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GROWING

HEINEKEN Malaysia has always presented Malaysians with exciting events as
we build our inspirational brands — and 2017 was no different. We brought back
some highly anticipated engagements while delighting customers across various
brand portfolios with new products and experiences, creating yet another year of

enticement and excitement.

Our flagship brands Heineken®, Tiger, and
Guinness, in particular, continued to create
waves of conversation and social media
activity, gaining them another round of
recognition at the Putra Brand Awards for
brand building excellence. Heineken® collected
the Gold award; Tiger received a Silver after
another exciting year of uncaging creativity;
while Guinness, the World’s No.1 Stout, took
home a Bronze award, demonstrating its
strength of being made of more.
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RENOWNED FOR

ITS PROGRESSIVE

AND INNOVATIVE
PERSONALITY

Built on core values of:
Open Mindedness
Cosmopolitan
Inventiveness
Wittiness
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HEINEKEN®
IS ENJOYED IN

192

COUNTRIES

SINCE 1873
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PREMIUM BEER BRAND
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HEINEKEN®
THERE'S MORE
BEHIND THE STAR

Heineken® introduced a
new look with same great
taste

Over 1,000 Malaysians
learned how to pour a
quality Heineken® across
four days

G

HEINEKEN® UEFA
CHAMPIONS LEAGUE

Limited edition bottles
and cans

Increased volume by 11.8%
Social reach of 3.9 million
Big and impactful visibility
in off-trade

Jd

HEINEKEN® LIVE YOUR
MUSIC & 1.5 LITRE
LIMITED EDITION
HEINEKEN®
MAGNUM BOTTLE

Heineken® rewarded
consumers with over

100 music experiences
nationwide

Big celebration, 48 hours of
music with Dutch D] Tiesto
& 88 Rising as the big finale
Launched the 1.5 litre
limited edition Heineken®
Magnum bottle
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A
WORLD
ACCLAIMED
ASIAN LAGER

Tiger

r

A
MALAYSIA'S
NO.1 BEER

A
TIGER + WWF

To bring everyone’s
attention to the plight

of wild tigers, which are
threatened by extinction,
Tiger Beer removed the icon
from its packaging for two
months

20,000 selfie arts were
created by consumers
across the world to show
their support for wild tigers
»  Media Reach: 6 million people
» PR Value : RM2.35 milion

»  On Global Tiger Day, close
to 4,000 people came
together to take a stand for
wild tigers

A
TIGER RADLER

0.0% LIME MINT

A sparkling malt drink that

contains natural citrus juice

and 0.0% alcohol which you

can drink anytime, anywhere

i

A
MULTIPLE
AWARD-WINNING
ASIAN LAGER

with over 50 international
awards and accolades to-date

TIGER WHITE

Uncage the
flavours of the

-

Asian Wheat Beer Frae
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A
DELIGHTING
FANS SINCE 1932

with its refreshing and
full-bodied flavour across
more than 70 countries

A
UNCAGE MUSIC

» Media Reach:917,712
» PR Value : RM1 million
»  Attracted 23,200 festival goers
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NO.1 STOUT

in Malaysia and
the world over

&

Founded by

ARTHUR GUINNESS

in 1759
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GUINNESS

MADE OF MORE

nEnvvy

Sells more than

10 MILLION PINTS
DAILY WORLDWIDE

413

The first Guinness in
Malaysia was produced
at Sungei Way Brewery

MORE THAN
50 YEARS AGO

2L

An unrivalled black
liquid and winner of

MULTIPLE QUALITY

AWARDS IN'MALAYSIA

&

THE WORLD'S MOST
DISTINCTIVE BEER

Born out of determination,

courage, ingenuity, and passion

3

GUINNESS
ST. PATRICK'S

Reach: 1,651,438
Engagement: 113,010
PR Value: RM1,351,007

*

GUINNESS BRIGHT

Guinness Bright is a smooth
stout infused with fresh and
invigorating flavour extracts of
coffee, ginger and lemongrass,
bottled at 4.5% ABV (alcohol by
volume) for a perfect finish

Launched in May 2017
Total Brand Awareness:
28% as at December 2017
Sampling amount:
240,000
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BREWED LOCALLY

The passion of
LOCAL CRAFTSMANSHIP

A
BRAND WITH
STRONG HERITAGE

A popular brew with a

SMOOTH,
REFRESHING TASTE

k
A
ANCHOR SMOOTH
DRAUGHT

» Now fresh in a bottle
and can

» Launched in January
2017

£

A
ANCHOR SMOOTH

was

AWARDED GOLD

at the Monde Selection for

3 CONSECUTIVE YEARS

from 2010-2012

N

A
FIRST LAGER

brewed in Malaya
dated back to

1933

OO
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A

REAL BEER
FOR REAL MOMENTS

garnered more than

3 million

views on Facebook
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WORLD'S

NO.1

BESTSELLING

Cider Brand Globally

APPLE CIDERS

4

PERFECTING OVER

175

YEARS

of Cider-making Heritage

STRONGBOW )

"ST

CIDER

introduced in
Malaysia in 2009

i
ACHIEVED

0

YEARS OF
CONSISTENT
L GROWTH

L

Available in a variety of
modern flavours

GOLD APPLE
ELDERFLOWER
DARK FRUIT
BRITISH DRY

LAUNCRED CAN FORMAT

in August 2017

S
More than

3.7 million

consumers reached with the
Apple to Cider campaign

| 44



| |
q = _: | : .
SPREDBY NEW ZEALAND CIDER MAKEES |




%
2
©)
A
BORN IN
NEW ZEALAND

AND NOW
IN MALAYSIA

Introducing Apple Fox Cider,

launched in August 2017

CRAFTED BY
NEW ZEALAND'S
CIDER MAKERS

there is no bad apple —
only real, good ones in
every can & bottle

&

A

AVAILABLE
NATIONWIDE

at affordable pricing with
national distribution
including East Malaysia

A
MORE THAN

HALF A MILLION
LIPS SAMPLED

within 4 months

&

A
#WHATTHEFOX

h.8 million

SOCIAL MEDIA
REACH

within first 3 months

REAL APPLES
REAL ATTITUDE

Perfect for those with a little
mischief inside, Apple Fox

Cider injects spontaneity to
mundane rou tines
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HEINEKEN® -

In 2017, Heineken®'s world class events once again raised the bar for our well-heeled
and widely-travelled consumers.

HEINEKEN® UEFA CHAMPIONS LEAGUE — CHAMPION THE MATCH NIGHT

A highlight of the year was Heineken®s Champion the Match Night campaign organised in conjunction with the world’s most prestigious football
club competition. Throughout the entire campaign, Heineken® inspired football fans to plan their schedules around the matches — which kicked off at
2am — through online solutions which ranged from signing up for the Heineken® Wake-Up Call and Heineken® Match Night Delivery, to taking part in
Heineken®'s Playmaker Challenge or even joining in exciting football events at participating bars and outlets nationwide.

Leveraging Heineken®s partnership with the UEFA Champions League, we were able to offer

seven lucky fans the chance to win all-expenses-paid trips to watch the UEFA Champions League
semi-final live in Madrid, Spain; and another two fans to experience the UEFA Champions League
final screening while sailing in Greece on a luxury cruise with ice-cold Heineken® beers.

On the UEFA Champions League Final night, Heineken® transformed one of Kuala Lumpur’s

most unconventional hotels, the Container Hotel, for the ultimate final match viewing party.
By-invitation-only fans got to enjoy live screening of the match in a unique location with ice-cold
Heineken® beers and food by The Mothership, accompanied by energetic beats by one half of the
dynamic DJ duo BATE, WH.
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HEINEKEN® THERE'S MORE BEHIND THE STAR

In July 2017, Heineken® launched “There’s more behind the star”
campaign to educate our consumers on the quality of Heineken® beer.
The campaign was brought to life at a three-day event at Trec that
revealed the secrets in its recipe and its rich heritage that make it the
world’s no. 1 international premium beer. The experience finished with
consumers learning how to pour their own perfect pint of Heineken®.
Throughout the campaign period, consumers also had the opportunity
to win an all-expense-paid trip to experience how Heineken® is brewed
in its country of origin — Amsterdam.
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HEINEKEN® FESTIVE — 1.5 LITRE LIMITED EDITION BOTTLE

To end the year with a bang, we brought in the Limited Edition
Heineken® 1.5L Bottles. It was the perfect accompaniment for the year
end celebrations.

o e
LIGHT UP THE

CELEBRATION

ENJOY THE LIMITED EDITION
HEINEKEN" 1.5 BOTTLE

HEINEKEN® LIVE YOUR MUSIC

It is undeniable that Heineken® has a strong link with music as well

as the fans. This was reinforced throughout November and December
2017 when the Heineken® Live Your Music campaign delivered 100
music events to fans across Malaysia. Thanks to Heineken®, the global
movement enabled consumers to enter a world of exclusively curated
and enhanced music experiences.

The Heineken® Live Your Music journey started in Johor Bahru's Triple

X Club, moving on to Penang’s latest hotspot, Arena, and culminated
with an unforgettable weekend in Kuala Lumpur, where we converted KL
Live into a Heineken® Live Your Music superclub. The first night featured
Dutch megastar DJ and producer Tiésto, while the second night saw
88Rising featuring Rich Chigga, Higher Brothers and Joji. Two lucky
winners of the Heineken® Live Your Music promotion were entitled to
attend Tiésto’s show in VIP style with 15 of their friends.

From elevated local experiences to international music journeys, four
lucky fans and their friends went to Sensation White in Jakarta and the
ultimate fan experienced Ultra Miami’'s 20" Anniversary in the USA with
three of his friends.
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TIGER BEER -

An eclectic mix of campaigns ensured that Malaysia’s No. 1 Beer, which has been
roaring since 1932, was heard louder and clearer in 2017.

HEINEKEN MALAYSIA'S CHINESE NEW YEAR CAMPAIGN

To usher in the Year of the Rooster, Tiger Beer led HEINEKEN Malaysia’s Chinese New Year campaign that saw one million Malaysian consumers
win cash and prizes worth a total of RM2 million. Throughout January 2017, Tiger Beer also visited selected outlets across Malaysia with attractive
promotions, live performances, exciting on-ground engagements, and games with cash and prizes.

Furthermore, consumers who pre-purchased dinner tables at these selected outlets nationwide received a specially-created Tiger Yee Sang set. This
limited-edition dish was created in conjunction with Tiger Beer’s street food campaign, Tiger STREATS. Meanwhile, more than 180 other outlets
were visited by Tiger Beer Brand Ambassadors and the God of Prosperity. The Tiger Beer roving teams also spread the joy to approximately 1,200
additional outlets.

To add on to the celebration, there were also exclusive Chinese New Year packaging for 24-can and 18-can packs of Tiger Beer, as well as two sets of
exclusive Tiger Chinese New Year ang-pow packets available at selected Giant and AEON stores.

TIGER #UNCAGEMUSIC BLOCK PARTY

In May 2017, Tiger Beer presented the finale event of Urbanscapes
2017, the #Uncagemusic Block Party at The Row, Kuala Lumpur. The
area was transformed in line with Urbanscapes’ theme of ‘Rediscover
KLU, making it the hub to go to for music and art lovers. Highlights
included performances by Canadian electronic synth-punk duo Crystal
Castles and South Korean indie rockers hyukoh at Slate; an audiovisual
collaboration at Timbre between renowned local musical acts such as
An Honest Mistake, Rozella and Ry&tJones with visual artists Kenji Chai
and Cloakwork; and entertainment by Hanafuda Project, D] Reeve
and DJ Biggie at The Deck. Fans danced the night away while treating
themselves to ice-cold Tiger Beer and scrumptious food.




THE #3890TIGERS MOVEMENT

Tiger Beer goes bold in the month of July 2017 as we remove the iconic
tiger from our logo on limited-edition beer bottles and cans with a
rhetorical question posed: ‘Can you imagine a world without tigers?’.
This comes as the #3890Tigers movement — a joint effort between Tiger
Beer and World Wildlife Fund (WWF) — launches in Malaysia; asking
consumers to uncage their creativity and join Tiger Beer in taking a
stand against the illegal tiger trade.

