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Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Directors' report
for the financial year ended 30 June 2018

The Directorsof Hong LeongInvestmenBankBerhad(thef B a rokiioH L | Bavepleasurdn submittingtheir
reporttogethemwith the auditedfinancial statement®f the Groupandof the Bankfor the financial yearended30
June2018

Principal activities

The Bank is principally engagedin investmentbanking, stockbrokingbusiness futures broking and related
financial services

The principal activitiesof the subsidiarycompaniesarenomineeandcustodiarservicesasdisclosedn Note 14 to
thefinancial statements

Therehavebeenno significantchangesn the natureof theseactivitiesduringthe financial year.
Financial results
The Group The Bank
RM'000 RM'000

Net profit for the financial year 57,787 57,742

Dividends

Sincethe previousfinancial yearended30 June2017, afinal singletier dividendof 33.3333senpershareon the
Bank'sissuedandpaid-up sharecapitalamountingto RM54,999945waspaidon 9 November2017.

The Directorsof the Bank recommencdh final singletier dividend of 27.5758 senper shareon the Bank'sissued
andpaid-up sharecapitalamountingto RM45,500,070for thefinancialyearended30 June2018

Business strategy for the current financial year

The Bank'sstrategyis to focusto expandthe rangeof investmentankingproductsandto enableclientsaccesgo
otherforeign capitalmarkets

Outlook and business plan for the coming financial year

Thekeyfocusfor the comingfinancialyearis to strengtherandbuild on the existingstockbrokingousinessandto
offer innovativeinvestmenbankingsolutionswhile leveragingon Hong LeongGrouprelationship

Significant events during the financial year

Significanteventsduringthefinancialyeararedisclosedn Note 46 to thefinancial statements



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Directors' report
for the financial year ended 30 June 2018 (continued)

Significant events after the financial year

Significanteventsduringthefinancialyeararedisclosedn Note47 to thefinancial statements

Reserves and provision

All materialtransfersto or from reservesand provisionsduring the financial year are disclosedin the financial
statementsindnotesto the financial statements

Directors

The nameof the Directorsof the Bankin office duringthefinancial yearandduringthe periodcommencingrom
the endof thefinancial yearto the dateof thisreportare

YBhg Dato' Mohzani bin Abdul Wahab (Chairman, Independent Non-Executive Director)
(Appointed as Chairman on 27.02.2018)

Mr Tan Kong Khoon (Non-Independent Executive Director)

Mr Martin Giles Manen (Independent Non-Executive Director)

Mr Yong Yoong Fa (Independent Non-Executive Director)

Encik Musa bin Mahmood (Independent Non-Executive Director)

(Appointed on 22.03.2018)

YBhg Tan Sri Dato' Seri Khalid Ahmad bin (Chairman, Non-Independent Non-Executive Director)
Sulaiman
(Retired on 31.01.201:

The namesof directorsof subsidiariesare setout in the respectivesubsidiary'sstatutoryaccountsand the said
informationis deemedncorporatechereinby suchreferenceandmadea partthereof

Statements of Directors' Responsibility

In preparingthe financial statementsthe Directorshaveensuredhat thesefinancial statementsare drawnup in
accordanceavith MalaysianFinancial ReportingStandards|nternationalFinancial ReportingStandardsand the
requirement®f the Companie#ict 2016in Malaysiawith reasonablendprudentfudgementandestimates

It is the responsibilityof the Directorsto ensurethat the financial reportingof the Groupandthe Bank presenta
true and fair view of the financial position of the Group and the Bank as at 30 June2018 and of its financial
performancendcashflows of the Groupandof the Bankfor thefinancialyearended30 June2018

The financial statementsare preparedon a going concernbasis and the Directors have ensuredthat proper
accountingecordsarekeptsoasto enablethe preparatiorof the financial statementsvith reasonablaccuracy



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Directors' report
for the financial year ended 30 June 2018 (continued)

Statements of Directors' Responsibility

The Directorsalsohaveoverallresponsibilitiesfor taking suchstepsasarereasonablypento themto safeguard
the assetsof the Group and of the Bank and for the implementationand continued operation of adequate
accountingand internal control systemsfor the preventionand detectionof fraud and otherirregularities The
systemof internal controlsis designedto provide reasonableand not absoluteassurancdor acheivingcertain
internalcontrolstandardsndhelpsthe Groupandthe Bank manageherisk of failure to achievebusiness

The Statemenby Directorspursuanto Section251 of the CompaniedAct 2016is setouton pagel46.

Directors' interests

Noneof the Directorsholding office at the endof the financial yearendhadanybeneficialinterestin the ordinary
shares/option®f the Bank and/or its related corporationsduring the financial year ended30 June 2018 as
recordedin the Registerof Directors' Shareholdingkept by the Bank under Section59 of the CompaniesAct
2016 exceptfor Mr Tan Kong Khoon whoseinterestsare disclosedin the Directors'Reportof the immediate
holdingcompanyasprovidedfor underSection59 of the Companie#ict 2016

Directors' benefits

Sincethe end of the previousfinancial year, noneof the Directorsof the Bank receivedor becameentitled to
receiveany benefits(otherthanthe benefitincludedin the aggregat@mountof remunerationreceivedor dueand
receivableby the Directorsasshownin thefinancial statement®r the fixed salaryof a full -time employeeof the
Bank or of relatedcorporations)y reasonof a contractmadeby the Bank or its relatedcorporationswith the
Director or with a firm of which the Director is a member,or with a companyin which the Director hasa
substantiafinancialinterest

Neither at the end of the financial year, nor at any time during the financial year, did there subsistany other
arrangementt which the Bankis a party, with the objector objectsof enablingDirectorsof the Bankto acquire
benefitsbhy meansof theacquisitionof sharesn, or debenturesf the Bank or any otherbody corporate

During thefinancial year,Directors& Officersof the BankarecoveredundertheD i r e c&tOd rf s dciadilitys ¢
Insurancein respectof liabilities arisingfrom actscommittedin their respectivecapacityas, inter alia, Directors
& Officers of the Bank subjectto the termsof the policy. The total amountof premiumfor theDi r e c&
Of f i ldabilitysldsurancevaspaidby theintermediaténoldingcompanyHonglLeongCapitalBerhad

Share capita

During the financial year,therewasno issuanceof new ordinarysharesAs at 30 June2018 theissuedandpaid
up sharecapitalof the Companycompriseof 165000000 ordinaryshares

Thenew Companiedct 2016 ("New Act"), which cameinto effecton 31 January2017, abolishedthe conceptof
authorisedsharecapital and par value of sharecapital Consequentlyany amountstandingto the credit of the
sharepremiumaccountof RM87,950000 becomespart of the Bank's sharecapital pursuantto the transitional
provisionssetout in Section6182) of the New Act. Notwithstandingthis provision, the Bank may within 24
monthsfrom the commencementf the New Act, usethe amountstandingto the credit of its sharepremium
accountof RM87,950000for the purposesssetoutin Section618(4) of the New Act. Thereis noimpacton the
numbersof ordinarysharesn issueor therelativeentitlemeniof any of the membersasaresultof this transition



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Directors' report
for the financial year ended 30 June 2018 (continued)

Corporate Governance

CorporateGovernances the processandstructureusedto directandmanagehe businessandaffairs of the Bank
towardsenhancingbusinesgrosperityand corporateaccountabilitywith the ultimate objectiveof realisinglong
termshareholdevalue,whilst takinginto accounttheinterestsof otherstakeholders

TheBoardalsoreviewedthe mannetin which the Bank NegaraMalaysia("BNM") policy documenbon Corporate
Governancg"BNM CG") is appliedin the Group,whereapplicable assetout below.

A

Board of Directors (ABoardo)
Roles and Responsibilities of the Board

The Boardassumesesponsibilityfor effectivestewardshimndcontrol of the Bankandhasestablishederms
of referencq"TOR") to assistin thedischargeof this responsibility

In dischargingits responsibilitiesthe Board hasestablishedunctionswhich arereservedor the Boardand
thosewhich aredelegatedo managementThe key rolesandresponsibilitiesof the Boardaresetout in the
Board Charter,which waslastreviewedby the Boardin SeptembeR017 andwill be periodicallyreviewed
The key roles and responsibilitiesof the Board broadly covers formulation of corporatepolicies and
strategies overseeingand evaluatingthe conductof the B a n lbusisessesidentifying principal risks and
ensuringtheimplementatiorof appropriatesystemso managehoserisks andreviewingandapprovingkey
matterssuchasfinancial results,investmentsand divestmentsacquisitionsand disposalsand major capital
expenditureandsuchotherresponsibilitieghat arerequiredof themby BNM asspecifiedin guidelinesand
circularsissuedoy BNM from time to time.

The dayto-day busines=f the Bank is managedy the Group ManagingDirector/ChiefExecutiveOfficer
( AGMD/ Onh®@is 3ssistecby the managementeam The GMD/CEO and his managementeam are
accountableo the Board for the performanceof the Bank In addition, the Board has establishedBoard
Committeeswhich operatewithin clearly definedTOR primarily to supportthe Boardin the executionof its
dutiesandresponsibilities

To dischargeits oversight roles and responsibilities more effectively, the Board has delegatedthe
independentoversight over, inter alia, internal and external audit function, internal controls and risk
managemento the Board Audit and Risk ManagementCommittee( fi B A R MThe Nomination and
RemuneratiorCommittee( A N R i8 de)egatedhe authorityto, inter alia, assesandreview Board, Board
Committeesand GMD/CEO appointmentsand re-appointmentsand oversee managementsuccessior
planning Although the Board hasgrantedsuchauthority to Board Committeesthe ultimate responsibility
andthefinal decisionrestwith the Board The chairmenof Board Committeegeportto the Boardon matters
dealtwith at their respectiveBoard Committeemeetings Minutes of Board Committeemeetingsare also
tabledat Boardmeetings

Thereis a clear division of responsibilitiesbetweenthe Chairmanof the Board and the GMD/CEQ. This
division of responsibilitiedetweerthe Chairmanandthe GMD/CEQO ensuresnappropriatéalanceof roles,
responsibilitiesandaccountability

The Chairmanleadsthe Boardandensurests smoothandeffectivefunctioning



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Directors' report
for the financial year ended 30 June 2018 (continued)

Corporate Governance(continued)

A

Board of Directors (continued)
Roles and Responsibilities of the Boar@continued)

The GMD/CEO is responsiblefor formulating the vision and recommendingpolicies and the strategic
directionof the Bank for approvalby the Board,implementingthe decisionsof the Board,initiating business
ideas and corporatestrategiesto create competitive edge and enhancingshareholdemnvealth, providing

managementf the day-to-day operationf the Bankandtrackingcomplianceandbusinesgprogress

IndependentNon-Executive Directors ( fi | N E & résponsiblefor providing insights, unbiasedand
independentviews, advice and judgmentto the Board and bring impartiality to Board deliberationsand
decisionmaking Theyalsoensureeffectivechecksandbalanceon the Board Thereareno relationshipsor
circumstancethatcouldinterferewith or arelikely to affectthe exerciseof the INEDs independenjudgment
or their ability to actin the bestinterestof the Bankandits shareholders

The Boardobserveshe Codeof Ethicsfor CompanyDirectorsestablishedy the CompaniesCommissionof
Malaysia( i C C Midich is availableat C C M Gvebsiteat 6 w wssmcommyy.dn addition,the Bank also
hasa Codeof ConductandEthicsthat setsout soundprinciplesandstandard®f good practicewhich areto
be observedby the employees A Whistleblowing Policy has also been establishedby the Bank and it
providesa structuredchannelfor all employeesf the Bank andany other persongroviding servicesto, or
havinga businesgelationshipwith the Bank, to reportany concernsaboutanyimproperconductswrongful
actsor malpracticecommittedwithin the Bank

Board Composition

The Boardcurrentlycomprisedive (5) directors,four (4) of whom are non-executive Of the norrexecutive
directorsall areindependent

The Bankis guidedby BNM CG Policy in determiningits boardcomposition The Boardshall determinethe
appropriatesize of the Boardto enablean efficient and effective conductof Board deliberation The Board
shall have a balanceof skills and experienceto commensuratenith the complexity, size, scope and
operationsof the Bank Board membersshouldhavethe ability to commit time and effort to carry out their
dutiesandresponsibilitiesffectively.

The Board recogniseghe merits of Board diversity in addingvalue to collective skills, perspectivesand
strengthsto the Board The Board will considerappropriatetargetsin Board diversity including gender
balanceon the Board and will take the necessarymeasureso meetthesetargetsfrom time to time as
appropriate

Basedon thereviewof the Boardcompositionin July 2018 the Boardis of theview thatthe currentsizeand
compositionof the Board are appropriateand effective for the control anddirectionof the Gr o ustrdiegy
andbusinessThe compositionof the Boardalsofairly reflectstheinvestmenbf shareholderg the Bank



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Directors' report
for the financial year ended 30 June 2018 (continued)

Corporate Governance(continued)
A  Board of Directors (continued)
Il Board Meetings

The Boardmetsix (6) timesduringthefinancialyearended30 June2018with timely noticesof issuego be
discussedDetailsof attendancef eachdirectorareasfollow:

Director Attendance
YBhg Dato' Mohzani bin Abdul Wahab 6/6
Mr Tan Kong Khoon 5/6
Mr Martin Giles Manen 6/6
Mr Yong Yoong Fe 6/6
Encik Musa bin Mahmoo@ppointed on 22.03.2018) 2/2
YBhg Tan Sri Dato' Seri Khalid Ahmad bin Sulaiman 4/4

(Retired on 31.01.2018)

At the Board meetings, active deliberationsof issuesby Board membersare encouragedand such
deliberationsdecisionsand conclusionsare recordedby the CompanySecretaryaccordingly Any director
who hasan interestin the subjectmatterto be deliberatedshall execusehimself from deliberatingon the
sameduringthemeetings

IV Directors' Profile

YBHG DATO' MOHZANI BIN ABDUL WAHAB
Chairman/NorExecutiveDirector/Independent
Age 64, Male, Malaysian

YBhg Dato'Mohzanibin Abdul Wahabgraduatedn Economicdrom the University of Malaya

YBhg Dato' Mohzani was appointedto the Board of Directors of HLIB on 23 November2011 He is
presentlythe Chairmanof HLIB and a memberof the Nominationand RemuneratiorCommittee("NRC")
andthe BoardAudit andRisk Managemen€Committee("BARMC") of HLIB.

YBhg Dato'Mohzanihas33 yearsof servicein the Shell Groupandhasheld variousseniorpositionsin the
Shell Group Internationally,he had beenresponsibldor the Shell retail businessn variouscountries He
had servedas the ManagingDirector of Shell MalaysiaTrading Sdn Bhd and Shell Timur Sdn Bhd from
2001and2005respectivelyuntil his retirementat the endof 2002 He hadalsoheld variousdirectorshipsn
ShellGroupof Companies

YBhg Dato' Mohzani is also an IndependentNon-Executive Director ("INED") of BousteadPlantations
Berhadandthe Chairmanon the InvestmentPanelof LembagarabungHaji. He waspreviouslyan INED of
CelcomAxiata Berhad EON BankBhd andEONCAPIslamic Bank Berhad



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Directors' report
for the financial year ended 30 June 2018 (continued)

Corporate Governance(continued)

A

v

Board of Directors (continued)
Directors' Profile (continued)

MR TAN KONG KHOON
ExecutiveDirector/Norindependent
Age 61, Male, Singaporean

Mr Tan Kong Khoonholdsa Bachelorof BusinessAdministrationdegreefrom B i s h dnpvérssty, Canada
andis analumnusof the HarvardBusinessSchoolAdvanceManagemenProgram He is a CharteredBanker
of the AsianInstituteof CharteredBankers

Mr Tanwasappointedo the Boardof Directorsof HLIB on 1 January2017.

Mr Tanis the President& Chief ExecutiveOfficer of Hong Leong FinancialGroup Berhad("HLFG"). He

was the Group ManagingDirector/Chief Executive Officer of Hong Leong Bank Berhad( A H L f8otn)1

July 2013to 4 February2016 Prior to joining HLB, Mr Tanwasthe Group Executive,ConsumeBanking

Group of DBS Bank Ltd ( i D B fsoin)1 December2010to 15 April 2013 where he led and managed
strategyformulationandexecutionfor consumebankingglobally acrosshe DBS Group

Mr Tanbeganhis bankingcareemwith DBS in 1981 Sincethen,he hassuccessfullybuilt consumebanking
franchisesacrosamultiple marketsin Asiafor Citibank, StandardCharteredBankandANZ Bank

From March 2007 to December2009 Mr Tan was the Presidentand Chief Executive Officer of Bank of
Ayudhya, the fifth largestbankin Thailandlisted on the Thailand Stock Exchange The group businesses
includedcommercialandinvestmentanking,life andnonlife insurancestockbroking, assetmanagement
andconsumefinancesubsidiaries

Mr Tanis the Chairmanof Hong LeongCapital Berhadanda Director of HLFG andHLB, both companies
listed on the Main Market of BursaMalaysiaSecuritiesBerhad and a Director of Hong Leong Assurance
Berhad,a public company He is also the Chairmanof Hong Leong Bank (Cambodia)PLC and Chief
Controlleron the Boardof Controllersof Hong LeongBank VietnamLimited.



Hong Leong Investment Bank Berhad
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Directors' report
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Corporate Governance(continued)
A  Board of Directors (continued)
IV  Directors' Profile (continued)

MR MARTIN GILES MANEN
Non-ExecutiveDirector/Independent
Age 63, Male, Malaysian

Mr Martin Giles Manenis a CharteredAccountantanda memberof the Malaysianinstitute of Accountants
andthe Malaysianinstituteof Certified PublicAccountants

Mr Martin Manenwasappointedo the Boardof Directorsof HLIB on 30 July 2009 He is the Chairmanof
the BARMC anda memberof the NRC and Credit and Underwriting SupervisoryCommittee("CUSC") of
HLIB.

Mr Martin Manenhadservedmorethan 21 yearswith Sime Darby Groupfrom Januaryl986to July 2007,
holdingvariousseniorroles,including ExecutiveDirector, Group Tax Controller,GroupCompanySecretary
and Group FinanceDirector. During his term as Group FinanceDirector and ExecutiveDirector of Sime
Darby Berhad, he had full responsibilityfor the entire finance function within the Sime Darby Group,
encompassinginance& accountingcorporatefinance& planning,andinformationtechnology,with all of
the divisional finance directors reporting to him. He also had servedas a memberof the Malaysian
Accounting StandardsBoard, the Executive Committeeof the Internatioal Fiscal Association(Malaysian
Branch),the TaskForceon the formationof an Audit OversightBoardchairedby the SecuritiesCommission
("SC") andthe AccountingTechnicalPanelof the SC.

Mr Martin Manenis presentlyan INED and Chairmanof Audit Committeeof HeinekenMalaysiaBerhad,a
companylistedon the Main Marketof BursaMalaysiaSecuritiesBerhad Heis alsoanINED of HongLeong
MISG TakafulBerhad,a public company

MR YONG YOONG FA
Non-ExecutiveDirector/Independent
Age 61, Male, Malaysian

Mr Yong Yoong Fais a CharteredAccountantby profession He is a memberof the Malaysianinstitute of
Certified PublicAccountant{ fi C PakhdMalaysianinstituteof Accountants

Mr Yong wasappointedo the Boardof Directorsof HLIB on 15 July 2015 He is presentlythe Chairmanof
theNRC anda memberf the BARMC andthe CUSCof HLIB.

Mr Yongwasin theinvestmenbankingandstockbrokingndustryfor morethan20 yearsin merchanbanks
and securitiesfirms. He was previouslythe Chief ExecutiveOfficer of Public MerchantBank Berhadand
prior to that, the Chief OperatingOfficer/ExecutiveDirector of Dealingin PB SecuritiesSdnBhd. He also
held senior positionsin Kuala Lumpur City SecuritiesSdn Bhd, Arab-MalaysianSecuritiesSdn Bhd and
Arab-MalaysianMerchantBank Berhad
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Directors' report
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Corporate Governance(continued)
A  Board of Directors (continued)
IV  Directors' Profile (continued)

ENCIK MUSA BIN MAHMOOD
Non-ExecutiveDirector/Independent
Age 56, Male, Malaysian

Encik Musa bin Mahmood holds a Master of Business Administration and Bachelor of Sciencein
Accountingfrom IndianaStateUniversity, United Statesof America

Encik MusaMahmoodwasappointedo the Boardof Directorsof HLIB on22 March2018 Heis presently
amemberof theBARMC of HLIB.

Encik MusaMahmoodhasserved24 yearswith SC and held the position of Deputy Director of Corporate
Finance& Investment®BusinessGroupof SCfrom 2013 until his retirementin August2017. Prior to that,
he hasheld variousseniorpositionsin SC, including GeneralManager/Heaaf CorporateFinance,General
Manager/Heaaf Market Developmentand Deputy GeneralManager/Heaaf Primary Market Regulation
During his tenure with SC, he was responsiblefor various areas of capital market regulation and
developmentjncluding formulating and reviewing regulatorypolicies and guidelinesfor fund raisingsand
listings, developingand reviewing regulatory frameworksfor productsand markets,and overseeingthe
reviewof applicationgfor corporateproposalsandsecuritiesofferings

Prior to joining SC, Encik Musa Mahmoodwas attachedto an investmentbank and was involved in the
provision of corporatefinance and advisory servicesin relation to various corporateexercisesincluding
initial public offerings,fund raisings,corporaterestructuringsandacquisitionstakeoversandmergers

V  Directors' Training
TheBankrecognisesheimportanceof continuousprofessionatievelopmenandtrainingfor its Directors

The Bankis guidedbyaDi r e cTtaioing®dlicy, which coversan Induction Programmeand Continuing
ProfessionaDevelopment("CPD") for Directorsof the Bank The Induction Programmeis organisedfor
newly appointedDirectorsto assistthemto familiarise and to get acquaintedwith the B a n kdsisess,
governancerocessyolesandresponsibilitiesas Director of the Bank The CPD encompasseareasrelated
to theindustryor busines®f the Bank, governancerisk managemerandregulationghrougha combination
of coursesandconferencesA trainingbudgetis allocatedfor Directors'training programmes

The Bankregularlyorganisesn-houseprogrammesbriefingsandupdatesy its in-houseprofessionalsThe
Directorsarealsoencouragedo attendseminarsandbriefingsin orderto keepthemselvesabreaswith the
latestdevelopmentsn the businessnvironmentand to enhancetheir skills and knowledge Directorsare
keptinformedof availabletraining programme®n aregularbasis
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Corporate Governance(continued)

A

\%

Board of Directors (continued)
Directors' Training (continued)

The Bank haspreparedor the useof its directors,a Director Manualwhich highlights,amongswthers,the
major dutiesand responsibilitiesof a Director vis-a-vis variouslaws, regulationsand guidelinesgoverning
thesame

In assessinghe training needsof Directors,the Board hasdeterminedhat appropriateraining programmes
coveringmatterson corporategovernancefinance,legal, risk managementnformation technology,cyber
security, internal control and/or statutory/regulatorycompliance,be recommendedand arrangedfor the
Directorsto enhanceheir contributiongto the Board

During the financial year ended2018 the Directorsreceivedregularbriefings and updateson the Bank's

businessestrategiespperationsrisk managemenandcompliancejnternalcontrols,corporategovernance,
financeandany changego relevantlegislation,rulesandregulationsfrom in-houseprofessionalsThe Bank

alsoorganisedanin-houseprogrammeor its Directorsandseniormanagement

The Directors of the Bank have also attendedvarious programmesand forums facilitated by external
professional$n accordancevith their respectiveneedsn dischargingheir dutiesasDirectors

During the financial year ended201§ the Directors of the Bank, collectively or on their own, attended
varioustraining programmesseminarspriefingsand/orworkshopsncluding

A Bursa Malaysia & MINDA - Cybersecurity Essentialsfor Board of Directors of Capital Market
Intermediaries

FIDE FORUM : SecuritiesCommissiorDialogue: LeveragingTechnologyfor Growth

Digital Transformatiorandimpactto Businesses

KPMG - MCCG Update

KPMG - CyberSecurityAwareness

MalaysianFinancialReportingStandard4. 7 (MFRSL7) InsuranceContracts

AMLATFPUAA 2001 (Anti-Money Laundering,Anti-Terrorism Financingand Proceedsof Unlawful
Activities Act), FSA 2013 (Financial ServicesAct)/CMSA 2007 (Capital Market and ServicesAct) &
PDPA 2010 (PersonalData ProtectionAct) : Risk, Challenges& Vulnerabilities TowardsRegulatory
Compliance

SIDC - CyberSecurity: CyberProofingfor the Next Wave

BursaMalaysia- CorporateGovernancen MCCG ReportingandCorporateGovernancésuide
BursaMalaysia& PricewaterhouseCoopeiBwC)- BeyondCompliance Achieving CyberResiliency
Islamic Bankingin the 4th Industry Revolution, Compliance,Digital Innovation, Profitability and the
Way Forward- An Insider& Global Perspectives

>y I > >

> >
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Corporate Governance(continued)

A

Vi

Board of Directors (continued)
Board Audit and Risk Management Committee (AE

Thefinancialreportingandinternalcontrol systemof the Bankareoverseerby the BARMC.
Composition

TheBARMC is chairedby anindependentlirectorandcomprises

Mr Martin Giles Manen (Chairman, Independent Non-Executive Director)
YBhg Dato' Mohzani bin Abdul Wahab  (Independent Non-Executive Director)
Mr Yong Yoong Fa (Independent Non-Executive Director)
Encik Musa bin Mahmood (Independent Non-Executive Director)

(Appointed on 01.06.2018)
Secretary
Thesecretary(iesjo the BARMC arethe CompanySecretary(iesdf the Bank
Terms of Reference
External Audit

(&) To makerecommendationto the Board on the appointmentremovalandremuneratiorof the externa
auditor.

(b) To reviewthetermsof engagemenandthe audit plan prior to engaginghe externalauditorsand/orre-
appointment of the external auditor.

(c) To monitor and assesshe independencef the externalauditor, including the approval of non-audi
services by the external auditor.

(d) To review the assistance given by the officers of the Bank to the external auditor.

(e) To maintainregular,timely, openandhonestcommunicatiorwith the externalauditor,andrequiringthe
external auditor to report to the BARMC on significant matters.

() Toreviewthereportof the externalauditor,includingany significantmattersin a timely manner,andto
ensureghat managemenhastakenthe necessargorrectiveactionsto addresghe externalauditfindings
and recommendations.

(9 To review third-party opinions on the desi ¢

Financial Reporting

(@) To review the accuracyand adequacyof thec h a i r stedeméngif any) in thed i r e adpamt,
corporate governance disclosures, interim financial reports and annual financial statements.

11
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Corporate Governance(continued)

A

Vi

Board of Directors (continued)

Board Audit and Risk Managédcontinuad) Commi ttee (AE
Terms of Reference(continued)

Related Party/Connected Party Transactions

(a) To review and update the Board on any related party transactions that may arise within the Banl

(b) To review and recommendfor Board approval,any credit transactionsand exposurewith connecte:
parties.

(¢ To monitor compliance with the Boardds cont

Internal Audit

(&) To review and approvethe adequacyof the internal audit scope,proceduresplan, and assesshe
performance and effectiveness of the internal audit function.

(b) To review the adequacy and effectiveness of internal controls and risk management processes.

(c) To reviewreportsandsignificantfindings by Internal Audit Division, including anyfindings of internal
investigations,and to ensurethat managemenhas takenthe necessarorrectiveactionsin a timely
mannerto addressontrol weaknessesjon-compliancevith laws, regulatoryrequirementspoliciesand
other problems identified by the internal audit and other control functions.

(d) Toreviewreportsandfindingsissuedby regulatoryauthorities andto checkthatmanagementastaken
the necessargorrectiveactionsin atimely mannerto addressontrol weaknessesjon-compliancevith
laws, regulatory requirements, policies and other problems identified by the regulatory authoritie

(e) Supportthe Boardin meetingthe expectation®n Internal Audit managemerassetoutin Bank Negare
Malaysia( i B N Mawlicy descumenton Guidelineson Internal Audit Functionof Licensedinstitutions
issued on 1 July 2010.

() To decideontheappointmentremunerationappraisaltransferanddismissalof the Headof Investmen
Bank Audit, and to provide oversighton the adequacyof resourcesand remunerationof the internal
auditors.This includesregularreview to determinewhetherthe internal audit function hasappropriate
standing within the Bank to undertake its activities independently and objectively.

(g) To engageprivatelywith the Headof InvestmenBank Audit on a regularbasis(andin anycaseat least
twice annually)to providethe opportunityfor the Headof InvestmenBank Audit to discussssuedaced
by the internal audit function.

(h) To review the Audit Charter and recommend for Board approval.

(i) Other audit functions as may be agreed to by the BARMC and the Board.

12
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Company no: 10209-W
(Incorporated in Malaysia)

Directors' report
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Corporate Governance(continued)

A

Vi

Board of Directors (continued)
Board Audit and Risk Managédcontinuad) Commi ttee (AE

Terms of Reference(continued)
Risk Management

(@) To review ma n a g e naetinitie®irs managing principal risks such as credit, market, liquidity,
operational, compliance and IT risks and the risk management process.

(b) To review management's reporting to the Board on measures taken to:
(i) Identify and examine principal risks faced by the Bank.
(i) Implement appropriate systems and internal controls to manage these risks.

(c) To review management'snajor risk managemenstrategies,policies and risk tolerancefor Bo a r

approval.
(d) To review management'soverall framework on Internal Capital Adequacy AssessmentProces:
(Al CAAPO), annual ri sk appetite and Capital

(e) To review management's development and effective implementation of the ICAAP.

() To review management'stresstesting governancencluding the evaluationon the capital stresstest
scenarios, parameters, key assumptions and results.

(@) To review management'periodic reportson risk appetite,risk exposure risk portfolio composition
stress testing and risk management activities.

(h) To review the adequacyand effectivenessof management'snternal controls and risk managemer
process.

(i) To review the adequacyof risk managemenfpolicies and frameworks in identifying, measuring
monitoring and controlling risk and the extent to which these are operating effectively.

() To reviewrisk managemerfunction'sinfrastructureresourcegndsystemsandthatthe staff responsibl
for implementingrisk managemersystemsperformthosedutiesindependentlyf theB a n kisk aking
activities.

(k) To receive reports from pertinent management committee.

() To review management'snplementatiorof risk managemenassetoutin BNM's policy documenton
Risk Governance,Approachesto Regulating and Supervising Financial Group and Corporate
Governance.

(m) To review and adviseon the appointmentremunerationfremovaland redeploymenbf the Chief Risk
of ficer (ACROO0) .

(n) Toengageprivatelywith the CRO on aregularbasis(andin anycaseat leasttwice annually)to provide
the opportunity for the CRO to discuss issues faced by the risk management function.

(o) Toreviewmanagement®nplementatiorof the remuneratiorsystemon whetherincentivesprovidedby
theremuneratiorsystemtakeinto consideratiorrisks, capital, liquidity andthe likelihood andtiming of
earnings, without prejudice to the tasks of the Board Remuneration Committee.

(p) Other risk management functions as may be agreed to by the BARMC and the Board.
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Hong Leong Investment Bank Berhad
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Directors' report
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Corporate Governance(continued)

A

Vi

Board of Directors (continued)

Board Audit and Risk Managédcontinuad) Commi ttee (AE

Compliance

(a) To assist the Board in the oversight of the management of compliance risk by:

(b)

()

(i) reviewing compliance policies and overseeing management's implementation of the same.

