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INtroDuctIoN

Hong Leong capital Berhad (“HLcB”) is an investment holding 
company of the investment banking and asset management 
business group under Hong Leong Financial Group.

It	aims	to	be	a	leading	regional	financial	
services	 institution	 providing	 diversified	
clients	 with	 a	 full	 range	 of	 value	
propositions	 and	 financial	 solutions	
in	 the	 areas	 of	 investment	 banking,	
stockbroking,	 futures	 broking,	 nominees	
and	 custodian	 services,	 unit	 trust	 and	
fund	 management	 and	 related	 financial	
services,	 and	 investment	 management	
services.	 These	 segments	 are	 serviced	
by	 HLCB’s	 key	 operating	 subsidiaries,	
namely	 Hong	 Leong	 Investment	 Bank	
Berhad	 (“HLIB”)	 and	 Hong	 Leong	 Asset	
Management	Berhad	(“HLAM”).

HLIB	 has	 two	 main	 divisions,	 namely	
the	Investment	Banking	division	and	the	
Stockbroking	division.	The	core	activities	of	
the	 Investment	Banking	Division	 include	
arranging	and	structuring	debt	and	equity	
fund	 raising	 and	 other	 corporate	 related	
advisory	 work.	 The	 Investment	 Banking	
Division	 also	 offers	 debt	 and	 equity	
underwriting,	 deposit	 taking,	 treasury	
related	 solutions	 as	 well	 as	 trading	 and	
distribution	services.

The	 Stockbroking	 Division	 of	 HLIB		
provides	 the	 complete	 range	 of	 broking	
services	for	a	wide	range	of	clients,	ranging	
from	 institutional	 and	 retail,	 to	 high	net	
worth	investors.	Supported	by	a	dedicated	

client	 centric	 sales	 team	 committed	 to	
providing	 timely	 advice	 and	 good	 trade	
execution,	 as	 well	 as	 a	 research	 team	
of	 professional	 industry	 specialists,	 HLIB	
strives	to	deliver	groundbreaking	insights	
and	fresh	perspectives	on	investing	ideas.	

HLAM,	 is	 an	 established	 asset	
management	 company	 with	 more	 than	
20	years’	of	operating	track	 record	via	a	
merger	 between	 HLG	 Unit	 Trust	 Berhad,	
one	 of	 the	 pioneers	 in	 the	 Malaysian	
Unit	 Trust	 industry,	 and	 HLG	 Asset	
Management	 Sdn	 Bhd.	 HLAM	 currently	
offers	 and	 manages	 a	 broad	 spectrum	
of	 investment	 solutions	 in	 equities,	
fixed	 income,	money	market	and	mixed	
assets	across	segregated	assets	and	unit	
trust	 funds	 for,	 amongst	 others,	 state	
governments,	 insurance	 companies,	
endowments,	family	offices,	corporations,	
and	high	net	worth	individuals.

Supported	 by	 strong	 business	 acumen,	
its	 firm	 foundation	 of	 values,	 efficient	
customer	 support,	 and	 distribution	 and	
communications	channels,	HLCB,	together	
with	 HLIB	 and	 HLAM,	 are	 focused	 on	
assisting	 its	 wide	 range	 of	 clients	 in	
achieving	superior	long	term	risk-adjusted	
returns.
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fIVE yEAR gROUP
FINaNcIaL HIGHLIGHtS

 2014 2015 2016 2017 2018 
the Group rM’Million rM’Million rM’Million rM’Million rM’Million

Statements of Financial position

Total	Assets	 	4,326		 	3,717		 	4,149		 	4,264		 	4,552	

Net	Loans	 	431		 	326		 	372		 	237		 	228	

Total	Liabilities	 	3,724		 	3,064		 	3,449		 	3,519		 	3,786	

Deposits	from	customers	 	632		 	842		 	1,032		 	649		 	1,083	

Shareholders’	Funds	 	602		 	654		 	700		 	745		 	766	

Commitments	and	contingencies	 	5,466		 	7,413		 	8,732		 	7,931		 	8,853	

Statements of Income

Revenue	 	191		 	183		 	173		 	202		 	196	

Profit	before	taxation	 	78		 	79		 	65		 	84		 	79	

Net	Profit	 	119		 	76		 	62		 	79		 	71	

Key performance Indicators

Book	Value	per	Share	(RM)	 	2.53		 	2.71		 	2.90		 	3.09		  3.17	

Earnings	per	Share	(sen)	 	49.9		 	31.7		 	25.6		 	32.8		 	29.6	

Net	Dividend	per	Share	(sen)	 	15.0		 	8.5		 	12.0		 	19.0		 	19.0	

Financial ratios (%)

profitability ratios

Return	on	Equity	 19.7%	 11.7%	 8.8%	 10.6%	 9.3%

Return	on	average	assets	 3.3%	 1.9%	 1.6%	 1.9%	 1.6%

Cost/income	ratio	 58.8%	 57.6%	 62.7%	 58.4%	 59.5%

asset Quality/Loan ratios

Gross	loans	to	deposits	ratio	 68.5%	 38.8%	 36.2%	 36.5%	 21.1%

Gross	impaired	loans	ratio	 0.2%	 0.2%	 0.2%	 4.9%	 3.0%
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fIVE yEAR gROUP
FINaNcIaL HIGHLIGHtS
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cHAIRmAN’S
StateMeNt

on behalf of the Board of Directors, I am pleased to present 
the annual report and audited Financial Statements of Hong 
Leong capital Berhad (“HLcB” or “the Group”) for the financial 
year (“Fy”) ended 30 June 2018.

overaLL BuSINeSS eNvIroNMeNt

When	our	financial	year	started	 in	 the	second	half	of	calendar	
year	2017,	 the	global	economy	was	 in	a	strengthening	mode.	
The	 pickup	 in	 growth	 was	 broad-base,	 with	 upside	 surprises	
in	 major	 countries	 such	 as	 in	 the	 Eurozone	 and	 Japan	 while	
domestically,	the	Malaysian	economy	recorded	a	stellar	growth	
rate	of	6.1%	year-on-year	(“YoY”)	with	private	sector	spending	
being	a	key	driver	of	growth.	Private	investments	continued	to	
register	strong	growth	as	companies	undertook	capital	spending	
following	the	increase	in	capacity	utilisation.	Favourable	labour	
market	conditions,	sustained	private	sector	wages	and	improving	
consumer	 sentiment	 underpinned	 the	 continued	 recovery	
in	 private	 consumption.	 The	 external	 sector	 also	 contributed	
positively	 to	 growth,	 supported	 by	 continued	 demand	 from	
major	trading	partners.

However,	 in	 the	 first	 half	 of	 calendar	 year	 2018,	 the	 global	
economic	 expansion	 began	 to	 moderate	 as	 the	 base	 effect	
eased	 due	 partly	 to	 the	 end	 of	 restocking	 activities.	 The	 rate	
of	 expansion	 also	 became	 less	 synchronized	 as	 some	 major	
economies	 lost	 momentum	 while	 others	 such	 as	 the	 United	
States	 (“US”)	 economy	 appear	 to	 be	 mainly	 supported	 by	 tax	
policy	initiatives.	On	the	domestic	front,	our	Malaysian	economy	
also	 registered	 a	 moderation	 following	 the	 deceleration	 in	
global	 economic	 activity,	 which	 resulted	 in	 slower	 growth	 in	
manufacturing	 and	 investment	 activity.	 Agriculture	 production	
registered	a	decline	reflecting	lower	rubber	and	crude	palm	oil	
production	while	mining	production	also	contracted	due	to	lower	
natural	gas	production	that	offset	the	increase	in	oil	production.

Malaysia’s	 bond	 market	 experienced	 a	 net	 inflow	 of	 +RM15.1	
billion	in	the	second	half	of	2017	largely	driven	by	a	favourable	
global	trade	environment	and	strong	domestic	GDP	performance.	
Thereafter,	 the	 bond	 market	 turned	 around	 to	 record	 a	 net	
outflow	of	–RM18.7	billion	in	the	subsequent	period	as	fears	of	
higher	bond	yields	and	global	trade	tension	between	the	US	and	

other	 major	 economies	 led	 to	 weaker	 investor	 sentiment	 and	
higher	 global	 financial	 market	 volatility.	 Nonetheless,	 despite	
the	 pullback	 in	 capital	 from	 the	 domestic	 financial	 market,	
overall	 liquidity	 conditions	 remained	 ample	 and	 supportive	 of	
economic	activity.

The	 Malaysian	 stock	 market	 ended	 2017	 on	 a	 high	 note	 at	
1,797pts	(+9.4%	YoY),	on	the	back	of	an	appreciating	ringgit	and	
RM11.3	billion	of	net	foreign	inflow	for	the	year.	For	the	first	half	
of	2018,	 the	FBMKLCI	performed	 rather	well	and	 from	 January	
to	April,	increased	by	as	much	as	5.5%	touching	a	high	of	1,895	
in	what	was	viewed	as	a	pre	14th	General	Election	(GE14)	rally.	
Nonetheless,	from	the	beginning	of	May	to	end	June	2018,	the	
FBMKLCI	fell	by	8.7%	to	close	at	1,691	due	to	concerns	over	global	
trade	tension	and	increased	volatility	in	the	markets	around	the	
world.	The	Malaysian	equity	market	saw	a	net	foreign	outflow	of	
RM6.8	billion	in	the	first	half	of	2018.

StrateGIc overvIew

HLCB	operates	under	 the	Group’s	philosophy	of	embodying	an	
entrepreneurial	vision	focused	on	building	long-term	sustainable	
value	 for	 all	 its	 stakeholders.	 This	 vision	 guides	 our	 operating	
businesses	 to	 remain	 relevant,	 to	 be	 trustworthy,	 progressive,	
competitive	and	sustainable	in	pursuit	of	growth	and	the	creation	
of	business	value.

Key	 to	 ensuring	 sustainability	 is	 the	 entrepreneurial	 spirit,	
professional	 experience	 and	 disciplined	 governance	 culture	
we	 have	 in	 our	 people.	 Both	 Investment	 Banking	 and	 Asset	
Management	 business	 are	 niche	 and	 its	 strengths	 are	 the	
committed	drive	by	our	 teams	 to	provide	superior	service	and	
innovative	 solutions	 in	 Investment	 Banking,	 using	 technology	
to	 drive	 efficiency	 and	 competitiveness	 in	 Stockbroking	 and	
consistently	 providing	 better-than	 benchmark	 returns	 for	 our	
Asset	Management	customers.
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cHAIRmAN’S
StateMeNt

FINaNcIaL perForMaNce

Despite	 a	 challenging	 year,	 the	 Group	
achieved	a	profit	before	taxation	(“PBT”)	
of	 RM78.6	 million	 for	 the	 financial	
year	 ended	 30	 June	 2018	 (“FY2018”)	
as	 compared	 to	 RM84.0	 million	 in	 the	
previous	 corresponding	 year,	 a	 decrease	
of	RM5.4	million	or	6.5%.

This	 slightly	 weaker	 performance	 was	
primarily	due	to	the	lower	contribution	of	
HLIB	that	recorded	a	PBT	of	RM61.8	million	
in	the	current	financial	year	as	compared	
to	RM68.0	million	in	the	previous	financial	
year.	 Stockbroking	 activities	 contribute	
about	 52.7%	 of	 the	 profits	 while	 other	
Investment	 Banking	 activities	 contribute	
about	47.3%.

The	 Stockbroking	 business	 of	 HLIB	
achieved	 an	 11.5%	 YoY	 increase	 in	 PBT	
to	 reach	 RM32.6	 million	 on	 the	 back	
of	 a	 20.5%	 increase	 in	 trading	 volume	
with	our	 Institutional	desk	and	eBroking	
being	 the	 main	 contributors	 to	 the	
improved	 performance.	 Our	 focus	 on	
digital	transformation	of	our	stockbroking	
services	 resulted	 in	 eBroking	 increasing	
its	PBT	contributions	by	36.6%	YoY.	

The	 Investment	 Banking	 business	
achieved	 revenue	 of	 RM67.5	 million	
and	a	PBT	of	 RM29.2	million	 in	 FY2018.	
The	Equity	Markets	division	under	HLIB’s	
Investment	Banking	business	had	a	very	
challenging	year	due	 to	 the	 soft	market	
condition	 in	 FY2018	 with	 only	 1	 IPO	 on	
the	 Main	 Market	 and	 13	 other	 IPOs	 on	
LEAP/	 ACE	 Market.	 Nonetheless,	 we	 are	
cautiously	 optimistic	 because	 the	 deals	
pipeline	 remains	 encouraging	 and	 the	
team	continues	to	explore	more	ways	and	
opportunities	 to	 diversify	 HLIB’s	 income	
source	and	create	value	for	clients	in	the	
coming	financial	year.

The	 Asset	 Management	 business	
registered	 a	 PBT	 of	 RM12.4	 million	 for	
the	current	financial	year,	registering	very	

commendable	growth	of	53.1%	YoY.	The	
higher	 PBT	 is	 mainly	 due	 to	 higher	 net	
fee	income	earned	from	a	larger	average	
Asset	 Under	 Management	 (“AUM”)	 size	
of	RM15.1	billion	for	FY2018	as	compared	
to	 RM12.3	 billion	 for	 FY2017.	 This	 AUM	
growth	of	RM2.8	billion	or	22.4%	YoY	was	
spread	 across	 all	 segments	 of	 products	
and	asset	classes.

Despite	 being	 a	 challenging	 year	 to	 the	
Group,	 we	 are	 recommending	 a	 final	
single-tier	dividend	of	19.0	sen	per	share	
for	FY2018	which	is	similar	to	the	dividend	
declared	 for	 the	 previous	 financial	 year.	
The	total	capital	ratio	of	our	key	operating	
business,	HLIB,	stood	at	a	healthy	33.7%	
as	at	30	June	2018.

The	Stockbroking	business	of		
HLIB	achieved	an	11.5%	

YoY	increase	in	PBT	to	reach	
RM32.6	million	on	the	

back	of	a	20.5%	increase	
in	trading	volume	with	

our	Institutional	desk	and	
eBroking	being	the	main	

contributors	to	the	improved	
performance.	Our	focus	

on	digital	transformation	
of	our	stockbroking	
services	resulted	in	

eBroking	increasing	its	PBT	
contributions	by	36.6%	YoY.

rM78.6
million

19.o sen
per share

proFIt BeFore taxatIoN FINaL SINGLe-tIer DIvIDeND
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corporate DeveLopMeNtS

For	 the	 first	 time	 since	 HLIB	 commenced	 business,	 our	 Debt	
Markets	 team	secured	 three	 top	position	awards	 in	 the	 recent	
Rating	Agency	Malaysia	(“RAM”)	League	awards	by	programme	
value	and	by	number	of	issues	for	both	conventional	and	Islamic	
issuance.	The	team	has	also	successfully	secured	other	awards	
and	 achieved	 various	 league	 table	 achievements	 during	 the	
current	financial	year.	Apart	from	the	achievements	and	awards	
secured,	the	team	has	also	structured	the	first	ever	Islamic	Basel	
III	compliant	AT-1	issuance	by	an	Islamic	bank	in	Malaysia.	This	
is	a	testimony	of	our	market	share	in	the	Debt	Markets	space.

The	 Asset	 Management	 team	 of	 HLAM	 has	 also	 successfully	
secured	 the	 following	 four	 awards	 at	 the	 2018	 The	 Edge	 |	
Thomson	Reuters	Lipper	Fund	Award	ceremony:

unnecessary	 costs.	 HLIB	 has	 consistently	 sought	 to	 maintain	 a	
judicious	 cost	 to	 income	 ratio	 (“CTI”)	 and	our	 CTI	 continues	 to	
be	one	of	the	lowest	among	the	investment	banks	in	Malaysia.

Sustainability	 also	 includes	 having	 the	 right	 governance.	 We	
have	a	diverse	and	experienced	Board	of	Directors	that	provides	
independent	 oversight.	 Our	 Board	 constantly	 looks	 for	 ways	
to	 ensure	 its	 diversity	 and	 strength	 and	 monitors	 corporate	
governance	 and	 best	 practices	 to	 adapt	 and	 improve	 when	
necessary.

Our	 approach	 to	 sustainability	 also	 comes	 through	 in	 our	
commitment	 to	 ensure	 our	 policies,	 practices,	 products	 and	
programs	 are	 collectively	 aligned	 to	 our	 Group	 values	 and	
purpose.	 We	 have	 done	 this	 in	 part	 by	 creating	 simple,	 safe,	
transparent	 and	 easy-to-use	 financial	 solutions	 that	 give	
people	greater	control	of	their	finances.	Another	way	we	think	
about	sustainability	 is	 the	work	we	do	 to	strengthen	our	 local	
economies,	by	working	with	and	investing	in	them.

Finally,	 to	 ensure	 that	 the	 Group	 maintains	 its	 sustainable	
growth,	we	always	value	our	people	and	give	all	employees	the	
support	they	need	to	build	their	careers	and	to	grow	with	us.	We	
have	a	diverse	and	inclusive	workplace	that	reflects	the	diversity	
of	the	communities	in	which	we	serve.	Through	our	recruitment	
programs	 and	 partnerships,	 we	 are	 investing	 in	 the	 future	 by	
bringing	the	best	and	brightest	to	work	at	Hong	Leong.	As	we	
think	about	all	 the	ways	we	pursue	sustainability,	our	 focus	 is	
to	use	our	 size	and	scale	 in	ways	 that	 contribute	positively	 to	
our	 communities,	 create	 opportunities	 for	 our	 customers	 and	
employees	and	to	grow	our	company	responsibly.

�	 HLAM	–	Best	Group	in	Equity	(Provident)	

�	 HLAM	–	Best	Group	in	Mixed	Assets	
(Provident)

�	 Hong	Leong	Growth	Fund	–	Best	Fund	
Over	3	Years:	Equity	Malaysia	Diversified	
(Provident)	

�	 Hong	Leong	Dividend	Fund	–	Best	Fund	
Over	3	Years:	Equity	Malaysia	Income	
(Provident)

The	above	achievements	and	awards	are	market	recognition	of	
our	efforts	and	performance.

Furthermore,	RAM	Rating	Services	Berhad	had	assigned	AA1	and	
P1	financial	institution	ratings	to	HLIB	with	a	positive	outlook	in	
April	2017.

SuStaINaBILIty oF tHe Group

Building	 a	 sustainable	 Group	 is	 about	 how,	 at	 the	 core	 of	
everything	we	do,	we	are	guided	by	our	principles	to	make	the	
right	decisions	that	will	hold	us	in	good	stead	today	and	in	the	
future.	We	think	about	this	in	a	variety	of	ways;	it	is	important	to	
maintain	focus	on	operational	excellence	and	on	the	momentum	
we	have	built	in	managing	efficiency	and	productivity.	We	have	
also	made	continued	progress	towards	improving	the	efficiencies	
of	our	Group	operating	expenses	whilst	investing	in	new	business	
initiatives	and	technologies.	One	of	the	initiatives	is	the	strategic	
cost	 rationalization	 exercise	 that	 the	 Group	 has	 undertaken	
during	 the	 current	 financial	 year	 by	 reviewing	 our	 end-to-end	
process	 flows	 and	 streamlining	 these	 processes	 to	 eliminate	

Looking	ahead,	the	business	and	
market	environment	will	continue	to	

be	challenging	over	the	near	term	with	
market	uncertainties	caused	by	the	

global	trade	tension.	We	expect	Malaysia	
to	stay	on	a	moderate	growth	path	

thanks	to	its	diverse	economic	structure,	
sound	macro	fundamentals	and	policy	
flexibility.	On	a	positive	note,	we	see	

challenges	as	opportunities	for	growth	of	
our	business.

cHAIRmAN’S
StateMeNt
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outLooK aND MovING ForwarD 

Looking	 ahead,	 the	 business	 and	 market	 environment	 will	
continue	 to	 be	 challenging	 over	 the	 near	 term	 with	 market	
uncertainties	 caused	 by	 the	 global	 trade	 tension.	 We	 expect	
Malaysia	 to	 stay	 on	 a	 moderate	 growth	 path	 thanks	 to	 its	
diverse	 economic	 structure,	 sound	 macro	 fundamentals	 and	
policy	flexibility.	On	a	positive	note,	we	see	these	challenges	as	
opportunities	for	growth	of	our	business.	

The	 rapid	 development	 and	 adoption	 of	 digital	 technologies	
in	 the	 business	 world	 and	 in	 our	 society	 has	 also	 driven	 the	
Group	to	be	proactive	in	harnessing	digital	technology	to	build	
an	 operating	 environment	 that	 our	 stakeholders	 have	 come	
to	 expect;	 we	 will	 continue	 to	 invest	 in	 technology	 to	 further	
enhance	our	efficiency	and	productivity.

The	Group	remains	committed	to	deliver	long-term	sustainable	
growth	 and	 shareholder	 value	 by	 continuing	 to	 execute	
our	 business	 strategies,	 strengthening	 our	 digital	 solutions,	
managing	cost	efficiency	and	driving	productivity.	

cHAIRmAN’S
StateMeNt

acKNowLeDGeMeNtS

The	 long-term	 success	 of	 the	 Group	 is	 attributed	 to	 the	
stewardship	of	our	Board	of	Directors,	management	as	well	as	
our	staff.	We	also	wish	to	extend	our	appreciation	to	our	clients,	
business	 partners,	 regulatory	 authorities,	 bankers,	 advisors,	
auditors,	 shareholders	 and	 all	 other	 stakeholders	 for	 their	
continued	support.	

taN KoNG KHooN
Chairman

19	September	2018
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mANAgEmENT DIScUSSION
aND aNaLySIS

INtroDuctIoN

Hong	 Leong	 Capital	 Berhad	 (“HLCB”	 or	
“the	 Group”)	 is	 an	 investment	 holding	
company	of	the	investment	banking	and	
asset	management	business	group	under	
Hong	 Leong	 Financial	 Group.	 It	 aims	 to	
be	 a	 leading	 regional	 financial	 services	
institution	 providing	 diversified	 clients	
with	 a	 full	 range	 of	 value	 propositions	
and	 financial	 solutions	 in	 the	 areas	
of	 investment	 banking,	 stockbroking,	
futures	broking,	nominees	and	custodian	
services,	unit	trust	and	fund	management	
and	 related	 financial	 services,	 and	
investment	management	services.	These	
segments	 are	 serviced	 by	 HLCB’s	 two	
key	operating	subsidiaries,	namely	Hong	
Leong	 Investment	Bank	Berhad	 (“HLIB”)	
and	 Hong	 Leong	 Asset	 Management	
Berhad	(“HLAM”).

HLIB	 has	 two	 main	 business	 divisions,	
namely	 the	 Investment	 Banking	 Division	
and	 the	 Stockbroking	 Division.	 There	
are	 three	 business	 pillars	 within	 the	
Investment	Banking	Division	namely	Debt	
Markets,	 Equity	 Markets	 and	 Treasury	
and	 Markets	 that	 offer	 a	 wide	 range	 of	
activities	 which	 include	 arranging	 and	
structuring	 debt	 and	 equity	 fund	 raising	
and	 other	 corporate-related	 advisory	
work.	 The	 Investment	 Banking	 Division	
also	offers	debt	and	equity	underwriting,	
deposit	 taking,	 treasury	 related	 solutions	
as	well	as	trading	and	distribution	services.

we are pleased to present the Management Discussion and 
analysis for the financial year ended 30 June 2018 (“Fy2018”). 
In this report, we would like to provide a review of our Group’s 
business operations and financial performance during Fy2018.

In summary, the Group has achieved a profit before tax of 
rM78.6 million despite a challenging year in Fy2018. we will 
continue to strive towards increasing our market penetration 
with the objective of achieving long-term sustainable growth.

The	 Stockbroking	 Division	 of	 HLIB	
provides	the	complete	range	of	retail	and	
institutional	stockbroking	services,	equity	
research,	margin	financing,	nominees	and	
custody	 services	 as	 well	 as	 futures	 and	
option	 broking	 services.	 These	 services	
are	provided	through	a	network	of	a	head	
office	and	3	branches	as	well	as	6	Hong	
Leong	Bank	hubs	in	Malaysia.

HLAM,	 is	 an	 established	 asset	
management	 company	 with	 more	 than	
20	years’	of	operating	track	 record	via	a	
merger	 between	 HLG	 Unit	 Trust	 Berhad,	

one	of	the	pioneers	in	the	Malaysian	Unit	
Trust	industry,	and	HLG	Asset	Management	
Sdn	 Bhd.	 HLAM’s	 business	 activities	 are	
categorised	under	 Investments,	Products	
and	Distribution.	Via	a	dedicated	team	of	
fund	managers,	HLAM	offers	and	manages	
a	broad	spectrum	of	investment	solutions	
in	equities,	fixed	income,	money	market	
and	mixed	assets	across	segregated	assets	
and	unit	trust	funds	for,	amongst	others,	
state	governments,	insurance	companies,	
endowments,	family	offices,	corporations,	
and	high	net	worth	individuals.
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mANAgEmENT DIScUSSION
aND aNaLySIS

INtroDuctIoN (coNtINueD)

HLIB

Investment Banking Division Stockbroking Division

 
Debt Markets

 
Equity Markets

Treasury and 
Markets

 
Institutional Sales

 
Retail Business

 
Equity Derivative

Core activities:

�	Arranging	and	
structuring	debt	
fund	raising:
•	Corporate		

bond	and		
Sukuk		
issuance

•	Syndicated	
loans

�	 Corporate-related	
advisory	works:
•	Corporate	

restructuring
•	Mergers	and	

acquisitions
•	Asset	and	

investment	
valuation

•	Takeovers	and	
privatisations

•	Capital	market	
instruments

�	Debt	underwriting

Core activities:

�	Arranging	and	
managing	equity	
fund	raising:
•	Initial	public	

offering
•	Rights	issues
•	Restricted	

issues
•	Special	issues
•	Private	

placements

�	 Corporate-related	
advisory	works:
•	Equity	

underwriting

Core activities:

�	Deposits	taking

�	 Trading	and	
investment	of:
•	Short-term	

money	market	
investments

•	Fixed	income
•	Interest	rate	

instruments

�	 Treasury	related	
solutions:
•	Interest	rate	

hedging	
•	Foreign	

exchange	
hedging	

•	Pricing	and	
distribution	of	
primary	bonds

Core activities:

�	Research,	
advisory	and	
trade	executions	
for	Government	
Link	and	Non-
Government		
Link	Corporation	
Funds

Core activities:

�	Provision	of	
online	trading	
platform	for	
retail	clients	for	
the	execution	of	
equity,	futures	
and	option	
broking	

�	Provision	of	
customer	services	
support	on	
technical	and	
corporate	actions

�	Provision	of	
margin	financing	
to	clients	to	trade	
or	invest	in	listed	
equity

�	Provision	of	
nominees	and	
custody	services

Core activities:

�	 Index	arbitrage	
activities	
capitalising	
on	market	
inefficiencies	
between	equity	
and	futures	
market

HLaM

Fund Management and unit trust Management

Investment Product Distribution

Core activities:

�	Managing	broad	spectrum	of	investment	
portfolios	through	equities,	fixed	income,	
money	market	and	mixed	assets.

Core activities:

�	Design	innovative	product	solutions	to	a	
broad	range	of	private	mandate	and	retail	
clientele.

�	 Tailor	made	investment	portfolios	based	
on	the	risk	scale	ranging	from	cautious	to	
dynamic.

Core activities:

�	Distribute	and	promote	range	of	products	
and	investment	portfolios	for	private	
mandate	and	retail	clientele.

�	Distribute	and	focus	to	build	principled	
relationship	by	introducing	investment	
solution	to	preserve	clients’	assets	and	to	
generate	added	value	and	deliver	returns.

CORPORATE
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StrateGIc oBJectIveS aND vaLueS oF tHe Group

HLCB	strongly	believes	that	its	core	values	form	its	foundation	and	framework.	Its	values	build	its	character;	they	are	the	binding	cord	
that	holds	its	people	together,	the	driving	force	towards	the	successful	accomplishment	of	the	Group’s	vision.	Our	long	term	goal	has	
always	been	creating	sustainable	value	towards	the	Group	and	focus	on	improving	the	well-being	of	our	stakeholders	in	all	aspects.	

Group perForMaNce revIew 

Despite	the	challenging	market	conditions	in	FY2018,	HLCB	Group	achieved	a	profit	before	tax	(“PBT”)	of	RM78.6	million,	a	lower	
PBT	by	6.5%	as	compared	to	RM84.0	million	 in	the	previous	financial	year	ended	30	June	2017	(“FY2017”).	This	slightly	weaker	
performance	was	primarily	due	to	lower	profit	contribution	from	the	Investment	Banking	segment	under	HLIB.	On	the	positive	side,	
the	Stockbroking	segment	under	HLIB	and	the	Fund	Management	and	Unit	Trust	Management	segment	under	HLAM	have	achieved	
a	higher	profit	contribution	in	FY2018	as	compared	to	previous	financial	year.

 
 
 
 
Fy2018

 
 

Investment 
Banking 

rM000

 
 

Stock- 
broking 
rM000

Fund 
Management 
and unit trust 
Management 

rM000

 
 
 

others 
rM000

 
 
 

total 
rM000

Revenue 67,533 86,771 34,912 6,541 195,757

Overheads (37,479) (54,266) (22,546) (2,147) (116,438)

(Allowances	for)/write	back	of	impairment	
losses	on	loans	and	advances	and	other	
losses

	
	

(803)

	
	

71

	
	
–

	
	
–

	
	

(732)

PBT 29,251 32,576 12,366 4,394 78,587

Fy2017

Revenue 84,087 79,597 27,778 10,553 202,015

Overheads (44,865) (50,770) (19,699) (2,576) (117,910)

(Allowances	for)/write	back	of	impairment	
losses	on	loans	and	advances	and	other	
losses

	
	

(467)

	
	

399

	
	
–

	
	
–

	
	

(68)

PBT 38,755 29,226 8,079 7,977 84,037

QuaLIty
To	consistently	provide	goods		

and	services	of	the	highest	quality	
at	affordable	prices

INNovatIoN
To	nurture	and	be	committed	

to	innovation

HuMaN reSource
To	enhance	the	quality	of	human	

resources	as	the	essence	of	
management	excellence

proGreSS
To	improve	existing	operations	

and	to	position	for	expansion	and	
new	opportunities

eNtrepreNeurSHIp
To	pursue	management	vision	
and	foster	entrepreneurship

HoNour
To	conduct	business	

with	honour

uNIty
To	ensure	oneness	in	purpose,	
harmony	and	friendship	in	the	

pursuit	of	prosperity	for	all

SocIaL reSpoNSIBILIty
To	create	wealth	for	the	
betterment	of	society
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Simplified Group Statement of Financial position

The	Group’s	 balance	 sheet	 position	 remains	 strong	 in	 FY2018	with	 the	 increase	 in	 total	 assets	well	matched	by	 its	 higher	 total	
liabilities.

total assets as at 30 June 2018                                                                              total assets as at 30 June 2017

total Liabilities as at 30 June 2018                                                                              total Liabilities as at 30 June 2017

revenue by Business Segment
(RM’Million)

pBt by Business Segment
(RM’Million)

Investment	
Banking

Investment	
Banking

Stockbroking StockbrokingFund	Management	
and	Unit	Trust	
Management

Fund	Management	
and	Unit	Trust	
Management

67.5 29.3

Group perForMaNce revIew (coNtINueD)

84.1 38.886.8

32.6
79.6

29.2

34.9
12.427.8

8.1

2018

2017

2018

2017

Kindly	refer	to	Page	6	for	the	summary	of	the	Group’s	five	years	financial	highlights.	

Further	details	on	the	Group’s	performance	review	are	analysed	under	the	Segmental	Review.

Cash	and	short-term	funds	
(including	securities	purchased	under	resale	agreements)

Investment	in	securities

Deposits	and	placements	with	banks	
and	financial	institutions

Clients’	and	brokers’	balances

Loans	and	advances

Deferred	tax	assets

Other	assets

3.6% 

77.5%

0.9% 

6.9%

5.0%

1.9%

4.1%

7.1% 

74.7%

6.4%

5.5%

2.1%

4.2%

Obligations	on	securities	sold	
under	repurchase	agreements

Deposits	and	placements	with	banks	
and	other	financial	institution

Clients’	and	brokers’	balances

Deposits	from	customers

Other	liabilities

2.6% 

54.4%

28.6%

9.3%

5.1%

4.2% 

63.9%

18.4%

7.7%

5.8%
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SeGMeNtaL revIew

Investment Banking (“IB”) Division

core activities of IB Division

There	are	three	business	pillars	within	the	Investment	Banking	Division	namely	Debt	Markets,	Equity	Markets	and	
Treasury	and	Markets	that	offer	a	wide	range	of	activities	which	include	arranging	and	structuring	debt	and	equity	
fund	 raising	 and	 other	 corporate-related	 advisory	 work.	 The	 Investment	 Banking	 Division	 also	 offers	 debt	 and	
equity	underwriting,	deposit	taking,	treasury	related	solutions	as	well	as	trading	and	distribution	services.

Debt Markets

Arranging	and	 structuring	debt	 fund	 raising,	 such	as	 corporate	
bonds	 and	 Sukuk	 issuance	 and	 syndicated	 loans	 as	 well	 as	
placement	 and	 underwriting	 of	 the	 debt	 instruments	 by	
undertaking	the	role	of	Principal	Advisor,	Lead	Arranger	and	Lead	
Manager.

The	team	also	offers	agency	services	by	undertaking	the	role	of	
Facility	Agent	and/or	Security	Agent	for	the	debt	products.

Equity Markets 

Advising	 on	 mergers	 and	 acquisitions,	 independent	 advisory,	
arranging	 and	 managing	 equity	 fund	 raising,	 such	 as	 initial	
public	offerings,	right	issues,	restricted	issues,	special	issues	and	
private	placements	as	well	as	underwriting	of	equity.

Treasury and Markets (“T&M”)

Deposit	 taking,	 trading	 and	 investment	 of	 short	 term	 money	
market	investments,	fixed	income	and	interest	rate	instruments.	
The	 team	 also	 provides	 treasury-related	 solutions	 such	 as	
providing	interest	rate	and	foreign	exchange	hedging	as	well	as	
pricing	and	distribution	of	primary	bonds.

Financial highlights

Fy2018 
rM000

Fy2017 
rM000

Interest	income 28,154	 28,785	

Fee	income 34,717 42,704

Other	income 4,662 12,598

Total	revenue 67,533 84,087

PBT 29,251 38,755

In	FY2018,	the	IB	Division	of	HLIB	managed	to	achieve	revenue	
of	 RM67.5	 million	 by	 registering	 a	 PBT	 of	 RM29.2	 million	 in	
FY2018	 despite	 the	 challenging	 capital	 market	 environment	
faced	throughout	FY2018.

T&M	 remained	 as	 the	 highest	 revenue	 contributor	 to	 the	 IB	
Division	in	FY2018.	T&M	contributed	46.3%	of	the	total	revenue	
of	the	IB	Division	in	FY2018	and	44.0%	in	FY2017.	Year-on-year	
(“YoY”),	T&M	reported	revenue	lower	by	15.9%	in	FY2018.	The	
revenue	posted	was	affected	by	timing	issue	whereby	the	mark-
to-market	valuation	as	at	June	2018	was	impacted	by	the	results	
of	14th	General	Election.	Moreover,	FY2017	was	an	exceptional	
year	 in	 line	 with	 the	 Overnight	 Policy	 Rate	 (“OPR”)	 cut	 of	 25	
basis	points	(“bps”).	 In	contrast,	 in	spite	of	25bps	hike	 in	OPR	
during	FY2018,	T&M	still	managed	to	report	a	strong	top	line.	

Debt	 Markets	 contributed	 45.1%	 of	 the	 total	 revenue	 of	 IB	
Division	in	FY2018	and	33.7%	in	FY2017	being	the	second	highest	
revenue	contributor	to	IB	Division.	The	revenue	generated	from	
Debt	Markets	 in	 FY2018	has	 achieved	a	growth	of	 6.9%	 from	
RM27.0	million	 in	previous	financial	year	 to	RM28.9	million	 in	
current	 financial	 year.	 The	 higher	 numbers	 were	 mainly	 from	
placement	 income	earned	 from	underwriting	deals	 at	 primary	
levels	in	which	HLIB	acted	as	sole	Principal	Advisor,	Lead	Arranger	
and	Lead	Manager.	
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SeGMeNtaL revIew (coNtINueD)

Investment Banking (“IB”) Division (continued)

The	Equity	Markets	division	had	a	very	challenging	year	due	to	the	soft	market	condition	in	FY2018	with	only	1	IPO	on	the	Main	
Market	and	13	other	IPOs	on	LEAP/ACE	Market.	Nonetheless,	the	team	is	cautiously	optimistic	because	the	deals	pipeline	remains	
encouraging	and	the	team	continues	to	explore	more	ways	and	opportunities	to	diversify	HLIB’s	income	source	and	create	value	for	
clients	in	the	coming	financial	year.

achievements and awards

Apart	from	the	financials,	the	performance	of	IB	Division,	in	particular	Debt	Markets	is	also	measured	by	other	business	value	creation	
including	league	tables	and	awards.	

League	Table	Achievements	by	Debt	Markets	in	FY2018

(A)	 Bond	Pricing	Agency	Malaysia	Top	Lead	Arranger	League	Table

Full year 2017 1H- year 2018

�	Ranked	1st	for	conventional	Private	Debt	Securities	
(“PDS”)	by	facility	limit

�	Ranked	2nd	for	conventional	PDS	by	number		
of	facility	issued

�	Ranked	3rd	for	all	PDS	by	facility	limit
�	Ranked	3rd	for	all	PDS	by	number	of	facility	issued
�	Ranked	5th	for	conventional	PDS	by	amount	issued
�	Ranked	6th	for	all	PDS	by	amount	issued
�	Ranked	7th	for	conventional	PDS	by	number	of	issues
�	Ranked	7th	for	Sukuk	by	number	of	issues
�	Ranked	7th	for	all	PDS	by	number	of	issues
�	Ranked	10th	for	Sukuk	by	amount	issued

�	Ranked	1st	for	conventional	PDS	by	facility	limit
�	Ranked	1st	for	conventional	PDS	by	number		

of	facility	issued
�	Ranked	1st	for	all	PDS	by	facility	limit
�	Ranked	3rd	for	all	PDS	by	number	of	facility	issued
�	Ranked	6th	for	conventional	PDS	by	amount	issued
�	Ranked	9th	for	conventional	PDS	by	number	of	issues
�	Ranked	9th	for	Sukuk	by	number	of	issues
�	Ranked	9th	for	all	PDS	by	amount	issued
�	Ranked	9th	for	all	PDS	by	number	of	issues

(B)	 International	Financial	Review	Asia

Full year 2017 1H- year 2018

�	Ranked	5th	on	top	Bookrunner	for	Malaysian	Ringgit	
Bonds

�	Ranked	4th	on	top	Bookrunner	for	APAC	Securitisation

(C)	 Bloomberg

Full year 2017 1H- year 2018

�	Ranked	6th	as	Manager	on	Malaysia	Debt
�	Ranked	7th	as	Manager	on	Malaysia	Ringgit	Islamic	

Bonds	
�	Ranked	8th	as	Manager	on	Malaysia	Equity	and	Rights	

Offerings

�	Ranked	9th	as	Manager	on	Malaysia	Bonds	in	June	2018

(D)	 Dealogic

Full year 2017 1H- year 2018

�	Ranked	5th	on	Malaysia	Ringgit	Debt	Bookrunner �	Ranked	10th	on	Malaysia	Ringgit	Debt	Bookrunner

mANAgEmENT DIScUSSION
aND aNaLySIS

CORPORATE

17
ANNUAL
REPORT

2018



SeGMeNtaL revIew (coNtINueD)

Investment Banking (“IB”) Division 
(continued)

achievements and awards (continued)

Awards	 won	 by	 Debt	 Markets	 for	 Deal	
Innovation	and	Top	Lead	Manager

As	 Joint	 Principal	 Advisor/Joint	 Lead	
Arranger/Sole	Lead	Arranger	(1st	tranche)/	
Joint	Lead	Manager	(subsequent	tranche)

�	The	 Asset	 Triple	 A	 Islamic	 Finance	
Awards	 2017	 –	 Best	 Securitisation	
Sukuk	

As	 Joint	 Principal	 Advisor/Joint	 Lead	
Arranger/Joint	Lead	Manager

�	11th	 Annual	 Alpha	 Southeast	 Asia	
Deal	 &	 Solution	 Awards	 2017	 –	 Best	
Assets-Backed	 Securitisation	 Deal	 in	
Southeast	Asia	2017

�	11th	 Annual	 Alpha	 Southeast	 Asia	
Deal	 &	 Solution	 Awards	 2017	 –	 Best	
Murabahah	 Deal	 in	 Southeast	 Asia	
2017

As	Joint	Lead	Manager

�	 Islamic	 Finance	 News	 Awards	 2017	
–	 Commodity	 Murabahah	 Deal	 of	 the	
Year

As	Top	Lead	Manager

�	RAM	Award	of	Distinction	2017:	 Lead	
Manager	Award	by	Programme	Value	
-	1st	Ranking

�	RAM	Award	of	Distinction	2017:	 Lead	
Manager	Award	by	Number	of	Issues	–	
1st	Ranking

�	RAM	Award	of	Distinction	2017:	 Lead	
Manager	Award	(Sukuk)	by	Number	of	
Issues	–	1st	Ranking

Apart	from	the	above	awards,	HLIB	in	Year	
2017	had	also	structured	and	completed	
the	 1st	 ever	 Islamic	 Basel	 III	 compliant	
AT-1	 issuance	 by	 an	 Islamic	 bank	 in	
Malaysia.	HLIB	was	the	Principal	Advisor,	
Lead	Arranger	and	Lead	Manager	for	the	
deal.	

outlook and Moving Forward

The	fixed	income	market	is	expected	to	be	
challenging	 in	FY2019	attributed	to	both	
local	 and	 international	 macroeconomic	
environment.	 On	 the	 local	 forefront,	
primary	 bond	 issuances	 will	 be	 delayed	
pending	 the	 Government	 of	 Malaysia’s	
review	of	various	projects,	particularly	the	
big-ticket	 items.	 Internationally,	 the	 on-
going	debacle	on	the	global	trade	tension	
will	eventually	hurt	business	and	growth	
if	no	amicable	solution	is	reached.	

The	 market	 landscape	 for	 debt	 capital	
markets	 remains	 challenging	 moving	
forward.	 Financial	 Services	 sector	 and	
Infrastructure	&	Utilities	sector	continued	
to	dominate	the	issuances	in	the	market.	
In	 Year	 2017,	 both	 sector	 accounted	 for	
66%	of	total	 issuances	with	almost	50%	
under	 the	 Financial	 Services	 sector.	 The	
landscape	remained	the	same	in	the	1H	
of	 Year	 2018	 with	 almost	 43%	 of	 the	
total	 issuances	were	under	 the	Financial	
Services	sector.	There	may	be	a	reduction	
in	 issuances	 under	 the	 Infrastructure	 &	
Utilities	 compared	 with	 Year	 2017	 due	
to	 the	post	14th	General	Election	effect.	
The	 market	 also	 witnessed	 a	 significant	
increase	 in	 the	 issuances	 of	 unrated	
papers	 resulted	 from	 the	 removal	 of	

rating	 requirement	 for	 corporate	 bonds	
and	 Sukuk	 to	 be	 tradable	 since	 January	
2017.	

Notwithstanding	 the	 challenges	 ahead,	
the	 team	 will	 continue	 to	 focus	 on	 the	
offering	of	innovative	structured	products	
and	 to	 widen	 its	 marketing	 universe	 to	
explore	 funding	 opportunities	 that	 are	
value	 add	 to	 its	 clients	 from	 financing	
cost	and	capital	structure	perspective.	The	
team	will	also	endeavor	to	play	an	active	
role	 in	 the	 development	 of	 the	 local	
capital	markets	from	both	the	supply	and	
demand	side	of	the	space.	

For	 Equity	 Markets,	 we	 will	 continue	
with	 our	 strategy	 to	 focus	 on	 advisory	
and	equity	 raising	as	we	strengthen	our	
banking	 franchise.	 We	 hope	 to	 further	
leverage	 on	 our	 wide	 banking	 network	
to	drive	more	deal	flows	and	transactions	
for	 the	Equity	Markets	Division.	We	take	
cognizance	 that	 our	 continued	 ability	 to	
compete	in	our	business	is	dependent	on	
the	talents	and	efforts	of	our	employees.	
To	that	end,	we	have	continued	to	invest	
in	our	people’s	capabilities	to	support	our	
strategy	 of	 delivering	 a	 comprehensive	
suite	 of	 Equity	 Markets	 services	 to	 help	
our	clients	succeed.
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Our	Stockbroking	business	is	carried	out	via	our	Institutional	Sales	
and	Retail	Business	teams.	The	Institutional	Sales	desk	focuses	
on	 providing	 quality	 research,	 advisory	 and	 trade	 execution	
ideas	for	our	institutional	clients	while	our	Retail	Business	team	
offers	equity,	futures	and	option	broking	services	including	the	
provision	of	margin	financing	and	customer	service	support	on	
technical	and	corporate	action	to	individual	clients.	Our	Broking	
team	 also	 provides	 nominees	 and	 custody	 services	 to	 support	
and	complement	our	primary	businesses.

Trading	activities	were	dominated	by	local	and	foreign	institutions	
which	represented	45%	and	24%	respectively,	whilst	the	retail	
segment	was	lower	at	17%	of	the	market	in	FY2018.	Compared	
to	FY2017,	the	daily	average	value	increased	by	16%	to	RM2.6	
billion	boosted	by	better	sentiment	in	the	first	half	due	to	global	
market	recovery	after	the	United	States	election.

Financial Highlights

Fy2018 
rM000

Fy2017 
rM000

Net	Interest	Income 14,919 13,933

Non	Interest	Income 71,852 65,664

Total	revenue 86,771 79,597

PBT 32,576 29,226

The	 stockbroking	 business	 of	 HLIB	 delivered	 a	 positive	 result	
registering	 a	 9.0%	 revenue	 growth	 from	 RM79.6	 million	 in	
previous	financial	year	to	RM86.8	million	in	FY2018	and	a	11.5%	
PBT	 growth	 from	 RM29.2	 million	 in	 previous	 financial	 year	 to	
RM32.6	million	in	FY2018.	The	growth	is	mainly	due	to	higher	
market	 share	achieved	and	higher	 revenue	 contributions	 from	
our	Institutional	and	eBroking	desks.	

A	 20.5%	YoY	 increase	 in	 trading	 volume	was	 recorded	by	 the	
stockbroking	 business	 of	 HLIB	 against	 Bursa	 Malaysia’s	 16.0%	
increase	in	trading	volume	for	FY2018.	As	such,	HLIB’s	achieved	
an	 increase	 in	 net	 brokerage	 income	 of	 10.7%	 in	 FY2018.	
Brokerage	income	are	equally	from	both	Retail	and	Institutional	
segments	with	54.1%	and	45.9%	contribution	respectively.

Our	 Margin	 income	 has	 decreased	 by	 27.4%	 compared	 to	
previous	 financial	 year	 from	 lower	 margin	 drawdown	 balance	
throughout	the	current	financial	year.	

SeGMeNtaL revIew (coNtINueD)

Stockbroking Division

core activities of Stockbroking Division

The	Stockbroking	Division	of	HLIB	provides	 the	complete	 range	of	 retail	and	 institutional	 stockbroking	services,	
equity	research,	margin	financing,	nominees	and	custody	services	as	well	as	futures	and	option	broking	services.	
These	services	are	provided	through	a	network	of	a	head	office	and	3	branches	as	well	as	6	Hong	Leong	Bank	hubs	
in	Malaysia.

outlook and Moving Forward

The	Bank	will	continue	with	its	efforts	to	drive	and	improve	the	
market	 share	 in	 the	 institutional	 segment	by	engaging	 clients	
with	value	visits	and	investment	ideas.

