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The	 Board	 of	 Directors	 (“Board”)	 is	 pleased	 to	 present	 this	
statement	with	an	overview	of	the	corporate	governance	(“CG”)	
practices	of	 the	Group	which	supports	 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.hlfg.com.my	(“the	
Company’s	website”).

The	Board	also	reviewed	the	manner	in	which	the	Bank	Negara	
Malaysia’s	 (“BNM”)	policy	document	on	Corporate	Governance	
(“BNM	CG	Policy”)	is	applied	in	the	Group,	where	applicable,	as	
set	out	below.

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	

“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

financial	results,	investments	and	divestments,	acquisitions	
and	 disposals,	 and	 major	 capital	 expenditure	 and	 such	
other	responsibilities	that	are	required	as	specified	in	the	
guidelines	and	circulars	issued	by	BNM	from	time	to	time.

The	day-to-day	business	of	the	Company	is	managed	by	the	
President	&	Chief	Executive	Officer	(“CEO”)	who	is	assisted	
by	the	management	team.	The	CEO	and	his	management	
team	 are	 accountable	 to	 the	 Board	 for	 the	 performance	
of	 the	 Company.	 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	 and	 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	 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.

There	 is	 a	 clear	 division	 of	 responsibilities	 between	
the	 Chairman	 of	 the	 Board	 and	 the	 CEO.	 This	 division	
of	 responsibilities	 between	 the	 Chairman	 and	 the	 CEO	
ensures	 an	 appropriate	 balance	 of	 roles,	 responsibilities	
and	accountability.
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a. roLeS aND reSpoNSIbILItIeS oF the boarD 
(coNtINueD)

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

The	 CEO	 is	 responsible	 for	 formulating	 the	 vision	 and	
recommending	policies	and	the	strategic	direction	of	the	
Group	as	well	as	to	monitor	progress	on	implementation	of	
Key	Performance	Areas	(“KPAs”)	and	strategic	developments.

The	CEO’s	main	responsibility	is	to	work	with	the	operating	
managers	 to	develop	strategic	business	plans	and	to	set	
out	the	KPAs	for	the	operating	managers	as	well	as	to	focus	
on	creating	value	through	deployment	of	the	assets	in	the	
Group	 and	 to	 seek	 optimal	 use	 of	 the	 capital	 resources	
available	to	him.

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.

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	the	said	policy	is	published	on	the	Company’s	
Website.	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	conducts,	wrongful	
acts	or	malpractice	committed	within	the	Company.

b. boarD coMpoSItIoN

The	Board	currently	comprises	five	(5)	Directors.	The	five	(5)	
Directors	are	made	up	of	four	(4)	Non-Executive	Directors,	
of	 whom	 three	 (3)	 are	 independent.	 The	 profiles	 of	 the	
members	of	the	Board	are	set	out	in	the	Annual	Report.

The	Company	is	guided	by	BNM	CG	Policy	and	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	 BARMC’s	 functions	 and	 responsibilities	 are	 set	
out	in	the	TOR	which	is	published	on	the	Company’s	
Website.

(b) Nc

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

• Ms Lim Lean See
(Chairman)

• ybhg tan Sri Quek Leng chan 

• Ms Lim tau Kien

The	 NC’s	 functions	 and	 responsibilities	 are	 set	 out	
in	 the	 TOR	 which	 is	 published	 on	 the	 Company’s	
Website.
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c. boarD coMMItteeS (coNtINueD)

(b) Nc (continued)

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)	appointment	of	Board	Committee
members,	 and	 (iii)	 annual	 F&P	assessment	of	 Chairman,	Directors	 and	 CEO,	 and	 the	 criteria	 and	guidelines	used	 for
such	assessments.	Upon	the	approval	of	the	Board,	an	application	on	the	prescribed	forms	will	be	submitted	to	BNM	for
approval	in	respect	of	new	appointments	and	re-appointments.

(i) New appointments

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

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	BNM	
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	BNM	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	BNM	
Guidelines	and	for	Independent	Directors,	their	independence.