(i) reviewingthe establishmenbf the compliancefunction and the position of the Chief Compliance
Officer/Headof Compliance( fi C C @ &@nsurethe compliancefunction and CCO are provided
with appropriate standing, authority and independence.

(i) discussingand deliberatingcomplianceissuesregularly and ensuringsuch issuesare resolvec
effectively and expeditiously.

(iv) reviewingannuallythe effectivenes®f the B a n lkow@rall managemendf compliancerisk, having
regard to the assessments of senior management and internal audit and interactions with th

(v) updatingthe Board on significantcompliancematters,including providing its views on (i) to (iv)
above.

In relation to the role of the CCO, supportthe Board in meetingthe expectationson compliance

management as set out in BNM's policy document on Compliance by:-

(i) Reviewing and advising on the appointment, remuneration, removal and redeployment of th

(i) Ensuringthat CCO hassufficientstatureto allow for effectiveengagemenuith the Chief Executive
Of ficer (ACEOO0O) and other members of seni

(iif) Engagingprivately with the CCO on a regularbasis(andin any caseat leasttwice annually)to
provide the opportunity for the CCO to discuss issues faced by the compliance function.

(iv) Ensuring that the CCO is supported with sufficient resources to perform his duties effectivel

(v) WhereCCOalsocarriesout responsibilitiesn respecof othercontrolfunctions,the BARMC shall
be satisfiedthat a soundoverall control environmenwill not be compromisedy the combinatior
of responsibilities performed by the CCO.

Other compliance functions as may be agreed to by the BARMC and the Board.

Authority

The BARMC is authorisedy the Boardto reviewanyactivity of the Bankwithin its termsof referencelt is
authorisedto seek any information it requiresfrom any Director or member of managementnd all
employees are directed to co-operate with any request made by the BARMC.

The BARMC is authorisedby the Board to obtain independentiegal or other professionaladvice if it
considers necessary.
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A

VI

Board of Directors (continued)

Board Audit and Risk Managdcontimnued Commi ttee (AE
Meetings

The BARMC meetsat leastfour (4) timesa yearandadditionalmeetingsmay be calledat anytime asand
whennecessaryAll meetinggo reviewthe quarterlyreportsandannualfinancial statementsreheld prior to
such quarterly reports and annual financial statements being presented to the Board for approval.

The GroupManagingDirector, Chief ExecutiveOfficer, Chief Risk Officer, Chief ComplianceOfficer, Head
of InvestmentBank Audit, Chief Financial Officer, other seniormanagemenand externalauditorsmay be
invited to attend the BARMC meetings, whenever required.

At leasttwice a year,the BARMC will haveseparatesessionsvith the externalauditorswithout the presenc:
of Executive Directors and management.

Issuesraised, discussionsdeliberations,decisionsand conclusionsmade at the BARMC meetingsare
recordedin the minutesof the BARMC meetings.Wherethe BARMC is consideringa matterin which a
BARMC memberhasan interest,suchmembershall abstainfrom reviewinganddeliberatingon the subjec
matter.

Two (2) members of the BARMC, who shall be independent and non-executive, shall constitute a qt

After eachBARMC meeting,the BARMC shall report and updatethe Board on significant issuesand
concerns discussed during the BARMC meetings and where appropriate, make the necessar
recommendations to the Board.

Activities
The BARMC carried out its duties in accordance with its terms of reference.

During thefinancial yearended30 June2018 four (4) BARMC meetingsnvereheld andthe attendancef the
Memberswasasfollows:-

Member Attendance
Mr Martin Giles Maner 4/4
YBhg Dato' Mohzani bin Abdul Wahab 4/4
Mr Yong Yoong Fa 4/4

Encik Musa bin Mahmoodwas appointedas a memberof BARMC on 1 June2018 and there were no
meetingsheldduringthe periodEncik Musabin Mahmoodheld office.
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Board of Directors (continued)
Board Audit and Risk Managédcontinuad) Commi ttee (AE
Activities (continued)

The BARMC reviewedthe quarterlyreportsand annualfinancial statement®f the Bank. The BARMC met
with the externalauditorsand discussedhe natureand scopeof the audit, consideredsignificantchangesn
accountingand auditing issues, reviewed the managementetter and management'sesponse examinec
pertinentissueswhich hadsignificantimpacton the resultsof the Bank anddiscussedpplicableaccounting
and auditing standards. The BARMC also reviewed the internal auditors' audit findings and
recommendations as well as Bank Negara Malaysia's Examination Reports on the Bank.

In addition, the BARMC reviewedthe adequacyand integrity of internal control systems,including risk
managemengand relevantmanagementnformation system.It also reviewedthe processput in place to

identify, evaluate and manage the significant risks encountered by the Bank.

The BARMC reviewed various related party transactions carried out by the Bank.

Nomi nati on and Remuneration Committee (ANRCO)
Composition

TheNRC s chairedby anindependentlirectorandcomprises

Mr Yong Yoong F (Chairman, Independent Non-Executive Director)

(Appointed as Chairman on 27.2.2018)
YBhg Dato' Mohzani bin Abdul Wahab  (Independent Non-Executive Director)

Mr Martin Giles Manen (Independent Non-Executive Director)

YBhg Tan Sri Dat o006 (Nadindepaddert Nan-tExedutivenirdctor)
bin Sulaiman (Retired on 31.1.2018)

Secretary

The Secretarie®f the Bank or suchotherpersonasnominatedby the Boardwill bethe Secretary(iesdf the
NRC.
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Vi

Board of Directors (continued)

Nomi nati on and Remuner a(tontoued) Commi ttee (ANRCO)
Responsibilities

The nomination responsibilities of NRC are as follows:

(a) Supportthe Boardin carrying out its functionsin the following mattersconcerningthe board, senior
management and company secretary(ies):
(i) appointments and removals;
(i) composition;
(iif) performance evaluation and development; and
(iv) fit and proper assessments.

(b) Recommendo the Board the minimum criteria and skill setsfor appointmentgo the Board, Board
Committees and for the position of Chief Executive Officer.

(c) Reviewandrecommendo the Boardall Board and Board Committeesappointmentsye-appointment
and removals including of the Chief Executive Officer.

(d) Reviewannuallythe overall compositionof the Boardin termsof the appropriatesizeandskills, andthe
balancebetweenexecutive directors, non-executivedirectors and independentirectors,and mix of
skills and other core competencies required.

(e) Assessannuallythe performanceandeffectivenes®f the Board,Board Committeesandeachindividual
director.

(N Oversedhe appointmentmanagementf successiomplanningandperformanceevaluationof key senior
managementfficersandrecommendheir removalif theyarefoundineffective, errantandnegligentin
discharging their responsibilities.

(g) Ensure that the Board receives an appropriate continuous training programme.

The remuneration responsibilities of NRC are as follows:

(a) Recommend to the Board the framework and policies governing the remuneration of the:
A Directors;
A Chief Executive Officer:
A Senior management of ficer s; and
A Other material risk takers

(b) Review and recommendto the Board for approvalthe specific remunerationpackagesof executive
directors and the Chief Executive Officer.

(c) Review and recommend to the Board for approval the remuneration of senior management offic
other material risk takers.
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VI Nomi nati on and Remuner a(tontoued) Commi ttee (ANRCO)

During the financial yearended30 June2018 four (4) NRC meetingswere held andthe attendancef the
membersvasasfollows:

Member Attendance
Mr Yong Yoong Fa (Chairman) 1/1
(Appointed as Chairman on 27.02.2018)

YBhg Dato' Mohzani bin Abdul Wahab 4/4

Mr Martin Giles Manen 4/4

YBhg Tan Sri Datod Seri Khalid Ahnm8d bin Sul a
(Retired on 31.01.2018)

The NRC reviewedthe membershipof the Board, the professionalqualifications and experienceof the
directorsand was satisfiedthat the Board compositionin termsof size,the balancebetweenexecutive non
executiveandindependendirectorsandmix of skills wasadequateThe NRC alsoreviewedthe performance
of the Board againstits termsof referenceandwas satisfiedthat the Board was competentand effectivein
dischargingts functions

The Group's remunerationschemefor executive directorsis linked to performance,service seniority,
experiencendscopeof responsibilityandis periodicallybenchmarkedo market/industrysurveysconducted
by humanresourceconsultantsPerformanceés measuredgainstprofits andtargetssetin the Group'sannual
planandbudget

Thelevel of remuneratiorof nonexecutivedirectorsreflectsthe level of responsibilitiesindertakerby them

The feesof Directorsarerecommendeénd endorsecby the Board for approvalby the shareholdeof the
Bankatits AGM.

Remuneration

Hong LeongInvestmentBank adoptsHong LeongG r o utgad compensatiophilosophywhich promotes
high performing culture, alignment of corporatevalues and vertical and horizontal equity. The key
principlesareto achievesustainability partnershigor succesgndrewardfor contributions

The strategies are to:

1) recognise, attract and retain talents;

2 embrace groupb6bs values and progressive cul
3) promote prudent riskaking and longerm stability.

Under the total compensatiorframework,HLIB is constantlyfocusingon balancedand right pay mix to
achievethe desiredlong term businesperformanceThe total compensatiotfirameworkincludesbasepay,
fixed allowance, performancebasedvariable pay, salesincentive, long term incentives, benefits and
employeedevelopment
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A Board of Directors (continued)

VI Nomi nati on and Remuner a(tontoued) Commi ttee (ANRCO)
Remuneration (continued)

Therewardsframeworkensureshatemployeesrepaid competitivelyagainstheindustryandtalentmarket
the Bankis operatingin; deliveredvia a combinationof cashandnon-cashelementsuchaseSOS

The Bank alsoadoptsa rigorousandrobustprocesdor settingkey performanceandicatorsthatincorporates
compliancemanagemenraspartof theKey ResultAreas(KRAS) for all critical departments

Anothercritical part of the remuneratiordelivery processs the review andapprovingstructure Eachyear,
variable remunerationpool is reviewed and approvedby Hong Leong Financial Gr o u Mahagement
Guidedby HLIB CEO, the pool will be allocatedto the businesainits andfunctionscorrespondingdo their

respectivgperformance

Remuneratiorof eachindividual is then formulatedbasedon the B a n lpérfermancethed e p ar t |
performancendindividual contribution SeniorOfficersandothermaterialriskt a k eemunératiowill be
tabledto the H L | B\reinationand RemuneratioNRC) for consideratiorand recommendatiorio the

Boardfor approval

BARMC is taskedto review Ma n a g e nirapfeménttionof the remunerationsystem on whether
remunerationprovided by the remunerationsystemtake into considerationrisks, compliance capital,
liquidity andthelikelihood andtiming of earningswithout prejudiceto thetasksof the BoardRemuneration

Committee

The remunerationof GMD/CEO, Senior Managementand other Material Risk Takersfor FYE 2018 is
shownin thetablebelow:

Senior Management and
GMD/CEO . :
Total value of remuneration awards _ other Material Risk Takers
for FYE 2018 Unrestricted | Deferred | Unrestricted | Deferred
(RM) (RM) (RM) (RM)

Fixed Remuneration
Y Cashbased 1,638,000 - 6,770,780 -

Y Shares and shatimked instruments - - - -
f Other - - - -

Variable Remuneration
Y Cashbased 2,715,372 678,844 4,479,651 323,173

Y Shares and shatmked instruments - - - -
q Other - - - -
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Corporate Governance(continued)

A

VIII

Board of Directors (continued)
Directors' remuneration

Detailsof Directors'remuneratioraresetoutin Note 33 to thefinancial statements

Independence

The Bank hasin placea policy in relation to the tenurefor IndependenDirectorsof theBank( A T e 1
P o | i undemhg Fit andProperPolicy of the Bank Pursuanto the TenurePolicy, an IndependenDirector
who hasservedon the Boardof the Bank for a periodof 9 yearscumulativelyshall submita Letter of Intent
to the NRC informing of his intentionto continuein office or to retire from the Board as an Independent
Director,upon-

a) theexpiry of histerm of office approvedby BNM; or
b) theduedatefor hisretirementby rotationpursuanto the Constitutionof the Bank

If the intention is to continuein office, the NRC shall considerbasedon the assessmentriteria and
guidelinessetout in the Fit andProperPolicy andmakethe appropriataecommendatioto the Board If the
intentionis to retire from office, an applicationshall be madeto BNM to seekclearancdan accordanceo
BNM Guidelines

The Board seeksto strike an appropriatebalancebetweentenureof service,continuity of experienceand
refreshmentof the Board Although a longer tenureof directorshipmay be perceivedas relevantto the
determinatiorof aDi r e cindependescehe Boardrecogniseshatani n d i v indepeadericshould
not be determinedsolely basedon tenureof service Further,the continuedtenureof directorshipbrings
considerablestability to the Board, and the Bank benefitsfrom Directors who have, over time, gained
valuableinsightinto the Bank, its marketandtheindustry

The independenDirectorshavedeclaredtheir independenceandthe NRC andthe Board havedetermined,
at the annualassessmentarried out, that the independentDirectors, have continuedto bring objective
judgmentto the Boarddeliberationsand decisionmaking The tenureof all the independentlirectorson the

Boarddoesnotexcee® years

Commitment

The Directorsare awareof their responsibilitiesand devotesufficienttime to carry out suchresponsibilities
Board meetingsare scheduledh yearaheadn orderto enablefull attendancet Board meetings Additional
meetingsmay be convenen anad-hoc basisasandwhennecessarywWhenappropriatediscussiorarealso
taken by way of Directors' Circular Resolutions Directors are requiredto attendat least 75% of Board
meetingsheldin eachfinancialyearpursuanto the BNM policy documenbn CorporateGovernance
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C

Commitment (continued)

All Board membersare supplied with information in a timely manner The Bank has moved towards
electronicBoard reports Board reportsare circulatedelectronicallyprior to Board and Board Committee
meetings and the reports provide, amongst others, financial and corporate information, significant
operational,financial and corporateissues,updateson the performanceof the Bankandmanager
proposalsvhich requirethe approvalof the Board

All Directorshaveaccesdo the adviceand servicesof a qualified and competentCompanySecretaryand
internalauditors All Directorsalsohaveaccesdo independenprofessionahdvice,wherenecessaryat the
B a n kexpensein consultatiorwith the Chairmanor the Chief ExecutiveOffice of the Bank

A Directorwho has,directly or indirectly, aninterestin a materialtransactioror materialarrangemenshall
not be presentat the Board meeting where the material transactionor material arrangements being
deliberatedy the Board

Accountability and Audit

The BARMC is supportedby the Internal Audit Departmentwhose principal responsibilityis to conduct
periodicauditson the internal control mattersto ensurecompliancewith systemsand/orstandardoperating
proceduref the Bank Investigationwill be madeat the requestof the Board and seniormanagemenon
specificareasof concernrwhennecessarySignificantbreachesnddeficienciesdentified arediscusseatthe
Boardmeetingswhereappropriateactionswill betaken

Financial Reporting

The Boardis responsibldor ensuringthe propermaintenancef accountingrecordsof the Bank The Board
receivegherecommendatioto adoptthe financial statementfrom the BARMC which assessethefinancial
statementsvith the assistancef the externalauditors

Internal Control
The Boardhasoverallresponsibilityfor maintaininga systemof internalcontrolswhich coversfinancialand

operationalcontrols and risk managementThis system provides reasonablebut not absoluteassurance
againsimaterialmisstatementdpssesandfraud
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Accountability and Audit (continued)

Relationship with Auditors

The appointmentof externalauditorsis recommendedby the BARMC to the Board, which determineghe
remuneratiorof the externalauditors During the financial yearunderreview, the externalauditorsmet with
theBARMC to:

A present the scope of the audit before the commencement of audit; and
A review the results of the audit as well as the management letter after the conclusion of the audit.

The external auditors met with the BARMC Memberstwice a year without the presenceof executive
directorsandthe management

Risk Management

Overview

Therisk managemenfunctionsof the Bankareundertakerby its immediateholdingcompanyHong Leong
CapitalBerhad( fi HL Cuhadejits establishedisk managemenframework To supportrisk management
at executivemanagementevel, a dedicatedcapability for monitoring, measuringand evaluatingrisk has
beenestablishedandis undertakerby the Risk ManagemenDepartmentwhich reportsto the BARMC at
HLIB andHLCB.

Overall Risk Management Framework

The Boardoverseesheimplementatiorof the risk managemernframeworkof the Bank In discharginghis
responsibility,the Board ensuresthat the Bank hasin placetheir respectiverisk managemenpolicies,
methodologiesand control limits for managemenbf key areasof risks i.e. credit, market, liquidity and
operationalisks The Board providesoversighton the properfunctioning of risk managementramework
of the Bank by undertakingperiodic review of their risk managemenprocesseso the extentpermissible
underthe regulatoryframeworkof the Bank andis also given assurancet thesereviewson the adequacy
andintegrity of the systemof internalcontrols In discharginghis oversightrole, the Boardis assistedy
the Risk ManagementDepartment,Internal Audit Departmentthe B a n KCongplianceOfficer and the
Headof Finance

The controlsbuilt into the risk managemenframeworkare not expectedo eliminateall risks of failure to
achieve businessobjectives but to provide reasonableand not absolute assuranceagainst material
misstatemendf managemenandfinancialinformationor againstfinanciallossesandfraud Referto Note
43 for furtherdetails
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Statutory information regarding the Group and the Bank

(@)

(b)

()

As at the end of the financial year

Before the financial statementf the Group and the Bank were preparedthe Directorstook reasonable
steps

A to ascertairthat properactionhadbeentakenin relationto the writing off of baddebtsandthe making
of allowancefor doubtful debtsand had satisfiedthemselveghat all known bad debtshad beenwritten
off andthatadequatallowancehadbeenmadefor doubtfuldebts and

A to ensurghatanycurrentassetsptherthandebts which wereunlikely to berealisedat their book values
in theordinarycourseof businesdiadbeenwritten downto their estimatedealisablevalues

From the end of the financial year to the date of this repo

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

A which would renderthe amountwritten off for bad debtsor the amountof the allowancefor doubtful
debtsinadequatdo any materialextent

A whichwould renderthevaluesattributedto currentassetsn thefinancial statementsnisleading and

A which had arisen which would render adherenceto the existing method of valuation of assetsor
liabilities of the Groupandthe Bank misleadingor inappropriate

(ii) In the opinion of the Directors:
A theresultsof the operationf the Groupandthe Bankfor the financial yearended30 June2018arenot

likely to be substantiallyaffectedby any item, transactionor eventof a materialand unusualnature
which hadarisenin theinterval betweernthe endof thefinancial yearandthe dateof this report and

A no contingentor otherliability hasbecomeenforceablepr is likely to becomeenforceablewithin the
period of twelve monthsafter the end of the financial year which will or may affect the ability of the
Groupandthe Bankto meettheir obligationsasandwhentheyfall due

As at the date of this report

(i) Thereare no chargeson the assetsof the Group and the Bank which had arisensincethe end of the
financialyearto securetheliabilities of anyotherperson

(if) Thereareno contingentiabilities which hadarisensincethe endof thefinancialyear

(iii) The Directorsare not awareof any circumstancesiot otherwisedealt with in the report or financial
statementsvhich would renderanyamountstatedn thefinancial statementsnisleading
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Holding and ultimate holding companies

Theimmediateholding andultimate holdingcompaniesareHLCB andHong LeongCompany(Malaysia)Berhad
respectively,both incorporatedin Malaysia HLCB is listed on the Main Market of BursaMalaysia Securities
Berhad

Subsidiaries

Detailsof subsidiariesresetoutin Note 14 to thefinancial statements

Auditors' remuneration

Detailsof a u d i ternunesafiorandthe indemnitygiven/insuranceffectedfor theauditoraresetoutin Note 31
to thefinancial statements

Auditors

The auditors,PricewaterhouseCoope.T (LLP0014401LCA & AF1146, haveexpressedheir willingnessto
acceptre-appointmenfisauditors

PricewaterhouseCooped T (LLP0014401LCA & AF1146 wasregisteredon 2 January2018 andwith effect

from that day, PricewaterhouseCoopeRLT (LLP0014401LCA & AF1146, a conventionalpartnershipwas
convertedo alimited liability partnership

This reportwasapprovedoy the Boardof Directorson 18 Septembe2018

- S

WA

: 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 Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201:
Note RM'000 RM'000 RM'000 RM'000
Assets
Cash and short-term funds 4 55,967 206,739 55,857 206,669
Clients' and brokers' balances 5 312,429 267,774 312,429 267,774
Securities purchased under resale agreements 35,126 35,123 35,126 35,123
Deposits and placements with banks
and other financial institutions 6 40,645 - 40,645 -
Financial assets at fair value through
profit or loss 7 1,223,984 1,080,680 1,223,984 1,080,680
Financial investments available-for-sale 8 1,216,214 973,149 1,215,921 972,915
Financial investments held-to-maturity 9 847,659 909,215 847,659 909,215
Loans and advances 10 227,757 236,592 227,757 236,592
Other assets 11 29,088 48,021 29,088 48,020
Derivative financial assets 23 29,351 19,916 29,351 19,916
Statutory deposits with Bank Negara Malaysia 12 52,500 58,100 52,500 58,100
Deferred tax assets 13 87,582 90,153 87,582 90,153
Investment in subsidiary companies 14 - - 200 200
Property and equipment 16 12,785 4,755 12,785 4,755
Other intangible assets 17 2,686 4,810 2,686 4,810
Goodwill 18 28,986 28,986 28,986 28,986
Total assets 4,202,759 3,964,013 4,202,556 3,963,908
Liabilities
Clientsdéd and broker sd bal289btle s 220,494 289,511 220,494
Deposits from customers 19 1,082,656 648,867 1,082,656 648,867
Deposits and placements of banks
and other financial institutions 20 2,058,960 2,247,733 2,058,960 2,247,733
Obligations on securities sold under
repurchase agreements 21 99,654 149,111 99,654 149,111
Other liabilities 22 75,277 95,599 75,306 95,678
Derivative financial liabilities 23 44,428 47,959 44,428 47,959
Provision for tax 3 - - -
Subordinated obligations 24 50,290 50,262 50,290 50,262
Total liabilities 3,700,779 3,460,025 3,700,805 3,460,104
Equity
Share capital 25 252,950 252,950 252,950 252,950
Reserves 27 249,030 251,038 248,801 250,854
Total equity 501,980 503,988 501,751 503,804
Total equity and liabilities 4,202,759 3,964,013 4,202,556 3,963,908
Commitments and contingencies 38 8,853,330 7,931,230 8,853,330 7,931,230
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Hong Leong Investment Bank Berhad
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Income Statements
for the financial year ended 30 June 2018

The Group The Bank

30.06.2018 30.06.2017 30.06.2018 30.06.201"

Note RM'000 RM'000 RM'000 RM'000

Interest income 28 153,102 148,651 153,051 148,577

Interest expense 29 (109,978) (105,859) (109,978) (105,859

Net interest income 43,124 42,792 43,073 42,718

Non-interest income 30 111,442 121,017 111,231 120,966

154,566 163,809 154,304 163,684

Overhead expenses 31 (91,954) (95,853) (91,745) (95,635)

Operating profit before allowances 62,612 67,956 62,559 68,049
Allowance for impairment losses on loans

and advances and other losses 32 (732) (68) (732) (68)

Profit before taxation 61,880 67,888 61,827 67,981

Taxation 34 (4,093) (3,054) (4,085) (3,054)

Net profit for the financial year 57,787 64,834 57,742 64,927

Earnings per share (sen)
- Basic 35 35.02 39.29 35.00 39.35
- Diluted 35 35.02 39.29 35.00 39.35
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Statements of Comprehensive Income
for the financial year ended 30 June 2018

The Group The Bank
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 57,787 64,834 57,742 64,927
Other comprehensive expense:
Items that will be reclassified
subsequently to income statements:
Net fair value changes on financial
investments available-for-sale
- Unrealised net loss on revaluation
of financial investments
available-for-sale (5,151) (665) (5,151) (665)
- Net transfer to income statements on
disposal of financial investments
available-for-sale (1,158) (4,857) (1,158) (4,857)
Income tax relating to net fair value
changes on financial investments
available-for-sale 13 1,514 1,325 1,514 1,325
Other comprehensive expense
for the financial year, net of tax (4,795) (4,197) (4,795) (4,197)
Total comprehensive income for the
financial year, net of tax 52,992 60,637 52,947 60,730
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Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Statements of changes in equity for the financial year ended 30 June 2018

The Group

At 1 July 2017

Net profit for the financial year

Other comprehensive expense, net of tax

Total comprehensive (expense)/income for the financial year
Transfer from regulatory reserve

Dividend paid

At 30 June 2018

Note

27

37

Attributable to owner of the parent

Fair
Share Regulatory value Retained
capital reserve reserve profits Total
RM'000 RM'000 RM'000 RM'000 RM'000
252,950 2,504 1,440 247,094 503,988
- - - 57,787 57,787
- - (4,795) - (4,795
- - (4,795) 57,787 52,992
- (433) - 433 -
- - - (55,000) (55,000)
252,950 2,071 (3,355) 250,314 501,980
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Hong Leong Investment Bank Berhad
Company no: 10209-W
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Statements of changes in equity for the financial year ended 30 June 2018 (continued)

Attributable to owner of the parent

Fair
Share Share Statutory Regulatory value Retained

capital  premium 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 2016 165,000 87,950 196,867 3,563 5,637 36,634 495,651
Net profit for the financial year - - - - - 64,834 64,834
Other comprehensive expense, net of tax - - - - (4,197) - (4,197
Total comprehensive (expense)/income for the financial year - - - - (4,197) 64,834 60,637
Transfer pursuant to Companies Act 2016 * 87,950 (87,950) - - - - -
Transfer from statutory reserve - - (196,867) - - 196,867 -
Transfer from regulatory reserve 27 - - - (1,059) - 1,059 -
Dividend paid 37 - - - - - (52,300) (52,300)
At 30 June 2017 252,950 - - 2,504 1,440 247,094 503,988

*

TheNew CompaniedAct 2016( i N A @t whjch cameinto operationon 31 January2017, abolishedhe conceptof authorisedsharecapitalandparvalue of sharecapital
Consequentlyanyamountstandingto credit of the sharepremiumaccountof RM87,950000becomegpartof Group'ssharecapitalpursuanto thetransitionalprovisionsset
outin Section618 (2) of the New Act. Thereis no impacton the numbersof ordinarysharesn issueor the relative entittementof any of the membersas aresultof this
transition
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Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Statements of changes in equity for the financial year ended 30 June 2018 (continued)

Non-distributable Distributable
Fair
Share Regulatory value Retained
capital reserve reserve profits Total
The Bank Note RM'000 RM'000 RM'000 RM'000 RM'000
At 1 July 2017 252,950 2,504 1,440 246,910 503,804
Net profit for the financial year - - - 57,742 57,742
Other comprehensive expense, net of tax - - (4,795) - (4,795
Total comprehensive (expense)/income for the financial year - - (4,795) 57,742 52,947
Transfer from regulatory reserve 27 - (433) - 433 -
Dividend paid 37 - - - (55,000) (55,000)
At 30 June 2018 252,950 2,071 (3,355) 250,085 501,751
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Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Statements of changes in equity for the financial year ended 30 June 2018 (continued)

Non-distributable Distributable
Fair
Share Share Statutory Regulatory value Retained
capital  premium reserve reserve reserve profits Total
The Bank Note RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
At 1 July 2016 165,000 87,950 196,867 3,563 5,637 36,357 495,374
Net profit for the financial year - - - - - 64,927 64,927
Other comprehensive expense, net of tax - - - - (4,197) - (4,197
Total comprehensive (expense)/income for the financial year - - - - (4,197) 64,927 60,730
Transfer pursuant to Companies Act 2016 * 87,950 (87,950) - - - - -
Transfer from statutory reserve - - (196,867) - - 196,867 -
Transfer from regulatory reserve 27 - - - (1,059) - 1,059 -
Dividend paid 37 - - - - - (52,300) (52,300)
At 30 June 2017 252,950 - - 2,504 1,440 246,910 503,804

* The New CompaniesAct 2016 (fiNew Acto), which cameinto operationon 31 January2017, abolishedhe conceptof authorisedsharecapitaland par value of sharecapital
Consequentlyany amountstandingto credit of the sharepremiumaccountof RM87,950000 becomegart of Bank'ssharecapital pursuanto the transitionalprovisionsset
outin Section618 (2) of the New Act. Thereis no impacton the numbersof ordinary sharesin issueor the relative entittementof any of the membersas aresultof this
transition
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Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Statements of cash flows for the financial year ended 30 June 2018

Cash flows from operating activities

Profit before taxation

Adjustments for:

Depreciation of property and equipment

Amortisation of intangible assets

Loss on liguidation of subsidiaries

Gain on disposal of property and equipment

Allowance for/(write-back of) impairment losses on
loans and advances

(Write-back of)/allowance for impairment losses
on clients' and brokers' balances

Allowance for losses on fee income receivables

Net unrealised loss on revaluation of financial
assets at fair value through profit or loss

Net unrealised gain on revaluation of derivative
financial instruments

Interest income:

- financial assets at fair value through profit or loss

- financial investments available-for-sale

- financial investments held-to-maturity

- derivative financial instruments

Interest expense:

- derivative financial instruments

- subordinated obligations

Dividends from financial assets at fair value through profit

or loss and financial investments available-for-sale

Operating loss before working capital changes

(Increase)/decrease in operating assets

Clients' and brokers' balances

Securities purchased under resale agreements

Deposits and placements with banks and other financial
institutions with original maturity of more than three

Financial assets at fair value through profit or loss

Loans and advances

Other assets

Derivative financial assets

Statutory deposits with Bank Negara Malaysia

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201:
RM'000 RM'000 RM'000 RM'000
61,880 67,888 61,827 67,981
1,693 1,604 1,691 1,604
2,664 2,657 2,664 2,651
. 7 - 4
] (121 - (121
34( (564 340 (564
(66 146 (66) 146
454 987 454 981
5,975 5,622 5,975 5,622
(12,232 (9,937 (12,232 (9,937
(37,123) (40,852 (37,123 (40,852
(39,832) (39,959 (39,832 (39,959
(32,894) (27,754 (32,894 (27,754
(8,131 (8,032 (8,131 (8,032
11,423 15,012 11,423 15,012
2,671 2,680 2,671 2,680
(3,162 (1,763 (3,153 (1,751
(108,215) (100,267) (108,206) (100,258)
(46,335)  (32,379) (46,379)  (32,277)
(44,589 (75,681 (44,589 (75,681
(3) (35,123 (3) (35,123
(40,645 (40,645 -
(147,953) 327,351 (147,953) 327,351
8,495 136,134 8,495 136,134
18,474 (3,521 18,474 (3,356
(342) 18 (342) 18
5,600 (25,700 5,600 (25,700
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Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Statements of cash flows for the financial year ended 30 June 20&®ntinued)