In partnership with six artists from around the globe — including
Malaysian artist Kenji Chai — Tiger Beer also released an online

tool which allows people to instantly create one-of-a-kind selfie art
generated by AL Thousands of fans uploaded their selfies on the
3890Tigers.com website within a month. Amazed by the support shown
by our loyal fans and to show them our appreciation, we organised a
finale event at The Square, Publika on Global Tiger Day.

The venue was turned into a creative showcase, decorated with tiger
art pieces that signify the 250 Malayan tigers (Panthera tigris jacksoni)
left in the wild. These unique art pieces were created by Kenji Chai, Sly
Fox Crew, Caryn Koh, Stephen Lau, monoEVOLVE, NESTWO, Kangblabla
and Malaysia Origami Association. Adding on to the global Tiger Beer’s
donation of USD 1 million to tiger conservation efforts by WWF, we also
held a silent auction on that day for these art pieces.
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TIGER FC'S ‘ULTIMATE FAN’

The final whistle was blown on Tiger FC’s hunt for ‘The Ultimate Fan’

in October. It marked the end of a nationwide hunt, which involved
quizzes at clubs around Malaysia during the 2016/17 FC season. 30
footie super-brains made it through to the Tiger FC's Big Away Game
at The Beer Factory, Sunway Giza to battle it out for the coveted title.
The last fan standing during the showdown was crowned Tiger FC's
‘The Ultimate Fan’ and won a trip for two to Europe to watch a football

match live.

TIGER RADLER

Late in the year, Tiger Radler received a brand new look. Our refreshing
blend of beer with natural citrus juice now has a packaging that
showcases its defining feature. With bright, vibrant colours playing
across the cans, inspiring thoughts of sunny days and fresh flavours will
sure #LightenUp your fridge.

Additionally, two other variants were added to the Radler line-up: the
Tiger Radler Grapefruit and the Tiger Radler 0.0% Lime Mint. Available
only until February 2018, the Tiger Radler Grapefruit contains 2%
ABV (alcohol by volume) and combines the tang of grapefruit with
world-acclaimed Tiger Beer to deliver a sweet and zesty punch which
rejuvenates the senses.

For those seeking the refreshing
taste of Tiger Radler but without

the alcohol can now turn to the
Tiger Radler 0.0% Lime Mint. This
new non-alcoholic variant, available
nationwide from December,
combines the cool flavour of mint
with the citrus burst of lime to create
a fresh, thirst-quenching beverage

perfect for any time of the day.
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GUINNESS -

In Malaysia, Guinness has garnered a loyal following for over 50 years with its
distinctive stout brew. This year, we introduced a refreshed variant catering to the
emerging consumer and organised events that are made of more.

T e el WY ™

GUINNESS ST. PATRICK'S WEEKEND

Malaysian Guinness fans were treated to the biggest St. Patrick’s celebrations in the country this year at Publika, Kuala Lumpur. Featuring three
days of live performances, exciting games and activities, delicious authentic Irish food, and a host of other experiences, the St. Patrick’s Weekend
celebrations provided plenty of entertainment and fun for all.

One of the event highlights was the national qualifier for the World Oyster Shucking championship. The fastest participant to open (or ‘shuck’)
as many oysters as possible within a certain time frame stood a chance to represent Malaysia at the world championship. Outside of the capital,
satellite events were held in Ipoh, Penang, Johor Bahru, Miri, Kuching and Kota Kinabalu.




GUINNESS BRIGHT

Guinness welcomed a new family member in May 2017 with the
launch of the Guinness Bright. A smooth and fresh stout infused with
invigorating coffee, ginger, and lemongrass extracts, Guinness Bright is
a stout as you have never seen before. What makes it especially special
is that it is crafted exclusively for Malaysia.

As part of the launch campaign for Guinness Bright, we surprised
consumers with complimentary bottles of this new stout at the
Guinness pop-up ‘Bright Bars” around Klang Valley, Penang, Johor Bahru,
and Ipoh.

Additionally, we also searched across the country to find drinkers with
aspirations of running a bar, and made their dreams come true by
giving three of them the chance to run their very own Guinness Bright
Bar. In the course of the month-long activation, the three Bright Bar
owners — in Kuala Lumpur, Penang, and Johor — competed against each
other in a series of challenges. Miranda Yeoh from Kuala Lumpur won
the competition with MONO Bar — a sleek and minimalist take on a

modern bar concept.
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LIMITED-EDITION DESIGNS OF GUINNESS FOREIGN
EXTRA STOUT

Inspired by the vibrancy and colour of Malaysia’s diverse mix of cultures,
people, and environments, Guinness launched three limited-edition
designs for the Guinness Foreign Extra Stout. Available from December
2017 to February 2018, all Guinness bottles and cans sold in the
country featured Peranakan tile motifs, henna designs, and traditional
Bornean fabric patterns across the iconic black labels with the golden
Guinness harp standing proud in the centre.

Each of the three limited-edition design is fronted by an animal which

is iconic to Guinness in Malaysia — the bulldog, the sea turtle and the
hornbill — and which represents the diversity of environments making up
our homeland. They also embody elements of the Malaysian character
which are common to all of us: strength and persistence, goodness and
dedication, boldness and spirit.

Fans were also able to get their hands on sets of three miniature glasses
featuring artwork from the limited-edition designs by purchasing
Guinness Foreign Extra Stout from participating outlets.
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ANCHOR - REAL BEER FOR REAL MOMENTS

A local favourite among Malaysians since 1933, Anchor continued to remain true
to its identity. In May 2017, it reinforced its message of being real and genuine
via the ‘Real Beer for Real Moments’ campaign to inspire Malaysians to celebrate
realness with friends and family. A short Malaysian advertisement was introduced,
highlighting the significance of honesty and sincerity.

Additionally, we launched a new variant called
the Anchor Smooth Draught. It is crafted by
the local brewing team and carries all the
characteristic of a draught beer — making it
ideal for those who crave the refreshing taste
of Anchor beer on tap, but in a bottle. A roving
truck was introduced to bring the experience
and taste of this smooth local beer to selected
locations in the Klang Valley, Penang, Johor,

AN m o R Pahang, Malacca, Ipoh, and Seremban.

Now Fresh In A Bottle @ P

A refreshing lager with a
smooth blend of aromatic hops,
brewed perfectly into each

bottle of Anchor Smooth Draught.

The smooth taste of draught beer.
The passion of local craftsmanship.
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STRONGBOW APPLE CIDERS -

During the first half of 2017, Strongbow Apple Ciders reinforced its positioning in the
market by bringing the taste of real apples to consumers. Visitors to the Strongbow
Cider Garden were reconnected with nature through the flavours of Gold Apple,
Elderflower, and Dark Fruit.

A definite highlight was the Apple to Cider Fridge that automatically
trades real apples into real cider. Created to demonstrate that real
apples were used to make Strongbow Apple Ciders, all one needed to
do was to put in an apple in order to receive a complimentary bottle of
Strongbow.

A total of 200,000 bottles of Strongbow Apple Ciders were given away.
The inaugural Strongbow Cider Garden experience was rolled out at
Gurney Plaza in Penang offering visitors fresh-tasting apple cider in a
nature-themed environment. Similar spaces then popped up in various
other locations nationwide.
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APPLE FOX CIDER -

In August 2017, we introduced another stellar addition to our line of global brand with
the launch of the Apple Fox Cider. Inspired by New Zealand cider makers, and made
of only good and fresh orchard apples, it uses the best-kept secrets of cider making in
creating a distinct, refreshing, and smooth drinking experience, served over ice.
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With the debut of Apple Fox Cider, consumers’ hunt for great tasting apple cider is finally over.
Apple Fox contains 4.5% ABV (alcohol by volume) and delivers an instant refreshing taste —
making it perfect for those afternoon pick-ups by injecting a much-needed spontaneity to
everyday mundane routines.

Just like a fox hunting in the orchard, this alcoholic cider will steal the hearts of those seeking a
brand that stands for straight-up, instant refreshment with a contemporary and bold edge.

Moreover, only the freshest apples sourced from orchards all over the world are picked to make
the Apple Fox Cider. This ensures a naturally crisp texture and intense flavour — two qualities
that make the best tasting cider. The meticulous process of creating this cider also adds to the
superior taste of the product.

Apple Fox is available in 320ml cans and 325ml bottles from hypermarkets, supermarkets, and
convenience stores, as well as in bars, pubs, and restaurants.
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PORTFOLIO BRANDS

THE WORLD OVER

This perfectly crafted pint carries
Irish origins dating back to 1710;
a journey that is worth it

THE SILKY SMOOTH
ALTERNATIVE TO
LAGERS AND STOUTS

'KILKENNY

R

IRISH ALE

IEHIBAH

o
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THE NO.1 GERMAN WHEAT BEER

Brewed according to the strictest and oldest regulations of brewing set
out in “The German Purity Law’ — only the purest water, malted wheat
and barley, hops and yeast can be used in the brewing process

ONE OF THE OFFICIAL BEERS AT THE WORLD-FAMOUS
OKTOBERFEST, HELD IN MUNICH EVERY YEAR

THE REAL
SHANDY

Appeals to drinkers preferring

A NUTRITIOUS
MALT DRINK

Contains all the goodness

ligh : ithi
o lignte of malt, including a high
refreshing buzz and unique .

concentration of

blend of beer mixed with fizzy B Vitamins (B1, B3 and B6)

lemonade at <0.5% ABV
THE PREFERRED
AN ALL-TIME
NON-ALCOHOLIC
FESTIVAL FAVOURITE BEVERAGE

A

Malta

{B} 6183886

LIS

PAULA

A
N

£

,f, NA 'fun.ﬂ. WHEAT

T mawr prINK
WO ALCOWOL



HOW WE ARE
GUVERNED

92 Statement on Corporate Governance
106 Audit & Risk Management Committee Report
110 Statement on Risk Management & Internal Control
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SIATEMENT ON

The Board of Directors (the Board) of Heineken Malaysia Berhad (HEINEKEN
Malaysia or the Company) firmly believes that commitment to good business ethics
and corporate governance is essential to the long term sustainability of the Group’s
business and performance. The Board embraces good corporate governance and
supports the principles and the recommended practices provided in the Malaysian
Code on Corporate Governance (CG Code).

With this, the Board is pleased to present this Statement on Corporate Governance (CG Statement) which outlines the manner and extent the Company
has adopted and applied the principles and recommended practices as set out in the CG Code over the financial year ended 31 December 2017. The
detailed application by the Company for each CG practice during the financial year ended 31 December 2017 is reported in the Corporate Governance
Report which is available on the Company’s website at www.heinekenmalaysia.com.

PRINCIPLE A
BOARD LEADERSHIP AND EFFECTIVENESS

The Board is always mindful of its responsibilities in leading and determining the strategic direction and overseeing the overall management of
the Company and its subsidiaries (the Group). It provides an effective oversight of the conduct of the Group’s businesses, ensuring appropriate risk
management and internal control systems are in place as well as regularly reviewing such systems to ensure their adequacy, integrity and effectiveness.
The Board takes into consideration the interests of all stakeholders in their decision-making so as to ensure the Group'’s objectives of creating long-term
shareholder value are met.

The Board is guided by its Charter. Pursuant to the new CG Code issued on 26 April 2017 and the amendments to the Main Market Listing Requirements
of Bursa Malaysia Securities Berhad (MMLR) issued on 29 November 2017, the Board had, on 14 February 2018, reviewed its Charter and approved
the adoption of a new Charter consistent with the CG Code and the MMLR. The new Charter sets out the Board's strategic intent and outlines the roles
and responsibilities of the Board and the Board Committees, individual Directors and the Chairman as well as its meeting requirements. It is subject to
review as and when necessary and it is available on the Company’s website at www.heinekenmalaysia.com.