Identification	
of	candidates

Meeting	with	
candidates

Deliberation	
by	the	Board	
and	decision	
thereof

• Assessment	against	Assessment
Criteria	and	BNM	Guidelines

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

CTOS	
(Bankruptcy)	search

• Assessment	against	Assessment
Criteria	and	BNM	Guidelines

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

Deliberation	by	the	Board	
and	decision	thereof

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:

Identification	of	Directors	
for	Board	Committees	
membership

• Assessment	against	Assessment
Criteria	and	BNM	Guidelines

• Recommendation	by	the	NC

Deliberation	by	the	
Board	and	decision	
thereof

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	per	BNM	Guidelines.	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-a-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”),	five	(5)	NC	meetings	were	held	and	the	attendances	of	the	
NC	members	were	as	follows:

Member attendance

Ms	Lim	Lean	See	 5/5
YBhg	Tan	Sri	Quek	Leng	Chan	 5/5
Ms	Lim	Tau	Kien	 5/5

CORPORATE gOVERNANCE OVERVIEW,
rISK MaNaGeMeNt & INterNaL coNtroL StateMeNt
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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	 BNM	 policy	 document	 on	 F&P
Criteria	 and	 was	 satisfied	 that	 the	 Directors
met	 the	 requirements	as	 set	out	 in	BNM	policy
document	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;

• Reviewed	 the	 re-appointments	 of	 Directors
in	 accordance	 with	 the	 F&P	 Policy,	 BNM	 CG
and	 MMLR	 and	 recommended	 to	 the	 Board	 for
consideration	and	approval;

• 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:-

• Ms Lim Lean See
(Chairman)

• ybhg tan Sri Quek Leng chan

• Mr Saw Kok wei

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

During	 the	 FYE	 2018,	 two	 (2)	 RC	 meetings	 were	
held	and	 the	attendances	of	 the	RC	members	was	
as	follows:

Member attendance

Ms	Lim	Lean	See	 2/2
YBhg	Tan	Sri	Quek	Leng	Chan	 2/2
Mr	Saw	Kok	Wei	 2/2

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	37	of	the	Audited	
Financial	Statements	in	this	Annual	Report.

CORPORATE gOVERNANCE OVERVIEW,
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c. boarD coMMItteeS (coNtINueD)

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

 remuneration

Hong	 Leong	 Financial	 Group’s	 (“HLFG”)	 rewards	
strategy	is	in	alignment	with	the	Hong	Leong	Group’s	
total	compensation	philosophy	which	supports	and	
promotes	a	high	performing	culture	to	deliver	HLFG’s	
business	objectives.	The	rewards	strategy	focuses	on	
providing	a	competitive	remuneration	and	benefits	
package,	 as	 well	 as	 ample	 career	 progression	
opportunities	for	employees.

HLFG’s	 rewards	 framework	 focuses	 on	 a	 balanced	
and	right	pay	mix	to	achieve	the	desired	long	term	
business	performance.	The	framework	includes	base	
pay,	 fixed	 cash	 allowances,	 performance-based	
variable	pay,	 sales	 incentive,	 long	 term	 incentives,	
benefits	and	other	employee	programs.

The	 rewards	 framework	 ensures	 that	 employees	
are	 paid	 competitively	 against	 the	 industry	 and	
talent	market	HLFG	 is	operating	 in;	delivered	via	a	
combination	of	cash	and	non-cash	elements	such	as	
shares	or	share-linked	instruments.

HLFG	 also	 adopts	 a	 rigorous	 and	 robust	 key	
performance	 indicators	 (“KPIs”)	 setting	 process	
that	 incorporates	 risk	 management	 (to	 fulfill	 risk	
control	objectives)	as	part	of	the	scorecards	for	each	
department	(in	particular	each	Head	of	Department).	
This	 is	to	ensure	excessive	risk	taking	behaviour	of	
staff	is	minimized	and	sufficient	control	mechanisms	
are	in	place.

