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Khazanah Nasional Berhad

Pillar 1: Legal
Legal framework,objectives,and coordination with macroeconomic policies
Principle 1

1. Thelega framework for the SWF should be sound and support its effective operation and the achievement
of its stated objective(s).

1.1. Thelegal framework for the SWF should ensure legal soundness of the SWF and its transactions.
1.2. The key features of the SWF slegal basis and structure, as well asthe legal relationship between the
SWEF and other state bodies, should be publicly disclosed.

Khazanah Nasional Berhad (“ Khazanah™) was incorporated under the Malaysian Companies Act 1965 (now
Companies Act 2016) on 3 September 1993 as a public limited company. Except for one share held by the
Federal Lands Commissioner (Incorporated), all of Khazanah’ s share capital is owned by the Minister of
Finance Incorporated, a body incorporated pursuant to the Ministry of Finance (Incorporation) Act 1957.

Khazanah is governed by the Malaysian Companies Act and other applicable laws, and various internal
governance and accountability frameworks that establishes a clear structure of responsibility, delegated
authority and accountability.

Khazanah's legal relationship with the Government of Malaysia s disclosed on our website.

https://www.khazanah.com.my/who-we-are/about-us/

Principle 2

2. The policy purpose of the SWF should be clearly defined and publicly disclosed.

Khazanah's mandate is investing to deliver sustainable value for Malaysians. We strive to find a balance
between growing financial returns and being a


https://www.khazanah.com.my/who-we-are/about-us/

responsible organisation for future generations of Malaysians to benefit from what we do today.

The mandate is to be achieved by pursuing commercial investments to preserve and grow the long-term value
of our assets, as well as undertaking investments that deliver economic or societal returns for the nation.

Our mandate and objectives are published through our Investment Policy Statement (“IPS’) which is
available on our website:

https.//www.khazanah.com.my/who-we-are/about-us/

https.//www.khazanah.com.my/how-we-invest/investment-approach/

Principle 3

3. Where the SWF' s activities have significant direct domestic macroeconomic implications, those activities
should be closely coordinated with the domestic fiscal and monetary authorities, so as to ensure consistency
with the overall macroeconomic policies.

Our Board of Directors (“Board”), chaired by the Prime Minister of Malaysia, includes representation from
the Ministry of Finance, alongside members with extensive experience in banking, legal, assurance and
advisory practices. This composition ensures alignment between our investment activities and national
economic policies, while benefiting from diverse industry expertise.

Principle 4

4. There should be clear and publicly disclosed policies, rules, procedures, or arrangementsin relation to the
SWF s general approach to funding, withdrawal, and spending operations.

4.1. The source of SWF funding should be publicly disclosed.

4.2. The general approach to withdrawal s from the SWF and spending on behalf of the government should be
publicly disclosed.

Our principal funding isin the form of shareholder equity, as disclosed in our audited financial statements.
We do not receive regular inflows of equity capital from our shareholders. In addition, we utilise a certain
amount of debt financing as well as proceeds from divestments to fund our investment activities.

Details on our shareholders funds and borrowings are available in our annual report and rating agency
reports.


https://www.khazanah.com.my/who-we-are/about-us/
https://www.khazanah.com.my/how-we-invest/investment-approach/

Asapublic limited company, returns to our shareholders are made in the form of dividendsto the
Government of Malaysia, which are paid from our retained earnings.

Principle 5
5. Therelevant statistical data pertaining to the SWF should be reported on atimely basis to the owner, or as

otherwise required, for inclusion where appropriate in macroeconomic data sets.

We provide financial and management performance reports to the EXCO and the Board, in addition to
submitting audited financial statements to the Ministry of Finance and publishing an annual report to the
public containing a summary of our audited financial statements.

Our audited financial statements are prepared in accordance with the provision of the Companies Act, 2016
and are available on our website through the Khazanah Annual Review or The Khazanah Report

https.//www.khazanah.com.my/our-performance/our-reports/

Pillar 2: Institutional
Institutional Framework and Governance Structure.
Principle 6

6. The governance framework for the SWF should be sound and establish a clear and effective division of
roles and responsibilitiesin order to facilitate accountability and operational independence in the
management of the SWF to pursue its objectives.