In discharging the key fiduciary duties and leadership functions, the
Board assumes the following principal responsibilities in line with the
practices prescribed under the CG Code:

(a) Set the corporate values and promote good corporate governance
culture within the Group which reinforces ethical, prudent and
professional behavior and ensure that its obligations to shareholders
and other stakeholders are met;

(b) Review, challenge and decide on Management’s proposals for the
Company and monitor the implementation by Management;

(c) Set the strategic aims of the Group and ensure that the strategy
and business plan of the Group supports long-term value creation
and promote sustainability taking into consideration the economic,
environmental and the social aspects;

(d) Oversee the conduct of the Group’s business and operations, and
ensure the businesses are being properly managed;

(e) Ensure the adequacy and integrity of the Group’s internal controls
and management systems, including systems for compliance with
applicable laws, regulations, rules, directives and guidelines;

(f)  Understand the principal business risks and recognise that business
decisions involve the taking of appropriate risks;

(9) Set the risk appetite within which the Board expects Management
to operate and ensure that there is an appropriate risk management
framework to identify, analyse, evaluate, manage and monitor
significant financial and non-financial risks;

(h) Ensure that all members of the Board and the Management Team
are of sufficient caliber including having in place a process to provide
for the orderly succession of the Board and the Management Team;

(i) Ensure the Company has in place procedures to ensure effective
communication with, and appropriate disclosure to its shareholders
and other stakeholders; and

() Ensure the integrity of the Company’s financial and non-financial
reporting.

To assist the Board in the discharge of its oversight function, the Board
has delegated specific responsibilities to the following Board Committees:

. Nomination & Remuneration Committee (NRC)
. Audit & Risk Management Committee (ARMC)

Each committee operates its functions within their terms of reference
approved by the Board. The Chairman of the respective Board
Committees reports on matters deliberated and recommendations by
the Board Committees.

HEINEKEN MALAYSIA BERHAD 9 3
Annual Report 2017

Separation of functions between the Chairman and the

Managing Director

The Chairman is primarily responsible for ensuring the effective
functioning of the Board and leading the Board in its collective oversight
of management by focusing on strategy, governance and compliance.
The position of the Chairman and the Managing Director are held by
different individuals with a clear division of responsibilities to ensure a
balance of power and authority, such that no one individual has unfettered
powers of decision-making. The Managing Director is appointed by the
Board and is responsible for the day-to-day management of the Group
operations and business as well as implementation of business plans and
strategies, policies and decisions approved by the Board. The Managing
Director is supported by a Management Team and other committees
which are tasked to oversee key operating areas. The responsibilities and
authorities of the Management Team are defined in the Statement of
Authority approved by the Board.

There is a schedule of key matters reserved specifically for the Board
deliberation and decision to ensure the direction and control of the
Group are in its hands. The schedule of key matters is set out in
the Board Charter which is published on the Company’s website at
www.heinekenmalaysia.com.

Senior Independent Non-Executive Director

Mr Martin Giles Manen, who chairs the ARMC, is designated as the
Senior Independent Non-Executive Director of the Company. His roles
are defined in the Board Charter as follows:

. To act as a sounding board for the Chairman;

= To serve as a designated contact for direct communication with
shareholders and other stakeholders on concerns that cannot be
resolved through normal channels of contact with the Chairman or
the Managing Director; and

= Toactas a point of contact between the Independent Directors and
Chairman on sensitive issues.
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Board Meetings

A full year meeting schedule which sets out the dates for meetings of the
Board, Board Committees and shareholders, as well as the closed period
to restrict dealings in the Company’s stocks by Directors is prepared and
circulated to the Directors before the start of each calendar year to allow
Directors to plan ahead to attend such meetings. Directors are allowed
under the Company’s Constitution to participate at a Board / Board
Committee Meeting via telephone or video conferencing.

The Board meets on a quarterly basis. Additional meetings are convened
as and when necessary to consider urgent proposals or matters that
require the Board’s consideration. Off-site Board Meeting to discuss
specific topics will be arranged, when necessary, to facilitate more time
for discussion and view sharing.

During the financial year ended 31 December 2017, the Board had four
meetings and the attendance of each Director at the meetings, was as

follows:

Name Attendance
Dato’ Sri Idris Jala

Chairman, Independent Non-Executive Director 414
Hans Essaadi

Managing Director, Non-Independent Executive Director 4/4
Martin Giles Manen

Senior Independent Non-Executive Director 4/4
Datin Ngiam Pick Ngoh, Linda

Independent Non-Executive Director 4/4
Choo Tay Sian, Kenneth

Non-Independent Non-Executive Director 4l4
Yong Weng Hong

Non-Independent Non-Executive Director 4/4
Lim Rern Ming, Geraldine

Non-Independent Non-Executive Director

(Appointed on 1 November 2017) m
Frans Erik Eusman

Non-Independent Non-Executive Director

(Resigned on 1 November 2017) 2/3

At Board Meetings, the Board reviews management reports on the
business and financial performance of the Group and discusses major
operational and financial issues. Directors are encouraged to participate
in the meeting and share their views. They are also encouraged to pose
queries (if any) to Management prior to each Board Meeting to enable
them to better prepare for the meeting.

Any Director who has a direct or deemed interest in the subject matter
shall abstain from deliberation and voting on the respective resolution.
Decisions of the Board are made by consensus. Where appropriate,
decisions may be taken by way of Directors’ Circular Resolutions for
matters which are administrative in nature.

Access to Information

All Directors have unrestricted and constant access to and interaction
with the Management Team in that they may have informal meetings
with Management Team members to brief them on matters or major
developments concerning the Group operations.

The Directors also have unrestricted access to the advice and services
of the Company Secretary. Directors may interact directly with, or
request further explanation, information or update on any aspects of
the Company’s operations from the Company Secretary. In addition to
the administrative matters, the Company Secretary advises the Board on
CG matters, corporate disclosures and ensure adherence to the relevant
statutory and regulatory requirements.

The Company Secretary, who is a qualified Chartered Secretary and
an Associate member of the Malaysian Association of the Institute of
Chartered Secretaries and Administrators, manages all Board and Board
Committee Meetings logistics as well as the processes pertaining to
Annual General Meeting (AGM), attends and records minutes of all Board
and Board Committees Meetings and AGM. The Company Secretary
had and will continue to constantly undertake continuous professional
development.

Subject to the approval of the Board, the Directors, whether as a full
Board or Board Committees or in their individual capacity, may seek
and obtain independent professional advice at the Company’s expense
on specific issues to assist them in discharging their duties. Appropriate
procedures are in place to facilitate the Directors’ access to such advice.

The Board recognises the importance of providing timely, relevant
and up-to-date information in ensuring an effective decision-making
process by the Board. In this regard, the Board is provided with not only
quantitative information but also those of qualitative nature which is
pertinent to enable the Board to discharge its duties effectively.



Prior to the scheduled Board / Board Committee Meeting, the Directors
will be provided a structured agenda together with management reports
and proposal papers at least 5 days prior to the meeting. In order for
meetings to be more effective, the meeting agenda is organised taking
into consideration the complexity of the proposals / matters to be
deliberated. An indication will also be provided to guide the Board /
Board Committees as to whether the matters are for approval, discussion
or for notation purpose with time allocation determined for each agenda
item in order for the meetings to be conducted efficiently.

Where necessary, members of the Management Team will be invited
to attend Board / Board Committee Meetings to report and update on
areas of business within their responsibility to provide Board members
insights into the business, and clarify any issues raised by the Directors in
relation to the Group operations. Directors are encouraged to share their
views and insight in the course of deliberation and partake in discussions.

Allissues discussed, decisions and conclusions including dissenting views
made and whether any Director abstained from voting or deliberating on
a particular matter at the Board/Board Committee Meeting with required
actions to be taken by responsible parties are documented in the minutes
by the Company Secretary. The minutes will be signed by the Chairman
of the Board/Board Committees as a correct record of the proceedings of
the meeting based on confirmation from all the Board/Board Committee
members. Decisions made and policies approved by the Board will be
communicated to relevant Management Team members for action after
the meeting.

Directors’ Training and Induction

The Board recognises the importance of continuing education for its
Directors to ensure that they are equipped with the necessary skills and
knowledge to assist them in the discharge of their duties as Directors.
All existing Directors have completed the Mandatory Accreditation
Programme as required under the MMLR.

Induction programme is arranged for newly appointed Directors to
enable them to have a full understanding of the nature of the businesses,
current issues within the Group and corporate strategies as well as the
structure and management of the Group. The Management Team
members will present in person on their respective area of responsibility
with an overview of the key issues and strategies. As part of the
induction programme, a brewery tour is also arranged to provide greater
understanding about the production processes.
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The Company Secretary co-ordinates training programmes for the
Directors. During the financial year ended 31 December 2017, the
Directors have attended relevant development and training programmes
according to their individual needs to keep abreast with relevant changes
in laws and regulations and to enhance their ability in discharging
their duties and responsibilities more effectively. Some of the training,
conferences, seminars and/or workshops, in which Directors have
participated during the financial period ended 31 December 2017, are
listed in Appendix 1 of this CG Statement.

The Directors are mindful of the need to continue to enhance their
skills and knowledge to assist them in the discharge of their duties as
Directors. The Board will, on a continuous basis, evaluate and determine
the training needs of the Directors.

Code of Business Conduct and Ethics

The Board is committed to promoting good business conduct and
maintaining a healthy corporate culture that engenders integrity,
transparency and fairness. The Board understands that it has the
responsibility to set the tone and standards of the Company through a
code of conduct and ethics for the Company. As part of the HEINEKEN
Group, the Group has adopted the HEINEKEN Code of Business Conduct
(HeiCode) which governs the standards of ethics and responsible
business conduct expected from all the employees, individually and as
a team at every level, when acting for and on behalf of the Company. It
is integrated into company-wide management practices and empowers
and guides Directors, Management and employees in dealing confidently
with their day-to-day challenges.

The HeiCode has embedded 15 policies which are grouped into three
broad areas, namely:

Personal integrity

Commercial integrity | Company integrity

= Responsible
consumption and
communication

= Standards on
employees’ and
human rights,
harassment and
discrimination

= Commitment to
health, safety and
environment

= Avoidance and
disclosure of
conflicts of
interest

= Fair competition

= Avoidance of
bribery and
improper
advantages

= Offering and
acceptance of
gifts

= Provision and
acceptance of
entertainment and
hospitality

= Political
contributions
and charitable
donations

= Dealing with
business partners

= Use of company
resources

= Management
of confidential
information

= Avoidance of
insider trading

= Maintenance of
financial and non-
financial records

= Fraud prevention
and reporting
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The Group has also adopted the HEINEKEN Speak Up Policy that
provides employees with a standard process to raise concerns about
suspected misconduct within the Group without repercussion in a
safe and confidential manner. The Speak Up Service is managed by
an independent third party and is available 24/7, 365 days a year.
Reports can be submitted through the Speak Up Service via online or
phone call. All Speak Up reports are reviewed by a Review Team which
comprises representatives from the HEINEKEN Business Conduct Office,
Global Audit and Global Human Resources. The Speak Up Policy was
communicated to all employees to create awareness and encourage
them to raise concerns about suspected misconduct within the Group.

The HeiCode and the HEINEKEN Speak Up Policy are published on the
Company’s website at www.heinekenmalaysia.com.

Board Composition

The Board currently has seven members who are of high calibre with
diverse experience and collectively has an appropriate mix of skills and
expertise required to effectively discharge its oversight responsibilities.
Out of the seven members, one is a Managing Director, three (including
the Chairman) are Independent Non-Executive Directors and three
are Non-Independent Non-Executive Directors. The Independent Non-
Executive Directors, who represent approximately 43% of the Board,
play a key role in providing unbiased and independent views, advice and
contributing their knowledge and experience in the Board’s decision-
making process.

Board Effectiveness Assessment

The Board, through its NRC, conducts an annual assessment on the
Board'’s effectiveness based on the composition, conduct, responsibilities
of the Board and the Board Committees in accordance with the Board
Charter and the Board Committees’ Terms of Reference.

