that will be effective for annual periods beginning on or after 1 January 2010,
1 March 2010 and 1 July 2010 except for FRS 4, Amendments to FRS 1, Amendments o
FRS 2, Amendments to FRS 132, FRS 1 (revised), IC Interpretation 11, IC tnterpretation
13, IC Interpretation 14, Amendments to FRS 5, Amendments to FRS 138, IC Interpretation
12, IC Interpretation 16 and IC Interpretation 17 as they are not applicable to the Group and
the Bank.

* from the annual period beginning 1| November 2011 for those standards, amendments or
interpretations that will be effective for annual periods beginning on or after 1 January 2011
and 1 July 2011 except for Amendements to FRS 1, Amendments to FRS 2, IC
Interpretation 4, IC Interpretation 18, IC Interpretation 19 and Amendments to IC
Interpretation 4 which are not applicable to the Group and the Bank.

e from the annual period beginning 1 November 2012 for those standards, amendments or
interpretations that will be effective for annual periods beginning on or after ] January 2012
except for IC Interpretation 15 which is not applicable to the Group and the Bank.

The impact of applying FRS 7 and FRS 139 on the financial statements upon first adoption as
required by paragraph 30(b) of FRS 108, Accounting Policies, Changes in Accounting
Estimates and Errors is not disclosed by virtue of the exemptions given in the respective FRSs,
The initial application of the other standards, amendments and interpretations is not expected
to have any material impact on the financial statements or any matetial change in accounting

policy.

Basis of measurement

The financial statements of the Group and of the Bank have been prepared on the historical cost
basis except for securities available-for-sale and derivative financial instruments as disclosed in
the notes to the financial statements,

Functional and presentation carrency

These financial statements are presented in Ringgit Malaysia (RM), which is the Group and the
Bank’s functional currency. All financial information is presented in RM and has been rounded
to the nearest thousand, unless otherwise stated.
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1.

Basis of preparation (contd.)

@

Use of estimates and judgements

The preparation of the financial statements in conformity with FRSs requires management to
make judgements, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets, liabilities, income and expenses. Actual results may differ

from these estimates.

Fstimates and underlying assumptions are reviewed on an omgoing basis. Revisions to
accounting estimates are recognised in the period in which the estimates are revised and in any
futurs periods affected.

There are no significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have significant effect on the amounts recognised in the financial
statements other than those disclosed in the following notes:

* Note 5 - Assessment of impatrment of assets - securities available-for-sale

* Note 6 and Note 23 - Assessment of allowance for losses on loans and advances

« Note 32 - Fair value estimation of financial assets and financial liabilities

Siguificant accounting policies

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

(2)

Basis of consolidation

Subsidiaries

Subsidiaries are entities, including unincorporated entities, controlled by the Group. Control
exists when the Group has the ability to exercise its power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities. In assessing control, potential
voting rights that presently are exercisable are taken into account. Subsidiaries are consolidated
using the purchase method of accounting.

Under the purchase method of accounting, the financial statements of subsidiaries are included
in the consolidated financial statements from the date that contro!l commences until the date that
control ceases.

Investments in subsidiaries are stated in the Bank's balance sheet at cost less any impairment
losses.
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2.

Significant accoanting policies (contd.)

(=)

®)

©

@

Basis of consolidation (contd.)
Transactions eliminared on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from
intra-group transactions, are eliminated in preparing the consolidated financial statements.
Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that
there is no evidence of impairment.

Income recognition

Interest income is recognised in the income statement for all interest bearing assets on an accrual
basis. Interest income includes the emortisation of premium or accretion of discount. Interest
income on overdrafis, housing and term loans is accounted for on an accrual basis by reference
te daily rest periods.

In line with the guidelines set by Bank Negara Malaysia and in accerdance with the established
practice of the Bank, where any principal or interest is in arrears for more than three months
after due date for loans and overdrafts, and where the instrument is due and unpaid for three
months after maturity date for trade bills, bankers’ acceptances and trust receipts, or where
doubt as to the recoverability of an advance exists, the interest on the entire such advance are
classified as non-performing, which shall be reversed out of income by debiting the imterest
income in the income statement and crediting the accrued interest receivable account in the
balance sheet. Subsequently, interest eamed on non-performing loans shall be recognised as
income on a cash basis.

The policy on interest recognition on non-performing loans is in conformity with the revised
BNM/GPS.

Interest from available-for-sale securities (including zero coupon debt instruments), calculated
using the effective interest method, is recognised in the income statement.

Interest expense

Interest expense on deposits and borrowings of the Group and of the Bank are recognised on an
accrual basis,

Recognition of fees and other income

Loan arrangement fees and commissions which are material are recognised as income when all
conditions precedent are fuifilled,

Commitment fees and guarantee fees which are material are recognised as income based on
time apportionment.
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2.

Significant accounting policies (contd.)

(d)

(¢

®

Recognition of fees and other income (contd,)

Dividends from securities available-for-sale are recognised when the right to receive the
payment is established.

Other fees and commission on services and facilities extended to customers are recognised on
inception of such transaction.

Operating lease payments

Leases, where the Group and the Bank do not assume substantially all the risks and rewards of
the ownership are classified as operating leases and the leased assets are not recognised on the
Group and the Bank's balance sheet,

Payments made under operating leases are recognised in the income statement on a straight line
basis aver the term of the lease.