As	 for	 the	 Retail	 Business,	 the	 Bank	 aspires	 to	 improve	 the	
ranking	by	engaging	retail	clients	with	value	trading	ideas	and	
enhance	customer	experience	with	new	digital	initiatives.	

Overall,	the	Stockbroking	business	will	remain	challenging	due	
to	the	global	trade	tension	and	interest	rate	uncertainty	coupled	
with	pressure	on	brokerage	rates	by	demand	from	institutional	
and	retail	clients.
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Our	 fund	 management	 activities	 are	 operated	 under	 HLAM,	 a	
wholly	owned	subsidiary	of	HLCB.	The	business	is	operated	under	
three	main	business	pillars	outlined	as	below:

Investment

Managing	 a	 broad	 spectrum	 of	 investment	 portfolios	 through	
equities,	fixed	income,	money	market	and	mixed	assets.

Product

Design	innovative	product	solutions	to	a	broad	range	of	private	
mandate	 and	 retail	 clientele	 and	 tailor	 made	 investment	
portfolios	 based	 on	 the	 risk	 scale	 ranging	 from	 cautious	 to	
dynamic.

Distribution

Distribute	 and	 promote	 a	 range	 of	 products	 and	 investment	
solutions	 for	private	mandate	and	 retail	 clientele	and	 to	build	
principle	 relationship	 by	 introducing	 investment	 solution	 to	
catering	to	clients‘	risk	preferences	and	return	requirements.

Financial Highlights

Fy2018 
rM000

Fy2017 
rM000

Total	revenue 34,912 27,778

PBT 12,366 8,079

HLAM	recorded	a	significant	increase	in	PBT	of	53.1%,	at	RM12.4	
million	 in	 FY2018	 from	 RM8.1	 million	 in	 previous	 financial	
year.	 The	 net	 revenue	 recorded	 has	 also	 increased	 by	 25.7%,	
at	 RM34.9	million	 from	RM27.8	million	 in	 FY2017.	 The	higher	
revenue	achieved	is	mainly	due	to	higher	net	fee	income	earned	
from	a	 larger	 average	asset	 under	management	 (“AUM”)	 size	
of	RM15.1	billion	for	FY2018	as	compared	to	RM12.3	billion	for	
FY2017.

HLAM,	 is	an	established	asset	management	company	with	more	than	20	years’	of	operating	track	record	via	a	
merger	between	HLG	Unit	Trust	Berhad,	one	of	the	pioneers	in	the	Malaysian	Unit	Trust	industry,	and	HLG	Asset	
Management	Sdn	Bhd.	HLAM‘s	business	activities	are	categorised	under	Investments,	Products	and	Distribution.	
Via	a	dedicated	team	of	fund	managers,	HLAM	offers	and	manages	a	broad	spectrum	of	investment	solutions	in	
equities,	fixed	income,	money	market	and	mixed	assets	across	segregated	assets	and	unit	trust	funds	for,	amongst	
others,	state	governments,	 insurance	companies,	endowments,	 family	offices,	corporations,	and	high	net	worth	
individuals.

The	growth	in	AUM	compared	to	the	previous	financial	year	of	
RM2.8	billion	or	22.4%	were	contributed	by	growth	accross	all	
segments	of	funds	–	money	market	funds,	fixed	income	funds,	
equity	and	balanced	funds	and	private	mandates.

achievements and awards

HLAM	has	successfully	secured	the	following	four	awards	at	the	
2018	The	Edge	|	Thomson	Reuters	Lipper	Fund	Award	ceremony:-

�	HLAM	–	Best	Group	in	Equity	(Provident)	

�	HLAM	–	Best	Group	in	Mixed	Assets	(Provident)

�	Hong	 Leong	 Growth	 Fund	 –	 Best	 Fund	 Over	 3	 Years:	 Equity	
Malaysia	Diversified	(Provident)	

�	Hong	Leong	Dividend	Fund	–	Best	Fund	Over	3	Years:	Equity	
Malaysia	Income	(Provident)

outlook and Moving Forward

We	foresee	the	Malaysian	economy	to	be	on	track	to	achieve	its	
2018	growth	 target	 of	 5.2%	despite	uncertainties	 surrounding	
the	 external	 economy	 with	 the	 global	 trade	 tension	 between	
United	 States	 and	 other	 major	 economies.	 Domestically,	 our	
internal	consumption	remains	strong	and	with	the	current	strong	
commodity	prices	especially	with	 crude	oil	 price	 above	US$70	
per	 barrel,	 this	 will	 continue	 to	 lend	 support	 to	 the	 overall	
growth	for	Year	2018.

HLAM	continue	to	work	towards	delivering	consistent	and	strong	
fund	performance.	Over	the	past	3	years,	most	of	our	funds	have	
outperformed	their	respective	benchmarks.	HLAM	believes	that	
consistency	 and	 superior	 investment	 performance	 are	 the	 key	
drivers	of	growth	for	the	business.

HLAM	 will	 continue	 to	 launch	 products	 and	 services	 to	 meet	
investors’	demand	for	retail	and	wholesale	funds	and	will	also	be	
launching	regional	and	global	funds	for	FY2019.	HLAM	will	also	
be	focusing	on	building	asset	under	management,	tapping	into	
Hong	Leong	Group’s	 resources	such	as	 the	bank	and	 insurance	
distribution	channels.
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SeGMeNtaL revIew (coNtINueD)

Fund Management and unit trust 
Management Division (continued)

outlook and Moving Forward 
(continued)

To	 support	 the	 Group’s	 initiatives	 on	
digitalisation,	 on-going	 efforts	 will	 be	
put	 in	 place	 to	 improve	 digitalisation	 of	
our	business	operations.	HLAM	is	working	
towards	increasing	our	digital	offering	by	
FY2019.

The	 fund	 management	 business	 will	
continue	 to	 grow	 through	 continued	
sales	and	marketing	efforts	and	focus	on	
delivering	 strong	 fund	 performance	 in	
FY2019.	 HLAM	 is	 constantly	 monitoring	
market	 demand	 and	 investors’	 appetite,	
and	 will	 launch	 appropriate	 funds	 at	
opportune	 times.	 Sales	 and	 marketing	
efforts	 are	 ongoing	 to	 strengthen	 our	
branding	and	presence	through	customer	
events	and	roadshows.

corporate HIGHLIGHtS

capital Structure and Borrowings

HLIB	has	on	6	November	2014	completed	
the	 first	 issuance	 of	 RM50.0	 million	
nominal	 value	 of	 Tier	 2	 Subordinated	
Notes	 (“Sub-Notes”)	 out	 of	 its	 RM1.0	
billion	 Multi-Currency	 Sub-Notes	
Programme.	 The	 RM50.0	 million		
Sub-Notes	 will	 mature	 in	 Year	 2024	
and	 is	 callable	 on	 any	 coupon	 payment	
falling	 on	 or	 after	 the	 5th	 anniversary	
of	 the	 issue	 date.	 The	 Sub-Notes	 which	
bears	 interest	 rate	 of	 5.30%	per	 annum	
is	 payable	 semi-annually	 in	 arrears.	 The	
Sub-Notes	 qualifies	 as	 Tier	 2	 capital	 for	
the	 purpose	 of	 determining	 the	 capital	
adequacy	ratio	of	HLIB.

Other	 than	 the	 issuance	 of	 the	 Sub-
Notes,	 there	 is	 no	 subsequent	 issuance	
and	HLCB	group	does	not	have	any	other	
borrowings	as	at	30	June	2018.

capital ratios and Liquidity coverage 
ratios

The	 capital	 ratio	 of	 HLIB	 has	 been	
strengthened	 from	 25.398%	 and		
29.566%	 in	 FY2017	 to	 29.115%	 and	
33.661%	 in	 FY2018	 for	 common	 equity	

Tier	 1	 (“CET	 1”)	 and	 total	 capital	 ratio	
respectively.	The	Bank’s	liquidity	coverage	
ratio	 is	 well	 above	 the	 minimum	
requirement	set	by	Bank	Negara	Malaysia	
(“BNM”)	of	90%,	which	stood	at	a	healthy	
level	of	110.13%	as	at	30	June	2018.	The	
Bank	does	not	foresee	significant	impact	
arising	 from	 the	 adoption	 of	 the	 new	
Malaysian	 Financial	 Reporting	 Standard		
9	 (“MFRS	 9”)	 to	 the	 capital	 ratio	 in	 the	
next	financial	year.

overaLL ecoNoMIc revIew aND 
outLooK oF tHe Group 

Despite	the	challenging	market	conditions	
and	operating	environment,	emphasis	will	
continue	to	be	placed	on	the	offering	of	
innovative	financing	solutions	which	has	
been	 the	 foundation	 of	 growth	 for	 HLIB	
since	 its	 inception	 in	Year	2009.	Looking	
ahead,	 we	 see	 various	 opportunities	 for	
our	business	to	grow	in	the	future	years	
especially	 in	 the	 current	 environment	
of	 expected	 increase	 in	 interest	 rates,	
uncertainties	 post	 14th	 General	 Election	
and	Government	 initiatives	 in	promoting	
the	 capital	 markets.	 We	 will	 continue	
to	 invest	 in	 our	 advisory	 and	 equity	
raising	 capabilities	 to	 grow	 our	 pipeline	
of	 business,	 while	 remaining	 mindful	
of	 market	 volatility.	 We	 will	 continue	
to	 explore	 various	 opportunities	 in	 the	
market.

The	 regulatory	 landscape	 in	 the	 region	
has	also	changed	tremendously	in	recent	
years	 resulting	 increase	 in	 regulatory	
requirements	 and	 scrutiny	 for	 financial	
institutions	 and	 this	 will	 continue	 to	
remain	as	one	of	the	challenges	for	HLCB	
Group	going	forward.	The	implementation	
of	 MFRS	 9	 in	 FY2019	 which	 requires	
higher	provisioning	requirements	as	well	
as	a	more	transparent	and	comprehensive	
disclosure	 requirements	 are	 also	 one	 of	
the	 challenges	 for	 HLCB	 Group.	 Having	
said	 that,	 the	 Group	 has	 completed	 the	
implementation	 of	 MFRS	 9	 and	 is	 ready	
for	 the	 adoption	 of	 the	 new	 accounting	
standard	in	coming	year.	

Embracing	 digital	 technology	 remains	
one	of	the	focuses	of	the	Group.	The	rapid	
transformation	of	the	digital	technologies	
in	the	business	world	and	the	society	has	
also	driven	the	Group	to	be	proactive	to	
foster	 inclusive	 growth	 and	 to	 harness	
digital	 technology	 to	 build	 an	 operating	
environment	 that	 our	 stakeholders	 have	
come	 to	 expect.	 On-going	 efforts	 will	
be	put	 in	place	 to	 improve	digitalisation	
of	 our	 businesses	 operations	 as	 well	 as	
working	 towards	 increasing	 our	 digital	
offering	 to	 our	 clients	 in	 the	 coming	
years,	 especially	 our	 Stockbroking	 and	
HLAM	business.	

Furthermore,	for	the	Group	to	continue	to	
grow	and	evolve	in	the	decades	to	come,	
we	believe	in	empowering	our	people	to	
innovate	and	deliver	the	best	value	to	our	
clients	as	well	as	the	workplace.	

apprecIatIoN

Last	but	not	least,	we	would	like	to	take	
this	opportunity	to	express	our	gratitude	
to	the	Board	of	Directors	for	their	support	
and	 guidance,	 the	 management	 and	
staff	throughout	the	HLCB	Group	for	their	
dedication	and	commitment.

Our	sincere	appreciation	also	goes	out	to	
the	 regulatory	 authorities,	 shareholders,	
customers	and	business	partners	as	well	
as	 to	 the	 community	 we	 serve	 for	 their	
continued	 faith	 and	 confidence	 in	 the	
Group.
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SUSTAINABILITy
report

our SuStaINaBILIty approacH

about this report

This	 Sustainability	 Report	 (“the	 Report”)	
covers	our	financial	year	from	1	July	2017	
to	 30	 June	 2018	 (FY2018).	 The	 Report	
has	been	produced	with	the	objective	to	
provide	clear	insights	into	the	actions	and	
approaches	 to	 business	 management,	
taking	 into	 consideration	 the	 economic,	
environmental	 and	 social	 risks	 and	
opportunities	 (“sustainability	 matters”)	
alongside	 financial	 implication	 for	 our	
stakeholders.	

Our	 Sustainability	 Report	 has	 been	
prepared	 in	 accordance	 with	 the	 Bursa	
Malaysia	 Securities	 Berhad	 (“Bursa	
Malaysia”)	 Listing	Requirements	 relating	
to	sustainability	report	and	guided	by	the	
Sustainability	 Reporting	 Guideline	 which	
outlines	 the	 sustainability	 reporting	
disclosure	 requirements	 issued	 by	 Bursa	
Malaysia.

Nine	 matters	 have	 been	 determined	 to	
be	 important	 to	 both	 our	 business	 and	
stakeholders	 via	 a	 materiality	 analysis	
and	 have	 been	 presented	 under	 three	
main	pillars	of	 sustainability	namely	 the	
Economic,	 Environmental	 and	 Social.	
The	 process	 of	 the	 identification	 of	 our	
materiality	 matters	 are	 described	 in	
page	24	below.	

reporting scope: all data in this report 
relate to all our operations in Malaysia.

the values of Hong Leong Group

The	Group	is	built	on	a	strong	heritage	of	value	creation	for	our	stakeholders	and	communities	within	which	we	operate.	Over	the	
years,	we	have	taken	a	progressive	approach	in	integrating	sustainability	into	our	businesses	towards	a	stronger	and	more	resilient	
group.	We	firmly	believe	that	the	core	values	form	its	foundation	and	framework.	Its	values	build	its	character;	they	are	the	binding	
cord	that	holds	its	people	together,	the	driving	force	towards	successful	accomplishment	of	the	Group’s	Vision.

QuaLIty
To	consistently	provide	goods	

and	services	of	the	highest	quality	
at	affordable	prices

INNovatIoN
To	nurture	and	be	committed	

to	innovation

HuMaN reSource
To	enhance	the	quality	of	human	

resources	as	the	essence	of	
management	excellence

proGreSS
To	improve	existing	operations	

and	to	position	for	expansion	and	
new	opportunities

eNtrepreNeurSHIp
To	pursue	management	vision	
and	foster	entrepreneurship

HoNour
To	conduct	business	

with	honour

uNIty
To	ensure	oneness	in	purpose,	
harmony	and	friendship	in	the	

pursuit	of	prosperity	for	all

SocIaL reSpoNSIBILIty
To	create	wealth	for	the	
betterment	of	society

HoNG LeoNG capItaL Group

our Material Matters

Innovation Managing	the	
Environmental	Footprint

Fair	Banking

Ethics	and	Integrity

Clients	Experieence

Compliance

Employee	Experience

Impact	Investing

Cyber	Security	and	
Data	Privacy

environmental Socialeconomic
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Sustainability working committee

SUSTAINABILITy
report

our SuStaINaBILIty approacH (coNtINueD)

How our Sustainability is Governed

Sustainability	at	HLCB	is	driven	by	the	highest	level	within	the	organisation:	our	Board	of	Directors.	Our	Directors	and	especially	those	
in	the	Board	Audit	and	Risk	Management	Committee	(“BARMC”)	oversee	our	sustainability	actions	and	policies,	ensuring	these	are	
in	line	with	our	corporate	values	and	ultimately	support	our	business	goals	and	vision.	At	the	working	level,	we	have	a	Sustainability	
Working	Committee	with	members	 from	various	divisions.	This	committee	 is	chaired	by	a	member	of	 the	Sustainability	Steering	
Committee	which	comprises	senior	members	of	management.	The	Sustainability	Working	Committee	will	communicate	via	in-person	
meetings	and	emails	wherever	necessary.

HLcB Sustainability reporting Governance Structure Fy2018

Sustainability Steering committee
(Chaired	by	Group	Operating	Officer	of	HLCB)

Board of Director Board audit and 
risk Management committee

Debt	Markets

Equity	Markets Stockbroking Compliance Human	Resource

Treasury	&	Markets Risk	Management Finance
Hong	Leong	Asset	

Management	Berhad

CORPORATE
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our SuStaINaBILIty approacH (coNtINueD)

How the material sustainability matters are identified

In	order	 to	present	a	 report	 that	 is	meaningful	 to	our	 stakeholders,	we	conducted	a	materiality	assessment	 to	determine	 those	
matters	that	are	important	to	both	the	Group	itself	as	well	as	our	stakeholders.	The	assessment	comprises	four	steps:

Identification
We	collated	preliminary	matters	which	we	believed	could	be	material	to	our	business	
and	our	stakeholders	through	an	analysis	of	matters	that	have	been	reported	by	
Hong	Leong	Financial	Group	(“HLFG”),	our	holding	company	as	well	as	by	looking	
into	industry	best	practice.	We	then	conducted	interviews	with	three	members	of	the	
Sustainability	Steering	Committee	including	the	Group	Chief	Operating	Officer,	the	
Chief	Financial	Officer	and	the	Chief	Risk	Officer.	We	have	also	conducted	interviews	
with	the	Group	Chief	Financial	Officer	of	our	holding	company	and	to	validate	those	
matters	and	concerns	that	are	material	to	HLCB	Group.	Through	these	interviews,	we	
were	able	to	finalise	key	matters,	opportunities	and	challenges	facing	the	Group.

1

2

3

4 Review
This	final	 step	encompasses	 feedback	 from	our	 stakeholders	as	we	believe	each	
and	every	feedback	is	valuable	to	the	Group.	From	the	feedback,	we	will	be	able	
to	further	refine	and	enhance	our	sustainability	approach	so	as	to	create	a	better	
sustainable	growth	to	the	Group.

Validation	
The	materiality	matrix	was	then	presented	to	the	Sustainability	Steering	Committee	
including	our	Group	Chief	Operating	Officer	and	BARMC,	all	of	whom	validated	the	
findings.	The	materiality	matrix	was	subsequently	highlighted	by	our	BARMC	to	the	
Board	of	Directors	for	their	concurrence.

Prioritisation
From	the	list	of	matters	that	had	been	identified	as	being	material,	the	prioritisation	
of	 the	matters	 is	 based	on	 the	 importance	of	 each	matters	 to	 the	business	 and	
stakeholders.	At	the	end	of	this	step,	a	materiality	matrix	was	plotted	indicating	the	
relative	importance	of	each	issue	to	the	Group	and	our	stakeholders.

SUSTAINABILITy
report
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our SuStaINaBILIty approacH (coNtINueD)

our Materiality Matrix

Material Matters Identified

Economic Innovation

Environmental Managing	Environmental	Footprint

Social

Fair	Banking
Ethics	and	Integrity
Client	Experience
Compliance
Cyber	Security	and	Data	Privacy
Employee	Experience
Impact	Investing

¹	 “Concern	to	stakeholders”	is	defined	as	the	importance	of	sustainability	matters	to	the	stakeholders
²	 “Significance	to	Business”	is	defined	as	the	importance	of	the	sustainability	matters	to	the	businesses	of	HLCB	Group

Most	Important

Very	Important

Important

Legend

Very ImportantImportant Most Important

Significance To Business²
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Impact Investing

Managing the
Environmental

Footprint

Innovation

Fair Banking

Client Experience

Cyber Security and Data Privacy

Ethics and Integrity

Compliance

Employee Experience
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our SuStaINaBILIty approacH (coNtINueD)

about our Material Matters

Material Matters Definition of Material Matters

Innovation 
 
 
 

Innovation	 is	 one	 of	 our	 key	 competitive	 drivers	 in	 creating	 business	 value	 for	 the	 Group.	 We	
constantly	evolve	with	market	conditions	to	bring	innovative	solutions	to	meet	the	changing	needs	
and	objectives	of	our	customers.

Managing the  
environmental 
Footprint 
 

We	endeavor	to	improve	the	sustainability	of	the	business	by	reducing	its	impact	on	the	environment	
and	preserving	natural	resources	while	saving	cost.

Fair Banking 
 
 
 

We	adopt	a	high	standard	of	care	to	ensure	our	clients	receive	products	and	services	that	meet	their	
needs	and	improve	their	financial	well-being,	as	our	focus	towards	creating	a	sustainable	value	to	
the	Group.

ethics and Integrity 
 
 
 

We	expect	our	employees	to	adhere	to	the	values,	principles,	standards	and	norms	of	behavior	as	
outlined	in	the	Code	of	Conduct	as	well	as	the	Standard	of	Operating	Policies	and	Procedures	of	the	
respective	departments.

client experience Active	engagements	with	our	clients	enable	us	to	identify	financing	gaps	and	structure	solutions	
according	 to	 customer’s	 need	 while	 delivering	 services	 that	 build	 trust.	 Continuous	 client	
engagements	 also	 provide	 us	with	 first	 hand	 updates	 and	 insights	 on	 our	 clients’	 business	 and	
operating	 environment	 allowing	 us	 to	 quickly	 address	 any	 adverse	 effects	 or	 concerns	 in	 our	
operating	environment.

compliance Compliance	to	local	regulations	and	other	core	operational	regulations	(e.g.	Companies	Commission	
of	Malaysia	(“CCM”),	Bursa	Malaysia	and	Bank	Negara	Malaysia	(“BNM”)	regulations,	Personal	Data	
Protection	Act,	Anti-Money	Laundering,	Anti-Terrorism	Financing	and	Proceeds	of	Unlawful	Activities	
Act	(“AMLA”),	etc.)	helps	to	show	the	ability	of	management	to	ensure	that	operations	conform	to	
certain	performance	parameters.	We	are	striving	towards	zero	breaches	of	regulatory	requirements.

cyber Security  
and Data privacy 
 
 

We	strive	to	protect	the	confidentiality	of	the	information	of	our	clients,	business	counterparts	and	
any	other	parties	by	taking	various	measures	and	procedures	in	maintaining	appropriate	physical,	
electronic	and	procedural	safeguards	to	meet	the	requirements	under	the	Personal	Data	Protection	
Act	and	Personal	Data	Protection	Code	of	Practice	for	the	Banking	and	Financial	Sector.

employee  
experience 
 
 

We	aim	to	build	a	competitive,	engaged,	knowledgeable	and	professional	workforce.	We	inspire	to	
cultivate	high	performing	teams	to	drive	and	deliver	world-class	business	outcomes.

Impact Investing 
 
 
 

We	recognize	that	our	lending	and	investing	practices	have	a	significant	impact	on	the	environment	
and	society	and	strive	to	promote	sustainable	development	in	our	policies.
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�	 Bursa – HLIB Stratum Focus Series I:	
Healthcare	

�	 Bursa – HLIB Stratum Focus Series II:	
Malaysia	Energy	Sector	–	Powering	the	
Future

�	 Bursa – HLIB Stratum Focus Series III:		
Fintech

�	 Bursa – HLIB Stratum Focus Series Iv:	
E-Commerce,	Reinventing	Retailing

�	 Bursa – HLIB Stratum Focus Series v:	
Tourism/Healthcare	Tourism	

�	 Bursa – HLIB Stratum Focus Series vI:		
Oil	and	Gas	–	Rising	from	the	Turmoil

ecoNoMIc

Innovation

Innovation	 is	 one	 of	 the	 key	 competitive	 drivers	 in	 creating	
business	value	as	well	as	a	key	success	factor	for	the	Group	to	
progress	further	in	the	competitive	market	place.	We	constantly	
evolve	 with	 market	 conditions	 to	 bring	 innovative	 solutions	
to	meet	the	changing	needs	and	objectives	of	our	clients.	The	
Group	 also	 works	 closely	 with	 Group	 Information	 Technology	
and	vendors	to	meet	the	needs	of	our	clients	in	order	to	ensure	
clients	satisfaction	and	retention.

The	Group	encourages	innovation	in	every	level	of	our	business:	
people,	 process,	 products	 and	 services.	 Our	 employees	 are	
trained	to	keep	abreast	of	the	trends	and	developments	in	the	
investment	banking	industry	and	encouraged	to	brainstorm	with	
the	management	with	the	aim	to	provide	innovative	tailor-made	
solutions	and	new	ideas	that	meet	our	client’s	needs.	We	believe	
in	empowering	our	people	to	innovate	to	improve	the	processes	
and	procedures	in	line	with	the	advancement	of	the	digital	trends	
in	order	to	provide	prompt	response	and	deliver	the	best	value	
to	our	clients	as	well	as	workplace.	HLIB	as	an	award	winning	
financial	solutions	provider,	is	constantly	evolving	with	the	ever	
changing	 market	 conditions	 to	 bring	 innovative	 solutions	 to	
meet	the	prevailing	needs	and	objectives	of	our	clients.

Throughout	 the	 years,	 there	 are	 various	 innovated	 initiatives	
carried	out	by	 the	 three	main	business	 segments	within	HLCB	
Group.	 These	 business	 segments	 are	 the	 Investment	 Banking	
division	and	Stockbroking	division	managed	under	HLIB	and	the	
Fund	Management	and	Unit	Trust	Management	managed	under	
HLAM.

Our	 Investment	Banking	division	adopted	a	more	client-centric	
approach	 to	 create	 differentiated	 client	 value	 propositions	
that	address	specific	needs	of	the	clients	as	well	as	focuses	on	
developing	niche	or	distinctive	capabilities	in	a	chosen	industry.	In	
order	for	the	Investment	Banking	division	to	remain	competitive,	
the	team	constantly	strives	to	provide	innovative	products	and	
services	 to	 our	 clients.	 Regular	 brainstorming	 sessions	 are	
implemented	 when	 formulating	 innovative	 structures	 for	 our	
clients.	Our	Debt	Markets	has	also	structured	the	first	ever	Islamic	
Basel	III	compliant	AT-1	issuance	by	an	Islamic	bank	in	Malaysia	
in	Year	2017.	This	is	most	measurable	testimony	of	our	market	
share	in	the	Debt	Markets	space.	

The	rapid	transformation	of	the	digital	technologies	in	the	business	
world	and	the	society	has	also	driven	our	Retail	Business	in	the	
Stockbroking	Division	to	continue	to	embrace	digital	technologies	
which	 provides	 greater	 flexibility	 to	 the	 clients	 by	 introducing	
various	digital	value	added	services	throughout	the	years.	One	of	
the	many	initiatives	is	the	introduction	of	the	push	notifications	
on	 corporate	 action	 and	 portfolio	 announcements	 via	 mobile	
phones	 to	 ensure	greater	 accessibility	 to	 the	 information.	 This	
new	feature	has	been	 rolled	out	at	 the	end	of	Year	2017	and	
we	have	been	receiving	positive	feedback	on	the	new	feature	
from	 the	 clients.	 Another	 innovated	 idea	 is	 the	 introduction	
of	 the	 Virtual	 Trading	 Portfolio	 which	 has	 also	 been	 launched	
in	 January	 2018.	 The	 objective	 of	 bringing	 the	 Virtual	 Trading	
Portfolio	to	the	clients	is	to	enable	clients	to	monitor	and	track	
the	markets	performance	and	the	share	prices	of	the	portfolio	of	
stocks	recommended	by	our	Research	analysts	via	our	e-Broking	
website.	 Apart	 from	 the	 Virtual	 Trading	 Portfolio	 feature,	 the	
Retail	Business	have	also	introduced	a	special	product	bundling	
to	cross	sell	all	retail	products	such	as	equity,	foreign,	derivatives	
and	share	margin	financing	at	lower	brokerage	rates.	

Apart	from	digital	innovation,	equipping	our	clients	with	sound	
knowledge	on	various	sectors	of	the	industry	remains	one	of	our	
focus	areas.	There	have	been	a	number	of	programs	rolled	out	
in	the	recent	years	by	the	Institutional	Sales	under	Stockbroking	
division	such	as	collaborating	with	Bursa	Malaysia	in	organising	
seminars	 or	 talks	 which	 focus	 on	 different	 sectors	 offered	 to	
the	corporate	clients.	The	program	is	held	half	yearly	and	each	
program	 focus	 on	 different	 sectors	 and	 subject	 to	 investors’	
favorite	 themes	 with	 the	 expectation	 to	 garner	 interest	 from	
institutional	 investors	 who	 seek	 to	 be	 ahead	 of	 the	 curve	 by	
identifying	 potential	 investment	 trends,	 as	 well	 as	 potential	
stocks	 that	 will	 be	 the	 greatest	 beneficiaries	 of	 demographic	
trends.	Thus	 far,	 six	series	of	events	have	been	rolled	out	and	
relevant	 topics	 or	 trends	 will	 vary	 in	 order	 to	 necessitate	 the	
market	needs.	The	six	conducted	events	are:
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Innovation (continued)

The	 team	 continues	 to	 strengthen	 the	
tied	up	with	Bursa	Malaysia	on	organizing	
the	 Bursa	 -	 HLIB	 Stratum	 Focus	 events	
with	 Series	 VII	 to	 be	 held	 in	 November	
this	 year.	 During	 the	 events,	 the	 Policy	
makers,	 regulators,	 related	 industry	
champion	and	 specialist	 are	also	 invited	
to	 encompass	 the	 entire	 eco	 system	 of	
the	 chosen	 sector.	 By	 engaging	 various	
industry	specialists,	we	are	able	to	have	
the	 statistic	 and	 global	 outlook	 of	 the	
specific	 industry.	 The	 specialists	 are	 also	
able	to	share	the	data	and	information	on	
the	 global	 platform	 with	 respect	 to	 the	
industry	 competition,	 the	 risk	associated	
and	the	available	opportunities.	

Additionally,	the	team	also	works	closely	
with	 our	 Research	 team	 on	 thematic	
visits	 such	 as	 Malacca	 Healthcare,	 Johor	
Property,	 Sime	 Darby	 Plant,	 Auto	 and	
Green	 Technology,	 Kuala	 Lumpur	 Reits,	
Connect	 Tech	 Singapore	 and	 Penang	
Semi	 Conductor.	 As	 most	 of	 the	 visits	
will	 provide	 a	 better	 understanding	 of	
the	 technical	 and	 operational	 aspects	
on	 the	 investee	 companies,	 our	 clients	
will	 have	 the	 advantage	 in	 gain	 better	
understanding	on	the	challenges,	strength	
and	weakness	of	the	companies.

HLIB	joined	the	Malaysia	Gas	Association	
(“MGA”)	as	a	member	to	offer	our	clients	a	
different	level	of	service	and	enhance	the	
outside-the-box	 thinking	 of	 our	 teams.	

Through	our	membership,	HLIB	is	able	to	
receive	 first	 hand	 news	 and	 findings	 in	
regards	 to	 the	 oil	 and	 gas	 industry	 and	
through	 that,	 our	 clients,	 analysts	 and	
fund	 managers	 are	 able	 to	 have	 direct	
access	 to	 their	 exclusive	 industry	 talks	
as	well	 as	allowing	 them	 to	networking	
with	 the	 senior	 management	 of	 the	 oil	
and	 gas	 companies.	 The	 collaboration	
with	MGA	has	also	given	the	opportunity	
for	HLIB	to	 invite	our	clients	 for	a	 forum	
session	 with	 Minister	 of	 Energy,	 Science	
and	 Environment	 and	 Industry	 players.	
HLIB	 has	 also	 been	 constantly	 engaged	
with	 government	 authorities	 such	 as	
Malaysian	 Investment	 Development	
Authority	 (“MIDA”),	 Ministry	 of	
International	Trade	and	Industry	(“MITI”),	
Malaysia	 External	 Trade	 Development	
Corporation	(“MATRADE”),	BNM,	Malaysia	
Gas	 Association,	 Securities	 Industry	
Development	 Corporation	 (“SIDC”)	 and	
many	more	to	fulfill	clients’	demands	to	
cater	 for	 sectoral	 and	 specific	 industry	
outlook	and	beyond.	All	the	above	gives	
us	 a	 value	 added	 advantage	 over	 our	
peers	in	providing	opportunity	for	access	
to	industry	players.	

Additionally,	 the	 Institutional	Sales	 team	
also	 stepped	 up	 efforts	 in	 keeping	 fund	
management	informed	in	areas	of	macro	
policies	 such	 as	 trade	 tension	 between	
United	States	and	other	major	economies,	
domestic	 political	 changes	 and	 related	
macro	policy	shifts,	 interest	movements,	
etc	 as	 well	 as	 equity	 market	 direction	
and	 stock	 ideas.	 These	 were	 achieved	
via	 presentations	 and	 company	 visits.	

The	 team	 also	 continued	 its	 effort	 in	
upgrading	 trading	 and	 reporting	 system	
to	interface	with	the	clients’	system	and	
to	be	able	to	stay	connected	and	expedite	
trading	process.

eNvIroNMeNtaL

Managing the environmental Footprint 

We	endeavor	to	improve	the	sustainability	
of	the	business	by	reducing	its	impact	on	
the	 environment	 and	 preserving	 natural	
resources	 while	 saving	 cost.	 We	 believe	
that	managing	our	environmental	footprint	
we	 can	 support	 the	 business	 efficiently,	
operationally	and	financially.

Our	 headquarter	 previously	 located	 at	
Menara	 HLA,	 Jalan	 Kia	 Peng	 and	 one	 of	
our	branch	previously	 located	at	Menara	
LGB,	 Taman	 Tun	 Dr.	 Ismail	 have	 been	
relocated	 to	 Menara	 Hong	 Leong,	 Bukit	
Damansara	 during	 the	 FY2018.	 Menara	
Hong	 Leong	 is	 a	 building	 that	 complies	
with	the	Green	Building	 Index	(GBI)	and	
Leadership	 in	 Energy	 and	 Environmental	
Design	(LEED)	ratings.

We	have	also	embarked	on	an	 initiative	
together	 with	 our	 holding	 company,	
Hong	 Leong	 Financial	 Group	 (“HLFG”)	
to	 produce	 our	 Annual	 Report	 using	
recycled	and	Forestry	Stewardship	Council	
-	 certified	 paper	 since	 FY2016.	 We	 have	
also	 significantly	 reduced	 the	 number	
of	 full	 Annual	 Reports	 produced	 since	
FY2016	 and	 replaced	 with	 an	 abridged	
Annual	 Report	 with	 the	 objective	 to	
reduce	 paper	 consumption.	 Apart	 from	
that,	 monitoring	 of	 the	 volume	 of	
printings	 by	 each	 department	 has	 been	
put	 in	 place.	 Alerts	 will	 be	 sent	 to	 the	
respective	departments	if	the	volumes	of	
the	printings	are	considered	high.	

On	energy	consumption,	we	consistently	
promotes	energy	conservation	within	the	
organisation	by	sending	email	reminders	
to	all	employees	 to	switch	off	 the	 lights	
and	 air-conditioning	 before	 leaving	
the	 offices.	 With	 continuous	 efforts	 on		
energy	conservation,	we	have	successfully	
reduced	the	energy	consumption	in	ringgit	
value	by	15.8%	in	FY2018	as	compared	to	
the	last	financial	year.
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Managing the environmental Footprint (continued)

energy consumption of the Group for Fy2017 and Fy2018

Fy2017 
rM000

Fy2018 
rM000

variance 
rM000

Fuel	consumption 37 35 (2)

Electricity	consumption 565 472 (93)

total energy consumption 602 507 (95)

The	monitoring	of	the	electricity	consumption	and	fuel	consumption	from	the	Group’s	
company	owned	vehicles	in	kilowatt-hours	(kWh)	and	litres	respectively	commenced	
from	FY2017	onwards.	Prior	to	that,	we	measure	and	monitor	the	usage	in	ringgit	value.	
We	will	continue	to	collect	the	energy	consumption	data	in	kWh	and	litres	going	forward	
in	order	to	improve	our	monitoring	approach.	

We	are	of	the	view	that	even	though	financial	institutions	might	not	have	significant	
direct	impact	on	the	environment,	we	believe	that	every	little	contribution	and	effort	
helps	improve	the	environment	footprint	over	the	long-term.	Hence,	we	will	continue	
to	 contribute	 in	every	way	we	could	and	operate	 in	an	environmentally	 sustainable	
manner	with	the	aim	to	build	a	healthier	and	better	environment	for	tomorrow.

SocIaL

Fair Banking 

We	 are	 committed	 in	 conducting	 business	 with	 honor	 and	 fairness	 by	 delivering	
services	of	the	highest	quality	at	reasonable	prices	for	our	clients	and	it	is	important	
that	our	clients	trusts	the	products	and	services	that	we	provide.	In	sustaining	such	a	
commitment,	all	employees	are	guided	by	the	Hong	Leong	Group	including	the	Group’s	
corporate	mission	and	code	of	ethics	adopted	from	regulations	and	best	practices	such	
as	BNM’s	Code	of	Ethics	and	Code	of	Conduct	for	Malaysia	Wholesale	Financial	Markets,	
and	all	other	policies	set	out	by	Securities	Commission	Malaysia,	Bursa	Malaysia	and	
BNM.	The	code	of	ethics	and	best	practices	covers,	amongst	others	conflict	of	interest,	
insider	dealing,	misuse	of	position	and	information,	market	manipulation,	confidentiality	
of	communication	and	transactions	as	well	as	fair	and	equitable	treatment	 including	
anti-bribery.	Hence,	 all	 employees	of	 the	Group	 should	never	 take	unfair	 advantage	
of	 anyone	 through	 manipulation,	 concealment,	 abuse	 of	 confidential	 information,	
misrepresentation	of	material	facts,	or	any	other	unfair-dealing	practice.	Our	Compliance	
team	plays	an	important	role	in	ensuring	the	adherence	of	all	employees	to	the	relevant	
code	of	conducts	and	policies	and	procedures.	

In	 addition	 to	 governance	 by	 the	 regulators,	 all	 employees	 are	 required	 to	 sign	
and	abide	by	an	 internal	 Code	of	 Conduct	 upon	 commencement	of	 employment.	 In	
addition,	employees	must	also	abide	by	the	department	specific	code	of	conduct	that	is	
embedded	in	the	Standard	Operating	Policies	and	Procedures.	There	is	also	an	informal	
internal	code	of	conduct	that	emphasized	on	integrity	and	honesty	which	are	always	
upheld	by	our	team	in	carrying	out	their	duties	in	all	areas.	

All	 deals	 are	 designed	 and	 executed	
according	 to	 clients’	 specifications,	
needs	 and	 allocation.	 No	 favoritism	 is	
practiced	 within	 the	 organisation.	 The	
scope	 of	 work,	 pricing	 or	 fees,	 terms	
and	 conditions	 and	 any	 risk	 associated	
with	 the	deals	 are	 transparently	 set	 out	
to	 the	 clients	 in	 written	 documents	 and	
are	 always	 mutually	 agreed	 between	
both	 parties.	 Where	 pricing	 are	 subject	
to	 market	 forces,	 indicative	 pricing	 and	
mechanism	for	final	determination	of	the	
prices	will	be	also	be	stated	to	ensure	our	
customer	 is	 fully	 aware	 of	 our	 level	 of	
commitment.	

As	 for	 the	 asset	 management	 business,	
best	efforts	are	put	in	place	to	ensure	all	
information	 are	 properly	 communicated	
or	 made	 known	 to	 stakeholders.	 The	
fees	 sharing	 and	 commission	 structure	
are	 communicated	 to	 the	 distribution	
channels	and	business	partners	prior	to	the	
distribution	 of	 the	 funds.	 The	 customers	
of	the	Institutional	Unit	Trust	Advisers	and	
agents	will	be	made	known	on	the	fees	
and	charges,	type	of	products	as	well	as	
the	risk	associated	with	each	product	via	
the	fund’s	prospectus,	information	memo	
and	product	highlight	sheets.	

Adopting	 high	 standard	 of	 care	 to	
ensure	 our	 customers	 receive	 products	
and	 services	 that	 meet	 their	 needs	 and	
improve	 their	financial	well-being	 is	our	
focus	 towards	 creating	 a	 sustainable	
value	to	the	Group.	
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SocIaL (coNtINueD)

ethics and Integrity

We	are	committed	 to	serve	our	clients	and	operating	ethically	
with	high	integrity	in	helping	our	clients	improve	their	financial	
well-being	 as	 well	 as	 building	 a	 trusted	 reputation	 with	 our	
stakeholder.	

All	our	employees	are	required	to	sign	the	Code	of	Conduct	and	
Ethics	upon	commencement	of	employment	and	a	copy	is	given	
to	the	employees	for	their	reference.	All	employees	are	expected	
to	 adhere	 to	 the	 values,	 principles,	 standards	 and	 norms	 of	
behavior	 as	 outlined	 in	 the	 Code	 of	 Conduct	 as	 well	 as	 the	
Standard	of	Operating	Policies	and	Procedures	of	the	respective	
departments.	 The	 Group’s	 Code	 of	 Conduct	 and	 Ethics	 also	
provides	guidance	on	the	policy	on	entertainment	and	gifts	 to	
address	risk	related	to	corruption	and	ensure	fair	dissemination	
of	business	or	research	information.	Segregation	of	duties	such	
as	 having	 different	 sales	 dealer	 and	 execution	 dealer	 is	 also	
practiced	in	the	Group	to	ensure	non	conflict	of	interest.	

client experience

Active	 engagements	 with	 our	 clients	 enable	 us	 to	 identify	
financing	 gaps	 and	 structure	 solutions	 according	 to	 client’s	
need	 while	 delivering	 services	 that	 build	 trust.	 Continuous	
client	engagements	also	provide	us	with	first	hand	updates	and	
insights	on	clients	business	and	operating	environment	allowing	
us	to	quickly	address	any	adverse	effects	of	strains	in	our	clients’	
operating	environment.	A	positive	client	experience	is	at	utmost	
important	to	contribute	to	the	branding	and	the	sustainability	of	
the	Group.	The	rapid	pace	of	digitalisation	has	also	changed	the	
expectation	of	our	clients.	

The	Asset	Desk	of	our	Stockbroking	Division	has	been	actively	
installing	the	front	line	trading	programs	which	facilitate	clients’	
trades’	 execution	 and	 consolidation	 of	 all	 trades	 executed	
during	the	day	to	ease	the	day	end	reporting	purposes	with	the	
objective	to	enhance	clients	experience	with	us.	

Generally,	 allocation	 of	 businesses	 to	 the	 Group	 is	 very	 much	
dependent	on	clients’	satisfaction	from	all	aspects	including	the	
type	of	services	offered,	value	added	services	such	as	programs	
in	enhancing	clients’	knowledge,	research	ideas	and	efficiencies	
and	 effectiveness	 of	 trades’	 executions.	 There	 are	 different	
modes	of	evaluation	from	different	group	of	clients.	Some	of	the	
clients	perform	evaluation	by	assigning	rating	to	HLIB’s	services	
on	either	quarterly	or	bi-annually	while	others	are	via	informal	
clients’	 feedback	 obtained	 through	 discussions	 or	 during	 the	
course	of	clients’	engagement	especially	for	Investment	Banking	
business.	Thus	far,	we	have	not	received	any	formal	complaint	
on	 the	 products	 and	 services	 provided	 to	 clients	 which	 are	
something	that	the	Group	takes	pride.	

Moving	 forward,	 the	 Group	 will	 focus	 in	 organizing	 more	
relevant	seminars	in	collaboration	with	external	parties	such	as	
rating	agencies	or	the	regulators	with	the	objectives	to	enhance	
clients’	experience	and	continue	to	equip	our	clients	with	sound	
knowledge.	The	Group	will	also	look	into	fine	tuning	the	informal	

feedback	approach	to	be	in	line	with	the	digital	trends	to	ensure	
more	timely	response	and	to	deepen	our	relationship	with	our	
clients.

compliance 

The	regulatory	landscape	in	the	region	has	changed	tremendously	
in	 recent	years	 resulting	 in	 increasing	 regulatory	 requirements	
and	 scrutiny.	As	 a	financial	 institution,	we	embrace	 regulatory	
intent	 to	 create	 sound	and	secure	businesses.	 To	 this	end,	we	
embed	regulatory	compliance	into	the	processes	and	values	of	
our	day-to-day	operations.	

We	are	striving	towards	zero	breaches	or	violation	of	regulatory	
requirements.	 In	 recent	 years,	 we	 have	 continued	 to	 ensure	
controls	 are	 in	 place	 in	 all	 areas	 of	 operations	 to	 ensure	 no	
breaches	occur	as	well	as	to	enhance	our	regulatory	compliance	
capacity	within	the	Group.	Various	compliance	related	trainings	
have	 been	 provided	 to	 employees	 of	 the	 Group	 throughout	
FY2018	such	as	 training	on	AMLA.	The	objectives	of	 the	AMLA	
training	are	to	create	awareness	amongst	employees	on	AMLA	
legislation	and	regulatory	guideline	derived	from	it	and	to	create	
an	 understanding	 on	 the	 impact	 of	 money	 laundering	 and	
terrorist	financing	to	the	Group.	

Thus	 far,	 HLCB	 group	 did	 not	 incur	 fines	 for	 non-compliance	
with	 laws	 and	 regulations	 concerning	 the	 provision	 and	 use	
of	 products	 and	 services	 during	 FY2018.	 We	 will	 continue	 to	
enhance	and	improve	our	Compliance	structure	and	controls	as	
we	believe	good	conduct	of	the	Group	will	eventually	bring	the	
Group	towards	a	more	sustainable	position	in	the	market.

cyber Security and Data privacy 

As	 the	 Group	 is	 operated	 on	 a	 highly	 regulated	 environment	
coupled	with	the	increasing	risk	of	cyber-attack,	the	Group	takes	
a	serious	stand	in	protecting	our	Information	Technology	(“IT”)	
networks	 and	 the	 confidentiality	 of	 the	 information	of	 clients,	
business	 counterparts	 and	 any	 other	 parties	 by	 taking	 various	
measures	 and	 procedures	 including	 maintaining	 appropriate	
physical,	 electronic	 and	 procedural	 safeguards	 to	 meet	 the	
requirements	 under	 the	 Personal	 Data	 Protection	 Act	 2013	
(“PDPA”)	and	Personal	Data	Protection	Code	of	Practice	for	the	
Banking	and	Financial	Sector.

The	requirements	of	the	PDPA	have	been	put	in	place	and	it	is	
a	mandatory	 requirement	 for	all	employees	 to	attend	 internal	
trainings	on	PDPA	and	confidentiality	organised	by	the	Group	to	
create	awareness	among	the	employees	on	the	 importance	of	
protecting	the	privacy	of	customer’s	personal	data	for	individuals	
and	 prevent	 abuse	 of	 personal	 data	 for	 commercial	 purpose.	
Customer	confidentiality	requirements	are	also	imbedded	in	the	
Material	Information	Policy,	relevant	forms	and	documents.	We	
also	communicated	our	Privacy	Notice	to	our	customers	through	
various	mode	of	communication,	including	by	posting	the	Privacy	
Notice	on	our	website.

Throughout	FY2018,	there	are	no	significant	complaints	received	
pertaining	 to	 breaches	 of	 customer	 privacy	 and	 losses	 of	
customer	data.	
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cyber Security and Data privacy 
(continued)

In	 relation	 to	our	management	of	 cyber	
security,	 our	 Group	 IT	 is	 guided	 by	 the	
Cyber	 Security	 Policy	 which	 defines	 the	
following:

I.	 The	 roles	 and	 responsibilities	
of	 the	 Board	 of	 Directors	 and	
management	in	the	oversight	and	
management	of	cyber	risk;

II.	 Identify	 the	 requirement	 for	
managing	cyber	risk;	and

III.	Highlight	 the	 reporting	
requirements	to	the	regulators.

In	 the	 event	 of	 any	 security	 related	
incidents,	 the	 team	 is	 guided	 by	 the	
Security	 Incident	 Response	 Procedures	
which	 outlines	 the	 procedures	 in	
implementing	 proactive	 measures	 to	
reduce	 the	 impact	 of	 a	 security	 related	
incident	 and	 to	 achieve	 the	 following	
objectives:	

I.	 Systematic	 response	 to	 incident	
in	 minimizing	 or	 mitigating	 of	
loss	 of	 confidentially,	 integrity	
and	availability	of	mission	critical	
information	and	systems;

II.	 Improve	 turnaround	 time	 for	
escalation	of	incident	and	minimize	
disruption	 of	 critical	 computing	
services	and	operations;	and

III.	Ensure	 quick	 and	 efficient	
recovery	 from	 incidents	 and	
ensure	 all	 necessary	 steps	 to	
preserve	evidence,	 record,	 report	
and	 incident	 management	 are	
properly	being	carried	out.