During the financial year ended 31 December 2017, the Company had
engaged Deloitte Enterprise Risk Services Sdn Bhd, an independent
consultant, to facilitate the Board Effectiveness Assessment. The
assessment, which was conducted via questionnaires and a one-on-one
session with Directors, covered a broad spectrum of governance
attributes that encompassed nine main elements, namely performance,
strategy, governance, talent, integrity, compliance, reporting, operations
and planning. The observations of the assessment indicated that the
performance of the Board, the Board Committees and the individual
Directors during the year had been good in that they had been effective
in their overall discharge of functions and duties. It was also noted that
the relationship between the Board members was good with positive
and constructive interactions, coupled with strong leadership shown by
the Chairman. Nevertheless, several suggestions were raised to further
enhance the effective functioning of the Board. Among the suggestions
raised were:

= toorganise an offsite retreat for the Board to strengthen the working
relationship between the Board and the Management Team and
more importantly to deliberate strategy plan and performance
management;

= toleverage on digital applications / tools for distribution of meeting
papers; and

= to formalise a framework and policy for Board succession plan.

Based on the assessment, the Board was broadly satisfied that taking
into consideration the nature and the scope of the Group operations and
its business requirements, the current size and composition of the Board
was appropriate and well balanced with diversity of skill set, knowledge
and experience which would facilitate effective decision-making. The
Board was also satisfied with the level of independence demonstrated
by the Directors throughout the year and their abilities to act in the best
interest of the Company.

The Board deliberated on the practice recommended under the CG Code
for large companies to have a majority Independent Non-Executive
Directors in the Board. Given the current shareholding structure of
the Company in which 51% of its equity interest is held indirectly by
HEINEKEN NV via its wholly-owned subsidiary, GAPL Pte Ltd, the Board
was of the view that to fully leverage on the experience of the HEINEKEN
Group and to ensure focus on long-term value creation, it is in its best
interest and that of its stakeholders that the Board includes a fair and
adequate representation of the major shareholders.

Tenure of Independent Non-Executive Directors

The Board has in place a 9-year policy which limits the tenure of the
Independent Non-Executive Directors of the Company to nine years of
service. The Board is guided by the recommended approach under the
CG Code for retention of Independent Directors beyond the cumulative
term of nine years.

Mr Martin Giles Manen had served as an Independent Non-Executive
Director of the Company for nine years as at 28 August 2017. The
shareholders of the Company had, at the 53 AGM held on 13 April
2017, approved the continuing in office of Mr Martin Giles Manen as an
Independent Non-Executive Director of the Company until the conclusion
of the next AGM. The Board had via the NRC conducted an assessment
on the contribution of Mr Martin Giles Manen and recommended him
to continue to act as an Independent Non-Executive Director of the
Company based on the following justifications:

(@) He has met the independence criteria adopted by the Company and
fulfilled the independence definitions as prescribed under the MMLR
and therefore he was able to bring independent and objective
judgement to the Board;

(b) His vast experience in the audit and accounting fields enable
him to contribute to the Group’s performance monitoring and
enhancement of good corporate governance;



(c) He has been with the Company for long and therefore understands
the Group’s business operations which enable him to participate
actively and contribute at Board Committees and Board Meetings;

(d) He has devoted sufficient time and efforts and attended all the
Board Committees and Board Meetings for informed and balanced
decision-making;

(e) He has discharged his role as Chairman of the ARMC with due care
and diligence and has carried out his professional duties as an
Independent Non-Executive Director of the Company in the interest
of the Company and shareholders.

Based on the above recommendation of the Board, shareholders’
approval will be sought at the forthcoming AGM of the Company to
allow Mr Martin Giles Manen to continue to act as an Independent Non-
Executive Director of the Company.

Board Diversity

Currently, the Board does not have any gender, ethnicity and age diversity
policies and targets. The Board was of the opinion that gender is only
one element of diversity, and that experience, background, knowledge,
skills and insight are equally important and relevant criteria in selecting
new Board members. Nevertheless, the Board acknowledged the merits
of gender diversity in strengthening the performance of the Board and
had, in 2017, taken steps to increase the women representation on the
Board from 14% to 28%. Taking into account the current Board size for
effective decision-making, the Board will continue to aim at achieving/
maintaining the current percentage of women directors on the Board
by placing gender diversity as one of the considerations for new
appointments to the Board.

Appointments to the Board

There is a process for selection, nomination and appointment of suitable
candidates to the Board of the Company. Potential candidates can be
identified by the NRC, existing Directors, Managing Director or any
shareholder or other senior executive within the Company through
internal or external sources via recruitment agencies.

The NRC reviews the suitability of candidate identified and recommends
to the Board for appointment to the Board and it is responsible to ensure
that appointments are made on merit. There are specific criteria for
assessing candidature for directorship. The suitability of a candidate will
be assessed by taking into consideration the following aspects:

= Core competencies that meet the needs of the Company

= Personal qualities in terms of leadership skills, ability to provide
strategic insight and direction, work ethics and professionalism

= Industry knowledge, business judgement, expertise and special skills

»  Understanding of local economic and operating environment

= Ability to commit time and effort to carry out duties and
responsibilities effectively
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= Ability to represent the Company at any occasion that involves the
Company

= Educational qualification

= Factors that promote boardroom diversity, including gender diversity

For appointment of Independent Directors, considerations will also
be given on whether the candidate meets the independence criteria
adopted by the Company and requirements for independence as defined
in the MMLR;

The recent appointment of Ms Lim Rern Ming, Geraldine, a representative
nominated by the major shareholder, to the Board on 1 November
2017 was deliberated and approved by the Board based on the above
approach.

Nomination & Remuneration Committee

The NRC comprises the following 4 Non-Executive Directors of the
Company with a majority being Independent Director:

Dato’ Sri Idris Jala
Chairman
Independent Non-Executive Director

Datin Ngiam Choo Tay Sian, Martin Giles
Pick Ngoh, Linda Kenneth Manen
Member Member Member
Independent Non-Independent Senior Independent
Non-Executive Non-Executive Non-Executive
Director Director Director

The NRC’s roles and functions are governed by its Terms of Reference.
In February 2018, the Board had reviewed and updated its Terms of
Reference to reflect the requirements of the applicable practices and
guidance of the CG Code. The Terms of Reference is published on the
Company’s website at www.heinekenmalaysia.com.

As defined in the Terms of Reference, the roles and responsibilities of the
NRC are as follows:

Board and Board Committees’ Appointment

= review the criteria for assessment of candidates for the Chairman
and the Directors and the process for appointment, resignation or
cessation of office;

= recommend to the Board, prospective candidates to be appointed
to the Board, based on the approved criteria;

= recommend to the Board on the establishment of new Board
Committees or dissolution of any existing Board Committee which
no longer serves its purpose; and

= ensure succession plans and policies are in place for the Board and
the Managing Director of the Company.
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Board and Board Committees’ Assessment

= review the composition of the Board focusing on the mix of skills,
experience, age, cultural background and gender and ensure the
Board has a balance and diverse background and recommend to the
Board with regard to any adjustment that is deemed necessary;

= evaluate the effectiveness of the Board and the Board Committees,
term of office and contribution of each individual Director and the
independence of Independent Directors;

= recommend to the Board action plans for improvement on areas
identified in the Board and Board Committees effectiveness
assessment, where applicable;

= review the retirement of Directors who are eligible for re-election
and the retention of Directors who have served beyond nine years
as Independent Non-Executive Directors, and assess their eligibility
for re-election or retention; and

= ensure new Directors go through a proper induction programme
and evaluate training requirements for the Directors to ensure they
keep abreast with the developments in the industry and changes in
the regulatory requirements.

Remuneration

= review and recommend to the Board the remuneration package for Non-
Executive Directors and ensure it is consistent with the Group business
strategy and long term objectives to attract and retain Directors;

= review the framework and measures for performance bonus /
incentive and salary increment for the Group employees and
recommend to the Board for approval, where it deems necessary, any
amendment or modification to the framework and measures; and

= review and recommend to the Board the annual performance
bonus / incentive and salary increment allocation based on the
performance targets / objectives set and the payout to the Group
employees based on the Group performance achivement.

The NRC met once during the financial year ended 31 December 2017. In
the discharge of its duties, the NRC had performed the following activities:

. Assessed the effectiveness of the size, mix and the composition
of the Board and the Board Committees and the contribution of
individual Directors in relation to the effective decision-making of
the Board

= Assessed the independence of Independent Non-Executive Directors

=  Reviewed the re-nomination of Directors who were due for
retirement at the Company’s AGMs

= Reviewed the re-appointment of Independent Non-Executive
Director who served on the Board beyond nine years

= Reviewed Management’s proposals on performance bonus payout to
the Group employees, salary increment and performance bonus KPIs

= Reviewed the company car policy for Managing Director

= Reviewed the remuneration package for the Board Chairman

The NRC Meeting is normally held before or in conjunction with the
Board Meeting. When necessary, decisions can also be made via circular
resolutions. At Board Meeting, the Chairman of the NRC reports to the
Board on matters deliberated at the NRC Meeting.

Remuneration

The Company has in place a remuneration framework and procedures
to determine the remuneration of the Directors which is clear and
transparent, designed to attracts and retains the right talent in the
Board to drive the Group’s long-term objectives. The NRC is responsible
to review the remuneration framework for the Non-Executive Directors of
the Company to ensure the same is appropriately reflective of experience
and the level of responsibilities and contributions; and competitive
compared with the prevalent market practices. The Board collectively
determined the remuneration for the Non-Executive Directors based on
the recommendation of the NRC. Each of the Non-Executive Directors
abstained from deliberating and voting on their own remuneration.

The current remuneration package for the Non-Executive Directors, which
was approved by the shareholders at the 515t AGM held on 25 November
2015, is set out as follows:

Annual fee Non-Executive 75,000
Director
ARMC member 5,000
NRC member 4,000
Annual allowance Board Chairman 100,000
ARMC Chairman 8,000
NRC Chairman 6,000
Meeting attendance allowance All Non-Executive 1,200
(per meeting attended) Directors

All Non-Executive Directors are paid an annual fee for serving as members
of the Board and Board Committees. They are also paid a meeting
attendance allowance for each meeting they attended. The Chairmen
of the Board Committees receive an annual allowance for the additional
responsibility and commitment required. The above remuneration
structure was determined based on a benchmarking exercise conducted
by an external consultant in 2015. The benchmarking exercise was done
based on information and survey data on the remuneration practices of
comparable companies obtained from independent sources.
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In respect of the remuneration of the Managing Director of the Company, the NRC is guided by the compensation framework of the HEINEKEN Global
Human Resources. The remuneration package of the Managing Director consists of both fixed and performance-linked elements. The performance of
the Managing Director is reviewed annually taking into consideration the corporate and individual performance. The Managing Director is not entitled
to annual fee or allowance nor is he is entitled to receive any meeting allowances for the Board and Board Committees Meetings he attends.

The shareholders of the Company had, at the 53¢ AGM held on 13 April 2017, approved the payment of Directors’ fees and benefits up to RM760,000
to the Non-Executive Directors for the financial year ended 31 December 2017. For the said financial year, a total of RM652,400 was paid to the Non-
Executive Directors of the Company.

Details of the remuneration of all Directors of the Company (including the Managing Director) who served during the financial year ended
31 December 2017 are as follows:

Fees &

Company Chairman Meeting Benefits-in- Other

Allowance allowance Salary Bonuses kind Emoluments Total
Managing Director
Hans Essaadi - - 1,121,335 240,994 611,471 186,311 2,160,111
Non-Executive Directors
Dato’ Sri Idris Jala 186,000 10,800 - - - - 196,800
Martin Giles Manen 87,000 10,800 - - - - 97,800
Datin Ngiam Pick Ngoh, Linda 84,000 10,800 - - - - 94,800
Choo Tay Sian, Kenneth 84,000 10,800 - - - - 94,800#
Yong Weng Hong 80,000 9,600 - - - - 89,600#
Lim Rern Ming, Geraldine 12,500 1,200 - - - - 13,700#
(Appointed on 1 November 2017)
Frans Erik Eusman 62,500 2,400 - - - - 64,900#
(Resigned on 1 November 2017)

596,000 1,121,335 240,994 611,471 186,311 2,812,511

Notes:

Benefits-in-kind include rental, motor vehicle, club membership and leave passage.