Loans and advances

Loans and advances are carried at their outstanding unpaid principal and interest balances, net
of specific and general allowances for bad and doubtful debts and financing and interest-in-
suspense, if any. Allowance for bad and doubtfil debts and financing are made with regard to
specific risks and relate to those loans that have been individually reviewed and specifically
identified as sub-standard, doubtful or bad,

The carrying amount of the Group’s and the Bank’s loans and advances are reviewed at each
balance sheet date to determine whether there is objective evidence of impairment. If such
evidence exists, the recoverable amount of the loans and advances is estimated.

A specific allowance is provided in the income statement whenever the carrying amount of the
loans and advances exceeds its recoverable amount (being the present value of estimated future
cash flows discounted at customer rate). The estimated future cash flows are based on
projection of liquidation proceeds, realisation of assets or estimates of future operating cash
flows.

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

The allowance for bad and doubtful debts and financing are computed in conformity with the
revised BNM/GP3. Consistent with prior year, the Group and the Bank has adopted a more
stringent classification policy on non-performing loans, whereby loans are classified as non-
performing and sub-standard when repayments are in arrears for more than three (3) months
from the first day of default or after maturity date.
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Significant accounting policies (contd.)

®

ik)

Loans and advances (conid.)

A general allowance based on a percentage of the loan pottlolio is also made to cover possible
losses which are not specifically identified. The percentage made is in compliance with the
minimum requirement of 1.5% set by Bank Negara Malaysia,

Cash and cash equivalents

Cash and cash equivalents comprise cash and short-term funds and deposits and placements
with financial institutions maturing within 1 and 3 months respectively, which are stated at
placement value.

Securities

Securities are acquired and held for yield or capital growth or to meet minimum liquid assets
requirement pursuant to Section 38 of the Banking and Financial Institution Act 1989, and are
usually held to maturity.

The boldings of the securities portfolic of the Group and of the Bank are recognised based on
the following categories and consequently their valuation methods:

(i) Held-for-trading

Securities are classified as held-for-trading if it is acquired or incurred principally for the
purpose of selling or repurchasing it in the near term or it is part of a portfolio of identified
securities that are managed together and for which there is evidence of & recent actual
pattern of short-term profit-taking. Securities classified as held-for-trading will be stated at
fair value and any gain or loss arising from a change in the fair value will be recognised in
the income statement.

(ii) Held-to-maturity

Held-to-maturity investments are securities with fixed or determinable payments and fixed
maturity that the Group and the Bank have the positive intention and ability to hold to
matuyity. These investments will be measured at amartised cost using the effective interest
method. A gain or loss is recognised in income statement when the securities are
derecognised or impaired through the amortisation process,
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2.

Significant accounting policies (contd.)

(h)

ti

i)

Secarities (comtd.)
(iii) Available-for-sale

Available-for-sale securities are securities that are not classified as held-for-trading or held-
to-maturity investments and are measured at fair value. Investments in equity instruments
that do not have a quoted market price in an active market and whose fair value cannot be
reliably measured will be stated at cost less any impairment losses. Any gain or loss arising
from a change in the fair value will be recognised directly in equity through the statement
of changes in equity, except for impairment losses and foreign exchange gains and losses,
which are recognised in the income statement.

The cumulative gains or losses arising on disposal of available-for-sale securities which
were previously recognised in equity, will be transferred to the income statement upon
derecognition of the securities.

Repurchase agreements

Securities purchased under resale agreements are securities which the Group and the Bank had
purchased with a commitment to resell at future dates. The commitment to resell the securities
is reflected as an asset on the balance sheet.

Conversely, obligations on securities sold under repurchase agreements are securities which the
Group and the Bank had sold from its portfolio, with a commitment to repurchase at future
dates. Such financing transactions and the obligations to repurchase the securities are reflected
as a liability on the balance sheet,

Plant and equipment
Recognition and measurement

Items of plant and equipment are stated at cost less any accumulated depreciation and any
accumulated impairment losses. Cost includes expenditures that are directly attributable to the
acquisition of the asset and any other costs directly attributable to bringing the asset to working
condition for its intended use.

When significant parts of an item of plant and equipment have different useful lives, they are
accounted for as separate items {(major components) of plant and equipment.

Gains and losses on disposal of an item of plant and equipment are determined by comparing
the proceeds from disposal with the carying amount of plant and equipment and are recognised
net within "other incomne” and "other expenses" respectively in income statement.



28

(Company No. 308035 1))

2.

Significant accounting policies (contd.)
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Plant and equipment (contd.)

Subsequent costs

The cost of replacing part of an item of plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part
will flow to the Group and the Bank and its cost can be measured reliably. The costs of the day-
to-day servicing of plant and equipment are recognised in the income statement as incurred.

Depreciation

Depreciation is recognised in the income statement on a straight-line basis over the estimated
useful lives of each part of an item of plant and equipment.

The estimated useful lives for the current and comparative periods are as follows:

Office equipment, furniture and fittings 2.5 years to 20 years
Motor vehicles 5 years

Depreciation methods, useful lives and residual values are reassessed at the balance sheet date.

Impairment

An impairment loss in respect of securities available-for-sale assets is recognised in the income
statement and is measured as the difference between the asset's acquisition cost (net of any
principal repayment and amortisation) and the agset's current fair value, less atly impairment
loss previously recognised. Where a decline in the fair value of securities available-for-sale has
been recognised in the other comprehensive income, the cumulative in other comprehensive
income is reclassified from equity and recognised to income statement.