There	are	various	initiatives	bring	carried	
out	 throughout	 the	 years	 to	 prevent	
cyber-attack	and	enhance	cyber	security.	
Amongst	 the	 initiatives	 are	 installations	
of	antivirus	software	on	the	workstations	
and	devices	to	prevent	uninvited	threats	
from	 emails	 and	 external	 storage	 or	
through	the	network,	implementation	of	

file	encryption	protection	on	all	files	retrieved	from	the	workstation,	and	controls	on	the	
accessibility	of	data	retrieved	from	the	workstation.	USB	port	access	is	not	permitted	
for	all	desktops	and	laptops	and	approval	is	required	for	any	request	of	USB	port	access.	

Apart	 from	 that,	 the	Group	 is	of	 the	view	 that	equipping	employees	with	adequate	
knowledge	 and	 awareness	 of	 cyber	 security	 is	 equally	 important.	 Cyber	 security	
awareness	program	is	conducted	internally	within	the	Group	annually	to	address	the	
rapid	 and	 ever-changing	 data	 security	 threat	 environment.	 The	 programs	 provide	
the	 education,	 monitoring	 and	 on-going	 maintenance	 of	 security	 awareness	 within	
the	Group.	The	employees	will	also	be	updated	regularly	on	the	latest	information	in	
regards	to	security	threats	via	emails.	

Moving	forward,	we	will	continue	to	maintain	and	update	our	policies,	procedures	and	
processes	where	necessary	to	protect	the	security	of	our	assets	as	we	recognise	that	a	
breach	of	information	security	could	expose	to	the	Group	to	significant	damages	to	our	
reputation,	disruption	of	operations	and	financial	losses.	The	rapid	transformation	of	the	
digital	technologies	in	the	business	world	has	driven	the	Group	to	constantly	monitor	
the	market	changes	to	see	how	it	can	be	incorporated	into	the	organisation.	

employee experience 

The	employees	are	the	key	driving	force	of	the	Group	in	achieving	its	goals.	Our	aim	
is	to	build	a	competitive,	engaged,	knowledgeable	and	professionalism	workforce.	We	
are	inspired	to	cultivate	high	performing	team	to	drive	and	deliver	world-class	business	
outcomes	by	understanding	the	demand	of	the	workforce.

Demographic of the organisation’s work force

Description Fy2017 Fy2018

By category
Executive
Manager
Senior	Manager	and	Head	of	Department

256
137
39	

264
139
39	

total number of employees 432 442

By age Group
Under	30	years	old		
30	–	50	years	old	 	
Over	50	years	old	 	

107
256
69	

131
238
73	

total number of employees 432 442

By Gender
Female	 	
Male	 	

238
194

251
191

total 432 442

In	2016,	we	 introduced	 the	HiPo	program	 (“High	Potential”)	program	as	one	of	our	
initiatives	under	the	talent	management	strategy.	The	program	aims	to	build	a	strong	
succession	pipeline	of	bright	and	skilled	future	leaders	and	maintain	a	high	retention	
rate	for	the	sustainability	of	the	Group’s	future.	

Additionally,	 HLCB	 Talent	 Incubator	 Program	 (Management	 Trainee)	 program	 was	
introduced	with	the	aim	to	propel	passionate,	engaged	and	aspirated	young	talents.	
Since	then,	there	were	seven	management	trainees	successfully	developed	from	the	
program	and	currently	holding	important	job	positions	at	HLCB.	
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SocIaL (coNtINueD)

employee experience (continued)

Besides,	as	part	of	the	talent	management	program	to	drive	company’s	workforce	to	
achieve	high	level	of	professionalism,	HLCB	has	developed	a	Competency	Structure	for	
each	category	of	employee.	The	Competency	Structure	defines	the	skills	and	knowledge	
requires	for	successful	job	performance	at	all	levels.	We	derive	the	structure	based	on	
expected	 traits	 and	 demand	 in	 upcoming	 market	 workforce	 specifically	 for	 Head	 of	
Department,	People	Manager	and	Contributor.

HLCB	is	an	equal	opportunities	employer	and	operate	on	the	basis	of	hiring	and	nurturing	
the	best	talent	available	irrespective	of	race,	gender	or	cultural	affiliation.	The	Group	
has	a	balance	gender	representation	within	the	workforce	where	female	represent	55%	
and	male	represent	45%	of	the	total	workforce.	This	is	a	clear	indication	of	our	staunch	
belief	in	gender	equality,	based	on	merit,	and	of	our	commitment	to	provide	both	men	
and	women	the	same	opportunities	for	career	advancement.

composition of female and male employees by category

Fy2017 Fy2018

Number of employees % Number of employees %

executive
Female
Male

151
105

59%
41%

163
101

62%
38%

total 256 100% 264 100%

Manager
Female
Male

72
65

53%
47%

73
66

53%
47%

total 137 100% 139 100%

Senior Manager and 
Head of Department
Female
Male

	

15
24

	

38%
62%

	

15
24

	

38%
62%

total 39 100% 39 100%

During	FY2018,	our	Human	Resources	team	has	successfully	brought	in	89	new	employees	for	business	expansion	and	as	replacement	
headcount.	The	number	of	new	hires	has	increased	by	24%	from	72	new	hires	in	last	financial	year.	

total number of new employee hires

New Hires Fy2017 Fy2018

By age Group
Under	30	years	old		
30	–	50	years	old		 	
Over	50	years	old	 	

55
17

-	

64
23
2	

total number of new hires 72 89

By Gender
Female	 	
Male

41
31

62
27

total number of new hires 72 89
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�	 Soft Skills program 
•	 Covers	leadership	and	interpersonal	skills

�	 Functional Skills program
•	 Covers	trainings	pertaining	to	Stockbroking,	Stock	Evaluation,	

Financial	Analysis	and	many	more

�	 programs on industry insights
•	 Covers	Digital	Economy,	Blockchain	and	Financial	Technology	

�	 computer skills program	
•	 Covers	on	enhancing	employee	skills	in	Microsoft	Excel	and	

Microsoft	Word

SocIaL (coNtINueD)

employee experience (continued)

training and education

A	rapidly	changing	world	in	the	finance	industry	driven	by	technology	advancement,	
digitalised	economy	and	competitive	market	 conditions	has	 impacted	 the	 traditional	
business	models	and	the	existing	talent	landscape.

We	continue	to	invest	an	average	of	RM2	million	per	year	to	foster	a	continuous	learning	
culture	 to	 ensure	 that	 our	 workforce	 remains	 relevant	 and	 competent	 in	 facing	 the	
dynamic	world.	

Throughout	FY2018,	our	employees	of	all	levels	from	executive	to	head	of	departments	
are	offered	to	participate	in	various	additional	training	and	self-development	programs.	
Amongst	the	trainings	provided	are:

a conducive working environment

We	 continuously	 strive	 to	 provide	
an	 involved	 and	 conducive	 working	
environment	 at	 HLCB.	 Our	 yearly	 team	
building	 activities	 involve	 all	 levels	 of	
employees	 to	 build	 trust,	 collaboration	
and	 team	 bonding.	 In	 November	 2017,	
we	 organised	 a	 team	 bonding	 program	
called	 the	 Skytrex	 Adventure	 at	 Taman	
Botani	Negara,	 Shah	Alam	with	 the	aim	
of	providing	a	full	fun	day	activities	which	
includes	 “Skytrekking”	 activities	 on	 the	
trees	and	at	the	same	time	enjoying	the	
unique	 natural	 surroundings	 of	 the	 rain	
forest.

SUSTAINABILITy
report

Moreover,	 we	 are	 proud	 to	 see	 our	
employees	 coming	 together	 to	 involve	
actively	for	Corporate	Social	Responsibility	
activities	 at	 a	 more	 personal	 level	 by	
running	 a	 marathon,	 all	 for	 a	 good	
cause.	 In	 September	 2017,	 HLCB	 have	
participated	 in	 the	 “Bursa	 Bull	 Charge	
Run”	 a	 charity	 run	 organised	 by	 Bursa	
Malaysia.	Three	running	teams	comprised	
a	 total	 of	 12	 runners	 participated	
for	 the	 run,	 where	 HLCB	 donated	 a	
total	 of	 RM28,000	 towards	 charities	
supporting	 economic	 sustainability	
among	 disadvantaged	 communities,	 for	
the	 benefits	 of	 entrepreneurs	 and	 the	
improvement	of	financial	literacy.

Continuous	efforts	will	be	put	in	place	to	
ensure	HLCB	is	an	inclusive	workplace.	We	
will	continue	to	support	and	invest	in	our	
employees	 by	 providing	 more	 training	
and	career	development	opportunities	to	
help	employees	grow	 together	with	 the	
Group.	
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employee experience (continued)

employee Benefits

We	ensure	that	we	offer	our	employees	remuneration	and	benefits	
packages	that	are	competitive	to	the	market.	These	include	various	
loan	 subsidy,	 medical	 benefits,	 annual/maternity/paternity/
prolonged	illness	leave,	as	well	as	mobile	phone	subsidy.

Impact Investing 

We	 recognise	 that	 our	 lending	 and	 investing	 practices	 have	 a	
significant	impact	on	society	and	strive	to	promote	sustainable	
development	in	our	policies.	The	Government	in	recent	years	has	
taken	the	initiative	to	encourage	Shariah	investing	and	increase	
demand	of	the	Shariah	mandate.	

In	 2017,	 the	 Stockbroking	 Division	 of	 HLIB	 has	 established	 an	
Islamic	Trading	Window	to	cater	for	the	market	needs	for	Shariah	
compliant	stocks	for	Institutional	clients	by	tapping	into	existing	
Shariah	 mandate	 funds.	 Currently	 there	 is	 also	 initiative	 to	
extend	the	Islamic	Trading	Window	to	retail	clients.

Bursa	 Malaysia	 has	 also	 launched	 the	 Intraday	 Short	 Selling	
(‘IDSS’)	 in	April	2018	with	 the	aim	of	 creating	a	more	vibrant	
market.	HLIB	have	enhanced	the	trading	system	to	comply	with	
the	requirement	of	IDSS	and	have	launched	in	August	2018.

Apart	 from	the	above	 initiative,	we	are	mindful	of	 the	 impact	
of	 our	 stock	 recommendations	 and	professional	 advice	 on	 our	
client’s	businesses.	Recommendations	and	advice	will	be	aligned	
to	 the	 fund	managers’	 portfolio	mandates	 or	 clients’	 business	
objectives.	

The	 Group	 currently	 has	 no	 policies	 or	 procedures	 targeted	
at	 environmental	 and	 social	 components.	 As	 such,	 our	
management	 has	 planned	 to	 review	 the	 existing	 approach	
with	 the	aim	of	 introducing	 responsible	 lending	and	 investing	
guidelines	in	the	assessment	of	business,	credit	and	investment	
risks.	These	approaches	may	entail	the	screening	of	clients	and	
businesses	 to	 minimize	 engagements	 which	 could	 potentially	
result	 in	 material	 adverse	 environmental	 and	 social	 impacts.		
We	aim	 to	 closely	engage	our	 clients	 in	promoting	 credit	 and	
investment	products	which	prioritizes	sustainability	development	
in	line	with	our	sustainability	pledge.
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coNteNt INDex

profile Disclosure reference page

Scope and Basis for the Scope
Boundaries	applied	and	reasons	for	selecting	these	boundaries 22

Governance Structure  
Governance	structure	in	place	to	manage	the	economic,	environmental	and	social	risks	and	opportunities 23

How the Material Sustainability Matters are Identified
Materiality	assessment	process 24

Materiality Sustainability Matters
Risks	and	opportunities	arising	from	economic,	environmental	and	social	impacts	of	our	operations		
and	activities

25	–	26

themes Indicators reference page

INNovatIoN 
 

Innovation •	 How	innovation	is	managed	within	the	HLCB		

•	 Description	of	innovation	initiatives	that	have	been	
implemented		

•	 Innovative	products	and	services	implemented

27	–	28

MaNaGING tHe eNvIroNMeNtaL 
FootprINt 

energy & Materials •	 How	energy	and	materials	are	managed	within	the	
HLCB	

•	 Energy	consumption	within	HLCB	and	reduction	of	energy	
consumption

•	 Initiatives	taken	to	minimise	energy	and	manage	paper	
consumption

28	–	29

FaIr BaNKING 
 

product and Service Labelling •	 How	fair	banking	is	managed	within	the	HLCB	

•	 Initiatives	implemented	to	enhance	customer	experience	of	
products	and	services

•	 Engagement	channels	through	which	HLCB	obtain	feedback	
on	its	products	and	services

29

etHIcS aND INteGrIty 
 

anti-corruption •	 How	ethics	and	integrity	is	managed	within	the	HLCB		

•	 Policies	and	initiatives	implemented	to	ensure	the	business	
operates	ethically	and	with	integrity

30
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coNteNt INDex (coNtINueD)

themes Indicators reference page

cLIeNt experIeNce 
 

product and Service Labelling •	 How	client	experience	is	managed	within	the	HLCB

•	 Initiatives	implemented	to	enhance	customer	experience	of	
products	and	services

•	 Engagement	channels	through	which	HLCB	obtains	feedback	
on	its	products	and	services

30

coMpLIaNce 
 

compliance •	 How	compliance	is	managed	within	the	HLCB	

•	 Monetary	value	of	significant	fines	for	non-compliance	with	
the	laws	and	regulations	concerning	the	provision	and	use	of	
products	and	services

30

cyBer SecurIty aND 
Data prIvacy 

customer privacy •	 How	cyber	security	and	data	privacy	is	managed	within	the	
HLCB	

•	 Total	number	of	substantiated	complaints	regarding	breaches	
of	customer	privacy	and	losses	of	customer	data	

•	 Policy	and	initiatives	implemented	to	enhance	cyber	security

30	–	31

eMpLoyee experIeNce 
 

employment •	 Total	number	of	new	employee	hires	and	employee	turnover	
by	age	group	and	gender	

•	 Benefits	provided	to	full-time	employees

31	–	34training and education •	 Average	hours	of	training	per	year	per	employee	by	
employee	category

Diversity and equal opportunity •	 Composition	and	breakdown	of	employees	according	to	
employee	category,	gender	and	age	group

IMpact INveStING 
 

product portfolio •	 How	Impact	Investing	is	managed	within	the	HLCB 34
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AWARDS &
ACCOLADES

HONG LEONG INVESTMENT BANK BERHAD

1. BEST ASSETS-BACKED SECURITISATION DEAL  
   IN SOUTHEAST ASIA 2017 
11TH ANNUAL ALPHA SOUTHEAST ASIA 
   DEAL & SOLUTION AWARDS 2017 
Alpha Southeast Asia

2. BEST MURABAHAH DEAL IN SOUTHEAST  
   ASIA 2017
11TH ANNUAL ALPHA SOUTHEAST ASIA 
   DEAL & SOLUTION AWARDS 2017 
Alpha Southeast Asia

3. BEST SECURITISATION SUKUK 
THE ASSET TRIPLE A ISLAMIC FINANCE 
   AWARDS 2017
Asset Triple A

4. RAM AWARD OF DISTINCTION 2017 
LEAD MANAGER AWARD BY NUMBER OF ISSUES 
   – 1ST RANKING 
15TH ANNUAL RAM LEAGUE AWARDS 
RAM Ratings

5. RAM AWARD OF DISTINCTION 2017 
LEAD MANAGER AWARD BY PROGRAMME VALUE 
   – 1ST RANKING 
15TH ANNUAL RAM LEAGUE AWARDS 
RAM Ratings

6. RAM AWARD OF DISTINCTION 2017 
LEAD MANAGER AWARD (SUKUK) BY NUMBER OF 
   ISSUES – 1ST RANKING 
15TH ANNUAL RAM LEAGUE AWARDS 
RAM Ratings

7. COMMODITY MURABAHAH DEAL OF THE YEAR 
ISLAMIC FINANCE NEWS AWARDS 2017
Islamic Finance News
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AWARDS &
ACCOLADES

HONG LEONG ASSET MANAGEMENT BHD

8. HONG LEONG DIVIDEND FUND 
BEST FUND OVER 3 YEARS: EQUITY MALAYSIA 
   INCOME (PROVIDENT) 
THE EDGE | THOMSON REUTERS LIPPER FUND 
   AWARDS 2018 
The Edge | Thomson Reuters

9. HONG LEONG GROWTH FUND 
BEST FUND OVER 3 YEARS: EQUITY MALAYSIA 
   DIVERSIFIED (PROVIDENT) 
THE EDGE | THOMSON REUTERS LIPPER FUND 
   AWARDS 2018 
The Edge | Thomson Reuters

10. BEST GROUP IN MIXED ASSETS (PROVIDENT) 
THE EDGE | THOMSON REUTERS LIPPER FUND 
   AWARDS 2018 
The Edge | Thomson Reuters

11. BEST GROUP IN EQUITY (PROVIDENT) 
THE EDGE | THOMSON REUTERS LIPPER FUND 
   AWARDS 2018 
The Edge | Thomson Reuters
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Mr taN KoNG KHooN
Chairman/Non-Executive/	
Non-Independent

Age	61,	Male,	Singaporean

Mr	Tan	Kong	Khoon	holds	a	Bachelor	of	Business	Administration	degree	from	Bishop’s	
University,	 Canada	 and	 is	 an	 alumnus	 of	 the	 Harvard	 Business	 School	 Advance	
Management	 Program.	He	 is	 a	 Chartered	Banker	 of	 the	Asian	 Institute	 of	 Chartered	
Bankers.

Mr	Tan	is	the	President	&	Chief	Executive	Officer	of	Hong	Leong	Financial	Group	Berhad	
(“HLFG”).	He	was	the	Group	Managing	Director/Chief	Executive	Officer	of	Hong	Leong	
Bank	Berhad	(“HLB”)	from	1	July	2013	to	4	February	2016.	Prior	to	joining	HLB,	Mr	Tan	
was	the	Group	Executive,	Consumer	Banking	Group	of	the	DBS	Bank	Ltd	(“DBS”)	from		
1	December	2010	to	15	April	2013	where	he	led	and	managed	strategy	formulation	and	
execution	for	consumer	banking	globally	across	the	DBS	Group.

Mr	Tan	began	his	banking	career	with	DBS	in	1981.	Since	then,	he	has	successfully	built	
consumer	 banking	 franchises	 across	 multiple	 markets	 in	 Asia	 for	 Citibank,	 Standard	
Chartered	Bank	and	ANZ	Bank.

From	March	2007	to	December	2009,	Mr	Tan	was	President	and	Chief	Executive	Officer	
of	Bank	of	Ayudhya,	the	fifth	largest	financial	group	in	Thailand	listed	on	the	Thailand	
Stock	Exchange.	The	group	businesses	 included	commercial	and	investment	banking,	
life	and	non-life	 insurance,	 stock	broking,	 asset	management	and	 consumer	finance	
subsidiaries.

Mr	Tan	was	appointed	to	the	Board	of	Directors	(“Board”)	of	Hong	Leong	Capital	Berhad	
(“HLCB”)	on	24	 February	2016	and	assumed	 the	Board	 Chairmanship	on	2	 February	
2018.	He	is	currently	a	member	of	the	Nomination	Committee	(“NC”)	and	Remuneration	
Committee	(“RC”)	of	HLCB.

Mr	Tan	is	a	Director	of	HLFG	and	HLB,	both	companies	listed	on	the	Main	Market	of	Bursa	
Malaysia	Securities	Berhad	(“Bursa	Securities”)	and	a	Director	of	Hong	Leong	Assurance	
Berhad	and	Hong	Leong	 Investment	Bank	Berhad,	both	public	companies.	He	 is	also	
the	Chairman	of	Hong	Leong	Bank	(Cambodia)	PLC	and	Chief	Controller	on	the	Board	of	
Controllers	of	Hong	Leong	Bank	Vietnam	Limited.

yBHG taN SrI Dato’ SerI KHaLID 
aHMaD BIN SuLaIMaN
Non-Executive	Director/Independent

Age	82,	Male,	Malaysian

YBhg	Tan	Sri	Dato’	Seri	Khalid	Ahmad	bin	Sulaiman	was	educated	in	England	and	was	
called	to	the	English	Bar	at	Middle	Temple	in	1964.	He	was	admitted	to	the	Malaysian	
Bar	 in	 1965	 and	 Singapore	 Bar	 in	 1970.	 He	 was	 a	 founding	 partner	 of	 K	 Ahmad	 &	
Yong,	a	legal	firm	in	Penang	in	1970	and	was	a	Senior	Partner	till	June	2008.	He	was	a	
Consultant	with	K	Ahmad	&	Yong	from	2008	to	June	2016.	He	was	the	Chairman	of	the	
Advocates	and	Solicitors	Disciplinary	Board	Malaysia	from	2005	to	2013.	He	was	the	
Penang	State	Executive	Councillor	from	1974	to	1982	and	was	the	acting	Penang	Chief	
Minister	in	1979	and	has	also	served	on	various	statutory	boards.	

YBhg	Tan	Sri	Khalid	was	appointed	to	the	Board	of	HLCB	on	5	August	1991.	YBhg	Tan	Sri	
Khalid	is	currently	the	Chairman	of	the	Board	Audit	and	Risk	Management	Committee	
(“BARMC”)	and	NC	of	HLCB.

40
ANNUAL
REPORT
2018

HONG LEONG CAPITAL BERHAD



BOARD Of
DIrectorS’ proFILe

yBHG Dato’ aHMaD FuaaD BIN 
MoHD DaHaLaN
Non-Executive	Director/Independent

Age	68,	Male,	Malaysian

YBhg	Dato’	Ahmad	Fuaad	bin	Mohd	Dahalan	holds	a	Bachelor	of	Arts	(Hons)	degree	
from	the	University	of	Malaya.

YBhg	 Dato’	 Ahmad	 Fuaad	 was	 attached	 to	 Wisma	 Putra,	 Ministry	 of	 Foreign	 Affairs	
as	Malaysian	Civil	Service	Officer	in	April	1973	before	joining	Malaysia	Airlines	in	July	
1973.	While	in	Malaysia	Airlines,	he	served	various	posts	and	his	last	position	was	as	
the	Managing	Director.	YBhg	Dato’	Ahmad	Fuaad	was	formerly	a	Director	of	Lembaga	
Penggalakan	 Pelancongan	 Malaysia,	 Malaysian	 Industry-Government	 Group	 for	 High	
Technology,	Malaysia	Airports	Holdings	Berhad	and	Tokio	Marine	 Insurans	 (Malaysia)	
Berhad.

YBhg	Dato’	Ahmad	Fuaad	was	appointed	to	the	Board	of	HLCB	on	12	December	2005.	
He	is	currently	the	Chairman	of	the	RC	and	a	member	of	the	BARMC	and	NC	of	HLCB.

YBhg	 Dato’	 Ahmad	 Fuaad	 is	 a	 Director	 of	 YTL	 Corporation	 Berhad,	 a	 company	 listed		
on	the	Main	Market	of	Bursa	Securities.	He	is	also	a	director	of	YTL	e-Solutions	Berhad,	
a	public	company.

MS taI SIew MoI
Non-Executive	Director/Independent

Age	60,	Female,	Malaysian

Ms	Tai	Siew	Moi	graduated	from	University	of	Malaya	with	a	Bachelor	of	Accounting	
Degree	and	holds	a	Masters	Degree	in	Business	Administration	from	Cranfield,	United	
Kingdom.	 She	 is	 a	 Chartered	 Accountant	 registered	 with	 the	 Malaysian	 Institute	 of	
Accountants.

Ms	 Tai	 has	 18	 years	 experience	 in	 the	 derivatives	 broking	 industry.	 She	 held	 the		
position	 of	 Executive	 Director	 of	 the	 derivatives	 broking	 subsidiary	 of	 Hwang-DBS		
Group	from	2006	to	2015.	Thereafter,	she	held	the	position	of	Executive	Vice	President,	
Futures,	 heading	 the	 derivatives	 broking	 business	 of	 Affin	 Hwang	 Investment	 Bank	
Berhad	till	2016.

Prior	to	joining	Hwang-DBS	Group,	she	held	various	management	positions	in	the	area	
of	corporate	affairs	and	corporate	services	with	a	few	companies	including	public	listed	
companies,	 handling	 corporate	 exercise	 like	 mergers	 and	 acquisitions,	 initial	 public	
offerings,	 rights	 issues,	bonds	and	warrants	 issue.	Prior	 to	 that,	she	was	attached	to		
a	 management	 consultants	 firm	 doing	 consultancy	 work	 which	 include	 project		
feasibility	 studies,	 accounting	 and	 internal	 control	 systems	 review.	 Earlier	 on	 in	 her	
career,	she	was	attached	with	the	Accountant	General’s	Department	of	Malaysia	as	a	
Treasury	Accountant.

Ms	Tai	was	appointed	to	the	Board	of	HLCB	on	18	September	2017.	She	is	currently	a	
member	of	the	BARMC	and	RC	of	HLCB.

Ms	Tai	is	a	member	of	the	Market	Participants	Committee	of	Bursa	Malaysia	Berhad.
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Notes:

1. Family Relationship with Director and/or Major Shareholder
None of the Directors has any family relationship with any other 
Director and/or major shareholder of HLCB.

2. Conflict of Interest
None of the Directors has any conflict of interest with HLCB.

3. Conviction of Offences
None of the Directors has been convicted of any offences 
(excluding traffic offences) in the past 5 years and there were no 
public sanctions or penalties imposed by the relevant regulatory 
bodies during the financial year ended 30 June 2018.

4. Attendance of Directors
Details of Board meeting attendance of each Director are disclosed 
in the Corporate Governance Overview, Risk Management & 
Internal Control Statement in the Annual Report.

MS KoID Swee LIaN
Non-Executive	Director/Independent

Age	60,	Female,	Malaysian

Ms	Koid	Swee	Lian	graduated	from	the	University	of	Malaya	in	1981	with	a	Bachelor	of	
Laws	(Honours)	degree	and	was	called	to	the	Malaysian	Bar	as	an	Advocate	&	Solicitor	
in	1983.

Ms	Koid	was	a	career	officer	of	Bank	Negara	Malaysia	(“BNM”)	for	more	than	30	years	
until	her	retirement	 in	2013	and	had	held	various	senior	positions,	 including	Deputy	
Director	of	Legal	Department,	Head	of	Financial	Intelligence	Unit,	her	last	position	with	
BNM	being	the	Director	of	Consumer	and	Market	Conduct	Department.	Ms	Koid	had	also	
served	as	the	Head	of	Financial	Intelligence	Unit	and	was	appointed	as	the	inaugural	
Secretary	to	the	National	Coordinating	Committee	to	Counter	Money	Laundering.	During	
the	 period	 from	 2006	 to	 2011,	 Ms	 Koid	 was	 the	 Director	 of	 Consumer	 and	 Market	
Conduct	Department.

Ms	Koid	was	a	member	of	an	international	team	of	experts	from	the	Financial	Action	Task	
Force	and	Asia	Pacific	Group	on	Anti-Money	Laundering	(“AML”)	that	conducted	a	joint	
mutual	evaluation	of	the	USA’s	AML	regime	in	2005	to	2006.	She	had	collaborated	with	
various	national	and	international	organisations	such	as	the	World	Bank,	International	
Monetary	Fund,	Organisation	for	Economic	Co-operation	and	Development,	Consultative	
Group	to	Assist	the	Poor,	and	Alliance	for	Financial	Inclusion	where	Ms	Koid	was	engaged	
to	 speak	 at	 various	 forums	 on	 AML/ATF,	 financial	 consumer	 protection	 and	 financial	
education.

From	2009	to	2011,	Ms	Koid	was	appointed	by	BNM	to	serve	as	a	Board	member	of	the	
Credit	Counseling	and	Debt	Management	Agency	(Agensi	Kaunseling	dan	Pengurusan	
Kredit	or	AKPK),	BNM’s	wholly-owned	subsidiary.	She	was	seconded	to	AKPK	in	2011	
where	 she	 had	 led	 the	 agency	 in	 elevating	 adult	 consumers’	 financial	 literacy	 and	
eliminating	their	financial	hardship	with	debt	relief	programmes.	

Ms	Koid	was	appointed	to	the	Board	of	HLCB	on	19	September	2018.	

Ms	Koid	is	a	Director	of	Genting	Berhad,	a	company	listed	on	the	Main	Market	of	Bursa	
Securities.	She	is	also	a	Director	of	Deutsche	Bank	(Malaysia)	Berhad,	a	public	company	
and	Director	of	HLA	Holdings	Sdn	Bhd,	a	private	company.	In	addition,	she	was	appointed	
by	Securities	Commission	as	a	public	interest	director	on	the	Board	of	the	Federation	of	
Investment	Managers	Malaysia	(FIMM).	
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MS Lee JIM LeNG
Group	Managing	Director/	
Chief	Executive	Officer	of	Hong	Leong	
Investment	Bank	Berhad	(“HLIB”),		
a	wholly-owned	subsidiary	of	HLCB

Age	55,	Female,	Malaysian

Ms	Lee	 Jim	Leng	obtained	a	Bachelor	of	
Business	 Administration	 degree	 in	 1984	
from	the	Acadia	University	and	a	Master	
of	Business	Administration	 in	1987	 from	
the	Dalhousie	University,	Canada.

Ms	Lee	 is	 the	Group	Managing	Director/
Chief	 Executive	 Officer	 of	 HLIB	 since		
24	November	2009.

Ms	 Lee	 has	 more	 than	 20	 years	 of	
experience	 in	 the	 financial	 industry,	
specialising	 mainly	 in	 investment	
banking.	Prior	to	joining	HLIB,	she	was	the	
Managing	Director	of	 a	 local	 investment	
bank	 where	 she	 was	 responsible	 for	
the	 overall	 development	 of	 the	 bank’s	
investment	 business	 in	 Malaysia.	 From	
1999	 to	 2007,	 she	 was	 attached	 to	 a	
Singapore	 based	 regional	 bank	 and	was	
tasked	 to	 spearhead	 their	 investment	
banking	 division	 in	 Malaysia	 and	 the	
ASEAN	region.

Mr cHoNG poH cHooN
Head,	Treasury	&	Markets,	HLIB,	
a	wholly-owned	subsidiary	of	HLCB

Age	40,	Male,	Malaysian	
	

Mr	 Chong	 Poh	 Choon	 is	 a	 Chartered	
Financial	 Analyst	 (CFA)	 charterholder.	
He	 holds	 a	 Bachelor	 of	 Business	
Administration	 (Hons)	 majoring	 in	
Finance;	 graduating	 with	 a	 first	 class	
honours	from	the	Multimedia	University.

Mr	 Chong	 joined	 HLIB	 on	 16	 September	
2009	as	Senior	Vice	President,	Treasury	&	
Markets.	He	was	appointed	as	 the	Head	
Treasury	&	Markets	on	28	June	2017.

Prior	 to	 joining	 HLIB,	 he	 was	 with	
HwangDBS	 Investment	 Bank	 Berhad	
(now	known	as	Affin	Hwang	Investment	
Bank	Berhad)	as	Assistant	Vice	President,	
Treasury	&	Markets	for	two	years.	Prior	to	
that,	he	was	with	United	Overseas	Bank	
(M)	Berhad,	Malaysian	Rating	Corporation	
Berhad	and	Ernst	&	Young.

Mr LING yueN cHeNG
Head,	Debt	Markets	of	HLIB,		
a	wholly-owned	subsidiary	of	HLCB

Age	50,	Male,	Malaysian	
	

Mr	 Ling	 Yuen	 Cheng	 holds	 a	 Master	
of	 Applied	 Finance	 and	 Bachelor	 of	
Economics	 (Accounting	 &	 Finance)	 from	
Macquarie	University,	Sydney,	Australia.	

Mr	 Ling	 joined	 HLIB	 on	 16	 September	
2009	 as	 Co-Head	 of	 Debt	 Markets	 and	
was	 re-designated	 as	 the	 Head	 of	 Debt	
Markets	since	1	March	2012.

Mr	 Ling	 has	 over	 20	 years	 of	 working	
experience	 in	the	banking	industry.	Prior	
to	 joining	 HLIB	 in	 September	 2009,	 he	
was	 the	 Co-Head	 of	 Debt	 Markets	 in	
HwangDBS	 Investment	 Bank	 Berhad	
(now	known	as	Affin	Hwang	Investment	
Bank	Berhad).	Prior	to	that,	he	was	with	
United	Overseas	Bank	(M)	Berhad,	OCBC	
Bank	 (Malaysia)	 Berhad,	 Huat	 Realty	
Sdn	Bhd	 (related	 to	Genting	Group)	and	
Southern	 Bank	 Berhad.	 Over	 his	 entire	
banking	career,	he	was	exposed	to	various	
areas	 including	 treasury	 operations,	 risk	
management,	 corporate	 banking,	 assets	
&	liabilities	management	and	investment	
banking	 related	 activities	 including	 debt	
origination,	execution	and	placement.
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Mr pHaNG SIew LooNG
Head	of	Equity	Markets	of	HLIB,		
a	wholly-owned	subsidiary	of	HLCB

Age	50,	Male,	Malaysian	
	

Mr	Phang	Siew	Loong	holds	a	Master	of	
Business	 Administration	 from	 Georgia	
State	 University,	 United	 States	 (“US”)	
and	 a	 Bachelor	 of	 Science	 in	 Economics	
from	University	of	Louisiana	in	Lafayette,	
US	 (formerly	 known	 as	 University	 of	
Southwestern	Lafayette).

Mr	 Phang	 joined	 HLIB	 on	 11	 October		
2010	 as	 the	 Co-Head	 of	 Equity	 Markets.	
Mr	Phang	was	re-designated	as	the	Head	
of	Equity	Markets	since	13	June	2017.

Prior	 to	HLIB,	Mr	Phang	was	with	Public	
Investment	 Bank	 for	 almost	 10	 years,		
his	 last	 position	 being	 the	 Head	 of	
Corporate	 Finance.	 Prior	 to	 that,	 he	 was	
with	 Affin	 Merchant	 Bank	 and	 Sime	
Merchant	Bank.

Mr KweK KoN cHao
Chief	Operating	Officer	of	Stockbroking,	
HLIB,	a	wholly-owned	subsidiary	of	HLCB

Age	32,	Male,	Malaysian	
	

Mr	 Kwek	 Kon	 Chao	 holds	 Masters	 in	
Computer	 Science	 from	 University	 of	
Oxford.

Mr	Kwek	 joined	HLIB	on	9	October	2017	
as	Chief	Operating	Officer	of	Stockbroking.

Prior	to	HLIB,	Mr	Kwek	was	with	Guoline	
eMarketing	 Sdn	 Bhd	 as	 Chief	 Executive	
Officer.	Prior	to	that,	he	was	with	Morgan	
Stanley	 and	 subsequently	 with	 Thyrus	
Capital	as	Investment	Banking	analyst.
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Mr Hoo See KHeNG
Chief	Executive	Officer/Executive	Director,	
Hong	Leong	Asset	Management	Bhd	
(“HLAM”),	a	wholly-owned	subsidiary		
of	HLCB

Age	52,	Male,	Malaysian

Mr	 Hoo	 See	 Kheng	 obtained	 a	 Bachelor	
of	 Commerce,	 majoring	 in	 Accounting	
and	 Finance	 from	 University	 of	 New	
South	 Wales	 Australia	 and	 a	 post-
graduate	diploma	in	System	Analysis	and	
Design	 from	 Japan-Singapore	 Institute	
of	 Software	 Technology.	 Mr	 Hoo	 is	 also	
a	 member	 of	 the	 Malaysian	 Institute	 of	
Accountants	 and	 a	 Certified	 Information	
System	 Auditors,	 USA.	 He	 obtained	 his	
Capital	Markets	Services	Representative’s	
license	from	the	Securities	Commission	on	
22	October	1998.

Mr	 Hoo	 joined	 HLAM	 on	 1	 March	 2014.	
He	 was	 appointed	 as	 Executive	 Director	
of	 HLAM	 on	 27	 March	 2014	 and	 Chief	
Executive	Officer	on	12	May	2014.

Mr	 Hoo	 has	 more	 than	 seventeen	 years	
experience	 in	 the	 financial	 industry,	
mainly	in	areas	of	asset	management	and	
unit	trust.

Mr Lau yew SuN
Chief	Financial	Officer	of	HLIB,		
a	wholly-owned	subsidiary	of	HLCB

Age	52,	Male,	Malaysian

Mr	 Lau	 Yew	 Sun	 is	 a	 certified	 public	
accountant	 under	 Malaysian	 Institute	 of	
Certified	 Public	 Accountants.	 He	 holds	
a	 Bachelor	 of	 Accountancy	 (Hons)	 from	
Universiti	Utara	Malaysia.

Mr	 Lau	 joined	 HLCB	 on	 29	 September	
2009	 as	 Group	 Financial	 Controller	 and	
is	 presently	 the	 Chief	 Financial	 Officer	
of	 HLIB,	 a	 position	 he	 assumed	 since		
1	August	2017.

Prior	to	HLCB,	he	was	the	Chief	Financial	
Officer	 of	 ECM	 Libra	 Financial	 Group	
Berhad/Acting	Chief	Operating	Officer	of	
Avenue	 Invest	 Berhad	 (ECM	 Libra)	 from	
23	April	2007	to	28	September	2009.

Notes:

1. Family Relationship with Director 
and/or Major Shareholder
None of the Key Senior 
Management has any family 
relationship with any Director  
and/or major shareholder of HLCB.

2. Conflict of Interest
None of the Key Senior Management 
has any conflict of interest with 
HLCB.

3. Conviction of Offences
None of the Key Senior Management 
has been convicted of any offences 
(excluding traffic offences) in 
the past 5 years and there were 
no public sanctions or penalties 
imposed by the relevant regulatory 
bodies during the financial year 
ended 30 June 2018.
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BOARD AUDIT AND
rISK MaNaGeMeNt coMMIttee report

coNStItutIoN

The	 Board	 Audit	 Committee	 of	 Hong	 Leong	 Capital	 Berhad	
(“HLCB”	or	“the	Company”)	has	been	established	since	23	March	
1994	 and	 had	 been	 re-designated	 as	 the	 Board	 Audit	 &	 Risk	
Management	Committee	(“BARMC”)	on	29	August	2001.

coMpoSItIoN

yBhg tan Sri Dato’ Seri Khalid ahmad bin Sulaiman
(Chairman, Independent Non-Executive Director)

yBhg Dato’ ahmad Fuaad bin Mohd Dahalan
(Independent Non-Executive Director)

Ms tai Siew Moi
(Independent Non-Executive Director)

yBhg Dato’ Mohamed Nazim bin abdul razak
(Independent Non-Executive Director)
(Retired on 26 October 2017)

Secretary

The	Secretary(ies)	to	the	BARMC	are	the	Company	Secretary(ies)	
of	the	Company.

terMS oF reFereNce

The	 terms	 of	 reference	 of	 the	 BARMC	 are	 published	 on	 the	
Company’s	website	at	www.hlcap.com.my.

autHorIty

The	 BARMC	 is	 authorised	 by	 the	 Board	 to	 review	 any	 activity	
of	 the	 Group	 within	 its	 terms	 of	 reference.	 It	 is	 authorised	 to	
seek	any	information	it	requires	from	any	Director	or	member	of	
management	and	all	employees	are	directed	to	co-operate	with	
any	request	made	by	the	BARMC.

The	BARMC	 is	 authorised	 by	 the	Board	 to	 obtain	 independent	
legal	or	other	professional	advice	if	it	considers	necessary.

MeetINGS

The	BARMC	meets	at	least	four	(4)	times	a	year	and	additional	
meetings	may	be	called	at	any	time	as	and	when	necessary.	All	
meetings	 to	 review	 the	quarterly	 reports	 and	 annual	 financial	
statements	are	held	prior	to	such	quarterly	reports	and	annual	
financial	statements	being	presented	to	the	Board	for	approval.

The	Group	Chief	Operating	Officer,	Chief	Risk	Officer	(“CRO”),	Chief	
Compliance	Officer/Head	of	Compliance	(“CCO”),	Chief	Financial	
Officer,	 Head	 of	 Internal	 Audit,	 other	 senior	 management	 and	
external	auditors	may	be	invited	to	attend	the	BARMC	meetings	
whenever	 required.	 At	 least	 twice	 a	 year,	 the	 BARMC	 will	
have	separate	 sessions	with	 the	external	auditors	without	 the	
presence	of	Executive	Directors	and	management.

The	 BARMC	 will	 also	 engage	 privately	 with	 the	 CCO,	 Head	 of	
Internal	Audit	and	CRO	on	a	regular	basis	(and	in	any	case	at	least	
twice	annually)	to	provide	the	opportunity	for	the	CCO,	Head	of	
Internal	 Audit	 and	 CRO	 to	 discuss	 issues	 faced	 by	 compliance,	
internal	audit	and	risk	management	functions.

Issues	raised,	discussions,	deliberations,	decisions	and	conclusions	
made	at	 the	BARMC	meetings	 are	 recorded	 in	 the	minutes	of	
the	BARMC	meetings.	Where	the	BARMC	is	considering	a	matter	
in	which	a	BARMC	member	has	an	interest,	such	member	shall	
abstain	from	reviewing	and	deliberating	on	the	subject	matter.

Two	 (2)	 members	 of	 the	 BARMC,	 who	 shall	 be	 independent,	
shall	constitute	a	quorum	and	the	majority	of	members	present	
must	be	Independent	Directors.

After	each	BARMC	meeting,	the	BARMC	shall	report	and	update	
the	Board	on	significant	issues	and	concerns	discussed	during	the	
BARMC	meetings	 and	where	 appropriate,	make	 the	necessary	
recommendations	to	the	Board.

actIvItIeS

The	BARMC	carried	out	its	duties	in	accordance	with	its	Terms	of	
Reference.

During	 the	 financial	 year	 ended	 30	 June	 2018	 (“FYE	 2018”),	
four	(4)	BARMC	meetings	were	held	and	the	attendance	of	the	
BARMC	members	were	as	follows:

Member attendance

YBhg	Tan	Sri	Dato’	Seri	Khalid	Ahmad	bin	Sulaiman	 4/4
YBhg	Dato’	Ahmad	Fuaad	bin	Mohd	Dahalan	 4/4
Ms	Tai	Siew	Moi(1)	 3/3
YBhg	Dato’	Mohamed	Nazim	bin	Abdul	Razak(2)	 1/2

Note:
(1)	 Appointed on 18 September 2017
(2)	 Retired on 26 October 2017

How tHe BarMc DIScHarGeS tHeIr reSpoNSIBILItIeS:

Financial reporting

The	 BARMC	 reviewed	 the	 quarterly	 reports	 and	 financial	
statements	of	the	Company	and	of	the	Group	focusing	particularly	
on:

(i)	 any	changes	in	accounting	policies	and	practices;
(ii)	 significant	adjustments	arising	from	the	audit;
(iii)	 the	going	concern	assumptions;	and
(iv)	 compliance	 with	 accounting	 standards	 and	 other	 legal	

requirements.
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How tHe BarMc DIScHarGeS tHeIr reSpoNSIBILItIeS: 
(coNtINueD)

Financial reporting (continued)

The	 legal	 and	 regulatory	 environment	 was	 monitored	 and	
consideration	 given	 to	 changes	 in	 law,	 regulation,	 accounting	
policies	 and	 practices	 including	 the	 additional	 disclosure	
requirements	 under	 the	 amended	 Main	 Market	 Listing	
Requirements	of	Bursa	Malaysia	Securities	Berhad.

external audit

The	 external	 auditors	 of	 the	 Group	 for	 the	 FYE	 2018	 is	
PricewaterhouseCoopers	 PLT	 (“PwC”).	 The	 BARMC	 discussed	
and	 reviewed	 with	 the	 external	 auditors,	 before	 the	 audit	
commences	for	the	financial	year,	the	audit	plan	and	timetable	
for	the	financial	audit	of	the	Group	including	the	focus	areas	and	
approach	to	the	current	financial	year’s	audit	and	any	significant	
issues	that	can	be	foreseen,	either	as	a	result	of	the	past	year’s	
experience	or	due	to	new	accounting	standards	or	other	changes	
in	statutory	or	listing	requirements.

The	 BARMC	 reviewed	 the	 report	 and	 audit	 findings	 of	 the	
external	auditors	and	considered	management’s	responses	to	the	
external	auditor’s	audit	findings	and	investigations.	The	BARMC	
also	had	 two	 (2)	 separate	 sessions	with	 the	external	 auditors	
without	 the	 presence	 of	 Executive	Directors	 and	 management	
whereby	 matters	 discussed	 include	 key	 reservations	 noted	 by	
the	 external	 auditors	 during	 the	 course	 of	 their	 audit;	 whilst	
the	BARMC	Chairman	maintained	regular	contact	with	the	audit	
partner	throughout	the	year.

The	BARMC	reviewed	the	external	audit	fees	and	their	scope	of	
services.	The	 fees	payable	 to	PwC	 for	 the	FYE	2018	amounted	
to	RM664,500	of	which	RM218,300	was	payable	 in	 respect	of	
non-audit	 services.	 Non-audit	 services	 accounted	 for	 33%	 of	
the	total	fees	payable.	The	BARMC	assessed	the	objectivity	and	
independence	of	the	external	auditors	prior	to	the	appointment	
of	the	external	auditors	for	ad-hoc	non-audit	services.

The	 BARMC	 also	 evaluated	 the	 performance	 of	 PwC	 in	 the	
following	areas	in	relation	to	its	re-appointment	as	auditors	for	
the	FYE	2018	and	considered	PwC	to	be	independent:

(i)	 level	of	knowledge,	capabilities,	experience	and	quality	of	
previous	work;	

(ii)	 level	of	engagement	with	BARMC;	
(iii)	 ability	 to	 provide	 constructive	 observations,	 implications	

and	 recommendations	 in	 areas	 which	 require	
improvements;	

(iv)	 adequacy	in	audit	coverage,	effectiveness	in	planning	and	
conduct	of	audit;	

(v)	 ability	 to	 perform	 the	 audit	 work	 within	 the	 agreed	
timeframe;	

(vi)	 non-audit	 services	 rendered	 by	 PwC	 does	 not	 impede	
independence;	

(vii)	 ability	to	demonstrate	unbiased	stance	when	interpreting	
the	standards/policies	adopted	by	HLCB;	and

(viii)	 risk	of	familiarity	threat	to	ensure	that	the	independence	
and	 objectivity	 of	 the	 external	 auditor	 was	 not	
compromised.

PwC,	 in	 accordance	 with	 professional	 ethical	 standards,	 have	
provided	the	BARMC	with	confirmation	of	their	independence	for	
the	duration	of	the	FYE	2018	and	the	measures	used	to	control	
the	quality	of	their	work.

The	BARMC	has	therefore	recommended	to	the	Board	that	PwC	
be	 re-appointed	 as	 the	 auditors.	 Resolution	 concerning	 the		
re-appointment	of	PwC	will	be	proposed	to	shareholders	at	the	
2018	Annual	General	Meeting.

related party transactions

The	BARMC	conducted	quarterly	review	of	the	recurrent	related	
party	transactions	(“RRPT”)	entered	into	by	the	Group	to	ensure	
that	such	transactions	are	undertaken	on	commercial	terms	and	
on	terms	not	more	favourable	to	the	related	parties	than	those	
generally	available	to	and/or	from	the	public.	

The	Group	had	put	in	place	procedures	and	processes	to	monitor,	
track	and	identify	the	RRPT	as	well	as	to	ensure	that	the	RRPT	
are	conducted	on	commercial	terms	consistent	with	the	Group’s	
usual	 business	 practices	 and	 policies	 and	 on	 terms	 not	 more	
favourable	to	the	related	parties	than	those	generally	available	
to	and/or	from	the	public,	where	applicable.