Other emoluments include children’s education allowance, entertainment allowance, healthcare insurance and house maintenance expenses.
# Paid directly to Heineken Asia Pacific Pte Ltd for Directors who represent the major shareholder.

In 2017, the Chairman of the Board namely Dato’ Sri Idris Jala was also paid an annual consultancy services fee of RM142,000 for assisting the
Company in managing its industry issues and providing consultancy support to Management and employees of the Group for business improvement.
Pursuant to Section 232 of the Companies Act 2016, a copy of the consultancy services agreement is kept at the registered office of the Company
and is available for shareholders’ inspection.

Dato’ Dominic Joseph Puthucheary, a Director of Heineken Marketing Malaysia Sdn Bhd (HMMSB), was paid an annual fee of RM6,000 for serving as
a Director of HMMSB for the financial year ended 31 December 2017.

For financial year ending 31 December 2018, the aggregate remuneration payable to the Non-Executive Directors of the Company is estimated
to be around RM710,000 calculated based on the above fees and allowances and the current composition of the Board and Board Committees.
Shareholders’ approval will be sought at the 54" AGM of the Company on the payment of Directors’ fees and benefits up to the said amount to the
Non-Executive Directors of the Company for the financial year ending 31 December 2018.
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PRINCIPLE B
EFFECTIVE AUDIT AND RISK MANAGEMENT
Audit & Risk Management Committee

The ARMC comprises five members, all of whom are Non-Executive
Directors; three including the Chairman are Independent Non-Executive
Directors. The Chairman of the ARMC is not the Chairman of the Board.
The members of the ARMC are financially literate and have sufficient
understanding of the Group’s business. Details of the composition of the
ARMC are set out in the ARMC Report in this Annual Report.

The ARMC assists the Board in discharging its statutory duties and
responsibilities by ensuring:

= accurate and timely financial reporting and compliance with
applicable financial reporting standards;

= adequate internal control in the systems and processes which
enable the Group to operate effectively and efficiently;

= that an effective risk management framework is in place to manage
risks impacting the Group;

= thatinternal audit functions effectively and audits are performed by
external auditors objectively and independently; and

= the Group complies with applicable laws, rules and regulations and
has in place an appropriate code of business conduct.

Annually, the Board assesses the composition and performance of
the ARMC and its members through an annual Board Committee
effectiveness assessment. The Board is satisfied that the ARMC and
its members discharged their functions, duties and responsibilities in
accordance with the ARMC’s Terms of Reference. The Board had also
reviewed and updated the ARMC'’s Terms of Reference in February 2018
to reflect the requirements of the applicable practices of the CG Code.

Currently, the ARMC does not have a policy that requires a former key
audit partner to observe a cooling-off period of at least 2 years before
being appointed as a member of the ARMC. The Board noted such
practice and will adhere to such practice when considering membership
on the ARMC in the future.

Suitability and Independence of External Auditors

The Board through the ARMC has established a transparent and
professional relationship with the Group’s external auditors. The ARMC
has explicit authority to communicate directly with the external auditors.

The ARMC meets with the external auditors at least twice a year to discuss
their audit plan and audit findings in relation to the Group’s financial
statements. Prior to some ARMC Meetings, private sessions between the
ARMC and the external auditors were held without the presence of the
Managing Director and Management staff to discuss the audit findings
and any other observations they may have during the audit process.

The ARMC reviews the audit and non-audit services provided by the
external auditors. In reviewing such services, the ARMC ensures that
the independence and objectivity of the external auditors are not
compromised. The external auditors are engaged mainly to perform
statutory audit on the Group’s financial statements. For the financial
year ended 31 December 2017, the external auditors also undertook the
following non-audit related reviews:

= Review of the supplementary financial information on the
breakdown of realised and unrealised retained earnings

= Review of the Statement on Risk Management and Internal Control

= Review of reporting deliverables to Deloitte Netherlands

The ARMC also considers the re-appointment, remuneration and terms
of engagement of the external auditors, guided by the following criteria:

Calibre = Adequacy of resources and relevant specialists/
experts employed to conduct the audit.

Quality processes = Audit approach, judgements, issues and key
risks factored into the audit plan.
= Audit conducted in line with the audit scope,
plan and the required timing.

Audit Team = Requisite skills and expertise,
industry knowledge.
= Level of involvement in the audit process.
= Ability to provide a clear and understandable
explanation on auditing and accounting issues.

including

Independence & = Highlight concerns over non-audit services
Objectivity which might be perceived to affect the
independence of the auditors and measures
put in place to safeguard against impairment
to their independence.

Maintain professional and open dialogues
with the ARMC and share findings in a frank
manner.

Audit
Communications

Highlight significant issues and discuss critical
accounting treatment and quality of financial
reporting, including the reasonableness of
accounting estimates and judgements.
Update ARMC on new applicable accounting
practices and auditing standards and new
developments regarding risk management,
corporate governance and control matters.
Seek feedback on the quality and effectiveness
of the services they are providing.

Audit fees = Fair and reasonable and on par with other
similar sized fast moving consumer goods
companies.

The external auditors, Messrs Deloitte PLT, have confirmed that they
have complied with the independence requirements set out in the By-
Laws (on Professional Ethics, Conduct and Practice) of the Malaysian
Institute of Accountants and the International Ethics Standards Board
for Accountants’ Code of Ethics for Professional Accountants.



Risk Management and Internal Control Framework

The Group has adopted the HEINEKEN Risk Management and Internal
Control Systems which enables Management to identify, assess, prioritise
and manage risks on a continuous and systematic basis.

The Board is assisted by the ARMC who provides an objective review of the
adequacy, integrity and effectiveness of the Group’s risk management and
internal control systems to ensure that the same are soundly conceived, in
place, effectively administered and regularly monitored.

As an integral part of the risk management and internal control
framework, an assessment is performed on key controls surrounding
the Group financial reporting process on an annual basis, focusing on
transparency, accountability and safeguarding of the Group assets.
Outcome of the assessment is reported to the ARMC during their
quarterly meetings.

The Group’s internal audit function, which is carried out in-house, assists the
ARMC and the Management in the effective discharge of their responsibilities
in respect of risk management, internal control and governance. It provides
independent and objective reviews on the Group's internal control system to
ensure that controls which are instituted are appropriate and can effectively
address acceptable risk exposures. The internal audit function also ensures
that recommendations to improve controls are followed through by
Management.

The internal audit function, which is led by the Head of Internal Audit,
has a clear line of reporting to the ARMC and its performance is reviewed
by the ARMC on an annual basis. The ARMC also reviews the internal
audit plan including the adequacy of the scope, approach, methodology,
resources and authority of the internal audit function in carrying out
its audit activities. As such, it is independent of the operational and
management activities they audit.

Based on the assessment carried out by the ARMC on the effectiveness
of the internal audit function for the financial year ended 31 December
2017,theinternal audit function was regarded as an “Assurance Provider”
that delivers objective assurance on effectiveness of the Group’s internal
control system. Nevertheless, plans are in place to further develop and
move the function to the next level to become a “Problem Solver” that
brings analysis and perspective on root causes of issues identified in
audit findings, to help business units to take corrective actions.

The Board is of the view that the overall risk management and internal
control systems in place for the financial year ended 31 December 2017
are operating adequately and effectively for the purpose of safeguarding
the Group's assets, as well as shareholders’ investments and the interests of
employees and other stakeholders. The key features of the risk management
and internal control systems are set out in the Statement on Risk
Management and Internal Control in this Annual Report.
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Financial Reporting

In presenting the quarterly financial reports and the annual financial
statements to shareholders and investors, the Board is committed to
provide a clear, balanced and meaningful assessment of the Group’s
financial position and prospects.

The Board, assisted by the ARMC, oversees the financial reporting of
the Group. The ARMC reviews the Group’s quarterly financial reports
and annual financial statements, the appropriateness of the Group’s
accounting policies and the changes to these policies to ensure that
these financial statements comply with accounting standards and
regulatory requirements.

The Chairman’s Statement and the Management Discussion and
Analysis in this Annual Report provide additional analysis and insights on
the state of the Group’s business. The Statement by Directors pursuant
to the Companies Act, 2016 is set out in the Financial Statements section
of this Annual Report.

The Directors are responsible for ensuring that the financial statements
of the Group are prepared in accordance with the requirements of
the Malaysian Financial Reporting Standards, International Financial
Reporting Standards, the provisions of the Companies Act, 2016 and the
MMLR, and give a true and fair view of the financial position of the Group
at the end of the financial year.

The Directors are satisfied that in preparing the financial statements
for the financial year ended 31 December 2017, the Group has adopted
and applied consistently appropriate accounting policies, supported by
reasonable and prudent judgements and estimates; and implemented
relevant internal controls to ensure the financial statements are free from
material misstatement. The Directors also consider that all applicable
approved accounting standards in Malaysia have been adopted and the
financial statements have been prepared on a going concern basis.
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PRINCIPLE C

INTEGRITY IN CORPORATE REPORTING AND MEANINGFUL
RELATIONSHIP WITH STAKEHOLDERS

The Company recognises the importance of being accountable to its
shareholders and stakeholders and it remains committed to maintain an
active and proactive communication approach with its shareholders and
stakeholders to facilitate mutual understanding of each other’s objectives
and expectations. The Company firmly believes that timely, accurate and
effective communication with its shareholders and stakeholders is key
to enable them to make informed decisions with respect to the Group’s
business, its policies on governance, the environment and corporate
responsibility.

Communication with Stakeholders

The Company employs various communication platforms to reach out to
shareholders and stakeholders. This includes among others, publications
of Company’s announcements and presentations on the Group’s financial
performance and corporate developments, publication of annual report,
issuance of press releases for significant events, holding of investors
and media briefings post-results announcements, engaging with media,
business partners and surrounding communities at various events and
community outreach programmes. In 2017, numerous engagement
activities were carried out for the Company to engage its stakeholders.
The details of the engagement activities are available in the Brewing a
Better World section in this Annual Report.

The Company’s mobile-friendly website www.heinekenmalaysia.com
is a key communication channel with its stakeholders. It provides
information on the Group business activities, financial results and
corporate responsibility initiatives. The website further outlines the
Group’s business principles, governance framework and the code of
business conduct. It also allows investors and stakeholders to inquire
about investor relations matters, provide feedback and post queries or
concerns regarding the Group via the following channel:

Contact details, as disclosed on the Company’s website:
Email : MY1-General.Enquiry@heineken.com
Telephone : +603 78614688

The Company will review each enquiry / message received and respond
accordingly to its stakeholders in a timely manner.

Investors Relations

The Company has a dedicated investor relations function which reports
directly to the Finance Director. The investor relations personnel organises
post-announcement of results briefings and discussions with investment
analysts, fund managers, institutional investors and the media. The
briefings, which are conducted by the Managing Director and the
Finance Director, are intended not only to promote the dissemination of
the financial results of the Group but to provide comprehensive insights
and to address concerns raised about the Group’s business strategies,
market prospects, major development of the Group’s business initiatives
and matters affecting the Group and industry.

In addition, the investor relations personnel together with the Finance
Director meet with equity research analysts, fund managers, institutional
shareholders and investors on a one-on-one basis outside the Company’s
closed period.

During the financial year ended 31 December 2017, the Company
conducted 12 face-to-face meetings and three conference calls with
institutional investors, including brewery tours, and held two investor
briefing sessions and one media briefing session. Throughout the
financial year under review, the Company received relatively extensive
coverage from approximately 20 equity research analysts.

The Board is updated on a monthly basis on investor relations activities,
recommendations by analysts, comments from the investment
community as well as commentary on stock price information and

performance.

While the Company endeavours to provide as much information as
possible to its shareholders and stakeholders, the Board is mindful of
ensuring all shareholders are treated fairly and equitably. To ensure a
level playing field and provide confidence to shareholders, unpublished
price sensitive information about the Company will not be disclosed on
an individual or selective basis to any person unless such information has
previously been fully disclosed and disseminated to the public.



