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THE SYMBOL OF DEVELOPMENT AND PROGRESS

The logo 15 derived from the Corporation’s acronym, PPS. The curmency symbol aof 5,
which forms the base of the logo. represemts the 'Iifeblood” upon which the Corporation’s

activities revolve

[ e twan stylised alphabets of °F (onc P |'n.'|!'-',_' reviersed ) which sits on the symbal 5, adds a hombike

¢ifect to the lopgo. Horns that signifly the sprouting and bhranching

out of :Ilq.,'

Corporation's activies; a far reaching wvision ensuring the Corporation's continuous growth

and witality

In essence, the Corporation's logo embodies a commitment bised on wisdom and foresight coupled
with financial strength. A philopsophy that has been able to ensure the turmotl of vesteryears, to leapfrog the

obstacles of today and 1o battle the challenges of the fulure
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OBJECTIVES

To help and contribute towards the socio-
economic development of the State. In its
capacity as a financing agency., Sabah
Credit Corporation complements the State
Government's efforts by providing or
facilitating the grant of financial credits to
promote and encourage private investments
involving agriculture, light industry,
development of rural and urban housing,
shophouses and paricularly public utilities
and amenities.

VISION

To become a leading
Corparate Citizen in
Malaysia and to contribute
to the State Social Agenda
with the intention

"To Make a Difference”

\

« Enactment No. 22 of 1981 -

¢

P

YEAR CELEBRATION

MISSION

Sabah Credit Corporation gives assurance and strives to balance its roles in social and financial responsibilities
as stated in its objective of incorporation by emphasising the following strategies:-

1.
2.

3.

Impraving Asset CQuality through controlling Mon-Perfoming Loans and managing investment risks,
Implanting Leadership and Accountability within the organisation by rejuvenating human capital via
development programmes.

Contributing to Environmental Imprevement via providing financial credits to organic farmers in order
to promote organic farming practices.

Providing Easy Loans to Small Businesses by introducing community loans to curb out the rising
phenomena of unlicensed money lenders.

Helping the Less Fortunate through allocating annual funds for community projects.
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INTRODUCTION

Sabah Credit Corporation ("SCC™ or "The Corporation”) was incorporated on 13 June
1955 under the Credit Carporation Ordinance Mo, 1 of 1955, The Ordinance was later

repealed and replaced by the Credit Corporation Enactment Mo. 22 of 1981, which re-
enacts the law relating to the establishment of Sabah Credit Corporation,

SCC was established as a statutory body under the purview of the Ministry of Finance,
Hendguartered in Kota Kinabal, SCC operates throughout the State of Sabah with

local area networking of ten { 10) District Client Centres and five (5) Collection Centres
listed below.

D¥striet Client Centres

+  Papas + Sandakan = Tenom + Kuda + Lahad Datu
+  Ranau « Tawau * Beaufon + Kote Belud + Keningau
Collection Centres

= Kots Manebu = Kuala Penyu = Sipitang * Beluran = Telupd
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IN PURSUIT OF QUALITY SERVICES

To survive in & service-based industry, il is esseatizl 1o provide quality services 1o ensure
customer satisfaction in terms of speedy processing, attractive interest rates, innovative
financial products and service.

The following strategies were implemented throughout the Corporation to enhance
continual improvement in work processes to ful fill customer satisfaction,

»  Operating during lunch hours

This enables SCC 1o serve busy customers who may only have the epportuniry of lunch
breaks to conduct their personal business. Operating through lunch time also reduces
lag time of stopping and restarting the office for the break penod.

*  Front Counter manned by ‘A" Officers

Having high level officers manning the front counter on a rotational basis enhanced
managerial emplovees to see problems firsthand. This practice has piven rise to a
number of excellent suggestions either divect from customers or the manning

officers themselves.

= Ome-stop Client Centre

A Client Centre was set up at SCC's headguarters with the intention of providing better
customer assurance o the service provided. It is an extension of the Corporation's
counter service in amore focused form, Furthermaore, in year 2006, 5CC acquired a new
building in Alam Mesra fo set up & new Client Centre to exiend our services to suburb
ArEas.

» Simplicity in Loan Application Forms

Loan Application Forms which were loaded with excessive data requirements that were
often confusing and unnecesary has been redesigned to be as customer friendly as
possible, It &lso serves &5 a multi-purpose form which cater for evaluation, approval and
data input purposes. S3CC, being a leaming orgamisation, will contite to review and
revamp its procedures to improve its services [or continual growth as illustrated in
its Strategic Planning Model.
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EMNHANCEMENT IN INFORMATION TECHMNOLOGY

Ewer since SCC has been using Financial Information Management Sysiem, there has
been continuous improvement and eshanpcement in developing an integrated
information system program in order to have efficient, accurate, simplified procedures,
timely report generation and cost savings. Thus SCC has developed such projects: -

General Ledger System

Customer Information File System
Laan System

In-House Payroll System
In-House Filling System

Mail Monitoring System

Staff Performance Indicator
Metwork Syslem,

With the advancement of ICT and to protect the interest of our stakeholders, 5CC has
initiated and is continuously innovating a back up plan to safeguard the data and
information, There are 3 levels of beckup;

*  lst Level : Duplicate hard disk on server (mirror hard disk)
»  2nd Level: Setting up Hot Site Disaster Recovery
»  3rd Level : Offsite Data Backup Cartridges Grandfather-father-son

The commitment to ICT literacy of vur in-house developed software extends not only to
the staffof SCC etall levels but also to other organisations.

SOC is now geared towerds web based information system. This would be beneficial to
the customers, stakeholders and SCC as it will be able to generate real time and accurate
client information, To achieve this, SCC is currently progressively upgrading the
existing financial systems by integrating the front and back office system whereby the
Accounts, Loans, Hire Purchase and Administrative system are being improvised and
integrated to complete web based front-end users,
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"HUMAN CAPITAL - The Soul of the Oreanisation”

SO0 views hiaman |:.||1|I.'||. as the soul ||1'I|||."4||g:111iml ot anel fio doubt, human factor 18 considened
the primary contribution o the success of SCC todey, Henee, i = important that positive sftatuds
and right behaviour are cultivided throughout the organisation, The work(oree philosophy that has
been camried out by SO0 [or decades s simplified in the acronym of "PRIDE" in the following
manner:-

PARSION

*  Passion i one of the elements of success [or SCC. It is passion thst drives the feeling of
oncness and lovalty of the cmployees wwards SO0 and enlivens an organisation. An
organisation that is run withowt passion will lack dive and enthusizsm

RESOURCEFL

+  Creafe opportunities of getting maore paricipation i the decision making process from stafl,
s Prowmote effective cominudication 1||r|1u“|1 |-'IL'|.|I.L'L'I'I|: formmnl and inlormal  daleractions,

*  Take advamtage of advances of hardware and softwere of miormation technology 1o
simplify communications and processes,

= Lhilese the faciliies available o the organisanon and eieourage the talenis amongst
its human resource by encournging esch other to selfamprove

INSPIRATIONAL

«  Manage by wandering around. By secing and belng seen, will reflect concerm and
pecessibility, Moke W oa poinl of knowing abeutl the staffs job ond needs. Bemng '
part of them helps build greater trust and coopertion.

L

#  LUse education 1o inspire stafl cresfivity and to improve their work eulture. Develop
their emaetional skills wm order for them o be better i |:||.'.'||.i11]:1 wilh '|'!'.'I.I|'I|.I." This
could be parily achieved by:-

Py 154 i i g apnid 1eed T -
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«  Compete for "0} awwrds, nol only for the purpose of settmg tarpets, bul b0 provide
an evenue for evaluation and benchmarking by exiermnal experise

DIGNITY

| Ll Wi ibiicai Yo W tils TR

«  Some managers on reaching the top posttions fall into the trap of excessive protocol and
complacency, They are not preactive m pdiding value o their jobs ond do not bother (o
ke an impact or leave 8 mark as well as adopting the attitude of abdicating their roles and
responsibilities, and thus, marring the dignity of their post.

« Provade tools and L‘h[li'l-mll:lnh'iuu tor stafl to carry out their work wath gligni[r Cioed h‘l‘lL'irlH
environment, suttable work attres and proper welfre wre all part of the respect pecorded o
stall needs.