The	BARMC	reviewed	the	said	procedures	and	processes	on	an	
annual	basis	and	as	and	when	required,	to	ensure	that	the	said	
procedures	are	adequate	to	monitor,	track	and	identify	RRPT	in	a	
timely	and	orderly	manner,	and	are	sufficient	to	ensure	that	the	
RRPT	will	 be	 carried	out	 on	 commercial	 terms	 consistent	with	
the	Group’s	usual	business	practices	and	policies	and	on	terms	
not	more	favourable	to	the	related	parties	than	those	generally	
available	to	and/or	from	the	public.

Internal audit

The	BARMC	review	the	adequacy	of	internal	audit	scope,	internal	
audit	plan	and	resources	of	the	various	internal	audit	functions	
within	Internal	Audit	Department	(“IAD”).

During	the	financial	year,	BARMC	noted	that	IAD	had	effectively	
carried	out	 internal	audits	to	all	business	entities	of	the	Group	
and	reviewed	the	IAD’s	reports	on	the	audits	performed	on	the	
investment	 banking	business,	 stockbroking	business	 and	 asset	
management	business	as	set	out	under	Internal	Audit	Function	
of	this	report.

BOARD AUDIT AND
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How tHe BarMc DIScHarGeS tHeIr reSpoNSIBILItIeS: 
(coNtINueD)

Internal audit (continued)

The	review	of	BARMC	on	the	audit	findings	and	recommendations	
of	 the	 IAD	 focusing	 of	 the	 adequacy	 and	 integrity	 of	 internal	
control	 systems,	 business	 and	 compliance	 audits	 on	 the	
respective	 divisions.	 The	 management	 responses	 to	 IAD’s	
findings	 were	 also	 presented	 for	 the	 BARMC’s	 consideration.	
The	 BARMC	 also	 reviewed	 at	 every	 BARMC	 meetings	 the	
status	update	of	management’s	corrective	action	plans	 for	 the	
resolution	 of	 internal	 audit’s	 findings	 and	 recommendations.	
Recommendations	 were	 made	 by	 BARMC	 to	 ensure	 that	 the	
root	causes	raised	by	IAD	in	their	audit	reports	were	effectively	
resolved	and	that	any	outstanding	audit	findings	be	tracked	for	
timely	resolution.

risk Management and Internal control System

The	 BARMC	 considered	 reports	 on	 risk	 management	 for	 the	
purpose	of	overseeing	and	reporting	to	the	Board,	on	the	proper	
functioning	 of	 Risk	 Management	 as	 part	 of	 its	 responsibilities	
to	monitor	the	Group’s	compliance	with	the	business	objectives,	
policies,	reporting	standards	and	control	procedures	of	the	Group.	

The	CRO	was	invited	to	present	to	the	BARMC	the	Risk	Management	
Dashboard	 covering	 among	 others	 Credit	 Risk,	 Market	 Risk,	
Liquidity	Risk,	Operational	Risk,	IT	Risk	and	Regulatory	Risk.	The	
BARMC	also	considered	and	reviewed	the	processes	put	in	place	
to	 identify,	evaluate	and	manage	significant	 risks	encountered	
by	the	Group	as	well	as	the	adequacy	and	integrity	of	internal	
control	 systems,	 including	 risk	 management	 and	 relevant	
management	information	system.

compliance

The	BARMC	 considered	 reports	 on	 compliance	 for	 the	 purpose	
of	 overseeing	 and	 reporting	 to	 the	 Board	 on	 the	 compliance	
functions	of	the	Group	as	part	of	 its	responsibilities	to	monitor	
the	 Group’s	 compliance	 with	 regulatory	 requirements	 and	
internal	policies.

The	 CCO	was	 invited	 to	present	 to	 the	BARMC	 the	 compliance	
reports	and	deliberations	on	significant	compliance	issues	were	
made.

INterNaL auDIt FuNctIoN

The	Internal	Audit	function	is	established	at	its	subsidiary,	Hong	
Leong	Investment	Bank	Berhad,	hence,	provision	of	Internal	Audit	
Function	 to	 Hong	 Leong	 Asset	 Management	 Bhd	 is	 through	 a	
shared	service	agreement.	IAD	employs	a	risk	-based	assessment	
approach	 in	 auditing	 the	 Company’s	 business	 and	 operational	
activities.	 The	 high	 risk	 activities	 are	 given	 due	 attention	 and	
audited	 on	 a	more	 regular	 basis	while	 the	 rest	 are	 prioritised	
accordingly	to	the	potential	risk	exposure	and	impact.

IAD	provides	an	independent	and	objective	assessment	of	Hong	
Leong	Capital	Group	companies’	activities,	with	the	aim	to	add	
value	as	well	as	to	improve	the	efficiency	and	effectiveness	of	
the	governance,	operational	processes,	information	systems,	risk	
management	and	internal	controls.

IAD	 utilises	 a	 risk-based,	 systematic	 and	 disciplined	 approach	
to	 evaluate	 and	 improve	 the	effectiveness	 of	 the	governance,	
risk	 management,	 internal	 controls	 and	 governance	 systems	
and	 processes	 and	 providing	 the	 BARMC	 with	 information,	
recommendations	and	reasonable	assurance	to	assist	them	in	the	
effective	discharge	of	 their	 responsibilities	 to	 the	shareholders	
and	stakeholders.

To	this	effect,	the	IAD	function	assesses	the	following	areas:

(i)	 Risks	are	appropriately	identified	and	managed.

(ii)	 Control	environments	are	effective	and	sufficient.

(iii)	 Governance	 processes	 are	 adequate	 and	 effective,	 and	
interaction	with	the	various	governance	groups	occurs	as	
needed.

(iv)	 Significant	financial,	managerial,	and	operating	information	
is	accurate,	reliable,	and	timely.

(v)	 Employee’s	 actions	 are	 in	 compliance	 with	 policies,	
standards,	procedures,	and	applicable	laws	and	regulations.

(vi)	 Resources	are	acquired	economically,	being	used	efficiently,	
and	are	adequately	protected.

(vii)	 Programs,	plans,	and	objectives	are	achieved.

(viii)	 Quality	and	continuous	 improvement	are	 fostered	 in	 the	
organisation’s	control	process.

(ix)	 Significant	 legislative	 or	 regulatory	 issues	 impacting	 the	
organisation	are	recognized	and	adequately	addressed.

(x)	 Effectiveness	and	robustness	of	stress	 testing	procedures	
and	practices.

(xi)	 Adequacy	 and	 effectiveness	 in	 assessing	 the	 entity’s	
capital	in	relation	to	its	estimation	of	risk.

(xii)	 Compliance	with	internal	and	external	policies,	procedures,	
rules,	guidelines,	directives,	laws	and	regulations.

(xiii)	 Compliance	with	Shariah	rules	and	principles	as	determined	
by	 entity’s	 Shariah	 Committee	 or	 other	 relevant	 Islamic	
authorities	(for	Islamic	operations).

(xiv)	 Identification	of	opportunities	and	area	of	improvements	in	
management	control,	profitability,	and	 the	organisation’s	
image.

The	cost	incurred	for	the	Internal	Audit	function	in	respect	of	the	
FYE	2018	was	RM953,828.99.

This	BARMC	Report	is	made	in	accordance	with	the	resolution	of	
the	Board.

BOARD AUDIT AND
rISK MaNaGeMeNt coMMIttee report
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cORPORATE gOVERNANcE OVERVIEW,
rISK MaNaGeMeNt & INterNaL coNtroL StateMeNt

The	 Board	 of	 Directors	 (“Board”)	 is	 pleased	 to	 present	 this	
statement	with	an	overview	of	the	corporate	governance	(“CG”)	
practices	 of	 the	 Group	 which	 support	 the	 three	 key	 principles	
of	 the	 Malaysian	 Code	 on	 Corporate	 Governance	 (“MCCG”)	
namely	 board	 leadership	 and	 effectiveness;	 effective	 audit	
and	risk	management;	and	integrity	in	corporate	reporting	and	
meaningful	relationship	with	stakeholders.

The	CG	Report	2018	of	the	Company	in	relation	to	this	statement	
is	 published	 on	 the	 Company’s	 website,	 www.hlcap.com.my	
(“the	Company’s	Website”).

a. roLeS aND reSpoNSIBILItIeS oF tHe BoarD

The	Board	assumes	responsibility	for	effective	stewardship	
and	 control	 of	 the	 Company	 and	 has	 established	 terms	
of	 reference	 (“TOR”)	 to	 assist	 in	 the	 discharge	 of	 this	
responsibility.	

In	 discharging	 its	 responsibilities,	 the	 Board	 has	
established	 functions	 which	 are	 reserved	 for	 the	 Board	
and	those	which	are	delegated	to	management.	The	key	
roles	and	responsibilities	of	 the	Board	are	set	out	 in	 the	
Board	Charter,	which	was	 last	 reviewed	by	 the	Board	 in	
September	2017,	 and	will	 be	periodically	 reviewed.	 The	
Board	 Charter	 is	 published	 on	 the	 Company’s	 Website.	
The	 key	 roles	 and	 responsibilities	 of	 the	 Board	 broadly	
cover	 formulation	 of	 corporate	 policies	 and	 strategies;	
overseeing	 and	 evaluating	 the	 conduct	 of	 the	 Group’s	
businesses;	 identifying	 principal	 risks	 and	 ensuring	 the	
implementation	of	appropriate	systems	to	manage	those	
risks;	 and	 reviewing	 and	 approving	 key	matters	 such	 as	
financial	results,	investments	and	divestments,	acquisitions	
and	disposals,	and	major	capital	expenditure.

“corporate Governance is the process and structure used to 
direct and manage the business and affairs of the company 
towards enhancing business prosperity and corporate 
accountability with the ultimate objective of realising long 
term shareholder value, whilst taking into account the interest 
of other stakeholders.”

~ Finance Committee on Corporate Governance

In	addition,	the	Board	has	established	Board	Committees	
which	 operate	 within	 clearly	 defined	 TOR	 primarily	 to	
support	 the	 Board	 in	 the	 execution	 of	 its	 duties	 and	
responsibilities.	

To	discharge	 its	oversight	roles	and	responsibilities	more	
effectively,	 the	 Board	 has	 delegated	 the	 independent	
oversight	 over,	 inter	 alia,	 internal	 and	 external	 audit	
functions,	 internal	 controls	 and	 risk	 management	 to	
the	 Board	 Audit	 and	 Risk	 Management	 Committee	
(“BARMC”).	 The	 Nomination	 Committee	 (“NC”)	 is	
delegated	 the	authority	 to,	 inter	alia,	 assess	and	 review	
Board,	 Board	 Committees	 and	 Chief	 Executive	 Officer	
(“CEO”)	appointments	and	 re-appointments	and	oversee	
management	succession	planning.	Although	the	Board	has	
granted	such	authority	to	Board	Committees,	the	ultimate	
responsibility	and	 the	final	decision	 rest	with	 the	Board.	
The	 chairmen	 of	 Board	 Committees	 report	 to	 the	 Board	
on	matters	dealt	with	at	their	respective	Board	Committee	
meetings.	Minutes	of	Board	Committee	meetings	are	also	
tabled	at	Board	meetings.

The	Chairman	leads	the	Board	and	ensures	its	smooth	and	
effective	functioning.

Independent	 Non-Executive	 Directors	 (“INEDs”)	 are	
responsible	 for	 providing	 insights,	 unbiased	 and	
independent	 views,	 advice	 and	 judgment	 to	 the	 Board	
and	bring	impartiality	to	Board	deliberations	and	decision-
making.	They	also	ensure	effective	checks	and	balances	on	
the	Board.	There	are	no	relationships	or	circumstances	that	
could	interfere	with	or	are	likely	to	affect	the	exercise	of	
INEDs’	independent	judgment	or	their	ability	to	act	in	the	
best	interest	of	the	Company	and	its	shareholders.

CORPORATE

49
ANNUAL
REPORT

2018



cORPORATE gOVERNANcE OVERVIEW,
rISK MaNaGeMeNt & INterNaL coNtroL StateMeNt

a. roLeS aND reSpoNSIBILItIeS oF tHe BoarD 
(coNtINueD)

The	Group	continues	 to	operate	 in	a	sustainable	manner	
and	 seeks	 to	 contribute	 positively	 to	 the	 well-being	 of	
stakeholders.	 The	Group	 takes	a	progressive	approach	 in	
integrating	sustainability	 into	its	businesses	as	set	out	 in	
the	Sustainability	Statement	in	the	Annual	Report.

The	 Board	 observes	 the	 Code	 of	 Ethics	 for	 Company	
Directors	 established	 by	 the	 Companies	 Commission	 of	
Malaysia	(“CCM”),	which	has	been	adopted	by	the	Board	
and	 published	 on	 the	 Company’s	 Website.	 In	 addition,	
the	 Company	 also	 has	 a	 Code	 of	 Conduct	 and	 Ethics	 for	
Employees	that	set	out	sound	principles	and	standards	of	
good	practice	which	are	to	be	observed	by	the	employees.	
A	 Whistleblowing	 Policy	 has	 also	 been	 established	 by	
the	 Company	 and	 it	 provides	 a	 structured	 channel	 for	
all	 employees	 of	 the	 Company	 and	 any	 other	 persons	
providing	 services	 to,	 or	 having	 a	 business	 relationship	
with	 the	 Company,	 to	 report	 any	 concerns	 about	 any	
improper	conduct,	wrongful	acts	or	malpractice	committed	
within	the	Company.

B. BoarD coMpoSItIoN

The	 Board	 currently	 comprise	 (5)	 Directors.	 The	 five	 (5)	
Directors,	 all	 of	whom	are	Non-Executive	whilst	 four	 (4)	
are	independent.	The	profiles	of	the	members	of	the	Board	
are	set	out	in	the	Annual	Report.

The	 Company	 is	 guided	 by	 Main	 Market	 Listing	
Requirements	 (“MMLR”)	 of	 Bursa	 Malaysia	 Securities	
Berhad	 (“Bursa”)	 in	 determining	 its	 Board	 composition.	
The	 Board	 shall	 determine	 the	 appropriate	 size	 of	 the	
Board	to	enable	an	efficient	and	effective	conduct	of	Board	
deliberation.	The	Board	shall	have	a	balance	of	skills	and	
experience	 to	 commensurate	 with	 the	 complexity,	 size,	
scope	 and	 operations	 of	 the	 Company.	 Board	 members	
should	have	the	ability	to	commit	time	and	effort	to	carry	
out	their	duties	and	responsibilities	effectively.

The	 Company	 has	 in	 place	 a	 Board	 Diversity	 Policy.	 The	
Board	recognises	 the	merits	of	Board	diversity	 in	adding	
value	to	collective	skills,	perspectives	and	strengths	to	the	
Board.	The	Board	will	consider	appropriate	targets	in	Board	
diversity	including	gender	balance	on	the	Board	and	will	
take	the	necessary	measures	to	meet	these	targets	from	
time	to	time	as	appropriate.	The	Board	will	work	towards	
increasing	women	participation	on	the	Board	in	line	with	
the	MCCG.

Based	 on	 the	 review	 of	 the	 Board	 composition	 in	 July	
2018,	 the	Board	 is	of	 the	view	that	 the	current	size	and	
composition	 of	 the	 Board	 are	 appropriate	 and	 effective	
for	 the	 control	 and	direction	of	 the	Group’s	 strategy	and	
business.	The	composition	of	the	Board	also	fairly	reflects	
the	investment	of	shareholders	in	the	Company.

c. BoarD coMMItteeS

Board	Committees	have	been	established	by	the	Board	to	
assist	in	the	discharge	of	its	duties.

(a) BarMc

The	composition	of	the	BARMC	and	a	summary	of	its	
activities	in	the	discharge	of	its	functions	and	duties	
for	 the	financial	 year	 and	explanation	on	how	 the	
BARMC	had	met	its	responsibilities	are	set	out	in	the	
BARMC	Report	in	this	Annual	Report.

The	 functions	 and	 responsibilities	 of	 the	 BARMC	
are	set	out	 in	 the	TOR	which	are	published	on	the	
Company’s	Website.

(b) Nc

The	 NC	 has	 been	 established	 on	 30	 October	 2008	
and	the	members	are	as	follows:

• yBhg tan Sri Dato’ Seri Khalid ahmad bin 
Sulaiman
(Chairman)

• yBhg Dato’ ahmad Fuaad bin Mohd Dahalan

• Mr tan Kong Khoon
(Appointed as NC member with effect from  
2 February 2018)

• yBhg tan Sri Quek Leng chan 
(Resigned as NC member with effect from  
2 February 2018)

• yBhg Dato’ Mohamed Nazim bin abdul razak
(Retired as NC member with effect from  
26 October 2017)

The	 NC’s	 functions	 and	 responsibilities	 are	 set	 out	
in	 the	 TOR	 which	 is	 published	 on	 the	 Company’s	
Website.

The	 Company	 has	 in	 place	 Fit	 and	 Proper	 (“F&P”)	
Policy	 as	 a	 guide	 for	 the	 following	 process	 and	
procedure	for	assessment	of	(i)	new	appointments	
and	re-appointments	of	Chairman,	Directors	and	CEO	
(ii)	the	appointment	of	Board	Committee	members,	
and	 (iii)	 annual	 F&P	 assessment	 of	 Chairman,	
Directors	 and	 CEO,	 and	 the	 criteria	 and	 guidelines	
used	for	such	assessment.
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c. BoarD coMMItteeS (coNtINueD)

(b) Nc (continued)

(i) New appointments

The	nomination,	assessment	and	approval	process	for	new	appointments	is	as	follows:

Identification	
of	candidates

CTOS	
(Bankruptcy)	search

•	 Assessment	against	Assessment	
Criteria	and	Guidelines

•	 F&P	Declaration
•	 Relevant	Credit	Bureau	Checks
•	 Recommendation	by	the	NC

Deliberation	by	the		
Board	and	decision	
thereof

Meeting	with	
candidates

Deliberation	
by	the	Board	
and	decision	
thereof

•	 Assessment	against	Assessment	
Criteria	and	Guidelines

•	 F&P	Declaration	by	candidates
•	 Relevant	Credit	Bureau	Checks
•	 CTOS	(Bankruptcy)	search
•	 Recommendation	by	the	NC

In	assessing	the	candidates	 for	Board	appointments,	 the	NC	will	 take	 into	account,	 inter	alia,	 the	strategic	and	
effective	 fit	 of	 the	 candidates	 for	 the	 Board,	 the	 overall	 desired	 composition	 and	 the	 mix	 of	 expertise/and	
experience	of	the	Board	as	a	whole	and	having	regard	to	the	candidates’	attributes,	qualifications,	management,	
leadership,	 business	 experience	 and	 their	 F&P	 Declarations	 in	 respect	 of	 their	 probity,	 competence,	 personal	
integrity,	 reputation,	qualifications,	 skills,	experience	and	financial	 integrity	 in	 line	with	 the	 standards	 required	
under	 the	 relevant	 guidelines.	 The	 Company	 has	 taken	 steps	 to	 build	 and	 maintain	 a	 pool	 of	 potential	 Board	
candidates	 from	 internal	 and	 external	 introductions,	 recommendations	 and	 independent	 sources	 with	 director	
databases	in	its	search	for	suitable	Board	candidates.

In	the	case	of	CEO,	the	NC	will	take	into	account	the	candidate’s	knowledge	and	experience	in	the	industry,	market	
and	segment.	The	NC	will	also	consider	the	candidate’s	F&P	Declaration	in	line	with	the	standards	required	under	
the	relevant	guidelines.

(ii) re-appointments

The	assessment	and	approval	process	for	re-appointments	is	as	follows:

For	re-appointments,	the	Chairman,	Directors	and	CEO	will	be	evaluated	on	their	performance	in	the	discharge	of	
duties	and	responsibilities	effectively,	including,	inter	alia,	contribution	to	Board	deliberations,	time	commitment	
as	 well	 as	 the	 Annual	 Board	 Assessment	 (as	 defined	 below)	 results,	 contributions	 during	 the	 term	 of	 office,	
attendance	 at	 Board	 meetings,	 F&P	 Declarations	 in	 respect	 of	 their	 probity,	 competence,	 personal	 integrity,	
reputation,	qualifications,	skills,	experience	and	financial	 integrity	in	line	with	the	standards	required	under	the	
relevant	guidelines	and	for	Independent	Directors,	their	continued	independence.

cORPORATE gOVERNANcE OVERVIEW,
rISK MaNaGeMeNt & INterNaL coNtroL StateMeNt
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c. BoarD coMMItteeS (coNtINueD)

(b) Nc (continued)

(iii) Board committee appointments

The	 nomination,	 assessment	 and	 approval	 process	 for	 appointments	 to	 Board	 Committees	 (“Board	 Committee	
Appointments”)	is	as	follows:

The	assessment	for	Board	Committee	Appointments	will	be	based	on	the	Directors’	potential	contributions	and	
value-add	to	the	Board	Committees	with	regard	to	Board	Committees’	roles	and	responsibilities.

In	addition,	a	formal	evaluation	process	has	been	put	in	place	to	assess	the	effectiveness	of	the	Board	as	a	whole,	the	
Board	Committees	and	the	contribution	and	performance	of	each	individual	Director	on	an	annual	basis	(“Annual	Board	
Assessment”)	in	conjunction	with	the	annual	F&P	assessment	of	Chairman,	Directors	and	CEO.	The	NC	will	deliberate	on	
the	results	of	the	Annual	Board	Assessment	and	submit	its	recommendation	to	the	Board	for	consideration	and	approval.	
For	newly	appointed	Chairman,	Directors	and	CEO,	the	Annual	Board	Assessment	will	be	conducted	at	the	next	annual	
assessment	exercise	following	the	completion	of	one	year	of	service.	

Assessment	criteria	for	Board	as	a	whole	include,	inter	alia,	the	effectiveness	of	the	Board	composition	in	terms	of	size	
and	structure	vis-à-vis	 the	complexity,	 size,	 scope	and	operations	of	 the	Company;	 the	core	skills,	 competencies	and	
experience	of	 the	Directors;	and	 the	Board’s	 integrity,	 competency,	 responsibilities	and	performance.	The	assessment	
criteria	for	Board	Committees	include	the	effectiveness	of	the	respective	Board	Committees’	composition	in	terms	of	mix	
of	skills,	knowledge	and	experience	to	carry	out	their	respective	roles	and	responsibilities	per	the	Board	Committees’	TOR	
and	the	contribution	of	Board	Committees	members.	Each	individual	Director	is	assessed	on,	inter	alia,	the	effectiveness	of	
his/her	competency,	expertise	and	contributions.	The	skills,	experience,	soundness	of	judgment	as	well	as	contributions	
towards	the	development	of	business	strategies	and	direction	of	the	Company	and	analytical	skills	to	the	decision-making	
process	are	also	taken	into	consideration.

For	 management	 succession	 planning,	 it	 has	 been	 embedded	 in	 the	Group’s	 process	 over	 the	 years	 to	 continuously	
identify,	groom	and	develop	key	talents	from	within	the	Group.	The	Group	also	has	a	talent	development	programme	to	
identify,	retain	and	develop	young	high	potential	talents.

The	NC	meets	at	 least	once	 in	each	financial	year	and	additional	meetings	may	be	called	at	any	 time	as	and	when	
necessary.

During	the	financial	year	ended	30	June	2018	(“FYE	2018”),	one	(1)	NC	meeting	was	held	and	the	attendance	of	the	NC	
members	was	as	follows:

Member attendance

YBhg	Tan	Sri	Dato’	Seri	Khalid	Ahmad	bin	Sulaiman	 1/1
YBhg	Dato’	Ahmad	Fuaad	bin	Mohd	Dahalan	 1/1
Mr	Tan	Kong	Khoon(1)	 -
YBhg	Tan	Sri	Quek	Leng	Chan(2)	 1/1
YBhg	Dato’	Mohamed	Nazim	bin	Abdul	Razak(3)	 	-

(1) Appointed as NC member with effect from 2 February 2018. The NC meeting was held before his appointment
(2) Resigned as NC member with effect from 2 February 2018
(3) Retired as NC member with effect from 26 October 2017

Identification	of	Directors	
for	Board	Committees	
membership

•	 Assessment	against	Assessment	
Criteria	and	Guidelines

•	 Recommendation	by	the	NC

Deliberation	by	the		
Board	and	decision	
thereof
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c. BoarD coMMItteeS (coNtINueD)

(b) Nc (continued)

The	 NC	 carried	 out	 the	 following	 activities	 in	 the	
discharge	 of	 its	 duties	 in	 accordance	 with	 its	 TOR	
during	the	FYE	2018:

•	 Carried	 out	 the	 Annual	 Board	 Assessment	 and	
was	 satisfied	 that	 the	Board	as	 a	whole,	Board	
Committees	 and	 individual	 Directors	 have	
continued	 to	 effectively	 discharge	 their	 duties	
and	 responsibilities	 in	 accordance	 with	 their	
respective	 TORs,	 and	 that	 the	 current	 Board	
composition	in	terms	of	Board	balance,	size	and	
mix	of	skills	 is	appropriate	and	effective	for	the	
discharge	of	its	functions.	The	NC	took	cognisance	
of	the	merits	of	Board	diversity	including	women	
participation	on	the	Board,	in	adding	value	to	the	
Company.	 The	 NC	 will	 work	 towards	 increasing	
women	 participation	 on	 the	 Board	 in	 line	 with	
the	MCCG;

•	 Considered	 and	 assessed	 the	 position	 of	
Independent	Directors	of	 the	Company	and	was	
satisfied	 that	 the	 Independent	 Directors	 met	
the	 regulatory	 requirements	 for	 Independent	
Directors;	

•	 Reviewed	 the	 F&P	 Declarations	 by	 Directors’	
in	 line	 with	 the	 Company’s	 F&P	 Policy	 on	 F&P	
criteria	and	was	satisfied	that	the	Directors	met	
the	 requirements	 as	 set	 out	 in	 the	 Company’s	
Policy	on	F&P	criteria;

•	 Reviewed	the	term	of	office	and	performance	of	
the	BARMC	and	each	of	its	members	in	accordance	
with	the	TOR	of	BARMC	and	was	of	the	view	that	
the	BARMC	and	each	of	its	members	had	carried	
out	 their	 duties	 in	 accordance	 with	 the	 BARMC	
TOR	for	the	periods	under	review;	and	

•	 Reviewed	 and	 recommended	 to	 the	 Board	 for	
adoption	 the	 revisions	 to	 the	 F&P	 Policy	 of	 the	
Company	on	tenure	of	Independent	Directors	and	
criteria	of	Independent	Directors.

(c) remuneration committee (“rc”)

The	 RC	 was	 established	 on	 30	 October	 2008.	 The	
composition	of	the	RC	is	as	follows:

• yBhg Dato’ ahmad Fuaad bin Mohd Dahalan
(Chairman)
(Appointed as RC Chairman with effect from  
26 October 2017)

• Ms tai Siew Moi

• Mr tan Kong Khoon
(Appointed as RC member with effect from  
2 February 2018)

• yBhg tan Sri Quek Leng chan
(Resigned as RC member with effect from  
2 February 2018)

• yBhg Dato’ Mohamed Nazim bin abdul razak
(Retired as RC Chairman with effect from  
26 October 2017)

The	 RC’s	 functions	 and	 responsibilities	 are	 set	 out	
in	 the	 TOR	 which	 is	 published	 on	 the	 Company’s	
Website.	

During	the	FYE	2018,	one	(1)	RC	meeting	was	held	
and	 the	 attendance	 of	 the	 RC	 members	 was	 as	
follows:

Member attendance

YBhg	Dato’	Ahmad	Fuaad	 1/1	
bin	Mohd	Dahalan(1)

YBhg	Tan	Sri	Quek	Leng	Chan	 1/1
Ms	Tai	Siew	Moi	 1/1
Mr	Tan	Kong	Khoon(2)	 -
YBhg	Dato’	Mohamed	Nazim		

bin	Abdul	Razak(3)	 -

(1)	 Appointed as RC Chairman with effect from 26 October 
2017

(2)	 Appointed as RC member with effect from 2 February 
2018. The RC meeting was held before his appointment 

(3)	 Retired as RC member with effect from 26 October 
2017. The RC meeting was held after his retirement
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c. BoarD coMMItteeS (coNtINueD)

(c) remuneration committee (“rc”) (continued)

The	 Group’s	 remuneration	 scheme	 for	 Executive	
Directors	is	linked	to	performance,	service	seniority,	
experience	 and	 scope	 of	 responsibility	 and	 is	
periodically	 benchmarked	 to	 market/industry	
surveys	 conducted	by	human	 resource	 consultants.	
Performance	is	measured	against	profits	and	targets	
set	in	the	Group’s	annual	plan	and	budget.

The	level	of	remuneration	of	Non-Executive	Directors	
reflects	the	scope	of	responsibilities	and	commitment	
undertaken	by	them.

The	RC,	in	assessing	and	reviewing	the	remuneration	
packages	 of	 Executive	 Directors,	 ensures	 that	 a	
strong	 link	 is	 maintained	 between	 their	 rewards	
and	individual	performance,	based	on	the	provisions	
in	 the	 Group’s	 Human	 Resources	 Manual,	 which	
are	 reviewed	 from	 time	 to	 time	 to	 align	 with	
market/industry	 practices.	 The	 fees	 of	 directors	
are	 recommended	 and	 endorsed	 by	 the	 Board	 for	
approval	by	the	shareholders	of	the	Company	at	its	
Annual	General	Meeting	(“AGM”).

The	 detailed	 remuneration	 of	 each	 Director	 during	
the	FYE	2018	is	as	set	out	in	Note	31	of	the	Audited	
Financial	Statements	in	the	Annual	Report.	

D. INDepeNDeNce

The	Board	takes	cognisance	of	the	provisions	of	the	MCCG,	
which	 states	 that	 the	 tenure	of	an	 Independent	Director	
should	not	exceed	a	cumulative	term	of	9	years	and	upon	
completion	of	 the	9	years,	an	 Independent	Director	may	
continue	 to	 serve	 on	 the	 Board	 subject	 to	 the	 Director’s	
re-designation	 as	 a	 Non-Independent	 Director.	 It	 further	
states	 that	 in	 the	 event	 the	 Board	 wishes	 to	 retain	 an	
Independent	Director	who	has	served	a	cumulative	term	
of	 9	 years	 and	 above,	 shareholders’	 approval	 shall	 be	
annually	sought	with	justification.	In	the	event	the	Board	
wishes	to	retain	an	Independent	Director	who	has	served	
a	 cumulative	 term	of	12	years	and	above,	 shareholders’	
approval	 shall	 be	 annually	 sought	 through	 a	 two-tier	
voting	process.

The	 Independent	 Directors	 have	 declared	 their	
independence,	and	the	NC	and	the	Board	have	determined,	
at	the	annual	assessment	carried	out,	that	the	Independent	
Directors	 have	 continued	 to	 bring	 independent	 and	
objective	 judgment	 to	Board	 deliberations	 and	decision-
making.	

YBhg	 Tan	 Sri	 Dato’	 Seri	 Khalid	 Ahmad	 bin	 Sulaiman	 and	
YBhg	Dato’	Ahmad	Fuaad	bin	Mohd	Dahalan	who	served	
more	than	9	years	on	the	Board	have	informed	the	Board	
that	 they	 will	 retire	 at	 the	 conclusion	 of	 the	 Twenty-
seventh	Annual	General	Meeting.

The	 Company	 has	 in	 place	 a	 policy	 in	 relation	 to	 the	
tenure	for	Independent	Directors	of	the	Company	(“Tenure	
Policy”)	 under	 the	 F&P	 Policy	 of	 the	 Company.	 Pursuant	
to	 the	 Tenure	 Policy,	 an	 Independent	 Director	 who	 has	
served	 on	 the	 Board	 of	 the	 Company	 for	 a	 period	 of		
9	years	cumulatively	shall	submit	a	Letter	of	Intent	to	the	
NC	 informing	 of	 his	 intention	 to	 continue	 in	 office	 or	 to	
retire	 from	 the	 Board	 as	 an	 Independent	 Director,	 upon	
the	due	date	for	his	retirement	by	rotation	pursuant	to	the	
Constitution	of	the	Company.	

If	the	intention	is	to	continue	in	office,	the	NC	shall	consider	
based	on	the	assessment	criteria	and	guidelines	set	out	in	
the	F&P	Policy	and	make	the	appropriate	recommendation	
to	 the	 Board.	 For	 public	 listed	 bank/companies	 under	
the	 Hong	 Leong	 Financial	 Group,	 shareholders’	 approval	
at	AGMs	shall	be	sought	 in	accordance	with	the	relevant	
requirements	 under	 the	 MCCG	 and	 the	 MMLR	 subject	 to	
favourable	assessment	of	the	NC	and	the	Board.	

The	Board	seeks	to	strike	an	appropriate	balance	between	
tenure	of	service,	continuity	of	experience	and	refreshment	
of	 the	 Board.	 Although	 a	 longer	 tenure	 of	 directorship	
may	be	perceived	as	 relevant	 to	 the	determination	of	 a	
Director’s	 independence,	 the	 Board	 recognises	 that	 an	
individual’s	independence	should	not	be	determined	solely	
based	on	tenure	of	service.	Further,	the	continued	tenure	
of	directorship	brings	considerable	stability	to	the	Board,	
and	the	Company	benefits	from	Directors	who	have,	over	
time,	 gained	 valuable	 insight	 into	 the	 Group,	 its	 market	
and	the	industry.	

e. coMMItMeNt 

The	Directors	are	aware	of	their	responsibilities	and	devote	
sufficient	 time	 to	 carry	 out	 such	 responsibilities.	 In	 line	
with	the	MMLR,	Directors	are	required	to	comply	with	the	
restrictions	on	the	number	of	directorships	in	public	listed	
companies.	Directors	provide	notifications	to	the	Board	for	
acceptance	of	any	new	Board	appointments.	This	ensures	
that	their	commitment,	resources	and	time	are	focused	on	
the	affairs	on	the	Company	to	enable	them	to	discharge	
their	 duties	 effectively.	 Board	 meetings	 are	 scheduled	 a	
year	 ahead	 in	 order	 to	 enable	 full	 attendance	 at	 Board	
meetings.	 Additional	 meetings	 may	 be	 convened	 on	 an	
ad	hoc	basis	as	and	when	necessary.	Where	appropriate,	
decisions	 are	 also	 taken	 by	 way	 of	 Directors’	 Circular	
Resolutions.	Directors	are	required	to	attend	at	least	50%	
of	Board	meetings	held	in	each	financial	year	pursuant	to	
the	MMLR.
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e. coMMItMeNt (coNtINueD)

All	 Board	 members	 are	 supplied	 with	 information	 in	 a	
timely	manner.	The	Company	has	moved	towards	electronic	
Board	 reports.	 Board	 reports	 are	 circulated	 electronically	
prior	 to	 Board	 and	 Board	 Committee	 meetings	 and	 the	
reports	 provide,	 amongst	 others,	 financial	 and	 corporate	
information,	significant	operational,	financial	and	corporate	
issues,	updates	on	the	performance	of	the	Company	and	of	
the	Group	and	management’s	proposals	which	require	the	
approval	of	the	Board.

All	 Directors	 have	 access	 to	 the	 advice	 and	 services	
of	 a	 qualified	 and	 competent	 Company	 Secretary	 to	
facilitate	 the	 discharge	 of	 their	 duties	 effectively.	 The	
Company	Secretary	 is	qualified	 to	act	under	 Section	235	
of	 the	 Companies	 Act	 2016.	 She	 supports	 the	 effective	
functioning	 of	 the	 Board,	 provides	 advice	 and	 guidance	
to	 the	 Board	 on	 policies	 and	 procedures,	 relevant	 rules,	
regulations	and	laws	in	relation	to	corporate	secretarial	and	
governance	functions	and	facilitates	effective	information	
flows	amongst	 the	Board,	Board	 Committees	 and	 senior	
management.	All	Directors	also	have	access	to	the	advice	
and	 services	 of	 the	 internal	 auditors	 and	 in	 addition,	 to	
independent	professional	advice,	where	necessary,	at	the	
Company’s	expense,	in	consultation	with	the	Chairman	of	
the	Company.

At	 Board	 meetings,	 active	 deliberations	 of	 issues	 by	
Board	 members	 are	 encouraged	 and	 such	 deliberations,	
decisions	 and	 conclusions	 are	 recorded	 by	 the	 Company	
Secretary	accordingly.	Any	Director	who	has	an	interest	in	
the	 subject	 matter	 to	 be	 deliberated	 shall	 abstain	 from	
deliberating	and	voting	on	the	same	during	the	meetings.

The	Board	met	five	(5)	times	for	the	FYE	2018	with	timely	
notices	of	issues	to	be	discussed.	Details	of	attendance	of	
each	Director	are	as	follows:

Director attendance

Mr	Tan	Kong	Khoon		 5/5
YBhg	Tan	Sri	Dato’	Seri	Khalid	Ahmad		

bin	Sulaiman	 5/5
YBhg	Dato’	Ahmad	Fuaad		

bin	Mohd	Dahalan	 5/5
Ms	Tai	Siew	Moi(1)	 4/4
YBhg	Tan	Sri	Quek	Leng	Chan(2)	 4/4
YBhg	Dato’	Mohamed	Nazim		

bin	Abdul	Razak(3)	 -

Ms	Koid	Swee	Lian	was	appointed	to	the	Board	after	the	
close	of	the	FYE	2018	and	as	such	did	not	attend	any	of	the	
Board	meeetings	held	during	the	FYE	2018.

(1) Appointed as Director with effect from 18 September 2017
(2) Resigned as Director with effect from 2 February 2018
(3) Retired as Director on 26 October 2017

The	 Company	 recognises	 the	 importance	 of	 continuous	
professional	development	and	training	for	its	Directors.

The	 Company	 is	 guided	 by	 a	 Directors’	 Training	 Policy,	
which	 covers	 an	 Induction	 Programme	 and	 Continuing	
Professional	 Development	 (“CPD”)	 for	 Directors	 of	 the	
Company.	 The	 Induction	 Programme	 is	 organised	 for	
newly	 appointed	 Directors	 to	 assist	 them	 to	 familiarise	
and	 to	 get	 acquainted	 with	 the	 Company’s	 business,	
governance	process,	roles	and	responsibilities	as	Director	
of	 the	 Company.	 The	 CPD	 encompasses	 areas	 related	 to	
the	industry	or	business	of	the	Company,	governance,	risk	
management	 and	 regulations	 through	 a	 combination	 of	
courses	and	conferences.	A	training	budget	is	allocated	for	
Directors’	training	programmes.

All	 Directors	 of	 the	 Company	 have	 completed	 the	
Mandatory	Accreditation	Programme.	

The	 Company	 regularly	 organises	 in-house	 programmes,	
briefings	 and	 updates	 by	 its	 in-house	 professionals.	 The	
Directors	 are	 also	 encouraged	 to	 attend	 seminars	 and	
briefings	 in	 order	 to	 keep	 themselves	 abreast	 with	 the	
latest	developments	 in	the	business	environment	and	to	
enhance	 their	 skills	 and	 knowledge.	 Directors	 are	 kept	
informed	 of	 available	 training	 programmes	 on	 a	 regular	
basis.

The	 Company	 has	 prepared	 for	 the	 use	 of	 its	 Directors,	
a	Director	Manual	which	highlights,	amongst	others,	 the	
major	 duties	 and	 responsibilities	 of	 a	 Director	 vis-à-vis	
various	 laws,	 regulations	 and	 guidelines	 governing	 the	
same.

In	 assessing	 the	 training	 needs	 of	 Directors,	 the	 Board	
has	 determined	 that	 appropriate	 training	 programmes	
covering	matters	on	corporate	governance,	finance,	legal,	
risk	management,	information	technology,	cyber	security,	
internal	 control	 and/or	 statutory/regulatory	 compliance,	
be	 recommended	 and	 arranged	 for	 the	 directors	 to	
enhance	their	contributions	to	the	Board.

During	 the	 FYE	 2018,	 the	 Directors	 received	 regular	
briefings	 and	 updates	 on	 the	 Company’s	 businesses,	
strategies,	 operations,	 risk	 management,	 compliance,	
internal	 controls,	 corporate	 governance,	 finance	 and	 any	
changes	 on	 relevant	 legislation,	 rules	 and	 regulations	
from	in-house	professionals.	The	Company	also	organised	
an	 in-house	 programme	 for	 its	 Directors	 and	 senior	
management.

The	 Directors	 of	 the	 Company	 have	 also	 attended	
various	 programmes	 and	 forums	 facilitated	 by	 external	
professionals	in	accordance	with	their	respective	needs	in	
discharging	their	duties	as	Directors.
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e. coMMItMeNt (coNtINueD)

During	the	FYE	2018,	the	Directors	of	the	Company,	collectively	
or	 on	 their	 own,	 attended	 various	 training	 programmes,	
seminars,	briefings	and/or	workshops	including:

•	 KPMG	–	MCCG	Update
•	 KPMG	–	Cyber	Security	Awareness
•	 Bursa	 Malaysia	 &	 MINDA	 –	 Board	 Excellence:	 How	

to	 Engage	 and	 Enthuses	 Beyond	 Compliance	 with	
Sustainability

•	 ICLIF	–	Mandatory	Accreditation	Programme	(MAP)	for	
Directors	of	Public	Listed	Companies

•	 ICLIF	–	Independent	Directors’	Programme:	The	Essence	
of	Independence

•	 Digital	Transformation	and	Impact	to	Businesses
•	 Malaysian	 Financial	Reporting	Standards	17	 (MFRS17)	

Insurance	Contracts
•	 AMLATFPUAA	 2001	 (Anti-Money	 Laundering,	

Anti-Terrorism	 Financing	 and	 Proceeds	 of	 Unlawful	
Activities	Act),	FSA	2013	(Financial	Services	Act)/CMSA	
2007	 (Capital	Market	 and	 Services	Act)	&	 PDPA	2010	
(Personal	 Data	 Protection	 Act):	 Risk,	 Challenges	 and	
Vulnerabilities	Towards	Regulatory	Compliance

F. accouNtaBILIty aND auDIt

The	Company	has	put	 in	place	a	framework	of	processes	
whereby	 Board	 committees	 provide	 oversight	 on	 critical	
processes	 of	 the	 Company’s	 reporting	 of	 financial	
statements,	 in	 order	 to	 ensure	 that	 accountability	 and	
audit	are	integral	components	of	the	said	processes.

I Financial reporting

The	 Board	 has	 a	 fiduciary	 responsibility	 to	 ensure	
the	 proper	 maintenance	 of	 accounting	 records	 of	
the	Group.	The	Board	receives	the	recommendation	
to	adopt	the	financial	statements	from	the	BARMC,	
which	assesses	the	integrity	of	financial	statements	
with	the	assistance	of	the	external	auditors.

II risk Management and Internal control 

The	Board	has	overall	responsibility	for	maintaining	
a	system	of	internal	controls	which	covers	financial	
and	 operational	 controls	 and	 risk	 management.	
This	 system	 provides	 reasonable	 but	 not	 absolute	
assurance	 against	 material	 misstatements,	 losses	
and	fraud.

The	BARMC	 is	 delegated	with	 the	 responsibility	 to	
provide	 oversight	 on	 the	 Company’s	 management	
of	critical	risks	that	the	Group	faces,	and	to	review	
the	effectiveness	of	 internal	 controls	 implemented	
in	the	Company.

The	 Statement	 on	 Risk	 Management	 and	 Internal	
Control	as	detailed	under	Section	I	of	this	Statement	
provides	an	overview	of	the	system	of	internal	controls	
and	risk	management	framework	of	the	Group.

cORPORATE gOVERNANcE OVERVIEW,
rISK MaNaGeMeNt & INterNaL coNtroL StateMeNt

III relationship with auditors 

The	 appointment	 of	 external	 auditors	 is	
recommended	 by	 the	 BARMC,	 which	 determines	
the	 remuneration	 of	 the	 external	 auditors.	 The	
BARMC	 reviews	 the	 suitability	 and	 independence	
of	 the	 external	 auditors	 annually.	 In	 this	 regard,	
an	 annual	 assessment	 and	 the	 assessment	 of	
the	 risk	 of	 familiarity	 threat	 are	 conducted	 by	 the	
BARMC	to	evaluate	the	performance,	independence	
and	 objectivity	 of	 the	 external	 auditors	 prior	 to	
making	 any	 recommendation	 to	 the	 Board	 on	 the		
re-appointment	of	the	external	auditors.

The	Company	also	has	a	Policy	on	the	Use	of	External	
Auditors	 for	 Non-Audit	 Services	 to	 govern	 the	
professional	relationship	with	the	external	auditors	
in	relation	to	the	non-audit	services.	Assessment	will	
be	conducted	by	the	BARMC	for	non-audit	services	
to	 ensure	 that	 the	 provision	 of	 non-audit	 services	
does	not	interfere	with	the	exercise	of	independent	
judgement	of	the	external	auditors.

During	the	financial	year	under	review,	the	external	
auditors	met	with	the	BARMC	to:

•	 present	 the	 scope	 of	 the	 audit	 before	 the	
commencement	of	audit;	and

•	 review	 the	 results	 of	 the	 audit	 as	 well	 as	 the	
management	 letter	 after	 the	 conclusion	 of	 the	
audit.

The	 external	 auditors	 meet	 with	 the	 BARMC	
members	at	least	twice	a	year	without	the	presence	
of	Executive	Directors	and	management.

G. DIScLoSure 

The	 Company	 has	 in	 place	 a	 Corporate	 Disclosure	 Policy	
for	compliance	with	the	disclosure	requirements	set	out	in	
the	MMLR,	and	to	raise	awareness	and	provide	guidance	
to	the	Board	and	management	on	the	Group’s	disclosure	
requirements	and	practices.

All	timely	disclosure	and	material	information	documents	
will	be	posted	on	the	Company’s	Website	after	release	to	
Bursa.

H. SHareHoLDerS

I Dialogue between companies and Investors

The	Board	acknowledges	the	importance	of	regular	
communication	 with	 shareholders	 and	 investors	
via	 the	 annual	 reports,	 circulars	 to	 shareholders	
and	 quarterly	 financial	 reports	 and	 the	 various	
announcements	 made	 during	 the	 year,	 through	
which	 shareholders	 and	 investors	 can	 have	 an	
overview	of	the	Group’s	performance	and	operation.
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H. SHareHoLDerS (coNtINueD)

I Dialogue between companies and Investors 
(continued)

Notices	of	general	meetings	and	the	accompanying	
explanatory	notes	are	provided	within	the	prescribed	
notice	 period	 on	 the	 Company’s	 Website,	 Bursa’s	
website,	in	the	media	and	by	post	to	shareholders.	
This	 allows	 shareholders	 to	 make	 the	 necessary	
arrangements	 to	 attend	 and	 participate	 either	 in	
person,	by	corporate	representative,	by	proxy	or	by	
attorney.

The	 Company	 has	 a	 website	 at	 ‘www.hlcap.
com.my’	 which	 the	 shareholders	 can	 access	 for	
information	 which	 includes	 the	 Board	 Charter,	
TORs	 of	 Board	 Committees,	 corporate	 information,	
announcements/press	 releases/briefings,	 financial	
information	 and	 investor	 relations.	 A	 summary	 of	
the	key	matters	discussed	at	the	AGM	is	published	
on	the	Company’s	Website.	

The	 Board	 has	 identified	 YBhg	 Tan	 Sri	 Dato’	 Seri	
Khalid	 Ahmad	 bin	 Sulaiman,	 the	 Chairman	 of	 the	
BARMC,	as	the	INED	of	the	Board	to	whom	concerns	
may	be	conveyed,	and	who	would	bring	the	same	to	
the	attention	to	the	Board.

In	 addition,	 shareholders	 and	 investors	 have	 a	
channel	of	communication	with	 the	Chief	Financial	
Officer	to	direct	queries	and	provide	feedback	to	the	
Group.