As part of the HEINEKEN Group, the Company is guided by the HEINEKEN
Communication Rules and the Financial Disclosure Guidelines which
stipulates the authorised spokespersons through which / whom certain
information shall be disclosed to internal and external stakeholders and
specific guidance on the disclosure of material information, maintenance
of confidentiality of information and dissemination of information. The
Company also adheres to the corporate disclosure policy which regulates
the following aspects as stipulated in the MMLR:

»  Immediate disclosure of material information

= Thorough public dissemination

. Clarification, confirmation or denial of rumours or reports
= Response to unusual market activity

= Unwarranted promotional disclosure activity

= Insider trading

Integrated Reporting

Driven by a commitment to transparency, the Company has since 2016
adopted the International Integrated Reporting Framework (IIRF) in its
annual report with the objective of demonstrating how the Company’s
strategy, actions, performance, governance and prospects lead to
stakeholder value creation. For 2017, the Company continued to adopt
the same integrating reporting approach based on IIRF in this annual
report.

Conduct of General Meetings

Company’s AGM is a principal platform for Directors and Senior
Management to engage shareholders to facilitate greater understanding
of the Company’s business, governance and performance. AGM is
generally held in a central location which is easily accessible by public
transportation. Shareholders are informed of AGM through notices
published via the Company’s website, Bursa Securities and in a local daily
newspaper, as well as reports and circulars sent to all shareholders. For
the upcoming 54" AGM, notice for the AGM is sent to shareholders at
least 28 days ahead of the meeting together with the Annual Report
that contains the audited financial statements and information on the
rationale of all proposed resolution under the special business agenda
to assist shareholders in deciding how they should vote on each agenda
item.

At each AGM, a comprehensive review of the progress and performance of
the Group’s business together with an overview of the Group’s activities,
key challenges and market outlook will be presented to shareholders.
Shareholders are given the opportunity and time to raise questions, seek
clarification on the Group performance as well as to share views and
suggestions for improvement at each meeting.
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The Chairman, Managing Director, Chairman of respective Board
Committees, Finance Director and other Board members are available
to respond to shareholders’ queries during the meeting. External auditors
are also invited to attend the AGM to answer any questions relating to
the conduct of the audit and contents of the Auditors’ Report, if any.
Members of the Management Team are also present to handle other
face-to-face enquiries from shareholders. Where appropriate, a written
response will be provided to any significant question that cannot be
readily answered at the meeting.

In addition to the above, the Company also addresses questions
submitted in advance by the Minority Shareholder Watchdog Group.

Effective 1 July 2016, the MMLR requires that any resolution set out in the
notice of any general meeting, or in any notice of resolution which may
properly be moved and is intended to be moved at any general meeting,
shall be voted by poll. Also, at least one scrutineer must be appointed
to validate the votes cast at the general meeting. Such scrutineer must
not be an officer of the Company or its related corporation and must be
independent of the person undertaking the polling process.

In line with the above requirements, the Company had conducted
electronic poll voting for shareholders / proxies present at the 52" and
539 AGMs for all resolutions proposed at the said meetings held on
13 April 2017. A scrutineer was appointed to count and validate the votes
cast at the said meetings. Votes cast for and against and the respective
percentages, on each resolution were displayed “live” to shareholders /
proxies immediately after each poll conducted. The voting results of the
said AGMs were announced via Bursa Securities on the same day after
the meetings.

To enhance the quality of engagement and facilitate further participation
of shareholders at AGMs, the Company continues to explore the
leveraging of technology.
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Training attended during the financial year ended 31 December 2017

Dato’ Sri Idris Jala = Harvard Ministerial Leadership Forum for Finance Ministers

= Harvard Ministerial Leadership Forum for Education and Health Minister

= Dubai Government Excellence Program

= Caribbean Leadership and Transformation Forum

= Nigeria Economic Recovery and Growth Development Plan Cabinet Workshop
= Ethiopia Youth Employment Workshop

= Forum on Women in Energy

= Transformational Implementation to achieve Breakthrough SDG Performance

Hans Essaadi = HEINEKEN Asia Pacific General Managers Conference
= HEINEKEN Forum -“Ambition 2020” : Business Ambition 2018 - 2020
= HEINEKEN Asia Pacific General Managers Gathering

Martin Giles Manen = Bursa Malaysia’s Sustainability Forum 2017 : “The Velocity of Global Change & Sustainability -
The New Business Model”

= Asian Outlook and RMB Forum : Asian economic outlook, global foreign exchange, the economy
of China and the RMB by HSBC research experts. The forum will also feature a panel discussion
which brings together key policy influencers and analysts to discuss the One Belt One Road
initiative and its commercial impact on the region.

= Global Business Insights Series : Embracing Paradoxes

= Breakfast Talk with ACGA: CG Watch 2016 — Ecosystems Matter

= Presentation on CG Watch Report 2016

= Briefing on Companies Act 2016

= Market Integrity Symposium: Building and Maintaining Confidence

= Compliance Conference 2017 : Fostering Culture of Integrity in Financial Institutions, Corruption
and the Private Sector, Sharing Session by Financial Intelligence and Enforcement Department
(FIED) of BNM and Panel Session on Financial Institutions Integrity

= Embedding Ethical Values into Corporate Culture

= Directors’ Training : 4* Industrial Revolution: Impact and Opportunities for Manufacturing and
Financial Services

= Technology update

= KPMG Exec briefing for Hong Leong Group: Malaysian Code on Corporate Governance Update
and Cyber Security Awareness Session

= Briefing on Cambodian Economy

= Fraud Risk Management Workshop

= Case Study Workshop for Independent Directors “Rethinking Independent Directors: A New
Frontier”

= CG Breakfast Series : Integrating an Innovation Mindset with Effective Governance

» 2" SC-FIDE Forum Dialogue : Leveraging Technology for Growth

= Anti-Money Laundering, Anti-Terrorism Financing and Proceeds of Unlawful Activities Act 2001,
Financial Services Act 2013, Capital Markets and Services Act 2007 & Personal Data Protection
Act 2010: Risks, Challenges & Vulnerabilities towards Regulatory Compliance

= Automotive Semiconductors and Electronics Update

= Technology update

= Malaysian Code on Corporate Governance 2017
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Training attended during the financial year ended 31 December 2017

Datin Ngiam Pick Ngoh, Linda = Sustainability Engagement Series for Directors/CEOs of Listed Issuers

= Briefing on Companies Act 2016

= SME CEOs’ Conference 2017

= WILD DIGITAL Conference SEA 2017

. CG Breakfast Series “Leading in a Volatile, Uncertain, Complex, Ambiguous World”

= 2018 BUDGET : Implications to the Malaysian Economy & Capital Markets

= Breakfast Series with Directors “Integrating an Innovative Mindset with Effective Governance”

Choo Tay Sian, Kenneth = The Journey to Scale Insurgency: An Overview of the “How” — The Micro-Battles System

= HEINEKEN Forum -“Ambition 2020” : Business Ambition 2018 - 2020

= HEINEKEN Asia Pacific General Managers / Managing Directors Conference : A Reflection on
Progress as a Regional Team

= HeiCode & Speak Up refresher course

= Young Talent Roundtable : Coaching and sharing with Heineken young talents of Asia Pacific
region

Yong Weng Hong = HEINEKEN Asia Pacific Annual General Managers Conference
= HEINEKEN Regional Finance Conference

= HEINEKEN Global Finance Conference

= HEINEKEN Asia Pacific Finance Managers Workshop

= HEINEKEN Asia Pacific General Managers Gathering

Lim Rern Ming, Geraldine = HEINEKEN General Managers Forum

= Informal AP Compliance Network Meeting

= Experience the HEINEKEN Leadership Expectations

= HEINEKEN General Managers Gathering

= HeiCode & Speak Up refresher course

= HeiDay Global Legal Affairs

= Group Legal Affairs Asia Pacific Legal Roundtable

= Singapore International Arbitration Centre Conference 2017 for the Young Group
= American Conference Institute 6% Asia Pacific Summit on Anti-Corruption
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AUDIT & RISK
MANAGEMENT

COMPOSITION
Martin Giles Manen (Chairman) The Audit & Risk Management Committee (ARMC) comprises five members, all of whom are Non-
Senior Independent Non-Executive Director Executive Directors; three including the Chairman, are Independent Non-Executive Directors. The
(A Chartered Accountant and a member of ARMC Chairman, Mr Martin Giles Manen is a member of the Malaysian Institute of Accountants
the Malaysian Institute of Accountants and and the Malaysian Institute of Certified Public Accountants. Accordingly, the Company complies
the Malaysian Institute of Certified Public with Paragraph 15.09 of the Main Market Listing Requirements of Bursa Malaysia Securities
Accountants) Berhad (MMLR).
Dato’ Sri Idris Jala The Board of Directors (the Board) assesses the composition and performance of the ARMC and its
Independent Non-Executive Director members through an annual Board Committee effectiveness assessment. Based on the assessment
conducted for the financial year ended 31 December 2017, the Board was of the view that the
Datin Ngiam Pick Ngoh, Linda present composition in the ARMC was appropriate. The representation of the major shareholder in
Independent Non-Executive Director the ARMC was essential in that it provides an avenue for the major shareholder’s representatives to
share insights on HEINEKEN Global best practices and learning with the Company. The Board was
Choo Tay Sian, Kenneth also satisfied that the ARMC and its members discharged their functions, duties and responsibilities
Non-Independent Non-Executive Director in accordance with the ARMC'’s Terms of Reference.

(A Chartered Accountant)
During the year, the committee was renamed as “Audit & Risk Management Committee” to reflect

Yong Weng Hong its oversight of the risk management governance. The Board had also reviewed and updated the
Non-Independent Non-Executive Director ARMC's Terms of Reference to reflect the requirements of the applicable practices and guidance of
(Has more than three years working the Malaysian Code on Corporate Governance (CG Code).

experience in the finance field)



MEETINGS

During the financial year ended 31 December 2017, the ARMC had four
meetings and the attendance of each member at the meetings was as

follows:

Name Attendance
Martin Giles Manen

Chairman, Senior Independent Non-Executive Director 414
Dato’ Sri Idris Jala

Member, Independent Non-Executive Director 414
Datin Ngiam Pick Ngoh, Linda

Member, Independent Non-Executive Director 4/4
Choo Tay Sian, Kenneth

Member, Non-Independent Non-Executive Director 414
Yong Weng Hong

Member, Non-Independent Non-Executive Director 414

The Managing Director, Finance Director and the Head of Internal Audit
of the Company normally attend the meetings. Certain members of
Management Team were also invited to attend these meetings to assist
in clarifying matters raised at the meeting.

The ARMC met with the Group’s external auditors to discuss the external
audit plan prior to the commencement of the audit and audit findings
and any other observations they may have during the audit process.
The ARMC also met the external auditors without the presence of the
Managing Director and Management staff on 14 February 2017 and
21 November 2017. The ARMC enquired about Management's co-
operation with the external auditors, their sharing of information and the
proficiency and adequacy of resources in financial reporting functions.

Separately, the ARMC Chairman had two meetings with the external
auditors without the presence of the Management Team. The ARMC
Chairman also held separate meetings with the Managing Director,
Finance Director and the Head of Internal Audit prior to every scheduled
ARMC meeting.

The ARMC Chairman reports to the Board on matters deliberated at
every ARMC meeting and recommendations made by the ARMC.
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ACTIVITIES OF THE ARMC

The ARMC carried out its duties in accordance to its Terms of Reference.
The main activities carried out by the ARMC during the financial year
ended 31 December 2017 were as follows:

Financial Reporting
= Reviewed the quarterly financial results of the Group and the relevant

announcements to Bursa Securities and recommended them for the
Board’s approval.

» Reviewed the Audited Financial Statements of the Group and
recommended them for the Board’s approval.