*  Be available, accessible and approachable. Reduce red tapes and promote dignity in the
samplicity of procedures and prodocol,

*  Management should not be seen as a chore, As one progrosses up the conporate ladder, it
will beeome more demanding and stressful, Aceept this fact, acknowledae the challenge
amd enpoy il

*  We learn to perfomm the best m moments of enjoyment and it has been said that once you
enjoy what you are doing, it is wo longer worke

= Managers are in the position o motreate, mspare and be a menior G the workforee of the

organisation. To develop people by enhoneing o positive aftiusde fowards life pnd to bald
up their conflidence and self-caicem. must be valued as fulfiline 1o one's self.




HARMONIOUS WORKING ENVIROMNMENT

SCC emphasises grently on the balance between work and extra curmiculum activibies,
Management believes that blending a portion of fin to dnly work through informal sctivities
promotes an enjoyable and harmopious work environment, The following are some of the
activities held during the year:-

= Daily Choir Singing & Exevcize
¢ Foder searons festival decoraiions

= PRIDE Camp

STAFFWELFARE

SCC also cures for the staffs henlth welfire, Health talks are reguledy orgrnised with numerous
medical mstitutions or doctors to increase the employess’ awareness on vanows health ssues and
health mamtenanee. Furthermore, emplovees at all levels also undergoes a full medical check-up
aimed at ensuring employees mamntain a healthy hfestyle and focilitating early detection of any
szrions illnesses.

Surgical and Hospitalisation as well as Personal Accident insurance cover are also parchased and
rencwed annually for cmployees.

STAFFRECOGNITION

SCC recognizes and honours the contributions of stall through ils monthly General Manager
Appreciateon Awsrds and Long Service Awards,

Mol of 41 General Manager Appreciation Awards and 45 Long Service Awiards were granted in
yeur 20,

CREATING OPPORTUNITIES TO THE LESSE FORTUNATE & PRACTICAL
STUDENTS

Adbering to one of our corporate valoes of being PRIHATING, SCC has crested work
opporiunitics to the less fortunate by employing six (6) hearing-impaired individuals 25 dats entry
clerks. This alsn creates an opportunity to the other emplovess to acguire sign language skills as
well a5 a sense of care for their 'special fellow beings.

In addition to that, SCC believes thal it s in @ positien to provide a jump-start for voung gradusies
embarking info the working world by shanng experences and inculeating good work culture in
their young minds. In year 2006, we have sccepted a total of 185 students for work-attachment
periods of one 1o six months.



PERSONNEL DEVELOPMENT PROGRAMMES FOR YEAR 2006

A ttal of 27 local and oversess edueational loursseminsrsbenchmarking visils end in-house
trainings were wmanged by our Corporate & Truning Section in the year 2006 to create
opporiunitics for our Managers, Officers and staff, moluding Members of the Corporation fo
peguire the right Attitude, Skilland Knowledge for better working efficiency.

Junuary

16-200 @ Course on Islamic Banking organised by Centre for Rescarch & Training
16-18  : Course on IT Audit and Control organised by [nstitute of Internal Auditors
12-24 : Management Brainstorming in Hotel Peskasa, Kundasang

February

8 » Lahad Dary, Sandakan, Taway Client Centres Bramstorming in Sahabat Beach Resort,
Felda Lahad Tham,

I8 : Corporate & Training and Information Technology Sectional Brainstorming at Pulaw
Mamutik, Kota Kinabaly

25-26 Adminstration and Personnel Sectional Brnstorming at Mo Amen Homestay,
Karwang

25 : Pagar ond Bemufort District Client Centres Bramstorming at Bomeo Golf Club,
Hongowan

25 : Kenmgan, Tenom and Fanao Dismict Client Centres Brumstorming et Fanoo

March

4-7 : Group Study tour to JPAM Putgjaya, MARD] and Royal Selangor, Kuala Lompur

i : Finance & Customers-Information-Centre Sectional Brainstorming in Bormeo Paradise,
Kinarut

11-12 : Legal and Eaforcement Sectional Brainstorming in Beta Apartment, WP Labuan

=12 Project and Housing Sections, and Kudat Client Centre Brainstorming in Kuala Abas,
Kotz Belud

3 ¢ Health Talk on detoxication by D Kiew Chik Seng

1 : Cross Sectional Brainstorming
311 Members' Study Tour fo Southern Europe
17 ¢ I-Finance Talk organizsed by IFCA

I-3 ¢ Participated in Seminar on " APEC Financial Institution Dealing with SME: Sustaining
SMES Development through Banking Knowledge Sharing”, Bangkok Thailand.

-7 . Participated in Begional Business Forum on E-Finance, Bangkok Thailand, erganised
by International Trade Center LINTADYWTO and Softeare Industrial Agency Thailand,

20-22 ; Participated in |5t working Conference on Eavironmental Govemance Standands For
Financial Institwiions in ASLA, ADFIAP Haooi, Vietnam,

June
30 Jume - 2 July : Anmual PRIDE Camp

July

T-# ¢ "The Arts of Master Ceremony™ talk attended by Pn. Vicky, En. Roslan and Pn. Fatimah

T-8 ¢ "Mind Mastery - Peak Performance & Successful Skill” talk attended by Po. Doreen
and En. Joscph

29 : Received "Anugerah Sumbang Ikhlas" presenied by TYT Dipertua Megeri Sabah,

September
36 : 2ndl Educational Toar to Plantess” Bank in Manila, Phillipines

Uhedinher
25 : Worskshop on Key Performance Indicator Trainmg altended by Pn Janeta st Wisma
Inmoprise, Teluk Likns

MNovember
27-28 ; GM, DOM{F&A) and En. Charles attended Asia CEQ Fomum, ADFIAP in Kuala
Lumpur,

December
12-17 : GM, Po. Doreen and Pr. Fatimah attended a SME seminar organised by SME Bank and
ADFIAP in Bangkok, Thailand.
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SOCIAL COMMUNITY PROJECTS 2006

O of the Corporation's objectives is to conirtbule o the improvement of the socio-economic
status of the State, Henczforth, SCC has introduced various lending facilites such as
Bumrputera Loan Scheme, Community Losn Scheme amd Organic Farming Loan Scheme 1o
yeur 2004, However, the bevel of passion that SCC has for the community it serves motivates
SCC to contribute even more to the community,

Sinee 2005, the Board of Members had allocated, with the approval of Ministry of Finance, to
utilise 5% of the Corporation's net surplus each year for socio-cconomic
donations'development. Among the projects completed i year 2006 are as folloras-

Date complered: 4 January 20046,

Built extension room to facilitate delivery including installation of electric cables.
The Clinic Desa serves four villages with a total population of 3500,

Rindergarien (or kg, Lur Jung M ifuls, Heluwra

Dhate compleied: 23 April 2006,

Built school kindergarten to provide educational facility for Kg. Tanjung Lipis
residonts and give &n opportunity to rural children to enjoy pre-school programs.

ddditvonal Hostels for 5.k Kunla Abal, Rola Beluad
Diate completed: 17 July 2006

Built additional hostel to accommaodate students i 5K Kopala Aba from four
different villages, which are far from the school,

Single Mother Sunctuwary, Phoenix Centre KLK and Handing Over viehicle to

Date Completed and handing over: 15 September 2006,

Built additional buildings as & centre for single mothers’ activities in the West
Coast. The number of single mothers had increased (o 2000 as al 2003 in the
region. Handing over of a reconditioned vehicle to Sabah Women Organisation
Association (SAWO) for their activities,



LOAN PRODUCTS

Currently, 5CC is offering the following credit facilities, which is categarised under 4 major types:-

1.

PERSONAL CREDITLOANS

Personal Credit Loans, also known os Executive Loans, were introduced in 2001 with an objective to provide financial
assistance lo employees serving in the State Government and Federal Government depariments, State Local Avthorities,
State and Federal Suutory Bodies, all government aflilisted establishments and reputable compantes to meel their

finuncial requirements,

This type of financimg has a repayment period of 12 manths to 1 20 moenths subject to the classifications of employvees and the
lan amount approved.

RESIDENTIAL PROPERTY LOANS

This type of firancing is to be used to finance the acquisition of completed residentizl propertics or residential propertics
under construction from either developers or private individuals or fo be used to finance the construction of a house on an
applicant’s land. Residential Property Loans offered by SCC can be farther sub-divided 1o the following facilities to cater to
the different levels of society:=

This form of finencing was introduced fo cater stnictly for civil service employess serving in the State Deparimends Stafe
Local Authorities, State Sistutory bodies, The main attraction for this type of finaneing s that civil service employess are
able to enjoy State Government subsidies on housing loans taken by them. Furthermore, Members of the Admimistration and
State Legislative Assembly are also entitled to such subsidies from the State Government.