The carrying amounts of assets except for deferred tax assets and financial assets (other than
investment in subsidiaries and securities available-for-sale) are reviewed at each reporting date
to determine whether there is any indication of impairment. If any such indication exists, then
the asset's recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount. For the purpose of impairment testing, assets are grouped
together into the smallest group of assets that generates cash inflows from continuing use that
are largely independent of the cash inflows of other assets or groups of assets (the “cash-
generating unit”). Impairment losses are recognised in the income statement. Impairment
losses recognised in respect of cash-generating units are allocated first to reduce the carrying
amount of any goodwill allocated to the units and then to reduce the carrying amount of the
other assets in the unit (groups of units) on a pro rata basis,
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Significant accounting policies {contd.)

&)

(m)

(@)

Impairment {contd.)

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

Impairment losses recognised in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists, An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amount since the last
impairment loss was recognised. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment loss had been recognised. Reversals of
impairment losses are credited to the income statement in the year in which the reversals are
recognised.

Other receivables

Other receivables are initially recognised at their cost when the contractual right to receive cash
or anether financial asset from another entity is established.

Subsequent to initial recognition, other receivables are stated at cost less allowance for doubtful
debts, if any.
Liabilities

Deposits from customers, deposits and placements of banks and other financial institutions are
stated at placement values.

Other liabilities are measured initially and subsequently at cost. Other liabilities are recognised
when there is a contractual obligation to deliver cash or another financial asset to another entity,

Bills and acceptances payable

Bills and acceptances payable represent the Group and the Bank’s own bills and acceptances
rediscounted and outstanding in the market, Bills and acceptances payable are stated at cost.
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Significant accounting policies (comtd.)
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(Y]

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currency of the
Group and the Bank at exchange rates at the dates of the transaction.

Monetary assets and liabilities denominated in foreign currencies at reporting period are
retranslated to the functional currency at the exchange rate at that date. Non-monetary assets
and liabilities denominated in foreign currencies are translated at exchange rates at the dates of
the transactions except for those that are measured at fair value, which are retranslated to the
functional currency at the exchange rate at the date that the fair value was determined. Foreign
currency differences arising on retranslation are recognised in the income statement.

Derivative financial instraments

Derivatives are recognised at fair value with changes in fair value recognised in the income
statement.

{1) Forward foreign exchange contracts

Forward contracts are valued at the prevailing forward rates of exchange at the balance
sheet date. The resultant unrealised gains and losses are recognised in the income
staternent.

(i) Interest rate swaps

The Bank acts as an intermediary with counterparties who wish to swap their interest rate
obligations. The Bank also uses interest rate swaps in its trading account activities and in
overall interest rate risk management.

Interest income or interest expense associated with interest rate swaps which are materjal
and qualify as hedges is recognised over the life of the swap agreement as a component of
interest income or interest expense.

Gains and losses on interest rate swaps that do not qualify as hedges are recognized in the
current year using the mark-to-market method, and are included in the net result from
securities held-for-trading.
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Significant accounting policies (contd,)

@
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Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognised in
the income statement except to the extent that it relates to items recognised directly in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the end of the balance sheet date, and any adjustment to tax

payable in respect of previous years.

Deferred tax is recognised using the liability method, providing for temporary differences
between the carrying amounts of assets and Habilities for reporting purposes and their tax bases.
Deferred tax is not recognised for the following temporary differences: the initial recognition of
assets or liabilities in a transaction that is not a business combination and that affects neither
accounting nor taxable profit or loss. Deferred tax is measured at the tax rates that are expected
to apply to the temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the balance sheet date,

Deferred tax liability is recognised for all taxable temporary differences.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will
be available against which the temporary difference can be utilised. Deferred tax assets are
reviewed at the end of each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Additional taxes that arise from the distribution of dividends are recognised at the same time as
the liability to pay the related dividend is recognised.

Employee benefits

Shart term empisvee deieBits

Short-term employee benefit obligations in respect of salaries, annual bonuses, paid annual
leave and sick leave are measured on an undiscounted basis and are expensed as the related
service js provided.

A liability is recognised for the amount expected to be paid under short-tetm cash bonus or
profit-sharing plans if the Group and the Bank have a present legal or constructive obligation to
pay this amount as a result of past service provided by the employee and the ohligation can be
estimated reliably.

The Group’s and the Bank’s contribution to statutory pension funds are charged to the income
staternents in the year to which they relate. Once the contributions have been paid, the Group
and the Bank have no further payment obligations.
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3. Cash and short-term funds

Group
2010 2009
RM'000 RM'0006
Cash and balances with banks and
other financial institutions 224,387 117,015
Money at call and deposit placements
matgring within one month 220,000 465,500

32

Bank
2010 2009
RM'000 RM'000

224,357 116,985

220,000 463,500

444,387 582,515

444,357 582,465

4. Deposits and placements witi: fimancial institutions

Licensed banks

g Secarities available-for-sale

Quoted money market instruments - at fair value:
- Malaysian Government securifies
- State Government guaranteed bonds
- Private debt securities
- Bankers' acceptances

Quoted equity securities - at fair value:
- Shares quoted in Malaysia
Unquoted equity securities - at cost:
- Unquoted shares in Malaysia

Group and Bank
2010 2009
RM'000 RM'000
199,000 40,000
Group and Bank
2010 2009

RM'000 RM'000

166,058 196,464
27,030 26,103
65,601 76,323

- 58,576 _

253,089 357,466
1.915 1,953

1,754 1,754

262,358 3€1,173
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6. Loans and advances

©

(ii)

By type

Overdrafts

Term loans
- housing loans
- syndicated term loans
- other term loans

Bills receivable

Trust receipts

Revolving credit

Staff loans (of which RM400,000 (2009: RM524,000)
are to Directors)