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.2017
Note RM'000 RM'000 RM'000 RM'000
Increase/(decrease) in operating liabilities
Clients6é and brokersd bal ang¢e $%9017 (20,673 69,017 (20,673
Deposits from customers 433,789|| (383,062 433,789(| (383,062
Deposits and placements of banks and
other financial institutions (188,773 342,963| (188,773 342,963
Obligations on securities sold under
repurchase agreements (49,457 149,111 (49,457 149,111
Other liabilities (20,322 2,335 (20,372 3,875
Cash (used in)/generated from operating activities (3,044) 381,773 (3,138) 383,580
Income tax (paid)/refund (4) 5 - -
Net cash (used in)/generated from operating activities (3,048) 381,778 (3,138) 383,580
Cash flows from investing activities
Proceeds from liquidation of subsidiaries - 157 - 157
Net purchases of financial investments available-for-sale (244,099)| (109,857) (244,040) (109,975
Net proceeds/(purchases) of financial investments
held-to-maturity 60,485|| (378,428 60,485|| (378,428
Interest received from financial assets at fair value through
profit or loss, financial investments available-for-sale,
financial investments held-to-maturity and derivatives 112,668|| 113,054 112,668|| 113,054
Interest expense paid for derivative financial instruments (12,033 (14,820 (12,033 (14,820
Dividends from financial assets at fair value through profit
or loss and financial investments available-for-sale 3,162 1,763 3,153 1,751
Proceeds from disposal of property and equipment - 189 - 189
Purchase of intangible assets (541) (2,074 (541) (2,074
Purchase of property and equipment (9,723 (853) (9,723 (853)
Net cash used in investing activities (90,081) (390,869) (90,031) (390,999)
Cash flows from financing activities
Interest paid on subordinated obligations (2,643 (2,665 (2,643 (2,665
Dividend paid (55,000 (52,300 (55,000 (52,300
Net cash used in financing activities (57,643)  (54,965) (57,643)  (54,965)
Net decrease in cash and cash equivalents (150,772)  (64,056) (150,812) (62,384)
Cash and cash equivalents at beginning of
financial year 206,739 270,795 206,669 269,053
Cash and cash equivalents at end of financial year 55,967 206,739 55,857 206,669
Cash and cash equivalents comprise:
Cash and short-term funds 4 55,967 206,739 55,857 206,669
Deposits and placements with banks and other financial
institutions 6 40,645 - 40,645 -
96,612 206,739 96,502 206,669
Less:
Deposits and placements with banks and other financial
institutions with original maturity of more than three months (40,645) - (40,645) -
55,967 206,739 55,857 206,669
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Hong Leong Investment Bank Berhad
Company no: 10209-W
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Statements of cash flows for the financial year ended 30 June 2018

Analysisof changesn liabilities arisingfrom financingactivitiesasfollows:

Cash
—> <— Non-cashchanges
The Group and the Bank changes ges —

Balance at the

beginning of Balance at the
the financial Accrued end of the
year Interest paid interest Amortisation financial year
RM'000 RM'000 RM'000 RM'000 RM'000
30.06.2018
Subordinated obligations 50,262 (2,643) 2,650 21 50,29(
30.06.2017
Subordinated obligations 50,247 (2,665) 2,650 30 50,262

34



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Summary of Significant Accounting Policies
for the financial year ended 30 June 2018

The following accountingpolicies havebeenusedconsistentlyin dealingwith itemsthat are considerednaterialin
relationto the financial statementsThesepolicies havebeenconsistentlyappliedto all the financial yearspresentec
unlessotherwisestated

1 Basis of preparation of the financial statements

The financial statement®f the Groupandthe Bank havebeenpreparedn accordanceavith MalaysianFinancial
ReportingStandardg i MF RI8térpationalFinancial ReportingStandardg fi | F B8 the requirementof
the Companie#ict 2016in Malaysia

The financial statementfiavebeenpreparedunderthe historicalcostconvention,as modified by the revaluation
of financial investmentsavailablefor-saleandfinancial assets/financidiabilities (including derivativefinancial
instrumentsht fair valuethroughprofit or loss

The preparatiorof financial statementsn conformity with MFRS requiresthe useof certaincritical accounting
estimatesand assumptionghat affect the reportedamountsof assetsand liabilities and disclosureof contingent
assetsand liabilities at the dateof the financial statementsandthe reportedamountsof revenuesand expenses
duringthereportedfinancial year. It alsorequiresDirectorsto exerciseheir judgemenin the procesf applying

the Gr o ugndtke B a n kadécsuntingpolicies Although theseestimatesand judgementare basedon the

Di r e déestkmowlédgeof currenteventsandactions,actualresultsmay differ from thoseestimatesThe area
involving higherdegreeof judgementor complexity,or areawhereassumptionsind estimatesare significantto

thefinancial statementincludesthe following:

Deferredtax asse{Note 13)

Deferredtax assetsare recognisedor unutilisedtax creditsto the extentthat it is probablethat future taxable
profits will be availableagainstwhich the tax creditscanbe utilised Ma n a g e ruegemets requiredto

determinethe amountof deferredtax assetghatcanberecognisedbaseduponthe probabilityandlevel of future
taxable profits. Managementassesshe probability of future taxable profit basedon the profit projections
approvedby Directorscoveringthreeyearperiod Managemenhasalso consideredhe estimatedgrowth ratein

capital marketand Kuala Lumpur Compositelndex ("KLCI") in deriving the profit projections Profits beyond
the three year period are extrapolatedusing the estimatedgrowth rate of 4.7% (2017 3.8%), basedon the
historical GDP growth rateof Malaysiaon perpetuabasis Managemenhasassumed percentagef probability
factorsfor taxableprofits for fourth yearandonwards

(a) Standards, amendmentsand improvements to published standards that are applicable to the Group and
the Bank and are effective

The Group and the Bank have applied the following amendmentdor the first time for the financial year
beginningon1 July 2017

w Amendments to MFRS 107 6Statement of Cash FI «
w Amendments to MFRS 112 o6lncome Taxes 1 Recogt
w Annual | mprovements to MFRSs 2014 i 2016 Cyecl

Theadoptionof the Amendmentdo MFRS 107 hasrequiredadditionaldisclosureof changesn liabilities arising
from financing activities Other than that, the adoptionof theseamendmentslid not have any impacton the
currentperiodor any prior periodandis notlikely to affectfuture periods
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Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Summary of Significant Accounting Policies
for the financial year ended 30 June 2018 (continued)

1 Basis of preparation of the financial statementgcontinued)

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

A numberof new standardsand amendmentgo standardsand interpretationsare effective for financial year
beginningafter 1 July 2017. Noneof theseis expectedo havea significanteffect on the financial statement®f
the Groupandthe Bank, exceptthe following:

w

IC Interpretation22 6 F o r @uirepeyTransactionandAdvanceC o n s i d deffexttvefronm 1bJanuary
2018 applieswhen an entity recognisesa nornrmonetaryassetor nonmonetaryliability arising from the
paymentor receiptof advanceconsiderationMFRS 121 requiresan entity to usethe exchangerate at the
0 d afithet r a n s t cetoidforaigh currencytransactions

IC Interpretation 22 provides guidance how to determined t llae of t r a n s avben ia singée
payment/receipis madeaswell asfor situationswheremultiple payments/receiptaremade

The dateof transactionis the datewhenthe paymentor receiptof advanceconsideratiorgivesrise to the
nonmonetaryassebr nonmonetanfiability whentheentity is no longerexposedo foreign exchangeisk.

If therearemultiple paymentsor receiptsin advancethe entity shoulddeterminethe dateof the transaction
for eachpaymentor receipt

An entity hasthe optionto applyIC Interpretatiorn?22 retrospectivelyor prospectively

MFRS 9 6 Fi n alnncs tarl u(effective 8odn 1 January2018 will replaceMFRS 139 6 Fi n a
InstrumentsRecognitiorandMe as ur .ement 6

Classification and measurement

MFRS 9 retainsbut simplifies the mixed measurementodelin MFRS 139 and establisheshreeprimary
measurementategoriedor financial assetsamortisedcost,fair valuethroughprofit or loss("FVTPL") and
fair valuethroughothercomprehensivéncome("OCI"). The basisof classificationdependson the entity's
businessnodelandthe cashflow characteristic®f the financial assetInvestmentsn equityinstrumentsare
alwaysmeasuredat FVTPL with anirrevocableoption at inceptionto presentchangesn fair valuein OCI
(providedthe instrumentis not held for trading) A debtinstrumentis measuredt amortisedcostonly if the
entity is holdingit to collectcontractuatashflows andthe cashflows represenprincipalandinterest

For liabilities, the standardretains most of the MFRS 139 requirements Theseinclude amortisedcost
accountingor mostfinancial liabilities, with bifurcationof embeddedlerivatives The mainchangesre

w For financial liabilities classifiedas FVTPL, the fair value changesdue to own credit risk shouldbe
recognisedlirectly to OCI. Thereis no subsequentecyclingto incomestatement
The combinedapplicationof thee n t ibtisiwégssnodel and the cashflow characteristicof the financial

assetgdo not resultin the significant changein the classificationof financial assetwhen comparedo the
existingclassificationof financialassetsn the statemenof financial positionasat 30 June2018
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Summary of Significant Accounting Policies
for the financial year ended 30 June 2018 (continued)

1 Basis of preparation of the financial statementgcontinued)

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

A numberof new standardsand amendmentdo standardsand interpretationsare effective for financial year
beginningafter 1 July 2017 Noneof theseis expectedo havea significanteffect on the financial statementsf
the Groupandthe Bank,exceptthe following: (continued)

However,the Group andthe Bank haveidentified certainfinancial investmenturrently held at available
for-sale which fail the solely for the paymentof principal and interest( A S P fdttd be reclassifiedas
FVTPL on1July2018

Certaindebtinstrumentswvhich passthe SPPItesthavebeenre-designatedrom heldto-maturityto fair value
throughOCI.

The Groupandthe Bank haveclassifiedand measureall equityinstrumentghatarenot held for tradingat
FVTPL exceptfor certainequityinstrumentsvhich havebeenidentifiedto elect,atinception,theirrevocable
optionto presentchangesn fair valuein OCI.

The Group and the Bank do not expecta significantimpact arising from the changesn classificationand
measurementf the financialassets

Therewill be no significantchangedo the Gr o ugmditle B a n ladcauntingfor financial liabilities asit
largely retainsthe MFRS 139 requirementsAll the financial liabilities, exceptfor derivativesfinancial
liabilities andfinancial liabilities designatedat FVTPL, will remainasamortisedcostastherehasnot been
significantchangen therequirementdor financialliabilities underMFRS9.

Impairment of financial assets

MFRS 9 introducesan expecteccreditlossmodelon impairmentthat replaceghe incurredlossimpairment
modelusedin MFRS 139 The expectedcreditlossmodelis forward-looking and eliminatesthe needfor a
triggereventto haveoccurredbeforecreditlossesarerecognised

The new impairmentmodel requiresthe recognitionof impairmentallowancesbasedon expectedcredit
losses("ECL") ratherthanonly incurredcreditlossesasis the caseunderMFRS 139 It appliesto financial
assetslassifiedat amortisedcost, debtinstrumentsmeasuredat fair value throughOCI, leasereceivables
loancommitmentsfinancialguaranteeontractsandotherloancommitments

Under MFRS 9, impairmentwill be measuredn eachreportingdate accordingto a threestageexpectec
creditlossimpairmentmodel

A Stagel i from initial recognitionof a financial assetdo the dateon which the creditrisk of the assethas
increasedsignificantly relativeto its initial recognition,a lossallowanceis recognisecequalto the credit
lossesexpectedo resultfrom defaultsoccurringoverthe next12 months(12-monthECL).

A Stage2 i following a significantincreasen creditrisk relativeto the initial recognitionof the financial

assetsa loss allowanceis recognisedequalto the credit lossesexpectedover the remaininglife of the
financialasse(Lifetime ECL).
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Summary of Significant Accounting Policies
for the financial year ended 30 June 2018 (continued)

1 Basis of preparation of the financial statementgcontinued)

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

A numberof new standardsand amendmentdo standardsand interpretationsare effective for financial year
beginningafter 1 July 2017 Noneof theseis expectedo havea significanteffect on the financial statementsf
the Groupandthe Bank,exceptthe following: (continued)

A Stage3i Whenafinancialasseis consideredo be creditimpaired,alossallowanceequalto full lifetime
expectedtreditlosseds to berecognisedLifetime ECL).

As all financial assetswithin the scopeof MFRS 9 impairmentmodelwill be assessetbr at least12-month
ECL, andthe populationof financial assetgo which full lifetime ECL appliesis largerthanthe populationof
impairedloansfor which thereis objectiveevidenceof impairmentin accordancavith MFRS 139, the total
allowancefor creditlossesis expectedo increaseunderMFRS 9 relative to the allowancefor creditlosses
underMFRS 139,

In addition,changesn the requiredcreditlossallowance ncludingthe impactof movementbetweenStage
1 (12-month ECL) and Stage?2 (lifetime ECL) andthe applicationof forward looking information, will be
recordedn incomestatementallowancefor creditlosseswill bemorevolatile underMFRS 9.

The assessmentf credit risk andthe estimationof ECL are requiredto be unbiased probability-weighted
andshouldincorporateall availableinformationwhich is relevantto the assessmenincluding information
aboutpastevents currentconditionsandreasonablendsupportabldorecastof future eventsandeconomic
conditionsat the reportingdate In addition, the estimationof ECL shouldalso take into accountthe time
valueof money

Hedgeaccounting

Under MFRS 9, the generalhedgeaccountingrequirementsave beensimplified for hedgeeffectivenes:
testingand permithedgeaccountingo be appliedto a greatervariety of hedginginstrumentsandrisks The
Group and the Bank do not expecta significantimpact arising from the changesn the hedgeaccounting
requirements

Disclosure

The new standardalsointroducesexpandedlisclosurerequirementsand changesn presentationTheseare
expectedto changethe nature and extent of the Group and the Bank's disclosuresabout its financial
instrumentgarticularlyin the yearof the adoptionof the new standard

The Group and the Bank will apply the new rules retrospectivelyfrom 1 July 2018 with the practical
expedientpermittedunderthe standardComparativesor 2018will notberestated

The Groupandthe Bank aresitill in the midst of finalising the financialimpactin relationto the adoptionof
MFRS 9. Basedon the preliminary assessmentandertakento-date, the Group and the Bank expectan
increasein the allowancefor impairmenton loans, advancesand financing under the new impairment
requirementsyvhich will resultin a reductionin the Gr o ugmdtte B a n logesingretainedprofits and
overallcapitalpositionsasof 1 July 2018
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Hong Leong Investment Bank Berhad
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Summary of Significant Accounting Policies
for the financial year ended 30 June 2018 (continued)

1 Basis of preparation of the financial statementgcontinued)

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

A numberof new standardsand amendmentdo standardsand interpretationsare effective for financial year
beginningafter 1 July 2017 Noneof theseis expectedo havea significanteffect on the financial statement®f
the Groupandthe Bank, exceptthe following: (continued)

w MFRS 150 R e v dranucentractswith ¢ u s t o (effectise iom 1 January2018 replacesMFRS 118
0 Rev eandMERS 1116 Con st ¢ et raroeelkatediterpretationsThe coreprinciplein MFRS
15is thatan entity recognisesevenuedo depictthetransferof promisedgoodsor servicego the customeiin
an amountthat reflectsthe consideratiorto which the entity expectsto be entitled in exchangefor those
goodsor services

Revenuss recognisedvhena customerobtainscontrol of goodsor servicesj.e. whenthe customethasthe
ability to directthe useof andobtainthe benefitsfrom the goodsor services

A newfive-stepprocesss appliedbeforerevenuecanberecognised

A dentify contractswith customers

A Identify the separateerformancebligations

A Determinethetransactiorprice of the contract

A Allocatethetransactiorpriceto eachof the separatgerformancebligations and
A Recogniseherevenueaseachperformancebligationis satisfied

Key provisionsof the newstandarcareasfollows:

A Any bundledgoodsor servicesthat are distinct must be separatelyrecognisedand any discountsor
rebateson the contractprice mustgenerallybe allocatedto the separatelements

A If the considerationvaries (such as for incentives,rebates performancefees, royalties, successof an
outcomeetc), minimum amountsof revenuemust be recognisedf they are not at significant risk of
reversal

A The point at which revenueis able to be recognisedmay shift: some revenuewhich is currently
recognisedat a pointin time atthe endof a contractmayhaveto be recogniseaverthe contracttermand
viceversa

A There are new specific rules on licenses,warranties,nonrefundableupfront fees, and consignment
arrangementgp nameafew.

A As with anynewstandardtherearealsoincreasedlisclosures

The Groupandthe Bankarein the procesf finalising thefinancialimplicationarisingfrom the adoptionof
this newstandarcandexpectao significantimpactto thefeesandotherincomefor the Groupandthe Bank

W MFRS 16 6 L e a &féestide from 1 January2019 supersedesMFRS 117 6 L e a and thé related
interpretations

UnderMFRS 16, aleaseis a contract(or part of a contract)that conveysthe right to control the useof an
identifiedassefor a periodof timein exchangdor consideration

MFRS 16 eliminatesthe classificationof leasesby the lesseeas eitherfinanceleaseqon balancesheet)or
operating leases(off balancesheet) MFRS 16 requiresa lesseeto recognisea A r i-af-tn ¢ eofothe
underlyingassetandaleasdiability reflectingfutureleasepaymentfor mostleases
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Hong Leong Investment Bank Berhad
Company no: 10209-W
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Summary of Significant Accounting Policies
for the financial year ended 30 June 2018 (continued)

1 Basis of preparation of the financial statementgcontinued)

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

A numberof new standardsand amendmentdo standardsand interpretationsare effective for financial year
beginningafter 1 July 2017 Noneof theseis expectedo havea significanteffect on the financial statement®f
the Groupandthe Bank, exceptthe following: (continued)

The right-of-use assetis depreciatedn accordancewith the principle in MFRS 116 6 P r o pPéant ang
E g ui p andtheteésdiability is accretedvertime with interestexpensaecognisedn incomestatement

For lessorsMFRS 16 retainsmostof the requirementsn MFRS 117. Lessorscontinueto classifyall leases
aseitheroperatingeasesr financeleasesandaccountfor themdifferently.

® IC Interpretatior236 U n ¢ e rovedricameTaxT r e a t fefectived danuary2019 providesguidance
on how to recogniseand measuredeferredand currentincome tax assetsand liabilities where there is
uncertaintyoveratax treatment

If anentity concludeghatit is not probablethat the tax treatmenwill be acceptedy the tax authority,the
effect of the tax uncertaintyshouldbe includedin the period when suchdeterminationis made An entity
shallmeasureghe effectof uncertaintyusingthe methodwhich bestpredictsthe resolutionof the uncertainty

IC Interpretatior23 will beappliedretrospectively

« Amendmentsto MFRS 9 6 P r e p afgatureswith negativec o mp e n Jedféctive InJanuary2019
allow companieso measuresomeprepayabldinancial assetsvith negativecompensatiomt amortisedcost
Negative compensatiorariseswhere the contractualterms permit the borrowerto prepaythe instrument
before its contractualmaturity, but the prepaymentamountcould be less than the unpaid amountsof
principal and interest To qualify for amortisedcost measurementthe negative compensatiormust be
reasonableompensatiorior early terminationof the contract,and the assetmustbe held within a 'held to
collect'businessnodel

Theamendmentsvill be appliedretrospectively

® Annuallmprovementdo MFRSs20151 2017Cycle

w Amendmentso MFRS3 6 Bu s iCroend § n deffactivefrend 1 January2019 clarify thatwhena
party obtainscontrolof a businesghatis ajoint operationthe acquirershouldaccounthetransactioras
a businessombinationachievedn stagesAccordinglyit shouldremeasuréts previouslyheldinterest
in the joint operation(rights to the assetsand obligations for the liabilities) at fair value on the
acquisitiondate
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Hong Leong Investment Bank Berhad
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Summary of Significant Accounting Policies
for the financial year ended 30 June 2018 (continued)

1 Basis of preparation of the financial statementgcontinued)

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

A numberof new standardsand amendmentso standardsand interpretationsare effective for financial year
beginningafter 1 July 2017 Noneof theseis expectedo havea significanteffect on the financial statement®f
the Groupandthe Bank, exceptthe following: (continued)

w Annuallmprovementdo MFRSs2015i 2017Cycle (continued)

w Amendmentdo MFRS 1126 | n cToane éBebtivefrom 1 January2019 clarify that whereincome
tax consequencesf dividendson financial instrumentsclassified as equity is recognised(either in
income statementpther comprehensivéncomeor equity) dependon wherethe pasttransactionghat
generatedlistributableprofits were recognised Accordingly, the tax consequenceare recognisedn
income statementvhen an entity determinegpaymentson suchinstrumentsare distribution of profits
(thatis, dividends) Tax on dividend shouldnot be recognisedn equity merely on the basisthat it is
relatedto a distributionto owners

® Amendmentso MFRS 1236 Bo r r € w s (efiectivefrom 1 January2019 clarify thatif a specific
borrowingremainsoutstandingafter the relatedqualifying assetis readyfor its intendeduseor sale, it
becomegpartof generalborrowings

None of the standardsamendmentsand interpretationsthat are effective for the respectivefinancial yearsis
expectedo havea significanteffect on the financial statementsf the Groupandthe Bank, exceptfor MFRS9.

The Group and the Bank are in the midst of finalising the financial impact arising from the requirementsof
MFRS 9 as it introducessignificant changesin the way the Group and the Bank accountfor financial
instruments Due to the high degreeof complexity of this accountingstandardand its proposedchangesthe
financial effectsof its adoptionarestill beingassessedndfinalisedby the Groupandthe Bank

2 Summary of significant accounting policies
A Consolidation
(i) Subsidiaries

Subsidiariesareall entities(including structuredentities)over which the Group hascontrol The Group
controlsan entity whenthe Groupis exposedo, or hasrights to, variablereturnsfrom its involvement
with the entity andhasthe ability to affectthosereturnsthroughits powerto directthe relevantactivities
of the entity. Subsidiariesare fully consolidatedfrom the date on which control is transferredto the
Group Theyaredeconsolidatefrom the datethatcontrolceases

Theconsolidatedinancial statementsncludethe financial statementsf the Bankandall its subsidiaries

asatthe endof thereportingperiod Thefinancial statementsf the subsidiariesarepreparedn thesame
reportingdateasthe Bank
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2 Summary of significant accounting policiegcontinued)
A Consolidation (continued)
(i) Subsidiaries(continued)

The Group appliesthe acquisitionmethodto accountfor businesscombinations The consideratior
transferredfor the acquisitionof a subsidiaryis the fair valuesof the assetdransferredthe liabilities

incurred to the former owners of the acquireeand the equity interestsissued by the Group The
considerationtransferredincludesthe fair value of any assetor liability resultingfrom a contingent
consideratiorarrangemenandfair valueof anypre-existingequityinterestin the subsidiary Identifiable
assetsacquiredand liabilities and contingentliabilities assumedn a businesscombinationare, with

limited exceptionsmeasurednitially at their fair valuesat the acquisitiondate The Group recognises
any nonrcontrollinginterestin the acquireeon an acquisitionby-acquisitionbasis,eitherat fair valueor

atthenon-controllingi n t e prepsrtiodasshareof the recognisecamountsof a ¢ g u iidergifealdles
netassets

The excessof the consideratiortransferredthe amountof any nornrcontrolling interestin the acquiree
andthe acquisitiondatefair value of any previousequity interestin the acquireeover the fair value of
the identifiable net assetsacquiredis recognisedas goodwill. If the total of considerationtransferred,
nortcontrolling interestrecognisedand previouslyheld interestmeasureds lessthanthe fair value of
the net assetof the subsidiaryacquiredin the caseof a bargainpurchasethe differenceis recognisec
directly in theincomestatements

The Groupappliespredecessasiccountingo accountfor businescombinationsundercommoncontrol

Underthe predecessoaccountingassetsand liabilities acquiredare not restatedo their respectivefair

valuesbut at the carryingamountsfrom the consolidatedinancial statementf the ultimate holding
companyof the Groupandadjustedto conformwith the accountingooliciesadoptedby the Group The
difference betweenany considerationgiven and the aggregatecarrying amountsof the assetsand
liabilities (at the dateof the transaction)f the acquiredentity is recordedas an adjustmento retained
earnings No additionalgoodwill is recognisedAcquisitionrelatedcostsare expensedsincurred The
acquiredentity's results, assetsand liabilities are consolidatedfrom the date on which the business
combinationbetweenentitiesundercommoncontrol occurred Consequentlythe consolidatedinancial

statementslo not reflect the resultsof the acquiredentity for the periodbeforethe transactioroccurred
andthe correspondingmountdor the previousyeararealsonot restated

Acquisitionrelatedcostsareexpenseasincurred

If the businesscombinationis achievedin stagesthe carryingvalue of thea ¢ q u iprevaousiybeld
equity interestin the acquireeis remeasuredo fair value at the acquisitiondate,any gainsor losses
arisingfrom suchre-measuremerdrerecognisedn incomestatement

Any contingentconsideratiorio be transferredy the Groupis recognisedt fair valueat the acquisition
date Subsequenthangego the fair value of the contingentconsideratiorthatis deemedo be an asset
or liability is recognisedn accordanceavith MFRS 139 in incomestatementContingentconsideratior
that is classifiedas equity is not remeasuredand its subsequensettlementis accountedfor within
equity.

42



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Summary of Significant Accounting Policies
for the financial year ended 30 June 2018 (continued)

2 Summary of significant accounting policiegcontinued)

A Consolidation (continued)

(i)

(ii)

(iii)

(iv)

Subsidiaries(continued)

Inter-companytransactionspalancesunrealisedgains on transactionsbetweengroup companiesare
eliminated Unrealisedlossesare also eliminated unless the transactionprovides evidence of an
impairmentof thetransferredasset

Accountingpolicies of subsidiarieshavebeenchangedvherenecessaryo ensureconsistencywith the
policiesadoptedoy the Group

Non-controlling interestsin the results and equity of subsidiariesare shown separatelyin the
consolidatedncomestatementstatemenbf comprehensivincome,statemenbf changesn equity and
statemenof financial positionrespectively

Changes in ownership interests in subsidiaries without change of control

Transactionswith noncontrolling intereststhat do not resultin loss of control are accountedfor as
transactionsvith equity ownersof the Group A changein ownershipinterestresultsin an adjustmeni
betweenthe carrying amountsof the controlling and nortcontrolling intereststo reflect their relative
interestsin the subsidiary Any difference betweenthe amountof the adjustmentto non-controlling
interestsand any considerationpaid or receivedis recognisedn equity attributableto ownersof the
Group

Disposal of subsidiaries

Whenthe Group ceasedo consolidatebecausef alossof control, any retainedinterestin the entity is
remeasuredo its fair value with the changein carryingamountrecognisedn profit or loss This fair
valuebecomedhe initial carryingamountfor the purposesf subsequenthaccountingfor the retained
interestasan associatejoint ventureor financial asset In addition,any amountspreviouslyrecognisec
in othercomprehensivéncomein respectof that entity are accountedor asif the Group haddirectly
disposedf the relatedassetr liabilities. This may meanthatamountspreviouslyrecognisedn other
comprehensivincomearereclassifiedo profit or loss

Gainsor losseson the disposalof subsidiariesnclude the carryingamountof goodwill relatingto the
subsidiariesold

Investment in subsidiaries

In the Bank's separatefinancial statementsthe investmentin subsidiariesis stated at cost less
accumulatedmpairmentlosses At eachreportingdate,the Bank assesseahetherthereis anindication
of impairment If suchindicationexist, an analysisis performedto assessvhetherthe carryingamount
of the investmentis fully recoverable A write-down is madeif the carrying amount exceedsthe
recoverableamount Any subsequenincreasein recoverableamountis recognisedin the income
statement

On disposalof investmentdn subsidiariesthe differencebetweendisposalproceedsand the carrying
amountsof theinvestmentsarerecognisedn incomestatement
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2 Summary of significant accounting policiegcontinued)
A Consolidation (continued)
(iv) Investment in subsidiaries(continued)

The amountsdue from subsidiariesof which the Bank doesnot expectrepaymentin the foreseeable
futureareconsideredaspartof the Bank'sinvestmentsn subsidiaries

B Recognition of interest income

Interestincome and expensefor all interestbearingfinancial instrumentsare recognisedwithin finterest
incoma andfinterestexpensé in theincomestatementisingthe effectiveinterestmethod

The effectiveinterestmethodis a methodof calculatingthe amortisedcostof a financial assetr a financial
liability and of allocatingthe interestincome or interestexpenseover the relevantperiod The effective
interestrateis the ratethatexactlydiscountsestimateduture cashpaymentor receiptsthroughthe expectec
life of the financial instrumentsor, when appropriate,a shorterperiod to the net carrying amountof the
financialassebr financiallliability. Whencalculatingthe effectiveinterestrate,the Grouptakesinto account
all contractualtermsof the financial instrumentand includesany feesor incrementalcoststhat are directly
attributableto theinstrumentandareanintegralpartof the effectiveinterestrate,but not future creditlosses

Interestincomeis recognisedisingthe effectiveinterestmethod Whenaloanandreceivablds impaired,the
Group reducesthe carrying amount to its recoverableamount, being the estimatedfuture cash flow
discountedat the original effective interestrate of the instrument,and continuesunwindingthe discountas
interestincome Interestincomeon impairedloan andreceivablesarerecognisedisingthe original effective
interestrate

C Recognition of fees and other income

Loan arrangementfees and commissionsare recognisedas income when all conditions precedentare
fulfilled. Commitmentfeesand guarantedeeswhich are materialare recognisedasincomebasedon time
apportionment Service chargesand other fee income are recognisedas income when the servicesare
rendered

Dividends from financial assets held-for-trading, financial investments availablefor-sale, financial
investmentdeldto-maturity andsubsidiarycompaniesarerecognisedvhentherights to receivepaymentis
established

Net profit from financial assetsheld-for-trading and financial investmentsavailablefor-sale are recognisec
upondisposalof the financial instrumentsasthe differencebetweenmet disposalproceedsaandthe carrying
amountof thefinancialinstruments

Brokerageincomeis recognisedvhencontractsare executedRollover fees,nomineesservicesandhandling
chargesarerecognisedn anaccrualbasis

Corporateadvisory fees are recognisedas income on completion of eachstageof the engagementind
issuanceof invoice

Commissiorfrom futuresclientsis recogniseduponexecutionof tradeon behalfof clients
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D Financial assets

(a) Classification

The Groupandthe Bank classifytheir financial assetsn the following categoriesat fair valuethrough
profit or loss,loansand receivablesavailablefor-saleand held-to-maturity. The classificationdepend:
onthe purposefor which the financial assetsvereacquired Managementletermineghe classificationat
initial recognition

(i)

(ii)

(iii)

Financial assets at fair value through profit or loss

Financialassetsat fair valuethroughprofit or loss compriseof financial assetdeld-for-tradingand
otherfinancial assetslesignatedy the Groupandthe Bank asfair valuethroughprofit or lossupon
initial recognition

A financial assetis classifiedas heldfor-tradingif it is acquiredor incurred principally for the
purposeof selling or repurchasingt in the nearterm or if it is part of a portfolio of identified
financial instrumentsthat are managedogetherand for which thereis evidenceof a recentactual
patternof shortterm profit-taking Derivativesare also categorisedas held-for-trading unlessthey
aredesignatedndeffectiveashedginginstruments

Loans and receivables

Loansandreceivablesare nonderivativefinancial assetswith fixed or determinablgpaymentshat
arenotquotedin anactivemarket

Financial investments held-to-maturity

Financial investmentsheld-to-maturity are non-derivative instrumentswith fixed or determinable
paymentsand fixed maturitiesthat the Group'sandthe Bank'smanagemenhasthe positive intent
andability to hold to maturity. If the Groupandthe Banksell otherthananinsignificantamountof
financial investmentsheldto-maturity, the entire category will be tainted and reclassified as
financialinvestmentsavailablefor-sale