These Residential Property Loans are typically secared by the property that is being purchased or refinanced with
financing of up to L00% of the cost of the house or the applicant's entitlement, whichever is lower.

This form of fnancing has a repayment tesm of up to 25 years or up o the applicant's age of 60 years old (for State
Deparments, State Local Authorities, State Stannory bodies) or up 1o 65 years old (for Members of the Administration wnd
Site Legislative Assembly), whichever is earlier,

Thes loan scheme s open to qualified mdividuals who must be Malaysian eitzens with permanent residential statu m Sabah,

These Private Housing Loans are typically sscured by the property that 15 being purchased or refinanced and the percentages
of lpan financing according to S3CC"s lending policy arcas follows:-

(2) SCC will finance the full construction cost (100% finamcing) of a hoose that will be comstructed on an
applicant's own land;

(B SCC will provide up 1o 9% financing on the purchase of land cum constriction of a house. In addition, SCC
will allow customers o make an inital deawdown fom the loan granted a sum of wp to 30% of the
approved emouni for the purchise of Tund; and

(€ SCC will provide up to 90% end-financing on completed residential property purchased either from a
developer or o private individual based on the purchase value specified in the sale snd purchese agreement or
the market value of the property, whichever is lower,
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Thiz loan scheme is also available for the purpess of financing purchases from mmediate parents. However, where
purchases are being made from spouses, the grant of financimg will only be considered for the parpose of redeeming the
saidd house from an existing financier.

The maximum repayment period under a Private Housing Loan shall be up to the applicant’s age of 60 vears old orup to
thi follorering number of years, whichever is earlice:

(&) Permanent Houses . Uptn 25 vears
(b) Semi-Permanent Houses ; Upto 20 years
(& Timber Houses ! Upto 15 years

The main purposs of Low Cost Housing Loans is to assist low-income individuals to own low-cost housing st lower
inberest rates,

Based on 30C's lending policy, the maximum amount of logn that can be considered is RA3 3,000 or as determined by
the State Government from time to time according o the cost perunit of the bouse.

This type of financing has a repayment termm of ap o 25 years o7 wp to the applicant's age of 60 years old, whichever is
earlier,

Thas form of finsncmg was approved by Members of SCC om 17 My 2001 to cater for civil service employees serving
in the State Government's and Federal Government's departments, State Local Authorities, State and Feder] Statutory
Bodies who have an existing housing loan with SCC (after 5 vears from the date of approval) to be used for any
purpases in relation to the bouse mostgaged. Nonetheless, an existing Private Housing Loan customer who has a
satisfactory repayment record and whose house has an attractive property value may also be considerad for such House
Befinancimg Loan subject to the consent of the General Manager.

The total foan amount approved together with the balance of the existing loan should not be morse than 90% of the
praperty value of the howse mongaged o SO0, The total amount of the loan granted is based on the property valee of
the said house, This includes the cost of land, cost of house and cost of renovations (if any), 1T the amount applied s
e than the existing value of the property, 2 valuation reparton the property from a professional valeer is required.

Chstomers have the opltion o select a repayment period of up o 23 vears or up 1o the retirement age of 56 vears old orup
to 60 yenrs old, whichever is the earlier.

3. HIRE PURCHASE LOANS

The Hire Purchase Loans financing scheme was imtroduced to the market in 193] and aims to provide fnancial assistance to
civil servants serving in the State of Sahah, comprising employees from the State Govemment and Federal Government
depariments, State Local Authoritics and State and Federal Statutory Bodies, to purchase the following assets:-

Furniture;

Personal computers;

Electricnl goods (as hsted i First Schedule of HP. Act 1967);
Motorcycles; and

Bothnew or used car (for private nse)

For fiems such as fuminre, electrical goods and personal compaters BCC's lending policy allows financing of up to T0% of
thi selling price of the items purchased or the maximum amount of
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RMS0,000 ( Tor furniiure & electrical goods) and RMS,000 {for personal compaters), whichever i lower and the applications
for such finencing must be mmanged through SOC's appointed dealers,

For the purchases of cars, 5CC cin consider financing of up to 70%4 of the selling price of the said vehicle and is subject to the
imcome of the applicant and valustion of the vehicle,

This type of financing is offered primarily on o flat rate basis with a repayment peniod up to 120 months or up to the applicant's
ape of 56 years old, whichever is carlicr.

4. PROJECT LOANS

The purpose of Bridging Finance is to fnance the construction of housing estate and shophouses, whereby S3CC will
consider the granting of Bridging Fnance for an amount of up to 70% of the development costs, The Bridging Finance
has o repaymient period of up to 36 months,

Shophouse Loans

Shophouse Loans are wsed to finance the purchase of shoplots either for commercial or industrial purposes. For brand
new buildings, SCC will consider the granting of such Shophouse Loans in the loan amoont of up to 30% of the market
vilue of the progerty or the maxinum amount of RM 1,000,000, whichever ia the lower whilst the amount of loan for
used buildings that 3CC will consider granting is for an amaeunt of up o 60% of its market value or up to T0% of its
agreed purchase price, whichever is the lower.

The Shophowse Loans bave a repayment period ol up o 25 vears or up to the applicant's age 060 years old, whichever
is the earlier,

verienbiure nnd Anim | Husba

Agriculture Loans are used to finance projects in relation to cocon, coffes and oil palm plantations, whilst Ammal
Hushandry Loans aim to fund cows and chicken husbandry, fresh water fish rearing, and so forth.

SCC may consider granting such leans for an amount of up to 60% of the market value of the property or the
maximum amount of B 250000 whichever is the lower. Nevertheless, duc o the lengthy gestation period in
agriculiure, SCC imposes & limitation on the loan size based on the plantation land area to be financed. For example,
Cocoa Plantation Loans ase subject to a maximum of RM3,500 per acre whilst, 0il Palm Plantation Loans sre subject
to & masirmurm of R 1 500 per acre,

The Agriculture wnd Animal Hushandry Loans have arepayment penod of up to 60 months,

BusinessLight Industrics Loans are used to finance businesses such s car workshops, wood manufacturing, printing
industry amd rural shophouses,

SCC may consider granting such loans for an amount of up to 60% of the market value of the property orup to 75% of
the foreed sale value of the property or the masimum amount ol RM250,000, whichever is the lowest.

HCC Business Light Industries Loans have a repayment period of up to 60 months,




The Special Loan Scheme 15 designed o finance small and medim seale on-going busimess ventures owned by
bumiputras of Sabah ongin with loan amount of up to BM 10,000,

‘The loans under the Special Loan Scheme have a repayment perod of up 1o 80 months,

Professional Loana financing is dedicated specifically to professionals seeking to finance the operations and
renovations costs of clinics, legal finms, surveyor firms and certified public accountant finms for wp to RMS0, (00,

SCC may consider extending Professional loan for an amoent of up to 60% of the markel valee of the property of up to
75% of the forced sale value of the property or the misimum amount of EMS0000, whichever is the lowest,

The Professional Loans have a repayment peniod of up fo 36 months,

The Morigage Financing Scheme was miroduced to the public in December 2004, This financing scheme offers
financial assistance through the provision of personal cash advances (with a mortgapge over landed propertics taken as
security) and provizsion of fnancial eredits o individuals who intend to purchase land.