Other loans

Less: Unearned interest

Gross loans and advances

Less: Allowance for bad and doubtful debts and financing;

- General (Note 7(ii))
- Specific (Note 7(ii))

Net loans and advances

By type of customer

Domestic non-bank financial institutions
- Others
Domestic business enterprises
- Small medivm enterprises
- Others
Government and statutory bodies
Individuals
Foreign entities

Gross loans and advances

33

Grounp and Bank
2010 2009
RM'000 RM'000
73,701 86,258
269,493 310,617
354,386 343,928
886,674 776,934
484,198 367,657
3,147 3,121
890,589 1,107,300
4,804 1hge
23,207 23,796
2,990,203 3,026,700
(1,683) {544)
2,988,520 3,026,156
{44,456) (44,935)
(26,507) (31,078)
2,917,557 2,950,143
630,524 516,617
95,177 70,059
1,599,596 1,776,166
124,480 136,580
375,057 437,144
163,686 89,590

2,988,520

3,026,156
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6. Loans and advances (contd.)

(iii) By interest rate sensitivity

{iv)

Fixed rate:
- Housing loans
- Other fixed rate loans
Variable rate;
- Base Lending Rate plus
- Cost plus

Gross loans and advances

By sector

Agriculture
Manufacturing
Electricity, gas and water
Construction
Real estate
Purchase of landed property:
- Residential
- Non-residential
Wholesale & retail trade and restaurants & hotels
Transport, storage and communication
Finance, insurance and business services
Purchase of securities
Purchase of transport vehicles
Consumption credit
Government of Malaysia
Others

Gross loans and aedvances

34

Group and Bank
2010 2009
RM'000 RM'060

6,399 6,585
151,700 105,563
1,453,610 1,313,263
1,376,811 1,600,745
2,988,520 3,026,156
153,581 88,936
555,894 576,355
. 68,290
115,038 106,546
158,371 166,869
294,593 336,532
76,272 64,334
266,912 259,505
200,233 200,000
904,084 893,867
21,002 21,010
325 370
61,328 81,474
124,480 136,580
56,407 25,488

2,988,520

3,026,156
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7. Non-performing loans (NPL)

®

(i)

Movements in non-performing loans and advances

At beginning of financial year

Classified as non-performing during the financial year
Reclassified as performing during the financial year
Amount written back in respect of recoveries

Amount written off

At end of financial year
Specific allowance

Net non-perfarming loans and advances

Ratio of net non-performing loans and advances to
net loans and advances (net of specific allowance)

Movements in allowance for bad and donbtful debis
and financing

General allowance

At beginning of financial year

Allowance made during the financial year
Allowance written back

At end of financial year

As % of gross loans and advances (net of specific
allowance)

Specific allowance

At beginning of financial year

Allowance made during the financial year
Allowance written back in respect of recoveries
Allowance written off

At end of fnancial year

335

Group and Bank
2010 2009
RM'000 RM'000
44,892 63,480
13,728 19,048
{6,947) (7,674)
(7,275) (15,577)
(2,457) (14,385)
41,941 44,892
(26,507) {31,078)
15,434 13,814
0.5% 0.5%
44,935 46,455
6,084 5,656
(6,563) (10,176)
44,436 44,935
1.5% 1.5%
31,078 36,406
2,496 11,945
(4,610) (2,388)
(2,457) {14,385)
26,507 31,078
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7.

10.

Non-performing loans (NPL) (contd.)

(i) By sector

Agriculture
Manufacturing
Purchase of landed property:
~ Residential
- Non-residential
Wholesale & retail trade and restaueants & hotels
Consumption credit
Others

QOther assets

Derivatives (Note 33)
Interest receivable
Other receivables, deposits and prepayments

Statutory deposits with Bank Negara Malaysia

36

Group and Bank
2010 2009
RM'000 RM'000
- 57
12,299 14,118
18,944 21,302
329 59
6,707 6,707
2,775 2,161
287 488
41,941 44,892
Group and Bank
2010 2009
RM'000 RM'000
2,361 16,652
19,919 16,643
44,677 38,029
71,324

66,957

The non-interest bearing statutory deposits are maintained with Bank Negara Malaysia in compliance
with Section 37(1Xc) of the Central Bank of Malaysia Act 1958 (revised 1994), the amounts of which

are determined as set percentages of total eligible liabilities,

Investment in subsidiaries

Unquoted shares, at cost

Bank
2009
RM'000

2010

RM'000

30

30
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10,

1L

Investment in subsidiaries (contd.)

The subsidiaries of the Bank are as follows:

Principal

Subsidiaries activities
Scotia Nominees (M)

Sdn. Bhd. Nominee services
Scotia Nominees (Asing)

Sdn. Bhd. Nominee services
Scotia Nominees (Tempatan)

Sdn. Bhd. Nominee services

Country of
incorporation

Malaysia
Malaysia

Malaysia

37

Effective
ownership interest
2010 2009
100% Tt
100% 10y,
100% e

All income and expenditure arising from the operations of the subsidiaries have been taken up in the

financial statements of the Bank.

Plant and equipment

Group and Bank

Cost ‘

At I November 2008
Additions

Write off

At 31 October 2009 / | November 2009
Additions
Write off

At 31 October 2010

Depreciation

At 1 November 2008
Charge for the year
Write off

At 31 October 2009 / 1 November 2009
Charge for the year
Write off

At 31 October 2010

Office
equipment,
farnitare Motor
and fittings  vehicles Tetal
RM'000  RM'000 RM'000
11,476 162 11,638
30 - 30
(438) - (438)
i 158 162 13.23
92 - 92
(12) - (12)
11,148 162 11,319
8,308 98 8,406
784 32 816
{438) - {438)
8,654 130 8,784
606 32 638
(12) - {12)
9,248 162 9,410
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11,

12.