The Board governs our operations and is ultimately accountable and responsible for Khazanah's overall
governance, including both performance and conformance matters.

A Board Charter sets out the roles and responsibilities of the Board in overseeing the management of
Khazanah, and the Framework of Integrity, Governance and Risk Management (“FIGR”) includes a Schedule
of Matters for the Board (“SMB”), Limits of Authority (“LOA™) for Management, a Code of Conduct and
other relevant matters.

The Board is supported by three key subcommittees — the Executive Committee (“EXCQ”), the Audit and
Risk Committee (“ARC”) and the Nomination and Remuneration Committee (“NRC").

The EXCO supports the Board in deliberating key strategic and financial decisions, whilst the ARC oversees
the implementation of sound internal controls and risk processes, including the internal audit process. The
NRC isresponsible for making recommendations to the Board regarding strategic level human capital


https://www.khazanah.com.my/our-performance/our-reports/

management matters.

At the management level, the Management Committee (“MC”) deliberates both strategic and operational
matters, while the Investment Committee

(“IC”) deliberates and approves matters relating to investments and divestments, within the authority limits
as stipulated in the LOA.

To enhance the | C’ s strategic focus and oversight, a subcommittee, Dana Impak Investment Panel (“DI 1P”),
was established to oversee the Dana Impak portfolio. A Portfolio Management Committee (“PMC”) has also
been established to ensure effective execution of portfolio strategies and monitoring of investment risks.

Principle 7

7. The owner should set the objectives of the SWF, appoint the members of its governing body(ies) in
accordance with clearly defined procedures, and exercise oversight over the SWF' s operations.

Khazanah's objectives are set out by our mandate as detailed in Principle 2 above.

The Board, chaired by the Prime Minister of Malaysia, comprises a diverse group of highly experienced and
qualified industry professionals from the Government and private sector, providing strategic oversight and
governance of our operations.

Principle 8

8. The governing body(ies) should act in the best interests of the SWF, and have a clear mandate and
adequate authority and competency to carry out its functions.

The Board meets when required and is ultimately accountable and responsible for Khazanah's overall
governance and performance.

A Board Charter sets out the roles and responsibilities of the Board in overseeing the management of
Khazanah. The directors have a fiduciary responsibility as stipulated by the Malaysian Companies Act, 2016
to act in the best interests of Khazanah.

The Board is supported by three subcommittees — the Executive Committee (“*EXCQO”), the Audit and Risk
Committee (“ARC”), and the Nomination and Remuneration Committee (“NRC”). The four-member EXCO
comprises three Non-Executive Directors and an Executive Director; the four-member ARC comprises four
Non-Executive Directors and the NRC comprises four Non-Executive Directors.



At the management level, the MC and I C are established to oversee operational & investment-related
matters.

The two IC subcommittees — PMC and DI |P —complements the | C by focusing on specific areas: the PMC
oversees asset class performance and portfolio company monitoring, while the DI IP istailored to evaluate
DI-related strategy, transactions and initiatives based on a distinct evaluation lens.

Additionally, the FIGR highlights the Board’ s oversight functions and outlines the key parameters guiding
our overall strategy execution, based on the Three Lines Model, which is available on our website:

https://www.khazanah.com.my/who-we-are/corporate-governance/

Principle 9

9. The operational management of the SWF should implement the SWF' s strategies in an independent
manner and in accordance with clearly defined responsibilities.

In line with Khazanah’'s SMB and LOA, the Management proposes investment strategies and proposals to the
IC, EXCO and Board as approving authorities. Management is responsible for the subsequent execution and
oversight of all approved investments. The Board’ s subcommittees provide independent views to uphold
strong governance throughout the investment decision-making process.

The IC and the Asset and Liability Management Committee (“ALCQO”) report to the EXCO. Governance,
Risk & Compliance reportsto the ARC, while the Talent Council reports to the NRC. The Management
Committee is aforum to deliberate strategic and operational matters requiring the attention of the senior
management team.