The loans under the Morigage Financing Scheme must be secured by landed properties purchased or to e purchased.
SCC's policy 15 to lend up to BO% of the loroed sale valee of the property or the maximum amount of BM 100,000,
whichever is the lower, This form of financing has a repayment tesm of 60 months (5 years) for o loan amount of
M3, 000 o RM20,000, and 84 months {7 yvears) for a boan amount of more than RM20,000 up to 3 maxnmem amount of
RM 100,000, or up to the apphcant's age of 60 vears old, whichever 15 the lower,

The Community Loan Scheme was introduced to the community in Donggongon in December 2004, This type of
financing is to provide easy access of financial credits for petty traders with an aim to curb the rising phenomena of
obtaining financial credits fromunlicensed money lenders,

This form of financial credit fcility bas a repayment term of 12 1o 36 moaths and cosiomers are given an option lo repay
on & weekly or monthly basis. In addition, 2 rebate of 1% on interest received is given as &n incentive for ensuring a
timely repayment track record,

= I =

The Organic Farming Loan Scheme was launched on 29 April 2005 to the village communities in Bundu Tuhan, Rana
8z & trial market. In 2006, 3CC extended the facilities to organic farmers m Kampung Kiaw, Kota Belud. This loan
scheme has been introduced with the aim of providing financial sssistance o organic farmers to encourage
environmental farming among farmers and swarcness of genuine organic products among consumess,

This type of loan scheme requires landed properties as security. However, the option of & personal guarantes may be
comsidered fior & loan amount ool exceading RAMI0000. The loan wsder the Ovganic Farming Loan Scheme must be
riepiid Within &0 months on & monthly basis,
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Chief Minister Visit to 3CC to witness Loan Repayment and Dividend Payout to the State Government.
Yavasan Sabah Group visit to SCC
Eent College, Tuaran visit to SCC

Grroup Study tour to JPAM Putrajays, MARDI and Royal Selangor, Kuala Lumpur
Courtesy visit by Perbadanan Baiturnal Negen Sabah

Launching of Clinic Desy, Kg Kisu Kota Beiud,
Launching of Kindergarten Litak, Kg Tanjung Nipis, Paitan, Behiran by the GM

GM to S Lanka to attend ADFIAP Award Recopnition Night
SCC hosted Corporate Governance talk for State Statuiory Bodies

Soft launching of Mew District Client Centre office Tawan by 5CC Chairman.
Oner GM, En, Vincent Pung's re-election as ADFIM Vice Chairman in the 6th ADFIM Council Meeting in
Langkawi.

Launching of Hostel 5K Koola Abai Kota Belud by the Chief Minister of Sabah.
Seminar Workshop on Corporste Governance & Risk Management Complinnee co-organised by SCC and
ADFIAP at Kimanis Ballroom, Hyart Hotel Kot Kimabalu.

Launching of Single Mother Sanctuary for West Coast by SCC Chairman.
Blood Donation drive

JPA Malaysia wisit to SCC,
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Information On Members Of The Corporation
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Information On Senior Management Team
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Stnte Qovernment and the interest of the

Good Corporute Governance ensures that there i & proper orgenisstionel sysiem in place, which provides sdequate
mtermal comtrols with check and balmer of authority mechimisms. Over the years, SCC has evolved processes and
systemia that enhancs good corparte governance throwh the conduct of regular review Tor Comimual Improvements.

umumnmmmwmmﬂmmwmmmﬁ
atakehod ders.

—> [ BOARD COMMITTEES]

The Membeni hes appoinied & sumber of commiitees
consisting of certnin Members, as well as eprescotaiies
from the Menagesmont 85 Sccretary to the Committes o
assst Mambers in strermiining and governing the affaims
of the Corporstion. The following are the principal
commitises :

Auidit Exmminotion Commitiee (AEC)

The AEC is socounisble oo the hembers and assists the
Members in meeting s respomsibilities for mamtiining
an effective intemal control system.

This Committee neviews the compliance of

poficied, lows snd regulations which coold have o
Whmﬂmﬂquﬁm:nfﬂ:m
Beides, analysis snd monitoring on the sdeguacy of
mntermal controls, the emphnsis on imemal check and
financial comtrols Halso exencised.

Recently, its role has also been expanded o cover a
review of the Corporation’s Risk Manapgement Systom.
ABC mects regularly with the Members to present
tndependent reporis of the AEC, and the Eaternal and
Indermnl Auditors, 1o updste md nform them oo any
muterial findings. together with recommended actions
inkem or o be iaden.

The Auwdit Examination Commutice meets o8 and when
reqiered, ind o ledat 4 limes & veas, by yeas 2006, aiotal of
S mestings wers helil

(]

o Loas Applieation A ppralsnl Commiites

The Loan Applicatlon Commiittes wos catablished
with a purpose. to thooaighly the fensibility of
project loan spplications, where the approved amoant s
hove BN 100,000, pricr to seeking for Members' spproval.

Iin fumciion also inc anid close monitoring on
il development progress of all project loans, which wa
approrved by the Membemn to cnsure continaous. visbility and

fiabali

The Loan Appraizal Commilles mests 2y snd
when requined, and i lenst once o year: In yenr 2006, v total of
17 musetings wire held,




- = Praperty Invosiment Commitioe ‘

The Property [nvestment Comamibies
perves B8 o manage SO lusded
properties s well 48 1o evalunis pey othes
polenitisl property | Land investmenty in
e of feasibiliy  and mestmising
redsiime o the benehil uI'S-ECMm iy
sesking Meinber's approval, Any

Tambed properties fall under the purview
of this Commiites,

The Propery. Investment Commifiee
mects nn and whin reguired, and of heant
ance o yenr, In year 2006, & fotal of 3
mestings were held,

B Hasl Delits W rde-UHT Chmmities

The Bad Debin Werte- O Commifies is
el up o vel, eviluale and spprove
recommendations of pon-performing
lomns to be written off by (he
Mamapemenl praoe fo. submiision and
endoresment by members af the Boand, It
in alan’ under. the jurindiction of the
Commities: b ensuse that proper criteria
el prisceduncs of bud=debkts write off e
complicd in sccordance with fhe

Eaideimes approved by the Smie Cabinet,
The Committze alaa has the daty 1o assist

Legal & Enforcement section in
:gmﬂugﬁwpwnm for eifective
efficient enforcement

The Bad Debts Wirike-Dif Commitiies
meets &t lensl once m 3 or 4 moniks. In
year 2006, u total of § mestings were
hedd.

® Emall Losn Scheme (5157 & Lomn
Revien Commilice

This Commitiee: is estabilshed with an
intention o msmist Management in
carrymy oui themr responsibilnes of
munaging and monitoring Non
Lamns (MPLs)

relsting 1 l.uiu:llihm nd dhpmn.l al

ure beld ro o review
ecepl low post hodsing | oans
asumed from "LPPB", which mre four
pwmitls pod above m arrean logether
with  effeciive  recommendations on
actions §o be mken i mitigsting MPL
sk, It & alko the coocem of the
Cornmittes o enaure tht the Corportion
i managed in complisnce o the
Ensctment, - Governmet ives,
procedures mad policies-of the
Corpartiis.

Independent reports campiled ukder the
SLS ned Loan Review Commitiee sre
brought to the atention of the Members
off the Compormition on i freguent basss fior
discussion purpascs

The Small Louwn Scheme & Loan Review
Commuties mesis = and when ired,
and &t least once & yveor, 1n year

ootnd of | 2 meetings were hald

Specinl Teak Foree Commiites

The Special Taak Foroe: Comimittee
eatahlighed with the misne m Lhe
Small Loan Scheme & Review
Commities. However, the lovel al
autharty of this Cormmites is [imited 10
only non-perioeming low cost housing
aocounis, which was formerly held by
Lembags Pembangonan Penmmakon dan
Bandar. ("LEFB")

The Special Task Force Commuttes meets
as and when required, and st lesst onoe
year, In yesr 2006, & toisl of T mestngs
wm:h:h].
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MANAGEMENT COMMITTEES

In addition to the above commillees, mumerous managemeni commiffiees have alto been extabliched (o assist the
Members" of the Corporation to govern the day-to-day affeirs of the | wation from monaging business rivks,
arsexsing adeguacy of controly In processes to reviewing welfare of the staff customers feedback for continual
improvement purposes, e

The following are the appointed commiifees with its funciions-

:
5.
i

of the senior mansgement (cam, the
appointed Management
Respresentative, Document i
Officer and Head of the Imernal

Quality Auditor of MS SO 9000:2000,

The purpose of the Commities {8 o
SCC's quality management sysiermand  m
to identify continuous improvement

opporiumities,

Thess reviews are carsed out at loast
bwice a year.,

21
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FINANCIAL MANAGEMENT
Source of Funds

Unlike ether fisancial instilutions, SOC 3 not permitied 1o sccept deposits from the general
public or any institutions, Prior o vear 2001, the main source of funds has been the Stale
Government, However, these funds had ool been fortheoming from the State since the Fifth
Malaysin Plan, In its effort to diversify its finmneing alternatives and seek to be o self-sustamable
organisation, SCC manage fo secure the following funding opbions with the approval of Ministry
of Finance:
More 1ge Securitisation with Cagnmns Berhad throwgh Financial Intermedinries
Bomowings from Cagamas Berhad through financisl imermediaries are based on the
concept of sccuritisation of identified portfolios of receivables. These portfolios comprise
portfolios of cligible morgape loans and cligible hire purchase debts, Under this financing
structure, the financial intermediaries will purchase at the request of the Corporation, from
time @ time, the said eligible receivables under the porifolios from the Corporation with a
view of resale 1o Cagamas upon the erms and subject w0 the conditions contained in the
relevant sale and purchase comtracts, Up 1o 21 December 2006, 30C has in tolal  berrowed
an wmount of KM 194,36 million from this facility,

Fingd Fuite Term Lean (FHTL) fmom Licensed Finuncial Tnglitution

This type of bormowing mimics a conventional term loan where securitics are required,
FRTLs arc based on a sale and repurchase of a portfolio of receivables methoed, The
interest rates and repayment amounts ere based on the loan repayment schedules provided
by a licensed bank. Up to 31 December 2084, SCC has in total borrosed an amount

R 1ED million from this facility.