13.

Plant and equipment (contd.)

Group and Bank

Carrying amounts
At 1 November 2008
At 31 October 2009 / 1 November 2009

At 31 October 2010

Depasits from customers

{f By type of deposit

Demand deposits

Savings deposits
Fixed/Investment deposits
Others

{ii} By type of customer
Business enterprises
Individuals
Others

18

Deposits and placements of banks and other financisl institutions

Licensed banks
Licensed investment banks
Orher financial institutions

Office
equipment,
forniture Motor
and fittings  vehicles Total
RM'000 RM'000 RM'000
3,162 64 3,232
2,414 12 2,446
1900 - 1,900
Group and Bank
2010 2009
RM'000 RM'000
128,554 133,930
6,742 6,465
804,160 773,657
241,653 280,466
1,181,109 1,194,518
1,075,900 1,080,495
104,223 113,011
986 1,012
1,181,109  1,194.518
Group and Bank
2010 2009
RM'000 RM'000
254,000 495,322
20,000 20,000
492,181 364,266
756,181 879,588
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18,

16.

Other liabilities

Derivatives (Note 33)
Interest payable
Other payables and aceruals

Amounts owing to holding company

The amounts owing to holding company are subject to the normal frade terms.

39

Group and Bank
2010 2009
RM'000 RM'G00
51,849 50,824
11,500 8,232
34,940 28,925

98,289 27,981

The Directors regard The Bank of Nova Scotia, a company incorporated in Canada, as the ultimate

holding company of the Bank.

Share capital

Authorised:
At 1 November / 31 October

Issued and fally paid:
At I November / 31 October

Number of ordinary

shares of RM1 each Amount
Group and Bank Group and Bank
2010 2009 2010 2009
‘000 '000 RM'000 RM'000
200,000 200,000 200,000 200,000
122,375 122,375 122,375 122,375
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17. Reserves

17.1 Statwtory Reserve
The statutory reserve is maintained in compliance with Section 36 of the Banking and Financial

Institutions Act, 1989 and is not distributable as cash dividends.

17.2 Other Reserve
The other reserve is in respect of unrealised fair value gains and Josses on securities available-

for-sale.

17.3 Retained Earnings

Subject to agreement by the Inland Revenue Board, the Bank has sufficient tax credit under
Section 108 of the Income Tax Act, 1967 and tax exempt account to frank the payment of
dividends out of all its retained earnings as at 31 October 2010.

The Finance Act 2007 introduced a single tier company tax system with effect from year of
assessment 2008. As such, the Section 108 tax credit as at 31 October 2010 will be available to
the Bank until such time the credit is fully utilised or upon expiry of the six-year transitional
pericd on 31 December 2013, whichever is earlier.

18, Interest income
Group and Bank
2010 2009
RM'000 RM'000
Loans and advances:

- Interest income other than recoveries from NPL 139,041 147,253
- Recoveries from NPLs 816 1,316
Money at call and deposit placement with
financial institutions 25,613 23,262
Securities available-for-sale 12,714 12,024
Arbitrage interest {2011 {6407
Others 6,322 7,335
164,368 184,783
Amortisation of premium less accretion of discount (347) 54
Net interest suspended {6,753) (9,077}
Total interest income 157,268 175,652

19. Interest expense
Group and Bank
2010 2009
RM'000 RM'000

Deposits and placements of banks and

other financial institutions 27,276 54,157
Deposits from customers 28,219 25,258
Others 10,458 10,424

65,953 89,839
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20.

21,

Other operating income

Fee income:

- Commission

- Service charges and foes

- Guarantee fees
(Losses)/gains arising from sale of securities:

- Held-for-trading

- Available-for-sale
Gains arising from dealing in foreign currency
Unrealised revaluation gains in foreign exchange
Dividend income:

- Securities available-for-sale
Unrealised gains arising from derivative trading

Other operating expenses

Personnel costs:
- Salaries and bonuses
- Pension fund contributions
- Other staff costs
Marketing expenses:
- Advertising and promotion
- Others
Establishment costs:
- Depreciation of plant and equipment
- Rental
- Cithars
Administrative expenses:
~Fees
- Others

41

Gronp and Bank
2010 2009
RM'000 RM'000
1,600 1,499
7,922 4,142
1,076 1,237
- 37
(49 983
7,346 9,179
177 297
7l §13
2,568 837
Z:E,_:iili_,__ 18,374
Group and Bank
2010 2009
RM' 000 RM'000
10,634 11,024
1,814 1,832
1,665 3,016
171 400
436 471
638 816
2,198 2,063
2,464 2,629
2,832 3,770
1,491 1,623

24,343 27,644
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21.  Other operating expenses {contd.)
Group and Bank
2010 2009
RM'000 RM'000
The above expenditure includes the following statutory disclosures:

Directors' remuneration, excluding benefits-in-kind (Note 22) 877 861
Rental of premises 2,094 1,958
Hire of equipment 104 105
Auditors' remuncration
- current year ) 124
- under provision in prior years . 8 20

The key management personnel compensation is as follows:

Key management personnel:
- Short-term employee benefits 937 2,350
- Post-employment benefits 104 99

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

22. Directors' remuneration

Aggregate remuneration of all Directors during the year are as fllows:

Group and Bank
2010 2009
RM'G09 RM'000
Executive Director
- remuneration 862 853

Non-Executive Directors
- fees 106 105

965 958
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22. Directors' remuneration (contd.)