(iv) Financial investments available-for-sale

Financial investmentsavailablefor-sale are thoseintendedto be held for an indefinite period of
time, which maybe soldin responseo needdor liquidity or changesn interestrate,exchangeates
or equity pricesor thatarenot classifiedasfinancial assetsat fair valuethroughprofit or loss,loans
andreceivablesandfinancialinvestmentseldto-maturity.
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D Financial assetgcontinued)

(b) Recognition and initial measurement

()

Regularpurchasesnd salesof financial assetsare recognisedn the tradedate,the dateon which the
Groupcommitsto purchaser sell theasset

Financialassetareinitially recognisedat fair valueplustransactiorcoststhataredirectly attributableto
theacquisitionof the financial assefor all financial assetsiot carriedat fair valuethroughprofit or loss
Financial assetscarried at fair value through profit or loss are initially recognisedat fair value, and
transactiorcostsareexpensedn incomestatement

Subsequent measurement

Financial assetsat fair value through profit or loss and financial investmentsavailablefor-sale are
subsequentlgarriedat fair value,exceptfor investmentsn equityinstrumentghatdo not havea quoted
marketprice in an active marketand whosefair value cannotbe reliably measuredn which casethe
investmentsare statedat cost Gainsand lossesarisingfrom changesn the fair value of the financial
assetst fair valuethroughprofit or lossareincludedin the incomestatementn the period which they
arise Gainsandlossesarisingfrom changesn fair value of financialinvestmentsavailablefor-saleare
recognisedlirectly in othercomprehensivéncome,until the securitiesare derecognise@r impairedat
which time the cumulativegainsor lossespreviouslyrecognisedn equity arerecognisedn theincome
statementForeignexchangegainsor lossesof financialinvestmentsavailablefor-salearerecognisedn
theincomestatemenin the periodit arises

Financialinvestmentsheld-to-maturity are subsequentlyneasurecht amortisedcost using the effective
interest method Gains or lossesarising from derecognition or impairment of the securitiesare
recognisedn theincomestatement

Interestfrom financial assetdield at fair valuethroughprofit or loss, financialinvestmentsavailablefor-
saleand financial investmentsheldto-maturity is calculatedusing the effective interestmethodandis
recognisedn theincomestatementDividendsfrom availablefor-saleequityinstrumentsarerecognisec
in theincomestatemenwhenthe entity'sright to receivepayments established

Loansandreceivablesareinitially recognisedat fair valuei which is the cashconsideratiorto originate
or purchasehe loanincluding the transactiorcosts,and measuredgubsequenthat amortisedcost using
the effective interestrate method Intereston loansis includedin the incomestatementin the caseof
impairment,the impairmentloss is reportedas a deductionfrom the carrying value of the loan and
recognisedn theincomestatement

E Financial liabilities

Financialliabilities are measuredat amortisedcost, exceptfor tradingliabilities andliabilities designatedht
fair value,which areheld at fair value throughprofit or loss Financialliabilities areinitially recognisecht
fair value plus transactioncostsfor all financial liabilities not carried at fair value through profit or loss
Financialliabilities at fair value throughprofit or lossareinitially recognisedat fair value,andtransactior
costsareexpensedh incomestatementFinancialliabilities arederecogniseavhenextinguished

46



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Summary of Significant Accounting Policies
for the financial year ended 30 June 2018 (continued)

2 Summary of significant accounting policiegcontinued)

E Financial liabilities (continued)

(a) Financial liabilities at fair value through profit or loss

(b)

This category comprisestwo sub-categories financial liabilities classified as held-for-trading, and
financial liabilities designatedht fair value throughprofit or loss uponinitial recognition The Group
doesnothaveanynon-derivativefinancialliabilities designatedt fair valuethroughprofit or loss

A financial liability is classified as held-for-trading if it is acquiredor incurred principally for the
purposeof selling or repurchasingt in the neartermor if it is partof a portfolio of identified financial
instrumentghataremanagedogetherandfor which thereis evidenceof a recentactualpatternof short
term profit-taking Derivativesare also categorisedas held-for-trading unlessthey are designatedand
effectiveashedginginstruments

Financial liabilities at amortised cost

Financialliabilities thatarenot classifiedasat fair valuethroughprofit or lossfall into this categoryand
aremeasuredtamortiseccost

F Impairment of financial assets

(@)

Assets carried at amortised cost

A financialassebr a groupof financial assetss deemedo beimpairedif, andonly if, thereis objective
evidenceof impairmentasa resultof oneor moreeventsthathasoccurredaftertheinitial recognitionof
theasset(anincurred'lossevent)andthatloss event(or events)hasanimpacton the estimateduture
cashflows of thefinancialassebr the groupof financialassetshatcanbereliably estimated

Thecriteriathe Groupandthe Bank useto determinethatthereis objectiveevidenceof impairmentloss
include indications that the borrower or a group of borrowersis experiencingsignificant financial
difficulty, the probability that they will enterbankruptcyor other financial reorganisationgdefault of
delinquencyin interestor principal paymentsand where observabledata indicatesthat there is a
measurabledecreasein the estimatedfuture cash flows, such as changesin arrearsor economic
conditionsthatcorrelatewith defaults

The Group and the Bank first assessvhetherobjective evidenceof impairmentexistsindividually for
financial assetghatareindividually significant,andindividually or collectivelyfor financial assetghat
are not individually significant If the Group and the Bank determinethat no objective evidenceof
impairmentexistsfor an individually assessefinancial assetwhethersignificantor not, they include
the assetin a group of financial assetswith similar creditrisk characteristicand collectively assesse:
themfor impairment Thosecharacteristicarerelevantto the estimationof future cashflows for groups
of such assetsby being indicative of the d e b t abifitys td6 pay all amountsdue accordingto the
contractuatermsof the assetdeingevaluatedAssetsthatareindividually assessetbr impairmentand
for which animpairmentlossis or continuego berecognisedrenotincludedin a collectiveassessmen
of impairment
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F

Impairment of financial assets(continued)

@

(b)

Assets carried at amortised costcontinued)

Future cashflows in a group of financial assetsthat are collectively evaluatedfor impairmentare
estimatedon the basisof the contractualcash flows of the assetsin the Group and the Bank and
historicalloss experiencdor assetawith creditrisk characteristicsimilar to thosein the Groupandin
the Bank Historical loss experiences adjustedon the basisof currentobservabledatato reflect the
effects of current conditions that did not affect the financial period on which the historical loss
experiencas basedandto removethe effectsof conditionsin the historical periodthatdo not currently
exist

Estimatesof changesin future cashflows for groupsof assetsshould reflect and be directionally
consistentvith changesn relatedobservablalatafrom financial periodto financial period (for example,
changesn unemploymentates,propertyprices,paymentstatus,or otherfactorsindicative of changes
in the probability of lossesin the Bank andtheir magnitude) The methodologyand assumptionsised
for estimatingfuture cashflows are reviewed regularly by the Group and the Bank to reduceany
differencesetweerossestimatesindactuallossexperience

Theamountof thelossis measureasthe differencebetweerthe asset'sarryingamountandthe present
value of estimatedfuture cash flows (excluding future credit lossesthat have not beenincurred)
discountedht the financial asset'original effectiveinterestrate The asset'sarryingamountis reduced
and the amountof the lossis recognisedn incomestatementlf 'loansand receivablesbr a 'held-to-
maturity investmenthasa variableinterestrate, the discountrate for measuringany impairmentlossis
the currenteffectiveinterestratedeterminedunderthe contract As a practicalexpedientthe Groupmay
measurempairmenton the basisof aninstrument'dair valueusinganobservablenarketprice

When an assetis uncollectible,it is written-off againstthe relatedallowanceaccount Suchassetsare
written-off after taking into considerationthe realisablevalue of collateral, if any, when in the
judgemenbf the managementhereis no prospecof recovery

If in a subsequenperiod,the amountof impairmentlossesdecreaseandthe decreasecan be related
objectivelyto an eventoccuringafter the impairmentwas recognisedsuchas an improvementn the
debtor'screditrating), the previouslyrecognisedmpairmentlossis reverseddy adjustingthe allowance
account Theamountof thereversalis recognisedn incomestatement

Assets carried at available-for-sale

The Group and the Bank assesseat eachreportingdate whetherthereis objective evidencethat the
financialasseis impaired

For debtsecuritiesthe Groupandthe Bank usescriteriaandmeasurementf impairmentiossapplicable
forA a s sagriedatamortisedc 0 salbowe If in a subsequenperiod,thefair valueof a debtinstrument
classifiedasfinancialinvestmentsavailablefor-saleincreasesndtheincreasecanbe objectivelyrelated
to aneventoccurringafterthe impairmentiosswasrecognisedn incomestatementthe impairmentloss
is reversedhroughincomestatement
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F

Impairment of financial assets(continued)
(b) Assets carried at available-for-salécontinued)

In the caseof equityinstrumentslassifiedasfinancialinvestmentsavailablefor-sale,in additionto the
criteriafor assetarriedat amortisedcostabove,a significantor prolongeddeclinein the fair value of
the securitybelowits costis consideredn determiningwhetherthe securitiesareimpaired If thereis an
objectiveevidencehatanimpairmentiosson financialinvestmentsvailablefor-salehasbeenincurred,
the cumulativelossthathasbeenrecognisedlirectly in equityis removedfrom equityandrecognisedn
theincomestatementThe amountof cumulativelossthatis reclassifiedo profit or lossis the difference
betweenthe acquisitioncost and currentfair value, less any impairmentloss on that financial asset
previously recognisedn profit or loss Impairmentlossesrecognisedn income statementon equity
instrumentsarenot reversedhroughtheincomestatemenin subsequenperiods

G Derecognition of financial assets and financial liabilities

Financialassetarederecognisethenthe contractuatightsto receivethe cashflows from theseassethave
ceasedo existor the assethavebeentransferrecandsubstantiallyall the risks andrewardsof ownershipof
theassetarealsotransferredthatis, if substantiallyall therisks andrewardshavenot beentransferredthe
Banktestscontrolto ensurethat continuinginvolvementon the basisof any retainedpowersof controldoes
not prevent derecognition) Financial liabilities are derecognisedwhen they have been redeemedor
otherwiseextinguished

Collateral furnished by the Bank under standardrepurchaseagreementgransactionss not derecognisec

becausehe Bank retainssubstantiallyall the risks andrewardson the basisof the predeterminedepurchase
price,andthecriteriafor derecognitiorarethereforenot met

Offsetting financial instruments
Financialassetandliabilities areoffsetandthe netamountpresentedn the statement®f financial position
whenthereis alegally enforceableight to offset the recognisecamountsandthereis anintentionto settle

onanetbasis,or realisetheassetandsettletheliability simultaneously

Thelegally enforceablaight mustnot be contingenton future eventsandmustbe enforceablén the normal
courseof businesandin the eventof default,insolvencyor bankruptcy
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Clients' and brokers' balances

In accordancevith the Rulesof BursaMalaysiaSecuritieBerhad clients'accountsareclassifiedasimpaired
accountgpreviouslyreferredto asasnonperforming)underthefollowing circumstances

Types Criteria for classification as impaired
Contra losses Whenaccountremainsoutstandingor morethan16 calendadaysfrom the

dateof contratransaction

overd h When an accountremainsoutstandingfrom T+5 market days onwards
Vveraue purchase (nonrmargin purchase)and T+9 market days onwards (discretionary
contracts financing)

Bad debtsarewritten-off whenidentified Impairmentallowancesaremadefor balancegluefrom clientsand
brokers which are considereddoubtful or which have been classified as impaired, after taking into
considerationcollateral held by the Group and depositsof and amountsdue to dealerrepresentativen
accordancevith the Rulesof BursaSecurities

Property and equipment and depreciation

Freeholdland is not depreciatecas it hasan infinite life. Propertyand equipmentare statedat cost less
accumulatediepreciatiorand any accumulatedmpairmentlosses Costincludesits purchaseprice andany
costthatis directly attributableto the acquisitionof the items Subsequentostsareincludedin the asset's
carrying amountor recognisedas a separateasset,as appropriate,only when it is probablethat future
economicbenefitsassociatedvith theitem will flow to the Groupandthe Bank andthe costof theitem can
be measuredreliably. The carrying amountof the replacedpart is derecognisedAll other repairs and
maintenanceostsarechargedo theincomestatementuringthefinancialyearin which theyareincurred

Propertyand equipmentare depreciatecbn a straightline basisto write off the costof the assetgo their
residualvaluesovertheir estimatedusefullives, summariseésfollows:

Leasehold land Over the remaining period of the lease
100 years whichever is shor

Buildings on leasehold land Over the remaining period of the leas
50 years whichever is shor

Buildings on freehold land 50 years
Office and computer equipment 3 - 10 year:
Furniture and fittings 3 - 10 year:
Renovations 5-10 year:
Motor vehicles 4 -5 year:

Theassetstesidualvaluesandusefullives arereviewedandadjustedf appropriateat eachreportingdate
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J

Property and equipment and depreciation(continued)

Propertyandequipmentarereviewedfor impairmentat eachreportingdateandwhenevereventsor changes
in circumstancemdicatethatthe carryingamountmay not be recoverableWherethe carryingamountof the
assetis greaterthan its estimatedrecoverableamount,it is written down to its recoverableamount Any
subsequerihcreasdn therecoverablemountis recognisedn theincomestatementReferto Note M onthe
impairmentof nonfinancialassets

Gains and losseson disposalsare determinedby comparingproceedswith the carrying amountand are
includedin finorrinteresti n ¢ oimiecomestatement

Intangible assets

(@)

(b)

Computer software

Acquired computersoftwarelicencesare capitalisedon the basisof the costsincurredto acquireand
bring to usethe specificsoftware Thesecostsareamortisedover their estimateduseful lives of 3to 5

years Computersoftwareclassifiedasintangibleassetsare statedat costlessaccumulate@mortisation
andaccumulatedmpairmentloss,if any.

Goodwill

Goodwill arisesfrom a businescombinationandrepresentshe excesf the aggregatef fair value of
consideratiortransferredthe amountof anynon-controllinginterestin the acquireeandthefair valueof
any previousequity interestin the acquireeoverthefair value of the netidentifiable assetsacquiredand
liabilities assumedn the acquisitiondate If the fair value of consideratiortransferredthe amountof
nortcontrollinginterestandthefair valueof previouslyheldinterestin the acquireearelessthanthefair
valueof thenetidentifiableasset®f theacquireetheresultinggainis recognisedn incomestatement

Goodwill is allocatedto cashgeneratingunits ( fi C G b0 the purposeof impairmenttesting The
allocationis madeto thoseCGUsor groupsof CGUsthatareexpectedo benefitfrom the synergiesof
the businesscombinationin which the goodwill arose EachCGU representshe lowestlevel at which
the goodwill is monitoredfor internal managemenpurposes Goodwill is monitoredat the operating
segmentevel.

Goodwill is statedat cost lessaccumulatedmpairmentloss and is testedannuallyfor impairmentor
more frequentlyif eventsor changesin circumstancesndicate a potentialimpairment The carrying
valueof goodwill is comparedo the recoverableamountwhich is the higherof valuein useandthefair
value less costs of disposal Any impairmentis recognisedimmediately as an expenseand is not
subsequentlyeversed
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L

M

Lease
(a) Finance lease

Assetspurchasedunder leasewhich in substanceransfersthe risks and benefitsof ownershipof the
assetsto the Group or the Bank are capitalisedunder property and equipment The assetsand the
correspondindeaseobligationsare recordedat the lower of the presentvalue of the minimum lease
paymentsor the fair value of the leasedassetsat the beginningof the leaseterm Suchleasedassetsare
subjectto depreciatioron the samebasisasotherpropertyandequipment

Leaseswhich do not meet such criteria are classified as operatingleaseand the relatedrentalsare
chargedo profit or loss

(b) Operating lease

Lease®f assetainderwhich the significantportion of therisks andbenefitsof ownershipareretainedoy
the lessorare classifiedas operatingleases Paymentamadeunderoperatingleasesare chargedto the
incomestatementsn a straightline basisoverthe periodof thelease

Whenan operatingleaseis terminatedbeforethe leaseperiod hasexpired,any paymentrequiredto be
madeto thelessorby way of penaltyis recognisedisanexpensen the periodin which terminationtakes
place

Impairment of non-financial assets

Assetsthat have an indefinite useful life are not subjectto amortisationand are tested annually for

impairment Assetsthataresubjectto amortisatiorarereviewedfor impairmentwhenevereventsor changes
in circumstancemdicatethatthe carryingamountmay not be recoverableAn impairmentlossis recognisec
for the amountby which the carryingamountof the assetexceedsts recoverableamount The recoverable
amountis the higher of an asset'dair value lesscostsof disposaland value in use For the purposesof

assessingmpairment,assetsaregroupedat the lowestlevelsfor which thereareseparatelydentifiablecash
flows which are largely independentof the cashinflows from other assetsor groupsof assets(cash

generatingunits). Non-financial assetsother than goodwill that sufferedan impairmentare reviewedfor

possiblereversalof theimpairmentat eachreportingdate

The impairmentlossis chargedto the incomestatemenunlessit reversesa previousrevaluationin which
caseit is chargedto the revaluationsurplus Impairmentlosseson goodwill are not reversed In respectof
other assetsany subsequenincreasein recoverableamountis recognisedin income statementunlessit
reversesanimpairmentiosson arevaluedassein which caseit is takento revaluationsurplusreserve

Income taxes

Tax expensefor the period comprisescurrentand deferredtax. The incometax expenseor credit for the
periodis the tax payableon the currentperiod'staxableincomebasedon the applicableincometax rate for

each jurisdiction adjustedby changesin deferredtax assetsand liabilities attributable to temporary
differencesandto unusedtax losses Tax is recognisedn income statementgxceptto the extentthat its

relatesto itemsrecognisedn othercomprehensivincomeor directly in equity. In this case the tax is also
recognisedn othercomprehensivéncomeor directly in equity, respectively
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N

Income taxes(continued)

The currentincometax chargeis calculatedon the basisof the tax laws enactedr substantivelyenactecat
the endof thereportingperiodin the countrieswherethe Group'ssubsidiarieperateand generatdaxable
income

Deferredtax is providedin full, usingthe liability method,on temporarydifferencesarising betweenthe
amountsattributedto assetsand liabilities for tax purposesand their carrying amountsin the financial
statementsHowever, deferredtax liabilities are not recognisedif they arise from initial recognition of
goodwill. Deferredtax is not accountedor if it arisesfrom initial recognitionof an assetor liability in a
transactionotherthan a businesscombinationthat at the time of the transactiomaffectsneitheraccounting
nor taxableprofit or loss Deferredtax is determinedisingtax rates(andtax laws) thathavebeenenactecdr
substantivelyenactecdby the endof the reportingperiodandareexpectedo applywhentherelateddeferred
tax assefs realisedor the deferredtax liability is settled

Deferredtax assetsarerecognisedo the extentthatit is probablethat future taxableprofits will be available
againstwhich thedeductibletemporarydifferencesunusedax lossesor unusedax creditscanbe utilised

Deferredtax liability is recognisedfor all taxabletemporarydifferencesassociatedwvith investmentsin
subsidiariesexceptwherethe timing of the reversalof the temporarydifferenceis controlledby the parent
andit is probablethatthetemporarydifferencewill notreversen theforeseeabléuture

Deferredincometax assetsarerecognisen deductibletemporarydifferencesarisingfrom investmentsn
subsidiarieonly to the extentthatit is probablethe temporarydifferencewill reversen thefuture andthere
is sufficienttaxableprofit availableagainstwhich the deductibletemporarydifferencecanbe utilised

Deferredincometax relatedto fair valuere-measurementf financial investmentsavailablefor-sale,which
are chargedor crediteddirectly to equity, is alsocreditedor chargeddirectly to equity andis subsequently
recognisedn theincomestatementsogethemwith the deferredgainor loss

Deferredincometax assetandliabilities areoffsetwhenthereis alegally enforceableight to offsetcurrent
tax assetsagainstcurrenttax liabilities andwhenthe deferredncometax assetandliabilities relateto taxes
levied by the sametaxationauthorityon eitherthe taxableentity or differenttaxableentitieswherethereis

anintentionto settlethe balanceon a netbasis

Currency translations

(a) Functional and presentation currency
ltemsincludedin the financial statement®f eachof the Group'sandthe B a n lerditiesare measured
usingthe currencyof the primary economicenvironmentin which the entity operateq f tfumational

c ur r e imhe gohgolidatedfinancial statementsare presentedin Ringgit Malaysia, which is the
Gr o uppedestatiorturrencyandtheB a n kudcBonalandpresentatiorurrency
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O Currency translations (continued)
(b) Foreign currency transactions and balances

Foreign currency transactionsare translatedinto the functional currency using the exchangerates
prevailing at the datesof the transaction®or valuationswhereitems areremeasuredroreignexchange
gainsandlossesresultingfrom the settlemenbf suchtransactionsandfrom the translationat yearend
exchangeatesof monetaryassetandliabilities denominatedn foreigncurrenciesarerecognisedn the
incomestatement

Changesn thefair valueof monetarysecuritiesdenominatedn foreigncurrencyclassifiedasavailable
for-saleareanalysedetweertranslationdifferencesresultingfrom changesn the amortisedcostof the
security and other changesn the carrying amountof the security Translationdifferencesrelatedto
changesn the amortisedcost are recognisedn income statementand other changesn the carrying
amountarerecognisedn othercomprehensivéicome

Non-monetaryitems that are measuredat fair value in a foreign currency are translatedusing the
exchangeratesat the datewhen the fair value was determined Translationdifferenceson assetsand
liabilities carriedat fair value arereportedas part of the fair value gain or loss Translationdifferences
on norrmonetaryfinancial assetsand liabilities, suchas equity instrumentsheld at fair value through
profit or loss,arereportedaspartof thefair valuegainor loss Translationdifferenceson non-monetary
financial assetssuch as equities classified as financial investmentsavailablefor-sale are includedin
othercomprehensivincome

P Derivative financial instruments

Derivativesareinitially recognisedat fair valueon the dateon which a derivativecontractis enterednto and
aresubsequentlyemeasuredt their fair valuesat the endof eachreportingperiod Fair valuesareobtained
from quotedmarketpricesin active markets,ncluding recentmarkettransactionsandvaluationtechniques
including discountedcashflow modelsandoption pricing models,asappropriateAll derivativesarecarried
asassetavhenfair valueis positiveandasliabilities whenfair valueis negative Changesn the fair valueof
anyderivativesthatdo not qualify for hedgeaccountingarerecognisedmmediatelyin theincomestatement

Thebestevidenceof fair value of a derivativeat initial recognitionis the transactiorprice (i.e. thefair value
of the consideratiorgiven or received)unlessthe fair value of the instrumentis evidencedoy comparisor
with other observablecurrent market transactionsin the sameinstrument(i.e. without modification or
repackagingpr basedon a valuationtechniqguewhosevariablesinclude only datafrom observablanarkets
When such evidenceexists, the Group and the Bank recognisethe fair value of derivativesin income
statemenimmediately

Cashcollateralheldin relationto derivativetransactiorarecarriedat amortiseccost

As atreportingdate the Groupandthe Bank havenot designatedny derivativesashedginginstruments
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Q Employee benefits

Shorttermemployedenefits

Wages salariespaid annualleaveandsick leave,bonusesandnon-monetarybenefitsthatareexpectedo be
settledwholly within 12 monthsafterthe endof the periodin which the employeesenderthe relatedservice
arerecognisedn respecofe mp | o servieesupto theendof thereportingperiodandaremeasuredtthe
amountsexpectedo be paidwhentheliabilities aresettled

The Groupandthe Bankrecognisea liability andanexpensdor bonusesThe Groupandthe Bankrecognise
a provision where contractuallyobliged or where thereis a past practicethat has createda constructive
obligation

Definedcontributionplan

A definedcontributionplanis a pensionplan underwhich the Groupandthe Bank pay fixed contributions
into a separateentity (fund) on mandatory,contractualor voluntary basis and will have no legal or
constructiveobligationsto pay further contributionsif the fund doesnot hold sufficient assetsto pay all
employeedenefitsrelatingto employeeservicein the currentandprior periods

The Groupandthe Bank contributesto a nationaldefinedcontributionplan (the EmployeeProvidentFund)
on a mandatorybasisand the amountscontributedto the plan are chargedto the income statemenin the
periodto which they relate Oncethe contributionshavebeenpaid, the Group andthe Bank hasno further
paymentobligations

Sharebasedcompensation

The Bank operatesa cashsettled,sharebasedcompensatiorplan underwhich the Bank receivesservices
from employeesas consideratiorfor equity instrumentgshareoptions)of the parent The fair value of the
employeeservicesreceivedin exchangdor the grantof the shareoptionsis recognisecasan expensen the
incomestatemenbverthevestingperiodsof the grantwith a correspondingncreasen liabilities.

The total amountto be expensedver the vestingperiodis determinedby referenceto the fair value of the
share options granted, excluding the impact of any nonmarket vesting conditions Norrmarket vesting
conditionsare included in assumptionsaboutthe numberof options that are expectedto vest At each
reportingdate,the Group andthe Bank measurehe fair value of the liability and at the dateof settlement
with anychangesn fair valuerecognisedn incomestatementThe Groupandthe Bankreviseits estimateof
the numberof shareoptionsthat are expectedto vest It recogniseshe impact of the revision of original
estimatesif any,in theincomestatementyith a correspondin@djustmento liability.

A trust has beenset up for the Employee Share Option Scheme( i E S GaB8ddis) administeredby an
appointedrustee
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R Provision

Provisionsarerecognisedvhenthe Groupandthe Bank havea presentegal or constructiveobligationasa
resultof pasteventsit is probablethat an outflow of resourcewill berequiredto settlethe obligationanda
reliableestimateof theamountcanbe made

Wherethe Groupandthe Bank expecta provisionto be reimbursedoy anotherparty, the reimbursemenis
recognisedas a separateassetbut only when the reimbursementis virtually certain Provisionsare not
recognisedor future operatingosses

Wheretherearea numberof similar obligations,thelikelihood thatan outflow will berequiredin settlement
is determinedby consideringthe classof obligationsas a whole A provision is recognisedevenif the
likelihood of anoutflow with respecto anyoneitem includedin the sameclassof obligationsmay besmall

Provisionsaremeasuredtthe presentvaluesof ma n a g e imestastinfatof the expendituregxpectedo
be requiredto settlethe obligation using a pre-tax rate that reflectscurrentmarketassessmentsf the time
value of moneyandrisks specificto the obligation The increasen the provisiondueto passagef time is
recognisedsinterestexpense

S Financial guarantee contracts

Financialguaranteeontractsare contractsthat requirethe issuerto makespecifiedpaymentgo reimburse
the holderfor a lossit incurs becausea specifieddebtorfails to makepaymentswhendue,in accordance
with the termsof a debtinstrument Suchfinancial guaranteegare givento banks,financial institutionsand

otherbodieson behalfof customergo securdoansandotherbankingfacilities.

Financialguaranteeontractsare recognisedas a financial liability at the time the guarantees issued The
liability is initially measuredat fair value and subsequenthat the higher of the amountdeterminedin
accordancenith MFRS 137 fi P r o v iCsaritirgent.iabilities and ContingentA s s eandsthie amount
initially recognisedesscumulativeamortisationwhereappropriate

The fair value of financial guaranteess determinedasthe presentvalue of the differencein net cashflows
betweenthe contractualpaymentsunder the debt instrumentand the paymentsthat would be required
without the guaranteepr the estimatedamountthat would be payableto a third party for assumingthe
obligations

Wherefinancial guaranteei relationto loansor payablesof subsidiariesare providedby the Bank for no
compensationthe fair values are accountedfor as contributionsand recognisedas part of the cost of
investmenin subsidiaries
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T Cash and cash equivalents

Cash and cash equivalentsare cash and shortterms funds held for the purposeof meeting short term
commitmentsandreadily convertibleinto cashwithout significantrisk of changesn value

Forthe purposeof the statemenbf cashflows, cashandcashequivalentcomprisecashandshorttermfunds
anddepositsaandplacementsvith financialinstitutions,with original maturity of threemonthsor less

U Share capital
(a) Classification

Ordinarysharesandredeemabl@referenceshareswith discretionarydividendsare classifiedasequity.
Other sharesare classified as equity and/or liability accordingto the substanceof the contractual
arrangemenof the particularinstrument

(b) Share issue costs

Incrementakxternalcostsdirectly attributableto theissueof new sharesor optionsaredeductedagainst
sharepremiumaccount

(c) Dividends
Liability is recognisedor the amountof any dividend declared being appropriatelyauthorisedand no
longerat the discretionof the Group,on or beforethe end of the reportingperiodbut not distributedat

theendof thereportingperiod

Distributionsto holdersof anequityinstruments recognisedlirectly in equity.
V Sale and repurchase agreements

Securitiespurchasedinderresaleagreementsre securitieswhich the Group andthe Bank have purchasec
with acommitmento resellat future dates The commitmento resellthe securitiess reflectedasanassebn
the statementsf financial position

Converselypbligationson securitiessold underrepurchasegreementsre securitieswhich the Group and
the Bank havesold from its portfolio, with a commitmentto repurchaset future dates Suchfinancingand
theobligationto repurchasehe securitiess reflectedasaliability onthe statementsf financialposition

The difference betweensale and repurchaseprice as well as purchaseand resaleprice are amortisedas
interestincomeandinterestexpensaespectivelyon aneffectiveyield method
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W Contingent assets and liabilitie

The Group and the Bank do not recognisecontingentassetsand liabilities other than thosearising from

businesscombination,but disclosesits existencein the financial statementsA contingentliability is a
possibleobligationthatarisesfrom pasteventswhoseexistencewill be confirmedby the occurrenceor nort

occurrencef oneor moreuncertainfuture eventsbeyondthe control of the Groupandthe Bankor a present
obligationthat is not recognisecbecauset is not probablethat an outflow of resourceswill be requiredto

settlethe obligation A contingentliability alsoarisesin the extremelyrarecasewherethereis a liability that
cannotbe recognisedecausét cannotbe measuredeliably. However,contingentiabilities do notinclude
financialguaranteeontracts

A contingentassetis a possibleassetthat arisesfrom pasteventswhoseexistencewill be confirmedby the
occurrencer norroccurrencef oneor moreuncertainfuture eventsbeyondthe control of the Groupandthe
Bank The Groupandthe Bank do not recognisecontingentassetdut disclosedts existencevhereinflows
of economidbenefitsareprobable put not virtually certain

X Borrowings

Borrowings are initially recognisedat fair value, net of transactioncosts incurred Borrowings are
subsequentlgarriedat amortisedcost,any differencebetweennitial recognisecamountandthe redemption
valueis recognisedn the income statemenbver the period of the borrowingsusing the effective interest
method

Feespaid on the establishmentf loan facilities arerecognisedstransactiorcostsof the loanto the extent
thatit is probablethatsomeor all of thefacility will bedrawndown In this case thefeeis deferreduntil the
drawrdownoccurs To theextentthereis no evidencethatit is probablethatsomeor all of the facility will be
drawndown, the fee is capitalisedasa pre-paymentfor liquidity servicesand amortisedover the period of
thefacility to whichit relates

Borrowings are removedfrom the statementof financial position when the obligation specifiedin the
contractis discharged,cancelledor expired The difference betweenthe carrying amountof a financial
liability that hasbeenextinguishecdor transferredo anotherparty andthe consideratiorpaid, including any
non-cashassetsransferredr liabilities assumedis recognisedn incomestatemenwithin interestexpense

Wherethe termsof a financial liability arerenegotiatecdaindthe Bankissuesequity instrumentgo a creditor
to extinguishall or part of the liability (debt for equity swap),a gain or loss is recognisedin income
statementyhich is measuredsthe differencebetweenthe carryingamountof the financialliability andthe
fair valueof the equityinstrumentsssued

All otherborrowingcostsarerecognisedn incomestatemenin the periodin which theyareincurred
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Y Transaction with owners

Transactiorwith ownersin their capacityasownersarerecognisedn statemenbf changesn equityandare
presentedgeparatelfrom non-ownerchangesn equity.