Allowance for Non-Performing Loans (NPLs)

Althowgh the Corperation is not governed by Bank Negara Malaysia (“BNM"), the Management
genertlly adopts the central bank’s minimum, requirements as a guide on the classifeation of and
provisioning for nop-pecforming loans (“NPLs™), In fsct, e o prudenl measere, SCC has
mamntained the sticter J-month NMPL clusification even after BNM softened its guidelines o &
manth classification in lete 1994,

Management has been continually reinforcing zero NPLs due to the rise of WPL rates in year year
2002, Henceforth, a new unit calied Monitoring Unit' has been established i carly year 2006 to
monitor collections from the date of release of loans as a prudent concept to minimise MPLs. The
result of this establishment has strongly pushed dowm the NPLs especially for personal credit
loans and project loans.

NPL Ratio From Year 2002 to 2006
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PERFORMANCE HIGHLIGHTS - FIVE YEARS REVIEW

Total Assets By Sector
(RM" MILLION)

Total Income
(RM® MILLION)

i I'
o i I I I
o ¥ - ] i -

Surplus Before Tax

E 2006:
A 10.78%
To RM822.851M

105 RM741.7T62M

[k

To RM61.237M

2005 RMS4.948M

|
z

2005: RM20.218M

2ES: HMS0S conis




HAIRMAN STATEMENT

f, [ am pleaied to present the 51°
{ { gember 2006,

Economic Gatloak

d 6% in 2007 compared to 5.9% in

?&_},@‘__l’nm.l.nu

I‘.IIHI'IE gmwlh was largely contributed by
rviges. It is also pleasant to note that the

i nILrll_mu-:d to perform well and declared a
ni to the State Government for FY2006. 1
1iinw H:l coniribute back 1o the State Government

T uufing that & high standard of cogporate
tive application of its principles "_""I::!ni

Sociul Responsihility

The Corporation continued to contribute h the com g5 by allocation
an amount of RM1 million to finance the construction nfhmmilind other minor
community projects to uplift the secio-cconemic of the State of Sabah.

¥

Qetly

Appreciation

On behalf of the Members of the Corporation, masagement and staff, | would like
to take thiz opportunity te extend my gratitute, appreciation, support and guidance
given by the Ministry of Finance, Government Agencies, and other relevanm
authorities,

Furthermore, | would like te extend my sincere thanks to the members of the Board,
management and staff of SCC for their support and hard work to make what SCC 15
today.

(Datut Sutt

Finally, not forgetting our valueble and loyal customers, [ would like to thank ouor
customers for their support to SCC.

Thank you.

(Datuk Anythony Lai Vai Ming, J.P.)
Chatrman
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SLIL KETUA AUDIT NEGARA
MENGEMA] PENYATA KEWANGAN
FERBADANAN PINJAMAN SABAH

BAGI TAHUMN BERAKHIR 31 DISEMBER 2006

Peryata kewangan Perbadanan Plnjaman Sabah bagi tahun berakhir 31 Disembar
2008 telah diaudit oleh wakil saya. Pihak pengurusan beranggungjawab terhadap
penyata kewangan Inl. Tanggungjeweb saye adalah mengaudil dan memben
pendapat terhadap panyala Kewangan tersebul.

2 Pengawditan lelah dilaksanakan meangikut Akta Audit 1867 dan barpandukan
plawaian pangauditan yang diluluskan, Piawalan terssbut menghandaki pengauditan
dirancang dan dilaksanakan uniuk mendapal kepastian yang munasabah sama ada
penyata kewangan adalah bebas daripeda kesilapan atau kelinggakan yang ketara
Pangeudilan itu termasuk memerksa rekod secara semak uji, menyemak buld yang
menyokong angka dan memastiken pendedahen yang mencukupi dalkam panyata
kewangan. Penilaian juga dibuat terhadap prinslp perakaunan yang digunakan dan
pamyampalan penyala kewangan secara kesaluruhan,

3. Pada pendapat saya, penyata kewargan ink memben gamibaran yarg benar
dan sakeama terhadap kedudukan kewangan Perbadanan Pinjaman Sabah pada
31 Dizember 2008, hasil operasi sera alifan (Wnainye untuk tahun tersebul
berdasarkan pigwaian parakaunan yang diluluskan.

I MUSTAPHA BIN NAINA MARICAR)
Lp.  KETUA AUDIT NEGARA
MALAYSIA

KOTA KINABALL
14 Mai 2007




SABAH CREDIT CORPORATION
(Incorporated under Credit Corporation Crdinance, as amended)

Statcment By Board Members

In our ppinion, the financial statements set out on pages 28 to 44 are properly
drawn up in accordance with the provisions of the Credit Corporation
Ordinance, 1955 as amended and generally accepted accounting principles in
Malaysia so0 as to give a true and fair view of the state of affairs of the
Corporation as at 31 December 2006 and of the results of its operations and cash
flows for the year ended on that date,

Signed on behalf of the Corporation,

DATUK ANTHONY LAI VAI MING, J.P.
Chairman

YVINCENT PUNG YEE KIONG
Member

Date: 26 FEB 2007



SABAH CREDIT CORPORATION
{Incorporated under Credit Corporation Ordinance, as amendead)

Statutery Declaration

I, Meexm Teo, being the officer primarily responsible for the financial
management of Sabah Credit Corporation, do solemnly and sincercly declare
that the financial statements set out on pages 28 to 44 are to the best of my
knowledge end beliel, correct and | 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 Meezm Teo at
Eota Kinabalu in the State of Sabah

on 26 FEB 2007

NEEZM TEOQ

Before me:

Damiai Plamn fir,
Ird Flooe, Lot C1],
dalan Daniaj,

BB300 Kowm Kinabady,



SABAH CREDIT CORPORATION
{Incorporated under Credit Corporation Ordinance, as amended)

Balance Sheet As At 31 December 2006

ASSETS Mote 2iHH 205
BM EM
Cash and bank balance 5,BI0,238 6,072,003
Fixed deposits with a licensed bank 1,178,500 17,000,000
[mvestment securites 5 652,871 2.438,703
Loans, edvances and financing & TH4,B55,703 684,752,075
Tax recovernble TI8.619 TI8,619
Other receivables, deposits and prepayments 7 DET. 481 4,251,304
Property, plant and equipment 8 MEITSIE 27519766
TOTAL ASSETS 822850950 742,762,470
LIABILITIES AND SHAREHOLDERS FUNDS
Bosrowings 9 681,951,264 613,654,758
Other payables and sccruals i) 23,578,788 24,800,712
Taxation 1 1,276,574 EEL RIS
TOTAL LIABILITIES Ti6,806,626 639383514
Share capital 12 45000000 45,000,000
Accumulated funds 13 71,044,324 58,378,951
SHAREHOLDER'S FUNDS [16,044 324 103,378 951
TOTAL LIABILITIES AND SHAREHOLDER"S FUNDS B2 850,950  T42, 762470

The accompanying notss form an ntegral part of the finangial stsements
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SABAH CREDIT CORPORATION
{Incorporated under Credit Corporation Ordinance, as amendead)

Income Statement For The Year Ended 31 December 2006

Note 2006 2005
BEM EM
Inierest Income 14 61,236,607 54,948 545
Interest Expense 15 (20617117 (16,862,421}
Net Interest Income 206192590 38 0EG, 124
Mon-Interest Income 16 2,744,018 1,357,713
Mon-Interest Expense 17 (3306,351) (3482477
Net Income 40,057,157 36,001,360
Operating Expenses 18 {16,884,757) (15,782,988)
Surplus Before Tax 23,172,400 20,218,372
Tax Expense 19 (7.267,027)  (6497,522)
Met Surplus For The Year 15505373 13,720,850