43

Number of Directors of the Bank whose remuneration for the financial year fall in the following bands

are as follows;

Executive Director:
RM800,000 to RM900,000

Non-executive Directors:
Not exceeding RM50,000

23.  Allowance for losses on loans and advances

Allowanee for bad and doubtful debts and financing on

loans and advances:-

(a)  Specific allowance:
- made in the financial year
- written back in respect of recoveries
{b)  General allowance:
- made in the financial year
- written back
Bad debts on loans and advances:
- Recovered

24, Taxexpense

Income tax expense
- current year
- under provision in prior years

Deferred tax expense (Note 26)

- origination and reversal of temporary differences

~ over provision in prior years

Group and Bank
2010 2009
1 |
g 4
Graup and Bank
2010 2009
RM'000 RM'000
2,498 11,945
(4,610) (2,888)
6,084 5,656
(6,563) (190,1786)
(405) (276)
(2,968} 4,261
Grounp and Bank
2010 2009
RM'000 RM'000
23,890 17,047
561 -
24,451 17,047
{632) 1,214
(623) (84)
11.255) 1139

23,196

18,177
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24.

25.

6.

Tax expense (contd.) G e
rouyp an n
2010 2009
RM'000 RM'600

Reconciliation of effective tax expense

Profit before taxation 20,681 72,282
Income tax using Malaysian tax rates @ 25% 22,670 18,071
Non-deductible expenses 76 67
Other items . 512 123

23,258 18,261
Over provision in prior years (62) (34)
Tax expense 23,196 18,177
Basic earnings per share

The basic earnings per ordinary share have been calculated based on the profit attributable to equity
holder and the number of ordinary shares outstanding during the year.

Group and Bank
2010 2009 -
RM'000 RM'000
Number of ordinary shares in issue ('000) 122,375 122,375
Profit attributable te equity holder (RM'000) 67,485 54,105
Basic earnings per share (sen) _ 55 44

Deferred tax nssets

The recognised deferred tax asseta and liabilities (before offsetting) are as follows:

Group and Bank
2010 2009
RM'000 RM'000

Plant and equipment 81 281
Others {1,175) -
General allowance for bad and doubtful debts and financing {11,114) (11,234)

(12,208) (10,953)
Revaluation of securities available-for-sale 667 537

(11,541)  (10,416)
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26.

27.

Deferred tax assets (contd.)

Movements in temporary differences during the financial year are as follows:

General
allowance
for bad and
Plant and doubiful Other
equipment debts Others reserve Total

RM'000 RM'000  RM'000 RM'000 RM'000
Deferred tax (assets)/ Habilities

At I November 2008 281 (12,364) - (313) (12,396)
Recognised in income statement

(Note 24) - i130 . - ERRIT
Recognised in equity . - - £50 850
At 31 October /1 November 2009 281 {11,234) - 537 (10,416)
Recognised in income statement

(Note 24) (200) 120 (1,175) - (1,255)
Recognised in equity r—— - - 130 130
At 31 October 2010 81 (11.114) (1,175) 667 (11,541)

Credit exposures to connected parties

The credit exposures of the Group and the Bank to connected parties, as defined by Bank Negata
Malaysia's "Guidelines on Credit Transactions and Exposures with Connected Parties” are as follows:-

Group and Bank
2010 2009
RM'000 RM'000
Aggregate value of outstanding credit exposures to connected parties 3,767 3,937
As a percentage of total credit exposures 0.07% 0.08%

There are no outstanding credit exposures to connected parties which is nop-performing or in defanlt.



46

(Company No. 308035 U)

28,

29,

Significant related party transactions and balances

Group and Bank
2010 2009
RM'000 RM'000

Expenditure:
Holding company

Technical fees 1,411 1,818

Computer license agreement 656 650

Technical support 3o 280
Halding company .

Interest payable on loans 6,202 27167
Income:
Holding company

Interest receivable on deposits __ (4125 {2,853
Balances with holding company and related companies:
Amount due from holding company

Current accounts 5,223 21,291

Deposits 122,906 201,114
Amount due to holding company

Current accounts (12) {15)

Loans (1,333,002) (1,505,324)
Amount due to related company

Current accounts ___ {11) (1

The related party transactions are conducted at arm’s length basis and on normal commercial terms
which are not more favourable than those generally available to public.

Commitments and contingencies

Market risk

Market risk is the potential change in value cansed by movement in the market rates or prices. The
contractual amounts stated above provide only a measure of involvement in these types of transactions
and do not represent the amounts subject to market risk. Exposure to market risk may be reduced
through offsetting on and off-balance sheet positions.

As at 31 October 2010, the amount of contracts which were not hedged and hence exposed to market
risk was RM1.82 million (2009: RM11.07 million).

Credlt risk

Credit risk arises from the possibilify that a counterparty may be unabie to meet the terms of a contract
in which the Bank has a gain position, As at 31 October 2010, the amount of credit risk, measured in
terms of the cost to replace the profitable contracts, was RM2.36 million (2009: RM16.65 million).
This amount will increase or decrease over the life of the contracts, mainly as a function of maturity
dates and market rates or prices.
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30.

31.