Queries	 may	 be	 conveyed	 to	 the	 Chief	 Financial	
Officer	at:	

Tel	No	 :	03-2083	1788
Fax	No	:	03-2083	1768
e-mail	address	:	ir@hlcb.hongleong.com.my

II aGM

The	 AGM	 provides	 an	 opportunity	 for	 the	
shareholders	 to	 seek	 and	 clarify	 any	 issues	 and	
to	 have	 a	 better	 understanding	 of	 the	 Group’s	
performance.	Shareholders	are	encouraged	to	meet	
and	 communicate	with	 the	Board	at	 the	AGM	and	
to	vote	on	all	resolutions.	Senior	management	and	
the	external	auditors	are	also	available	to	respond	to	
shareholders’	queries	during	the	AGM.

Directors	are	 committed	 to	attend	all	AGMs	of	 the	
Company,	which	are	scheduled	in	advance,	save	for	
unforeseeable	circumstances.

Pursuant	 to	 Paragraph	 8.29A(1)	 of	 the	 MMLR,	 all	
resolutions	 tabled	at	general	meetings	will	be	put	
to	a	vote	by	way	of	a	poll	and	the	voting	results	will	
be	announced	at	the	meetings	and	through	Bursa.

I. StateMeNt oN rISK MaNaGeMeNt  
aND INterNaL coNtroL

I  the responsibilities of the Board

The	 Board	 recognises	 that	 the	 practice	 of	 good	
governance	is	an	important	continuous	process	and	
has	established	the	BARMC	to	ensure	maintenance	
of	 a	 sound	 system	 of	 internal	 controls	 and	 good	
risk	management	practices.	 The	processes	 for	 risks	
and	controls	assessment	and	improvement	are	on-
going	continuously	and	are	reviewed	in	accordance	
with	 the	 guidelines	 on	 the	 Statement	 on	 Risk	
Management	 and	 Internal	 Control	 -	 Guidelines	 for	
Directors	of	Listed	Issuers.

The	 Board	 acknowledges	 its	 overall	 responsibility	
for	 the	 risk	 management	 and	 internal	 control	
environment	 and	 its	 effectiveness	 in	 safeguarding	
shareholders’	 interests	and	 the	Group’s	assets.	 The	
risk	management	and	internal	control	framework	is	
designed	to	manage	rather	than	eliminate	the	risk	
of	failure	in	the	achievement	of	goals	and	objectives	
of	the	Group,	and	therefore	only	provide	reasonable	
assurance	 and	 not	 absolute	 assurance,	 against	
material	misstatements,	losses	or	frauds.

The	system	of	risk	management	and	internal	control	
that	 is	 instituted	 throughout	 the	 Group	 is	 updated	
from	time	to	time	to	align	with	the	dynamic	changes	
in	 the	 business	 environment	 as	 well	 as	 process	
improvement	 initiatives	 undertaken.	 The	 Board	
confirms	 that	 its	 management	 team	 responsibly	
implements	 the	 Board	 policies,	 procedures	 and	
guidelines	on	risks	and	controls.

The	 Board	 has	 received	 assurance	 from	 the	 Group	
Chief	Operating	Officer	and	Chief	Financial	Officer	that	
the	 Group’s	 risk	 management	 and	 internal	 control	
system	 is	 operating	 adequately	 and	 effectively,	 in	
all	material	aspects,	based	on	the	risk	management	
and	internal	control	system	of	the	Group.

Based	on	the	outcome	of	these	reviews	as	well	as	
the	assurance	it	has	received	from	management,	the	
Board	is	of	the	view	that	the	Group’s	risk	management	
and	internal	control	system	is	operating	adequately	
and	effectively	 for	 the	financial	year	under	 review	
and	up	to	the	date	of	approval	of	this	report.
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I. StateMeNt oN rISK MaNaGeMeNt  
aND INterNaL coNtroL (coNtINueD)

II Key risk Management and Internal control 
processes

The	 key	 risk	 management	 and	 internal	 control	
processes	 that	 are	 established	 in	 determining	
the	 adequacy	 and	 integrity	 of	 the	 system	 of	 risk	
management	and	internal	controls	are	as	follows:

a) risk Management

Managing	risks	is	an	integral	part	of	the	Group’s	
overall	business	strategy.	It	involves	a	process	
for	 identifying,	 assessing	 and	 managing	
risks	 and	 uncertainties	 that	 could	 inhibit	 the	
Group’s	 ability	 to	 achieve	 its	 strategy	 and	
strategic	 objectives.	 The	 Board	 sets	 the	 risk	
appetite	 and	 tolerance	 level	 and	 allocates	
the	 Group’s	 capital	 that	 is	 consistent	 with	
the	 Group’s	 overall	 business	 objectives	 and	
desired	 risk	 profile.	 Recognizing	 the	 need	 to	
be	proactive	in	the	management	of	risks,	the	
Group	has	 implemented	a	Risk	Management	
(“RM”)	framework	where	the	Group’s	risks	are	
managed	at	various	levels.

At	the	apex	of	the	RM	framework,	the	Board	
has	the	overall	responsibility	to	ensure	there	is	
proper	oversight	of	the	management	of	risks	
in	 the	Group.	 The	Chief	Risk	Officer	monitors	
and	 reports	 the	 Group’s	 Credit,	 Market,	
Liquidity,	Operational	 and	 IT	Risks	 as	well	 as	
regulatory	 compliance	 issues	 including	 Anti-
Money	 Laundering/Anti-Terrorism	 Financing	
matters	 and	 presents	 these	 risk	 in	 a	 single,	
consolidated	view	to	the	BARMC	regularly.

The	 BARMC	 deliberates	 and	 evaluates	 the	
reports	prepared	by	 the	Chief	Risk	Officer	on	
the	adequacy	and	effectiveness	of	the	controls	
to	 mitigate	 the	 Group’s	 risks	 and	 provides	
updates	to	the	Board,	and	where	appropriate,	
make	the	necessary	recommendations	to	the	
Board.

b) Internal control review 

The	 internal	 audit	 function	 is	 established	 at	
its	 subsidiary,	 Hong	 Leong	 Investment	 Bank	
Berhad,	 hence,	 provision	 of	 internal	 audit	
function	 to	 Hong	 Leong	 Asset	 Management	
Berhad	is	through	a	shared	service	agreement.	
Internal	 Audit	 Department	 (IAD)	 employs	 a	
risk-based	 assessment	 approach	 in	 auditing	
the	 Company’s	 business	 and	 operational	
activities.	 The	 high	 risk	 activities	 covered	
include	 AML/CFT	 framework	 and	 cyber	 risk	
management	 framework	 which	 are	 given	
due	attention	whilst	key	operational	areas	in	
investment	 banking,	 stockbroking	 and	 asset	
management	were	audited	on	a	more	regular	
basis.	 Other	 operational	 areas	 (including	
branches)	 are	 prioritised	 accordingly	 to	 the	
potential	 risk	 exposure	 and	 impact.	 IAD	
regularly	 reviews	 the	 critical	 operations	 (as	
defined	 by	 the	 respective	 regulators)	 to	
ensure	that	 the	 internal	controls	are	 in	place	
and	working	effectively.

The	results	of	the	audits	conducted	by	IAD	are	
reported	to	the	BARMC.	Follow-up	action	and	
the	review	of	the	status	of	action	taken	as	per	
the	auditors’	recommendation	are	carried	out	
by	management.

Implementation	of	audit	recommendations	is	
followed	up	on	a	monthly	basis	and	reported	
to	the	Management	Committee	(MC)	and	on	
a	quarterly	basis	to	the	BARMC.	Highlights	of	
the	 BARMC	 meetings	 are	 submitted	 to	 the	
Board	 for	 review	and	 further	deliberation.	 In	
addition,	 internal	 controls	 are	 also	 effected	
through	the	following	processes:

•	 The	 Board	 receives	 and	 reviews	 regular	
reports	from	the	Management	on	the	key	
operating	 statistics,	 business	 dynamics,	
legal	 matters,	 market	 surveillance	 on	
stockbroking	 activity,	 AML/CFT	 and	
regulatory	 issues	 that	 would	 have	
implications	on	internal	control	measures.

•	 The	 BARMC	 on	 a	 quarterly	 basis,	 reviews	
and	 holds	 discussion	 with	 management	
on	 the	 actions	 taken	 on	 internal	 control	
issues	identified	in	the	reports	prepared	by	
the	 IAD,	 external	 auditors	 and	 regulatory	
authorities.
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I. StateMeNt oN rISK MaNaGeMeNt  
aND INterNaL coNtroL (coNtINueD)

II Key risk Management and Internal control 
processes (continued)

b) Internal control review (continued)

•	 Policies	on	delegation	and	authority	limits	
are	strictly	implemented	to	ensure	culture	
that	 respects	 integrity	 and	 honesty,	 and	
thereby	reinforce	internal	controls.

•	 Policies	 and	 procedures	 are	 set	 out	 in	
Standard	Operating	Policies	and	Procedures	
(SOPP)	manuals	and	disseminated	through	
the	 organisation	 in	 support	 of	 a	 learning	
culture,	so	as	to	reinforce	an	environment	
of	internal	controls	disciplines.

•	 Policies	 for	 recruitment,	 promotion	 and	
termination	of	staff	are	in	place	to	ensure	
the	 Group’s	 human	 resources	 comply	 to	
internal	controls	requirements.

c) compliance

The	Group’s	 Compliance	Officers	monitor	 and	
assess	daily	operations	of	licensed	subsidiaries	
to	 ensure	 compliance	 with	 regulatory	
requirements	 and	approved	 internal	 policies.	
All	 breaches	 and	 exceptions	 are	 brought	 to	
the	attention	of	the	BARMC	and	other	relevant	
committees	 and	 are	 kept	 informed	 of	 the	
causes	 and	 the	 status	 of	 remedial	 measures	
taken.

cORPORATE gOVERNANcE OVERVIEW,
rISK MaNaGeMeNt & INterNaL coNtroL StateMeNt

J.  DIrectorS’ reSpoNSIBILIty IN FINaNcIaL 
reportING

The	 MMLR	 requires	 the	 Directors	 to	 prepare	 financial	
statements	for	each	financial	year	which	give	a	true	and	
fair	 view	of	 the	 state	of	 affairs	 of	 the	Group	and	of	 the	
Company	 as	 at	 the	 end	 of	 the	 financial	 year	 and	 of	 its	
financial	 results	 and	 cash	flows	of	 the	Group	and	of	 the	
Company	for	the	financial	year.

The	Directors	are	satisfied	that	 in	preparing	 the	financial	
statements	of	the	Group	and	of	the	Company	for	the	FYE	
2018,	 the	 Group	 has	 used	 the	 appropriate	 accounting	
policies	 and	 applied	 them	 consistently.	 The	 Directors	
are	 also	 of	 the	 view	 that	 relevant	 approved	 accounting	
standards	have	been	followed	in	the	preparation	of	these	
financial	statements.

This	 Statement	 on	 Corporate	 Governance	 Overview,	 Risk	
Management	 &	 Internal	 Control	 Statement	 is	 made	 in	
accordance	with	the	resolution	of	the	Board.

CORPORATE
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Directors’ report
for the financial year enDeD 30 June 2018

The Directors have pleasure in submitting their report together with the audited financial statements of the Group and of the 
Company for the financial year ended 30 June 2018.

principal activities

The principal activity of the Company is investment holding.

The principal activities of the subsidiaries are investment banking, stockbroking business, futures broking, related financial services, 
nominees and custodian services, unit trust management, fund management and sale of unit trusts as disclosed in Note 12 to the 
financial statements.

There have been no significant changes in the nature of these activities during the financial year.

financial results

 the the 
 Group company 
 rM’000 rM’000

Net profit for the financial year 71,322 64,307

DiviDenDs

Since the previous financial year ended 30 June 2017, a final single-tier dividend of 19.0 sen per share, amounting to RM45.8 million 
in respect of the financial year ended 30 June 2017, was paid on 17 November 2017.

Dividend paid on the shares held in trust pursuant the Company’s Executive Share Option Scheme (“ESOS”) which are classified as 
treasury shares held for ESOS scheme are not accounted for in the total equity. An amount of RM1,066,413 being dividend paid for 
these shares was added back to the appropriation of retained profits.

The Directors recommend a final single-tier dividend of 19.0 sen per share on the Company’s issued and paid-up share capital of 
RM246,896,668 comprising of 246,896,668 ordinary shares, amounting to RM46.9 million for the financial year ended 30 June 2018.

Business strateGy for the current financial year

The business strategy for the current financial year is disclosed in the annual report.

outlook anD Business plan for the coMinG financial year

The outlook and business plan for the coming financial year are disclosed in the annual report.

siGnificant events DurinG the financial year

Significant events during the financial year are disclosed in Note 45 to the financial statements.

siGnificant event after the financial year

Significant event after the financial year is disclosed in Note 46 to the financial statements.

reserves anD provisions

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

The name of the Directors of the Company in office during the financial year and during the period commencing from the end of the 
financial year to the date of this report are:-

Mr Tan Kong Khoon (Chairman, Non-Independent Non-Executive Director)
  (Redesignated as Chairman on 02.02.2018)

YBhg Tan Sri Dato’ Seri Khalid Ahmad bin Sulaiman (Independent Non-Executive Director)

YBhg Dato’ Ahmad Fuaad bin Mohd Dahalan (Independent Non-Executive Director)

Ms Tai Siew Moi (Independent Non-Executive Director)
  (Appointed on 18.09.2017)

Ms Koid Swee Lian (Independent Non-Executive Director)
  (Appointed on 19.09.2018)

YBhg Tan Sri Quek Leng Chan (Chairman, Non-Independent Non-Executive Director)
  (Resigned on 02.02.2018)

YBhg Dato’ Mohamed Nazim bin Abdul Razak (Independent Non-Executive Director)
  (Retired on 26.10.2017)

The names of directors of subsidiaries are set out in the respective subsidiary’s statutory accounts and the said information is deemed 
incorporated herein by such reference and made a part thereof.

Directors’ interests

According to the Register of Directors’ Shareholdings kept by the Company under Section 59 of the Companies Act, 2016, the Directors 
holding office at the end of the financial year who had beneficial interests in the ordinary shares and/or preference shares and/
or loan stocks and/or options over ordinary shares of the Company and/or its related corporations during the financial year ended  
30 June 2018 are as follows:

 shareholdings in which Directors have direct interests 
 number of ordinary shares/preference shares/ordinary shares issued 
 or to be issued or acquired arising from the exercise of options*/ 
 conversion of redeemable convertible unsecured loan stocks 
 or redeemable convertible cumulative preference shares

 nominal 
 value 
 per share 
 rM (unless as at   as at 
 indicated) 01.07.2017 acquired (sold) 30.06.2018

interests of Mr tan kong khoon in:
Hong Leong Financial Group Berhad  (1) – 8,000,000*  –  8,000,000* 

interests of yBhg tan sri Dato’ seri khalid  
ahmad bin sulaiman in:

Hong Leong Financial Group Berhad (1) 5,544,000  – –  5,544,000 
Hong Leong Bank Berhad (1) 400,000   – –  400,000 
Hong Leong Industries Berhad (1) 52,800  – –  52,800 
Malaysian Pacific Industries Berhad (1) 20,800   – –  20,800 
Hume Industries Berhad (1) 57,024  – –  57,024 

interests of Ms tai siew Moi in:
Hong Leong Bank Berhad (1) 14,500 – – 14,500

Directors’ report
for the financial year enDeD 30 June 2018
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Directors’ report
for the financial year enDeD 30 June 2018

Directors’ interests (continueD)

 shareholdings in which Directors have deemed interests 
 number of ordinary shares/preference shares/ordinary shares issued 
 or to be issued or acquired arising from the exercise of options*/ 
 conversion of redeemable convertible unsecured loan stocks 
 or redeemable convertible cumulative preference shares

 nominal 
 value 
 per share 
 rM (unless as at   as at 
 indicated) 01.07.2017 acquired (sold) 30.06.2018

interests of yBhg tan sri Dato’ seri khalid  
ahmad bin sulaiman in:

Hong Leong Financial Group Berhad (1) 3,600(2) – –  3,600(2)

Hong Leong Bank Berhad (1) 68,000(2) – –  68,000(2)

Legend:
(1)  Concept of par value was abolished with effect from 31 January 2017 pursuant to the Companies Act, 2016
(2)  Interest pursuant to Section 59(11)(c) of the Companies Act, 2016 in shares held by family member 

Directors’ Benefits

Since the end of the previous financial year, none of the Directors of the Company received or became entitled to receive any benefits  
(other than the benefits included in the aggregate amount of remuneration received or due and receivable by the Directors as shown 
in the financial statements or as fixed salary of a full-time employee of the Company or of related corporations) by reason of a 
contract made by the Company or its related corporations 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.

Neither at the end of the financial year, nor at any time during the financial year, did there subsist any other arrangements to 
which the Company is a party, with the object or objects of enabling Directors of the Company to acquire benefits by means of the 
acquisition of shares in, or debentures of the Company or any other body corporate, other than the shares options granted pursuant 
to the Executive Share Option Scheme.

Directors’ reMuneration

Details of Directors’ remuneration are set out in Note 31 to the financial statements. 

share capital

There was no change in the issued and paid-up capital of the Company during the financial year.

statutory inforMation reGarDinG the Group anD the coMpany

(a) as at the end of the financial year

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

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

• to ensure that any current assets, other than debts, which were unlikely to be realised at their book values in the ordinary 
course of business had been written down to their estimated realisable values.
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statutory inforMation reGarDinG the Group anD the coMpany (continueD)

(b) from the end of the financial year to the date of this report

(i) The Directors are not aware of any circumstances:

• which would render the amount written off for bad debts or the amount of the allowance for doubtful debts inadequate 
to any material extent; 

• which would render the values attributed to current assets in the financial statements misleading; or

• which had arisen which would render adherence to the existing method of valuation of assets or liabilities of the 
Group and the Company misleading or inappropriate.

(ii) In the opinion of the Directors:

• the results of the operations of the Group and the Company for the financial year ended 30 June 2018 are not likely 
to be 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 a material and unusual nature likely, to affect substantially the results of the operation of the 
Group or the Company for the financial year in which this report is made; and 

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

(c) as at the date of this report

(i) There are no charges on the assets of the Group and the Company which had arisen since the end of the financial year to 
secure the liabilities of any other person.

(ii) There are no contingent liabilities which had arisen since the end of the financial year.

(iii) The Directors are not aware of any circumstances not otherwise dealt with in the report or financial statements which 
would render any amount stated in the financial statements misleading.

holDinG anD ultiMate holDinG coMpanies

The immediate holding and ultimate holding companies are Hong Leong Financial Group Berhad (“HLFG”) and Hong Leong Company 
(Malaysia) Berhad respectively, both incorporated in Malaysia. HLFG is listed on the Main Market of Bursa Malaysia Securities Berhad.

suBsiDiaries

Details of subsidiaries are set out in Note 12 to the financial statements. 

Directors’ report
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Directors’ report
for the financial year enDeD 30 June 2018

auDitors’ reMuneration

Details of auditors’ remuneration and the indemnity given/insurance effected to the auditor are set out in Note 29 to the financial 
statements.

auDitors

The auditors, PricewaterhouseCoopers PLT (LLP0014401-LCA & AF 1146), have expressed their willingness to accept re-appointment 
as auditors.

PricewaterhouseCoopers PLT (LLP0014401-LCA & AF 1146) was registered on 2 January 2018 and with effect from that date, 
PricewaterhouseCoopers (AF 1146), a conventional partnership was converted to a limited liability partnership.

Signed on behalf of the Board of Directors in accordance with their resolution dated 18 September 2018.

tan sri Dato’ seri khalid ahmad bin sulaiman tan kong khoon
Director Director

Kuala Lumpur
19 September 2018
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stateMents of financial position
as at 30 June 2018

 the Group the company
  30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 note rM’000 rM’000 rM’000 rM’000

assets
Cash and short-term funds 2 127,647 267,462 44 490
Clients’ and brokers’ balances 3 316,234 270,967 – –
Securities purchased under resale agreements  35,126 35,123 – –
Deposits and placements with banks and 

other financial institutions 4 40,645 – – –
Financial assets held-for-trading 5 1,244,434 1,102,647 20,550 –
Financial investments available-for-sale 6 1,437,915 1,173,978 142,410 140,168
Financial investments held-to-maturity 7 847,659 909,215 – –
Loans and advances 8 227,757 236,592 – –
Other assets 9 51,621 54,772 16,169 615
Derivative financial assets 21 29,351 19,916 – –
Statutory deposits with Bank Negara Malaysia 10 52,500 58,100 – –
Tax recoverable  367 215 242 213
Deferred tax assets 11 88,325 90,948 – –
Investment in subsidiary companies 12 – – 316,574 320,054
Property and equipment 14 15,742 5,737 – –
Other intangible assets 15 3,696 5,255 – –
Goodwill 16 33,059 33,059 – –

total assets  4,552,078 4,263,986 495,989 461,540

liabilities
Clients’ and brokers’ balances  350,730 271,738 – –
Deposits from customers 17 1,082,656 648,867 – –
Deposits and placements of banks and 

other financial institutions 18 2,058,960 2,247,733 – –
Obligations on securities sold under  

repurchase agreements 19 99,654 149,111 – –
Other liabilities 20 99,103 102,536 16,574 613
Derivative financial liabilities 21 44,428 47,959 – –
Current tax liabilities  199 473 – –
Subordinated obligations 22 50,290 50,262 – –

total liabilities  3,786,020 3,518,679 16,574 613

equity
Share capital 23 246,896 246,896 246,896 246,896
Reserves 24 525,193 504,442 238,437 219,949
Treasury shares for ESOS scheme 25 (6,031) (6,031) (5,918) (5,918)

total equity  766,058 745,307 479,415 460,927

total equity and liabilities  4,552,078 4,263,986 495,989 461,540

Commitments and contingencies 35 8,853,330 7,931,230 – –
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incoMe stateMents
for the financial year enDeD 30 June 2018

 the Group the company
  30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 note rM’000 rM’000 rM’000 rM’000

Interest income 26 153,663 149,654 29 337
Interest expense 27 (109,978) (105,859) – –

Net interest income  43,685 43,795 29 337
Non-interest income 28 152,072 158,220 66,238 61,531

   195,757 202,015 66,267 61,868
Overhead expenses 29 (116,438) (117,910) (1,882) (2,126)

Operating profit before allowances  79,319 84,105 64,385 59,742
Allowance for impairment losses on loans and 

advances and other losses 30 (732) (68) – –

Profit before taxation  78,587 84,037 64,385 59,742
Taxation 32 (7,265) (4,952) (78) (127)

Net profit for the financial year  71,322 79,085 64,307 59,615

earnings per share (sen)
- Basic 33 29.6 32.8
- Diluted 33 29.6 32.8
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stateMents of coMprehensive incoMe
for the financial year enDeD 30 June 2018

 the Group the company
  30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 note rM’000 rM’000 rM’000 rM’000

Net profit for the financial year  71,322 79,085 64,307 59,615

Other comprehensive (expense)/income:
Items that will be reclassified subsequently 

to income statements:
Net fair value changes on financial 

investments available-for-sale
- Unrealised net (loss)/gain on revaluation 

   of financial investments available-for-sale  (5,089) (641) 39 33
- Net transfer to income statements on 

   disposal of financial investments 
   available-for-sale  (1,152) (5,885) 6 (14)

Income tax relating to net fair value 
changes on financial investments 
available-for-sale 11 1,514 1,325 – –

Currency translation differences in 
respect of foreign operation  – 16 – –

Other comprehensive (expense)/income for the 
financial year, net of tax  (4,727) (5,185) 45 19

Total comprehensive income for the financial year  66,595 73,900 64,352 59,634
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stateMents of chanGes in equity
for the financial year enDeD 30 June 2018

 attributable to owners of the parent 
 –––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

   treasury  
   shares for  fair 
  share esos regulatory value General retained 
  capital scheme reserve reserve reserve profits total 
the Group note rM’000 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000

At 1 July 2017  246,896 (6,031) 2,504 1,422 543 499,973 745,307

Net profit for the financial year  – – – – – 71,322 71,322
Other comprehensive expense,  

net of tax  – – – (4,727) – – (4,727)

Total comprehensive  
(expense)/income  – – – (4,727) – 71,322 66,595

Transfer from regulatory reserve 24 – – (433) – – 433 –
Transfer from general reserve 24 – – – – (543) 543 –
Dividend paid 34 – – – – – (45,844) (45,844)

At 30 June 2018  246,896 (6,031) 2,071 (3,305) – 526,427 766,058

 attributable to owners of the parent 
 ––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

   treasury  
   shares 
   for     exchange 
  share esos statutory regulatory fair value General fluctuation retained 
  capital scheme reserve reserve reserve reserve reserve profits total 
the Group note rM’000 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000

At 1 July 2016  246,896 (6,031) 113,482 3,563 6,623 543 (16) 335,301 700,361

Net profit for  
the financial 
year  – – – – – – – 79,085 79,085

Other 
comprehensive 
(expense)/ 
income, 
net of tax  – – – – (5,201) – 16 – (5,185)

Total 
comprehensive 
(expense)/ 
income  – – – – (5,201) – 16 79,085 73,900

Transfer from  
statutory  
reserve 24 – – (113,482) – – – – 113,482 –

Transfer from  
regulatory  
reserve 24 – – – (1,059) – – – 1,059 –

Dividend paid 34 – – – – – – – (28,954) (28,954)

At 30 June 2017  246,896 (6,031) – 2,504 1,422 543 – 499,973 745,307

68
ANNUAL
REPORT
2018

HONG LEONG CAPITAL BERHAD



	 Non-distributable		 Distributable
	 –––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––

	 	 	 Treasury		
	 	 	 shares	
	 	 	 for	 Fair	
	 	 Share	 ESOS	 value	 Retained	
	 	 capital	 scheme	 reserve	 profits	 Total	
The	Company	 Note	 RM’000	 RM’000	 RM’000	 RM’000	 RM’000

At	1	July	2017	 	 246,896	 (5,918)	 (14)	 219,963	 460,927

Net	profit	for	the	financial	year	 	 –	 –	 –	 64,307	 64,307
Other	comprehensive	income	 	 –	 –	 45	 –	 45

Total	comprehensive	income	 	 –	 –	 45	 64,307	 64,352

Dividend	paid	 34	 –	 –	 –	 (45,864)	 (45,864)

At	30	June	2018	 	 246,896	 (5,918)	 31	 238,406	 479,415

At	1	July	2016	 	 246,896	 (5,918)	 (33)	 189,315	 430,260

Net	profit	for	the	financial	year	 	 –	 –	 –	 59,615	 59,615
Other	comprehensive	income	 	 –	 –	 19	 –	 19

Total	comprehensive	income	 	 –	 –	 19	 59,615	 59,634

Dividend	paid		 34	 –	 –	 –	 (28,967)	 (28,967)

At	30	June	2017	 	 246,896	 (5,918)	 (14)	 219,963	 460,927

STATEMENTS	OF	CHANGES	IN	EQUITY
FOR	THE	FINANCIAL	YEAR	ENDED	30	JUNE	2018
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stateMents of cash flows
for the financial year enDeD 30 June 2018

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

cash flows from operating activities
Profit before taxation 78,587 84,037
Adjustments for:
Depreciation of property and equipment 2,135 1,953
Amortisation of intangible assets - computer software 2,800 2,729
Gain on disposal of property and equipment – (121)
Loss on liquidation of a subsidiary – 7
Property and equipment written off 362 8
Allowance for/(writeback of) impairment for losses on loans and advances 340 (564)
(Writeback of)/allowance for impairment for losses on clients’ and brokers’ balances (66) 146
Allowance for losses on fee income receivables 458 987
Net unrealised loss/(gain) on revaluation of:
- Financial assets held-for-trading 6,849 4,531
- Derivative financial instruments (12,232) (9,937)
Interest income from:
- Financial assets held-for-trading (37,123) (40,852)
- Financial investments available-for-sale (39,832) (39,959)
- Financial investments held-to-maturity (32,894) (27,754)
- Derivative financial instruments (8,131) (8,032)
Interest expense from:
- Derivative financial instruments 11,423 15,012
- Subordinated obligations 2,671 2,680
Dividend income from:
- Financial assets held-for-trading (3,735) (2,173)
- Financial investments available-for-sale (7,583) (5,891)

  (114,558) (107,230)

operating loss before working capital changes (35,971) (23,193)

(increase)/decrease in operating assets
Clients’ and brokers’ balances (45,201) (74,079)
Securities purchased under resale agreements (3) (35,123)
Deposits and placements with banks and other financial institutions 

with original maturity of more than three months (40,645) –
Financial assets held-for-trading (147,310) 308,657
Loans and advances 8,495 136,134
Other assets (808) (5,009)
Derivative financial instruments (342) 18
Statutory deposits with Bank Negara Malaysia 5,600 (25,700)

  (220,214) 304,898
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 the Group
  30.06.2018 30.06.2017 
 note rM’000 rM’000

increase/(decrease) in operating liabilities
Clients’ and brokers’ balances  78,992 (8,181)
Deposits from customers  433,789 (383,062)
Deposits and placements of banks and other financial institutions  (188,773) 342,963
Obligations on securities sold under repurchase agreements  (49,457) 149,111
Other liabilities  (3,431) 1,596

   271,120 102,427

cash generated from operating activities  14,935 384,132
Net income tax paid  (3,555) (1,973)

net cash generated from operating activities  11,380 382,159

cash flows from investing activities
Net purchase of financial investments available-for-sale  (264,903) (144,499)
Net proceeds/(purchase) of financial investments held-to-maturity  60,485 (378,428)
Dividends received from:
- Financial assets held-for-trading  3,735 2,173
- Financial investments available-for-sale  7,583 5,891
Interest received from financial assets held-for-trading, financial investments 

available-for-sale, financial investments held-to-maturity and derivatives  112,668 113,054
Interest paid on derivative financial instruments  (12,033) (14,820)
Cash received from liquidation of a subsidiary  3,500 157
Proceeds from disposal of property and equipment  – 189
Purchase of property and equipment  (12,502) (948)
Purchase of intangible assets  (1,241) (2,544)

net cash used in investing activities  (102,708) (419,775)

cash flows from financing activities
Interest paid on subordinated obligations  (2,643) (2,665)
Dividend paid  (45,844) (28,954)

net cash used in financing activities  (48,487) (31,619)

net decrease in cash and cash equivalents during the financial year  (139,815) (69,235)
effect of exchange rate changes  – 16
cash and cash equivalents at beginning of the financial year  267,462 336,681

cash and cash equivalents at end of the financial year  127,647 267,462

cash and cash equivalents comprise:
Cash and short-term funds 2 127,647 267,462
Deposit and placements with banks and other financial institutions 4 40,645 –

   168,292 267,462
Less:
Deposits and placements with banks and other financial institutions  

with original maturity of more than three months  (40,645) –

   127,647 267,462

stateMents of cash flows
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 the company
 30.06.2018 30.06.2017 
 rM’000 rM’000

cash flows from operating activities
Profit before taxation 64,385 59,742
Adjustments for:
Interest income (29) (337)
Net unrealised gain on revaluation of financial assets held-for-trading (195) –
Dividend income from:
- Financial investments available-for-sale (5,389) (4,099)
- Subsidiary companies (60,500) (57,300)
Gain on liquidation of a subsidiary (20) –

  (66,133) (61,736)

operating loss before working capital changes (1,748) (1,994)

Increase in financial assets held-for-trading (20,355) –
Increase in other assets (15,554) (125)
Increase/(decrease) in other liabilities 15,961 (4)

cash used in operating activities (21,696) (2,123)
Income tax paid (107) (154)
Interest received 29 337

net cash used in operating activities (21,774) (1,940)

cash flows from investing activities
Net purchase of financial investments available-for-sale (2,197) (31,067)
Dividends received from:
- Financial investments available-for-sale 5,389 4,099
- Subsidiary companies 60,500 57,300
Cash received from liquidation of a subsidiary 3,500 –

net cash generated from investing activities 67,192 30,332
cash flows from financing activities
Dividend paid (45,864) (28,967)

net cash used in financing activities (45,864) (28,967)

net decrease in cash and cash equivalents during 
the financial year (446) (575)

cash and cash equivalents at beginning of the financial year 490 1,065

cash and cash equivalents at end of the financial year 44 490

cash and cash equivalents comprise:
Cash and short-term funds 2 44 490

stateMents of cash flows
for the financial year enDeD 30 June 2018
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Analysis of changes in liabilities arising from financing activities as follows:

 cash  non-cash 
 changes changes

 Balance at the   
 beginning of    Balance at the 
 the financial  accrued  end of the 
 year interest paid interest amortisation financial year 
the Group rM’000 rM’000 rM’000 rM’000 rM’000

30.06.2018
Subordinated obligations 50,262 (2,643) 2,650 21 50,290

30.06.2017
Subordinated obligations 50,247 (2,665) 2,650 30 50,262

stateMents of cash flows
for the financial year enDeD 30 June 2018
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suMMary of siGnificant accountinG policies
for the financial year enDeD 30 June 2018

All significant accounting policies set out below have been used consistently in dealing with items which are considered material 
in relation to the financial statements. These policies have been consistently applied to all the financial years presented, unless 
otherwise stated.

a Basis of preparation of the financial stateMents

 The financial statements of the Group and the Company have been prepared in accordance with Malaysian Financial Reporting 
Standards (“MFRS”), International Financial Reporting Standards (“IFRS”) and the requirements of the Companies Act, 2016 in 
Malaysia.

 The financial statements have been prepared under the historical cost convention, as modified by the revaluation of financial 
investments available-for-sale, and financial assets/financial liabilities (including derivative financial instruments) at fair value 
through profit or loss.

 The preparation of financial statements in conformity with MFRS requires the use of certain critical accounting estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at 
the date of the financial statements, and the reported amounts of revenues and expenses during the reported financial year. 
It also requires Directors to exercise their judgement in the process of applying the Group’s and the Company’s accounting 
policies. Although these estimates and judgement are based on the Directors’ best knowledge of current events and actions, 
actual results may differ from those estimates. The area involving higher degree of judgement or complexity, or area where 
assumptions and estimates are significant to the financial statements includes the following:

 Deferred tax asset (Note 11)

 Deferred tax assets are recognised for unutilised tax credits to the extent that it is probable that future taxable profits will 
be available against which the tax credits can be utilised. Management’s judgement is required to determine the amount 
of deferred tax assets that can be recognised, based upon the probability and level of future taxable profits. Management 
assess the probability of future taxable profit based on the profit projections approved by Directors covering three year period. 
Management has also considered the estimated growth rate in capital market and Kuala Lumpur Composite Index (“KLCI”) in 
deriving the profit projections. Profits beyond the three year period are extrapolated using the estimated growth rate of 4.7% 
(2017: 3.8%), based on the historical GDP growth rate of Malaysia on perpetual basis. Management has assumed a percentage 
of probability factors for taxable profits for fourth year and onwards. 

(a) standards, amendments and improvements to published standards that are applicable to the Group and the 
company and are effective

The Group and the Company have applied the following amendments for the first time for the financial year beginning on 
1 July 2017:

• Amendments to MFRS 107 ‘Statement of Cash Flows – Disclosure Initiative’
• Amendments to MFRS 112 ‘Income Taxes – Recognition of Deferred Tax Assets for Unrealised Losses’
• Annual Improvements to MFRSs 2014 – 2016 Cycle: MFRS 12 ‘Disclosures of Interests in Other Entities’

The adoption of the Amendments to MFRS 107 has required additional disclosure of changes in liabilities arising from 
financing activities. Other than that, the adoption of these amendments did not have any impact on the current period or 
any prior period and is not likely to affect future periods.
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suMMary of siGnificant accountinG policies
for the financial year enDeD 30 June 2018

a Basis of preparation of the financial stateMents (continueD)

(b) standards, amendments to published standards and interpretations to existing standards that are applicable to the 
Group and the company but not yet effective

A number of new standards and amendments to standards and interpretations are effective for financial year beginning 
after 1 July 2017. None of these is expected to have a significant effect on the financial statements of the Group and the 
Company, except the following:

• IC Interpretation 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective from 1 January 2018) applies 
when an entity recognises a non-monetary asset or non-monetary liability arising from the payment or receipt of 
advance consideration. MFRS 121 requires an entity to use the exchange rate at the ‘date of the transaction’ to record 
foreign currency transactions.

IC Interpretation 22 provides guidance how to determine ‘the date of transaction’ when a single payment/receipt is 
made, as well as for situations where multiple payments/receipts are made. 

The date of transaction is the date when the payment or receipt of advance consideration gives rise to the non-
monetary asset or non-monetary liability when the entity is no longer exposed to foreign exchange risk.

If there are multiple payments or receipts in advance, the entity should determine the date of the transaction for each 
payment or receipt.

An entity has the option to apply IC Interpretation 22 retrospectively or prospectively.

• MFRS 9 ‘Financial Instruments’ (effective from 1 January 2018) will replace MFRS 139 ‘Financial Instruments: Recognition 
and Measurement’.

classification and measurement

MFRS 9 retains but simplifies the mixed measurement model in MFRS 139 and establishes three primary measurement 
categories for financial assets: amortised cost, fair value through profit or loss (“FVTPL”) and fair value through other 
comprehensive income (“OCI”). The basis of classification depends on the entity’s business model and the cash 
flow characteristics of the financial asset. Investments in equity instruments are always measured at FVTPL with an 
irrevocable option at inception to present changes in fair value in OCI (provided the instrument is not held for trading). 
A debt instrument is measured at amortised cost only if the entity is holding it to collect contractual cash flows and the 
cash flows represent principal and interest.

For liabilities, the standard retains most of the MFRS 139 requirements. These include amortised cost accounting for 
most financial liabilities, with bifurcation of embedded derivatives. The main changes are:

• For financial liabilities classified as FVTPL, the fair value changes due to own credit risk should be recognised directly 
to OCI. There is no subsequent recycling to income statement.

The combined application of the entity’s business model and the cash flow characteristics of the financial assets do not 
result in the significant change in the classification of financial asset when compared to the existing classification of 
financial assets in the statement of financial position as at 30 June 2018.

However, the Group has identified certain financial investments currently held at available-for-sale which fail the solely 
for the payment of principal and interest (“SPPI”) test to be reclassified as FVTPL accordingly on 1 July 2018.

Certain debt instruments which pass the SPPI test have been re-designated from held-to-maturity to fair value through 
OCI.

The Group has classified and measured all equity instruments that are not held for trading at FVTPL except for certain 
equity instruments which have been identified to elect, at inception, the irrevocable option to present changes in fair 
value in OCI.
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a Basis of preparation of the financial stateMents (continueD)

(b) standards, amendments to published standards and interpretations to existing standards that are applicable to the 
Group and the company but not yet effective (continued)

A number of new standards and amendments to standards and interpretations are effective for financial year beginning 
after 1 July 2017. None of these is expected to have a significant effect on the financial statements of the Group and the 
Company, except the following: (continued)

The Group does not expect a significant impact arising from the changes in classification and measurement of the financial 
assets.

There will be no significant changes to the Group’s accounting for financial liabilities as it largely retains the MFRS 139 
requirements. All the financial liabilities, except for derivatives financial liabilities and financial liabilities designated at FVTPL, 
will remain as amortised cost as there has not been significant change in the requirements for financial liabilities under  
MFRS 9.

impairment of financial assets

MFRS 9 introduces an expected credit loss model on impairment that replaces the incurred loss impairment model used in 
MFRS 139. The expected credit loss model is forward-looking and eliminates the need for a trigger event to have occurred 
before credit losses are recognised.

The new impairment model requires the recognition of impairment allowances based on expected credit losses (“ECL”) 
rather than only incurred credit losses as is the case under MFRS 139. It applies to financial assets classified at amortised 
cost, debt instruments measured at fair value through OCI, lease receivables, loan commitments, financial guarantee 
contracts and other loan commitments.

Under MFRS 9, impairment will be measured on each reporting date according to a three-stage expected credit loss 
impairment model:

• Stage 1 – from initial recognition of a financial assets to the date on which the credit risk of the asset has increased 
significantly relative to its initial recognition, a loss allowance is recognised equal to the credit losses expected to result 
from defaults occurring over the next 12 months (12-month ECL).

• Stage 2 – following a significant increase in credit risk relative to the initial recognition of the financial assets, a loss 
allowance is recognised equal to the credit losses expected over the remaining life of the financial asset (Lifetime ECL).

• Stage 3 – When a financial asset is considered to be credit-impaired, a loss allowance equal to full lifetime expected 
credit losses is to be recognised (Lifetime ECL).

As all financial assets within the scope of MFRS 9 impairment model will be assessed for at least 12-month ECL, and the 
population of financial assets to which full lifetime ECL applies is larger than the population of impaired loans for which 
there is objective evidence of impairment in accordance with MFRS 139, the total allowance for credit losses is expected 
to increase under MFRS 9 relative to the allowance for credit losses under MFRS 139.

In addition, changes in the required credit loss allowance, including the impact of movements between Stage 1 (12-month 
ECL) and Stage 2 (lifetime ECL) and the application of forward looking information, will be recorded in income statement, 
allowance for credit losses will be more volatile under MFRS 9.

The assessment of credit risk and the estimation of ECL are required to be unbiased, probability-weighted and should 
incorporate all available information which is relevant to the assessment, including information about past events, current 
conditions and reasonable and supportable forecasts of future events and economic conditions at the reporting date. In 
addition, the estimation of ECL should also take into account the time value of money.

hedge accounting

Under MFRS 9, the general hedge accounting requirements have been simplified for hedge effectiveness testing and 
permit hedge accounting to be applied to a greater variety of hedging instruments and risks. The Group does not expect a 
significant impact arising from the changes in the hedge accounting requirements.

suMMary of siGnificant accountinG policies
for the financial year enDeD 30 June 2018
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a Basis of preparation of the financial stateMents (continueD)

(b) standards, amendments to published standards and interpretations to existing standards that are applicable to the 
Group and the company but not yet effective (continued)

A number of new standards and amendments to standards and interpretations are effective for financial year beginning 
after 1 July 2017. None of these is expected to have a significant effect on the financial statements of the Group and the 
Company, except the following: (continued)

Disclosure

The new standard also introduces expanded disclosure requirements and changes in presentation. These are expected 
to change the nature and extent of the Group’s disclosures about its financial instruments particularly in the year of the 
adoption of the new standard.

The Group will apply the new rules retrospectively from 1 July 2018, with the practical expedients permitted under the 
standard. Comparatives for 2018 will not be restated.

The Group is still in the midst of finalising the financial impact in relation to the adoption of MFRS 9. Based on the 
preliminary assessments undertaken to-date, the Group expects an increase in the allowance for impairment on loans, 
advances and financing under the new impairment requirements, which will result in a reduction in the Group’s opening 
retained profits and overall capital positions as of 1 July 2018.

• MFRS 15 ‘Revenue from contracts with customers’ (effective from 1 January 2018) replaces MFRS 118 ‘Revenue’ and 
MFRS 111 ‘Construction contracts’ and related interpretations. The core principle in MFRS 15 is that an entity recognises 
revenue to depict the transfer of promised goods or services to the customer in an amount that reflects the consideration 
to which the entity expects to be entitled in exchange for those goods or services. 

Revenue is recognised when a customer obtains control of goods or services, i.e. when the customer has the ability to 
direct the use of and obtain the benefits from the goods or services.

A new five-step process is applied before revenue can be recognised:

• Identify contracts with customers
• Identify the separate performance obligations
• Determine the transaction price of the contract;
• Allocate the transaction price to each of the separate performance obligations; and
• Recognise the revenue as each performance obligation is satisfied.

Key provisions of the new standard are as follows:

• Any bundled goods or services that are distinct must be separately recognised, and any discounts or rebates on the 
contract price must generally be allocated to the separate elements.

• If the consideration varies (such as for incentives, rebates, performance fees, royalties, success of an outcome etc), 
minimum amounts of revenue must be recognised if they are not at significant risk of reversal.

• The point at which revenue is able to be recognised may shift: some revenue which is currently recognised at a point 
in time at the end of a contract may have to be recognised over the contract term and vice versa.

• There are new specific rules on licenses, warranties, non-refundable upfront fees, and consignment arrangements, to 
name a few.

• As with any new standard, there are also increased disclosures.

The Group is in the process of finalising the financial implication arising from the adoption of this new standard and expects 
no significant impact to the fees and other income for the Group.

• MFRS 16 ‘Leases’ (effective from 1 January 2019) supersedes MFRS 117 ‘Leases’ and the related interpretations.

Under MFRS 16, a lease is a contract (or part of a contract) that conveys the right to control the use of an identified asset 
for a period of time in exchange for consideration.

suMMary of siGnificant accountinG policies
for the financial year enDeD 30 June 2018

FINANCIALS

77
ANNUAL
REPORT

2018



a Basis of preparation of the financial stateMents (continueD)

(b) standards, amendments to published standards and interpretations to existing standards that are applicable to the 
Group and the company but not yet effective (continued)

A number of new standards and amendments to standards and interpretations are effective for financial year beginning 
after 1 July 2017. None of these is expected to have a significant effect on the financial statements of the Group and the 
Company, except the following: (continued)

• MFRS 16 ‘Leases’ (effective from 1 January 2019) supersedes MFRS 117 ‘Leases’ and the related interpretations. (continued)

 MFRS 16 eliminates the classification of leases by the lessee as either finance leases (on balance sheet) or operating 
leases (off balance sheet). MFRS 16 requires a lessee to recognise a “right-of-use” of the underlying asset and a lease 
liability reflecting future lease payments for most leases.

 The right-of-use asset is depreciated in accordance with the principle in MFRS 116 ‘Property, Plant and Equipment’ and 
the lease liability is accreted over time with interest expense recognised in income statement.

 For lessors, MFRS 16 retains most of the requirements in MFRS 117. Lessors continue to classify all leases as either 
operating leases or finance leases and account for them differently.

• IC Interpretation 23 ‘Uncertainty over Income Tax Treatments’ (effective 1 January 2019) provides guidance on how to 
recognise and measure deferred and current income tax assets and liabilities where there is uncertainty over a tax treatment.

 If an entity concludes that it is not probable that the tax treatment will be accepted by the tax authority, the effect of 
the tax uncertainty should be included in the period when such determination is made. An entity shall measure the 
effect of uncertainty using the method which best predicts the resolution of the uncertainty.

 IC Interpretation 23 will be applied retrospectively.

• Amendments to MFRS 9 ‘Prepayment features with negative compensation’ (effective 1 January 2019) allow companies 
to measure some prepayable financial assets with negative compensation at amortised cost. Negative compensation 
arises where the contractual terms permit the borrower to prepay the instrument before its contractual maturity, but 
the prepayment amount could be less than the unpaid amounts of principal and interest. To qualify for amortised cost 
measurement, the negative compensation must be reasonable compensation for early termination of the contract, and 
the asset must be held within a ‘held to collect’ business model. 

 The amendments will be applied retrospectively.

• Annual Improvements to MFRSs 2015 – 2017 Cycle: 

• Amendments to MFRS 3 ‘Business Combinations’ (effective from 1 January 2019) clarify that when a party obtains 
control of a business that is a joint operation, the acquirer should account the transaction as a business combination 
achieved in stages. Accordingly it should remeasure its previously held interest in the joint operation (rights to the 
assets and obligations for the liabilities) at fair value on the acquisition date.

• Amendments to MFRS 112 ‘Income Taxes’ (effective from 1 January 2019) clarify that where income tax 
consequences of dividends on financial instruments classified as equity is recognised (either in income statement, 
other comprehensive income or equity) depends on where the past transactions that generated distributable profits 
were recognised. Accordingly, the tax consequences are recognised in income statement when an entity determines 
payments on such instruments are distribution of profits (that is, dividends). Tax on dividend should not be recognised 
in equity merely on the basis that it is related to a distribution to owners.

• Amendments to MFRS 123 ‘Borrowing Costs’ (effective from 1 January 2019) clarify that if a specific borrowing 
remains outstanding after the related qualifying asset is ready for its intended use or sale, it becomes part of general 
borrowings.

None of the standards, amendments and interpretations that are effective for the respective financial years is expected to 
have a significant effect on the financial statements of the Group, except for MFRS 9.