Statement OF Changes in Equity For The Year Ended 31 December 2006

Share Capital  Accumulated Funds  Total

RM M RM
At 1 Januzry 2008 45,000,000 47538101 92,538,101
Net surplus for the current year 2 13,720,850 13,720,850
Drivicemd (Node 200 . (2, B0, 000) (2 B0,
At 31 December 2IK5 45,000,000 58,376,951 103378951
At 1 Junuary 2006 45,000,000 58,378,951 103,378,951
Met surplus for the current year - 15,505,373 15,805,373
Dividend (Note 20) - (3,240, 0400) (3,220,000
At 31 December 2006 45 000,000 T1.044,324 116,044,324
Mate 12

The accompanying notss form an insegrol part of the financial statements



SABAH CREDIT CORPORATION

{Incorporated under Credil Corporation Ordinance, as amended)

Cash Flow Statement For The Year Ended 31 December 2006

2004 2005

CASH FLOWS FROM OPERATING ACTIVITIES RM RM
Surplus befong tax 23172400 20218372
Adjustments for; -
Depreciation 1,414,000 1,235,795
Allowance for bid and doubtful loans and Goancing 3,306,351 2,519,575
Allowance for diminution in value of investment securities = 401,542
Write back of allowance for diminution in valoe of

investment securitics (E2,398) =
Had loans and lnancing written off (1,741,419)  (3,512,637)
Mt interast income suspended 434 K26 {3,484,596)
Met gain on disposal of property, plant and equipment (875,213) (100,801
Met gain om disposal of foreclosed properties (310,861) (1,330)
Met gain on redemption of investment securities (61,327} -
Gross dividend income (40,598) (153,119}
Operating Surplus Before Working Capital Changes 25,215,761 17,122,801
(Imcrease) decrease in operating assets/Tiabilities: -
Loans, advances and fimancing (102,103,386) (55,950,583)
(Mher agsets 246 54 2,755,118
Oither liabilities (1221,924) (3,037,723}
Cash Used In Operating Activities (TT.B62865) (39,110,387}
Tax Paid (6,516,777)  (6,127,008)
Net Cash Used In Operating Activities (84,779,642} (45,237,395
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (2,702,390) (19,434,667}
Proceeds from disposal of properly, plant and equipmeant 1,055,631 103,068
Proceeds from disposal of foreclosed properties 3,328,000 16,330
Proceeds from redemption of investment securitics 1,929 557 .
Dividends received from investment securities 38873 151,080
Net Cash Generated From! (Used In) Investing Activities 1,649 K71 (19,164,189)
CASH FLOWS FROM FINANCING ACTIVITIES
Met issuance/{repayment) of loan and financing 70,541,161 61,014,885
[Hvidends paid (3,240,0000  (2,880,000)
Met Cash Generated From Financing Aetivities 67,301,161 58,134 EES
Drecrease in cash and eash equivalents (L3 E2RGI0)  {6266,600)
Cash and cash equivalents at beginning of the year 18,182,817 24449516
Cash And Cash Equivalents AL End Of The Year 4,354 207 18,182 817
Cash and cash equivalents consist of the followings : -
(Cash and bank balances 5,820,238 6,072,003
Bank overdraft (2.644,531)  (4,889,186)
Fixed deposits with o licensed bank 1,178,500 17,0000, (b

4354207 18182817




SABAH CREDIT CORPORATION
(Incorporated under Credit Corporation Ordinance, as amended)

Nuotes To The Financial Statements For The Year Ended 31 December 2006

1. Principal Activities And General Information

Sebah Credit Corpotation was ncorpotated on 15 June 1955 under Credit Corporstion
Ordinance, 1955 which was later repealed and replaced by Credit Corporation Enactment,
1481,

The Corporation is principally engaged to promote the cconomic development of Sabah
through financing and facilitating the grant of financial credits to small and medium scaked
agriculiural, indusirial, housing, mural and / or urban developments  and to  stimulaie and
facilitate private investments in Sabah by local and external capital funds.

All business activities and transactions are casried out 8t Wisma PPS situated in Donggongon
Towmship, Penampang and its branches located at major towns of Sabah,

There were no significant changes to the principal sctivities during the finsncial year
2, Financial Risk Management Objectives And Policies

The Corporation is exposed to the to various financiel nsks which mcludes mterest mte nsks,
credit risks amd Bquidity risks that arise in the conduct of the business activities.

The owverall manapement objectives of the Corporation is 1o maximise the retums of the
stakeholders” investments by minimising pofential adverse impact of the risks omto the
financial performance and cash flows of the Corporation.

The Corporation did not engaged in any financial instrument transactions dusing the financial
year.

(2) Tnterest rate risk

The Corpomation finemces its operetion throagh intemal and extermal sources of funds,
External sources of funds consist of borrowings from Sabah State Government and
other finanein] mstibutions which carmies different fixed interest rates. The policy of the
Corporation s to maximise the returns of the inferests and et the same time able o
service the intercst costs of various loan portfolios.

(b) Credit risks

Credit risks is the potential loss of revenee and principal losses io the form of specific
allowances as a result of defaults by the borrowers or counter parties through its
lending and investing activities.

The primary exposure to credil nsks anses through its loans, advances and Anancing,
The amount of credil exposure is represented by he carmying amounts of the assels in
the balance sheet,

The main objective of credit sk manngement is fo minimize the Corporation's cresdis
risk exposure by ensuring the existence of capability and financial ability fo meet
potential financial loss that may arise as a result of default in payments by the
borrowers.

The Corporation had established & comprebensive credit policy that imtegrates the
intermal grading system to ensure croditworthiness of potential borrowers, and
formation of Credit Evalustion Committee to znalyse loan applicaton for Board
members’ approval,




SABAH CREDIT CORPORATION
(Incorporated under Credit Corporation Ordinence, as amended)

Motes To The Financial Statements For The Year Ended 31 December 2006

(¢)  Liquidity risk

Liguidity risk relotes to the ability to mamtain sufficient liquid assets to meet its
financinl commitments and obligations as amd when they fall due.

The Corporation practices o prudence concept In menaging liquidity nisks by
maintaining sufficient cash and the availnbility of funding through certain committed
credit facilities.
3. Basis of Preparation of Financial Statements
The financial statements of the Corporation have been prepared on the historical cost hasis
and are in accordance with the generally accepted accounting principles approved by
Malaysian Accounting Standard Board (MASRE) and comply with the provisions of the Credit
Corporation Ordinance, 1955 as amended by the Credit Corporation Enactment, 1981,
4. Summary of Significant Accounting Policies
(2} Invesiment securitics

Investment fm umit trust 15 stated of cost less allowance for diminotion n vahie when
such diminution in valee is other than temporary.

(b} Allvwance for bad and doubtful loans and financing
Loans and advances are stated at cost less any allowanee for bad and doubiful debis.

Allowance for bad and doubtful loans and financing are made with regard to specific
risks and relate 1o those loans or receivables that have been individually reviewed and
specifically identified as sub-standerd, doubtful or bad,

A general allowance besed on a percentage of total outstandimg loans, net of interest m
suspense and specific allowance for bad and doubtful debis, is muointained by the
Corporstion against risks which are not specifically identified.
An uncollzctible loan or portion of a loan classified as bad is written off after taking
into consideration the realisable wvalue of collateral, if any, when in the opinion of
management, there is ne prospect of recovery.

(e}  Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation.

Land where the estimated lessing lives exceed 50 vears 18 classified a5 long f&rm
leasehold land.

32 rfMnnualiReporkn@



SABAH CREDIT CORPORATION
(Incorporated under Credit Corporation Ordinance, as amended)

Nuotes To The Financial Statements For The Year Ended 31 December 2006

(€}  Property, plant and equipment (Continued)
Iepreciation

Deprecintion property, plant ond equipment s provided on a straight line basis
caleulated to write off the cost of each asset over the term of ils estimated useful lives st

the fiollowing ammual rates:-

Leasehold land 0L 11% o 2.320%
Buildings 2%

Motor Wehicles 0%
Orffice furniture and equipment 205
Oiifice renovation 108
Compiuler equipment 0%

(d)  Income recognilion
Inferest income

Interest inceme on loans, other than hire purchase loans is accounted for on an accroal
basis by reference to rest periods as stipulated in the loan agreements, either monthly,
weekly or daily. Interest income on hire purchase is recopnised wsing the sum-of-digits
mithod.