In reviewing the financial results and statements, the ARMC focused
particularly on changes in or implementation of major accounting policy
or accounting standards and significant matters highlighted including
financial reporting issues, and judgement made by Management on
items that may affect the financial results and statements, significant
unusual events or exceptional transactions. The review was to ensure
that the financial reporting and disclosures are in compliance with the
MMCR, provisions of the Companies Act, 2016, applicable International
Financial Reporting Standards, approved accounting standards issued by
the Malaysian Accounting Standards Board and any other relevant legal
and regulatory requirements.

Risk Management and Internal Control

= Reviewed the implementation of the HEINEKEN Business Framework
which encompassed the Risk Management and Internal Control
Systems including the methodology for identifying, evaluating and
managing the identified key risks.

= Reviewed the key strategic risks, changes to the risk profiles of the
Group and the measures implemented to manage risks.

= Reviewed the adequacy and effectiveness of the Group’s internal
control system including the controls over financial reporting based
on the assessments carried out under the HEINEKEN Risk and Control
Matrix compliance programme.

= Reviewed the implementation of the HEINEKEN Code of Business
Conduct (HeiCode) and HEINEKEN Rules (HeiRules), including
the adoption of standards and procedures as well as the state of
compliance with the HeiCode and HeiRules.

= Reviewed the reports received via the HEINEKEN Speak-Up channel.
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Related Party Transactions

Reviewed the related party transactions and possible conflict of
interest situations that may arise within the Group. The review was to
ensure that transactions with related parties were carried out within
the ambit of the shareholders’ mandate approved by shareholders on
13 April 2017.

Reviewed the proposed shareholders’ mandate for recurrent related
party transactions to be entered into by the Group for the ensuing
year.

The ARMC also reviewed the processes that the Company has in place for

identifying, evaluating, approving, reporting and monitoring of recurrent

related party transactions. The ARMC was satisfied that the processes

are adequate to ensure that transactions will be made at arm’s length

basis and not prejudicial to the interest of the Group or its minority

shareholders and will be tracked and reported in a timely manner.

External Audit

Reviewed with the external auditors their audit scope and audit plan
and their proposed fees for the statutory audit.

Reviewed the external audit reports and areas of concern highlighted
in the Management Letter including Management’s responses to
findings raised by the external auditors.

Discussed with the external auditors the significant accounting and
auditing issues, impact of new or proposed changes in accounting
standards and regulatory requirements applicable to the Group,
and the plans, processes and controls in place to ensure effective
and efficient financial reporting and disclosures under the financial
reporting standards.

Assessed the independence and objectivity of the external auditors
in carrying out statutory audit for the Group and prior to the
engagement of the external auditors for ad-hoc non-audit services.
The ARMC received confirmation from the external auditors that
they adhered to 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) regarding
communication of breaches of auditor independence in which they
have not identified any breach of independence and they were in
compliance with the independence requirements set out in the By-
Laws and the IESBA Code. Based on this, the ARMC was satisfied that
they were not likely to create any conflict of interest nor impair the
independence and objectivity of the external auditors.

Internal Audit

= Reviewed the Internal Audit Plan including the adequacy of the
audit scope, approach, methodology, resources and authority of the
Internal Audit function in carrying out its audit activities.

= Reviewed the Internal Audit reports which encompassed the audit
issues, audit recommendations, Management’s responses to these
recommendations and findings from audits for selected operating
processes which were carried out in collaboration with the HEINEKEN
Global Audit Team. Improvement actions in the area of internal
controls, systems and efficiency enhancements suggested by the
internal auditors were discussed with Management.

= Reviewed the implementation of Internal Audit Department’s (IAD)
recommendations through follow-up audit reports to ensure all key
risks and control issues were addressed.

= Suggested additional improvement opportunities in the areas of
internal control, systems and efficiency improvement.

= Reviewed the effectiveness of the audit process, resource requirements
for the year and assessed the performance of the IAD as well as the
competency and performance of the Head of Internal Audit.

= Reviewed outcome of ad-hoc investigations / special reviews
conducted by the IAD on internal misconduct and suspicion of fraud
or operational failures within the Group.

Other Activities

= Reviewed dividend payments proposed by Management and the
results of the solvency test performed on the Group pursuant to
Section 132(3) of the Companies Act 2016.

= Reviewed the corporate governance practices adopted by the Group
based on the CG Code issued by the Securities Commission in April 2017.

= Reviewed the Statement on Corporate Governance, ARMC Report
and the Statement on Risk Management and Internal Control and
recommended to the Board to approve the same for inclusion in the
Annual Report.



INTERNAL AUDIT FUNCTION

The ARMC is supported by the internal audit function in discharging
its duties and responsibilities. The internal audit function is an integral
part of the assurance framework and its principal role is to undertake
independent and systematic reviews on the Group’s internal control
system so as to provide reasonable assurance on the adequacy, integrity
and effectiveness of the Group’s overall system of internal controls, risk
management and governance. The ARMC reviews the adequacy of
the scope, functions, competency and resources of the internal audit
function to ensure that it is adequately resourced with competent and
proficient internal auditors.

The internal audit function is carried out in-house by the IAD led by
the Head of Internal Audit who reports functionally to the ARMC and
administratively to the Managing Director. The Head of Internal Audit,
Mr Ding Chew Ping, Eugene, is a holder of a Bachelor’s Degree of Business
(Accounting) from the University of Technology Sydney, Australia. He is
a Chartered Accountant of the Malaysian Institute of Accountants. He is
also a Chartered Member of The Institute of Internal Auditors Malaysia.
The Head of Internal Audit is currently supported by an Internal Audit
Manager, an Internal Auditor and an Internal Audit Executive.

The IAD has direct access to the ARMC Chairman on all internal control
and audit issues. The internal auditors may also communicate with the
external auditors to assist in clarifying matters raised by the external
auditors when necessary.

The internal audit function is governed by an Internal Audit Charter that
was approved by the ARMC. The charter sets out the purpose, scope,
responsibility and authority of the internal audit function.

The IAD adopts a risk-based audit approach towards the planning
and conduct of audit consistent with the established audit framework
of the HEINEKEN Global Audit Team in designing, implementing and
monitoring of control system. The IAD also works collaboratively with the
Process & Controls Improvement Team to review the risk management
processes of the Group as a whole. The monitoring process and the
controls and risk management assessment approach are in line with the
HEINEKEN Business Framework adopted by the Group.
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The IAD carried out its activities based on the annual audit plan
approved by the ARMC. During the financial year ended 31 December
2017, the IAD completed 12 audit assignments in accordance with the
audit plan. The audit covered various operational areas within the Group
which included:

(i) Regional sales and distribution operations
(ii) Market to order control processes

(iii Brand marketing activities

(iv) Source to contract / procurement processes
(v) Warehouse management

During the financial year ended 31 December 2017, the IAD carried out
four unplanned reviews at the request of Management, three of which
were investigative audits on suspicion of fraud or operational failures
reported within the Group. In addition, IAD assisted in the test of the
Internal Controls over Financial Reporting and reviewed the action plans
implemented for the financial year 2017.

The IAD also collaborated with the HEINEKEN Global Audit Team to
conduct a review on processes and systems in selected functions to
assess the effectiveness of the Group’s Risk Management and Internal
Control Systems.

The IAD also reviewed the status of implementation of corrective actions
and preventive measures recommended by IAD. Findings of the IAD
were highlighted to Management who is responsible for ensuring that
corrective actions on reported weaknesses are taken within the required
timeframe. The finding reports were also deliberated at Risk and Control
Workgroup meetings and presented to the ARMC for review at their
respective quarterly meetings.

The total expenses incurred by IAD in discharging its functions and
responsibilities in 2017 amounted to RM659,000. The expenses incurred
comprised mainly salaries, traveling and training expenses.
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SIATEMENT ON

The Board of Directors (The Board) is pleased to present this Statement on Risk
Management and Internal Control, which highlights the nature and key elements
of the risk management and internal control systems of Heineken Malaysia Berhad
and its subsidiaries (the Group) for the financial year ended 31 December 2017. This
statement is prepared in accordance with the Statement on Risk Management &
Internal Control — Guidelines for Directors of Listed Issuers, in line with Paragraph
15.26(b) of Bursa Malaysia Securities Berhad Main Market Listing Requirements
(MMLR) and Principle B of the Malaysian Code on Corporate Governance (MCCQG).

BOARD’S RESPONSIBILITY

The Board is responsible and accountable for the Group’s system of risk management and
internal control and for reviewing the effectiveness, adequacy and integrity of the systems.
In this regard, the Board is assisted by the Audit & Risk Management Committee (ARMC) who
is responsible to ensure that appropriate methods and procedures are adopted in the risk
management and internal control activities and to obtain the level of assurance required by
the Board.



BUSINESS FRAMEWORK

As part of the HEINEKEN Group, the Group has adopted the HEINEKEN Business Framework (the
Framework) established by HEINEKEN NV. The Framework embedded among others, the Risk
Management and Internal Control Systems which are established based on the Committee on
Sponsoring Organisations (COSO) reference models. It also provides an overview of how HEINEKEN’s
vision, purpose and values “We are HEINEKEN” underpin the Company’s strategic objectives and
ambition to deliver long term value creation, enabled by HEINEKEN'’s Governance Cycle (planning
and performance cycle), its organisational structure “We are HEINEKEN’, the HEINEKEN Code of
Business Conduct (HeiCode) and the HEINEKEN Rules (HeiRules).

The HeiCode promotes doing business with fairness and integrity and explain to all HEINEKEN
employees on what is expected from them in this regard. Adherence to the HeiCode is supported
by regular communication and training as well as the HEINEKEN Speak Up framework. Speak Up
allows and encourages employees and third parties to report (suspected) misconduct confidentially
and without fear of retaliation.

The risk management framework, the HeiRules and the process and control standards enable

achievement of the Group’s business objectives whilst protecting the Company’s employees, assets
and reputation.

HEINEKEN BUSINESS FRAMEWORK

We are
HEINEKEN

/4
Behaviours | Strategy Governance
| < | How we govern
How we act | Our priorities )
internally

Code of HEINEKEN Risk
Business ‘ / Rules Management
Conduct | BN [ How we work How we

Laws andﬁgulations elEgE e

Standards and
Procedures

How we behave i
Monitoring and
Assurance

Policies

Processes

Execution and change management
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The risk management and internal control
activities are organised along three “line of

defence”

FIRST Management has the

LINE OF ownership, responsibility and

DEFENCE  accountability for assessing,
controlling and  mitigating
risks.

SECOND Management is supported

LINE OF by the Process & Control

DEFENCE  Improvement (P&CI) Team who
has been tasked to oversee
compliance with the Group
policies, process and controls,
facilitate the implementation
of effective risk management
practices and drive continuous
improvements of internal
controls.

THIRD Internal Audit function is

LINE OF tasked to review key control

DEFENCE processes and systems based
on the Group’s strategic
priorities and key risk areas
and provide assurance on the
effectiveness of governance,
risk management processes
and controls.

FOURTH External parties i.e. external

LINE OF auditors who is independent of

DEFENCE the organisation, to evaluate

and provide an independent
and objective assurance on the
organisation’s governance and
risk management processes
including reliability of
information, compliance with
regulations and procedures;
and efficient and effective use

of resources.
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STATEMENT ON RISK MANAGEMENT AND INTERNAL CONTROL

RISK MANAGEMENT SYSTEM

The Group recognises that effective management of risks forms an integral part of how it operates as a business. The Group has adopted the HEINEKEN
Risk Management Framework which enables Management to identify, assess, prioritise and manage risks on a continuous and systematic basis. Such
system is designed with the objective to foster conscious risk taking and balanced Management decisions, in order to minimise negative surprises and

increase business performance.

The risk management processes comprise of three key activities and four broad processes.