The Group is in the midst of finalising the financial impact arising from the requirements of MFRS 9 as it introduces 
significant changes in the way the Group accounts for financial instruments. Due to the high degree of complexity of this 
accounting standard and its proposed changes, the financial effects of its adoption are still being assessed and finalised 
by the Group.

suMMary of siGnificant accountinG policies
for the financial year enDeD 30 June 2018
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B consoliDation

(i) subsidiaries

 Subsidiaries are all entities (including structured entities) over which the Group has control. The Group controls an entity 
when the Group is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to 
affect those returns through its power to direct the relevant activities of the entity. Subsidiaries are fully consolidated from 
the date on which control is transferred to the Group. They are deconsolidated from the date that control ceases.

 The consolidated financial statements include the financial statements of the Company and all its subsidiaries as at the 
end of the reporting period. The financial statements of the subsidiaries are prepared in the same reporting date as the 
Company.

 The Group applies the acquisition method to account for business combinations. The consideration transferred for the 
acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred to the former owners of the 
acquiree and the equity interests issued by the Group. The consideration transferred includes the fair value of any asset 
or liability resulting from a contingent consideration arrangement and fair value of any pre-existing equity interest in the 
subsidiary. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are, with 
limited exceptions, measured initially at their fair values at the acquisition date. The Group recognises any non-controlling 
interest in the acquiree on an acquisition-by-acquisition basis, either at fair value or at the non-controlling interest’s 
proportionate share of the recognised amounts of acquiree’s identifiable net assets.

 The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the acquisition-
date fair value of any previous equity interest in the acquiree over the fair value of the identifiable net assets acquired is 
recognised as goodwill. If the total of consideration transferred, non-controlling interest recognised and previously held 
interest measured is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, 
the difference is recognised directly in the income statements.

 The Group applies predecessor accounting to account for business combinations under common control. Under the 
predecessor accounting, assets and liabilities acquired are not restated to their respective fair values but at the carrying 
amounts from the consolidated financial statements of the ultimate holding company of the Group and adjusted to conform 
with the accounting policies adopted by the Group. The difference between any consideration given and the aggregate 
carrying amounts of the assets and liabilities (at the date of the transaction) of the acquired entity is recorded as an 
adjustment to retained earnings. No additional goodwill is recognised. Acquisition-related costs are expensed as incurred. 
The acquired entity’s results, assets and liabilities are consolidated from the date on which the business combination 
between entities under common control occurred. Consequently, the consolidated financial statements do not reflect 
the results of the acquired entity for the period before the transaction occurred and the corresponding amounts for the 
previous year are also not restated.

 Acquisition-related costs are expensed as incurred.

 If the business combination is achieved in stages, the carrying value of the acquirer’s previously held equity interest in 
the acquiree is remeasured to fair value at the acquisition date, any gains or losses arising from such re-measurement are 
recognised in income statement. Any contingent consideration to be transferred by the Group is recognised at fair value at 
the acquisition date. Subsequent changes to the fair value of the contingent consideration that is deemed to be an asset 
or liability is recognised in accordance with MFRS 139 in income statement. Contingent consideration that is classified as 
equity is not remeasured, and its subsequent settlement is accounted for within equity.

 Inter-company transactions, balances, unrealised gains on transactions between group companies are eliminated. 
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the transferred asset. 

 Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted 
by the Group.

 Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated income 
statement, statement of comprehensive income, statement of changes in equity and statement of financial position 
respectively.

suMMary of siGnificant accountinG policies
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B consoliDation (continueD)

(ii) changes in ownership interests in subsidiaries without change of control

 Transactions with non-controlling interests that do not result in loss of control are accounted for as transactions with 
equity owners of the Group. A change in ownership interest results in an adjustment between the carrying amounts of 
the controlling and non-controlling interests to reflect their relative interests in the subsidiary. Any difference between 
the amount of the adjustment to non-controlling interests and any consideration paid or received is recognised in equity 
attributable to owners of the Group.

(iii) Disposal of subsidiaries

 When the Group ceases to consolidate because of a loss of control, any retained interest in the entity is remeasured to 
its fair value with the change in carrying amount recognised in income statement. This fair value becomes the initial 
carrying amount for the purposes of subsequently accounting for the retained interest as an associate, joint venture or 
financial asset. In addition, any amounts previously recognised in other comprehensive income in respect of that entity 
are accounted for as if the Group had directly disposed of the related assets or liabilities. This may mean that amounts 
previously recognised in other comprehensive income are reclassified to income statement. 

 Gains or losses on the disposal of subsidiaries include the carrying amount of goodwill relating to the subsidiaries sold.

(iv) investments in subsidiaries

 In the Company’s separate financial statements, the investment in subsidiaries is stated at cost less accumulated impairment 
losses. At each reporting date, the Company assesses whether there is an indication of impairment. If such indication exist, 
an analysis is performed to assess whether the carrying amount of the investment is fully recoverable. A write-down 
is made if the carrying amount exceeds the recoverable amount. Any subsequent increase in recoverable amount is 
recognised in the income statement.

 On disposal of investments in subsidiaries, the difference between disposal proceeds and the carrying amounts of the 
investments are recognised in income statement.

 The amounts due from subsidiaries of which the Company does not expect repayment in the foreseeable future are 
considered as part of the Company’s investments in subsidiaries.

c property anD equipMent anD Depreciation

 Property and equipment are stated at cost less accumulated depreciation and any accumulated impairment losses. Cost includes 
its purchase price and any cost that is directly attributable to the acquisition of the items. Subsequent costs are included in the 
asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits 
associated with the item can be measured reliably. The carrying amount of the replaced part is de-recognised. All other repair 
and maintenance costs are charged to the income statement during the financial period in which they are incurred. 

 Freehold land is not depreciated as it has an infinite life. Property and equipment are depreciated on a straight line basis to write 
off the cost of the assets to their residual values over their estimated useful lives, summarised as follows:

Leasehold land Over the remaining period of the lease 
 or 100 years whichever is shorter
Buildings on leasehold land Over the remaining period of the lease
 or 50 years whichever is shorter
Buildings on freehold land 50 years
Office and computer equipment 3 - 10 years
Furniture and fittings 3 - 10 years
Renovations 5 - 10 years
Motor vehicles 4 - 5 years

 The assets’ residual value and useful lives are reviewed and adjusted if appropriate, at each reporting period.

suMMary of siGnificant accountinG policies
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c property anD equipMent anD Depreciation (continueD)

 Property and equipment are reviewed for impairment at each reporting date and whenever events or changes in circumstances 
indicate that the carrying amount may not be recoverable. Where an indication of impairment exists, the carrying amount of the 
asset is assessed and written down immediately to its recoverable amount. Any subsequent increase in the recoverable amount 
is recognised in the income statement. Refer to Note V on impairment of non-financial assets.

 Gains and losses on disposals are determined by comparing proceeds with the carrying amount and are included in other 
operating income in income statement.

D intanGiBle assets

(a) computer software

 Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the 
specific software. These costs are amortised over their estimated useful lives of 3 to 5 years. Computer software classified 
as intangible assets are stated at cost less accumulated amortisation and accumulated impairment loss, if any.

(b) Goodwill

 Goodwill arises from a business combination and represents the excess of the aggregate of fair value of consideration 
transferred, the amount of any non-controlling interest in the acquiree and the fair value of any previous equity interest in 
the acquiree over the fair value of the net identifiable assets acquired and liabilities assumed on the acquisition date. If the 
fair value of consideration transferred, the amount of non-controlling interest and the fair value of previously held interest 
in the acquiree are less than the fair value of the net identifiable assets of the acquiree, the resulting gain is recognised in 
income statement.

 Goodwill is allocated to cash-generating units (“CGU”) for the purpose of impairment testing. The allocation is made 
to those CGUs or groups of CGUs that are expected to benefit from the synergies of the business combination in which 
the goodwill arose. Each CGU represents the lowest level at which the goodwill is monitored for internal management 
purposes. Goodwill is monitored at the operating segment level.

 Goodwill is stated at cost less accumulated impairment loss and is tested annually for impairment or more frequently 
if events or changes in circumstances indicate a potential impairment. The carrying value of goodwill is compared to 
the recoverable amount, which is the higher of value in use and the fair value less costs of disposal. Any impairment is 
recognised immediately as an expense and is not subsequently reversed.

e leases

(a) finance lease

 Assets purchased under lease which in substance transfers the risks and benefits of ownership of the assets to the Group 
or the Company are capitalised under property and equipment. The assets and the corresponding lease obligations are 
recorded at the lower of the present value of the minimum lease payments or the fair value of the leased assets at the 
beginning of the lease term. Such leased assets are subject to depreciation on the same basis as other property and 
equipment.

 Leases which do not meet such criteria are classified as operating lease and the related rentals are charged to the income 
statement.

(b) operating lease

 Leases of assets under which the significant portion of the risks and benefits of ownership are retained by the lessor are 
classified as operating leases. Payment made under operating lease are charged to the income statement on a straight line 
basis over the period of the lease.

 When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor 
by way of penalty is recognised as an expense in the period in which termination takes place.
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f financial assets

(a) classification

 The Group and the Company classify their financial assets in the following categories: at fair value through profit or loss, 
loans and receivables, available-for-sale and held-to-maturity. The classification depends on the purpose for which the 
financial assets were acquired. Management determines the classification at initial recognition.

(i) financial assets at fair value through profit or loss

 Financial assets at fair value through profit or loss comprise financial assets held-for-trading and other financial assets 
designated by the Group and the Company as fair value through profit or loss upon initial recognition. The Group does 
not have any non-derivative financial assets designated at fair value through profit or loss.

 A financial asset is 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 if it is part of a portfolio of identified financial instruments that are managed 
together and for which there is evidence of a recent actual pattern of short-term profit-taking. Derivatives are also 
categorised as held-for-trading unless they are designated and effective as hedging instruments.

(ii) loans and receivables

 Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market.

(iii) financial investments held-to-maturity

 Financial investments held-to-maturity are non-derivative instruments with fixed or determinable payments and fixed 
maturities that the Group’s and the Company’s management has the positive intent and ability to hold to maturity. 
If the Group and the Company sell other than an insignificant amount of financial investments held-to-maturity, the 
entire category will be tainted and reclassified as financial investments available-for-sale.

(iv) financial investments available-for-sale

 Financial investments available-for-sale are those intended to be held for an indefinite period of time, which may 
be sold in response to needs for liquidity or changes in interest rate, exchange rates or equity prices or that are not 
classified as financial assets at fair value through profit or loss, loans and receivables and financial investments held-
to-maturity.

(b) recognition and initial measurement

 Regular purchases and sales of financial assets are recognised on the trade-date, the date on which the Group commits to 
purchase or sell the asset.

 Financial assets are initially recognised at fair value plus transaction costs that are directly attributable to the acquisition of 
the financial asset for all financial assets not carried at fair value through profit or loss. Financial assets carried at fair value 
through profit or loss are initially recognised at fair value, and transaction costs are expensed in income statement.

(c) subsequent measurement

 Financial assets at fair value through profit or loss and financial investments available-for-sale are subsequently carried 
at fair value, except for investments in equity instruments that do not have a quoted market price in an active market 
and whose fair value cannot be reliably measured in which case the investments are stated at cost. Gains and losses 
arising from changes in the fair value of the financial assets at fair value through profit or loss are included in the income 
statement in the period which they arise. Gains and losses arising from changes in fair value of financial investments 
available-for-sale are recognised directly in other comprehensive income, until the securities are derecognised or impaired 
at which time the cumulative gains or losses previously recognised in equity are recognised in the income statement. 
Foreign exchange gains or losses of financial investments available-for-sale are recognised in the income statement in the 
period it arises.

 Financial investments held-to-maturity are subsequently measured at amortised cost using the effective interest method. 
Gains or losses arising from de-recognition or impairment of the securities are recognised in the income statement.
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f financial assets (continueD)

(c) subsequent measurement (continued)

 Interest from financial assets held at fair value through profit or loss, financial investments available-for-sale and financial 
investments held-to-maturity is calculated using the effective interest method and is recognised in the income statement. 
Dividends from available-for-sale equity instruments are recognised in the income statement when the entity’s right to 
receive payment is established.

 Loans and receivables are initially recognised at fair value – which is the cash consideration to originate or purchase 
the loan including the transaction costs, and measured subsequently at amortised cost using the effective interest rate 
method. Interest on loans is included in the income statement. In the case of impairment, the impairment loss is reported 
as a deduction from the carrying value of the loan and recognised in the income statement.

G financial liaBilities

 Financial liabilities are measured at amortised cost, except for trading liabilities and liabilities designated at fair value, which 
are held at fair value through profit or loss. Financial liabilities are initially recognised at fair value plus transaction costs for all 
financial liabilities not carried at fair value through profit or loss. Financial liabilities at fair value through profit or loss are initially 
recognised at fair value, and transaction costs are expensed in income statement. Financial liabilities are de-recognised when 
extinguished.

(a) financial liabilities at fair value through profit or loss

 This category comprises two sub-categories: financial liabilities classified as held-for-trading, and financial liabilities 
designated at fair value through profit or loss upon initial recognition. The Group does not have any non-derivative financial 
liabilities designated at fair value through profit or loss.

 A financial liability is 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 if it is part of a portfolio of identified financial instruments that are managed together 
and for which there is evidence of a recent actual pattern of short-term profit-taking. Derivatives are also categorised as 
held-for-trading unless they are designated and effective as hedging instruments. 

(b) financial liabilities at amortised cost

 Financial liabilities that are not classified as at fair value through profit or loss fall into this category and are measured at 
amortised cost. 

h iMpairMent of financial assets

(a) assets carried at amortised cost

 A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is objective evidence of 
impairment as a result of one or more events that has occurred after the initial recognition of the asset (an incurred ‘loss 
event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or the group 
of financial assets that can be reliably estimated. 

 The criteria the Group and the Company use to determine that there is objective evidence of impairment loss include 
indications that the borrower or a group of borrowers is experiencing significant financial difficulty, the probability that 
they will enter bankruptcy or other financial reorganisation, default of delinquency in interest or principal payments and 
where observable data indicates that there is a measurable decrease in the estimated future cash flows, such as changes 
in arrears or economic conditions that correlate with defaults.

 The Group and the Company first assess whether objective evidence of impairment exists individually for financial assets 
that are individually significant, and individually or collectively for financial assets that are not individually significant. If the 
Group and the Company determine that no objective evidence of impairment exists for an individually assessed financial 
asset, whether significant or not, they include the asset in a group of financial assets with similar credit risk characteristics 
and collectively assesses them for impairment. Those characteristics are relevant to the estimation of future cash flows for 
groups of such assets by being indicative of the debtors’ ability to pay all amounts due according to the contractual terms 
of the assets being evaluated. Assets that are individually assessed for impairment and for which an impairment loss is or 
continues to be recognised are not included in a collective assessment of impairment.
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h iMpairMent of financial assets (continueD)

(a) assets carried at amortised cost (continued)

 Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated on the basis of 
the contractual cash flows of the assets in the Group and the Company and historical loss experience for assets with credit 
risk characteristics similar to those in the Group and in the Company. Historical loss experience is adjusted on the basis of 
current observable data to reflect the effects of current conditions that did not affect the financial period on which the 
historical loss experience is based and to remove the effects of conditions in the historical period that do not currently exist. 

 Estimates of changes in future cash flows for groups of assets should reflect and be directionally consistent with changes 
in related observable data from financial period to financial period (for example, changes in unemployment rates, 
property prices, payment status, or other factors indicative of changes in the probability of losses in the Company and their 
magnitude). The methodology and assumptions used for estimating future cash flows are reviewed regularly by the Group 
and the Company to reduce any differences between loss estimates and actual loss experience.

 The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of 
estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s 
original effective interest rate. The asset’s carrying amount is reduced and the amount of the loss is recognised in income 
statement. If ‘loans and receivables’ or a ‘held-to-maturity investment’ has a variable interest rate, the discount rate 
for measuring any impairment loss is the current effective interest rate determined under the contract. As a practical 
expedient, the Group may measure impairment on the basis of an instrument’s fair value using an observable market price.

 When an asset is uncollectible, it is written-off against the related allowance account. Such assets are written-off after 
taking into consideration the realisable value of collateral, if any, when in the judgement of the management, there is no 
prospect of recovery.

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

(b) assets carried at available-for-sale

 The Group assesses at each reporting date whether there is objective evidence that the financial asset is impaired.

 For debt securities, the Group uses criteria and measurement of impairment loss applicable for “assets carried at amortised 
cost” above. If in a subsequent period, the fair value of a debt instrument classified as financial investments available-for-
sale increases and the increase can be objectively related to an event occurring after the impairment loss was recognised 
in income statement, the impairment loss is reversed through profit or loss.

 In the case of equity instruments classified as financial investments available-for-sale, in addition to the criteria for assets 
carried at amortised cost above, a significant or prolonged decline in the fair value of the security below its cost is 
considered in determining whether the securities are impaired. If there is an objective evidence that an impairment loss 
on financial investments available-for-sale has been incurred, the cumulative loss that has been recognised directly in 
equity is removed from equity and recognised in the income statement. The amount of cumulative loss that is reclassified 
to income statement is the difference between the acquisition cost and current fair value, less any impairment loss on that 
financial asset previously recognised in income statement. Impairment losses recognised in income statement on equity 
instruments are not reversed through the income statement.

i DerecoGnition of financial assets anD financial liaBilities

 Financial assets are derecognised when the contractual rights to receive the cash flows from these assets have ceased to exist 
or the assets have been transferred and substantially all the risks and rewards of ownership of the assets are also transferred 
(that is, if substantially all the risks and rewards have not been transferred, the Group tests control to ensure that continuing 
involvement on the basis of any retained powers of control does not prevent derecognition). Financial liabilities are derecognised 
when they have been redeemed or otherwise extinguished.

 Collateral furnished by the Group under standard repurchase agreements transactions is not derecognised because the 
Group retains substantially all the risks and rewards on the basis of the predetermined repurchase price, and the criteria for 
derecognition are therefore not met.
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J offsettinG financial instruMents

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

 The legally enforceable right must not be contingent on future events and must be enforceable in the normal course of business 
and in the event of default, insolvency or bankruptcy.

k sale anD repurchase aGreeMents

 Securities purchased under resale agreements are securities which the Group has purchased with a commitment to resell at 
future dates. The commitment to resell the securities is reflected as an asset on the statements of financial position.

 Conversely, obligations on securities sold under repurchase agreements are securities which the Group has sold from its portfolio, 
with a commitment to repurchase at future dates. Such financing and the obligation to repurchase the securities is reflected as 
a liability on the statements of financial position.

 The difference between sale and repurchase price as well as purchase and resale price are amortised as interest income and 
interest expense respectively on an effective yield method.

l clients’ anD Brokers’ Balances

 In accordance with the Rules of Bursa Malaysia Securities Berhad (“Bursa Securities”), clients’ accounts are classified as impaired 
accounts (previously referred to as non-performing) under the following circumstances:

 Types Criteria for classification as impaired

 Contra losses When an account remains outstanding from more than 16 calendar days from the date of contra transaction

 Overdue purchase When an account remains outstanding from T+5 market days onwards (non-margin purchase) and 
contracts T+9 market days onwards (discretionary financing)

 Bad debts are written-off when identified. Impairment allowances are made for balances due from clients and brokers which 
are considered doubtful or which have been classified as impaired, after taking into consideration collateral held by the Group 
and deposits of and amounts due to dealer representative in accordance with the Rules of Bursa Securities. 

M Derivative financial instruMents

 Derivative financial instruments are initially recognised at fair values on the date on which derivative contracts are entered into 
and are subsequently re-measured at their fair values. Fair values are obtained from quoted market prices in active markets, 
including recent market transactions, and valuation techniques, including discounted cash flow models and option pricing 
models, as appropriate. All derivatives are carried as assets when fair values are positive and as liabilities when fair values are 
negative. Changes in the fair value of any derivatives that do not qualify for hedge accounting are recognised immediately in 
the income statement.

 The best evidence of the fair value of a derivative at initial recognition is the transaction price (i.e. the fair value of the 
consideration given or received) unless the fair value of that instrument is evidenced by comparison with other observable 
current market transactions in the same instrument (i.e. without modification or repackaging) or based on a valuation technique 
which variables include only data from observable markets. When such evidence exists, the Group recognise the fair value of 
derivatives in income statement immediately.

 Cash collateral held in relation to derivative transactions are carried at amortised cost.

 As at reporting date, the Group and the Company have not designated any derivatives as hedging instruments.

n ManaGer’s stocks anD consuMaBles

 Manager’s stocks represent units in the unit trust funds managed by the unit trust management subsidiary. Manager’s stocks are 
classified as a financial asset at fair value through profit or loss. Consumables for future use are stated at cost and are written 
off when they are not foreseen to be used.
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o cash anD cash equivalents

 Cash and cash equivalents are cash and short-terms funds held for the purpose of meeting short-term commitments and readily 
convertible into cash without significant risk of changes in value. 

 For the purpose of the statement of cash flows, cash and cash equivalents comprise cash and short-term funds and deposits and 
placements with financial institutions, with original maturity of three months or less.

p BorrowinGs

 Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently carried at 
amortised cost, any difference between initial recognised amount and the redemption value is recognised in the income 
statement over the period of the borrowings using the effective interest method. 

 Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is probable 
that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-down occurs. To the extent 
there is no evidence that it is probable that some or all of the facility will be drawn down, the fee is capitalised as a pre-payment 
for liquidity services and amortised over the period of the facility to which it relates.

 Borrowings are removed from the statement of financial position when the obligation specified in the contract is discharged, 
cancelled or expired. The difference between the carrying amount of a financial liability that has been extinguished or transferred 
to another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in 
income statement within interest expense.

 Where the terms of a financial liability are renegotiated and the Company issues equity instruments to a creditor to extinguish 
all or part of the liability (debt for equity swap), a gain or loss is recognised in income statement, which is measured as the 
difference between the carrying amount of the financial liability and the fair value of the equity instruments issued.

 All other borrowing costs are recognised in income statement in the period in which they are incurred.

q incoMe taxes

 Tax expense for the period comprises current and deferred tax. The income tax expense or credit for the period is the tax payable 
on the current period’s taxable income based on the applicable income tax rate for each jurisdiction adjusted by changes in 
deferred tax assets and liabilities attributable to temporary differences and to unused tax losses. Tax is recognised in income 
statement, except to the extent that its relates to items recognised in other comprehensive income or directly in equity. In this 
case, the tax is also recognised in other comprehensive income or directly in equity, respectively.

 The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the 
reporting period in the countries where the Group’s subsidiaries operate and generate taxable income.

 Deferred tax is provided in full, using the liability method, on temporary differences arising between the amounts attributed to 
assets and liabilities for tax purposes and their carrying amounts in the financial statements. However, deferred tax liabilities 
are not recognised if they arise from initial recognition of goodwill. Deferred tax is not accounted for if it arises from initial 
recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction affects 
neither accounting nor taxable profit or loss. Deferred tax is determined using tax rates (and tax laws) that have been enacted 
or substantively enacted by the end of the reporting period and are expected to apply when the related deferred tax asset is 
realised or the deferred tax liability is settled.

 Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the 
deductible temporary differences, unused tax losses or unused tax credits can be utilised.

 Deferred tax liability is recognised for all taxable temporary differences associated with investments in subsidiaries except 
where the timing of the reversal of the temporary difference is controlled by the parent and it is probable that the temporary 
difference will not reverse in the foreseeable future.

 Deferred income tax assets are recognised on deductible temporary differences arising from investments in subsidiaries only to 
the extent that it is probable the temporary difference will reverse in the future and there is sufficient taxable profit available 
against which the deductible temporary difference can be utilised.

 Deferred income tax related to fair value re-measurement of financial investments available-for-sale, which are charged or 
credited directly to equity, is also credited or charged directly to equity and is subsequently recognised in the income statements 
together with the deferred gain or loss.
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q incoMe taxes (continueD)

 Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against 
current tax liabilities and when the deferred income tax assets and liabilities relate to taxes levied by the same taxation 
authority on either the taxable entity or different taxable entities where there is an intention to settle the balance on a net basis.

r provisions

 Povisions are recognised when the Group and the Company have a present legal or constructive obligation as a result of past 
events, it is probable that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount 
can be made.

 Where the Group and the Company expect a provision to be reimbursed by another party, the reimbursement is recognised as 
a separate asset but only when the reimbursement is virtually certain. Provisions are not recognised for future operating losses.

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

 Provisions are measured at the present values of management’s best estimate of the expenditures expected to be required to 
settle the obligation using a pre-tax rate that reflects current market assessments of the time value of money and risks specific 
to the obligation. The increase in the provision due to passage of time is recognised as interest expense.

s recoGnition of interest incoMe

 Interest income and expense for all interest-bearing financial instruments are recognised within “interest income” and “interest 
expense” in the income statement using the effective interest method. 

 The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of 
allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly 
discounts estimated future cash payments or receipts through the expected life of the financial instruments or, when appropriate, 
a shorter period to the net carrying amount of the financial asset or financial liability. When calculating the effective interest rate, 
the Group takes into account all contractual terms of the financial instrument and includes any fees or incremental costs that are 
directly attributable to the instrument and are an integral part of the effective interest rate, but not future credit losses.

 Interest income is recognised using the effective interest method. When a loan and receivable is impaired, the Group reduces 
the carrying amount to its recoverable amount, being the estimated future cash flow discounted at the original effective 
interest rate of the instrument, and continues unwinding the discount as interest income. Interest income on impaired loan and 
receivables are recognised using the original effective interest rate.

t recoGnition of fees anD other incoMe

 Loan arrangement fees and commissions are recognised as income when all conditions precedent are fulfilled. Commitment 
fees and guarantee fees which are material are recognised as income based on time apportionment. Service charges and other 
fee income are recognised as income when the services are rendered.

 Dividends from financial assets held-for-trading, financial investments available-for-sale, financial investments held-to-maturity 
and subsidiary companies are recognised when the rights to receive payment is established. 

 Net profit from financial assets held-for-trading and financial investments available-for-sale are recognised upon disposal of the 
financial instruments, as the difference between net disposal proceeds and the carrying amount of the financial instruments.

 Brokerage income is recognised when contracts are executed. Rollover fees, nominees services and handling charges are 
recognised on an accrual basis.

 Corporate advisory fees are recognised as income on completion of each stage of the engagement and issuance of invoice.

 Management fees charged for management of clients’ and unit trust funds is recognised on an accrual basis in accordance 
with the rates provided for in the prospectuses of unit trust funds and investment mandate with private customers. Other 
management fees charged for underwriting, placement and advisory fees are recognised on an accrual basis.

 Service charge from sales of unit trust comprises gross proceeds from sales of unit trust less direct cost of unit trust created, net 
of cancellations. Such revenue is recognised upon the allotment of unit trust.
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t recoGnition of fees anD other incoMe (continueD)

 Commission from futures clients is recognised upon the execution of trade on behalf of clients.

u eMployee Benefits

 Short term employee benefits

 Wages, salaries, paid annual leave and sick leave, bonuses, and non-monetary benefits that are expected to be settled wholly 
within 12 months after the end of the period in which the employees render the related service are recognised in respect of 
employees’ services up to the end of the reporting period and are measured at the amounts expected to be paid when the 
liabilities are settled.

 The Group and the Company recognise a liability and an expense for bonuses. The Group and the Company recognise a provision 
where contractually obliged or where there is a past practice that has created a constructive obligation.

 Defined contribution plan

 A defined contribution plan is a pension plan under which the Group and the Company pay fixed contributions into a separate entity 
(fund) on mandatory, contractual or voluntary basis and will have no legal or constructive obligations to pay further contributions if 
the fund does not hold sufficient assets to pay all employees benefits relating to employee service in the current and prior periods.

 The Group and the Company contribute to a national defined contribution plan (the Employee Provident Fund) on a mandatory 
basis and the amounts contributed to the plan are charged to the income statement in the period to which they relate. Once the 
contributions have been paid, the Group and the Company has no further payment obligations.

 Share-based compensation

 The Group operates an equity-settled, share-based compensation plan under which the entity receives services from employees 
as consideration for equity instruments (share options) of the Group. The fair value of the employee services received in 
exchange for the grant of the share options is recognised as an expense in the income statement over the vesting periods of 
the grant with a corresponding increase in equity. 

 The total amount to be expensed over the vesting period is determined by reference to the fair value of the share options 
granted, excluding the impact of any non-market vesting conditions. Non-market vesting conditions are included in assumptions 
about the number of options that are expected to vest. At each reporting date, the Company revises its estimates of the number 
of share options that are expected to vest. It recognises the impact of the revision of original estimates, if any, in the income 
statement, with a corresponding adjustment to share option reserve in equity. 

 A trust has been set up for the Employee Share Option Scheme (“ESOS”) and is administered by an appointed trustee. The 
trustee will be entitled from time to time to accept financial assistance from the Company upon such terms and conditions as 
the Company and the trustee may agree to purchase the Company’s stocks from the open market for the purposes of this trust, 
recognised as treasury shares in the equity.

 When the options are exercised, the Company delivers the treasury shares to the employees. The proceeds received net of any 
directly attributable transaction costs are credited to equity when the options are exercised. When options are not exercised and 
lapsed, the share option reserve is transferred to retained profits. The difference between the net proceeds received and the 
cost of treasury shares is recorded as an adjustment to retained profits.

v iMpairMent of non-financial assets

 Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets that are 
subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying amount of the asset 
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. 
For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable 
cash flows (cash-generating units). Non-financial assets other than goodwill that suffered impairment are reviewed for possible 
reversal of the impairment at each reporting date.

 The impairment loss is charged to the income statement unless it reverses a previous revaluation in which case it is charged to 
the revaluation surplus. Impairment losses on goodwill are not reversed. In respect of other assets, any subsequent increase in 
recoverable amount is recognised in the income statement unless it reverses an impairment loss on a revalued asset in which 
case it is taken to revaluation surplus reserve.
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w currency translations

 (a) functional and presentation currency

 Items included in the financial statements of each of the Group’s and the Company’s entities are measured using the 
currency of the primary economic environment in which the entity operates (“the functional currency”). The consolidated 
financial statements are presented in Ringgit Malaysia, which is the Group’s presentation currency and the Company’s 
functional and presentation currency. 

(b) foreign currency transactions and balances

 Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates 
of the transactions or valuations where items are remeasured. Foreign exchange gains and losses resulting from the 
settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities 
denominated in foreign currencies are recognised in the income statement.

 Changes in the fair value of monetary securities denominated in foreign currency classified as available-for-sale are 
analysed between translation differences resulting from changes in the amortised cost of the security and other changes 
in the carrying amount of the security. Translation differences related to changes in the amortised cost are recognised in 
income statement, and other changes in the carrying amount are recognised in other comprehensive income.

 Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the 
date when the fair value was determined. Translation differences on assets and liabilities carried at fair value are reported 
as part of the fair value gain or loss. Translation differences on non-monetary financial assets and liabilities, such as 
equity instruments held at fair value through profit or loss, are reported as part of the fair value gain or loss. Translation 
differences on non-monetary financial assets such as equities classified as financial investments available-for-sale are 
included in other comprehensive income. 

x share capital

(a) classification

 Ordinary shares are classified as equity. Other shares, if any, are classified as equity and/or liability according to the 
substance of the contractual arrangement of the particular instrument. 

(b) share issue costs

 Incremental external costs directly attributable to the issue of new shares or options are deducted against share premium 
account.

(c) Dividends

 Liability is recognised for the amount of any dividend declared, being appropriately authorised and no longer at the 
discretion of the Group, on or before the end of the reporting period but not distributed at the end of the reporting period.

 Distributions to holders of an equity instrument are charged directly to equity.

y seGMent reportinG

 Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-
maker. The chief operating decision-maker is the person or group that allocates resources to and assesses the performance of 
the operating segments of an entity. 

 Segment revenue, expense, assets and liabilities are those amount resulting from the operating activities of a segment that 
are directly attributable to the segment and the relevant portion that can be allocated on a reasonable basis to the segment. 
Segment revenue, assets and liabilities are determined before intra-group balances and intra-group transactions are eliminated 
as part of the consolidation process, except to the extent that such intra-group balances and transactions are between group 
enterprises within a single segment.
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Z financial Guarantee contracts

 Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse the holder for a loss 
it incurs because a specified debtor fails to make payments when due, in accordance with the terms of a debt instrument. Such 
financial guarantees are given to banks, financial institutions and other bodies on behalf of customers to secure loans and other 
banking facilities.

 Financial guarantee contracts are recognised as a financial liability at the time the guarantee is issued. The liability is initially 
measured at fair value and subsequently at the higher of the amount determined in accordance with MFRS 137 “Provisions, 
contingent liabilities and contingent assets” and the amount initially recognised less cumulative amortisation, where appropriate.

 The fair value of financial guarantees is determined as the present value of the difference in net cash flows between the 
contractual payments under the debt instrument and the payments that would be required without the guarantee, or the 
estimated amount that would be payable to a third party for assuming the obligations.

 Where financial guarantees in relation to loans or payables of subsidiaries are provided by the Company for no compensation, 
the fair values are accounted for as contributions and recognised as part of the cost of investment in subsidiaries.

aa continGent assets anD liaBilities

 The Group and the Company do not recognise contingent assets and liabilities other than those arising from business combination, 
but discloses its existence in the financial statements. A contingent liability is a possible obligation that arises from past events 
whose existence will be confirmed by the occurrence or non-occurrence of one or more uncertain future events beyond the 
control of the Group and the Company or a present obligation that is not recognised because it is not probable that an outflow 
of resources will be required to settle the obligation. A contingent liability also arises in the extremely rare case where there 
is a liability that cannot be recognised because it cannot be measured reliably. However, contingent liabilities do not include 
financial guarantee contracts. 

 A contingent asset is a possible asset that arises from past events whose existence will be confirmed by the occurrence or 
non-occurrence of one or more uncertain future events beyond the control of the Group and the Company. The Group does not 
recognise contingent assets but discloses its existence where inflows of economic benefits are probable, but not virtually certain.

aB transaction with owners

 Transaction with owners in their capacity as owners are recognised in statement of changes in equity and are presented 
separately from non-owner changes in equity.

ac earninGs per share

(a) Basic earnings per share

 Basic earnings per share is calculated by dividing:

• the profit attributable to owners of the Company, excluding any costs of servicing equity other than ordinary shares

• by the weighted average number of ordinary shares outstanding during the financial year, adjusted for bonus elements 
in ordinary shares issued during the year and excluding treasury shares.

(b) Diluted earnings per share

 Diluted earnings per share adjusts the figures in the determination of basic earnings per share to take into account:

• the after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares, and

• the weighted average number of additional ordinary shares that would have been outstanding assuming the conversion 
of all dilutive potential ordinary shares.
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

1 General inforMation

 The principal activity of the Company is investment holding. The principal activities of the subsidiaries are investment banking, 
stockbroking business, futures broking, related financial services, nominees and custodian services, unit trust management, fund 
management and sale of unit trusts as disclosed in Note 12 to the financial statements.

 The Company is a public limited company, incorporated and domiciled in Malaysia, and is listed on the Main Market of Bursa 
Malaysia Securities Berhad.

 The immediate holding and ultimate holding companies are Hong Leong Financial Group Berhad (“HLFG”) and Hong Leong 
Company (Malaysia) Berhad respectively, both incorporated in Malaysia. HLFG is listed on Main Market of Bursa Malaysia 
Securities Berhad.

 The registered office of the Company is located at Level 30, Menara Hong Leong, No 6, Jalan Damanlela, Bukit Damansara, 50490 
Kuala Lumpur.

2 cash anD short-terM funDs

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Cash and balances with banks and  
other financial institutions 101,550 158,278 44 490

Money at call and deposit placements  
maturing within one month 26,097 109,184 – –

  127,647 267,462 44 490

 Inclusive in cash and short-term funds of the Group are accounts in trust for dealer’s representative amounting to  
RM13,799,000 (30.06.2017: RM13,786,000).
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3 clients’ anD Brokers’ Balances

 Clients’ and brokers’ balances represent amounts receivable from outstanding purchase contracts in respect of the Group’s 
stockbroking business entered on behalf of clients, amounts due from brokers and contra losses.

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Performing accounts 313,785 270,148
Impaired accounts 2,828 1,264

  316,613 271,412
Less: Allowance for bad and doubtful debts:
        - individual assessment allowance (351) (417)
        - collective assessment allowance (28) (28)

  316,234 270,967

 Movements of impaired accounts are as follows:

At 1 July 1,264 1,390
Impaired during the financial year 2,311 574
Written back during the financial year (747) (700)

At 30 June 2,828 1,264

 Movements in the allowance for losses on clients’ and brokers’ balances are as follows:

individual assessment allowance
At 1 July 417 282
Allowance made during the financial year 204 245
Allowance written back during the financial year (270) (110)

At 30 June 351 417

collective assessment allowance
At 1 July 28 17
Allowance made during the financial year – 11

At 30 June 28 28
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

4 Deposits anD placeMents with Banks anD other financial institutions

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Licensed banks 40,645 –

5 financial assets helD-for-traDinG

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’0 00

Money market instruments
Malaysian Government Securities 10,029 – – –
Malaysian Government Investment Issues 81,076 30,561 – –
Negotiable instruments of deposits 864,200 831,596 – –
Bankers’ acceptances 55,084 – – –

  1,010,389 862,157 – –

quoted securities
In Malaysia:
Shares 22,242 35,077 16,090 –
Unit trust investment 4,460 6,470 4,460 –

 26,702  41,547 20,550 –

unquoted securities
Foreign currency bonds 20,095 – – –
Corporate bond and/or sukuk 187,248 198,943 – –

 207,343 198,943 – –

 1,244,434 1,102,647 20,550 –
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

6 financial investMents availaBle-for-sale

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Money market instruments
Malaysian Government Securities 81,306 30,378 – –
Malaysian Government Investment Issues 101,874 60,896 – –
Cagamas bonds 55,233 65,442 – –

  238,413 156,716 – –

quoted securities
In Malaysia:
Unit trust investment 221,994 201,063 142,410 140,168

unquoted securities
Shares 245 245 – –
Foreign currency bonds 93,197 74,832 – –
Corporate bond and/or sukuk 884,066 741,122 – –

  977,508 816,199 – –

  1,437,915 1,173,978 142,410 140,168

7 financial investMents helD-to-Maturity

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Money market instruments
Malaysian Government Securities 216,787 211,031
Malaysian Government Investment Issues 518,318 518,643

  735,105 729,674
unquoted securities
Foreign currency bonds 36,861 93,757
Corporate bond and/or sukuk 75,693 85,784

  112,554 179,541

  847,659 909,215

 Included in financial investments held-to-maturity are Malaysian Government Investment Issues, which are pledged as collateral 
for obligations on securities sold under repurchase agreements amounting to RM103,109,000 (30.06.2017: RM155,077,000).
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

8 loans anD aDvances

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Term loan financing 19,874  25,685
Share margin financing 208,125 210,707
Staff loans 58 64
Other loans 490 586

Gross loans and advances 228,547 237,042
Less:
Allowance for losses on loans and advances:
- individual assessment allowance (119) (110)
- collective assessment allowance (671) (340)

Total net loans and advances 227,757 236,592

(i) The maturity structure of loans and advances is as follows: 

 Maturity within one year 208,615 225,988 
One year to three years 19,874 10,990 
Over five years 58 64

 Gross loans and advances 228,547 237,042

(ii) The loans and advances are disbursed to the following types of customers: 

 Domestic business enterprises:
 - small and medium enterprises 112 110
 - others 112,062 120,574 

Individuals 108,243 108,535 
Foreign entities 8,130 7,823

 Gross loans and advances 228,547 237,042

(iii) Loans and advances analysed by interest rate sensitivity are as follows:
 
 Fixed rate:
 - staff housing loans 58 64
 - other fixed rate loans 490 586 

Variable rate:
 - cost plus 227,999 236,392

 Gross loans and advances 228,547 237,042

(iv) Loans and advances analysed by their economic purposes are as follows:
 
 Purchase of securities 221,604 210,707

Working capital 6,395 25,685
Purchase of transport vehicles 119 110
Purchase of landed property 429 540

Gross loans and advances 228,547 237,042
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

8 loans anD aDvances (continueD)

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

(v) Loans and advances analysed by geographical distribution are as follows:
 
 Malaysia 228,547 237,042

(vi) Movements in the impaired loans and advances are as follows:
 
 At 1 July 11,576 574

Impaired during the financial year 34 11,002
Amount written-back during the financial year (4,726) –

At 30 June 6,884 11,576

Ratio of impaired loans to total loans and advances net of individual
     assessment allowance 3.0% 4.9%

(vii) Movements in the allowance for losses on loans and advances are as follows:
 
 individual assessment allowance

At 1 July 110 100
Allowance made during the financial year 9 10

At 30 June 119 110

collective assessment allowance
At 1 July 340 914
Allowance made/(written-back) during the financial year 331 (574)

At 30 June 671 340

(viii) Impaired loans and advances analysed by their economic purposes are as follows:
 

Purchase of transport vehicles 119 110
Purchase of landed properties 371 476
Working capital 6,394 10,990

 6,884 11,576

(ix) Impaired loans and advances analysed by geographical distribution are as follows:
 

Malaysia 6,884 11,576
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

9 other assets

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Amounts due from subsidiary companies (a) – – 150 572
Deposits 6,352 3,862 5 4
Prepayments 2,570 1,418 30 39
Fee income receivables net of allowance for impairment 

losses of RM1,473,000 (30.06.2017: RM1,015,000) (b) 2,842 16,076 – –
Cash collaterals pledged for derivative transactions 3,922 22,531 – –
Treasury related receivables 4,080 – – –
Equity related receivables 4,706 913 – –
Other receivables 26,359 9,460 15,984 –
Manager’s stocks and consumables 790 512 – –

  51,621 54,772 16,169 615

(a) The amounts due from subsidiaries and related companies are unsecured, interest free and repayable on demand.

(b) Movements of allowance for impairment losses on fee income receivables is as follows:

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

 individual assessment allowance
At 1 July 1,015 28
Allowance made during the financial year 816 987
Allowance written-back during the financial year (358) –

At 30 June 1,473 1,015

10 statutory Deposits with Bank neGara Malaysia (“BnM”)

 The non-interest bearing statutory deposits are maintained by the banking subsidiary with BNM in compliance with Section 
26(2)(c) of the Central Bank of Malaysia Act 2009, the amount of which is determined at set percentages of total eligible 
liabilities.
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

11 DeferreD tax assets/(liaBilities)

 Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against 
current tax liabilities and when the deferred taxes relate to the same tax authority. The following amounts, determined after 
appropriate offsetting, are shown in the statements of financial position:

 the Group
  30.06.2018 30.06.2017 
 note rM’000 rM’000

Deferred tax assets  88,325 90,948

At 1 July  90,948 92,378
Charged to income statements 32 (4,137) (2,755)
Credited to equity  1,514 1,325

At 30 June  88,325 90,948

Deferred tax assets
- settled more than 12 months  66,317 68,237
- settled within 12 months  22,722 24,224
Deferred tax liabilities
- settled more than 12 months  64 (1,240)
- settled within 12 months  (778) (273)

  88,325 90,948

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

  financial  
 property investments 
 and available- unutilised 
 equipment for-sale tax credits provisions total 
the Group rM’000 rM’000 rM’000 rM’000 rM’000

At 1 July 2017 (1,058) (455) 85,613 6,848 90,948
Credited/(charged) to income 
       statements 349 – (3,086) (1,400) (4,137)
Credited to equity – 1,514 – – 1,514

At 30 June 2018 (709) 1,059 82,527 5,448 88,325

At 1 July 2016 (1,850) (1,780) 89,692 6,316 92,378
Credited/(charged) to income 
       statements 792 – (4,079) 532 (2,755)
Credited to equity – 1,325 – – 1,325

At 30 June 2017 (1,058) (455) 85,613 6,848 90,948
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

12 investMent in suBsiDiary coMpanies

 the company
 30.06.2018 30.06.2017 
 rM’000 rM’000

subsidiary companies:
Unquoted shares at cost 444,256 447,736
Less: Accumulated impairment losses (a) (127,682) (127,682)

  316,574 320,054

(a) The impairment allowance was due to reduction in a subsidiary’s estimated future cash flows. In determining the 
impairment allowance, management has assessed the recoverable amount, being the higher of the fair value less costs to 
sell and value in use. 

 The investment in subsidiary is included within the reportable segment of ‘Investment holding and others’.

 Details of the subsidiary companies are as follows:

  effective 
  equity interest

 country of 2018 2017  
name of companies incorporation % % principal activities

Hong Leong Investment Bank Malaysia 100 100 Investment banking, 
Berhad and its subsidiaries           stockbroking business,  
           futures  broking and related 
           financial services

- HLIB Nominees (Tempatan) Malaysia 100 100 Nominee and custodian 
Sdn. Bhd.           services for Malaysia 
           clients

- HLIB Nominees (Asing) Malaysia 100 100 Nominee and custodian 
Sdn. Bhd.           services for foreign 
           clients

- SSSB Jaya (1987) Sdn Bhd Malaysia 100 100 In creditors’ voluntary 
           liquidation

HLG Capital Markets Sdn Bhd Malaysia 100 100 Investment holding

HLG Securities Sdn Bhd Malaysia 100 100 In members’ voluntary 
           liquidation

HLCB Assets Sdn Bhd Malaysia 100 100 Investment holding

Hong Leong Asset Management Bhd Malaysia 100 100 Unit trust management, 
           fund management 
           and sale of unit trusts

Unincorporated trust for ESOS Malaysia – – Special purpose vehicle 
           for ESOS purpose

Hong Leong Dana Al-Izdihar Malaysia – 100 Unit trust funds
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12 investMent in suBsiDiary coMpanies (continueD)

 Details of the subsidiary companies are as follows (continued):

 significant judgments and assumptions used to determine the scope of the consolidation 

 Determining whether the Group has control of an entity is generally straightforward based on ownership of the majority of 
the voting capital. However, in certain instances this determination will involve significant judgment, particularly in the case 
of structured entities where voting rights are often not the determining factor in decisions over the relevant activities. This 
judgment may involve assessing the purpose and design of the entity. It will also often be necessary to consider whether the 
group, or another involved party with power over the relevant activities, is acting as a principal in its own right or as an agent 
on behalf of others.

 There is also often considerable judgment involved in the ongoing assessment of control over structured entities. In this regard, 
where market conditions have deteriorated such that the other investors’ exposures to the structure’s variable returns have been 
substantively eliminated, the Group may conclude that the Group which acts as managers of the structured entity are acting as 
its principal and therefore will consolidate the structured entity.

 An interest in equity voting rights exceeding 50% would typically indicate that the Group has control of an entity. However 
certain entities are excluded from consolidation because the Group does not have exposure to their variable returns. 

 significant restrictions

 capital requirements

 The Group’s banking subsidiary, Hong Leong Investment Bank Berhad (“HLIB”) is required to maintain minimum capital 
adequacy ratios in accordance with BNM Capital Adequacy Framework guidelines. The minimum capital adequacy requirement 
for common equity Tier 1 (CET 1) capital ratio and Tier 1 capital ratio are 4.5% and 6.0% respectively. The minimum regulatory 
capital adequacy requirement remains at 8.0% for capital ratio. Please refer to Note 39.

 liquidity requirements

 HLIB is required to maintain liquidity pools to meet BNM’s Liquidity Framework requirement.

 statutory requirements

 HLIB is required to maintain non-interest bearing statutory deposits with BNM in compliance with Section 26(2)(c) of the Central 
Bank of Malaysia Act, 2009. The amount is determined at set percentages of total eligible liabilities.

13 structureD entities

 A structured entity (“SE”) is an entity in which voting or similar rights are not the dominant factor in deciding control. SEs are 
generally created to achieve a narrow and well defined objective with restrictions around their on going activities. Depending on 
the Group’s power over the activities of the entity and its exposure to and ability to influence its own returns, it may consolidate 
the entity. In other cases it may sponsor or have exposure to such an entity but not consolidate it.

 unconsolidated structured entities in which the Group has an interest

 An interest in a SE is any form of contractual or non-contractual involvement which creates variability in returns arising from the 
performance of the entity for the Group. Such interests include holdings of debt securities, lending and derivatives.