Z Earnings per share
(a) Basicearningspershare

Basicearningspershareis calculatedoy dividing:
the profit attributableto ownersof the Company excludingany costsof servicingequity otherthan
ordinaryshares
by the weightedaveragenumberof ordinary sharesoutstandingduring the financial year, adjusted
for bonuselementsn ordinarysharedssuedduringthe yearandexcludingtreasuryshares

(b) Diluted earninggpershare

Diluted earningsper shareadjuststhe figuresin the determinationof basicearningsper shareto take
into account
the after incometax effect of interestand other financing costsassociatedvith dilutive potential
ordinarysharesand
the weighted averagenumber of additional ordinary sharesthat would have been outstanding
assuminghe conversiorof all dilutive potentialordinaryshares

59



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

3 General information

The principal activities of the Bank are investmentbanking, stockbrokingbusiness futures broking and related
financialservices

The principalactivitiesof the subsidiarycompaniesirestatedn Note 14 to thefinancial statements

The immediateholding and ultimate holding companiesare HLCB and Hong Leong Company(Malaysia) Berhad
respectively,both incorporatedin Malaysia HLCB is listed on the Main Market of Bursa Malaysia Securities
Berhad

The addressof the registeredoffice of the Bank is Level 30, MenaraHong Leong, No 6, JalanDamanlela,Bukit
Damansara50490KualaLumpur.

4 Cash and short-term funds

The Group The Bank

30.06.2018 30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000

Cash and bank balances with banks and
other financial institutions 39,870 104,605 39,760 104,535

Money at call and deposit placements

maturing within one month 16,097 102,134 16,097 102,134
55,967 206,739 55,857 206,669

Inclusivein cashand shortterm funds of the Group are accountsin trust for dealer'srepresentativ@amountingto
RM13,799000(30.06.2017 RM13,786,000).

5 Clients' and brokers' balances

Cl i eandbs @ kbalareadepresenamountsreceivablefrom outstandingourchasecontractsin respectof the
Group and the B a n kstdckbrokingbusinessenteredon behalf of clients, amountsdue from brokersand contra
losses

The Group and the Bank
30.06.2018 30.06.2011

RM'000 RM'000
Performing accounts 309,980 266,955
Impaired accounts 2,828 1,264

312,808 268,219

Less: Allowance for bad and doubtful debts
- individual assessment allowance (351) (417)
- collective assessment allowance (28) (28)
312,429 267,774
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5 Clients' and brokers' balances(continued)

Movements of impaired accounts are as follows:

At 1 July

Impaired during the financial year

Amount written-back during the financial year
At 30 June

Movementsin the allowancefor losseson clients' and brokers'balancesare as
follows:

Individual assessment allowance

At 1 July

Allowance made during the financial year
Allowance written-back during the financial year
At 30 June

Collective assessment allowance

At 1 July

Allowance made during the financial year
At 30 June

6 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 -

The Group and the Bank
30.06.2018 30.06.201:

RM'000 RM'000
1,264 1,390
2,311 574
(747) (700)
2,828 1,264
417 282
204 245
(270) (110)
351 417

28 17

- 11

28 28

The Bank
30.06.2018 30.06.201"
RM'000 RM'000
40,645 -
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7 Financial assets at fair value through profit or loss

Financial assets held-for-trading
Money market instruments
Malaysian Government Securities

Malaysian Government Investment Issues

Negotiable instruments of deposits
Bankers' acceptance

Quoted securities
In Malaysia:
Shares

Unquoted securities
Foreign currency bonds
Corporate bond and/or sukuk

Financial assets designated at fair value through profit or loss

Quoted securities
In Malaysia:
Shares

8 Financial investments available-for-sale

Money market instruments

Malaysian Government Securities
Malaysian Government Investment Issues
Cagamas bonds

Quoted securities
Unit trust investment

Unquoted securities

Shares

Foreign currency bonds
Corporate bond and/or sukuk
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The Group and the Bank
30.06.2018 30.06.201:

RM'000 RM'000

10,029 -

81,076 30,561

864,200 831,596

55,084 -

1,010,389 862,157

6,152 19,501

20,095 -

187,248 198,943

207,343 198,943

1,223,884 1,080,601

100 79

1,223,984 1,080,680

The Group The Bank

30.06.2018 30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000
81,306 30,378 81,306 30,378
101,874 60,896 101,874 60,896
55,233 65,442 55,233 65,442
238,413 156,716 238,413 156,716
293 234 - -
245 245 245 245
93,197 74,832 93,197 74,832
884,066 741,122 884,066 741,122
977,508 816,199 977,508 816,199
1,216,214 973,149 1,215,921 972,915
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9

10

Financial investments held-to-maturity

Money market instruments
Malaysian Government Securities
Malaysian Government Investment Issues

Unquoted securities
Foreign currency bonds
Corporate bond and/or sukuk

The Group and the Bank
30.06.2018 30.06.2011

RM'000 RM'000
216,787 211,031
518,318 518,643
735,105 729,674

36,861 93,757

75,693 85,784
112,554 179,541
847,659 909,215

Includedin financial investmentseldto-maturity are MalaysianGovernmentinvestmentissueswhich are pledgec
as collateral for obligations on securities sold under repurchaseagreementsamounting to RM103109,000

(30.06.2017 RM155077,000).

Loans and advances

Term loan financing

Share margin financing

Staff loans

Other loans

Gross loans and advances

Less:

Allowance for losses on loans and advances:
- individual assessment allowance

- collective assessment allowance

Total net loans and advances

()  The maturity structure of loans and advances is as follows:

Maturing within one year
One year to three years
Over five years

Gross loans and advances
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The Group and the Bank
30.06.2018 30.06.2011

RM'000 RM'000
19,874 25,685
208,125 210,707
58 64

490 586
228,547 237,042
(119) (110)
(671) (340)
227,757 236,592
208,615 225,988
19,874 10,990
58 64
228,547 237,042
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10 Loans and advancegcontinued)

(ii)

(iii)

(iv)

v)

(vi)

The loans and advances are disbursed to the following type of customers:

Domestic business enterprises
- small and medium enterprises
- others

Individuals

Foreign entities

Gross loans and advances

Loans and advances analysed by interest rate sensitivity are as follows:

Variable rate

Fixed rate

- staff housing loans

- other fixed rate loans
Gross loans and advances

Loans and advances analysed by their economic purposes are as follows:

Purchase of securities
Purchase of transport vehicles
Purchase of landed properties
Working capital

Gross loans and advances

Loans and advances analysed by geographical distribution are as follows:

Malaysia

Movement in the impaired loans and advances are as follows:
At 1 July

Impaired during the financial year

Amount written-back during the financial year
At 30 June

% of impaired loans to total loans and advances net
of individual assessment allowal
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The Group and the Bank
30.06.2018 30.06.2011

RM'000 RM'000
112 110
112,062 120,574
108,243 108,535
8,130 7,823
228547 237,042
227,999 236,392
58 64
490 586
228,547 237,042
221,604 210,707
119 110
429 540
6,395 25,685
228,547 237,042
228,547 237,042
11,576 574
34 11,002
(4,726) -
6,884 11,576
3.0% 4.9%
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10 Loans and advancegcontinued)

The Group and the Bank
30.06.2018 30.06.2011

(vii) Movement in the allowance for losses on loans and advances are as follows:

(viii)

(ix)

Individual assessment allowance

At 1 July

Allowance made during the financial year
At 30 June

Collective assessment allowance

At 1 July

Allowance made/(written-back) during the financial year
At 30 June

Impaired loans and advances analysed by their economic
purposes are as follows:

Purchase of transport vehicles

Purchase of landed properties
Working capital

Impaired loans and advances analysed by geographical
distribution are as follows:

Malaysia
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RM'000 RM'000
110 100
9 10
119 110
340 914
331 (574)
671 340
119 110
371 476
6,394 10,990
6,884 11,576
6,884 11,576
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11 Other assets

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000
Tax recoverable - 1 - -
Amount due from holding company 39 - 39 -
Amounts due from related companies 389 20 389 20
Deposits 6,125 3,647 6,125 3,647
Prepayments 2,516 1,357 2,516 1,357
Fee income receivables net of allowance for impairment
losses of RM1,473,000 (30.06.2017: RM1,015,000) (a) 2,842 16,076 2,842 16,076
Cash collaterals pledged for derivative transactions 3,922 22,531 3,922 22,531
Treasury related receivables 4,080 - 4,080 -
Equity related receivables 4,706 913 4,706 913
Other receivables 4,469 3,476 4,469 3,476
29,088 48,021 29,088 48,020
(@) Movementsof allowancefor impairmentiosseson feeincomereceivabless asfollows:
The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000
Individual assessment allowance
At 1 July 1,015 28 1,015 28
Allowance made during the financial year 816 987 816 987
Allowance written-back during the financial year (358) - (358) -
At 30 June 1,473 1,015 1,473 1,015
12 Statutory deposits with Bank Negara Mal aysia (AE

The nortinterestbearing statutory depositsare maintainedby the Bank with BNM in compliancewith Section
26(2)(c) of the CentralBank of MalaysiaAct 2009 the amountis determinedat set percentage®f total eligible

liabilities.
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13 Deferred tax assets/(liabilities)

Deferredtax assetsand liabilities are offset whenthereis a legally enforceableright to setoff currenttax assets
againstcurrenttax liabilities and whenthe deferredtaxesrelateto the sametax authority The following amounts,
determinedhfterappropriateffsetting,areshownin the statementsf financial position

The Group and the Bank
30.06.2018 30.06.201:

RM'000 RM'000
Deferred tax assets 87,582 90,153
At 1 July 90,153 91,882
Charged to income statements (Note 33) (4,085) (3,054)
Credited to equity 1,514 1,325
At 30 June 87,582 90,153
Deferred tax assets
- settled more than 12 months 66,315 68,235
- settled within 12 months 21,804 23,298
Deferred tax liabilities
- settled more than 12 months 85 (1,191)
- settled within 12 months (622) (189)

87,582 90,153

Themovementsn deferredtax assetandliabilities duringthefinancialyearcomprisethe following:

Financial
Property investments Unutilised
and available- tax
equipment for-sale credits Provisions Total
The Group and the Bank Note RM'000 RM'000 RM'000 RM'000 RM'000
At 1 July 2017 (925) (455) 85,614 5,919 90,153
Credited/(charged) to income
statements 34 388 - (3,081) (1,392) (4,085)
Credited to equity - 1,514 - - 1,514
At 30 June 2018 (537) 1,059 82,533 4,527 87,582
At 1 July 2016 (1,671) (1,780) 89,692 5,641 91,882
Credited/(charged) to income
statements 34 746 - (4,078) 278 (3,054)
Credited to equity - 1,325 - - 1,325
At 30 June 2017 (925) (455) 85,614 5,919 90,153
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13

14

Deferred tax assets/(liabilities)continued)

Deferredtax assetdiavenot beenrecognisedn the following asit is not probablethatthe Groupandthe Bank will
generatesufficientfuture taxableprofits availableagainstwhich the unusedax creditscanbe utilised

The Group and the Bank
30.06.2018 30.06.201

RM'000 RM'000
Unused tax credits carried forward 96,654 108,489
Investment in subsidiary companies
The Bank
30.06.2018 30.06.201:
RM'000 RM'000
Subsidiary companies:
Unquoted shares, at cost 200 200
The subsidiary companies of the Bank are as follows:
Effective equity interest
Country of 30.06.2018 30.06.2017
Name of company incorporation % % Principal activities
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 creditor's voluntary
and its subsidiaries liquidation
Unincorporated trust Malaysia - - Special purpose vehicle
for ESOS for ESOS purpose

Significant judgments and assumptions used to determine the scope of the consolidation

Determiningwhetherthe Group has control of an entity is generallystraightforward basedon ownershipof the
majority of the voting capital However,in certaininstanceghis determinationwill involve significant judgment,
particularlyin the caseof structuredentitieswherevoting rights are often not the determiningfactor in decisions
overthe relevantactivities This judgmentmay involve assessinghe purposeand designof the entity. It will also
oftenbe necessaryo considemnwhetherthe group,or anotherinvolved party with poweroverthe relevantactivities,
is actingasa principalin its own right or asanagenton behalfof others
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14

15

Investment in subsidiary companiegcontinued)
Significant judgments and assumptions used to determine the scope of the consolidation

Thereis alsooften considerablgudgmentinvolvedin the ongoingassessmertf control over structuredentities In
this regard,where market conditionshave deterioratedsuch that the other investors'exposurego the structure's
variablereturnshavebeensubstantivelyeliminated,the Groupmay concludethatthe Groupwhich actsasmanagers
of the structurecdentity areactingasits principalandthereforewill consolidatehe structurecentity.

An interestin equity voting rights exceedings0% would typically indicatethat the Group hascontrol of an entity.
Howevercertainentitiesareexcludedfrom consolidatiorbecausehe Groupdoesnot haveexposurdo their variable
returns

Structured entities

A structuredentity (S E ds)an entity in which voting or similar rights are not the dominantfactor in deciding
control SEsare generallycreatedto achievea narrow and well defined objective with restrictionsaroundtheir
ongoingactivities Dependingon the Group'spoweroverthe activitiesof the entity andits exposurgo andability to
influenceits own returns,it may consolidatethe entity. In othercasedt may sponsoror haveexposureo suchan
entity but not consolidatet.

Unconsolidated structured entities in which the Group has an interest

An interestin a SE is any form of contractualor noncontractualinvolvementwhich createsvariability in returns
arisingfrom the performanceof the entity for the Group Suchinterestsinclude holdingsof debtsecurities]ending
andderivatives

HLIB hasbeeninvolvedin the settingup of the SEsto facilitate the sell down of the debtsecuritiesoriginatedand
arrangedy HLIB. HLIB haspowerovertherelevantactivitiesbut no significantexposureo theseSEs

Thecarryingamountsof asset@andliabilities recognisedn the Group'sandthe Bank'sstatemenbf financial position

relatingto theinterestsn unconsolidateGEsis summarise@sbelow.

The Group and the Bank
30.06.2018 30.06.2011

RM'000 RM'000
Assets
Derivative financial assets 19 635
Liabilities
Other liabilities 60 423
Derivative financial liabilities 1,198 1,644
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15 Structured entities (continued)

Unconsolidated structured entities in which the Group has an interegcontinued)

The Group'sandthe Bank'sincomeand expensesn relationto unconsolidatedSEsrecognisedduring the financial
yearis summarisedsbelow

The Group and the Bank
30.06.2018 30.06.201

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 Group'sandthe Bank'smaximumexposureo lossis thetotal of its on-balancesheetpositions Exposureto loss
is mitigatedthroughcollateralheld

The Group and the Bank
30.06.2018 30.06.2011

RM'000 RM'000
Commitments and contingenc
Interest rate related contracts:
- Interest rate swaps 35,000 35,000
Equity related contracts:
- Call options 7,000 7,000
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16 Property and equipment

Leasehold
land Office and
Freehold more than Leasehold computer Furniture Office Motor

The Group and the Bank land 50 years  building equipment and fittings renovations vehicles Total

RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Cost
At 1 July 2017 350 780 804 5,028 1,022 4,309 206 12,499
Additions - - - 676 168 8,879 - 9,723
At 30 June 2018 350 780 804 5,704 1,190 13,188 206 22,222
Accumulated depreciation
At 1 July 2017 - 38 76 4,086 893 2,448 203 7,744
Charge for the financial year - 8 16 599 76 991 3 1,693
At 30 June 2018 - 46 92 4,685 969 3,439 206 9,437
Net book value
At 30 June 2018 350 734 712 1,019 221 9,749 - 12,785

71



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

16 Property and equipment(continued)

Leasehold
land Office and
Freehold more than Leasehold computer Furniture Office Motor

land 50 years  building equipment and fittings renovations vehicles Total
The Group and the Bank RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Cost
At 1 July 2016 350 780 804 5,070 1,026 3,441 209 11,680
Additions - - - 45 - 808 - 853
Disposals - - - (87) 9) (2) 3) (101)
Adjustments - - - - 5 62 - 67
At 30 June 2017 350 780 804 5,028 1,022 4,309 206 12,499
Accumulated depreciation
At 1 July 2016 - 30 60 3,368 766 1,713 192 6,129
Charge for the financial year - 8 16 737 132 697 14 1,604
Disposals - - - (29) 9) (2) 3) (33)
Adjustments - - - - 4 40 - 44
At 30 June 2017 - 38 76 4,086 893 2,448 203 7,744
Net book value
At 30 June 2017 350 742 728 942 129 1,861 3 4,755
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17

18

Other intangible assets

The Group and the Bank
30.06.2018 30.06.201"

Computer software RM'000 RM'000
Cost

At 1 July 10,621 8,547
Additions 541 2,074
At 30 June 11,162 10,621
Amortisation

At 1 July 5,811 3,154
Charge for the financial year 2,665 2,657
At 30 June 8,476 5,811

Net book value

At 30 June 2,686 4,810
Goodwill
The Group and the Bank
30.06.2018 30.06.2017
RM'000 RM'000
Cost
At 1 July/30 June 28,986 28,986

Allocation of goodwill to cash-generating unit
Goodwi | | has been allocated to the following cas

The Group and the Bank
30.06.2018 30.06.201°%
RM'000 RM'000
CGU
Investment banking and stockbroking 28,986 28,986
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18

19

Goodwill (continued)
Impairment test on goodwill

Therecoverableamountof CGU hasbeendeterminecbasedon valuein usecalculation Thesecalculationsusepre
tax cashflows projectionshasedn financialbudgetsapprovedoy Directorscoveringathreeyearperiod Cashflows
beyondthe threeyear period are extrapolatedusing the estimatedgrowth ratesof 4.7% (2017 3.8%), basedon
historical GrossDomesticProduct("GDP") growth rate of Malaysiaon a perpetuabasisanddiscountedusing pre-
tax discountrateswhich reflectthe specificrisksrelatingto CGU.

The cashflows projectionsare derived basedon a numberof key factors including the past performanceand
management'sxpectation®n the marketdevelopmentThefollowing arethe discountratesusedin determiningthe
recoverablemountof the CGU:

The Group and the Bank
30.06.2018 30.06.201"

Investment banking and stockbroking 8.9% 8.3%

For the current financial year, impairmentwas not required for goodwill arising from investmentbanking and
stockbrokingCGU. Managemenbelievesthat any reasonablgossiblechangeto the assumptionsappliedis not
likely to causetherecoverablemountto belower thanthe carryingamount

Deposits from customers
The Group and the Bank
30.06.2018 30.06.201"

RM'000 RM'000

Fixed deposits 1,082,656 648,867

(i) The 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

(i) The deposits are sourced from the following customers:

Government and statutory bodies 841,509 456,337
Business enterprises 215,116 171,984
Individuals 26,031 20,546

1,082,656 648,867
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20 Deposits and placements of banks and other financial institutions
The Group and the Bank

30.06.2018 30.06.201;
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

21 Obligations on securities sold under repurchase agreements

Obligationson securitiessold underrepurchaseégreementare securitieswhich the Groupandthe Bank havesold
from its investmentportfolio, with a commitmentto repurchaset future dates Suchfinancingandthe obligationto
repurchas¢he securitieds reflectedasal liability onthe statementsf financial position

Thefinancialassetsoldunderrepurchasagreementareasfollows:
The Group and the Bank
30.06.2018 30.06.201"
RM'000 RM'000

Financial investments held-to-maturity 103,109 155,077

22 Other liabilities

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000
Amount due to holding company (a) - 265 - 265
Amounts due to subsidiary companies (a) - - 293 -
Remi siersd6 trust deposits 13,799 13,786 13,799 13,786
Treasury related payables 30,449 - 30,449 -
Other payables and accrued liabilities 30,822 81,346 30,558 81,425
Post employment benefits obligation:
- defined contribution plan 207 202 207 202
75,277 95,599 75,306 95,678

(&) The amountsdue to holding company, subsidiaryand related companiesare unsecured,nterest free and
repayableon demand
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23 Derivative financial assets/(liabilities)

The table below showsthe Group'sand the Bank's derivative financial instrumentsas at the reportingdate The

contractualor underlyingprincipal amountsof thesederivativefinancial instrumentsand their correspondingyross
positive (derivative assets)and grossnegative(derivativeliabilities) fair valuesat the reportingdate are analysed
below

The Group and the Bank
Contract or

underlying  Year-end  Year-end
principal positive negative
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 swa 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 swa 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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24

25

Subordinated obligations

The Group and the Bank
30.06.2018 30.06.201"
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 November2014 the Bank had completedthe first issuanceof RM50 million nominal value of Tier 2
SubordinatedNotes ( i SNidbt easit®f) its RM1.0 billion Multi-Currency SubNotes Programme The RM50
million SubNoteswill maturein 2024 and is callable on any coupon paymentdate falling on or after the 5th
anniversaryof theissuedate The SulbNoteswhich bearsinterestrateof 5.30% perannumis payablesemiannually
in arrears Theexerciseof the call optiononthe SubNotesshallbe subjectto the approvalof BNM.

The SubNotesconstituteunsecurediabilities of the Bank, andis subordinatedn right of paymentto the deposit
liabilities andall otherliabilities of the Bankin accordancevith thetermsandconditionsof theissue exceptto those

liabilities, which by their terms,rankequallyin right of paymenwith or aresubordinatedo the SulxNotes The Sub
Notesqualify asTier 2 capitalfor the purposeof determiningthe capitaladequacyatio of the Bank

Share capital

The Group and the Bank

30.06.2018 30.06.2017
Number of Number o
ordinary ordinary
shares RM'000 share: RM'000
Ordinary share issued and fully paid:
At 1 July - Ordinary shares of RM1.00 each 165,000 252,950 165,000 165,000
Transition to no-par value regime under the
Companies Act 2016 * - - - 87,950
At 30 June - Ordinary shares with no par value 165,000 252,950 165,000 252,950

*  The new CompaniesAct 2016 ( i N A w t which cameinto operationon 31 January2017, abolishedthe
conceptof authorisedsharecapital and par value of sharecapital Consequentlythe amountsstandingto the
credit of the sharepremiumaccountof RM87,950000 becomegart of the Group andthe Bank'ssharecapital
pursuantto the transitionalprovisionssetout in Section618 (2) of the New Act. Thereis no impacton the
numbersof ordinarysharesn issueor therelativeentitlemeniof any of the membersasaresultof this transition
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26 Redeemable preference shares ("RPS")

Authorised:
Non-cumulative redeemable preference shares of RM0.01 each
At 1 July/30 June

Issued and fully paid capital:
At 1 July/30 June

The main features of the RPS are as follows:

The Group and the Bank
30.06.2018 30.06.201"
RM'000 RM'000

20,000 20,000

(@) The RPShaveright to dividendsat the discretionof the Directors of the Bank, subjectto BNM's approval

pursuanto Section51 of FinancialServicesAct 2013

(b) TheRPSrankparipassun all respectamongthemselves

(c) TheRPSwill notbeconvertibleinto ordinaryshares

(d) TheRPShaveno fixed maturitydateandcanberedeemedtanytime by giving 7 daysnoticein writing.

(e) TheRPSwill notbelistedonanystockexchange

On 28 May 2015 the Bankredeemed 63076524 RPSof RMO0.01 each representind 00% of its issuedRPScapital

heldby HLG SecuritiesSdnBhd.

27 Reserves

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000
Regulatory reserve (a) 2,071 2,504 2,071 2,504
Fair value reserve (b) (3,355) 1,440 (3,355) 1,440
Retained profits (c) 250,314 247,094 250,085 246,910

249,030 251,038 248,801 250,854

(a) The Bankis requiredto maintainin aggregatecollective impairmentallowancesand regulatoryreserveof no
lessthan1.2% of total outstandindoansandadvancesnetof individual impairmentallowancesThetransferto
regulatoryreserveis by debitingtheretainedprofits.
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27 Reserveqcontinued)

28

29

(b) Movementof thefair valuereserves asfollows:

At 1 July

Net (loss)/gain from change in fair value

Reclassification to net profit on disposal and impairment

Deferred taxation

Net change in fair value reserve

At 30 June

The Group and the Bank

(c) TheBankcandistributedividendsout of its entireretainedearningsunderthe singletier system

Interest income

Loans and advances

Money at call and deposit placements with

financial institutions

Financial assets at fair value through profit or loss
Financial investments available-for-sale

Financial investments held-to-maturity

Derivative financial instruments

Others

Interest expense

Note 30.06.2018 30.06.201"
RM'000 RM'000
1,440 5,637
(5,151 (665)
(1,158 (4,857
13 1,514 1,325
(4,795) (4,197)
(3,355) 1,440

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000
14,920 19,026 14,920 19,026
3,600 1,672 3,549 1,598
37,123 40,852 37,123 40,852
39,832 39,959 39,832 39,959
32,894 27,754 32,894 27,754
8,131 8,032 8,131 8,032
16,602 11,356 16,602 11,356
153,102 148,651 153,051 148,577

Deposits and placements of banks and other financial institutions

Deposits from customers
Derivative financial instruments
Subordinated obligations

Others

The Group and the Bank
30.06.2018 30.06.201"

RM'000 RM'000
32,381 30,340
58,105 57,110
11,423 15,012

2,671 2,680
5,398 717
109,978 105,859
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30 Non-interest income

Fee income

Fee on loans and advances
Arranger fees

Placement fees

Corporate advisory fees
Underwriting commissions
Brokerage income

Commissions from future contracts
Other fee income

Net income from securities
Net realised gain/(loss) arising from sale/early
redemption of:

- Financial assets at fair value through profit or loss

- Financial investments available-for-sale
- Financial investments held-to-maturity
- Derivative financial instruments

Net (loss)/gain on revaluation of:

- Financial assets at fair value through profit or loss

- Derivative financial instruments
Dividend income from:

- Financial assets at fair value through profit or loss

- Financial investments available-for-sale

Other income

Loss on liquidation of subsidiaries

Gain on disposal of property and equipment
Foreign exchange gain/(loss)

Other non-operating income

Total non-interest income
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The Group The Bank

30.06.2018 30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000
554 785 554 785
4,439 9,633 4,439 9,633
2,243 12,451 2,243 12,451
5,446 5,630 5,446 5,630

- 1,795 - 1,795
65,650 59,321 65,650 59,321
855 620 855 620
23,487 13,792 23,285 13,750
102,674 104,027 102,472 103,985
8,153 5,735 8,153 5,735
1,212 3,990 1,212 3,990

R 189 - 189
(49,935 18,129 (49,935 18,129
(5,975 (5,622 (5,975 (5,622
12,232 9,937 12,232 9,937
3,092 1,751 3,092 1,751
70 12 61 -
(31,151) 34,121 (31,160) 34,109
- (7) - 4)

- 121 - 121
39,884 (17,280 39,884 (17,280
35 35 35 35
39,919 (17,131) 39,919 (17,128)
111,442 121,017 111,231 120,966
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31 Overhead expenses

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201
RM'000 RM'000 RM'000 RM'000
Personnel costs
Salaries, allowances and bont 48,457 53,055 48,331 52,924
Others 8,080 8,539 8,057 8,516
56,537 61,594 56,388 61,440
Establishment costs
Depreciation of property and equipment 1,693 1,604 1,693 1,604
Amortisation of intangible assets 2,665 2,657 2,665 2,657
Rental expenses 4,113 4,005 4,080 3,971
Information technology expenses 4,743 4,918 4,743 4,918
Others 2,210 2,136 2,196 2,120
15,424 15,320 15,377 15,270
Marketing expenses
Advertisement and publicity 39 35 39 35
Entertainment and business improvement 1,869 2,063 1,869 2,063
Others 202 254 202 254
2,110 2,352 2,110 2,352
Administration and general expenses
Management fees 2,717 2,725 2,716 2,724
Teletransmission expenses 5,193 4,764 5,193 4,764
Auditors' remuneration
- Statutory audit fees 313 285 306 278
- Regulatory related fees 53 23 53 23
- Tax compliance fee 15 15 15 15
- Other fees 102 168 102 168
Legal and professional fees 4,121 3,930 4,121 3,930
Others 5,369 4,677 5,364 4,671
17,883 16,587 17,870 16,573
Total overhead expenses 91,954 95,853 91,745 95,635

Includedin the overheadexpense®f the Group andthe Bank are Chief ExecutiveOfficer ("CEQO") and Directors'

remuneratioriotalling RM6,099,000(2017 RM4,568000).