KPIs	 and	 key	 results	 areas	 of	 employees	 are	
measured	 and	 tracked	 diligently	 to	 ensure	 strong	
alignment	 of	 employee	 output	 to	 the	 overall	
business	strategy	and	direction	of	HLFG.

remuneration process 

The	 remuneration	 of	 senior	 management	 and	
material	risk	takers	are	presented	and	approved	by	
the	Board	annually.	HLFG	 is	enhancing	 the	process	
of	 annual	 review	 of	 management	 scorecards	 to	
include	 formal	 review	 by	 Risk	 and	 Compliance	 to	
ensure	 adequate	 weightages	 are	 placed	 on	 risk	
and	compliance	related	KPIs.	Risk	control	objectives	
that	are	not	met	and	any	non-compliance	will	have	
significant	consequence	to	remuneration	decisions.

 role of barMc in remuneration matters 

BARMC	 is	 tasked	 to	 review	 Management’s	
implementation	 of	 the	 remuneration	 system	 on	
whether	 incentives	 provided	 by	 the	 remuneration	
system	take	into	consideration	risks,	capital,	liquidity	
and	the	 likelihood	and	timing	of	earnings,	without	
prejudice	to	the	tasks	of	the	RC.

Deferred compensation and clawbacks

The	deferred	compensation	is	applicable	to	some	of	
the	incentive	schemes	introduced	in	HLFG.	These	can	
be	for	any	roles	across	the	organisation	with	built-in	
clawback	 mechanism.	 The	 clawback	 mechanism	 is	
introduced	to	ensure	excessive	risk	taking	behavior	
of	 each	 staff	 is	 minimized	 and	 that	 the	 system	
does	not	induce	excessive	risk	taking	and	sufficient	
control	 is	 in	 place	 to	 ensure	 sustainable	 business	
achievements	 in	 the	 long-term.	 Periodic	 reviews	
as	 well	 as	 post-implementation	 reporting	 to	 the	
BARMC	are	carried	out	to	examine	the	effectiveness	
of	 the	 schemes	 in	 driving	 the	 right	 behaviors	 in	
achieving	 business	 goals	 and	 that	 there	 are	 no	
adverse	risk	elements	in	the	approved	schemes.	The	
clawbacks	mechanism	can	be	triggered	when	there	
are	 non-compliances	 to	 regulations	 and	 policies	
and	where	Management	deemed	necessary	due	to	
achievements	 of	 performance	 targets	 that	 are	 not	
sustainable.

The	 remuneration	 of	 the	 CEO,	 Senior	 Management	
and	other	Material	Risk	Takers	for	FYE	2018	is	shown	
in	the	table	below:

unrestricted 
(rM)

Deferred 
(rM)

Fixed remuneration
• Cash-based
• Shares	and	share-linked	instruments
• Other

variable remuneration 
• Cash-based
• Shares	and	share-linked	instruments*
• Other

5,165,300
–
–

9,319,122
–
–

–
–
–

–
39,598,000

–

Note:	*	The	value	of	share	is	based	on	the	valuation	used	for	MFRS	2	Accounting.
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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	tenure	of	all	the	Independent	Directors	on	the	Board
of	the	Company	does	not	exceed	9	years.	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.

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:

(a) the	expiry	of	his	term	of	office	approved	by	BNM;
(b) 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.	If	the	intention	is	to	retire	
from	office,	an	application	shall	be	made	to	BNM	to	seek	
clearance	 in	accordance	with	BNM	Guidelines.	 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	of	 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	75%	
of	Board	meetings	held	in	each	financial	year	pursuant	to	
the	BNM	CG	Policy.

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	
flow	 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	or	
the	CEO	of	the	Company.
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e.  coMMItMeNt (coNtINueD)

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.	 A	 Director	 who	 has,	 directly	 or	
indirectly,	an	interest	in	a	material	transaction	or	material	
arrangement	 shall	 not	 be	present	 at	 the	Board	meeting	
where	the	material	transaction	or	material	arrangement	is	
being	deliberated	by	the	Board.