Where an eccount becomes non-performing, interest is suspended until it is realised on
& cash bagis, Custorners' accounts are deemed to be non-performing whese repayments
are in arrears for 3 moaths or more,

ividend income

IMvidend mcome 15 recognised as and when it 1s received,

Rental income

Rental income 15 recognised on an accrual basis based on the rental ngreements.

(e} Income and cosi recognition on property development projects

Income and related costs on the property development projects, which were acquired in
the loan pecovery process, are taken up in the income statement in the year of
completion of the projects. Progress billings rendered on incomplete projects as at end
of the financial yesr are deferred and taken up as liabilities, Likewise, all related costs
incurred up to the end of the fmancial year are deferred snd taken up as project
development cosls under asels,

it Borrowings from Cagamas

Borowings from Cagamas Berbad through financial imermediaries (banks or financial
institutions) are based on a sale and repurchase of receivables method. This facility is
on a full recourse bagis. The Corporation is required to repurchase defaulted loans sold
and replace it with performing loans. The terms and conditions of sale and repurchase
of loan portfolios are stated on the signed sgreements. The mnterest rates and repaymoent
amounts &re based on the loan repayment schedules provided by the finamcial
intermediaries. Interest charged on borrowings is recognised under Interest Expense in
the Income Statement in the year it is incursed.




SABAH CREDIT CORPORATION
(Incorporated under Credit Corporation Ordinence, as amended)

Motes To The Financial Statements For The Year Ended 31 December 2006

(g} Imoome tax

Tax on surplus or deficit for the financial year comprises current and deferred tax,
[ncoane tax 1% recognised m the income statement.

Current tax expense is the expected tux payable on the taxable income for the year,
using tax rufes enacied or substantively enacted at the balance sheet date, and any

adjustment to fax payable in respect of prior yeors,

Dizferred tax is provided, using the liability method, on temporary differences arising
betwesn the tax bases of assets and liabilities and their camrying amounts in the
financial statements. In principle, deferred tax lizbilities are recognised for all axabie
temporary  differences and deferred tax seseis are rocognised for all deductible
temporary differences and wnutilised tax losses to the extent that it is probable that
taxable surplus will be available against which the deductible temporary differences
and unutilized tax losses can be utilised.

The amount of delerred tax provided 15 based on the expected manner of realisation or
setilement of the carrying amowit of the assels and liabilitdes, wsing tx rates enacted or
substantively enacted at the balance sheet date,

(h}) Cash and cash equivalents

Cash and cash equivalents consist of cash m hand and bank balances, bank overdraft,
and shori-term fixed deposite with a licensed bank with maturities of less than one
month.

(I Impalrment of assets

The carrying amount of the Corporation's assets, other than financial assets and
deferned tax assals, are reviewed ot each balance sheet date to determine whether there
1% any indication of impamment.

If wny such imdication exists, the asset's recoversble amount 48 esfmated. An
imparment loss s recogmsed whenever the camying amount of an assed or the cash
penemimg unit to which it belongs exceeds its recovernble amount. Impaimment losses
are recognised in the income statement.

The recoverable amount 1s the greater of the asset's net selling price and is value m use.
In assessing vale in use, csimated future cash flows are discounted to their poesent
value using a pre-tax discount rate that seflects corrent market assegsments of the time
value of money and the risks gpecific to the asset For an asset that does not generste
largely independent cash inflows, the recoverable amount is determined for the cash
generating unit (o which the asset belongs,

()  Reversal of impairment of assets

An impeirment of loss m respect o goodwill 15 oot reversed unless the loss was caused
by o specific external event of an exceptional nature that is ned expested o recar and
subseguent external events have ocourred that reverse the effect of that event,

An impairment boss is reversed only to the extent that the asset's camying amount does
nat exceed the carrying amount that would have been determined. net of depreciation or
amoriisstion, if no mpairment loss has been recognised. The reversal is recognised in
the income statement.

34 crfAnaval Report 2000
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(k} Employee Benefits
Short term benefits

Wages, salaries, bonuses and socinl secunity contributions are recognised as an expense
m the year in which the associated services are rendered by employess of the
Corporation. Short-term accumulating compensated absences such as paid annual feave
are recogniscd when services are rendered by emplovees that increases their entitlement
to fulure compensaicd absences, and shom-term non accumulating  compensated
absences such as sick leave are recognised when the sbsences oceur,

Drefined contrifntion plans
As required by law, companies m Malayse make contributions 1o the stale pension

scheme, the Employess Provident Fund (“EPF"), Such contributions are recognised as
un expense i the income statement as incurred,

5. Investment Securitics 2 2005
RM M
Investment quated within Malaysia 2,390,000 5,390,000
Less: Allowsnce for diminution in value of imvestment (1,727,129} (2,951,297
652,871 2,438,703
Market value of quoted investment 652 871 2,438,703
6. Loans, Advances and Financing 2inMs 2005
RM RM
Housing and project loans 720,688,389 609,877,397
Hire-purchase loans 73433918 E9,270,579
Chher loans 44,399,47] 47,140,065
Ciross boans B47.320,TTR 746,288 043
Less: Allowance for bad und doubtful loans and financing
- specific (31,652,021  (31.114.563)
- general ) (7,927 834) {6,900,363)
- interestiincome-in-suspenss (23,086,218) (23,521,044

Mot loans, advances and financing TH4,B55,703  6R4, 752,073




SABAH CREDIT CORPORATION
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6. Louns, Advances and Financing (continued)

Analysis of housing and project loans by sconomic seetor are as follows: -

2ire 1005

RM RM
Government siall housing loans 166,922 072 184,065 695
Federal staff housing loans 1,748,362 2,179,230
Urban housing loans 34,886,135 34,007,084
Rural housing loans 506,603 511,154
Industrial, animal husbandry and agricalture TIATE S0 74974305
Refinancing loans 18,920 839 17,322,765
Executive loans 419344 861  2HB 660579
Staff loans 1,779,656 1,007 604
Community loans 1,220,070 1,307, 18
Morigage loans 12,725,903 5,782 (45
Chrganic farming loans 155,248 49,656

TI96RR 3RS 800 RTT 39T

Other loana refers to three low cost housing schemes which was taken over by the
Corporation from Lembaga Pembangunan Peromahan dan Bandar (LPPR) on January
1995, 17 November 1999 and 1 Janwary 2005 respectively. Consequently, the
Corporation alse bears the Hability of LPPB owed 1o the Sabah State Govermment in
relition to the three schemes,

The first scheme comprised of 42 projects in the State of Sabah with an aggregate
carrying value of RM238, 156,069, The Corporation took over 2,750 fenancy accounts
under this scheme.

The second scheme comprised of & projects in the State of Sabah with an aggregate
carrying value of BM20, 772,146, The Corporation took over 593 tenancy accounts
under this scheme,

The third scheme comprised of 5 projects in the State of Sabah with an aggregate
carrying value of RM15,302,017, The Corporation took over 599 tenancy accounts
under this scheme,

Movements in the allowsnce for bad and doubtful loans and financing and
interest/income-in-suspense are as follows:-

206 2005
Specific allowance RM RM
At 1 January 3,114,963 32,701,664
Allowance made during the year 9,579,913 T.283,835
Amount written back in respect of recoveries (T300.038) (5358319
Amount written off (1,741.41% (3,512,637

At 31 Decembar 31,652,021 31,114,563
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6. Loans, Advances and Financing (continued)

General allowance 106 1005
R RM
At | January 5, S, 2623 6,306,324
Allowance made during the year 1,027,473 594,038
At 31 December 7927836 6,900,363
As % of gross loans, advances and financing
less specific allowanse and interest-in-suspense 1% 1%
Interest/imcome-in-suspense 2006 2005
RM RM
At ] January 23521044 27005640
Interest/income suspended during the year 6,934,071 6,386,417
Amount written back in respect of recoveries (5, 783.690)  (5681,758)
Amount written off {1,585.209)  (4,189.255)
AL 31 December 23,086,218 23,521,044
7. Mher Receivables, Deposits And Prepayments 2006 2005
R R
Other receivables, deposits and prepayments 422 044 668, 728
Foreclosed properties 565,437 3,582,576

GH7T 481 4,251,204
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i

Property, Plant And Equipment {Continued)
Met ook vahee of the leasehold land comprised of the followings:-

Long term leasehold land
Short term leaszhold land

2006 2005
RM RM

5,559,600 9,752,060
29457 30,620

9,589,057 972680

At 31 December 2006, land titles for leasehold land and baildings amounted RM20,198 428
(2005 RM19,185,571) are yet o be registered under the name of the Corporation.