Therewas no indemnity given or insuranceeffectedfor any auditor of the Group andthe Bank during the annual

financialyearandits comparativdinancial year.
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32 Allowance for impairment losses on loans and advances and other losses

(Allowance for)/write-back of losses on loans and advances:
(a) Individual assessment allowance

- made during the financial year
(b) Collective assessment allowance

- (made)/written-back during the financial year

(Allowance for)/write-back of losses on clients' and brokers' balances:
(a) Individual assessment allowance

- made during the financial year

- written-back during the financial year
(b) Collective assessment allowance

- made during the financial year

Bad debts on clients' and brokers' balances
- written-off
- recovered

Allowance for losses on fee income receival
(a) Individual assessment allowance

- made during the financial year

- written-back during the financial year
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The Group and the Bank
30.06.2018 30.06.201"

RM'000 RM'000
9) (10)
(331) 574
(340) 564
(204) (245)
270 110
- (11)

66 (146)

- (12)

- 513

- 501
(816) (987)
358 -
(458) (987)
(732) (68)
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33 Chief Executive Officer ("CEO") and Directors' remuneration
Forms of remuneration in aggregate for CEO and all Directors for the financial year as follows:

The Group and the Bank

30.06.2018 30.06.2017
Salaries, Salaries
bonuses bonuses
allowances allowance:
and defined and definel
contribution contributior
retirement  Director retiremen Director
plan fees Total plan fees Total
RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Group Managing Director/
Chief Executive Officer:
Ms Lee Jim Leng 5,496 - 5,496 4,120 - 4,120
Executive Directors:
Mr Tan Kong Khoo - - - - - -
Non-Executive Directors:
YBhg Dato' Mohzani bin
Abdul Wahab 12 141 153 - 95 95
Mr Martin Giles Manen 12 165 177 - 115 115
Mr Yong Yoong Fa 10 152 162 - 125 125
Encik Musa bin Mahmood 2 30 32 - 113 113

(Appointed on 22.03.2018)
YBhg Tan Sri Dato' Seri

Khalid Ahmad bin Sulaiman 6 73 79 - - -

(Retired on 31.01.2018)

5,538 561 6,099 4,120 448 4,568

Directors of subsidiaries - - - - - R

Total directors' remuneration 5,538 561 6,099 4,120 448 4,568

Themovementanddetailsof the Directorsof the Bankin office andinterestdn sharesandshareoptionsarereported
in the Directors'Report

The Directors'Remunerationin the currentfinancial year representsemuneratiorfor Directors'of the Group, the
Bankandits subsidiariezo complywith therequirement®f the CompaniesAct, 2016 The comparativdigureshave
not beenrestatedo includethe Directorsin the subsidiarie®f the Bank The namesof directorsof subsidiariesand
their remunerationdetails are set out in the respectivesubsidiary'sstatutoryaccountsand the said information is
deemedncorporatechereinby suchreferenceandmadea partthereof
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33 Chief Executive Officer ("CEO") and Directors' remuneration (continued)

During the financial year, Directors & Officers of the Bank are coveredunderthe D i r e c&t Qofr f si Gtiadbilitys
Insurancen respectof liabilities arisingfrom actscommittedin their respectivecapacityas, inter alia, Directors&

Officers of the Bank subjectto the termsof the policy. Thetotal amountof premiumfor theD i r e c&t Qof rf si €
Liability Insurancenvaspaidby theintermediatéholdingcompanyHongLeongCapitalBerhad

34 Taxation
The Group The Bank
Note 30.06.2018 30.06.2017 30.06.2018 30.06.201:
RM'000 RM'000 RM'000 RM'000
Malaysian income tax:
- current financial yeards ch@&@rge - - -
8 - - -
Deferred taxation
- relating to origination and reversal of
temporary differences 13 4,085 3,054 4,085 3,054
4,085 3,054 4,085 3,054
4,093 3,054 4,085 3,054

A reconciliationof incometax expenseapplicableto profit beforetaxationat the statutoryincometax rate to tax
incomeat the effectiveincometax rateof the Groupandthe Bankis asfollows:

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201
RM'000 RM'000 RM'000 RM'000
Profit before taxation 61,880 67,888 61,827 67,981
Tax calculated at a rate of 24% (2017: 24%) 14,851 16,293 14,838 16,315
Tax effects of:
- Income not subject to tax (676) (403) (673) (373)
- Expenses not deductible for tax purposes 1,350 757 1,350 705
- Utilisation of unutilised tax losses previously
not recognised 3] - - -
- Recognition of unutilised tax credit previously
not recognised (11,835) (13,341) (11,835) (13,341)
- Origination of temporary differences previously
not recognised 405 (252) 405 (252)
Tax expense for the financial year 4,093 3,054 4,085 3,054
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35 Earnings per share

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.201
RM'000 RM'000 RM'000 RM'000
(a) Basic earnings per share
Weighted average number of number
of ordinary shares in issue 165,000 165,000 165,000 165,000
Net profit attributable to equity holder of the Bank 57,787 64,834 57,742 64,927
Basic earnings per share (sen) 35.02 39.29 35.00 39.35

(b) Diluted earnings per share

Thereis no diluted earningsper shareasthe Groupandthe Bank haveno categoryof dilutive potentialordinary
sharesutstandingasat 30 June2018and30 June2017.
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36 Significant related party transaction

(a) Related parties and relationships

The related parties and their relationships with the Bank are as follows:

Related parties

Hong Leong Company (Malaysia) Berhad
("HLCM")

Hong Leong Financial Group Berhad ("HLFG")
Hong Leong Capital Berhad ("HLCB")

Subsidiary companies of the Bank as disclosed
in Note 14

Subsidiary companies of HLCM
Subsidiary companies of HLFG
Subsidiary companies of HLCB

Key management personnel

Related parties of key management personnel
(deemed as related to the Bank)

Relationship

Ultimate holding company

Penultimate holding company
Immediate holding company

Subsidiaries

Subsidiaries of ultimate holding company

Subsidiaries of penultimate holding company

Subsidiaries of immediate holding company

The key management personnel of the Bank consists ¢

- All Directors of the Bank and its holding company

- Key management personnel of the Bank who have th
authority and responsibility for planning, directing anc
controlling the activities of the Bank either directly or

indirectly

(i) Close family members and dependents of key
management personnel

(i) 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
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36 Significant related party transaction (continued)
(b) Related parties transactions

Transactions with related parties are as follows:

The Group
30.06.2018

Income

Interest income

Brokerage income

Arranger fee

Placement fee

Other fee

Gain on securities and derivatives

Expenditure *
Interest expense
Rental

Management fees
Other miscellaneuos

Amounts due from:

Cash and short-term funds

Financial assets at fair value through profit or loss
Financial investments available-for-sale
Derivative financial assets
Clientsd and
Other assets

broker sbéb

Amounts due to:
Deposits from customers

bal ances -

Deposits and placements of banks and other financial institutions -

Derivative financial liabilities
Other liabilities

87

Holding and Other Key
ultimate holding related management
companies companies personnel
RM'000 RM'000 RM'000
- 17,154 -
- 8,606 179
640 620 -
850 - -
105 260 -
- 737 -
1,595 27,377 179
- 15,644 489
- 2,876 -
2,717 - -
- 3,227 -
2,717 21,747 489
- 2,939 -
100 156,558 -
- 292 -
- 778 -
23,180 -
39 1,435 -
139 185,182 -
- 1,413 16,648
326,552 -
- 1,733 -
- 60 -
- 329,758 16,648
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36 Significant related party transaction (continued)
(b) Related parties transactiongcontinued)

Transactions with related parties are as follows: (continued)

Holding and Other Key
ultimate holding related management
The Group companies companies personnel
30.06.2018 RM'000 RM'000 RM'000
Commitments and contingencies
Derivative financial instruments - 42,000 -
The Group
30.06.2017
Income
Interest income - 17,783 -
Brokerage income - 4,814 125
Arranger fee - 80 -
Other fee 45 239 -
Loss on securities and derivatives - (2,737) -
45 20,179 125
Expenditure
Interest expense - 31,220 493
Rental - 2,615 -
Management fees 2,724 - -
Other miscellaneuos - 3,266 -
2,724 37,101 493
Amounts due from:
Cash and short-term funds - 7,691 -
Financial assets at fair value through profit or loss 79 7,123 -
Financial investments available-for-sale - 234 -
Derivative financial assets - 2,175 -
Clientsd6 and brokersdé6 balances - 1,833 -
Other assets 232 803 -
311 19,859 -
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36 Significant related party transaction (continued)
(b) Related parties transactiongcontinued)

Transactions with related parties are as follows: (continued)

Holding and Other Key
ultimate holding related management
The Group companies companies personnel
30.06.2017 RM'000 RM'000 RM'000
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 -
Clientsd and brokersd balances - 20,149 -
Other assets 265 423 -
265 460,597 11,124
Commitments and contingencies
Derivative financial instruments - 42,000 -
Holding and Other Key
ultimate holding related management
The Bank companies Subsidiaries companies personnel
30.06.2018 RM'000 RM'000 RM'000 RM'000
Income
Interest income - - 17,104 -
Brokerage income - - 8,606 179
Arranger fee 640 - 620 -
Placement fee 850 - - -
Other fee 105 - 260 -
Gain on securities and derivatives - - 737 -
1,595 - 27,327 179
Expenditure *
Interest expense - - 15,644 489
Rental - - 2,876 -
Management fees 2,717 - - -
Other miscellaneuos - - 3,227 -
2,717 - 21,747 489

* Pursuantto requirementsas set out in Bank NegaraMalaysia's("BNM") circular dated28 March 2018 on
Standardon IntercompanyChargesPaid/Payabléo Foreign Shareholders/Relatefintities, the intercompany
paymentdy the Bankareprimarily transactedvith relatedpartiesdomiciledin Malaysia
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36 Significant related party transaction (continued)
(b) Related parties transactiongcontinued)

Transactions with related parties are as follows: (continued)

Holding and Other Key
ultimate holding related management
The Bank companies Subsidiaries companies personnel
30.06.2018 RM'000 RM'000 RM'000 RM'000
Amounts due from:
Cash and short-term funds - - 2,829 -
Financial assets at fair value through profit or loss 100 - 156,558 -
Derivative financial assets - - 778 -
Clients6 and brokersd bal ances - 23,180 -
Other assets 39 - 1,435 -
139 - 184,780 -
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 - 293 60 -
- 293 329,758 16,648
Commitments and contingencies
Derivative financial instruments - - 42,000 -
The Bank
30.06.2017
Income
Interest income - - 17,709 -
Brokerage income - - 4,814 125
Arranger fee - - 80 -
Other fee 45 - 228 -
Loss on securities and derivatives - - (2,737) -
45 - 20,094 125
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36 Significant related party transaction (continued)

Transactions with related parties are as follows: (continued)

Holding and Other Key
ultimate holding related management
The Bank companies Subsidiaries companies personnel
30.06.2017 RM'000 RM'000 RM'000 RM'000
Expenditure
Interest expense - - 31,220 493
Rental - - 2,615 -
Management fees 2,724 - - -
Other miscellaneuos - - 3,250 -
2,724 - 37,085 493
Amounts due from:
Cash and short-term funds - - 7,621 -
Financial assets at fair value through profit or loss 79 - 7,123 -
Derivative financial assets - - 2,175 -
Clientsdéd and brokersd balances - 1,833 -
Other assets 232 - 803 -
311 - 19,555 -
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 -
Clients6 and brokersd bal ances - 20,149 -
Other liabilities 265 - 423 -
265 - 460,597 11,124
Commitments and contingencies
Derivative financial instruments - - 42,000 -

The significant related party transactionsabove are primarily transactedwith related parties domiciled in
Malaysia
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36 Significant related party transaction (continued)

(c) Key management personnel

The Group and the Bank
30.06.2018 30.06.201%

RM'000 RM'000

Salaries, allowances and other short-term employee benefits 9,059 8,308
Fees 561 448
9,620 8,756

Includedin theaboveis the Directors'remuneratiorwhich is disclosedn Note 33.

(d) Credit transactions and exposure with connected parties

Credit exposureswith connectedparties as per Bank NegaraMa | a y sevisedGuidelines on Credit
TransactionandExposuresith ConnectedPartiesareasfollows:

The Group and the Bank
30.06.2018 30.06.201"

RM'000 RM'000

Outstanding credit exposures with connected parties 4,171 10,525
Percentage of outstanding credit exposures with connected

parties as a proportion of total credit exposures 2.78% 0.35%
Percentage of outstanding credit exposures with connected

0.00% 0.00%

parties which is non-performing or in default
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37 Dividends

Dividends declared and proposed as follows:-

The Group and the Bank

30.06.2018 30.06.2017
Single-tier Single-tiel
dividend per Amount of dividend pe Amount of
share dividend share dividend
Sen RM'000 Sen RM'000
Ordinary shares 27.58 45,500 33.33 55,000

At theforthcomingAnnual GeneraMeeting,the Directorsof the Bank proposeafinal singletier dividendof 27.5758
senper shareon the Bank'sadjustedissuedand paid-up sharecapitalamountingto RM45,500,070 for the financial
yearended30June2018

Dividendsrecognisedasdistributionto ordinaryequity holdersof the Bank

The Group and the Bank

30.06.2018 30.06.2017
Single-tier Single-tiel
dividend per Amount of dividend pe Amount of
share dividend share dividenc
Sen RM'000 Sen RM'000
Ordinary shares 33.33 55,000 31.70 52,300
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38 Commitments and Contingencies

In the normal courseof businessthe Bank makesvariouscommitmentsandincur certaincontingentliabilities
with legalrecourseo their customersNo materiallossesareanticipatedasa resultof thesetransactionsThese
commitmentandcontingenciearealsonot securedvertheasset®f the Group

30.06.2018 30.06.2017

Principal Principal
amount amount
The Group and the Bank RM'000 RM'000
Commitments and contingencies
Direct credit substitutes 1,000 1,000
Obligations under underwriting agreement - 130,000
Lending of banksdé securities or the posting of
including instances where these arise out of repo-style transactions 4,914 10,352
Any commitments that are unconditionally cancelled at any time by
the Bank without prior notice
- maturity less than one year 662,442 661,322
Other commitments, such as formal standby facilities and credit lines
- maturity one year or less - 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

" Thesederivativesarerevaluedat grosspositionbasisandthe fair valuehavebeenreflectedin Note23to the
financial statementasderivativefinancialasset®r derivativesfinancialliabilities.
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39

Capital commitments

The Group and the Bank
30.06.2018 30.06.201:
RM'000 RM'000
Property and equipment
- approved and contracted but not provide: 9,430 1,130

40 Lease commitments

41

42

The Groupandthe Bank haveleasecommitmentdn respecbof rentedpremisesandhired equipmentsall of which are
classifiedasoperatingease A summaryof the future minimumleasepaymentsnetof subleaseindernon-cancellable
operatingeasecommitmentsareasfollows:

The Group and the Bank
30.06.2018 30.06.201"

RM'000 RM'000

Less than one year 2,025 2,235
More than one year 13 39
2,038 2,274

Capital Management

The Bank'scapital is in relation to its risk profile and strategicobjectivesset by the Board to meetshareholder'
requirementandexpectationsThe Bank'sCapital ManagemenErameworkfor maintainingappropriatecapitallevels
hascompliedwith therequirement®f BankNegaraMalaysia'sRevisedRisk WeightedCapital AdequacyFramework
Thecomponent®f thetotal capitalandcapitaladequacyatiosaredisclosedn Note42.

Capital adequacy

The Group'sandthe Bank's regulatorycapitalis governedby B N M @gsidelineson Capital AdequacyFramework

With effect from 1 January2018 the capital adequacyratios of the the Group and the Bank are computedin

accordancewith B N M 6gaidelineson Capital AdequacyFramework(Capital Components)ssuedon 2 February
2018 The Frameworksetsout the approachfor computingthe regulatorycapitaladequacyatios,aswell asthelevels
of the ratios at which bankinginstitutionsare requiredto operate The Frameworkis to strengthercapital adequacy
standardsjn line with the requirementsset forth underBasellll. The minimum capital adequacyequirementfor

commonequity Tier 1 ("CET 1") capitalratio andTier 1 capitalratio are4.5% and6.0% respectively The minimum

regulatorycapitaladequacyequirementemainsat 8.0%.
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42 Capital adequacy(continued)

The risk-weightedassety"RWA") of the Group and the Bank have adoptedthe Standardisedpproachfor Credit
Risk andMarketRisk, andthe BasicIndicator Approachfor OperationaRisk computation

TheBankis alsorequiredto maintaincapitalbuffers The capitalbuffersshallcomprisethe sumof thefollowing:

a) aCapitalConservatiorBuffer ( A C C& 8.5%; and

b) a CountercyclicalCapital Buffer ( fi C C ydBtérminedas the weightedaverageof the prevailing CCyB rates
appliedin thejurisdictionsin which the Bank hascreditexposures

The CCB requirementsindertransitionalarrangementshallbe phaseein startingfrom 1 January2016asfollows:

CCB
Calendar year 2016 0.625%
Calendar year 2017 1.25%
Calendar year 2018 1.875%
Calendar year 2019 onwards 2.5%

() The capital adequacy ratios of the Group and the Bank are as follows:

The Group The Bank
30.06.2018 30.06.2017 30.06.2018 30.06.2017

Before deducting proposed dividends:

Common equity tier 1 ("CET1") capital ratio 33.091% 29.759% 33.073% 29.744%
Tier | capital ratio 33.091% 29.759% 33.073% 29.744%
Total capital ratio 37.634% 33.928% 37.619% 33.912%

After deducting proposed dividends"

CET | capital ratio 29.135% 25.414% 29.115% 25.398%

Tier | capital ratio 29.135% 25.414% 29.115% 25.398%

Total capital ratio 33.679% 29.583% 33.661% 29.566%
Note:

@ Proposed dividends of RM45,500,000 (2017: RM55,000,000).
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42 Capital adequacy(continued)

(i) The components of CET1, Tier 1 and total capital of the Group and the Bank are as follows:

The Group The Bank
30.06.2018  30.06.2017 30.06.2018 30.06.2017
RM'000 RM'000 RM'000 RM'000
CET1 capital
Paid-up ordinary share capital 252,950 252,950 252,950 252,950
Retained profits 250,314 247,094 250,085 246,910
Other reserves (3,355) 1,440 (3,355) 1,440
Less: goodwill and intangibles (31,672) (33,796) (31,672) (33,796)
Less: deferred tax assets (87,582) (90,153) (87,582) (90,153)
Less: investment in subsidiary companies - - (200) (160)
Less: 55% of cumulative gains of financial
instruments available-for-sale - (792) - (792)
Total CET1 capital 380,655 376,743 380,226 376,399
Tier 1 capital 380,655 376,743 380,226 376,399
Tier 2 capital
Collective assessment allowarite
and regulatory resenfd 2,266 2,783 2,266 2,783
Subordinated obligations 50,000 50,000 50,000 50,000
Regulatory adjustments:
- investment in subsidiary companies - - - (40)
Total Tier 2 capital 52,266 52,783 52,266 52,743
Total capital 432,921 429,526 432,492 429,142
Note:

@ Excludes collective assessment allowance attributable to loans and advances classified as impaired.

@) Includes the qualifying regulatory reserve for non-impaired loans and advancesof RM2,071,000 (2017:
RM2,504,000).

(iii) Breakdown of risk-weighted assets in the various risk weights:

The Group The Bank
30.06.2018  30.06.2017 30.06.2018 30.06.201"
RM'000 RM'000 RM'000 RM'000
Credit risk 407,913 462,211 407,598 461,963
Market risk 457,231 517,433 457,231 517,433
Operational risk 285,193 286,353 284,840 286,064

1,150,337 1,265,997 1,149,669 1,265,460
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43 Financial instruments

(a) Risk management objectives and policies

Risk Managemenis oneof the coreactivitiesof the Bankto strike a balancebetweersoundpracticesandrisk-
return An effectiverisk managemernis thereforevital to ensurethatthe Bank conductsts businessn a prudent
mannerto ensurethattherisk of potentiallossess reduced

Credit Risk

Creditrisk, or the risk of counterpartieslefaulting,is controlledby the applicationof credit approvals credit
limits and monitoring procedures Credit risk include settlementrisk, default risk and concentrationrisk.
Exposureto creditrisk arisesmainly from financing, underwriting,securitiesand derivative exposuref the
Bank

The Bank has set out Board approved policies and guidelinesfor the managemenbf credit risk. The
ManagementCredit and Underwriting Committee ("MCUC") shall overseeall credit related mattersof the
Bank,in additionto anindependen€CreditDepartment

The Board has delegatedappropriateDelegationof Authority to the MCUC and seniormanagementor the
approvalof creditfacilities.

Market Risk

Marketrisk is the risk of lossarising from adversefluctuationin marketprices,suchasinterestrates,equity
pricesandforeigncurrency The Bankmonitorsall suchexposuresrisingfrom tradingactivitiesof thetreasury
andstockbrokingousinessctivitieson a daily basisandmanagemeris alertedon the financialimpactof these
risks

The Bank hasin placea setof policies, guidelinesfor the managemenof marketrisk. Stresstestingis also
employedto capturethe potentialmarketrisk exposurefrom unexpectednarketmovements Concernsand
significant findings are communicatedo the senior managemenat the Assetsand Liabilities Managemen
Committeg("ALMCOQO") andto theBoard

Liquidity Risk

Liquidity risk is the risk of financial loss arising from the inability to fund increasesn assetsand/or meet
obligationsas they fall due Financial obligationsarisesfrom the withdrawal of deposits,funding of loans
committedand repaymeniof borrowedfunds It is the Bank'spolicy to ensurethat thereis adequatdiquidity
acrossall businesaunits to sustainongoingoperationsaswell assufficient liquidity to fund assetgrowth and
strategicopportunities
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43 Financial instruments (continued)

(a) Risk management objectives and policie&ontinued)

Operational Risk

Operationalisk is therisk of directandindirectlossresultingfrom inadequater failed internalprocessesnd
controlsdueto error, inefficiencies,omissionand unauthorisedaccessjncluding externaleventsbeyondthe
control of the Bank In orderto reduceor mitigate theserisks, the Bank has establishednternal control
mechanismsvithin thevariouslevelsof the organisationwhich includethe settingup of procedurabndcontrol
systemdby thevariousunitsto managehe dayto-day operationakisk inherentin their respectivebusinessand
functionalareas

The OperationaRisk Managemen{"ORM") Policy s in placeto ensurethatcontrolsandsegregatiorof duties
existsto mitigate operationalrisks The Bank hastakenan initiative to promoteoperationalrisk awarenes:
amongits staff andan in-houseawarenesprogrammewvascompletedn 2011 The Bank hasbegunpresenting
loss data reports on monthly basisto the senior managementnd the Board This will also provide the
foundationfor mappingandcollectingdataon losseventsand selfassessmemhodelsin subsequenphasef
the ORM initiatives

(b) Market risk

Marketrisk sensitivity assessmerns basedon the changesn key variables,suchasinterestratesand foreign
currencyrates,while all othervariablesremainunchangedThe sensitivity factorsusedare assumptiondasec
on parallelshiftsin the key variablesto projecttheimpacton the assetandliabilities positionof the Groupand
theBankasatthereportingdate

The scenariosusedare simplified wherebyit is assumedhat all key variablesfor all maturitiesmove at the
sametime and by the samemagnitudeand do not incorporateactionsthat would be otherwisetakenby the
businessunit and risk managemento mitigate the effect of this movementin key variables In reality, the
Groupandthe Bank proactivelyseekto ensurethat the interestraterisk profile is managedo minimiselosses
andoptimisenetrevenues

(i) Interest rate sensitivity analysis

Thefollowing tableshowsthe sensitivityof the Group'sandthe Bank'sprofit aftertax andits equity
with animmediateup anddown +/-100basispoints(‘bps")parallelshift in theinterestrate

The Group The Bank
Impact on Impact on
profit after  Impact on profit after Impact on
tax equity tax equity
RM'000 RM'000 RM'000 RM'000
30.06.2018
+100 bps 14,320 (31,227) 14,320 (31,227)
-100 bps (14,320) 31,227 (14,320) 31,227
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43 Financial instruments (continued)
(b) Market risk (continued)

() Interest rate sensitivity analysis (continued)

Thefollowing table showsthe sensitivity of the Group'sandthe Bank'sprofit aftertax andits equity with
animmediateup anddown+/-100basispoints('bps’)parallelshift in theinterestrate

The Group The Bank
Impact on Impact on
profit after  Impact on profit after Impact on
tax equity tax equity
RM'000 RM'000 RM'000 RM'000
30.06.2017
+100 bps 18,855 (25,652) 18,855 (25,652)
-100 bps (18,855) 25,652 (18,855) 25,652

(i) Foreign currency sensitivity analysis

(iii)

The foreign currencysensitivity representghe affect of the appreciationor depreciationof the foreign
currencyratesagainstRinggit Malaysiaon the consolidatedurrencyposition,while othervariablesremain
constant

Impact on profit after tax

30.06.2018 30.06.2017
+1% -1% +1% -1%
The Group and the Bank RM'000 RM'000 RM'000 RM'000
uUsD (16) 16 (21) 21
SGD 4 4) 2 2
Others 8 (8) (2) 2
4 4 (21) 21

Equity prices sensitivity analysis

The Groupandthe Bank'sexposureo equity securitegpricerisk arisesfrom investmentdield by the Group
and classified in the statementsof financial position as financial assetsheld-for-trading and financial
investmentsavailablefor-sale

The Groupandthe Bank do not havesignificantexposurdo equity pricerisks
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43 Financial instruments (continued)

(b) Market risk (continued)

Interest rate risk

Thetablesbelowsummarisehe Gr o uandihe B a n lexpasurdo interestraterisks Includedin thetablesaretheGr o uandihe B a n kinarecial assetandfinancial liabilities
at their carryingamounts categorisedy the earlier of contractuakepricingor maturity dates As interestratesandyield curveschangeovertime, the Groupandthe Bank may be
exposedo lossin earningsdueto the effectsof interestrateson the structureof the statementf financial position Sensitivity to interestratesarisesfrom mismatchesn the
repricingdates cashflows andothercharacteristicef the assetandtheir correspondingdiabilities funding

< Nonitradimn >
Non-interest
The Group Upto 1 7 33tol2 1 7 Hverb rate Trading
30.06.2018 1 month months months years years sensitive book Total
RM6000 RM6OOORMOOOORMOOORMOOOORMOOOORMBO0O00 RMEO

Assets
Cash and short-term funds 16,097 - - - - 39,870 - 55,967
Clients' and brokers' balances - - - - - 312,429 - 312,429
Securities purchased under resale agreements - - 35,000 - - 126 - 35,126
Deposits and placements with banks and

other financial institutions - - 40,375 - - 270 - 40,645
Financial assets at fair value through profit or loss - - - - - - 1,223,984 1,223,984
Financial investments available-for-sale 5,000 - 35,071 847,782 315,294 13,067 - 1,216,214
Financial investments held-to-maturity - 20,007 35,026 662,687 119,756 10,183 - 847,659
Loans and advances 208,615 - - 19,829 58 (745) - 227,757
Derivative financial assets - - - - - - 29,351 29,351
Statutory deposits with Bank Negara Malaysia - - - - - 52,500 - 52,500
Other assets - - - - - 26,572 - 26,572
Total assets 229,712 20,007 145,472 1,530,298 435,108 454,272 1,253,335 4,068,204
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43 Financial instruments (continued)

(b) Market risk (continued)

Interest rate risk (continued)

< Nonitradi >
Non-interest
The Group Upto 1 7 33tol2 1 7 Hverb rate Trading
30.06.2018 1 month months months years years sensitive book Total

RM6000 RM6OOORMO6OOORMOOORMOEOOORMOOOORMBOO0 RMBO

Liabilities
Clients' and brokers' balances
Deposits from customers
Deposits and placements of banks and other
financial institutions
Obligations on securities sold under repurchase agreements
Other liabilities and provision for tax
Derivative financial liabilities
Subordinated obligations

Total liabilities

Net interest sensitivity gap

Direct credit substitutes
Credit related commitments and contingencies

Net interest sensitivity gap

102

- - - - - 289,511 - 289,511
1,010,633 57,612 11,345 - - 3,066 - 1,082,656
1,957,307 44,308 55,156 - - 2,189 - 2,058,960

99,029 - - - - 625 - 99,654
- - - - - 75,280 - 75,280
- - - - - - 44,428 44,428
- - - - 49,891 399 - 50,290
3,066,969 101,920 66,501 - 49,891 371,070 44428 3,700,779
(2,837,257) _ (81,913) 78,971 1,530,298 385217
- - - - - 1,000
- - - - - 667,356
- - - - - 668,356
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43 Financial instruments (continued)

(b) Market risk (continued)

Interest rate risk (continued)

< Nonitradin >
Non-interest
The Group Upto 1 7 33tol2 1 7 Hverb rate Trading
30.06.2017 1 month months months years years sensitive book Total

RM6000 RM6OOORMO6OOORMOOORMOEOOORMOBOOORMBOO0 RMBO

Assets

Cash and short-term funds

Clients' and brokers' balances

Securities purchased under resale agreements

Financial assets at fair value through profit or loss

Financial investments available-for-sale
Financial investments held-to-maturity

Loans and advances

Derivative financial assets

Statutory deposits with Bank Negara Malaysia
Other assets

Total assets

102,046 - - - - 104,693 - 206,739
- - - - - 267,774 - 267,774
- - 35,000 - - 123 - 35,123
- - - - - - 1,080,680 1,080,680
- 26,935 102,857 521,514 311,850 9,993 - 973,149
- 50,047 84,125 454,092 310,500 10,451 - 909,215
211,293 - 14,674 10,960 64 (399) - 236,592
- - - - - - 19,916 19,916
- - - - - 58,100 - 58,100
- - - - - 46,663 - 46,663
313,339 76,982 236,656 986,566 622,414 497,398 1,100,596 3,833,951
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Notes to the financial statements
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43 Financial instruments (continued)

(b) Market risk (continued)

Interest rate risk (continued)

< Nonitradi >
Non-interest
The Group Upto 1 7 33tol2 1 7 Hverb rate Trading
30.06.2017 1 month months months years years sensitive book Total
RM6000 RM6OOORMOOOORMOOORMOOOORMOBOOORMBO0O00 RMEO
Liabilities
Clients' and brokers' balances - - - - - 220,494 - 220,494
Deposits from customers 534,215 106,964 6,101 - - 1,587 - 648,867
Deposits and placements of banks and other
financial institutions 1,905,269 308,695 31,002 - - 2,767 - 2,247,733
Obligations on securities sold under repurchase agreements - 149,111 - - - - - 149,111
Other liabilities - - - - - 95,599 - 95,599
Derivative financial liabilities - - - - - - 47,959 47,959
Subordinated obligations - - - - 49,870 392 - 50,262
Total liabilities 2,439,484 564,770 37,103 - 49,870 320,839 47,959 3,460,025
Net interest sensitivity gap (2,126,145) (487,788) 199,553 986,566 572,544
Direct credit substitutes - - - - - 1,000
Credit related commitments and contingencies - - - - - 802,000
Net interest sensitivity gap - - - - - 803,000
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Hong Leong Investment Bank Berhad
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Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)

(b) Market risk (continued)

Interest rate risk (continued)

< Nonitradimn >
Non-interest
Upto 1 7 33tol2 1 7 Hverb rate Trading

The Bank 1 month months months years years sensitive book Total
30.06.2018 RM6000 RM6OOORMOOOORMOOORMOOOORMOOOORMBO0O00 RMEO
Assets
Cash and short-term funds 16,097 - - - - 39,760 - 55,857
Clients' and brokers' balances - - - - - 312,429 - 312,429
Securities purchased under resale agreements - - 35,000 - - 126 - 35,126
Deposits and placements with banks and

other financial institutions - - 40,375 - - 270 - 40,645
Financial assets at fair value through profit or loss - - - - - - 1,223,984 1,223,984
Financial investments available-for-sale 5,000 - 35,071 847,782 315,294 12,774 - 1,215,921
Financial investments held-to-maturity - 20,007 35,026 662,687 119,756 10,183 - 847,659
Loans and advances 208,615 - - 19,829 58 (745) - 227,757
Derivative financial assets - - - - - - 29,351 29,351
Statutory deposits with Bank Negara Malaysia - - - - - 52,500 - 52,500
Other assets - - - - - 26,572 - 26,572
Total assets 229,712 20,007 145,472 1,530,298 435,108 453,869 1,253,335 4,067,801
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Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)
(b) Market risk (continued)

Interest rate risk (continued)

< Nonitradimn >
Non-interest
The Bank Up to 1 i 33tol2 1 i HSverb rate Trading
30.06.2018 1 month months months years years sensitive book Total
RM6000 RM6OOORMOOOORM6OORRMOOOORMBOO0O0ORMBO0O0 RMOO
Liabilities
Clients' and brokers' balances - - - - - 289,511 - 289,511
Deposits from customers 1,010,633 57,612 11,345 - - 3,066 - 1,082,656
Deposits and placements of banks and other
financial institutions 1,957,307 44,308 55,156 - - 2,189 - 2,058,960
Obligations on securities sold under repurchase agreements 99,029 - - - - 625 - 99,654
Other liabilities - - - - - 75,306 - 75,306
Derivative financial liabilities - - - - - - 44,428 44,428
Subordinated obligations - - - - 49,891 399 - 50,290
Total liabilities 3,066,969 101,920 66,501 - 49,891 371,096 44,428 3,700,805
Net interest sensitivity gap (2,837,257) (81,913) 78,971 1,530,298 385,217
Direct credit substitutes - - - - - 1,000
Credit related commitments and contingencies - - - - - 667,356
Net interest sensitivity gap - - - - - 668,356
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Notes to the financial statements
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43 Financial instruments (continued)

(b) Market risk (continued)

Interest rate risk (continued)

The Bank
30.06.2017

Assets

Cash and short-term funds

Clients' and brokers' balances

Securities purchased under resale agreements
Financial assets at fair value through profit or loss
Financial investments available-for-sale
Financial investments held-to-maturity

Loans and advances

Derivative financial assets

Statutory deposits with Bank Negara Malaysia
Other assets

Total assets

A

Upto 1 i
1 month months

Nonitradi

33to12
months

1

years

»

n

Fver 5

years

'

Non-interest

rate Trading
sensitive book

Total

RM6000 RM6OOORMO6OOORMOOORMOEOOORMOOOORMBOO0 RMBO

102,046 - - - - 104,623 - 206,669
- - - - - 267,774 - 267,774
- - 35,000 - - 123 - 35,123
- - - - - - 1,080,680 1,080,680
- 26,935 102,857 521,514 311,850 9,759 - 972,915
- 50,047 84,125 454,092 310,500 10,451 - 909,215
211,293 - 14,674 10,960 64 (399) - 236,592
- - - - - - 19,916 19,916
- - - - - 58,100 - 58,100
- - - - - 46,663 - 46,663
313,339 76,982 236,656 986,566 622,414 497,094 1100596 3,833,647
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43 Financial instruments (continued)
(b) Market risk (continued)

Interest rate risk (continued)

A

Nonitradi

»

!