The	Board	met	six	(6)	times	for	the	FYE	2018	with	timely	
notices	of	issues	to	be	discussed.	Details	of	attendance	of	
each	director	are	as	follows:-

Member attendance

YBhg	Tan	Sri	Quek	Leng	Chan	 6/6
Mr	Tan	Kong	Khoon	 6/6
Ms	Lim	Tau	Kien	 6/6
Ms	Lim	Lean	See	 6/6
Mr	Saw	Kok	Wei	 6/6
YBhg	Tan	Sri	Dato’	Seri	Khalid	Ahmad	 5/5	

bin	Sulaiman(1)

(1) Retired as Director with effect from 31 January 2018

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	 Group’s	 businesses,	
operations,	 risk	 management	 and	 compliance,	 internal	
controls,	corporate	governance,	finance	and	any	changes	
to	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.

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

• FIDE	 Forum	 –	 Fintech:	 Opportunities	 for	 the	 Financial
Services	Industry	in	Malaysia

• FIDE	 Forum	 –	 5th	 Annual	 Dialogue	 with	 the	 Deputy
Governor	of	Bank	Negara	Malaysia

• BNM	–	Value-Based	Intermediation	(VBI)	Dialogue
• KPMG	 –	 Malaysian	 Code	 on	 Corporate	 Governance

Update
• KPMG	–	Cyber	Security	Awareness	Session
• Securities	Commission	–	Boards	in	the	Digital	Economy
• Bursa	Malaysia	–	Fraud	Risk	Management	Workshop
• Bursa	Malaysia	–	Case	Study	Workshop	for	Independent

Directors
• ICLIF	–	CG	Breakfast	Series	Entitled:	Leading	Change	@

The	Brain
• ICLIF	–	The	CG	Breakfast	Series	for	Directors:	Leading	in	a

Volatile,	Uncertain,	Complex,	Ambiguous	(VUCA)	World
• Malaysian	 Directors	 Academy	 (“MINDA”)	 –	 Directors

CPD
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• MINDA	 &	 Razak	 School	 of	 Government	 (RSOG)	 –
International	Directors	Summit	2017

• MINDA	 –	 The	 Corporate	 Intelligence:	 A	 Director’s
Understanding	&	Access	to	Evidence-Based	Foresight

• Malaysian	 Institute	 of	 Accountants	 –	 Capital	 Market
Conference	2017

• Cyber	Security	Insights	&	Sharing
• Digital	Transformation	and	Impact	to	Businesses
• Malaysian	 Financial	Reporting	Standards	17	 (MFRS17)

Insurance	Contracts
• Briefing	on	Oil	Hedging	Overview,	Tools	and	Risk
• Briefing	on	FX	Market	Development
• Briefing	 on	 MOPS	 Pricing	 Methodology	 and	 Market

Outlook
• Executive	Presentation	on	Board	Online	Software
• Institute	of	Singapore	Chartered	Accountants	(“ISCA”)	–

ISCA	CFO	Networking
• CFO	 Innovation	 &	 Questex	 –	 9th	 CFO	 Innovation	 Asia

Forum	:	Leveraging	Exponential	Technologies	to	Create
Incremental	Value

• Singapore	 Institute	 of	 Directors	 –	 The	 Director	 as	 an
Innovation	Driver

• Update	on	Singapore	Stock	Exchange	Regulations
• Briefing	 on	 Singapore	 Corporate	 Access	 (CorpPass)	 –

a	new	corporate	digital	identity	to	transact	online	with
Government	agencies

• Briefing	 on	 Guide	 on	 Prevention	 of	 Insider	 Trading	 –
Handling	 of	 Confidential	 Information	 and	 Dealings	 in
Securities

• Update	on	Amendments	 to	 the	Building	Maintenance
and	Strata	Management	Act

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.

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	 is	 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	 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	
judgment	of	the	external	auditors.
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III  relationship with auditors (continued)

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.

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	
in	general	meetings	either	 in	person,	by	corporate	
representative,	by	proxy	or	by	attorney.

The	 Company	 has	 a	 website	 at	 ‘www.hlfg.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	 Ms	 Lim	 Tau	 Kien,	 the	
Chairman	of	 the	BARMC,	as	 the	 Independent	Non-
Executive	Director	 of	 the	Board	 to	whom	 concerns	
may	be	conveyed,	and	who	would	bring	the	same	
to	the	attention	of	the	Board.