Lease commitments

47

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

follows:
Group and Bank
2010 2009
RM'000 RM'000
Within one vear 2,234 2,263
After one year but not more than five years 2,075 4,183
4,309 6,446

Capital adequacy

{a)  The capital adequacy ratios of the Group and of the Bank are analysed as follows:

Group and Bank
2010 2009
RM'000 RM'000
Tier 1 capital
Paid-up share capital 122,375 122,375
Share premium 42,625 42,625
Retained profit 327,283 259,798
Reserves 122,375 122,375
514,658 547,173
Less: Deferred tax assets {12,208} {10,953)
Total Tier ] capital 602,450 536,220
Tier 2 capital
General allowance for bad and doubtfu! debts and
financing, representing total Tier 2 capital 44,456 44,835
Total capital 646,906 581,155
Less: Investment in subsidiaries (30) (30)
Capital base 646,376 581,125
Core capital ratio 18.72% 16.57%
Risk-weighted capital ratio 20.10% 17.96%
Breakdown of gross risk-weighted assets ("RWA") it the various categories of risk-weights:
Group and Bank
2010 2009
Principal Risk- Principal Risk-
weighted weighted
RM'000 RM'000  RM'000 RM'000
Total RWA for credit risk 4,410,276 3,031,243 4,450,224 3,066,863
Total RWA for market risk - 1,818 - 11,072
Total RWA for operational risk - 185,856 - 157,313
4416,276 3,218,017 4450234  3935724F
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31.  Capiial adequacy (contd.)

With effect from 1 January 2008, the capital adequacy ratios of the Group and the Bank are
computed in accordance with Bank Negara Malaysia's revised Risk Weighted Capital Adequacy
Framework (RWCAF-Basel IT). The Group and the Bank have adopted the Standardised
Approach for Credit Risk and Market Risk, and the Basic Indicator Approach for Operational
Risk.

The detailed disclosures on the risk weighted assets, as set out in Notes 31(b), (c), (d) and () are
presented in accordance with para 4.3 of Bank Negara Malaysia's Guideline - Risk Weighted
Capital Adequacy Framework (Basel II) - Disclosure Requirements (Piilar 3), whereby such
disclosures are effective for annual financial reports for the annual reporting period beginning on
or after 1 January 2008,
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32,

Financial Instruments

The guidelines and policies adopted by the Group and by the Bank to manage the following risks that
arise in the conduct of the business activities are as follows:

Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, human
behaviour and systems, or from external events. Operational risk is inherent in each of the Bank’s
business and key support activities and can manifest itself in various ways. These include breakdowns,
error, business interruptions and inappropriate behaviour of employees, and can potentially result in
financial losses and other damage to the Group and the Bank.

Operational risks are managed and controlled within the individual business lines and a wide variety of
checks and balances to address operational risks have been developed as an important part of our risk
management culture. They include established policies and procedures, internal controls and
procedures as well as maintaining back-up procedures for key activities, undertaking contingency
planning, regular organisational review and through enforcement of the Bank’s Guidelines for Business
Conduct. These are supported by an independent review by Internal Audit,

Credit Risk

Credit risk is the risk of loss resulting from the failure of a borrower or counterparty to honour its
financial or contractual obligation. Credit risk arises both in the Group and the Bank’s direct lending
operations and in its funding, investment and trading activities, where counterparties have repayment or
other obligations to the Group and the Bank.

Policies for managing credit risk are determined by the Group Risk Management. Specific procedures
for managing credit risk are determined at the business levels with specific policies and procedures
being adopted to different risk environment and business goals including an internal grading system.
Credit analysis includes review of facility details, financial and risk analysis.

Market Risk

Market risk refers to the risk of loss resulting from changes in interest rates, foreign exchange rates,
market prices and volatilities that arise from the Group and the Bank’s funding, investment and trading
activities.

Market risk arising from trading activities is controlled by marking-to-market the trading positions
against their predetermined market risk limits.

11} Foreign Currency Exchange Risk

Foreign currency exchange risk refers to adverse exchange rate movements on foreign currency
positions taken from time to time. Open positions in foreign currency transactions are monitored
against predetermined position limits and cut-loss limits.
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32,

Financial Instruments (contd.)
Market Risk (contd.)

(ii) Interest Rate Risk

Interest rate risk refers to the volatility in net interest income as a result of changes in the levels of
interest rate and shifis in the composition of the assets and liabilities. Interest rate exposures in
individual currencies are controlled by gap limits. The potential reduction in net interest income
from an unfavourable interest rate movement of +/- 50 basis points is prepared and reviewed every
Tortnightly,

The effect of interest rate changes on the market value of investments are monitored closely and
mark-to-market valuations are regularly reported to management.

Liquidity Risk

Liquidity refers to the ability to meet financial obligations and to fund the growth of assets. Liquidity
risk is the risk of not being able to obtain funds at a reasonable price within a reasonable time periad to
meet obligations as and when they fall due.

Liquidity risk is monitored through the Bank Negara Malaysia’s New Liquidity Framework and
managed by the Asset and Liability Committee (ALCO).

In addition, & comprehensive Contingency Liquidity Funding Plan is also established to ensure that
alternative funding strategjes are in place and can be implemented on a timely manner to minimise
liquidity risk that may arise due to unforeseen adverse changes in the market place.
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32. Financial Enstraments (contd.)
Fair values
Recognised financial instraments

In respect of cash and short-term funds, deposits and placements with financial institutions, statutory
deposits with Bank Negara Malaysia, other assets, bills and acceptances payable, amount owing to
holding and related companies and other liabilities, the carrying amounts approximate fair values due to
the refatively short term nature of these financial instruments.

The fair values are estimated based on quoted or observable market prices as at the balance shest date.
Where such quoted or observable market prices are not available, the fair values are estimated using
pricing models or discounted cash flow techniques. Where discounted cash flow technique is used, the
expected future cash flows are discounted using prevailing market rates for similar instruments as at
balance shesat date.