Non-interest

The Bank Up to 1 i 33tol2 1 i HSverb rate Trading
30.06.2017 1 month months months years years sensitive book Total
RM6000 RM6OOORMOOOORM6OORRMOOOORMBOO0O0ORMBO0O0 RMOO

Liabilities
Clients' and brokers' balances - - - - - 220,494 - 220,494
Deposits from customers 534,215 106,964 6,101 - - 1,587 - 648,867
Deposits and placements of banks and other

financial institutions 1,905,269 308,695 31,002 - - 2,767 - 2,247,733
Obligations on securities sold under repurchase agreements - 149,111 - - - - - 149,111
Other liabilities - - - - - 95,678 - 95,678
Derivative financial liabilities - - - - - - 47,959 47,959
Subordinated obligations - - - - 49,870 392 - 50,262
Total liabilities 2,439,484 564,770 37,103 - 49,870 320,918 47,959 3,460,104
Net interest sensitivity gap (2,126,145) (487,788) 199,553 986,566 572,544
Direct credit substitutes - - - - - 1,000
Credit related commitments and contingencies - - - - - 802,000
Net interest sensitivity gap - - - - - 803,000
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Hong Leong Investment Bank Berhad
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Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)

(c) Liquidity risk

Liquidity risk is definedasthe currentand prospectiverisk arisingfrom theinability of the Groupandthe Bankto meetits contractuabr regulatoryobligationswhentheyfall due
without incurring substantialosses Liquidity obligationsarisefrom withdrawalsof deposits repaymentof purchasedunds at maturity, extensionsof credit andworking capital
needs The Groupandthe Bank seekthe project,monitorandmanagets liquidity needsundernormalaswell asadversecircumstances

The table below analyseshe carryingamountof assetsand liabilites (include nonfinancial instruments)as at reporting date basedon the remainingcontractualmaturity andis

disclosedn accordancevith therequirement®f BNM Guideline

The Group Upto 1 week to 1to3 3to6 61012 Over 1 No specific
30.06.2018 1 week 1 month months months months year maturity Total
RM6000 RM6OOORMOOOORMOOORMOEOOORMOBOOORMBO0O0 RMEO

Assets
Cash and short-term funds 55,967 - - - - - - 55,967
Clients' and brokers' balances 312,429 - - - - - - 312,429
Securities purchased under resale agreements - - - 35,126 - - - 35,126
Deposits and placements with banks and

other financial institutions - - - 40,645 - - - 40,645
Financial assets at fair value through profit or loss 307,565 - 461,369 150,350 - 298,448 6,252 1,223,984
Financial investments available-for-sale 5,105 - - - 35,559 1,175,012 538 1,216,214
Financial investments held-to-maturity - - 20,267 - 35,104 792,288 - 847,659
Loans and advances 207,870 - - - - 19,887 - 227,757
Derivative financial assets 2,280 3,255 2,458 2,896 6,125 12,337 - 29,351
Other assets * 428 - - - 28,660 - 184,539 213,627
Total assets 891,644 3,255 484,094 229,017 105,448 2,297,972 191,329 4,202,759

* Includesstatutorydepositswith Bank NegaraMalaysia,deferredtax assetspropertyandequipmentjntangibleassetandgoodwill.
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Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)
(c) Liquidity risk (continued)

The table below analyseghe carrying amountof assetsand liabilites (include nonfinancial instruments)as at reportingdate basedon the remainingcontractualmaturity andis
disclosedn accordancevith therequirement®f BNM Guideline (continued)

The Group Up to 1 week to 1to3 3to6 6to 12 Over1 No specific
30.06.2018 1 week 1 month months months months year maturity Total
RM6000 RM6OOORMOOOORM6OORRMOOOORMBOO0O0ORMBO0O0 RMOO

Liabilities
Clients' and brokers' balances 289,511 - - - - - - 289,511
Deposits from customers 734,730 278,800 57,723 10,284 1,119 - - 1,082,656
Deposits and placements of banks and other

financial institutions 1,358,734 600,012 44,668 47,286 8,260 - - 2,058,960
Obligations on securities sold under repurchase agreements - 99,654 - - - - - 99,654
Other liabilities and provision for tax 13,993 - - - 61,080 207 - 75,280
Derivative financial liabilities 10,372 3,705 12,671 3,822 1,222 12,636 - 44,428
Subordinated obligations - - - - - 50,290 - 50,290
Total liabilities 2,407,340 982,171 115,062 61,392 71,681 63,133 - 3,700,779
Total equity - - - - - - 501,980 501,980
Total liabilities and equity 2,407,340 982,171 115,062 61,392 71,681 63,133 501,980 4,202,759
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for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)

(c) Liquidity risk (continued)

The table below analyseghe carrying amountof assetsand liabilites (include nonfinancial instrumentsas at reportingdatebasedon the remainingcontractualmaturity and is

disclosedn accordancevith therequirement®f BNM Guideline (continued)

The Group Upto 1 week to 1to3 3to6 61012 Over 1 No specific
30.06.2017 1 week 1 month months months months year maturity Total
RM6000 RM6OOORMOOOORMOOORMOOOORMOOOORMBO0O00 RMEO
Assets
Cash and short-term funds 206,739 - - - - - - 206,739
Clients' and brokers' balances 267,774 - - - - - - 267,774
Securities purchased under resale agreements - - - 35,123 - - - 35,123
Financial assets at fair value through profit or loss 12 300,652 430,692 100,253 - 229,492 19,579 1,080,680
Financial investments available-for-sale - - 27,185 90,184 13,075 842,226 479 973,149
Financial investments held-to-maturity - - 50,636 - 84,810 773,769 - 909,215
Loans and advances 210,894 - - 14,674 - 11,024 - 236,592
Derivative financial assets 484 2,798 2,005 746 351 13,532 - 19,916
Other assets * 20 - - - 47,999 - 186,806 234,825
Total assets 685,923 303,450 510,518 240,980 146,235 1,870,043 206,864 3,964,013

* Includesstatutorydepositsvith Bank NegaraMalaysia,deferredtax assetspropertyandequipmentjntangibleassetandgoodwill.
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43 Financial instruments (continued)
(c) Liquidity risk (continued)

The table below analyseghe carrying amountof assetsand liabilites (include nonfinancial instruments)as at reportingdate basedon the remainingcontractualmaturity andis
disclosedn accordancevith therequirement®f BNM Guideline (continued)

The Group Up to 1 week to 1to3 3to6 6to 12 Over1 No specific
30.06.2017 1 week 1 month months months months year maturity Total
RM6000 RM6OOORMOOOORM6OORMOOOORMBOO0O0ORMBO0O00 RMOO

Liabilities
Clients' and brokers' balances 220,494 - - - - - - 220,494
Deposits from customers 161,700 373,224 107,741 - 6,202 - - 648,867
Deposits and placements of banks and other

financial institutions 1,390,079 516,633 309,833 22,532 8,656 - - 2,247,733
Obligations on securities sold under repurchase agreements - - 149,111 - - - - 149,111
Other liabilities 14,268 - - - 81,129 202 - 95,599
Derivative financial liabilities 1,489 2,439 3,694 16,545 328 23,464 - 47,959
Subordinated obligations - - - - - 50,262 - 50,262
Total liabilities 1,788,030 892,296 570,379 39,077 96,315 73,928 - 3,460,025
Total equity - - - - - - 503,988 503,988
Total liabilities and equity 1,788,030 892,296 570,379 39,077 96,315 73,928 503,988 3,964,013
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43 Financial instruments (continued)
(c) Liquidity risk (continued)

The table below analyseghe carrying amountof assetsand liabilites (include nonfinancial instruments)as at reportingdate basedon the remainingcontractualmaturity andis
disclosedn accordancevith therequirement®f BNM Guideline (continued)

The Bank Upto 1 week to 1to3 3to6 61012 Over 1 No specific
30.06.2018 1 week 1 month months months months year maturity Total
RM6000 RM6OOORMOOOORMOOORMOOOORMOOOORMBO0O0 RMEO

Assets
Cash and short-term funds 55,857 - - - - - - 55,857
Clients' and brokers' balances 312,429 - - - - - - 312,429
Securities purchased under resale agreements - - - 35,126 - - - 35,126
Deposits and placements with banks and

other financial institutions - - - 40,645 - - - 40,645
Financial assets at fair value through profit or loss 307,565 - 461,369 150,350 - 298,448 6,252 1,223,984
Financial investments available-for-sale 5,105 - - - 35,559 1,175,012 245 1,215,921
Financial investments held-to-maturity - - 20,267 - 35,104 792,288 - 847,659
Loans and advances 207,870 - - - - 19,887 - 227,757
Derivative financial assets 2,280 3,255 2,458 2,896 6,125 12,337 - 29,351
Other assets * 428 - - - 28,660 - 184,739 213,827
Total assets 891,534 3,255 484,094 229,017 105,448 2,297,972 191,236 4,202,556

* Includesstatutory deposits with Bank Negara Malaysia, deferred tax assets, investment in subsidiary comnppeigsnd equipment, other intangible assets and goodwiill.
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43 Financial instruments (continued)
(c) Liquidity risk (continued)

The table below analyseghe carrying amountof assetsand liabilites (include nortfinancial instruments)as at reporting date basedon the remainingcontractualmaturity andis
disclosedn accordancevith therequirement®f BNM Guideline (continued)

The Bank Upto 1 week to 1to3 3to6 61012 Over 1 No specific
30.06.2018 1 week 1 month months months months year maturity Total
RM6000 RM6OOORMOOOORMOOORMOOOORMOOOORMBO0O00 RMEO

Liabilities
Clients' and brokers' balances 289,511 - - - - - - 289,511
Deposits from customers 734,730 278,800 57,723 10,284 1,119 - - 1,082,656
Deposits and placements of banks and other

financial institutions 1,358,734 600,012 44,668 47,286 8,260 - - 2,058,960
Obligations on securities sold under repurchase agreements - 99,654 - - - - - 99,654
Other liabilities 14,286 - - - 60,813 207 - 75,306
Derivative financial liabilities 10,372 3,705 12,671 3,822 1,222 12,636 - 44,428
Subordinated obligations - - - - - 50,290 - 50,290
Total liabilities 2,407,633 982,171 115,062 61,392 71,414 63,133 - 3,700,805
Total equity - - - - - - 501,751 501,751
Total liabilities and equity 2,407,633 982,171 115,062 61,392 71,414 63,133 501,751 4,202,556
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43 Financial instruments (continued)

(c) Liquidity risk (continued)

The table below analyseghe carrying amountof assetsand liabilities (include nonfinancial instruments)as at reportingdate basedon the remainingcontractualmaturity andis
disclosedn accordancevith therequirement®f BNM Guideline (continued)

The Bank Upto 1 week to 1to3 3to6 61012 Over 1 No specific
30.06.2017 1 week 1 month months months months year maturity Total
RM6000 RM6OOORMOOOORMOOORMOOOORMOOOORMBO0O00 RMEO
Assets
Cash and short-term funds 206,669 - - - - - - 206,669
Clients' and brokers' balances 267,774 - - - - - - 267,774
Securities purchased under resale agreements - - - 35,123 - - - 35,123
Financial assets at fair value through profit or loss 12 300,652 430,692 100,253 - 229,492 19,579 1,080,680
Financial investments available-for-sale - - 27,185 90,184 13,075 842,226 245 972,915
Financial investments held-to-maturity - - 50,636 - 84,810 773,769 - 909,215
Loans and advances 210,894 - - 14,674 - 11,024 - 236,592
Derivative financial assets 484 2,798 2,005 746 351 13,532 - 19,916
Other assets * 20 - - - 47,999 - 187,005 235,024
Total assets 685,853 303,450 510,518 240,980 146,235 1,870,043 206,829 3,963,908

* Includesstatutory deposits with Bank Negara Malaysia, deferred tax assets, investment in subsidiary comnppeigsnd equipment, intangible assets and goodwiill.
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43 Financial instruments (continued)
(c) Liquidity risk (continued)

The table below analyseghe carrying amountof assetsand liabilities (include nonfinancial instruments)as at reporting date basedon the remainingcontractualmaturity and is
disclosedn accordancevith therequirement®f BNM Guideline (continued)

The Bank Upto 1 week to 1to3 3to6 61012 Over 1 No specific
30.06.2017 1 week 1 month months months months year maturity Total
RM6000 RM6OOORMOOOORMOOORMOOOORMOBOO0ORMBO0O00 RMEO

Liabilities
Clients' and brokers' balances 220,494 - - - - - - 220,494
Deposits from customers 161,700 373,224 107,741 - 6,202 - - 648,867
Deposits and placements of banks and other

financial institutions 1,390,079 516,633 309,833 22,532 8,656 - - 2,247,733
Obligations on securities sold under repurchase agreements - - 149,111 - - - - 149,111
Other liabilities 14,268 - - - 81,208 202 - 95,678
Derivative financial liabilities 1,489 2,439 3,694 16,545 328 23,464 - 47,959
Subordinated obligations - - - - - 50,262 - 50,262
Total liabilities 1,788,030 892,296 570,379 39,077 96,394 73,928 - 3,460,104
Total equity - - - - - - 503,804 503,804
Total liabilities and equity 1,788,030 892,296 570,379 39,077 96,394 73,928 503,804 3,963,908
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43 Financial instruments (continued)

(c) Liquidity risk (continued)

Thefollowing tableshowsthe contractualindiscountedashflows payablefor financialliabilities by remainingcontractuamaturities The balancesn thetablebelowwill notagree
to the balancegeportedin the statement®f financial positionasthe tableincorporatesll contractualcashflows, on an undiscountedasis,relatingto both principal andinterest
paymentsThe contractuamaturity profile doesnot necessarilyeflectthe behaviouratashflows.

The Group
30.06.2018

Liabilities

Clients' and brokers' balances

Deposits from customers

Deposits and placements of banks and other
financial institutions

Obligations on securities sold under repurchase agreements

Other liabilities
Derivative financial liabilities
- gross settled derivatives

- inflow

- outflow
- net settled derivatives
Subordinated obligations
Total financial liabilities

Up to lto 6 61012
1 month months months

1to 3
years

3to5
years

Over 5

years

Total

RM6 0O0OORM6OOORMOOORMOOOORMOEOOORMOOOO RMBO

289,511 - - - - - 289,511
1,014,212 68,506 1,141 - - - 1,083,859
1,960,017 92,645 8,352 - - - 2,061,014

- 99,654 - - - - 99,654
13,993 - 61,077 - - 207 75,277

(1,563,447) (1,028,476) (301,906) - - - (2,893,829

1,570,264 1,042,318 297,379 - - - 2,909,961
(144) (987) (531)  (6,287) (4,185) (126) (12,260)

- 1,343 1,307 5,307 5,315 53,979 67,251
3,284,406 275,003 66,819 (980) 1,130 54,060 3,680,438
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43 Financial instruments (continued)
(c) Liquidity risk (continued)

Thefollowing tableshowsthe contractualindiscountedashflows payablefor financialliabilities by remainingcontractuaimaturities The balancesn thetablebelowwill notagree
to the balancegeportedin the statement®f financial positionasthe tableincorporatesall contractualcashflows, on an undiscountedasis,relatingto both principal andinterest
paymentsThe contractuaimaturity profile doesnot necessarilyeflectthe behaviourakashflows. (continued)

The Group Up to 1to6 61to 12 lto3 3to5 Over 5
30.06.2017 1 month months months years years years Total
RM60O0OORM6OOORMOOORMOOOORMOEOOORMBO0O00 RMEO

Liabilities
Clients' and brokers' balances 220,494 - - - - - 220,494
Deposits from customers 535,347 108,314 6,328 - - - 649,989
Deposits and placements of banks and other

financial institutions 1,907,952 333,727 8,855 - - - 2,250,534
Obligations on securities sold under repurchase agreements - 149,780 - - - - 149,780
Other liabilities 14,268 - 81,129 - - 202 95,599
Derivative financial liabilities
- gross settled derivatives

- inflow (958,944) (570,185) (85,885) - - - (1,615,014

- outflow 959,397 571,687 86,790 - - - 1,617,874
- net settled derivatives (234) (1,009) (549) (3,379) (6,035) 169 (11,037)
Subordinated obligations - 1,336 1,314 5,307 5,300 56,636 69,893
Total financial liabilities 2,678,280 593,650 97,982 1,928 (735) 57,007 3,428,112
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43 Financial instruments (continued)

(c) Liquidity risk (continued)

Thefollowing tableshowsthe contractualindiscountedashflows payablefor financial liabilities by remainingcontractuaimaturities The balancesn thetablebelowwill notagree
to the balancegeportedin the statement®f financial positionasthe tableincorporatesall contractualcashflows, on an undiscountedasis,relatingto both principal andinterest
paymentsThe contractuaimaturity profile doesnot necessarilyeflectthe behaviouracashflows. (continued)

The Bank
30.06.2018

Liabilities

Clients' and brokers' balances

Deposits from customers

Deposits and placements of banks and other
financial institutions

Obligations on securities sold under repurchase agreements

Other liabilities
Derivative financial liabilities
- gross settled derivatives

- inflow

- outflow
- net settled derivatives
Subordinated obligations
Total financial liabilities

Up to lto 6 61012
1 month months months

1to 3
years

3to5
years

Over 5

years

Total

RM6 0O0OORM6OOORMOOORMOOOORMOEOOORMOOOO RMBO

289,511 - - - - - 289,511
1,014,212 68,506 1,141 - - - 1,083,859
1,960,017 92,645 8,352 - - - 2,061,014

- 99,654 - - - - 99,654
14,286 - 60,813 - - 207 75,306

(1,563,447) (1,028,476) (301,906) - - - (2,893,829

1,570,264 1,042,318 297,379 - - - 2,909,961
(144) (987) (531)  (6,287) (4,185) (126) (12,260)

- 1,343 1,307 5,307 5,315 53,979 67,251
3,284,699 275,003 66,555 (980) 1,130 54,060 3,680,467

119



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)
(c) Liquidity risk (continued)

Thefollowing tableshowsthe contractualindiscounteatashflows payablefor financialliabilities by remainingcontractuaimaturities The balancesn thetablebelowwill notagree
to the balancegeportedin the statement®f financial position asthe table incorporatesall contractualcashflows, on an undiscountedasis,relatingto both principal and interest
paymentsThe contractuamaturity profile doesnot necessarilyeflectthe behaviouratashflows. (continued)

The Bank Up to 1to6 61to 12 lto3 3to5 Over 5
30.06.2017 1 month months months years years years Total
RM60O0OORM6OOORMOOORMOOOORMOEOOORMBO0O00 RMEO

Liabilities
Clients' and brokers' balances 220,494 - - - - - 220,494
Deposits from customers 535,347 108,314 6,328 - - - 649,989
Deposits and placements of banks and other

financial institutions 1,907,952 333,727 8,855 - - - 2,250,534
Obligations on securities sold under repurchase agreements - 149,780 - - - - 149,780
Other liabilities 14,268 - 81,208 - - 202 95,678
Derivative financial liabilities
- gross settled derivatives

- inflow (958,944) (570,185) (85,885) - - - (1,615,014

- outflow 959,397 571,687 86,790 - - - 1,617,874
- net settled derivatives (234) (1,009) (549) (3,379) (6,035) 169 (11,037)
Subordinated obligations - 1,336 1,314 5,307 5,300 56,636 69,893
Total financial liabilities 2,678,280 593,650 98,061 1,928 (735) 57,007 3,428,191
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43 Financial instruments (continued)
(c) Liquidity risk (continued)

The following table presents the contractual expiry by maturity of the Group's and the Bank's commitments and contingencies:

The Group and Bank Less than Over
1 year 1 year Total
30.06.2018 RM6OOORMBOOO RMEO
Direct credit substitutes 1,000 - 1,000
Lending of banksé securities or the posting of securities as coll ateral by
repo-style transactions 4,914 - 4,914
Any commitment that are unconditionally cancelled at anytime by the bank 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 banksé securities or the posting of securities as coll ateral by
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 bank without prior notice 661,322 - 661,322
803,000 - 803,000
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43 Financial instruments (continued)
(d) Credit risk
() Maximum exposure to credit risk

The maximumexposurdo creditrisk at the statement®f financial positionis the amountson the statementsf

financialpositionaswell asoff-balancesheeffinancialinstrumentsyithout takinginto accountof anycollateral
held or other credit enhancementsFor contingentliabilities, the maximum exposureto credit risk is the
maximumamountthat the Groupandthe Bank would haveto payif the obligationsof the instrumentdssued
arecalledupon For creditcommitmentsthe maximumexposureo creditrisk is the full amountof the undrawn
creditfacilities grantedto customersThe tablebelow showsthe maximumexposureo creditrisk for the Group

andtheBank
The Group The Bank
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) 55,955 206,727 55,845 206,657
Clients' and brokers' balances 312,429 267,774 312,429 267,774
Securities purchased under resale agreements 35,126 35,123 35,126 35,123
Deposits and placements with banks
and other financial institutiol 40,645 - 40,645 -
Financial assets and investments portfolios
(exclude shares and unit trust investment)
- financial assets at fair value
through profit or loss 1,217,732 1,061,100 1,217,732 1,061,100
- financial investments available-for-sal 1,215,676 972,670 1,215,676 972,670
- financial investments held-to-maturity 847,659 909,215 847,659 909,215
Loans and advances 227,757 236,592 227,757 236,592
Other assets 26,572 46,663 26,572 46,663
Derivative financial assets 29,351 19,916 29,351 19,916
4,008,902 3,755,780 4,008,792 3,755,710
Credit risk exposure relating to
off-balance sheet assets:
Commitments and contingencies 668,356 803,000 668,356 803,000
Total maximum credit risk exposure 4,677,258 4,558,780 4,677,148 4,558,710

The Group and the Bank also acceptnorntangible securitiessuch as support, guaranteegrom individuals,
corporatesandinstitutions,bankguaranteegjebenturesassignmenof contractpaymentswhich aresubjectto

internalguidelineson eligibility .
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43 Financial instruments (continued)
(d) Credit risk (continued)
(i) Collaterals

The main type of collaterals obtained by the Group and the Bank are as follows:

(a) Fixed deposits, MudharabahGeneral 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

The Group and the Bank also acceptnontangible securitiessuch as support,guaranteegrom individuals,
corporatesandinstitutions,bankguaranteesjebenturesassignmenbf contractpaymentswhich aresubjectto
internalguidelineson eligibility .

Thefinancial effect of collateral(quantificationof the extentto which collateraland othercreditenhancement
mitigate credit risk) held for loansand advancesasat 30 June2018for the Groupandthe Bankis 99.3% (30
June2017. 1000%). Thefinancialeffectof collateralheldfor the otherfinancial assetss not significant
(iii) Credit quality
(a) Loans and advances
All loansandadvancesrecategorisedseither.
- neitherpastduenorimpaired
- pastduebut notimpaired or
- impaired
Pastdue loans and advancegefer to loans that are overdueby one day or more Impairedloans and

advancesreloansandadvancesvith monthsin-arrearamorethan90 daysor with impairedallowances

Loans and advances are summarised as follows:

30.06.2018 30.06.201:

The Group and the Bank 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 allowa (119) (110)

- collective assessment allowe (671) (340)
Total net loans and advances 227,757 236,592
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43 Financial instruments (continued)

(d) Credit risk (continued)

(iii) Credit quality (continued)

(a) Loans and advances (continued)

(i)

(ii)

Loans and advances neither past due nor impaired

Analysis of loansand advanceghat are neitherpastdue nor impairedbasedon the Group'sandthe
Bank'screditgradingsystemis asfollows:

30.06.2018 30.06.201:

The Group and the Bank RM'000 RM'000
Grading classification

- Good 13,481 14,695
- Satisfactory - -

- Un-graded 208,182 210,771
Total neither past due nor impaired 221,663 225,466

Thedefinition of thegradingclassificationof loansandadvancegsanbe summarisedsfollow:

Good
Refersto internalcreditgradingfrom 'Favourableto 'Prime Quality', indicatingstrongability to repay
principalandinterest

Satisfactory
Refersto internalcreditgradingof 'Satisfactory'jndicatingadequatebility andno difficulty to repay
principalandinterest

Loans and advancesclassified as un-gradedmainly compriseof sharemargin financing and staff
loans

Loans and advances past due but not impaired

A financial assetis defined as "past due" when the counterpartyhas failed to make a principal or
interestpaymentwhencontractuallydue

Late processingand other administrativedelayson the side of the borrowercanleadto a financial
assebeingpastduebut notimpaired Therefore Joansandadvancesessthan90 dayspastduearenot
usuallyconsideredmpaired,unlessotherinformationis availableto indicatethe contrary

Therewasno loansandadvancegastduebut notimpairedfor the Groupandthe Bank
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43 Financial instruments (continued)
(d) Credit risk (continued)
(iii) Credit quality (continued)
(a) Loans and advances (continued)
(i) Loansandadvanceshatareindividually determinedo beimpairedasat reportingdateareasfollows:

30.06.2018 30.06.201:

The Group and the Bank RM'000 RM'000
Gross amount of individually impaired loans 6,884 11,576
Less: Individual assessment allowance (119) (110)
Total net amount individually impaired loans 6,765 11,466

(b) Other financial assets

The credit quality of financial assetotherthanloansandadvancesare determinedbasedon the ratingsof

counterpartieasdefinedby Moody'sor equivalentratingsof otherinternationalrating agenciesas defined
below:

- AAA to AA3
-Alto A3

- Baal to Baa3
-P1lto P3
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43 Financial instruments (continued)
(d) Credit risk (continued)
(iii) Credit quality (continued)

(b) Otherfinancialassetgcontinued)

Shortterm funds and depositsand placementswith banksand other financial institutions, securitiespurchasedunder resale agreementsfinancial assetsand investments
portfolios, clients'andbrokers’balancesptherassetandderivativefinancial assetsaresummarise@sfollows:-

The Group

30.06.2018

Neither past due nor impaired
Individually impaired

Less: Impairment losses

30.06.2017

Neither past due nor impaired
Individually impaired

Less: Impairment losses

Short-term
funds and
deposits anc

placements witt Securities Financial Financial Financial
banks and othet purchased Clients' and assets at faii  investments investments Derivative
financial under resale brokers' value through available-for- held-to- Other financial
institutions agreement: balances profit or loss sale maturity asset! asset:
RM6000 RM6000 RM6600O0 RM6000 RM6000 RM60OORMO0O000RMOO
96,600 35,126 309,980 1,217,732 1,215,676 847,659 26,572 29,351
- - 2,828 - - - 1,473 -
- - (379) - - - (1,473) -
96,600 35,126 312,429 1,217,732 1,215,676 847,659 26,572 29,351
206,727 35,123 266,955 1,061,100 972,670 909,215 46,663 19,916
- - 1,264 - - - 1,015 -
- - (445) - - - (1,015) -
206,727 35,123 267,774 1,061,100 972,670 909,215 46,663 19,916
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43 Financial instruments (continued)
(d) Credit risk (continued)
(i) Credit quality (continued)

(b) Otherfinancialassetgcontinued)

Shorttermfundsanddepositsandplacementsvith banksandotherfinancialinstitutions,securitiepurchasedinderresaleagreementdjnancial assetandinvestmentgortfolios,
clients'andbrokers'balancesptherasset@ndderivativesfinancial assetaresummarisedsfollows:- (continued)

The Bank

30.06.2018

Neither past due nor impaired
Individually impaired

Less: Impairment losses

30.06.2017

Neither past due nor impaired
Individually impaired

Less: Impairment losses

Short-term
funds and
deposits anc

placements witr Securities Financial Financial Financial
banks and othet purchased Clients' and assets at fail investments  investments Derivative
financial under resale brokers' value through available-for- held-to- Other financial
institutions agreements balances profit or loss sale maturity asset: assett
RM6000 RM6000 RM6000 RM6000 RMOOOO RM6OORMOOOORMOGO
96,490 35,126 309,980 1,217,732 1,215,676 847,659 26,572 29,351
- - 2,828 - - - 1,473 -
- - (379) - - - (1,473) -
96,490 35,126 312,429 1,217,732 1,215,676 847,659 26,572 29,351
206,657 35,123 266,955 1,061,100 972,670 909,215 46,663 19,916
- - 1,264 - - - 1,015 -
- - (445) - - - (1,015) -
206,657 35,123 267,774 1,061,100 972,670 909,215 46,663 19,916
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43 Financial instruments (continued)

(d) Credit risk (continued)
(i) Credit quality (continued)
(b) Otherfinancialassetgcontinued)

Analysis of shortterm funds and depositsand placementswith banks and other financial institutions, securitiespurchasedunder resale agreementsfinancial assetsand
investmentgportfolios, clients'andbrokersbalancesptherasset@andderivativefinancial assetghat are neitherpastduenorimpairedby ratingagencydesignatiorasat reporting

dateareasfollows:

Short-term
funds and
deposits anc
placements witt Securities Financial Financial Financial
banks and othet purchased Clients' and assets at faii  investments investments Derivative
financial under resale brokers' value through available-for- held-to- Other financial
The Group institutions agreements balances profit or loss sale maturity asset! asset:
RM6000 RM6000 RM6000 RM6000 RMOHOOO RM6OORMOOOORMOEDO
30.06.2018
AAA to AA3 - - - 1,006,677 676,590 10,092 - 22,518
Alto A3 - - - 4,077 31,913 14,239 - 4,328
Baal to Baa3 - - - 16,018 61,284 22,622 - 916
B1 - - - - - - - -
P1toP3 96,572 - - - - - 1,321 -
Non-rated, of which:
- Bank Negara Malaysia 28 - - - - - - -
- Malaysia Government Investment Issues - - - 81,076 101,874 518,318 - -
- Malaysian Government Securities - - - 10,029 81,306 216,787 - -
- Government guaranteed corporate bond
and/or sukuk - - - 99,855 206,409 65,601 - -
- Others - 35,126 312,429 - 56,300 - 25,251 1,589
28 35,126 312,429 190,960 445,889 800,706 25,251 1,589
96,600 35,126 312,429 1,217,732 1,215,676 847,659 26,572 29,351

128




Hong Leong Investment Bank Berhad

Company no: 10209-W
(Incorporated in Malaysia)

Notes to the financial statements

for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)