 The Group’s banking subsidiary, HLIB has been involved in the setting up of the SEs to facilitate the sell down of the debt 
securities originated and arranged by HLIB. HLIB has power over the relevant activities but no significant exposure to these SEs.
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

13 structureD entities (continueD)

 unconsolidated structured entities in which the Group has an interest (continued)

 The carrying amounts of assets and liabilities recognised in the Group’s statement of financial position relating to the interests 
in unconsolidated SEs is summarised as below:

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Assets
Derivative financial assets 19 635

Liabilities
Other liabilities 60 423
Derivative financial liabilities 1,198 1,644

The Group’s income and expenses in relation to unconsolidated SEs recognised is summarised as below:

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Non-interest income
- Unrealised (loss)/gain on revaluation of derivative financial assets and derivative  

financial liabilities - call options (616) (636)
                             - interest rate swaps 458 1,386

Interest expense
- Interest rate swaps 558 1,475

 The principal amount of the derivative financial instruments relating to unconsolidated SEs is summarised as below:

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Commitments and contingencies
Interest rate related contracts:
- Interest rate swaps 35,000 35,000
Equity related contracts:
- Call options 7,000 7,000

 The Group’s maximum exposure to loss is the total of its on-balance sheet positions. Exposure to loss is mitigated through 
collateral held. 
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

14 property anD equipMent

  leasehold       
  land  office and furniture    
 freehold more than leasehold computer and  Motor  
the Group land 50 years building equipment fittings renovations vehicles total 
30.06.2018 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000

cost
At 1 July 2017 350 783 871 20,851 2,762 12,827 633 39,077
Additions – – – 1,127 729 10,478 168 12,502
Write-off – – – (15) (16) (823) - (854)

At 30 June 2018 350 783 871 21,963 3,475 22,482 801 50,725

accumulated 
depreciation

At 1 July 2017 – 42 143 19,452 2,625 10,445 633 33,340
Charge for the 

financial year – 8 16 826 89 1,179 17 2,135
Write-off – – – (15) (16) (461) - (492)

At 30 June 2018 – 50 159 20,263 2,698 11,163 650 34,983

net book value
At 30 June 2018 350 733 712 1,700 777 11,319 151 15,742

  leasehold       
  land  office and furniture    
 freehold more than leasehold computer and  Motor  
the Group land 50 years building equipment fittings renovations vehicles total 
30.06.2017 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000 rM’000

cost
At 1 July 2016 350 783 871 20,844 2,800 12,001 637 38,286
Additions – – – 138 – 810 – 948
Disposals – – – (86) (9) (2) (4) (101)
Write-off – – – (45) (34) (44) – (123)
Adjustments – – – – 5 62 – 67

At 30 June 2017 350 783 871 20,851 2,762 12,827 633 39,077

accumulated 
depreciation

At 1 July 2016 – 34 127 18,593 2,523 9,592 622 31,491
Charge for the 

financial year – 8 16 922 135 858 14 1,953
Disposals – – – (19) (9) (2) (3) (33)
Write-off – – – (44) (28) (43) – (115)
Adjustments – – – – 4 40 – 44

At 30 June 2017 – 42 143 19,452 2,625 10,445 633 33,340

net book value
At 30 June 2017 350 741 728 1,399 137 2,382 – 5,737
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15 other intanGiBle assets

 the Group
computer software 30.06.2018 30.06.2017 
 rM’000 rM’000

cost
At 1 July 21,589 19,049
Additions 1,241 2,544
Write-off – (4)

At 30 June 22,830 21,589

amortisation
At 1 July (16,334) (13,609)
Charge for the financial year (2,800) (2,729)
Write-off – 4

At 30 June (19,134) (16,334)

net Book value
At 30 June 3,696 5,255

16 GooDwill

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

cost

At 1 July/30 June 33,059 33,059

allocation of goodwill to cash-generating units

Goodwill has been allocated to the following cash-generating units (“CGUs”):

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

cGus

Investment banking and stockbroking 28,986 28,986
Unit trust management 4,073 4,073

  33,059 33,059
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notes to the financial stateMents
for the financial year enDeD 30 June 2018

16 GooDwill (continueD)

impairment test on goodwill

 The recoverable amount of CGUs have been determined based on value in use calculation. These calculations use pre-tax cash 
flows projections based on financial budgets approved by Directors covering a three-year period. Cash flows beyond the three-
year period are extrapolated using the estimated growth rates of 4.7% (30.06.2017: 3.8%), based on historical Gross Domestic 
Product (“GDP”) growth rate of Malaysia on perpetual basis and discounted using pre-tax discount rates which reflect the 
specific risks relating to CGU.

 The cash flows projections are derived based on a number of key factors including the past performance and management’s 
expectations of the market development. The following are the discount rates used in determining the recoverable amount of 
each CGUs:

 the Group
 30.06.2018 30.06.2017 
 % %

CGUs
Investment banking and stockbroking 8.9 8.3
Unit trust management 8.9 8.3

 The discount rates used are pre-tax and reflect specific risks relating to the relevant CGUs.

 For the current financial year, impairment was not required for goodwill arising from investment banking and stockbroking, and 
unit trust management. Management believes that any reasonable possible change to the assumptions applied is not likely to 
cause the recoverable amount to be lower than carrying amount.

17 Deposits froM custoMers

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Fixed deposits 1,082,656 648,867

(i) Maturity structure of fixed deposits is as follows:

 Due within:
- six months 1,081,537 642,665
- six months to one year 1,119 6,202

 1,082,656 648,867

(ii) The deposits are sourced from the following customers:
Government and statutory bodies 841,509 456,337
Business enterprises 215,116 171,984
Individual 26,031 20,546

 1,082,656 648,867
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18 Deposits anD placeMents of Banks anD other financial institutions

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Licensed banks 50,084 778,053
Licensed investment banks 159,570 50,004
Other financial institutions 1,849,306 1,419,676

  2,058,960 2,247,733

19 oBliGations on securities solD unDer repurchase aGreeMents

 Obligations on securities sold under repurchased agreements are securities which the Group has sold from its investment 
portfolio, with a commitment to repurchase at future dates. Such financing and the obligation to repurchase the securities is 
reflected as a liability on the statements of financial position.

 The financial assets sold under repurchase agreements are as follows:

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Financial investments held-to-maturity 103,109 155,077

20 other liaBilities

 the Group the company
  30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 note rM’000 rM’000 rM’000 rM’000

Amount due to holding company (a) 38 – – –
Amount due to other related companies (a) 29 118 – –
Remisiers’ trust deposits  13,799 13,786 – –
Treasury related payables  30,449 – – –
Other payables and accrued liabilities  54,581 88,430 16,574 613
Post employment benefits obligation:
- defined contribution plan  207 202 – –

  99,103 102,536 16,574 613

(a) The amount due to other related companies is unsecured, interest free and repayable on demand.
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21 Derivative financial assets/(liaBilities)

 The table below shows the Group’s derivative financial instruments as at the reporting date. The contractual or underlying 
principal amounts of these derivative financial instruments and their corresponding gross positive (derivative assets) and gross 
negative (derivative liabilities) fair values at the reporting date are analysed below.

 contract  
 or 
 underlying year-end year-end 
 principal positive negative 
the Group amount fair value fair value
30.06.2018 rM’000 rM’000 rM’000

Interest rate related contracts:
- interest rate swaps 4,915,000 7,665 (12,910)
- futures 272,531 368 (6)
- cross currency swaps 80,750 5,031 -

Foreign exchange related contracts:
- foreign currency swaps 2,848,060 15,958 (31,506)
- foreign currency forwards 57,563 308 (6)
- foreign currency spots 4,070 2 –

Equity related contracts:
- call options 7,000 19 –

 8,184,974 29,351 (44,428)

30.06.2017 

Interest rate related contracts:
- interest rate swaps 5,015,000 12,806 (23,881)
- futures 322,498 337 –
- cross currency swaps 171,770 83 (16,724)

Foreign exchange related contracts:
- foreign currency swaps 1,520,828 5,883 (7,345)
- foreign currency forwards 73,399 171 (6)
- foreign currency spots 17,735 1 (3)

Equity related contracts:
- call options 7,000 635 –

 7,128,230 19,916 (47,959)
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22 suBorDinateD oBliGations

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

RM50.0 million Tier 2 subordinated notes, at par 50,000 50,000
Add: Interest payable 399 392

  50,399 50,392
Less: Unamortised discounts (109) (130)

  50,290 50,262

 On 6 November 2014, Hong Leong Investment Bank Berhad (“HLIB”) had completed the first issuance of RM50.0 million nominal 
value of Tier 2 Subordinated Notes (“Sub-Notes”) out of its RM1.0 billion Multi-Currency Sub-Notes Programme. The RM50.0 
million Sub-Notes will mature in 2024 and is callable on any coupon payment date falling on or after the 5th anniversary of the 
issue date. The Sub-Notes which bears interest rate of 5.30% per annum is payable semi-annually in arrears. The exercise of the 
call option on the Sub-Notes shall be subject to the approval of BNM.

 The Sub-Notes constitute unsecured liabilities of HLIB, and is subordinated in right of payment to the deposit liabilities and 
all other liabilities of HLIB in accordance with the terms and conditions of the issue, except to those liabilities, which by their 
terms, rank equally in right of payment with or are subordinated to the Sub-Notes. The Sub-Notes qualify as Tier 2 capital for 
the purpose of determining the capital adequacy ratio of HLIB.

23 share capital

 the Group and the company
 30.06.2018 30.06.2017

 number of  number of  
 ordinary  ordinary 
 shares rM’000 shares rM’000

ordinary share issued and fully paid:
At 1 July/30 June - Ordinary shares 246,896 246,896 246,896 246,896

* The new Companies Act 2016 (“New Act”), which came into operation on 31 January 2017, abolished the concept of 
authorised share capital and par value of share capital. 

24 reserves

 the Group the company
  30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 note rM’000 rM’000 rM’000 rM’000

Retained profits (i) 526,427 499,973 238,406 219,963
Regulatory reserve (ii) 2,071 2,504 – –
Fair value reserve (iii) (3,305) 1,422 31 (14)
General reserve (iv) – 543 – –

  525,193 504,442 238,437 219,949

(i) Retained profits

 The Company can distribute dividends out of its entire retained earnings under the single-tier system.

(ii) Regulatory reserve

 The banking subsidiary, HLIB is required to maintain in aggregate collective impairment allowances and regulatory reserve 
of no less than 1.2% of total outstanding loans and advances, net of individual impairment allowances. The transfer to 
regulatory reserve is by debiting the retained profits.
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24 reserves (continueD)

(iii) Fair value reserve

 Movement of the fair value reserve is as follows:

 the Group the company
  30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 note rM’000 rM’000 rM’000 rM’000

At 1 July  1,422 6,623 (14) (33)

Net (loss)/gain from change in fair value  (5,089) (641) 39 33
Reclassification to net profit on disposal and
         impairment  (1,152) (5,885) 6 (14)
Deferred taxation 11 1,514 1,325 – –

Net change in fair value reserve  (4,727) (5,201) 45 19

At 30 June  (3,305) 1,422 31 (14)

(iv) General reserve

 The general reserve is arising from HLG Securities Sdn Bhd and it was transferred to retained profits upon the liquidation of 
subsidiary on 6 October 2017.

25 treasury shares

 Treasury shares for ESOS scheme

 MFRS 132 - Financial Instruments: Presentation and Disclosure requires that if an entity reacquires its own equity instruments, 
those instruments shall be deducted from equity and are not recognised as a financial asset regardless of the reason for which 
they are reacquired.

 In accordance with MFRS 132 - Financial Instruments: Presentation and Disclosure, the shares purchased for the benefit of the 
ESOS holders are recorded as “Treasury Shares for ESOS Scheme” in the equity on the statements of financial position. As at 
reporting date, the number of shares held by the appointed trustee for the Group and the Company are as follows: 

 30.06.2018 30.06.2017
 number of  number of  
 trust  trust shares 
 shares held cost held cost 
 ’000 rM’000 ’000 rM’000

the Group

As at 1 July/30 June 5,613 6,031 5,613 6,031

the company

As at 1 July/30 June  5,508 5,918 5,508 5,918
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26 interest incoMe

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Loans and advances 14,920 19,026 – –
Money at call and deposit placements  

with financial institutions 4,162 2,675 29 337
Financial assets held-for-trading 37,123 40,852 – –
Financial investments available-for-sale 39,832 39,959 – –
Financial investments held-to-maturity 32,894 27,754 – –
Derivative financial instruments 8,131 8,032 – –
Others 16,601 11,356 – –

  153,663 149,654 29 337

27 interest expense

  the Group
   30.06.2018 30.06.2017 
   rM’000 rM’000

Deposits and placements of banks and other financial institutions   32,381 30,340
Deposits from customers   58,105 57,110
Derivative financial instruments   11,423 15,012
Subordinated obligations   2,671 2,680
Others   5,398 717

    109,978 105,859
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28 non-interest incoMe

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

fee income
Brokerage income 65,650 59,321 – –
Unit trust fee income 34,353 27,260 – –
Commissions from future contracts 855 620 – –
Fees on loans and advances 554 785 – –
Arranger fees 4,439 9,633 – –
Placement fees 2,243 12,451 – –
Corporate advisory fees 5,446 5,630 – –
Underwriting commissions - 1,795 – –
Other fee income 23,488 13,792 – –

  137,028 131,287 – –

net income from securities
Net realised gain/(loss) arising from sale/ 

early redemption of:
- Financial assets held-for-trading 6,935 6,022 – –
- Financial investments available-for-sale 1,212 5,927 – (86)
- Financial investments held-to-maturity – 189 – –
- Derivative financial instruments (49,935) 18,129 – –
Net unrealised (loss)/gain on revaluation of:
- Financial assets held-for-trading (6,849) (4,531) 195 –
- Derivative financial instruments 12,232 9,937 – –
Dividend income from:
- Financial assets held-for-trading 3,735 2,173 – –
- Financial investments available-for-sale 7,583 5,891 5,389 4,099
- Subsidiary companies – – 60,500 57,300

  (25,087) 43,737 66,084 61,313

other income
Gain on disposal of property and equipment – 121 – –
(Loss)/gain on liquidation of a subsidiary – (7) 20 –
Foreign exchange gain/(loss) 39,884 (17,284) – 11
Other non-operating income 247 366 134 207

  40,131 (16,804) 154 218

  152,072 158,220 66,238 61,531
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29 overheaD expenses

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Personnel costs 73,289 76,103 458 470
Establishment costs 18,640 18,424 86 87
Marketing expenses 3,191 3,348  32 36
Administration and general expenses 21,318 20,035 1,306 1,533

  116,438 117,910 1,882 2,126

(i) Personnel costs comprise the following:

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Salaries, allowances and bonuses 60,430 64,203 90 194
Other employees benefits 12,859 11,900 368 276

  73,289 76,103  458 470

(ii) Establishment costs comprise the following:

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Depreciation of property and equipment 2,135 1,953 – –
Amortisation of intangible assets - 

computer software 2,800 2,729 – –
Rental of premises 4,693 4,603 – –
Information technology expenses 6,097 6,390 17 21
Others 2,915 2,749 69 66

  18,640 18,424 86 87

(iii) Marketing expenses comprise the following:

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Advertisement and publicity 566 673 – –
Travelling and accomodation 445 479 – –
Others 2,180 2,196 32 36

  3,191 3,348 32 36
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29 overheaD expenses (continueD)

(iv) Administration and general expenses comprise the following:

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Communication expenses 1,591 1,476 8 11
Stationery and printing expenses 730 986 11 10
Management fees 4,141 4,013 498 388
Professional fees 4,353 4,654 46 360
Property and equipment written off 362 8 - -
Auditors’ remuneration:
- statutory audit fees 446 417 87 86
- regulatory related fees 84 50 11 11
- tax compliance fees 15 15 - -
- other fees 134 273 32 25
Others 9,462 8,143 613 642

  21,318 20,035 1,306 1,533

 Included in the overhead expenses of the Group and the Company are Directors’ remuneration amounting to RM475,000 
(2017: RM455,000) and RM397,000 (2017: RM360,000) respectively.

 There was no indemnity given or insurance effected for any auditor of the Group and the Company during the annual 
financial year and its comparative financial year.

30 allowance for iMpairMent losses on loans anD aDvances anD other losses

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

(Allowance for)/write-back of losses on loans and advances:
(a) Individual assessment allowance:
 - made during the financial year (9) (10)
(b) Collective assessment allowance:
 - (made)/written-back during the financial year (331) 574

  (340) 564
Write-back of/(allowance for) losses on clients’ and brokers’ balances:
(a) Individual assessment allowance:
 - made during the financial year (204) (245)
 - written-back during the financial year 270 110
(b) Collective assessment allowance:
 - made during the financial year – (11)

  66 (146)
Bad debts on clients’ and brokers’ balances
- written-off – (12)
- recovered – 513

  – 501
Allowance for losses on fee income receivables:
(a) Individual assessment allowance:
 - made during the financial year (816) (987)
 - written-back during the financial year 358 –

  (458) (987)

  (732) (68)
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31 Directors’ reMuneration

   the Group   the company
  Director fee allowances total Director fee allowances total
  rM’000 rM’000 rM’000 rM’000 rM’000 rM’000

30.06.2018 

Non-Executive Directors:
Mr Tan Kong Khoon  -  -   -   -   -   - 
YBhg Tan Sri Dato’ Seri Khalid Ahmad  

bin Sulaiman  197   15   212   124   10   134 
YBhg Dato’ Ahmad Fuaad 

bin Mohd Dahalan  118   10   128   118   10   128 
Ms Tai Siew Moi 

(Appointed on 18.9.2017)  89   7   96   89   7   96 
Ms Koid Swee Lian 

(Appointed on 19.9.2018)  -   -   -   -   -   - 
YBhg Tan Sri Quek Leng Chan 

(Resigned on 02.02.2018)  -   -   -   -   -   - 
YBhg Dato’ Mohamed Nazim 

bin Abdul Razak 
(Retired on 26.10.2017)  38   1   39   38   1   39 

  442   33   475   369   28   397 

Directors’ of subsidiaries  1,678   8   1,686   -   -   - 

Total director’s remuneration  2,120   41   2,161   369   28   397 

30.06.2017

Non-Executive Directors:
YBhg Tan Sri Dato’ Seri Khalid Ahmad 

bin Sulaiman    219   -   219   124   -   124 
YBhg Dato’ Ahmad Fuaad 

bin Mohd Dahalan  118   -   118   118   -   118 
YBhg Tan Sri Quek Leng Chan  -   -   -   -   -   - 
YBhg Dato’ Mohamed Nazim 

bin Abdul Razak   118   -   118   118   -   118 

   455   -   455   360   -   360 

Directors’ of subsidiaries  4,460   -   4,460   -   -   - 

Total director’s remuneration  4,915   -   4,915   360   -   360 

 The movements and details of the Directors in office and interests in shares and share options are reported in the Directors’ 
report.

 The Directors’ Remuneration in the current financial year represents remuneration for Directors’ of the Group, the Company and 
its subsidiaries to comply with the requirements of the Companies Act, 2016. The comparative figures have not been restated 
to include the Directors in the subsidiaries of the Company. The names of directors of subsidiaries and their remuneration details 
are set out in the respective subsidiary’s statutory accounts and the said information is deemed incorporated herein by such 
reference and made a part thereof.

 During the financial year, Directors and Officers of the Group are covered under the Directors’ & Officers’ Liability Insurance in 
respect of liabilities arising from acts committed in their respective capacity as, inter alia, Directors and Officers of the Group 
subject to the terms of the policy. The total amount of Directors’ & Officers’ Liability Insurance effected for the Directors & Officers 
of the Group was RM10 million. The total amount of premium paid for the Directors’ & Officers’ Liability Insurance by the Group 
was RM67,688 (2017: RM67,688) and the apportioned amount of the said premium paid by the Company was RM1,719.50 
(2017: RM1,700.50).
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32 taxation

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Malaysian income tax:
- current financial year’s charge 3,072 2,285 38 127
- under/(over) provision in prior financial years 56 (88) 40 -

  3,128 2,197 78 127

Deferred taxation (Note 11):
- relating to origination and reversal of temporary differences 4,137 2,755 – –

  4,137 2,755 – –

  7,265 4,952 78 127

 A reconciliation of income tax expense applicable to profit/(loss) before taxation at the statutory income tax rate to income tax 
expense at the effective income tax rate of the Group and the Company is as follows:

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Profit before taxation 78,587 84,037 64,385 59,742

Tax calculated at a rate of 24% (2017: 24%) 18,861 20,169 15,452 14,338
Tax effects of:
- Income not subject to tax (2,433) (2,382) (15,865) (14,718)
- Expenses not deductible for tax purposes 2,213 1,335 451 507
- Utilisation of unutilised tax losses previously not recognised (2) (489) – –
- Recognition of unutilised tax credit previouslynot recognised (11,835) (13,341) – –
- Origination of temporary differences 

previously not recognised 405 (252) – –
- Under/(over) provision in prior financial years 56 (88) 40 –

Tax expense for the financial year 7,265 4,952 78 127

 unrecognised deferred tax assets

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

tax losses
Unutilised tax losses for which the related tax credit has not been recognised 

in the financial statements 21,091 21,091

tax credit
Tax credit which has not been recognised in the financial statements 96,654 108,489

capital allowances
Unutilised capital allowances for which the related tax credit has not been recognised 

in the financial statements 391 391

 Deferred tax assets of certain subsidiaries have not been recognised in respect of these items as it is not probable that taxable 
profits will be available against which the unused tax losses, tax credit and capital allowances can be utilised. 

 The unused tax losses, tax credit and capital allowances do not expire under current tax legislation.
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33 earninGs per share

 The basic earnings per share has been calculated by dividing the net profit for the financial year of the Group by the number of 
ordinary shares in issue excluding the weighted average shares held by ESOS Trust during the financial year as follows:

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

(a) Basic earnings per share

 Net profit attributable to equity holders of the Company (RM’000) 71,322 79,085
Weighted average number of ordinary shares in issue (‘000) 241,283 241,283
Basic earnings per share (sen) 29.6 32.8

(b) Diluted earnings per share

 There is no diluted earnings per share as the Group has no category of dilutive potential ordinary shares outstanding as at 
30 June 2018 and 30 June 2017.

34 DiviDenDs

 Dividends declared and proposed as follows:-

 the Group
 30.06.2018 30.06.2017

 single-tier  single-tier  
 dividend amount of dividend amount of 
 per share dividend per share dividend 
 sen rM’000 sen rM’000

Ordinary shares 19.0 46,910 19.0 46,910

 At the forthcoming Annual General Meeting, the Directors of the Company recommend the payment of a final single-tier 
dividend of 19.0 sen per share on the Company’s issued and paid-up ordinary shares of RM246,896,668 comprising 246,896,668 
of ordinary shares amounting to RM46.9 million for the financial year ended 30 June 2018.

 Dividends recognised as distribution to ordinary equity holders of the Company:

 the Group
 30.06.2018 30.06.2017

 single-tier  single-tier  
 dividend amount of dividend amount of 
 per share dividend per share dividend 
 sen rM’000 sen rM’000

Ordinary shares 19.0 45,844 12.0 28,954

 the company
 30.06.2018 30.06.2017

 single-tier  single-tier  
 dividend amount of dividend amount of 
 per share dividend per share dividend 
 sen rM’000 sen rM’000

Ordinary shares 19.0 45,864 12.0 28,967

 In respect of the financial year ended 30 June 2018, dividend paid on the shares held in trust pursuant to the Company’s 
Executive Share Option Scheme (“ESOS”) which are classified as treasury shares held for ESOS scheme are not accounted for in 
the total equity. An amount of RM1,066,413 (Group) and RM1,046,463 (Company), being dividend paid for these shares was 
added back to the appropriation of retained profits.

notes to the financial stateMents
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35 coMMitMents anD continGencies

(a) investment banking subsidiary company related commitments and contingencies

 In the normal course of business, the investment banking subsidiary make various commitments and incur certain contingent 
liabilities with legal recourse to their customers. No material losses are anticipated as a result of these transactions. These 
commitments and contingencies are also not secured over the assets of the Group.

The commitments and contingencies are as follows:

 30.06.2018 30.06.2017 
 principal principal 
 amount amount 
 rM’000 rM’000

the Group

commitments and contingencies
Direct credit substitutes 1,000 1,000
Obligations under underwriting agreement – 130,000
Lending of banks’ securities or the posting of securities as collateral by banks, 

including instances where these arise out of repo-style transactions 4,914 10,352
Any commitment that are unconditionally cancelled at any 

time by the Group without prior notice
- maturity less than one year 662,442 661,322
Other commitments, such as formal standby facilities and credit lines
- maturity less than one year – 326

  668,356 803,000

Derivative financial instruments
Interest rate related contracts^:
- One year or less 1,472,531 1,778,383
- Over one year to five years 3,580,750 3,485,885
- Over five years 215,000 245,000
Foreign exchange related contracts^:
- One year or less 2,909,693 1,611,962
Equity related contracts^:
- Over one year to five years 7,000 7,000

  8,184,974 7,128,230

  8,853,330 7,931,230

^ These derivatives are revalued at gross position basis and the fair value have been reflected in Note 21 to the financial 
statements as derivative financial assets or derivatives financial liabilities.

(b) other commitments and contingencies - unsecured

Hong Leong Asset Management Bhd, a wholly owned subsidiary of the Company, is the Manager of Hong Leong Consumer 
Products Sector Fund (“Funds”). The Company provided a guarantee to Deutsche Trustees Malaysia Berhad, the trustee of 
the Funds, that if the funds falls below the minimum fund size of RM1,000,000, the Company would invest cash, equivalent 
to the shortfall, into the relevant fund.

The size of the funds was above the minimum of RM1,000,000 as at 30 June 2018.
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36 capital coMMitMents

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Property and equipment
- approved and contracted but not provided for 9,852 1,872

37 lease coMMitMents

 The Group has lease commitments in respect of rented premises and hired equipment, all of which are classified as operating 
leases. A summary of the future minimum lease payments, net of sublease, under non-cancellable operating lease commitment 
are as follows:

 the Group
 30.06.2018 30.06.2017 
 rM’000 rM’000

Less than one year 2,634 2,814
More than one year but less than five years 2,387 40

38 capital ManaGeMent

 The Group’s capital is in relation to its risk profile and strategic objectives set by the Board to meet shareholders’ requirements 
and expectations. The components of the total capital are disclosed in Note 23 and 24. The Group’s banking subsidiary’s Capital 
Management framework for maintaining appropriate capital levels has complied with the requirements of Bank Negara 
Malaysia’s Revised Risk Weighted Capital Adequacy Framework. The capital adequacy ratios of the banking subsidiary are 
disclosed in Note 39.
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39 capital aDequacy

 The Group’s banking subsidiary’s regulatory capital is governed by BNM Capital Adequacy Framework guidelines. With effect 
from 1 January 2016, the capital adequacy ratios of the banking subsidiary are computed in accordance with BNM’s Capital 
Adequacy Framework issued on 13 October 2015. The Framework sets out the approach for computing the regulatory capital 
adequacy ratios, as well as the levels of the ratios at which banking institutions are required to operate. The Framework is to 
strengthen capital adequacy standards, in line with the requirements set forth under Basel III. The minimum capital adequacy 
requirement for common equity Tier 1 (“CET 1”) capital ratio and Tier 1 capital ratio are 4.5% and 6.0% respectively. The 
minimum regulatory capital adequacy requirement remains at 8.0%. 

 The risk-weighted assets (“RWA”) of the banking subsidiary has adopted the Standardised Approach for Credit Risk and Market 
Risk, and the Basic Indicator Approach for Operational Risk computation.

The Group’s banking subsidiary is also required to maintain capital buffers. The capital buffers shall comprise the sum of the 
following:

(a) a Capital Conservation Buffer (“CCB”) of 2.5%; and

(b) a Countercyclical Capital Buffer (“CCyB”) determined as the weighted-average of the prevailing CCyB rates applied in the 
jurisdictions in which the Group’s banking subsidiary has credit exposures

The CCB requirements under transitional arrangements shall be phased-in starting from 1 January 2016 as follows:

 ccB

Calendar year 2016 0.625%
Calendar year 2017 1.25%
Calendar year 2018 1.875%
Calendar year 2019 onwards 2.5%

 (i) The capital adequacy ratios of the banking subsidiary are as follows:

 hliB
 30.06.2018 30.06.2017

 Before deducting proposed dividends:
Common equity tier 1 (“CET1”) capital ratio 33.073% 29.744%
Tier 1 capital ratio 33.073% 29.744%
Total capital ratio 37.619% 33.912%

 after deducting proposed dividends: (1)

CET1 capital ratio 29.115% 25.398%
Tier 1 capital ratio 29.115% 25.398%
Total capital ratio 33.661% 29.566%

 Note:
 (1) Proposed dividends of RM45,500,000 (2017: RM55,000,000).
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39 capital aDequacy (continueD)

(ii) The components of CET1, Tier 1 and total capital of the banking subsidiaries are as follows:

 hliB
 30.06.2018 30.06.2017 
 rM’000 rM’000

 cet1 capital  
Paid-up ordinary share capital 252,950 252,950
Retained profits 250,085 246,910
Other reserves (3,355) 1,440
Less: goodwill and intangibles (31,672) (33,796)
Less: deferred tax assets (87,582) (90,153)
Less: investment in subsidiary companies (200) (160)
Less: 55% of cumulative gains of financial instruments available-for-sale – (792)

Total CET1 capital 380,226 376,399

tier 1 capital 380,226 376,399

tier 2 capital
Collective assessment allowance (2) and regulatory reserve (3) 2,266 2,783
Subordinated obligations 50,000 50,000
Regulatory adjustments:
- Investment in subsidiary companies – (40)

Total Tier 2 capital 52,266 52,743

Total capital 432,492 429,142

 Note:
 (2) Excludes collective assessment allowance attributable to loans and advances classified as impaired.

  (3) Includes the qualifying regulatory reserve for non-impaired loans and advances of RM2,071,000 (2017: RM2,504,000).

(iii) Breakdown of risk-weighted assets of the banking subsidiary company in the various risk weights:

 hliB
 30.06.2018 30.06.2017 
 rM’000 rM’000

 Credit risk 407,598 461,963
Market risk 457,231 517,433
Operational risk 284,840 286,064

 1,149,669 1,265,460
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40  siGnificant relateD party transactions

(a)  related parties and relationships

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

 related parties  relationship

 Hong Leong Company (Malaysia) Berhad (“HLCM”) Ultimate holding company

 Hong Leong Financial Group Berhad (“HLFG”) Immediate holding company

 Subsidiary companies of the Company as  Subsidiaries 
 disclosed in Note 12

 Subsidiary companies of HLCM  Subsidiaries of ultimate holding company

 Subsidiary companies of HLFG  Subsidiaries of immediate holding company

 Key management personnel The key management personnel of the Group and the 
   Company consists of: 
   - All Directors of the Company and its holding company 
   - Key management personnel of the Company who  
    have the authority and responsibility for planning, 
    directing and controlling the activities of the Company 
    either directly or indirectly

 Related parties of key management personnel (i) Close family members and dependents of key 
 (deemed as related to the Company)  management personnel 

   (ii) Entities that are controlled, jointly controlled or for 
   which significant voting power in such entity resides  
   with, directly or indirectly by key management  
   personnel or its close family members

(b)  related parties transactions

 Transactions with related parties are as follows:

    other key 
   parent related management 
the Group   company companies personnel 
30.06.2018   rM’000 rM’000 rM’000

income  
Interest income    – 17,183 –
Brokerage income    – 20,506  179
Arranger fee    640  620 –
Placement fee    850 – –
Other fee income    105  1,634  –
Gain on securities and derivatives   – 737 –

   1,595  40,680  179

expenses  
Interest expense    – 15,644  489
Rental    – 2,876 –
Management fees    4,130  – –
Others   –  4,052 –

   4,130  22,572  489

notes to the financial stateMents
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40  siGnificant relateD party transactions (continueD)

(b)  related parties transactions (continued)

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

    other key 
   parent related management 
the Group   company companies personnel 
30.06.2018   rM’000 rM’000 rM’000

amounts due from:  
Cash and short-term funds    – 3,093 –
Financial assets held-for-trading   –  235,850 –
Financial investment available for sale   –  142,702 –
Derivative financial assets    – 778  –
Clients’ and brokers’ balances   –  23,180 –
Other assets    73  1,435 –

   73  407,038 –

amounts due to:  
Deposits from customers    – 1,413  16,648
Deposits and placements of banks and other financial institutions   –  326,552 –
Derivative financial liabilities    – 1,733 –
Other liabilities    52 89  360

   52  329,788 17,008

commitments and contingencies:  
Derivative financial instruments    –  42,000 – 

    other key 
  parent  related management 
the company  company subsidiaries companies personnel 
30.06.2018  rM’000 rM’000 rM’000 rM’000

income  
Interest income  – –  29 –
Dividends   –  65,889 –  –
Guarantee fee   –  2 – –
Others  – 132  – –

  – 66,023  29 –

expenses  
Management fees   498 – –  –
Others  – –  49 –

  498  – 49 –

amounts due from:  
Cash and short-term funds   – – 39 –
Financial investments available for sale   –  –  142,410 –
Other assets   –  150  – –

  – 150  142,449 –

amounts due to:  
Other liabilities   – – –  360

  – – –  360
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40  siGnificant relateD party transactions (continueD)

(b)  related parties transactions (continued)

 Transactions with related parties are as follows:

    other key 
   parent related management 
the Group   company companies personnel 
30.06.2017   rM’000 rM’000 rM’000

income  
Interest income   –  17,911  –
Brokerage income    –  4,814  125
Arranger fee    – 80 –
Other fee income    45  8,414 –
Loss on securities and derivatives    –  (2,737) –

   45  28,482  125

expenses  
Interest expense    – 31,220  493
Rental    –  2,615 –
Management fees    4,013  –  –
Others    –  14,619  –

   4,013  48,454  493

amounts due from:  
Cash and short-term funds    –   10,300  – 
Financial assets held-for-trading   –   13,593 – 
Financial investments available-for-sale   –  201,063  – 
Derivative financial assets    –  2,175 – 
Clients’ and brokers’ balances    –   1,724  – 
Other assets    232  783  –

   232  229,638   –

amounts due to:  
Deposits from customers    –  3,225  11,124
Deposits and placements of banks and other financial institutions   – 434,238 –
Derivative financial liabilities    – 2,562  –
Clients’ and brokers’ balances   –  20,149  –
Other liabilities    87  454  360

   87  460,628  11,484

commitments and contingencies  
Derivative financial instruments    –  42,000 – 
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40  siGnificant relateD party transactions (continueD)

(b)  related parties transactions (continued)

 Transactions with related parties are as follows: (continued)

    other key 
  parent  related management 
the company  company subsidiaries companies personnel 
30.06.2017  rM’000 rM’000 rM’000 rM’000

income  
Interest income   – –  337 –
Dividends   –  61,339 – –
Guarantee fee  –  2  – –
Others   – 205  –  –

  – 61,606  337  –

expenses  
Management fee   388  –  – –
Others   – –  54 –

  388 –  54 –

amounts due from:  
Cash and short-term funds  – –  487 –
Financial investment available-for-sale  – –  140,168 –
Other assets   – 572 – –

  – 572  140,655 –

amounts due to:  
Other liabilities   – – –  360

  – – –  360

(c)  key management personnel

 Key management compensation

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Salaries, allowances and other short-term 
employee benefits  10,079  9,277  141  111

 Fees  442  455  369  360

  10,521  9,732 510  471

 Included in the above is the Directors’ remuneration which is disclosed in Note 31.
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41  seGMental inforMation

 Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating  
decision-maker. The chief operating decision-maker is the person or group that allocates resources to and assesses the 
performance of the operating segments of an entity. The Group has determined its Group Chief Operating Officer as its chief 
operating decision-maker.

 No analysis by geographical segments is presented as the Group’s operations are substantially carried out in Malaysia.

 Inter-segment pricing is determined based on negotiated terms. These transactions are eliminated on consolidation.

 Segment results, assets and liabilities include items directly attributable to the segment as well as those that can be allocated 
on a reasonable basis.

 Segment capital expenditure is the total costs incurred during the period to acquire segment assets that are expected to be used 
for more than one period.

 Business segments

 The Group comprises the following main business segments:

 Investment banking and stockbroking  - Investment banking, stockbroking business, future broking and related 
  financial services

 Fund management and unit trust  - Unit trust management, fund management and sale of management unit 
  trusts

 Investment holding and others  - Investment holdings and others
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41  seGMental inforMation (continueD)

 Business segments (continued)

 investment fund 
 banking management investment 
 and and unit holding  
 investment trust and  
the Group stockbroking  management others eliminations consolidated 
30.06.2018 rM’000  rM’000  rM’000  rM’000  rM’000

revenue
External revenue  154,262  34,914  6,581 –  195,757
Inter-segment revenue  42  (2)  60,522  (60,562)  –

Total revenue (1)  154,304  34,912  67,103  (60,562)  195,757

Overhead expenses  (91,745)  (22,546)  (2,147)  – (116,438)
Net allowance for impairment losses 

on loans and advances and other losses  (732)  – –  –  (732)

results
Segment results from operations  61,827  12,366  64,956  (60,562)  78,587
Tax expense for the financial year      (7,265)

net profit for the financial year      71,322

assets
Segment assets  4,202,556  86,961  576,011  (313,450)  4,552,078

liabilities
Segment liabilities  3,700,805  69,212  16,604  (601)  3,786,020

other informations 
Capital expenditure  10,264  3,479 – –  13,743
Depreciation of property and equipment  1,693  442 – – 2,135
Amortisation of intangible assets 

- computer software  2,665  135 – –  2,800
Allowance for losses on loans  

and advances  340 – – –  340
Write-back of allowance for losses on 

clients’ and brokers’ balances  66  – – –  66
Allowance for losses on fee income 

receivables  458 – – –  458

 note:
  (1) Total segment revenue comprises of net interest income and non-interest income.
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41  seGMental inforMation (continueD)

 Business segments (continued)

 investment fund 
 banking management investment 
 and and unit holding  
 investment trust and  
the Group stockbroking  management others eliminations consolidated 
30.06.2017 rM’000  rM’000  rM’000  rM’000  rM’000

revenue
External revenue  163,732  27,780  10,503  –  202,015
Inter-segment revenue  (48)  (2)  57,318  (57,268) –

Total revenue (1)  163,684  27,778  67,821  (57,268)  202,015

Overhead expenses  (95,635)  (19,699)  (2,576)  –  (117,910)
Net allowance for impairment losses 

on loans and advances and other losses  (68) – –  – (68)

results
Segment results from operations 67,981  8,079  65,245  (57,268)  84,037
Tax expense for the financial year      (4,952)

net profit for the financial year      79,085

assets
Segment assets  3,963,908  75,052  544,856  (316,830)  4,266,986

liabilities
Segment liabilities  3,460,104  58,075  1,024  (524)  3,518,679

other informations 
Capital expenditure  2,927  565 – –  3,492
Depreciation of property and equipment  1,604  349 – – 1,953
Amortisation of intangible assets 

- computer software  2,657  72  – –  2,729
Write-back of allowance for losses on 

loans and advances  564  – – –  564
Allowance for losses on clients’ and brokers’  

balances  146  – – –  146
Bad debts on clients’ and brokers’ balances 

recovered  501  – – –  501
Allowance for losses on fee income receivables  987  – – –  987

 note:
  (1) Total segment revenue comprises of net interest income and non-interest income.
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42  financial instruMents

(a) risk management objectives and policies

 Risk management is one of the core activities of the Group to strike a balance between sound practices and risk-return. An 
effective risk management is therefore vital to ensure that the Group conducts its business in a prudent manner to ensure 
that the risk of potential losses is reduced.

 credit risk

 Credit risk, or the risk of counterparties defaulting, is controlled by the application of credit approvals, credit limits and 
monitoring procedures. Credit risk includes settlement risk, default risk and concentration risk. Exposure to credit risk arises 
mainly from financing, underwriting, securities and derivative exposures of the Group.

 The Group has set out Board approved policies and guidelines for the management of credit risk. To oversee all credit 
related matters of the Group, the Management Credit and Underwriting Committee (“MCUC”) was setup in 2011 in 
addition to an independent Credit Department.

 The Board has delegated appropriate Delegation of Authority to the MCUC and senior management for the approval 
of credit facilities. Credit limit setting for Treasury activities are endorsed by the MCUC and approved by the Board at 
least annually. Adherence to established credit policies, guidelines and limits is monitored daily by the Credit Control 
Department, Credit Department and the Risk Management Department.

 Market risk

 Market risk is the risk of loss arising from adverse fluctuation in market prices, such as interest rates, equity prices and 
foreign currency. The Group monitors all such exposures arising from trading activities of the treasury and stockbroking 
business activities on a daily basis and management is alerted on the financial impact of these risks. To mitigate market 
risk, the Group also uses derivative financial instruments.

 The Group has in place a set of policies, guidelines, measurement methodologies and control limits which includes Value-at-
Risk (“VaR”), Present-Value-Basis-Point (“PVBP”), Management Action Trigger (“MAT”), notional limits and concentration 
limits to mitigate market risk.

 Stress testing is also employed to capture the potential market risk exposures from unexpected market movements. 
Concerns and significant findings are communicated to the senior management at the Assets and Liabilities Management 
Committee (“ALMCO”) and to the Board.

 liquidity risk

 Liquidity risk is the risk of financial loss arising from the inability to fund increases in assets and/or meet obligations as 
they fall due. Financial obligations arises from the withdrawal of deposits, funding of loans committed and repayment 
of borrowed funds. It is the Group’s policy to ensure that there is adequate liquidity across all business units to sustain 
ongoing operations, as well as sufficient liquidity to fund asset growth and strategic opportunities.
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42  financial instruMents (continueD)

(b)  Market risk

 Market risk sensitivity assessment is based on the changes in key variables, such as interest rates and foreign currency 
rates, while all other variables remain constant. The sensitivity factors used are assumptions based on parallel shifts in the 
key variables to project the impact on the assets and liabilities position of the Group as at reporting date.

 The scenarios used are simplified whereby it is assumed that all key variables for all maturities move at the same time 
and by the same magnitude and do not incorporate actions that would be otherwise taken by the business unit and risk 
management to mitigate the effect of this movement in key variables. In reality, the Group and the Company proactively 
seek to ensure that the interest rate risk profile is managed to minimise losses and optimise net revenues.

(i) interest rate sensitivity analysis

 The following table shows the sensitivity of the Group’s profit after tax and its equity to an immediate up and down 
+/-100 basis points (“bps”) parallel shift in the interest rate.

  the Group
    impact on impact 
    profit after tax on equity 
30.06.2018    rM’000 rM’000

+100 bps     14,320  (31,227)

-100 bps     (14,320)  31,227

30.06.2017    

+100 bps     18,855  (25,652)

-100 bps     (18,855)  25,652

(ii)  foreign currency sensitivity analysis

 The foreign currency sensitivity represents the affect of the appreciation or depreciation of the foreign currency rates 
against Ringgit Malaysia on the consolidated currency position, while other variables remain constant.

 Impact of profit after tax by currency

 30.06.2018 30.06.2017
 +1% -1% +1% -1% 
the Group rM’000 rM’000 rM’000 rM’000

 USD  (16)  16  (21)  21
 SGD  4  (4)  2  (2)
 Others  8  (8)  (2)  2

(iii)  equity prices sensitivity analysis

 The Group’s exposure to equity securites price risk arises from investments held by the Group and classified in the 
statements of financial position as financial assets held-for-trading and financial investments available-for-sale. The 
Company does not has significant exposure to equity price risks.
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42  financial instruMents (continueD)

(c) liquidity risk (continued)

 The following table presents the contractual expiry by maturity of the Group’s commitments and contingencies:

     less than over 
the Group    1 year 1 year  total 
30.06.2018    rM’000  rM’000  rM’000

Direct credit substitutes     1,000 –  1,000
Lending of banks’ securities or the posting of securities as collateral 

by banks, including instances where these arise out of repo-style  
transactions     4,914 – 4,914

Any commitment that are unconditionally cancelled at anytime by  
the Group without prior notice     662,442  – 662,442

      668,356  – 668,356

30.06.2017    

Direct credit substitutes     1,000  – 1,000
Obligations under underwriting agreement     130,000  – 130,000
Lending of banks’ securities or the posting of securities as collateral  

by banks, including instances where these arise out of repo-style  
transactions     10,352 –  10,352

Other commitments, such as formal standby facilities and credit lines   326  – 326
Any commitment that are unconditionally cancelled at anytime by 

the Group without prior notice     661,322 – 661,322

      803,000  –  803,000
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42  financial instruMents (continueD) 

(d) credit risk

(i) Maximum exposure to credit risk

 The maximum exposure to credit risk at the statement of financial position is the amounts on the statement of 
financial position as well as off-balance sheet financial instruments, without taking into account of any collateral 
held or other credit enhancements. For contingent liabilities, the maximum exposure to credit risk is the maximum 
amount that the Group and the Company would have to pay if the obligations of the instruments issued are called 
upon. For credit commitments, the maximum exposure to credit risk is the full amount of the undrawn credit facilities 
granted to customers. The table below shows the maximum exposure to credit risk for the Group and the Company:

 the Group the company
 30.06.2018 30.06.2017 30.06.2018 30.06.2017 
 rM’000 rM’000 rM’000 rM’000

Credit risk exposure relating to on-balance  
sheet assets:

Short-term funds (exclude cash in hand)  127,633  267,448  44  490
Clients’ and brokers’ balances 316,234  270,967  – –
Securities purchased under resale agreements  35,126  35,123 – –
Deposits and placements with banks and other  

financial institutions  40,645 – – –
Financial assets and investments portfolios 

(exclude shares and unit trust investment)  
- financial assets held-for-trading  1,217,732  1,061,100 – – 
- financial investments available-for-sale  1,215,676  972,670  – – 
- financial investments held-to-maturity  847,659  909,215 – –

Loans and advances 227,757  236,592 – –
Other assets  49,051  53,354  16,139  576
Derivative financial assets  29,351  19,916 – –

  4,106,864  3,826,385  16,183  1,066

Credit risk exposure relating to off-balance 
sheet items:

Commitments and contingencies  668,356  803,000  – –

Total maximum credit risk exposure  4,775,220  4,629,385  16,183  1,066

(ii)  collaterals

 The main type of collaterals obtained by the Group are as follows:

(a) Fixed deposits, Mudharabah General Investment Account, negotiable instrument of deposits, foreign currency 
deposits and cash deposits/margins

(b) Land and buildings

(c)  Aircrafts, vessels and automobiles

(d)  Quoted shares, unit trust, Malaysian Governments Bonds and securities and private debt securities

(e)  Other tangible business assets, such as inventory and equipment
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42  financial instruMents (continueD) 

(d) credit risk (continued)

(ii) collaterals (continued)

 The Group also accept non-tangible securities such as support, guarantees from individuals, corporates and 
institutions, bank guarantees, debentures, assignment of contract payments, which are subject to internal guidelines 
on eligibility.

 The financial effect of collateral (quantification of the extent to which collateral and other credit enhancements 
mitigate credit risk) held for loans and advances as at 30 June 2018 for the Group is 99.3% (30 June 2017: 100.0%). 
The financial effect of collateral held for the other financial assets is not significant.

(iii) credit quality

(a) Loans and advances

 All loans and advances are categorised as either: 
- neither past due nor impaired; 
- past due but not impaired; or 
- impaired

 Past due loans and advances refers to loans that are overdue by one day or more. Impaired loans and advances 
are loans and advances with months-in-arrears more than 90 days or with impaired allowances.