Borrowings

Borrowings from Sabah State Government

Bomrowings from Cagamas Bechad through
financial mtermedianes

Borrowings from a lcensed bank

Bonk overdmft

2006
RM

343,759,792
168,104,693
167,442 24K

2644.511

681,951,264

2005
RM

343,759,792
192,049 460
Tr914320
4 HEG.1EG

613,654,758

Borrowings from Sabah State Government are unsecured and are repayable as follows: -

200G
Interest-free  Imterest-bearing Total
Repayable within one yesr RM RM RM
O o five years
Chver five years - 138, 784363 138,784,363
= 118705964 11,870,964
Total 1,000,000 192,104,465 193,104 465
1,000, 0 342759792 341 759,792
10035
Interest-free  Interest-bearing Total
Repayable within one year RM M RM
Ome io five years
Ower five years - 133,572,858 133,572,858
- 15,435,543 15,435,543
Tial 1,000, D0y 193,751,391 194,751,391
1,000,000 342759792 343,759,792
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Basrrowings (continmed

Bormowings from Sabah State Governmeni which sre repayoble within one year, are only
payable upon demand by the Sabah State Government.

The interest rate for Sabah State Government ranges betwesn 0% to 7% per anmum
{2005 0% to T per anoum).

Bosrowings from Cagamas Berhad through financial inteemediarics are secured by partial
State government housing loans pontfolio and patial hive purchase portfolio in aggregae
amount of KMIGE 104,683 (2005 RM IS 091 385) with mterest-beanng canges between
4,604 L 600% per annum (2005: 4.00% 1w 4.90% per annum),

Borrowings from s hicensed bank are secured by portial Executive loans amounting
BM247 0E4 358 (2005 BM%,234.5400 with interest-bearing mnges between 4.69% o
6.37% (25 4.69% to 4.93% ) per annum,

Bank overdrafi facility is held on negative pledge over all the assets of the Corporation at an
imterest rate of 7.75% (2005 7.25%) per annum.

. DHher Pavables And Acerials
20 2005
RM (LA
Interest payable 16,881,899 19,052,729
Cither payables and accuals £ i R 5,747,983

23,578, TRE  24.B00,712
Included in sdher pavobles 15 a provision for legal elom amounting to BMES,004,

. Taxation
Tiie 2005
KM LA
Provision for tax 1,276,574 Ers HIE D]
. Share Capital
Ordinury shares of EM cach R R0
M R
Authorised F0,000,000 50,004,000
Frawed and fully perid
AT Jarmary/ 31 December 45,000,006 45,0 000

Al B E e ) e s e el i e e
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13, Accnmulated Funds

Subject to the agreement by the Inland Revenwe Board, the Corporation has sufficient tax
credit under Section 108 (6) of the Income Tax Act, 1967 and tax exempd profits under
Section 12 of Incoma Tax Act (amended), 19949 io frank the payment of dividends out of the
Corporation's accumulated funds as at 31 December 20046,

14. Imterest Income 2006 2005
RM RM
Loans, advances and financing 1,052.2 4,745 82
Interest received from & licensed bank 6 'ﬁisﬂ ’ ﬁ?lg

61,236,607 54548 545
15. Interest Expense

2006 2003
EM RM
Bormmowings from Sabab State Government 4,524 008 4 R57982
Bormowings from Cagamas Berhad through g ;
ﬂnam:_iaj mt:;rmcdmnm 8,851,901 Q. TTR, 008
Borrowings from a licensed bank 7148 853 2212843
Bank overdraft B2,355 13,588

0,617,117 16,862,421

16, Mon=laterest Income

2004 1005

RM RM
Administrative fee o 69,825 58 866
Dividend income from investment securities 40,595 153,119
Dnuunmumandn:gmlmum fee 352413 418830
].I!.H'IJ.I!'HJ_:I:E commission H04,836 271,568
Other income ) 727 10,041
Profit on disposal of property, plant and eguipment £75,213 100,801
Profit on disposal of foreclosed properties 310,861 1,330
Profit on redemption of investment securities 61,327 P
Processing fee 122,920 105,397
Rental income - , 222,900 275,761
Write back of allowance for diminution in vabee of

i'l:l"m.l Iﬁ-lﬂ'i"llﬂ- HEEE =

2,744,018 1,397,713
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17. Non-Imterest Expense 2006 2005
RM RM
Allowance for diminution in value of investment securities = (41,542}
Allowance for bad and doubtful loans and financing (3,306,351}  (2,519.575)
Provision for legal claim - (561,360}
(3,306,351)  (3,482477)
206 Zi5
18. Operating Expenses RM RM
Accounting fiees 11,252 10,107
Advertisement 57,135 34,367
Audit remuneration 26,620 28,004
Bank charges 1,288 D463
Boards members expenses 218 384 220675
Ciomputes expenses 280,748 218,852
Corporation members allowance 36,020 33,050
Commercial Paper™edium Term Notes Programme expenses 237,871 -
Depreciation 1,414,000 1,235,795
Employees' Provident Fund 267,054 234,542
Entertsinment 50,957 0,311
General expenses 178,923 155,050
Legal fecs §2.073 34,692
Management fees - ANGEASA 1,035,402 1,042,133
Motor vehicle expenses 439365 S 084
Pension contributions 631,697 643,560
Postage, telephone and telex 339,454 370,171
Printing and stationeries 330,651 280,124
Rental of premises 30,531 32,713
Salary, bonus and allowanees 7993676 T.652 540
Social community services expenses 1,000,000 510,778
Suall insurance expenses T3 438 o, 554
Stafl medical expenses 272,079 267,405
Staff traming expenses 243,103 236,761
Staff travellng expenses 227,050 334,74
Staff welfare expenses 4499, 283 484,39]
Upkeep of office 639,396 TS, 046
Water and electricity 257,205 273,965
S0" anndversary expenses . 187,502

16,884,737 15,782,988
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19, Tax Expense
l00a 005
RM RM
Current tax expense 7,236,625 6,437,522
Orwver-provision of tax for year assessment 2003 (26,7T98) -
Real property gain tax on dispesal of foreclosed properties 57,200 0,000

7,267,027 6,497,512

A reconcihiation of meome fax expense applicable to surplus before tax expense at the
statwlory tax rate to income tax expense at the efectve income tax mie of the Corporation 1s

ns follows:-

200a 2005

RM RM
Surplus before tax 23,172400 20,218,372
Income ax using ax rate of 28% 6,458,272 5661, 144
Income nt subject 1o tax (294,84%) -
Mon-deductible expendes 1,300 858 950,037
Tax incentives [20,5%00) (18,530
Capital allowances utilised during the year {237,660) {155,129

7,236,625 6,437,522

Dieferred tax benefits which are unutilised in respect of the followings:-

2006 2005
RM RM
Timing differences arizing from allowance for bad and
doubtful loans and financing which have been
recognised on & different tax basis for tax purposes (2,140,516)  (1,932,102)
Timing differences arising from property, plant and equipment 144,922 548,307
At 31 Degember (1,990,594)  (1,383,795)

The above defermed tax benefits were unutilised m the financial statements, as they may not be
used to balance the other taxable income for Sabah Credit Corporation.

20. Dividend

200G 1005

[nwisbend declared and paid at 100000 cents
(2005: 8889 cents) less 28% tax 3,240,000 ZHE0,000
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1.

Capltal Commitment
2006 2005
RM RM
Capital expenditure that has besn aulhorised bt
mil comiracted for 6,550,000 8,390,000

Financial Instruments

Financial instrument comprises of financial assets, financial liabilities and off-balance shest
mstruments. Fair valoz is the emount for which an asset could be exchanged, or a liabality
zettled, betwoen knowledgeable, willing partics in an arm's length transaction.

The falr values of the non-fingncial assets and liabilities are excluded because it is nof a
requirernent under MASE24 to disclose its fair value,

The carryitng amounts are a reasonsble estimate of thedr fair values as of the date of the
balunce sheet.

. Employers Information
206 205
RM RM
Staff costs 10,208,280 4,940,545

The number of emplovees (excluding Members of the Corperation) as at year end of the
financial year was 08 (3005 210
Social Community Services

The Corporation s obtaned spproval from Mmistry of Fimance to utilise not more than 5%
of the net surplus in each financial year for financing community projects in the State,