(d) Credit risk (continued)

(i) Credit quality (continued)

(b) Otherfinancialassetgcontinued)

Analysis of shortterm funds and depositsand placementswith banks and other financial institutions, securitiespurchasedunder resaleagreementsfinancial assetsand
investmentgortfolios, clients'andbrokersbalancesptherassetandderivativefinancialassetshatareneitherpastduenorimpairedby ratingagencydesignatiorasat reporting

dateareasfollows: (continued)

The Group

30.06.2017

AAA to AA3

Alto A3

Baal to Baa3

P1to P3

Non-rated, of which:

- Bank Negara Malaysia

- Malaysia Government Investment Issues
- Malaysian Government Securities
- Government guaranteed corporate bond

and/or sukuk
- Others

Short-term
funds and
deposits anc
placements witt Securities Financial Financial Financial
banks and othet purchased Clients' and assets at faii  investments investments Derivative
financial under resale brokers' value through available-for- held-to- Other financial
institutions agreement: balances profit or loss sale maturity asset! asset:
RM6000 RM6000 RM6O0OO RM6000O RMO6OOO RMOOORMOEOOORMOEDO
- - - 667,248 551,033 10,094 - 17,567
- - - 240,558 39,234 67,463 - 1,205
- - - - 35,598 26,294 - 172
206,652 - - - - - 19,785 -
75 - - - - - - -
- - - 30,561 60,896 518,643 - -
- - - - 30,378 211,031 - -
- - - 122,721 200,769 75,690 - -
- 35,123 267,774 12 54,762 - 26,878 972
75 35,123 267,774 153,294 346,805 805,364 26,878 972
206,727 35,123 267,774 1,061,100 972,670 909,215 46,663 19,916
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43 Financial instruments (continued)
(d) Credit risk (continued)
(i) Credit quality (continued)
(b) Otherfinancialassetgcontinued)

Analysis of shortterm funds and depositsand placementswith banks and other financial institutions, securitiespurchasedunder resale agreementsfinancial assetsand
investmentgortfolios, clients'andbrokersbalancesptherasset@andderivativefinancial assetshatareneitherpastdue norimpairedby ratingagencydesignatiorasat reporting
dateareasfollows: (continued)

Short-term
funds and
deposits anc
placements witr Securities Financial Financial Financial
banks and othet purchased Clients' and assets at fail investments  investments Derivative
financial under resale brokers' value through available-for- held-to- Other financial
The Bank institutions agreements balances profit or loss sale maturity asset: assett
RM6000 RM6000 RM6000 RM6000 RMO6OOO RM6OORMOOOORMOGDO
30.06.2018
AAA to AA3 - - - 1,006,677 676,590 10,092 - 22,518
Al to A3 - - - 4,077 31,913 14,239 - 4,328
Baal to Baa3 - - - 16,018 61,284 22,622 916
P1to P3 96,462 - - - - - 1,321 -
Non-rated, of which:
- Bank Negara Malaysia 28 - - - - - - -
- Malaysia Government Investment Issues - - - 81,076 101,874 518,318 - -
- Malaysian Government Securities - - - 10,029 81,306 216,787 - -
- Government guaranteed corporate bond
and/or sukuk - - - 99,855 206,409 65,601 - -
- Others - 35,126 312,429 - 56,300 - 25,251 1,589
28 35,126 312,429 190,960 445,889 800,706 25,251 1,589
96,490 35,126 312,429 1,217,732 1,215,676 847,659 26,572 29,351

130




Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)
(d) Credit risk (continued)
(i) Credit quality (continued)
(b) Otherfinancialassetgcontinued)

Analysis of shortterm funds and depositsand placementswith banks and other financial institutions, securitiespurchasedunder resale agreementsfinancial assetsand
investmentgportfolios, clients'andbrokers’balancesptherassetandderivativefinancial assetghat are neitherpastdue nor impairedby rating agencydesignatiorasat reporting
dateareasfollows: (continued)

Short-term
funds and
deposits anc
placements witr Securities Financial Financial Financial
banks and othet purchased Clients' and assets at fail investments  investments Derivative
financial under resale brokers' value through available-for- held-to- Other financial
The Bank institutions agreements balances profit or loss sale maturity asset: assett
RM6000 RM6000 RM6000 RM6000 RMOOOO RM6OORMOOOORMOO
30.06.2017
AAA to AA3 - - - 667,248 551,033 10,094 - 17,567
Alto A3 - - - 240,558 39,234 67,463 - 1,205
Baal to Baa3 - - - - 35,598 26,294 - 172
Bl - - - - - - - -
P1to P3 206,582 - - - - - 19,785 -
Non-rated, of which:
- Bank Negara Malaysia 75 - - - - - - -
- Malaysia Government Investment Issues - - - 30,561 60,896 518,643 - -
- Malaysian Government Securities - - - - 30,378 211,031 - -
- Government guaranteed corporate bond
and/or sukuk - - - 122,721 200,769 75,690 - -
- Others - 35,123 267,774 12 54,762 - 26,878 972
75 35,123 267,774 153,294 346,805 805,364 26,878 972
206,657 35,123 267,774 1,061,100 972,670 909,215 46,663 19,916
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43 Financial instruments (continued)
(d) Credit risk (continued)
(iv) Collateral and other credit enhancements obtained

(a) Repossessed collateral

As and when required,the Group and the Bank will take possessiorof collateral they hold as
securitiesandwill disposeof themassoonaspracticablebut notlaterthan5 yearsfrom the datethey
take possessionwith the proceedsusedto reducethe outstandingindebtednessThere is no

repossessecbllateralasat thereportingdate
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43 Financial instruments (continued)

(d) Credit risk (continued)

Creditrisk exposureanalysedy industryin respecbf the Group'sandthe Bank'sfinancial assetsincluding off-balancefinancialinstrumentsaresetout below.

Short-term Financial
funds and assets at fail
deposits anc  Securities value Financial Financial Credit related
placements purchased Clients' and through investments investments Derivative commitments
with financial under resale brokers' profit or available-for- held-to- Loans and Other financial On-balance and
The Group institutions  agreements balances loss sale maturity  advances assets asset: sheet tota contingencies
30.06.2018 RM600ORMOOOORMOOOORMOOOO RMOOOORMOOOORMOOOORMOOOORMOOOO RMO6OOO RMOGO
Manufacturing - - - - - - - 1,003 - 1,003 -
Electricity, gas and water - - - - 145,802 - - 277 - 146,079 -
Construction - 35,126 - 10,256 92,657 - - 87 - 138,126 1,000
Wholesale and retail - - - - - - - - - - -
Transport, storage
and communications - - - 59,733 65,722 - - 17 - 125,472 -
Finance, insurance, real
estate and business -
services 96,572 - - 1,056,638 647,850 112,553 - 2,620 29,351 1,945,584 4,914
Government and
government agencies 28 - - 91,105 243,363 735,106 - - - 1,069,602 -
Education, health
and services - - - - - - - 33 - 33 -
Purchase of securities - - 312,429 - - - 208,041 - - 520,470 662,442
Others - - - - 20,282 - 19,716 22,535 - 62,533 -
96,600 35,126 312,429 1,217,732 1,215,676 847,659 227,757 26,572 29,351 4,008,902 668,356
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43 Financial instruments (continued)

(d) Credit risk (continued)

Creditrisk exposureanalysedy industryin respecbf the Group'sandthe Bank'sfinancialassetsincluding off-balancdinancialinstrumentsaresetout below: (continued)

Short-term Financial

funds and assets at fail
deposits anc  Securities value Financial Financial Credit related
placements purchased Clients' and through  investments investments Derivative commitments
with financial under resale brokers' profit or available-for- held-to- Loans and Other financial On-balance and
The Group institutions agreements balances loss sale maturity  advances assets asset: sheet tota contingencies
30.06.2017 RM6OOORM60O0OORMOOOORMOOOO RM6OOORMOOOORMOOOORMOOOORMOOD0O0O RMOOD0O0O RMOO
Manufacturing - - - - - - - 476 - 476 -
Electricity, gas and water - - - 20,328 118,918 - - 471 - 139,717 -
Construction - 35,123 - - 112,531 - 14,667 13,744 - 176,065 1,326

Wholesale and retail - - - - - - - - - - -
Transport, storage -
and communications - - - 50,799 20,268 - - - - 71,067 -
Finance, insurance, real - - - - - - - - - -
estate and business - - - - - - - - - -

services 206,652 - - 944,194 518,587 179,541 - 1,325 19,916 1,870,215 10,352
Government and - - - - - - - - - -
government agencies 75 - - 45,779 141,757 729,674 - - - 917,285 -
Education, health - - - - - - - - - -
and services - - - - - - - 35 - 35 130,000
Purchase of securities - - 267,774 - - - 210,622 - - 478,396 661,322
Others - - - - 60,609 - 11,303 30,612 - 102,524 -
206,727 35,123 267,774 1,061,100 972,670 909,215 236,592 46,663 19,916 3,755,780 803,000
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43 Financial instruments (continued)

(d) Credit risk (continued)

Creditrisk exposureanalysedy industryin respecbf the Group'sandthe Bank'sfinancial assetsincluding off-balancdinancialinstrumentsaresetout below: (continued)

The Bank
30.06.2018

Manufacturing

Electricity, gas and water

Construction
Transport, storage
and communications

Finance, insurance, real

estate and business
services
Government and

government agencies

Education, health

and services
Purchase of securities
Others

Short-term Financial
funds and assets at fail
deposits anc  Securities value Financial Financial Credit related
placements purchased Clients' and through  investments investments Derivative commitments
with financial under resale brokers' profit or available-for- held-to- Loans and Other financial On-balance and
institutions  agreements balances loss sale maturity  advance: assets asset: sheet tota contingencies
RM6O0OORM60O0OORMOOOORMOOOO RMOOOORMOOOORMOOOORMOOOORMOOD0O0O RMOODOO RMOO
- - - - - - - 1,003 - 1,003 -
- - - - 145,802 - - 277 - 146,079 -
- 35,126 - 10,256 92,657 - - 87 - 138,126 1,000
- - - 59,733 65,722 - - 17 - 125,472 -
96,462 - - 1,056,638 647,850 112,553 - 2,620 29,351 1,945,474 4914
28 - - 91,105 243,363 735,106 - - - 1,069,602 -
- - - - - - - 33 - 33 -
- - 312,429 - - - 208,041 - - 520,470 662,442
- - - - 20,282 19,716 22,535 - 62,533 -
96,490 35,126 312,429 1,217,732 1,215,676 847,659 227,757 26,572 29,351 4,008,792 668,356
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43 Financial instruments (continued)

(d) Credit risk (continued)

Creditrisk exposureanalysedy industryin respecbf the Group'sandthe Bank'sfinancial assetsincluding off-balancedinancialinstrumentsaresetout below: (continued)

The Bank
30.06.2017

Manufacturing

Electricity, gas and water

Construction

Wholesale and retail

Transport, storage
and communications

Finance, insurance, real

estate and business
services
Government and

government agencies

Education, health

and services
Purchase of securities
Others

Short-term Financial
funds and assets at fail
deposits anc  Securities value Financial Financial Credit related
placements purchased Clients' and through investments investments Derivative commitments
with financial under resale brokers' profit or available-for- held-to- Loans and Other financial On-balance and
institutions  agreement: balances loss sale maturity  advances assets asset: sheettota contingencies
RM600ORMOOOORMOOOORMOOOO RMOOOORMOOOORMOOOORMOOOORMOOOO RMOOOO RMOGO
- - - - - - - 476 - 476 -
- - - 20,328 118,918 - - 471 - 139,717 -
- 35,123 - - 112,531 - 14,667 13,744 - 176,065 1,326
- - - 50,799 20,268 - - - - 71,067 -
206,582 - - 944,194 518,587 179,541 - 1,325 19,916 1,870,145 10,352
75 - - 45,779 141,757 729,674 - - - 917,285 -
- - - - - - - 35 - 35 130,000
- - 267,774 - - - 210,622 - - 478,396 661,322
- - - - 60,609 - 11,303 30,612 - 102,524 -
206,657 35,123 267,774 1,061,100 972,670 909,215 236,592 46,663 19,916 3,755,710 803,000
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43 Financial instruments (continued)
(e) Fair value measurement

The Groupandthe Bank measuresair valuesusingthe following fair valuehierarchythatreflectsthe significance
of theinputsusedin makingthe measurements

Level 1. Quotedprices(unadjusted)n activemarketsfor identicalassetr liabilities.

Level 2: Quoted prices for identical or similar instrumentsin markets that are not active and model
derived valuations in which inputs other than quoted prices included within Level 1 that are
observabldor the asseor liability, eitherdirectly or indirectly.

Level 3: Valuations derived from valuation techniquesin which one or more significant inputs are not
basedn observablenarketdata

Financialinstrumentsare classifiedas Level 1 if their valueis observabldn an active market Suchinstruments
are valuedby referenceto unadjustedquotedpricesfor identical assetsor liabilities in active marketwherethe
guotedpricesis readily available,andthe price representsctualandregularlyoccurringmarkettransactionsAn

active market is one in which transactionsoccur with sufficient volume and frequencyto provide pricing
informationon anon-goingbasis Thesewould includeactivelytradedlisted equitiesandactivelyexchangedraded
derivatives

Wherefair valueis determinedusing unquotedmarketpricesin lessactive marketsor quotedpricesfor similar
asset@andliabilities, suchinstrumentsaregenerallyclassifiedasLevel 2.

In casesvherequotedpricesaregenerallynot available the Groupthendetermindair valuebaseduponvaluation
techniqueghat useasinputs, marketparametersncluding but not limited to yield curves,volatilities andforeign
exchangeates The majority of valuationtechniguesemployonly observablenarketdataandsoreliability of the
fair valuemeasuremeris high.

Financialinstrumentsare classifiedasLevel 3 if their valuationincorporatessignificantinputsthat are not basec
on observablanarketdata(unobservablénputs) This categoryincludesunquotedsharesheld for socioeconomic
reasonsFair valuesfor sharesheldfor socioeconomicreasonsarebasedon the nettangibleassetof the affected
companiesThe Group'sandthe Bank'sexposureo financial instrumentsclassifiedasLevel 3 compriseda small
number of financial instrumentswhich constitutean insignificant componentof the Gr o ugndtke Bank's
portfolio of financialinstrumentsHence changingoneor moreof theinputsto reasonablalternativeassumption:
would not changethe valuesignificantly for thefinancialassetsn Level 3 of thefair valuehierarchy

The Groupandthe Bank recognisdransfersbetweenevelsof the fair value hierarchyat the endof the reporting
periodduring which the transferhasoccurred Transfersbetweenfair value hierarchyprimarily dueto changen
the level of trading activity, changein observablemarketactivity relatedto an input, reassessmemf available
pricing information and changein the significanceof the unobservablenput Therewere no transfersbetweer
Level 1, 2 and3 of thefair valuehierarchyduringthefinancialyear(30 June2017- Nil).
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43 Financial instruments (continued)

(e) Fair value measurement(continued)

(i)

The table below summariseghe fair value hierarchyof the Group'sand the Bank's financial assetsand

liabilities measuredt fair values

The Group
30.06.2018

Financial assets

Financial assets at fair value through profit or loss

- money market instruments
- quoted securities
- unquoted securities

Financial investments available-for-sale

- money market instruments
- quoted securities

- unquoted securities
Derivative financial assets
Financial liability

Derivative financial liabilities

30.06.2017

Financial assets

Financial assets at fair value through profit or loss

- money market instruments
- quoted securities
- unquoted securities

Financial investments available-for-sale

- money market instruments
- quoted securities
- unquoted securities

Derivative financial assets

Financial liability
Derivative financial liabilities

Level 1 Level 2 Level 3 Total
RM'000 RM'000 RM'000 RM'000
6,152 1,217,832 - 1,223,984
- 1,010,389 - 1,010,389
6,152 100 - 6,252
- 207,343 - 207,343

293 1,215,676 245 1,216,214

- 238,413 - 238,413

293 - - 293

- 977,263 245 977,508

- 29,351 - 29,351
6,445 2,462,859 245 2,469,549
- 44 428 - 44,428
19,501 1,061,179 - 1,080,680
- 862,157 - 862,157
19,501 79 - 19,580
- 198,943 - 198,943

234 972,670 245 973,149

- 156,716 - 156,716

234 - - 234

- 815,954 245 816,199

- 19,916 - 19,916
19,735 2,053,765 245 2,073,745
- 47,959 - 47,959
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43 Financial instruments (continued)

(e) Fair value measurement(continued)

(i) The table below summariseshe fair value hierarchyof the Group'sand the Bank's financial assetsand

liabilities measuredt fair values (continued)

The Bank
30.06.2018

Financial assets

Financial assets at fair value through profit or loss

- money market instruments
- quoted securities
- unquoted securities

Financial investments available-for-sale
- money market instruments

- unquoted securities

Derivative financial assets

Financial liability

Derivative financial liabilities

30.06.2017

Financial assets

Financial assets at fair value through profit or loss

- money market instruments
- quoted securities
- unquoted securities

Financial investments available-for-sale
- money market instruments

- unquoted securities

Derivative financial assets

Financial liability
Derivative financial liabilities

Level 1 Level 2 Level 3 Total
RM'000 RM'000 RM'000 RM'000
6,152 1,217,832 - 1,223,984
- 1,010,389 - 1,010,389
6,152 100 - 6,252
- 207,343 - 207,343

- 1,215,676 245 1,215,921

- 238,413 - 238,413

- 977,263 245 977,508

- 29,351 - 29,351
6,152 2,462,859 245 2,469,256
- 44 428 - 44,428
19,501 1,061,179 - 1,080,680
- 862,157 - 862,157
19,501 79 - 19,580
- 198,943 - 198,943

- 972,670 245 972,915

- 156,716 - 156,716

- 815,954 245 816,199

- 19,916 - 19,916
19,501 2,053,765 245 2,073,511
- 47,959 - 47,959

Therewereno transferdbetweerlLevel 1 and2 duringthefinancialyear
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43 Financial instruments (continued)

(e) Fair value measurement(continued)

(ii)

Reconciliationof fair valuemeasuremerih Level 3 of thefair valuehierarchyareasfollows:

The Group and the Bank
30.06.2018 30.06.201"
RM'000 RM'000
Financial investments available-for-sale
As at 1 July/30 June 245 245

Thetablebelow summariseshe carryingamountandanalyseghefair valuewithin the fair value hierarchyof
the Group'sandthe Bank'sassetandliabilities not measureat fair valueat reportingdatebut for which fair
valueis disclosed

Fair value

The Group and the Bank
30.06.2018

Financial assets
Financial investments
held-to-maturity

Carrying

amount

Level 2

Total

RM6 000 RM6OOORMOOOORMOGO0ORMOO

- money market instruments 735,105 735,335 735,335
- unquoted securities 112,554 112,153 112,153
847,659 847,488 847,488
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

140



Hong Leong Investment Bank Berhad
Company no: 10209-W
(Incorporated in Malaysia)

Notes to the financial statements
for the financial year ended 30 June 2018 (continued)

43 Financial instruments (continued)
(e) Fair value measurement(continued)

Other than as disclosedabove, the total fair value of each financial assetsand liabilities presentedon the
statement®f financial position as at reportingdate of the Group and the Bank approximateghe total carrying
amount

Thefair valuesarebasedn thefollowing methodologiegndassumptions
Short-term funds and placementswith banks and financial institutions

For depositsandplacementsvith banksandotherfinancialinstitutionswith maturitiesof lessthansix months the
carryingvalueis a reasonabl@stimateof fair value For depositsand placementsvith maturitiessix monthsand
above,estimatedfair value is basedon discountedcashflows using prevailing moneymarketinterestratesat
which similar depositsand placementswould be made with financial institutions of similar credit risk and
remainingperiodto maturity.

Financial investmentsheld-to-maturity

The estimatedfair value is generallybasedon quotedand observablemarketprices Wherethereis no ready
market in certain securities,the Group and the Companywill establishthe fair value by using valuation
techniquesTheseincludethe useof recenta r méngthtransactionsdiscountedcashflows analysisand other
valuationtechniqguesommonlyusedby marketparticipants

Loansand advances

Thevalueof fixed rateloanswith remainingmaturity of lessthanoneyearandfloating rateloansareestimatedo
approximateheir carryingamounts For fixed rateloanswith remainingmaturity of morethanoneyear,the fair
valueis estimatedoy discountingthe estimateduture cashflows usingthe prevailingmarketratesof loanswith
similar creditrisksandmaturities

Thefair valuesof impairedfloating andfixed rateloansarerepresentetby their carryingvalue,netof individual
assessmerallowance peingthe expectedecoverablemount

Depositsand placementsof other financial institutions and repurchasedagreements

The estimatedfair valuesof depositsand placementof otherfinancial institutionsandrepurchase@dgreements
with maturitiesof lessthansix monthsapproximatehe carryingvalues For the itemswith maturitiessix months
andabove,the fair valuesare estimatedbasedon discountedcashflows using prevailingmoneymarketinterest
rateswith similarremainingperiodto maturities

Credit related commitment and contingencies
The netfair value of theseitemswas not calculatedas estimatedair valuesare not readily ascertainableThese
financial instrumentsgenerally relate to credit risks and attract fees in line with market prices for similar

arrangementsThey are not presentlysold nor traded The fair value may be representedby the presentvalue of
feesexpectedo bereceivedessassociatedosts
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43 Financial instruments (continued)
(e) Fair value measurement(continued)

Thefair valuesarebasedn the following methodologiesindassumptions(continued)
Cl i eamdbsr 6o k katarscés

The carryingamountas at reportingdate approximatefair valuesdueto relatively shortterm maturity of these
financialinstruments

Other assetsand liabilities

The carryingvalue lessany estimatedallowancefor financial assetsand liabilities includedin 6 o t dssetsand
| i a b ialeassumeadsapproximateheir fair valuesastheseitemsareshorttermin nature

Depositsfrom customers

For depositsfrom customerswith maturities of less than six months, the carrying amountsare reasonable
estimateof their fair values For eachdepositwith maturitiesof six monthsandabove fair valuesareestimatec
usingdiscountedcashflows basedon prevailingmarketratesfor similar deposit§rom customers

Subordinated obligations

Thefair valueof subordinateabligationsarebasedn quotedmarketpriceswhereavailable

44 Offsetting financial assets and financial liabilities

In accordancewith MFRS 132 "Financial Instrument Presentation"the Group reports financial assetsand
financial liabilities on a netbasison the statementsf financial positiononly if thereis a legally enforceableaight
to setoff therecognisecamountsandthereis intentionto settleon a netbasis,or to realisethe assetandsettlethe
liability simultaneouslyThefollowing tableshowstheimpactof nettingarrangemenon:

w All financialasset@andliabilities thatarereportedneton statementsf financial position and

w All derivative financial instrumentsand securitiespurchasedunder resale agreementsand obligations on
securitiessold underrepurchasegreementsind other similar securedending and borrowing agreementshat
aresubjectto enforceablenastemettingarrangementsr similar agreementsyut do not qualify for statement
of financial positionnetting

The table identifies the amountsthat have been offset in the statementf financial position and also those
amountsthat are coveredby enforceablenetting arrangementgoffsetting arrangementand financial collateral)
but do not qualify for nettingundertherequirement®f MFRS 132 describecabove

The "Net amounts"presentedelow are not intendedto representhe Group'sactualexposureo creditrisk, asa
variety of creditmitigation strategieareemployedin additionto nettingandcollateralarrangements
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44 Offsetting financial assets and financial liabilitiegcontinued)

Effects of offsetting on the statements
of financial position

Related amounts not offset

Net amount
reported on
The Group and statements
the Bank Gross  Amounts of financial Financial Financial Net
Amount Offset position instruments collateral Amount
30.06.2018 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Financial assets
Clientsdéd and brokerso
balances 559,585 (247,156) 312,429 - - 312,429
Derivative financial
assets 29,351 - 29,351 (6,930) (1,450) 20,971
Total assets 588,936 (247,156) 341,780 (6,930) (1,450) 333,400
Financial liabilities
Clients6 and brokersbo
balances 536,667 (247,156) 289,511 - - 289,511
Derivative financial
liabilities 44,428 - 44,428 (6,930) (1,321) 36,177
Obligations on securities
sold under repurchase
agreements 99,654 - 99,654 (99,654) - -
Total liabilities 680,749 (247,156) 433,593 (106,584) (1,321) 325,688
30.06.2017
Financial assets
Clientsdéd and brokerso
balances 501,624 (233,850) 267,774 - - 267,774
Derivative financial
assets 19,916 - 19,916 (10,759) (770) 8,387
Total assets 521,540 (233,850) 287,690 (10,759) (770) 276,161
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44 Offsetting financial assets and financial liabilitiegcontinued)

Effects of offsetting on the statements

of financial position

Related amounts not offset

Net amount
reported on
The Group and statements
the Bank Gross Amounts of financial  Financial Financial Net
Amount Offset position instruments collateral Amount
30.06.2017 RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Financial liabilities
Clientsdéd and brokerso
balances 454,344 (233,850) 220,494 - - 220,494
Obligations on securities
sold under repurchase
agreements 149,111 - 149,111 (149,111) - -
Derivative financial
liabilities 47,959 - 47,959 (10,759) (19,785) 17,415
Total liabilities 651,414 (233,850) 417,564 (159,870) (19,785) 237,909

Related amountsnot offset

Derivative financial assetsand liabilities

The 6 Fi n ainncsitarl ucollemn identdies financial assetsand liabilities that are subjectto set off under
netting agreementssuch as the ISDA Master Agreementor derivative exchangeor clearing counterparty
agreementsywherebyall outstandingransactionsvith the samecounterpartycan be offset and closeout netting
appliedacrossall outstandingransactiorcoveredby the agreementd an eventof defaultor otherpredeterminec

eventsoccur

Financial collateralrefersto cashand non-cashcollateral obtained,typically daily or weekly, to cover the net
exposurebetweencounterpartiesby enablingthe collateral to be realisedin an event of default or if other

predetermineg@ventsoccur.
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45 Equity compensation benefit
Executive Share Option Scheme ("ESOS" or "Scheme")
The ExecutiveShareOption Schemg fi E S @fQup tp fifteen percent(15%) of the issuedand paid-up ordinary

sharecapital of the Bank's immediateholding company,HLCB which was approvedby the shareholdersf
HLCB on 8 November2005 wasestablishedn 23 January2006 and hadbeenin force for a period of ten (10)

years TheESOShadexpiredon 23 January2016
Therewereno optionsoutstandingasat reportingdate
The number and market value of the ordinary shares held by the Trustee are as follows:

The Group and The Bank

30.06.2018 30.06.2017
Number of Number of

trust Market trust Market
shares held value shares helc value

6000 RM60O0DO 6000RMO

As at end of the financial year 105 100 105 79

46 Significant events during the financial year

Therewereno significanteventsduringthe financialyear.

47 Significant events subsequent to the financial year

Therewere no significant eventssubsequento the financial year that require disclosureor adjustmentgo the
financial statements

48 Approval of financial statements

The financial statementsvere authorisedfor issueby the Board of Directorsof the Bank in accordancewith a
resolutionof the Directorson 18 Septembef018
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Statement by Directors pursuant to
Section 251(2) of the Companies Act 2016

We, Dato' Mohzani bin Abdul Wahab and Tan Kong Khoon, being two of the Directors of Hong Leong
Investment Bank Berhad, do hereby state that, in the opinion of the Directors, the financial statements set
out on pages 25 to 145 are drawn up so as to give a true and fair view of the financial position of the Group
and of the Bank as at 30 June 2018 and the financial performance of the Group and the Bank 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.

— ——

& €&
a ohzani bin Abdul Wahab

Tan Kong Khoon
Director Director

Kuala Lumpur
19 September 2018

Statutory declaration pursuant to
Section 251(1) of the Companies Act 2016

I, Lau Yew Sun, the Officer primarily responsible for the financial management of Hong Leong Investment
Bank Berhad, do solemnly and sincerely declare that the financial statements set out on pages 25 to 145 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 solemuly declared by
the abovenamed Lau Yew Sun (MIA
Petaling Jaya in Selangor Darul Ehsan
19 September 2018

Before me,

Commissioner for Qaths
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INDEPENDENT AUDITORS' REPORT
TO THE MEMBER OF HONG LEONG INVESTMENT BANK BERHAD

(Incorporated in Malaysia)
Company no: 10209-W

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Our opinion

In our opinion, the financial statements of Hong Leong Investment Bank Berhad (“the Bank”) and its
subsidiaries (“the Group™) give a true and fair view of the financial position of the Group and of the Bank
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 Bank, which comprise the statements
of financial position as at 30 June 2018 of the Group and of the Bank, and the income statements,
statements of comprehensive income, statements of changes in equity and statements of cash flows of
the Group and of the Bank for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies, as set out on pages 25 to 145.

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 Bank 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.

PricewaterhouseCoopers PLT (LLP0014401-LCA & AF 1146), Chartered Accountants, Level 10, 1 Sentral, Jalan
Rakyat, Kuala Lumpur Sentral, P.O. Box 10192, 50706 Kuala Lumpur, Malaysia
T: +60 (3) 2173 1188, F: +60 (3) 2173 1288, www.pwc.com/my

PricewaterhouseCoopers PLT (LLP0014401-LCA & AF 1146) was registered on 02.01.2018 and with effect from that date, PricewaterhouseCoopers (AF 1146), a
conventional partnership was converted to a limited liability partnership.
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INDEPENDENT AUDITORS' REPORT

TO THE MEMBER OF HONG LEONG INVESTMENT BANK BERHAD (CONTINUED)
(Incorporated in Malaysia)

Company no: 10209-W

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)
Independence and other ethical responsibilities

We are independent of the Group and of the Bank 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.

Information other than the financial statements and auditors’ report thereon

The Directors of the Bank are responsible for the other information. The other information comprises

Directors’ Report but does not include the financial statements of the Group and of the Bank and our
auditors’ report thereon.

Our opinion on the financial statements of the Group and of the Bank 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 Bank, 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 Bank 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.

Responsibilities of the Directors for the financial statements

The Directors of the Bank are responsible for the preparation of the financial statements of the Group
and of the Bank 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 Bank that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements of the Group and of the Bank, the Directors are responsible for
assessing the Group’s and the BanKk’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 Bank or to cease operations, or have no realistic alternative
but to do so.
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TO THE MEMBER OF HONG LEONG INVESTMENT BANK BERHAD (CONTINUED)

(Incorporated in Malaysia)
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REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

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 Bank 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 Bank, 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 Bank’s internal control. Evaluate the
appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

(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 Bank’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 Bank 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 Bank to cease to continue as a
going concern.
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INDEPENDENT AUDITORS' REPORT
TO THE MEMBER OF HONG LEONG INVESTMENT BANK BERHAD (CONTINUED)

(Incorporated in Malaysia)
Company no: 10209-W

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

Auditors’ responsibilities for the audit of the financial statements (continued)

(e) Evaluate the overall presentation, structure and content of the financial statements of the Group
and of the Bank, including the disclosures, and whether the financial statements of the Group
and of the Bank represent the underlying transactions and events in a manner that achieves fair
presentation.

63) 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.

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.
OTHER MATTERS

This report is made solely to the member of the Bank, 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.

anajrahmwé‘, 1 /a‘

PRICEWATERHOUSECOOPERS PLT E LING
LLP0o014401-LCA & AF1146 03032/01/2019 J
Chartered Accountants Chartered Accountant

Kuala Lumpur
19 September 2018
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