The estimated fair values of the other financial assets and financial liabilities carried on the balance
sheet as at 31 October 2010 are shown below:

2010 2010 2009 2009
Carrying Fair Carrying Fair
Valae Valune Value Value
Group and Bank RM'000 RM'000 RM'000 RM'000
Financial assets
Securities available-for-sale 262,358 262,358 361,173 361,173
Leans and advances . 2,917,557 2,902,975 2,950,143 2,945,136
Financial liabilities
Deposits from customers 1,181,109 1,181,109 1,194,518 1,194,494
Deposits and placements of
banks and other financial
institutions 766,181 764,130 879,568 576,556

The fair value of the financial instruments listed above has been determined by discounting the relevant
cash flows using current interest rates for similar instruments at the balance sheet date.
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33, Derivative financial instruments
Group and Bank
Assets Liabilities
RM")00 RM'000

At 31 October 2010

Derivatives held-for-trading _
Foreign exchange derivatives 2348 BABEK
Interest rate swaps - 5,9¢1
Total recognised derivative assets/liabilities 2,361 51,84¢
At 31 October 2009

Dertvatives held-for-trading

Foreign exchange derivatives 16,652 43,464
Interest rate swaps - 7.360

Total recognised derivative assets/liabilities 16,652 50,224




THE BANK OF NOVA SCOTIA BERHAD
(Company No. 308035 U)

{(Incorporated in Malaysia)

AND ITS SUBSIDIARIES

STATEMENT BY DIRECTORS PURSUANT TO
SECTION 169 (15) OF THE COMPANIES ACT, 1965

In the opinion of the Directors, the financial statements set out on pages 13 to 67 are drawn up in
accordance with Financial Reporting Standards as modified by Bank Negara Malaysia Guidelines
and the Companies Act, 1965 in Malaysia so as to give a true and fair view of the financial
position of the Group and of the Bank as at 31 October 2010 and of their financial performance
and cash flows for the financial year then ended.

Signed on behalf of the Board of Directors in accordance with 2 resolution of the Directors:

R L o T T T T T o T T St

GULAM RASDOL KHAN BIN T.M. ABDUL HAMEED

DATO' KOK WEE KIAT

Kuala Luompur
Date: 15 December 2010
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THE BANK OF NOVA SCOTIA BERHAD

{Company No. 308035 U)
{(Incorporated in Malaysia)
AND ITS SUBSIDIARIES

STATUTORY DECLARATION PURSUANT TO
SECTION 169 (16) OF THE COMPANIES ACT, 1965

I, Gulam Rasool Khan bin T.M. Abdul Hameed, the Director primarily responsible for the
financial management of The Bank of Nova Scotia Berhad, do solemnly and sincerely declare that
the financial statements set out on pages 13 to 67 are, to the best of my knowledge and belief,
cotrect 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.

Subscribed and solemnly declared by the abovenamed in Kuala Lumpur in the Federal Territory on
15 December 2010.

GULAM RASOOL KHAN BIN T.M. ABDUL HAMEED

Before me:

Commissioner for Oaths
Kuala Lumpur



Independent Auditors’ Repeort to the Member Of
The Bank of Nova Scotis Berhed

{Company No. 303035 Uy
(Incorporated in Malaysia)

Report on the Financial Staternents

We have audited the financial statements of The Bank of Nova Scotia Berhad, which comprise the
balance sheets as at 31 October 2010 of the Group and of the Bank, and the income statements,
statements of changes in equity and cash flow statements of the Group and of the Bank for the year
then ended, and a summary of significant accounting policies and other explanatory notes, as set
out on pages 13 to 67.

Directors’ Responsibility for the Financial Statements

The Directors of the Bank are responsible for the preparation and fair presentation of these
financial statements in accordance with Financial Reporting Standards as modified by Bank
Negara Malaysia Guidelines and the Companies Act, 1965 in Malaysia. This responsibility
includes: designing, implementing and maintaining internel control relevant to the preparation and
feir presentation of financial statements that are frec from material misstatement, whether due to
fraud or error; selecting and applying appropriate acconnting policies; and making accounting
estimates that are reasonable in the circumstances.

Auiditors * Respomsibility

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 anditing 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 Jjudgment,
including the asscssment 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
Bank’s preparation and fair presentation of the financial statements 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 Bank’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the rcasonableness of accounting estimates made
by the Ditectors, 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.

G
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Opinion

In our opinion, the financial statements have been properly drawn up in accordance with Financial
Reporting Standards ag modified by Bank Negara Malaysia Guidelines and the Companies Act,
1965 in Malaysia so as to give a true and fair view of the financial position of the Group and of the
Bank as of 31 October 2010 and of their financial performance and cash flows for the year then
ended.

Report on Other Legal and Regulatory Requirements

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

a} In our opinion, the accounting and other records and the registers required by the Act to be
kept by the Bank and its subsidiaries have been properly kept in accordance with the

provisions of the Act.

b} We are satisfied that the accounts of the subsidiaries that have been consolidated with the
Bank’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 reccived satisfactory
information and explanations required by us for those purposes.

¢} Our audit reports on the accounts of the subsidiaries did not contain any qualification or any
adverse comment made ynder Section 174¢3) of the Act.

Other Matiers

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

KPMG Ow Peng Li

Firm Number: AF 0758 Partner

Chartered Accountants Approval Number: 2666/09/11 (J)
Petaling Jaya, Malaysia

Date: 15 December 2010
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