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

Queries	 may	 be	 conveyed	 to	 the	 Group	 Chief	
Financial	Officer	at:

Tel	No	 :	03-2080	9888
Fax	No	:	03-2080	9800
E-mail	address	:	cfo-hlfg@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.	 All	
Directors	and	the	CEO	attended	the	last	AGM	held	on	
26	October	2017.

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 responsibility of the board

The	 Board	 recognises	 its	 responsibilities	 for	 the	
system	 of	 internal	 controls	 of	 the	 Group	 and	 for	
reviewing	 its	 adequacy	 and	 integrity.	 Accordingly,	
the	 Board	 has	 established	 and	 maintained	 a	
Risk	 Management	 Framework	 appropriate	 to	 the	
operations	 of	 the	 Group,	 including	 systems	 for	
compliance	with	applicable	laws,	regulations,	rules,	
directives	and	guidelines.

The	 controls	 built	 into	 the	 Risk	 Management	
Framework	of	the	Group	are	designed	to	ensure	that	
all	 relevant	 and	 significant	 risks	 are	 identified	and	
managed	 as	 part	 of	 the	 risk	management	 process	
and	are	not	intended	to	eliminate	all	risks	of	failure	
to	 achieve	 business	 objectives.	 It	 only	 provides	
a	 reasonable	 and	 not	 absolute	 assurance	 against	
material	 misstatements,	 losses	 or	 frauds	 that	 may	
affect	the	Group’s	financial	position	or	its	operations.
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I  the responsibility of the board (continued)

The	Board	has	received	assurance	from	the	President	
&	Chief	Executive	Officer	and	Group	Chief	Financial	
Officer,	 and	 the	 heads	 of	 the	 risk	 managemnet,	
compliance	 and	 internal	 audit	 functions	 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.

II the risk Management Framework

The	 Risk	 Management	 Framework	 established	 by	
the	Board	is	to	assist	it	in:

• identifying	 the	 significant	 risks	 faced	 by	 the
Group	 in	 the	operating	environment,	as	well	as
evaluating	the	impact	of	such	risks;

• developing	 and	 approving	 the	 necessary
measures	to	manage	these	risks;	and

• monitoring	 the	 effectiveness	 of	 such	 measures
and	 to	 develop,	 approve	 and	 monitor	 any
corrective	actions	as	may	be	deemed	necessary.

These	processes	have	been	in	place	throughout	the	
FYE	 2018	 and	 have	 continued	 up	 to	 the	 date	 this	
statement	was	approved.

The	 Board	 has	 entrusted	 the	 BARMC	 with	 the	
responsibility	to	oversee	the	implementation	of	the	
Risk	Management	Framework	of	the	Group.

The	 Group’s	 Risk	 Officers	 administer	 the	 Risk	
Management	Framework	of	the	Group.	The	primary	
responsibilities	of	the	Group‘s	Risk	Officers	are:

• periodically	evaluate	all	 identified	risks	for	 their
relevance	 in	 the	 operating	 environment	 and
inclusion	in	the	Risk	Management	Framework;

• oversee	 and	 monitor	 the	 implementation	 of
appropriate	 systems	 and	 controls	 to	 manage
these	risks;

• assess	the	adequacy	of	existing	action	plans	and
control	 systems	 developed	 to	 manage	 these
risks;

• monitor	 the	 performance	 of	 management	 in
executing	 the	 action	 plans	 and	 operating	 the
control	systems;	and

• regularly	 report	 to	 the	 BARMC	 on	 the	 state	 of
internal	controls	and	the	efficacy	of	management
of	risks	throughout	the	Group.

In	 discharging	 the	 above	 responsibilities,	 the	
Group’s	Risk	Officers	are	guided	by	but	are	not	limited	
to	 the	 Statement	 on	 Risk	 Management	 &	 Internal	
Control	-	Guidelines	for	Directors	of	Listed	Issuers.