Identify and
monitor
risks with a
significant
potential
impact on the
achievement
of the key
objectives of
the business

The risk profile of the Group is established during risk assessment sessions with the Management Team, facilitated by the P&CI Team at the quarterly
Risk and Control Workgroup (RCW) meeting. At each assessment session, members of the Management Team are engaged to identify and update the
existing risk profiles of their specific areas. The risks identified are assessed and categorised based on their level of impact and likelihood as set in the

KEY ACTIVITIES

000

Define
management
actions to
reduce the
likelihood
of risks
materialising
and/or their
potential
impact

Ensure
effective
execution
of these
management
actions

following Risk Management Matrix adopted by the Group:

PROCE

SSES

IDENTIFY
Understand business
objective and identify risks

ASSESS
Assess risks based on impact
and likelihood of occurence

RESPOND
Determine how to manage risks
and respond to best mitigate them

MONITOR
Periodic monitoring, review and
reporting of risk updates

Impact ‘ Risk Management Matrix

Extremely significant Medium Medium High High

Major Medium Medium Medium High High

Moderate Low Medium Medium Medium High

Minor Low Low Medium Medium Medium

Insignificant Low Low Low Low Medium
Nearly impossible Unlikely Possible Likely Almost certain

Likelihood
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The identified risks are then deliberated by the Management Team members collectively during the quarterly RCW meeting. In determining the most

appropriate risk response actions to be taken to address the risk, the following risk mitigation strategy will be considered and action plans will be drawn

up once the appropriate response action is determined.

Take
Accept the risk, the probability
and possible impact on the
business are accepted

Transfer
Decide to pass the risk or
costs of the impact outside the
organisation through third party
contracts or take out insurance
to cover the costs of the impact

The RCW, which is made up of members of
the Management Team and is chaired by
the Managing Director, oversees the areas of
risk management and internal control of the
Group. It meets on a quarterly basis to review
the risk management activities and internal
control issues raised. Matters deliberated in
the RCW meetings are reported to the ARMC.
The RCW is supported by the P&CI Team
who is tasked to oversee compliance with

Process
& Control
Management

the Group’s Risk Management and Internal
Continuous
Process
Improvement

Control Systems and drive continuous process
improvement. The P&CI Team is administered
as a function within the Finance Department
and it reports to the Finance Director. The P&CI Risk

Team operates based on the operating model Management

with its agenda driven by the HEINEKEN Global
P&CI Team:

Compliance
Management

Assurance

Response
Actions

Treat
Take action to reduce the risk by
lessening the impact. This can
involve improved procedures and
internal controls

Terminate
Decide to eliminate the risk by
terminating the activity or the
pursuance of the objective that
causes the risk

P&CI OPERATING MODEL

To monitor and test control effectiveness and drive
implementation of remediating actions

To ensure business processes and controls are
appropriately designed, constructed, implemented
and maintained

N

To embed a continuous process improvement culture,
drive process improvement and realise benefits

To lead the process of Risk Identification, Assessment
and Response and monitor existing and emerging risks

To improve fraud prevention and detection and
support fraud investigation when required

To ensure that processes and controls are designed,
implemented and operating in line with the relevant
policies, procedures and HEINEKEN Rules

To support Global and External Audit to efficiently plan
and execute audits and to drive closure of audit findings

N
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CONTROL ASSURANCE

As an integral part of the Framework, the Group has adopted the
HEINEKEN Risk and Controls Matrix (RACM) compliance programme
developed by the HEINEKEN Global P&CI Team. RACM is a standard
control assessment programme that requires each function to evaluate
its relevant processes and ensure that it has controls in place to manage
a broad range of risks arising from the day-to-day business activities
within the Group. RACM assessment emphasizes on Internal Controls
over Financial Reporting (ICFR) where assessment is performed on key
controls surrounding the Group financial reporting process based on
materiality level; and it focuses on transparency, accountability and
safeguarding of assets in its review mechanism.

The P&CI Team coordinates the RACM assessment, where all the ICFR
controls are assessed on a yearly basis. The assessment activities are
performed by competent assessors and the outcome of the assessment
is tested by qualified testing reviewers. The P&CI Team discusses control
deficiencies with owners of relevant control areas to ensure a remediation
action plan is undertaken. Completed actions are then retested to ensure
adequate remediation. Unremediated control deficiencies, if any, will be
assessed and reported to the RCW and the ARMC during their quarterly
meetings.

INTERNAL AUDIT

The internal audit function is carried out in-house by the Internal Audit
Department (IAD). IAD assists the ARMC and the Management in the
effective discharge of their responsibilities in respect of risk management,
internal control and governance by undertaking independent and
systematic reviews on the Group’s internal control system so as to provide
assurance on its adequacy, integrity and effectiveness.

The IAD has a clear line of reporting to the ARMC and its performance is
reviewed by the ARMC on an annual basis. Thus, the IAD is independent
of the operational and management activities they audit. IAD had
unrestricted access to information, records, physical properties, and
personnel, in order for it to complete the assignments.

Audits are carried out based on the audit plan approved by the ARMC.
The audit plan is developed based on the risk profiles of the respective
functions identified in accordance with the Group’s Risk Management
Framework in consultation with the Management Team. The audit
reports, including significant findings in respect of any non-compliance,
are presented to the RCW and the ARMC at their quarterly meetings.
Follow-up reviews on measures and actions to address control deficiencies
highlighted by IAD are conducted on a quarterly basis.

Details on activities carried out by the IAD during the financial year
ended 31 December 2017 are disclosed in the Audit & Risk Management
Committee Report in this Annual Report.

KEY ELEMENTS OF RISK MANAGEMENT AND INTERNAL
CONTROL SYSTEMS

The key elements of the Group’s risk management and internal controls
system are described below:

Authority and Responsibility

= As part of the Risk Management Framework, and in line with the CG
Code, the Board has an organisational structure with clearly defined
lines of accountability and responsibilities and delegated authority
to the Board Committees and the Management to ensure they
discharge their duties. Matters concerned risk management and
internal control are under the purview of the ARMC that is chaired by
the Senior Independent Director.

» There is a schedule of key matters reserved specifically for Board
deliberation and decision. The Group is practicing segregation of
duties to ensure that specific tasks or duties within related business
processes or associated with the systems supporting business
processes are deliberately apportioned between different employees,
to prevent unintentional or fraudulent transactions.

= Internal policies and procedures of core business processes with
limits of authority delegated to appropriate levels of employees
are documented and are stored in a document repository portal.
These documents are subject to review and improvement to reflect
changing risks or resolve operational deficiencies.

Monitoring, Reporting and Performance Measurement

= Management Team meetings are held on a monthly basis to review
business performance, identify, discuss and resolve operational,
financial and key management issues. On a quarterly basis, the
Managing Director reports to the Board on key business and
operational issues covering, but not limited to strategy, performance,
resources and regulatory compliance.

= The RCW meets on a quarterly basis to review the risk management
and internal control activities and discuss risk mitigation strategy and
follow-up on action plans implemented in response to matters raised
as a result of review, assessment and test performed by the P&CI
Team and the Internal and External Auditors.

» Compliance auditinline with the ISO 9001:2008 Quality Management
System and the Hazard Analysis Critical Control Point (HACCP)
requirements are conducted annually and half-yearly respectively to
monitor compliance with product safety requirements.

= Annual budgeting process where respective functions prepare
budgets before a new financial year commences. The annual budget
is reviewed by the Management Team and approved by the Board.
Monthly review of expenditure versus budget is carried out by the
Finance Department with the respective functions to ensure all
spends are managed in line with plan and key variances, if any, are
followed up and reported to the Management Team.

= Visits are made to regional offices to conduct regional reviews by the
Management Team.

= Regular stakeholder engagement with employees, shareholders
(existing and potential), analysts, media, trade partners and relevant
authorities are held to better gauge the needs of the stakeholders
and gather feedback on effectiveness and efficiency for continuous
improvement.



= On behalf of the Management Team, the Managing Director and the
Finance Director sign-off a Letter of Representation (LOR) to the Chief
Financial Officer of HEINEKEN NV, confirming that the Group risk
management and control systems provide reasonable assurance that
the financial and non-financial reporting does not contain any errors,
of material importance and that the risk management and internal
control systems operated effectively.

Integrity and Ethical Values

= As part of the Framework, the Group adopted the HeiCode which
governs the standards of ethics and responsible business conduct
expected from employees at all levels, individually and as a team.
The HeiCode has embedded 15 policies which covers all aspects
of the Group’s business operations, categorised under three broad
areas namely, Personal Integrity, Commercial Integrity and Company
Integrity. Among the areas covered are responsible consumption and
communication; commitment to health, safety and environment;
avoidance and disclosure of conflicts of interest; management of
confidential information; fair competition practices; fraud, bribery
and improper payments.

= The Group also adopted HEINEKEN's Speak Up Policy, which provides
the employee with a standard process to raise concerns about
suspected misconduct within the Group without repercussions in
a safe and confidential manner. Speak Up allows and encourages
employees to report suspected misconduct through the Management
Team members/HR representative/internal auditor/legal counsel/
trusted representatives appointed by HEINEKEN Global. The Speak
Up Service is managed by an independent third party and is available
24/7, 365 days a year. Reports can be submitted through the Speak
Up Service via online or phone call. All Speak Up reports are reviewed
by a Review Team comprises representatives from the HEINEKEN
Business Conduct Office, Global Audit and Global Human Resources.
The Speak Up Policy was communicated to all employees to create
awareness that there is an established channel for them to raise
concerns about suspected misconduct within the organisation.

= The Group employees are guided by the HEINEKEN'’s Vision, Purpose
and Values which are embedded within the Group’s policies and
procedures and work culture.

Employees Competency and Awareness

= Awareness sessions were conducted nationwide and an E-Learning
programme was rolled out to all employees to drive awareness and
to assess employees’ understanding of the HeiCode. It is compulsory
for all employees to attend the awareness session and complete this
E-Learning programme. The results from the E-Learning assessment
are closely monitored by the P&CI Team who reports to the RCW.

= Training and development programmes such as knowledge, health and
safety, technical training and leadership are organised for employees
to ensure that they are equipped with necessary knowledge and skills
and kept up to date with the necessary competencies to carry out
their responsibilities towards achieving the Group’s objectives.

= Briefings and roadshows are conducted to keep employees informed
of changes to legislation that are expected to affect the Group’s
operations or the way the Group conducts its business.

HEINEKEN MALAYSIA BERHAD
Annual Report 2017

115

= Induction programme for new joiners is organised with the aim of
raising their awareness and educating them on the Group’s approach
to risk management and internal control. Such sessions also provide
a forum to enhance the participants’ understanding on the Group’s
risk management and control procedures as well as their roles in
managing the risks.

Other Policies

= The Group’s assets are insured against any mishap that will result in
material losses. Measures are also put in place to ensure major assets
within the Group are physically safeguarded.

» The Group has adopted the HEINEKEN’s Crisis Manual and has in
place a Business Continuity Plan which lays out contingency plans
and procedures to follow in the event of a crisis. The Group has a Crisis
Management Team which comprises members of the Management
Team, to provide leadership and timely decision-making to ensure
continuity of business operations in the event of a significant
disruption or disaster. Among the crisis scenarios covered under the
plan are fire / explosion, product contamination and IT disaster.
In 2017, a simulation on various crisis scenarios was conducted to
assess the Group’s preparedness in dealing with such crisis and the
effectiveness of the crisis recovery plan so as to ensure that disruption
to its operations and business during crisis is minimised or properly
managed.

The Board is of the view that the overall risk management and internal
control systems in place for the financial year ended 31 December 2017
are operating adequately and effectively. This is in all material aspects
based on the same assurance provided by the Managing Director and
Finance Director who represent the Management Team of the Company
via the LOR submitted to Heineken NV.

During the financial year under review, there were no material
financial and non-financial losses reported as a result of weaknesses or
inadequacies in internal control. The Board will continue to review the
systems and ensure that measures will be taken to strengthen the risk
management and internal control environment within the Group.

As required by Paragraph 15.23 of the MMLR, the external auditors have
reviewed this Statement on Risk Management and Internal Control
for inclusion in the Annual Report 2017. Their review was performed in
accordance with the Recommended Practice Guide (RPG) 5 (Revised)
issued by the Malaysian Institute of Accountants. The external auditors
have reported that nothing has come to their attention that had
caused them to believe that this Statement is inconsistent with their
understanding of the process the Group has adopted in the review of
the adequacy and effectiveness of the Group’s risk management and
internal control systems.