 Loans and advances are summarised as follows:

   30.06.2018 30.06.2017 
the Group   rM’000 rM’000

Neither past due nor impaired    221,663  225,466
Past due but not impaired   – –
Individually impaired    6,884  11,576

Gross loans and advances    228,547  237,042
Less : Allowance for impaired loans, advances and financing: 

- individual assessment allowance    (119)  (110) 
- collective assessment allowance    (671)  (340)

Total net loans and advances    227,757  236,592

(i) Loans and advances neither past due nor impaired

 Analysis of loans, advances and financing that are neither past due nor impaired analysed based on the 
Group’s internal credit grading system is as follows:

   30.06.2018 30.06.2017 
the Group   rM’000 rM’000

Grading classification:
- Good    13,481  14,695
- Satisfactory    – –
- Un-graded    208,182  210,771

    221,663  225,466
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42  financial instruMents (continueD) 

(d) credit risk (continued)

(iii) credit quality (continued)

(a) Loans and advances (continued)

(i) Loans and advances neither past due nor impaired (continued)

 The definition of the grading classification of loans and advances can be summarised as follow:

 Good:
 Refers to internal credit grading from ‘Favourable’ to ‘Prime Quality’, indicating strong ability to repay 

principal and interest.

 Satisfactory:
 Refers to internal credit grading of ‘Satisfactory’, indicating adequate ability and no difficulty to repay 

principal and interest.

 Loans and advances classified as un-graded mainly comprise of share margin financing and staff loans.

(ii) Loans and advances past due but not impaired

 A financial asset is defined as “past due” when the counterparty has failed to make a principal or interest 
payment when contractually due.

 Late processing and other administrative delays on the side of the borrower can lead to a financial asset 
being past due but not impaired. Therefore, loans and advances less than 90 days past due are not usually 
considered impaired, unless other information is available to indicate the contrary.

 There were no loans and advances past due but not impaired for the Group.

(iii) Loans and advances that are individually determined to be impaired as at reporting date are as follows:

   30.06.2018 30.06.2017 
the Group   rM’000 rM’000

Gross amount of individually impaired loans    6,884  11,576
Less: Individual assessment allowance    (119)  (110)

Total net amount of individually impaired loans    6,765  11,466

(b) Other financial assets

The credit quality of financial assets other than loans and advances are determined based on the ratings 
of counterparties as defined by Moody’s or equivalent ratings of other international rating agencies as 
defined belows:

 - AAA to AA3 
- A1 to A3 
- Baa1 to Baa3 
- P1 to P3
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42  financial instruMents (continueD) 

(d) credit risk (continued)

(iii) credit quality (continued)

(b) Other financial assets (continued)

Short-term funds and deposits and placements with banks and other financial institutions, securities purchased 
under resale agreements, financial assets and investments portfolios, clients’ and brokers’ balances, other 
assets and derivative financial assets are summarised as follows:-(continued)

 short-term 
 funds and 
 deposits  other assets 
the company rM’000 rM’000

30.06.2018
Neither past due nor impaired  44  16,139
Individually impaired – –
Less: Impairment losses  – –

 44  16,139

30.06.2017
Neither past due nor impaired  490  576
Individually impaired – –
Less: Impairment losses  – –

 490  576
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42  financial instruMents (continueD) 

(d) credit risk (continued)

(iii) credit quality (continued)

 Short-term funds and deposits and placements with banks and other financial institutions, securities purchased 
under resale agreements, financial assets and investments portfolios, clients’ and brokers’ balances, other assets and 
derivative financial assets. (continued)

 Analysis of short-term funds and deposits and placements with banks and other financial institutions, securities 
purchased under resale agreements, financial assets and investments portfolios, clients’ and brokers’ balances, other 
assets and derivative financial assets that are neither past due nor impaired by rating agency designation as at 
reporting date are as follows:

 short-term 
 funds and 
 deposits  other assets 
the company rM’000 rM’000

30.06.2018
AAA to AA3 – –
P1 to P3  44  –
Non-rated, of which: 

- Others  –  16,139

  –  16,139

 44  16,139

30.06.2017
P1 to P3  490  –
Non-rated, of which: 

- Others  – 576

  –  576

  490  576

(iv) collateral and other credit enhancements obtained

(a) repossessed collateral

 As and when required, the Group will take possession of collateral they hold as securities and will dispose of 
them as soon as practicable but not later than 5 years from the date they take possession, with the proceeds 
used to reduce the outstanding indebtedness. Repossessed collaterals are classified in the statements of 
financial position as other assets. There is no repossessed collateral as at the reporting date.
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42  financial instruMents (continueD) 

(d) credit risk (continued)

 Credit risk exposure analysed by industry in respect of the Group’s and the Company’s financial assets, including  
off-balance sheet financial instruments are set out below: (continued)

 short-term 
 funds and other on-balance 
 deposits assets sheet total 
the company  rM’000  rM’000  rM’000

30.06.2018
Finance, insurance, real estate and business services  44  150  194
Others  – 15,989  15,989

 44  16,139  16,183

30.06.2017
Finance, insurance, real estate and business services  490  493  983
Others  – 83  83

 490  576  1,066

(e) fair value measurement

The Group and the Company measures fair values using the following fair value hierarchy that reflects the significance of 
the inputs used in making the measurements:

Level 1 : Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2 : Quoted prices for identical or similar instruments in markets that are not active; and model-derived valuations 

in which inputs other than quoted prices included within Level 1 that are observable for the asset or liability, 
either directly or indirectly.

Level 3 : Valuations derived from valuation techniques in which one or more significant inputs are not based on 
observable market data.

 Financial instruments are classified as Level 1 if their value is observable in an active market. Such instruments are valued 
by reference to unadjusted quoted prices for identical assets or liabilities in active market where the quoted prices is 
readily available, and the price represents actual and regularly occurring market transactions. An active market is one in 
which transactions occur with sufficient volume and frequency to provide pricing information on an on-going basis. These 
would include actively traded listed equities, unit trust investments and actively exchange-traded derivatives.

 Where fair value is determined using unquoted market prices in less active markets or quoted prices for similar assets and 
liabilities, such instruments are generally classified as Level 2.

 In cases where quoted prices are generally not available, the Group then determine fair value based upon valuation 
techniques that use as inputs, market parameters including but not limited to yield curves, volatilities and foreign 
exchange rates. The majority of valuation techniques employ only observable market data and so reliability of the fair 
value measurement is high.

 Financial instruments are classified as Level 3 if their valuation incorporates significant inputs that are not based on 
observable market data (unobservable inputs). This category includes unquoted shares held for socio economic reasons. 
Fair values for shares held for socio economic reasons are based on the net tangible assets of the affected companies. The 
Group’s exposure to financial instruments classified as Level 3 comprised a small number of financial instruments which 
constitute an insignificant component of the Group’s portfolio of financial instruments. Hence, changing one or more of 
the inputs to reasonable alternative assumptions would not change the value significantly for the financial assets in Level 
3 of the fair value hierarchy.
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42  FINANCIAL INSTRUMENTS (CONTINUED) 

(e) Fair value measurement (continued)

	 The	Group	and	the	Company	recognise	transfers	between	levels	of	the	fair	value	hierarchy	at	the	end	of	the	reporting	
period	during	which	the	transfer	has	occurred.	Transfers	between	fair	value	hierarchy	primarily	due	to	change	in	the	level	
of	trading	activity,	change	in	observable	market	activity	related	to	an	input,	reassessment	of	available	pricing	information	
and	change	in	the	significance	of	the	unobservable	input.	There	were	no	transfers	between	Level	1,	2	and	3	of	the	fair	
value	hierarchy	during	the	financial	year	(30	June	2017	-	Nil).

(i)	 The	table	below	summarises	the	fair	value	hierarchy	of	the	Group’s	and	the	Company’s	financial	assets	and	liabilities	
measured	at	fair	values.

The Group Level 1  Level 2  Level 3  Total 
30.06.2018 RM’000 RM’000 RM’000 RM’000

Financial assets
Financial	assets	held-for-trading		 26,702  1,217,732  – 1,244,434

	 -	money	market	instruments	 – 1,010,389 – 1,010,389	
-	quoted	securities		 26,702 –  – 26,702	
-	unquoted	securities		 – 207,343  –  207,343

Financial	investments	available-for-sale		 221,994  1,215,676  245  1,437,915

	 -	money	market	instruments		 –  238,413  –  238,413 
-	quoted	securities		 221,994 – – 221,994	
-	unquoted	securities	 –  977,263  245  977,508

Derivative	financial	assets	 –  29,351 –  29,351

	 	 248,696  2,462,759  245  2,711,700

Financial liability
Derivative	financial	liabilities		 –  44,428 –   44,428

30.06.2017 

Financial assets
Financial	assets	held-for-trading		 41,547		 1,061,100	 –	 	1,102,647

	 -	money	market	instruments		 –	 862,157		 –	 	862,157	
-	quoted	securities		 41,547	 –	 –	 41,547	
-	unquoted	securities		 –	 198,943	 –	 198,943

Financial	investments	available-for-sale		 201,063		 972,670	 	245		 1,173,978

	 -	money	market	instruments	 –		 156,716	 –	 	156,716	
-	quoted	securities		 201,063		 –		 –		 	201,063	
-	unquoted	securities		 –			 815,954		 245		 816,199

Derivative	financial	assets		 –		 19,916		 –		 19,916

	 	 242,610		 2,053,686		 245		 2,296,541

Financial liability
Derivative	financial	liabilities		 –	 	47,959	 –	 	47,959
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42  financial instruMents (continueD) 

(e) fair value measurement (continued)

(i) The table below summarises the fair value hierarchy of the Group’s and the Company’s financial assets and liabilities 
measured at fair values. (continued)

the company level 1  level 2  level 3  total 
30.06.2018 rM’000 rM’000 rM’000 rM’000

financial assets
Financial assets held-for-trading 

- quoted securities  20,550 – – 20,550
Financial investments available-for-sale 

- quoted securities  142,410 – – 142,410

  162,960  – –  162,960

30.06.2017 

financial assets
Financial investments available-for-sale 

- quoted securities  140,168  – –  140,168

 There were no transfers between Level 1 and 2 during the financial year.

 Reconciliation of fair value measurement in Level 3 of the fair value hierarchy are as follows:

  financial investments 
  available-for-sale

   30.06.2018 30.06.2017 
the Group   rM’000 rM’000

As at 1 July/30 June    245  245

(ii) The table below summarises the carrying amount and analyses the fair value within the fair value hierachy of the 
Group’s and the Company’s assets and liabilities not measured at fair value at reporting date but for which fair value 
is disclosed:

   carrying fair value  
the Group  amount  level 1  level 2  level 3  total 
30.06.2018  rM’000  rM’000  rM’000  rM’000  rM’000

financial assets
Financial investments held-to-maturity 

- money market instruments  735,105 –  735,335 – 735,335 
- unquoted securities  112,554  – 112,153  – 112,153

   847,659  –  847,488 –  847,488

notes to the financial stateMents
for the financial year enDeD 30 June 2018

FINANCIALS

157
ANNUAL
REPORT

2018



42  financial instruMents (continueD) 

(e) fair value measurement (continued)

(ii) The table below summarises the carrying amount and analyses the fair value within the fair value hierachy of the 
Group’s and the Company’s assets and liabilities not measured at fair value at reporting date but for which fair value 
is disclosed: (continued)

   carrying fair value  
the Group  amount  level 1  level 2  level 3  total 
30.06.2018  rM’000  rM’000  rM’000  rM’000  rM’000

financial liabilities
Deposits from customers  1,082,656  – 1,082,656  – 1,082,656
Deposits and placements of banks 

and other financial institutions  2,058,960  –  2,058,944  – 2,058,944
Subordinated obligations  50,290 – 50,477 – 50,477

   3,191,906  –  3,192,077  –  3,192,077

30.06.2017  

financial assets
Financial investments held-to-maturity 

- money market instruments  729,674 –  732,870  –  732,870 
- unquoted securities  179,541 –  179,776 – 179,776

   909,215  –  912,646 –  912,646

financial liabilities
Deposits from customers  648,867 – 648,871 –  648,871
Deposits and placements of banks 

and other financial institutions  2,247,733  – 2,247,750 –  2,247,750
Subordinated obligations  50,262  – 50,444 – 50,444

   2,946,862  – 2,947,065 – 2,947,065  

 Other than as disclosed above, the total fair value of each financial assets and liabilities presented on the statements 
of financial position as at reporting date of the Group and the Company approximates the total carrying amount.

 The fair values are based on the following methodologies and assumptions:

 short-term funds and placements with banks and other financial institutions

 For deposits and placements with banks and other financial institutions with maturities of less than six months, the 
carrying value is a reasonable estimate of fair value. For deposits and placements with maturities six months and 
above, estimated fair value is based on discounted cash flows using prevailing money market interest rates at which 
similar deposits and placements would be made with financial institutions of similar credit risk and remaining period 
to maturity.

 financial investments held-to-maturity

 The estimated fair value is generally based on quoted and observable market prices. Where there is no ready market 
in certain securities, the Group and the Company will establish the fair value by using valuation techniques. These 
include the use of recent arm’s length transactions, discounted cash flows analysis and other valuation techniques 
commonly used by market participants.
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42  financial instruMents (continueD) 

(e) fair value measurement (continued)

 The fair values are based on the following methodologies and assumptions: (continued)

 loans and advances

 The value of fixed rate loans with remaining maturity of less than one year and floating rate loans are estimated to 
approximate their carrying amounts. For fixed rate loans with remaining maturity of more than one year, the fair value 
is estimated by discounting the estimated future cash flows using the prevailing market rates of loans with similar credit 
risks and maturities.

 The fair values of impaired floating and fixed rate loans are represented by their carrying value, net of individual assessment 
allowance, being the expected recoverable amount.

 clients’ and brokers’ balances

 The carrying amount as at reporting date approximate fair values due to relatively short-term maturity of these financial 
instruments.

 other assets and liabilities

 The carrying value less any estimated allowance for financial assets and liabilities included in ‘other assets and liabilities’ 
are assumed to approximate their fair values as these items are short term in nature.

 Deposits from customers

 For deposits from customers with maturities of less than six months, the carrying amounts are reasonable estimates of 
their fair values. For each deposit with maturities of six months and above, fair values are estimated using discounted cash 
flows based on prevailing market rates for similar deposits from customers.

 Deposits and placements of other financial institutions and repurchased agreements

 The estimated fair values of deposits and placements of other financial institutions and repurchased agreements with 
maturities of less than six months approximate the carrying values. For the items with maturities six months and above, 
the fair values are estimated based on discounted cash flows using prevailing money market interest rates with similar 
remaining period to maturities.

 subordinated obligations

 The fair value of subordinated obligations are based on quoted market prices where available.

 credit related commitment and contingencies

 The net fair value of these items was not calculated as estimated fair values are not readily ascertainable. These financial 
instruments generally relate to credit risks and attract fees in line with market prices for similar arrangements. They are 
not presently sold nor traded. The fair value may be represented by the present value of fees expected to be received less 
associated costs.

43  offsettinG financial assets anD financial liaBilities

 In accordance with MFRS 132 “Financial Instrument: Presentation”, the Group reports financial assets and financial liabilities 
on a net basis on the balance sheet only if there is a legally enforceable right to set off the recognised amounts and there is 
intention to settle on a net basis, or to realise the asset and settle the liability simultaneously. The following table shows the 
impact of netting arrangement on:

• All financial assets and liabilities that are reported net on balance sheet; and

• All derivative financial instruments and securities purchased under resale agreements and obligations on securities sold 
under repurchase agreements and other similar secured lending and borrowing agreements that are subject to enforceable 
master netting arrangements or similar agreements, but do not qualify for balance sheet netting.
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43  offsettinG financial assets anD financial liaBilities (continueD)

 The table identifies the amounts that have been offset in the balance sheet and also those amounts that are covered by 
enforceable netting arrangements (offsetting arrangements and financial collateral) but do not qualify for netting under the 
requirements of MFRS 132 described above.

 The “Net amounts” presented below are not intended to represent the Group’s actual exposure to credit risk, as a variety of 
credit mitigation strategies are employed in addition to netting and collateral arrangements.

  effects of offsetting on balance sheet  related amounts not offset

    net amount    
    reported on
  Gross  amount  the balance  financial  financial  net  
the Group  amount  offset  sheet  instruments  collateral  amount 
30.06.2018  rM’000  rM’000  rM’000  rM’000  rM’000  rM’000

financial assets
Clients’ and brokers’balances  563,390  (247,156)  316,234 – –  316,234
Derivative financial assets  29,351 – 29,351  (6,930)  (1,450)  20,971

total assets 592,741  (247,156)  345,585   (6,930)   (1,450)  337,205

financial liabilities
Clients’ and brokers’ balances  597,886  (247,156)  350,730  –  – 350,730
Derivative financial liabilities  44,428 –  44,428  (6,930) (1,321)  36,177
Obligations on securities 

agreement  99,654 – 99,654  (99,654) – –

total liabilities  741,968  (247,156)  494,812  (106,584)  (1,321)  386,907

30.06.2017

financial assets
Clients’ and brokers’ balances  504,817  (233,850)  270,967 – –  270,967
Derivative financial assets  19,916  – 19,916  (10,759)  (770)  8,387

total assets  524,733  (233,850)  290,883 (10,759)   (770)  279,354

financial liabilities
Clients’ and brokers’ balances  505,588  (233,850)  271,738  – –  271,738
Derivative financial liabilities  47,959 –  47,959  (10,759)  (19,785)  17,415
Obligations on securities  

agreement  149,111  – 149,111  (149,111) – –

total liabilities  702,658  (233,850)  468,808 (159,870)  (19,785)  289,153
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43  offsettinG financial assets anD financial liaBilities (continueD)

related amounts not offset

Derivative financial assets and liabilities

 The ‘Financial instruments’ column identifies financial assets and liabilities that are subject to set off under netting agreements, 
such as the ISDA Master Agreement or derivative exchange or clearing counterparty agreements, whereby all outstanding 
transactions with the same counterparty can be offset and close-out netting applied across all outstanding transaction covered 
by the agreements if an event of default or other predetermined events occur.

 Financial collateral refers to cash and non-cash collateral obtained, typically daily or weekly, to cover the net exposure between 
counterparties by enabling the collateral to be realised in an event of default or if other predetermined events occur.

repurchased and reverse repurchase agreements

 The ‘Financial instruments’ column identifies financial assets and liabilities that are subject to set off under netting agreements, 
such as global master repurchased agreements and global master securities lending agreements, whereby all outstanding 
transactions with the same counterparty can be offset and close-out netting applied across all outstanding transaction covered 
by the agreements if an event of default or other predetermined events occur.

 Financial collateral typically comprises cash, highly liquid securities or other financial instruments which are legally transferred 
and can be liquidated in the event of counterparty default.

44  equity coMpensation Benefits

 executive share option scheme

 The Executive Share Option Scheme (“ESOS”) of up to fifteen percent (15%) of the issued and paid-up ordinary share capital of 
the Company which was approved by the shareholders of the Company on 8 November 2005, was established on 23 January 
2006 and had been in force for a period of ten (10) years. The ESOS had expired on 23 January 2016.

 There were no options outstanding as at reporting date.

 The number and market value of the ordinary shares held by the Trustee are as follows:

 30.06.2018 30.06.2017
 number of  number of  
 trust  Market trust  Market 
 shares held  value shares held  value 
 ’000 rM’000 ’000 rM’000

 the Group  5,613  5,371  5,613  4,210

 the company  5,508  5,271  5,508  4,131

notes to the financial stateMents
for the financial year enDeD 30 June 2018
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45  siGnificant events DurinG the financial year

 public shareholdings spread

 The Company currently does not meet the requirement as set out in paragraph 8.02(1) of the Listing Requirements which states 
that a listed issuer must ensure that at least 25% of its total listed shares (excluding treasury shares) are in the hands of public 
shareholders.

 The public shareholding spread of the Company as at 29 June 2018 was 18.67%.

 As announced by the Company on 18 March 2015, Bursa Malaysia Securities Berhad had imposed a suspension on the trading 
of HLCB’s shares with effect from 26 March 2015. The suspension will only be uplifted upon full compliance of the public 
shareholding spread in accordance with paragraph 8.02(1) of the Listing Requirements.

 The Company has not identified a satisfactory plan to address the non-compliance with the 25% public shareholding spread 
requirement.

 The Company had previously announced that its majority shareholder, Hong Leong Financial Group Berhad (“HLFG”), had 
informed the Company that it was considering various options to address the non-compliance with the 25% public spread 
requirement and would inform the Company accordingly as needed. The Company will continue to discuss with HLFG, options 
to comply with the shareholding spread requirement.

46  suBsequent event after the financial year

 There were no material events subsequent to the end of the financial year that require disclosure or adjustments to the financial 
statements.

47  approval of financial stateMents

 The financial statements were authorised for issue by the Board of Directors of the Company in accordance with a resolution of 
the Directors on 18 September 2018.

notes to the financial stateMents
for the financial year enDeD 30 June 2018
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We, Tan Sri Dato’ Seri Khalid Ahmad bin Sulaiman and Tan Kong Khoon, being two of the Directors of Hong Leong Capital Berhad, 
do hereby state that, in the opinion of the Directors, the financial statements set out on pages 65 to 162 are drawn up so as to give 
a true and fair view of the financial position of the Group and of the Company as at 30 June 2018 and financial performance of the 
Group and the Company for the financial year ended 30 June 2018, in accordance with Malaysian Financial Reporting Standards, 
International Financial Reporting Standards and the requirements of Companies Act, 2016 in Malaysia.

Signed on behalf of the Board of Directors in accordance with their resolution dated 18 September 2018.

tan sri Dato’ seri khaliD ahMaD Bin sulaiMan tan konG khoon
Director Director

Kuala Lumpur 
19 September 2018

I, Lau Yew Sun, the officer primarily responsible for the financial management of Hong Leong Capital Berhad, do solemnly and 
sincerely declare that the financial statements set out on pages 65 to 162 are to the best of my knowledge and belief, correct 
and I make this solemn declaration conscientiously believing the same to be true and by virtue of the provisions of the Statutory 
Declarations Act, 1960.

Subscribed and solemnly declared by 
the above named Lau Yew Sun (MIA No. 8752) 
Petaling Jaya in Selangor Darul Ehsan on 
19 September 2018 

Before me,

lawrence low
Commissioner for Oaths

stateMent By Directors
pursuant to section 251(2) of the coMpanies act, 2016

statutory Declaration
pursuant to section 251(1) of the coMpanies act, 2016
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inDepenDent auDitors’ report
TO THE MEMBERS OF HONG LEONG CAPITAL BERHAD 
(Incorporated in Malaysia)
(Company No: 213006-U)

report on the auDit of the financial stateMents

our opinion

In our opinion, the financial statements of Hong Leong Capital Berhad (“the Company”) and its subsidiaries (“the Group”) give a 
true and fair view of the financial position of the Group and of the Company as at 30 June 2018, and of their financial performance 
and their cash flows for the year then ended in accordance with Malaysian Financial Reporting Standards, International Financial 
Reporting Standards and the requirements of the Companies Act 2016 in Malaysia.

what we have audited

We have audited the financial statements of the Group and of the Company, which comprise the statements of financial position as 
at 30 June 2018 of the Group and of the Company, and the income statements, statements of comprehensive income, statements of 
changes in equity and statements of cash flows of the Group and of the Company for the year then ended, and notes to the financial 
statements, including a summary of significant accounting policies, as set out on pages 65 to 162.

Basis for opinion

We conducted our audit in accordance with approved standards on auditing in Malaysia and International Standards on Auditing.  
Our responsibilities under those standards are further described in the “Auditors’ responsibilities for the audit of the financial 
statements” section of our report.

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

independence and other ethical responsibilities

We are independent of the Group and of the Company in accordance with the By-Laws (on Professional Ethics, Conduct and Practice) 
of the Malaysian Institute of Accountants (“By-Laws”) and the International Ethics Standards Board for Accountants’ Code of Ethics 
for Professional Accountants (“IESBA Code”), and we have fulfilled our other ethical responsibilities in accordance with the By-Laws 
and the IESBA Code.

our audit approach

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements 
of the Group and the Company. In particular, we considered where the directors made subjective judgements; for example, in respect 
of significant accounting estimates that involved making assumptions and considering future events that are inherently uncertain. 
As in all of our audits, we also addressed the risk of management override of internal controls, including among other matters, 
consideration of whether there was evidence of bias that represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the financial statements 
as a whole, taking into account the structure of the Group and of the Company, the accounting processes and controls, and the 
industry in which the Group and the Company operate.
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report on the auDit of the financial stateMents (continueD)

key audit matter

Key audit matter is matter that, in our professional judgement, were of most significance in our audit of the financial statements of 
the Group and of the Company for the current year. This matter was addressed in the context of our audit of the financial statements 
of the Group and of the Company as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on  
this matter.

key audit matter how our audit addressed the key audit matter

recognition of deferred tax assets arising from 
unutilised tax credit

Refer to Summary of Significant Group Accounting Policy Notes 
A and Q and Note 11 and Note 32 to the financial statement.

The Group recognised deferred tax assets of on unutilised 
tax credit to the extent that it is probable that future taxable 
profit will be available against which the tax credits can be 
utilised. Deferred tax assets of RM88.3 million as at 30 June 
2018 arose mainly from unutilised tax credit of a banking 
subsidiary.

Significant judgement is required to estimate the amount of 
deferred tax assets that could be recognised were dependant 
on the availability future taxable profits. Future taxable profits 
which are subject to future events and economic conditions 
which are inherently uncertain. Therefore, the extent of 
judgement and the amount of the deferred tax assets 
recognised resulted in this matter being identified as an area 
of audit focus.

We performed the following audit procedures:

• Obtained an understanding about the local tax 
developments, in particular those related to changes in the 
statutory income tax rate and of the statutes of limitation 
since these were key assumptions used in determining the 
amount of deferred tax assets recognised.

• Checked the available tax credit to correspondence 
between the banking subsidiary and the Inland Revenue 
Board.

• Checked that the profit projection to the budgets approved 
by the Board of Directors.

• Compared historical profits with the budget to assess the 
accuracy of forecasting.

• Assessed the reasonableness of assumption used by 
management in determining the amount of taxable profit.

information other than the financial statements and auditors’ report thereon

The Directors of the Company are responsible for the other information. The other information comprises the following:

• 5 Year Group Financial Highlights
•  Chairman’s Statement
•  Board Audit and Risk Management Committee Report
•  Corporate Governance Overview Statement, Risk Management & Internal Control
•  Management Discussion and Analysis
•  Sustainability Statement
•  Directors’ Report
•  Basel II Pillar 3

but does not include the financial statements of the Group and of the Company and our auditors’ report thereon.

Our opinion on the financial statements of the Group and of the Company does not cover the other information and we do not express 
any form of assurance conclusion thereon.

In connection with our audit of the financial statements of the Group and of the Company, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent with the financial statements of the 
Group and of the Company or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are 
required to report that fact.We have nothing to report in this regard.

inDepenDent auDitors’ report
TO THE MEMBERS OF HONG LEONG CAPITAL BERHAD 
(Incorporated in Malaysia)
(Company No: 213006-U)
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report on the auDit of the financial stateMents (continueD)

responsibilities of the Directors for the financial statements

The Directors of the Company are responsible for the preparation of the financial statements of the Group and of the Company that 
give a true and fair view in accordance with Malaysian Financial Reporting Standards, International Financial Reporting Standards 
and the requirements of the Companies Act 2016 in Malaysia. The directors are also responsible for such internal control as the 
Directors determine is necessary to enable the preparation of financial statements of the Group and of the Company that are free 
from material misstatement, whether due to fraud or error. 

In preparing the financial statements of the Group and of the Company, the Directors are responsible for assessing the Group’s and 
the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the Directors either intend to liquidate the Group or the Company or to cease operations, or have 
no realistic alternative but to do so.

auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements of the Group and of the Company as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with approved 
standards on auditing in Malaysia and International Standards on Auditing will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with approved standards on auditing in Malaysia and International Standards on Auditing, we 
exercise professional judgement and maintain professional scepticism throughout the audit. We also:

(a) Identify and assess the risks of material misstatement of the financial statements of the Group and of the Company, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient 
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 
the override of internal control.

(b) Obtain an understanding of internal control relevant to the audit 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 Group’s and the Company’s internal 
control.

(c) Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures 
made by the Directors.

(d) Conclude on the appropriateness of the Directors’ use of the going concern basis of accounting and, based on the audit evidence 
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group’s 
or the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to 
draw attention in our auditors’ report to the related disclosures in the financial statements of the Group and of the Company or, 
if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the 
date of our auditors’ report. However, future events or conditions may cause the Group or the Company to cease to continue as 
a going concern.

(e) Evaluate the overall presentation, structure and content of the financial statements of the Group and of the Company, including 
the disclosures, and whether the financial statements of the Group and of the Company represent the underlying transactions 
and events in a manner that achieves fair presentation.

(f) Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the 
Group to express an opinion on the financial statements of the Group. We are responsible for the direction, supervision and 
performance of the group audit. We remain solely responsible for our audit opinion.

inDepenDent auDitors’ report
TO THE MEMBERS OF HONG LEONG CAPITAL BERHAD 
(Incorporated in Malaysia)
(Company No: 213006-U)
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report on the auDit of the financial stateMents (continueD)

We communicate with the Directors regarding, among other matters, the planned scope and timing of the audit and significant audit 
findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Directors with a statement that we have complied with relevant ethical requirements regarding independence, 
and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, 
and where applicable, related safeguards.

From the matters communicated with the Directors, we determine those matters that were of most significance in the audit of the 
financial statements of the Group and of the Company for the current year and are therefore the key audit matters. We describe 
these matters in our auditors’ report unless law or regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of doing 
so would reasonably be expected to outweigh the public interest benefits of such communication.

other Matters

This report is made solely to the members of the Company, as a body, in accordance with Section 266 of the Companies Act, 2016 in 
Malaysia and for no other purpose. We do not assume responsibility to any other person for the content of this report.

pricewaterhousecoopers plt nG yee linG
(LLP0014401-LCA & AF1146) No. 3032/01/19 J 
Chartered Accountants Chartered Accountant

Kuala Lumpur 
19 September 2018

inDepenDent auDitors’ report
TO THE MEMBERS OF HONG LEONG CAPITAL BERHAD 
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NOTICE OF
annual General MeetinG

1. To lay before the meeting the audited financial statements together with the reports of the Directors and 
Auditors thereon for the financial year ended 30 June 2018.

2. To declare a final single-tier dividend of 19 sen per share for the financial year ended 30 June 2018 to 
be paid on 23 November 2018 to members registered in the Record of Depositors on 7 November 2018.

3. To approve the payment of Directors’ Fees of RM397,149 for the financial year ended 30 June 2018 to 
be divided amongst the Directors in such manner as the Directors may determine and Directors’ Other 
Benefits of up to an amount of RM30,000 from the 27th AGM to the 28th AGM of the Company.

4. To re-elect Ms Koid Swee Lian who retires pursuant to Clause 95 of the Company’s Constitution.

5. To re-appoint PricewaterhouseCoopers PLT as Auditors of the Company and to authorise the Directors to 
fix their remuneration.

special Business

As special business, to pass the following motions as ordinary resolutions:

6. ordinary resolution
proposed renewal of shareholders’ Mandate for recurrent related party transactions of a 
revenue or trading nature with hong leong company (Malaysia) Berhad (“hlcM”) and persons 
connected with hlcM

“that approval be and is hereby given for the Company and/or its subsidiaries to enter into any of 
the transactions falling within the types of recurrent related party transactions of a revenue or trading 
nature as disclosed in Section 2.3(A) and (C) of the Company’s Circular to Shareholders dated 1 October 
2018 (“the Circular”) with HLCM and persons connected with HLCM (“Hong Leong Group”), as set out 
in Appendix II of the Circular provided that such transactions are undertaken in the ordinary course of 
business, on arm’s length basis and on commercial terms which are not more favourable to the Hong 
Leong Group than those generally available to and/or from the public and are not, in the Company’s 
opinion, detrimental to the minority shareholders;

anD that such approval shall continue to be in force until:

(a) the conclusion of the next Annual General Meeting (“AGM”) of the Company at which time it will 
lapse, unless by a resolution passed at the meeting, the authority is renewed; or

(b) the expiration of the period within which the next AGM of the Company after that date is required 
to be held pursuant to Section 340(2) of the Companies Act 2016 (but shall not extend to such 
extension as may be allowed pursuant to Section 340(4) of the Companies Act 2016); or

(c) revoked or varied by resolution passed by the shareholders in general meeting, 

whichever is the earlier;

anD that the Directors of the Company be and are hereby authorised to complete and to do all such 
acts and things (including executing all such documents as may be required) as they may consider 
expedient or necessary to give effect to the transactions contemplated and/or authorised by this 
ordinary resolution.”

notice is hereBy Given that the Twenty-seventh Annual General Meeting (“AGM”) of Hong Leong 
Capital Berhad (“Company”) will be held at the Auditorium, Ground Floor, Menara Hong Leong,  
No. 6, Jalan Damanlela, Bukit Damansara, 50490 Kuala Lumpur on Tuesday, 30 October 2018 at  
9.30 a.m. in order:

 

 
(resolution 1)

 
 

(resolution 2)

(resolution 3)

 
(resolution 4)

 
 

 
 
 
 
 
 
 

 

 
 

 
 

(resolution 5)
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NOTICE OF
annual General MeetinG

7. ordinary resolution
proposed renewal of shareholders’ Mandate for recurrent related party transactions of a 
revenue or trading nature with tower real estate investment trust (“tower reit”)

“that approval be and is hereby given for the Company and/or its subsidiaries to enter into any of 
the transactions falling within the types of recurrent related party transactions of a revenue or trading 
nature as disclosed in Section 2.3(B) of the Company’s Circular to Shareholders dated 1 October 2018 
with Tower REIT provided that such transactions are undertaken in the ordinary course of business,  
on arm’s length basis and on commercial terms which are not more favourable to Tower REIT than those 
generally available to and/or from the public and are not, in the Company’s opinion, detrimental to the 
minority shareholders;

anD that such approval shall continue to be in force until:

(a) the conclusion of the next Annual General Meeting (“AGM”) of the Company at which time it will 
lapse, unless by a resolution passed at the meeting, the authority is renewed; or

(b) the expiration of the period within which the next AGM of the Company after that date is required 
to be held pursuant to Section 340(2) of the Companies Act 2016 (but shall not extend to such 
extension as may be allowed pursuant to Section 340(4) of the Companies Act 2016); or

(c) revoked or varied by resolution passed by the shareholders in general meeting,

whichever is the earlier;

anD that the Directors of the Company be and are hereby authorised to complete and to do all such 
acts and things (including executing all such documents as may be required) as they may consider 
expedient or necessary to give effect to the transactions contemplated and/or authorised by this 
ordinary resolution.”

8. To consider any other business of which due notice shall have been given.

further notice is hereBy Given that a depositor shall qualify for entitlement to the final dividend only in 
respect of:

(a) shares transferred into the depositor’s securities account before 4:00 p.m. on 7 November 2018 in 
respect of ordinary transfers; and

(b) shares bought on Bursa Malaysia Securities Berhad (“Bursa Securities”) on a cum entitlement basis 
according to the Rules of the Bursa Securities.

By Order of the Board

christine Moh suat Moi
(MAICSA 7005095)
Group Company Secretary

Kuala Lumpur 
1 October 2018

 

 
 
 
 
 
 

 

 
 

 
 

(resolution 6)
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notes:

1. For the purpose of determining members’ eligibility to attend this meeting, only members whose names appear in the Record 
of Depositors as at 22 October 2018 shall be entitled to attend this meeting or appoint proxy(ies) to attend and vote on their 
behalf.

2. Save for a member who is an exempt authorised nominee, a member entitled to attend and vote at the meeting is entitled 
to appoint not more than two (2) proxies to attend, participate, speak and vote in his stead. A proxy may but need not be a 
member of the Company. A member who is an authorised nominee may appoint not more than two (2) proxies in respect of 
each securities account it holds. A member who is an exempt authorised nominee for multiple beneficial owners in one securities 
account (“Omnibus Account”) may appoint any number of proxies in respect of the Omnibus Account.

3. Where two (2) or more proxies are appointed, the proportion of shareholdings to be represented by each proxy must be specified 
in the instrument appointing the proxies, failing which the appointments shall be invalid.

4. The Form of Proxy must be deposited at the Registered Office of the Company at Level 30, Menara Hong Leong, No. 6 Jalan 
Damanlela, Bukit Damansara, 50490 Kuala Lumpur not less than 48 hours before the time and date of the meeting or adjourned 
meeting. 

5. Pursuant to Paragraph 8.29A(1) of the Main Market Listing Requirements of Bursa Securities (“MMLR”), all the resolutions set out 
in this Notice will be put to a vote by way of a poll.

6. YBhg Tan Sri Dato’ Seri Khalid Ahmad bin Sulaiman and YBhg Dato’ Ahmad Fuaad bin Mohd Dahalan who served more than  
9 years at the Board have informed the Board that they will retire at the conclusion of the Twenty-seventh Annual General 
Meeting.

explanatory notes 

1. resolution 2 on Directors’ fees and Directors’ other Benefits 
• Directors’ Fees of RM397,149 are inclusive of Board Committee fees of RM151,862 and Meeting Allowances of RM28,000.
• Directors’ Other Benefits refer to Directors’ training benefits of up to RM30,000. 

2. resolutions 5 and 6 on recurrent related party transactions of a revenue or trading nature

The proposed Ordinary Resolutions, if passed, will empower the Company and its subsidiaries (“HLCB Group”) to enter into 
recurrent related party transactions of a revenue or trading nature which are necessary for HLCB Group’s day-to-day operations, 
subject to the transactions being in the ordinary course of business and on terms which are not more favourable to the related 
parties than those generally available to the public and are not, in the Company’s opinion, detrimental to the minority shareholders 
of the Company (“Proposed Renewal of Shareholders’ Mandate”).

Detailed information on the Proposed Renewal of Shareholders’ Mandate is set out in the Circular to Shareholders dated  
1 October 2018 which is dispatched together with the Company’s 2018 Annual Report.

NOTICE OF
annual General MeetinG

STATEMENT ACCOMPANYING
notice of annual General MeetinG
(PURSUANT TO PARAGRAPH 8.27(2) OF THE MAIN MARKET LISTING REQUIREMENTS OF BURSA SECURITIES)

• Details of individuals who are standing for election as Directors

No individual is seeking election as a Director at the forthcoming Twenty-seventh Annual General Meeting of the Company. 
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OTHER
inforMation

1. Material contracts

There were no material contracts (not being contracts entered into in the ordinary course of business) which had been entered 
into by the Company and its subsidiaries involving the interest of Directors and major shareholders, either still subsisting at the 
end of the financial year or entered into since the end of the previous financial year pursuant to Item 21, Part A, Appendix 9C 
of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad.

2. analysis of shareholDinGs as at 30 auGust 2018

Total number of issued shares :  246,896,668

Class of shares :  Ordinary shares 

Voting rights :  1 vote for each share held

Distribution schedule of shareholders as at 30 august 2018

size of holdings no. of shareholders % no. of shares %

Less than 100 56 8.19 2,028 0.00
100 – 1,000 228 33.33 163,661 0.07
1,001 – 10,000 246 35.96 929,721 0.38
10,001 – 100,000 103 15.06 4,477,300 1.81
100,001 – less than 5% of issued shares  50 7.31 40,518,900 16.41
5% and above of issued shares 1 0.15 200,805,058 81.33

 684 100.00 246,896,668 100.00

list of thirty largest shareholders as at 30 august 2018

name of shareholders   no. of shares %

1. Assets Nominees (Tempatan) Sdn Bhd 
- Hong Leong Financial Group Berhad 200,805,058 81.33

2. UOB Kay Hian Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Yu Kuan Chon  6,005,100 2.43

3. MTrustee Berhad 
- Exempt AN for Hong Leong Capital Berhad (ESOS) 5,507,700 2.23

4. Tong Chin Hen 2,863,500 1.16

5. AllianceGroup Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Ho Swee Ming (8080176) 2,338,300 0.95

6. Rapid Synergy Berhad 2,191,400 0.89

7. Kenanga Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Lim Fung Neng 1,968,500 0.80

8. Kenanga Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Yu Kuan Chon  1,204,800 0.49

9. RHB Capital Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Yu Kuan Chon (CEB) 1,019,600 0.41

10. RHB Capital Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Chan Weng Fui (CEB) 1,018,900 0.41

11. Kenanga Nominees (Tempatan) Sdn Bhd 
- Pledged Securities Account for Ho Swee Ming 941,000 0.38

ADDITIONAL INFORMATION
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2. analysis of shareholDinGs as at 30 auGust 2018 (continueD)

list of thirty largest shareholders as at 30 august 2018 (continued)

name of shareholders   no. of shares %

12. Koh Liong Boon 931,500 0.38

13. RHB Capital Nominees (Tempatan) Sdn Bhd  
- Yu Kuan Chon 870,000 0.35

14. RHB Capital Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Ho Swee Ming (CEB) 857,500 0.35

15. Kenanga Nominees (Tempatan) Sdn Bhd 
- Pledged Securities Account for Chan Yan Meng  852,500 0.34

16. Kenanga Nominees (Tempatan) Sdn Bhd 
- Ding Ming Hea 833,100 0.34

17. Kenanga Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Tan Kooi Ming @ Tam Kooi Ming 780,000 0.32

18. RHB Capital Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Liew Kok Tze 776,000 0.31

19. AllianceGroup Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Ho Swee Ming 558,000 0.23

20. Ng Bing Tiam @ Goh Kee Sang 513,000 0.21

21. Kenanga Nominees (Tempatan) Sdn Bhd 
- Pledged Securities Account for Lee Chun Weng 500,000 0.20

22. AllianceGroup Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Chan Yan Meng (8079675) 483,500 0.20

23. Yu Kuan Chon 476,000 0.19

24. AllianceGroup Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Chan Weng Fui (8082361) 475,600 0.19

25. Chan Sow Keng 450,000 0.18

26. AllianceGroup Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Lim Fung Neng (8080723) 410,300 0.17

27. PM Nominees (Tempatan) Sdn Bhd 
- Pledged Securities Account for Chan Weng Fui (A) 381,400 0.15

28. Kenanga Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Ng Bing Tiam @ Goh Kee Sang 370,000 0.15

29. AllianceGroup Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Lim Leong Wouh (6000718) 364,200 0.15

30. Kenanga Nominees (Tempatan) Sdn Bhd  
- Pledged Securities Account for Hong Kee Kok 349,600 0.14

   237,096,058 96.03
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OTHER
inforMation

2. analysis of shareholDinGs as at 30 auGust 2018 (continueD)

substantial shareholders 

According to the Register of Substantial Shareholders, the substantial shareholders of the Company as at 30 August 2018 are 
as follows:

 Direct interest indirect interest
names of shareholders no. of shares % no. of shares %

Hong Leong Financial Group Berhad 200,805,058 81.33 - -
Tan Sri Quek Leng Chan - - 200,805,058B 81.33
Hong Leong Company (Malaysia) Berhad - - 200,805,058A 81.33
HL Holdings Sdn Bhd - - 200,805,058B 81.33
Kwek Holdings Pte Ltd - - 200,805,058B 81.33
Kwek Leng Beng - - 200,805,058B 81.33
Hong Realty (Private) Limited - - 200,805,058B 81.33
Hong Leong Investment Holdings Pte Ltd - - 200,805,058B 81.33
Davos Investment Holdings Private Limited - - 200,805,058B 81.33
Kwek Leng Kee - - 200,805,058B 81.33
Guoco Assets Sdn Bhd - - 200,805,058A 81.33
Guoco Group Limited - - 200,805,058A 81.33
GuoLine Overseas Limited - - 200,805,058A 81.33
GuoLine Capital Assets Limited - - 200,805,058A 81.33

Notes:
A Held through Hong Leong Financial Group Berhad
B Held through Hong Leong Company (Malaysia) Berhad

3. Directors’ interests as at 30 auGust 2018 

Subsequent to the financial year end, there is no change, as at 30 August 2018, to the Directors’ interests in the ordinary 
shares, preference shares and/or options over ordinary shares of the Company and/or its related corporations (other than 
wholly-owned subsidiaries), appearing in the Directors’ Report on pages 61 and 62 as recorded in the Register of Directors’ 
Shareholdings kept by the Company under Section 59 of the Companies Act 2016.

4. list of properties

 
 
location

 
 

tenure

Description 
of property 

held

Gross 
area 

(sq-ft)

approx. 
age 

(years)

net book 
value 

(rM ‘000)

 
Date of 

acquisition

51-53, Persiaran Greenhill, 
30450, Ipoh, Perak

Freehold & 
leasehold - 
999 years

Branch 
premises

4,793 24 1,796 31/12/1993
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I/We

NRIC/Passport/Company No.

of

being a member of HONG LEONG CAPITAL BERHAD (the “Company”), hereby appoint

NRIC/Passport No.

of

or failing him/her

NRIC/Passport No.

of

or failing him/her, the Chairman of the meeting as my/our proxy/proxies to vote for me/us on my/our behalf at the  
Twenty-seventh Annual General Meeting of the Company to be held at the Auditorium, Ground Floor, Menara Hong Leong,  
No. 6, Jalan Damanlela, Bukit Damansara, 50490 Kuala Lumpur on Tuesday, 30 October 2018 at 9.30 a.m. and at any adjournment 
thereof.

My/Our proxy/proxies is/are to vote as indicated below with an “X”:

resolutions for aGainst
1. To declare a final single-tier dividend of 19 sen per share
2. To approve the payment of Directors’ Fees and Directors’ Other Benefits
3. To re-elect Ms Koid Swee Lian as a Director
4. To re-appoint PricewaterhouseCoopers PLT as Auditors of the Company and to authorise 

the Directors to fix their remuneration
special Business

5. To approve the ordinary resolution on the Proposed Renewal of Shareholders’ Mandate 
for Recurrent Related Party Transactions of a Revenue or Trading Nature with Hong Leong 
Company (Malaysia) Berhad (“HLCM”) and persons connected with HLCM

6. To approve the ordinary resolution on the Proposed Renewal of Shareholders’ Mandate 
for Recurrent Related Party Transactions of a Revenue or Trading Nature with Tower Real 
Estate Investment Trust

forM of proxy

Notes:-
1. For the purpose of determining members’ eligibility to attend this meeting, only members whose names appear in the Record of Depositors as at 22 October 

2018 shall be entitled to attend this meeting or appoint proxy(ies) to attend and vote on their behalf.
2. If you wish to appoint other person(s) to be your proxy, insert the name(s) and address(es) of the person(s) desired in the space so provided.
3. If there is no indication as to how you wish your vote(s) to be cast, the proxy will vote or abstain from voting at his/her discretion.
4. A proxy may but need not be a member of the Company. 
5. Save for a member who is an exempt authorised nominee, a member shall not be entitled to appoint more than two (2) proxies to attend, participate, speak 

and vote at the same meeting. Where a member of the Company is an authorised nominee as defined under the Securities Industry (Central Depositories) Act, 
1991, it may not appoint more than two (2) proxies in respect of each securities account it holds with ordinary shares of the Company standing to the credit 
of the said securities account. A member who is an exempt authorised nominee for multiple beneficial owners in one securities account (“Omnibus Account”) 
may appoint any number of proxies in respect of the Omnibus Account.

6. Where two (2) or more proxies are appointed, the proportions of shareholdings to be represented by each proxy must be specified in the instrument appointing 
the proxies, failing which the appointments shall be invalid (please see note 9 below).

7. In the case where a member is a corporation, this Form of Proxy must be executed under its Common Seal or under the hand of its Attorney.
8. All Forms of Proxy must be duly executed and deposited at the Registered Office of the Company at Level 30, Menara Hong Leong, No. 6 Jalan Damanlela,  

Bukit Damansara, 50490 Kuala Lumpur not less than 48 hours before the time and date of the meeting or adjourned meeting. 
9. In the event two (2) or more proxies are appointed, please fill in the ensuing section.

Name of Proxies % of shareholdings to be represented

10. Pursuant to Paragraph 8.29A(1) of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad, all resolutions set out in the notice will be put 
to a vote by way of a poll.

Signature(s) of MemberNumber of shares held

Dated this                                   day of                                   2018.

(213006-U)
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