III Internal control review and regulatory 
compliance procedures

The	 Internal	 Audit	 Division	 (“IAD”),	 under	 the	
direction	 of	 the	 BARMC,	 provides	 the	 BARMC	 and	
the	 Board	 the	 assurance	 it	 requires	 regarding	 the	
adequacy	 and	 integrity	 of	 the	 system	 of	 internal	
controls.	IAD,	working	with	the	various	internal	audit	
functions	 within	 the	 Group	 undertakes	 periodic	
and	systematic	 reviews	of	 internal	control	 systems	
and	 the	 review	 of	 compliance	 with	 the	 business	
objectives,	policies,	reporting	standards	and	control	
procedures	of	the	Group.	This	is	to	provide	reasonable	
assurance	to	the	Board	on	the	proper	functioning	of	
the	Risk	Management	Framework.

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

Iv Management and Decision-Making processes

The	 Board	 has	 incorporated	 the	 Risk	 Management	
Framework	 as	 an	 integral	 component	 in	 the	
management	 and	 decision-making	 process	 of	 the	
Group.

The	 vision	 and	 mission	 statements	 of	 the	 Group	
form	 the	 basis	 of	 medium-term	 business	 plans	
and	 budgets.	 The	 key	 strategies	 to	 achieve	 these	
business	 plans	 and	 budgets	 are	 approved	 by	 the	
Board.	The	management	performs	monthly	 review	
to	 monitor	 the	 performance	 of	 all	 operating	 units	
against	the	business	plans	and	budgets.	The	budget	
is	 monitored	 and	 major	 variances	 are	 followed-up	
by	the	management.	These	are	then	reported	to	the	
Board	on	a	quarterly	basis.

CORPORATE gOVERNANCE OVERVIEW,
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Iv Management and Decision-Making processes 
(continued)

The	 Company’s	 financial	 system	 records	 business	
transactions	to	produce	quarterly	reports	that	allow	
management	to	focus	on	key	areas	of	concern.	The	
public	release	of	quarterly	financial	reporting	of	the	
Group	will	only	be	made	after	being	reviewed	by	the	
BARMC	and	approved	by	the	Board.	

The	Group	has	a	well-defined	organisational	structure	
with	 clearly	defined	authorities,	 accountability	 and	
segregation	of	duties.	 The	 respective	heads	of	 the	
operating	 subsidiaries	 of	 the	 Group	 operate	 their	
respective	 units	 within	 the	 policies,	 functional,	
financial	 and	 operating	 reporting	 standards	 and	
control	 procedures	 developed	 by	 the	 Group.	 Such	
reporting	 standards	 and	 control	 procedures	 are	
supplemented	 by	 operating	 procedures	 developed	
by	 the	 operating	 units	 to	 suit	 the	 regulatory	 and	
business	environment,	in	which	they	operate.

The	 Group	 has	 identified	 the	 major	 risks	 that	 has	
significant	 impact	on	 its	operations,	namely;	credit	
risk,	 market	 risk,	 liquidity	 risk,	 operational	 risk,	
legal	and	compliance	risk.	Each	operating	unit	has	a	
number	of	functional	departments	and/or	units	that	
will	 be	 responsible	 for	 managing	 and	 monitoring	
these	risks	through	limits,	procedures	and	oversight.	
Where	 feasible	 and	 necessary,	 relevant	 group	
resources	 are	 focused	 to	 manage	 and	 monitor	
common	 risks	 on	 an	 integrated	 and	 Group-wide	
basis,	using	common	 tools,	procedures	and	control	
systems	as	appropriate.

As	required	by	Paragraph	15.23	of	the	Bursa	Malaysia	
Securities	Berhad	Main	Market	Listing	Requirements,	
the	external	auditors	have	reviewed	this	Statement	
on	 Risk	 Management	 and	 Internal	 Control.	 Their	
limited	 assurance	 review	 was	 performed	 in	
accordance	with	Audit	and	Assurance	Practice	Guide	
(“AAPG”)	 3	 issued	 by	 the	 Malaysian	 Institute	 of	
Accountants.	AAPG	3	does	not	require	the	external	
auditors	 to	 form	 an	 opinion	 on	 the	 adequacy	 and	
effectiveness	of	 the	risk	management	and	 internal	
control	systems	of	the	Group.

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	 and	 Internal	 Control	 is	made	 in	 accordance	with	
the	resolution	of	the	Board.
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