Thereis currently atotal of 7 Board Members and all Members receive one vote respectively. The majority
of Board Members (6 out of 7) are independent.

Principle 10

10. The accountability framework for the SWF s operations should be clearly defined in the relevant
legislation, charter, other constitutive documents, or management agreement.

Khazanah's accountability framework is defined in our Board Charter.


https://www.khazanah.com.my/who-we-are/corporate-governance/

Similarly, relevant Charter and Terms of Reference are in place for the Board Committees and Management
Committees. Policies and procedures are also in place as aguide for staff.

Each management-level committee (MC, IC, PMC, DI IP, Talent Council, ALCO) operates under its
respective Terms of Reference.

Principle 11

11. An annual report and accompanying financial statements on the SWF' s operations and performance
should be prepared in atimely fashion and in accordance with recognized international or national
accounting standards in a consistent manner.

We disclose a summary of our financial statements during the Khazanah Annual Review briefing in the first
quarter of every year, followed by the publication of an annual report. The audited financial statements are
made available on our website after approval by the Board of Directors.

https.//www.khazanah.com.my/medi a-downl oads/the-khazanah-report/

Principle 12

12. The SWF' s operations and financial statements should be audited annually in accordance with recognized
international or national auditing standards in a consistent manner.

Khazanah's Financial Statements are prepared in accordance with the provisions of the Companies Act, 2016
in Malaysia and comply with the Malaysian Financial Reporting Standard ("MFRS"), which isin compliance
with the International Financial Reporting Standards (“1FRS”) issued by the International Accounting
Standards Board (“IASB”). Our Financial Statements are audited by an external audit firm.

Principle 13

13. Professional and ethical standards should be clearly defined and made known to the members of the
SWF' s governing body(ies), management, and staff.

K hazanah upholds clearly defined professional and ethical standards, which are communicated to our
employees through our Code of Conduct.

The Code of Conduct outlines expected behaviours aligned with our core values and addresses key conduct
risks, including confidentiality, insider trading, conflicts of interest and professional conduct. These
standards are further supported by our Information Barrier Policy, which provides guidance on the
management and safeguarding of material non-public information.


https://www.khazanah.com.my/media-downloads/the-khazanah-report/

Complementing these policies, our Diversity, Equity and Inclusion (“DEI") framework promotes a culture of
accountability, respect and support across the organisation.

To ensure ongoing awareness and compliance, all Investment and selected employees are required to
complete a mandatory Semi-Annual Affirmation, reinforcing their understanding of the Code of Conduct and
related policies.

Principle 14

14. Dedling with third parties for the purpose of the SWF’ s operational management should be based on
economic and financial grounds, and follow clear rules and procedures.

Khazanah' s Procurement Principles serves as a guidance tool for employees when exercising procurement
functions as part of their professional activities.

Khazanah expects all employees to adhere to the Procurement Principles as a demonstration of its
commitment to uphold the standards of good corporate governance.

The Code of Business Ethics (for third parties) provides guidance to both Khazanah officers and Business
Associates on what Khazanah believes to be sustainable business relationships based on the key principles of
integrity, honesty, accountability and compliance with applicable laws and regulations.

If any employee fails to meet the standards set in the Procurement Principles or Code of Business Ethics,
anyone can report any matters involving transgressions of integrity or improper conduct through Khazanah's
Whistleblowing Channel.

https.//www.khazanah.com.my/who-we-are/corporate-governance/

Principle 15

15. SWF operations and activities in host countries should be conducted in compliance with al applicable
regulatory and disclosure requirements of the countries in which they operate.

We comply with the appropriate regulatory and disclosure requirements in the countries where we operate.
Our Investment, Finance, Legal and Governance, Risk and Compliance teams, in collaboration with external
advisors, work closely to manage potential legal, regulatory and compliance risks.

Principle 16

16. The governance framework and objectives, as well as the manner in which the SWF s management is
operationally independent from the owner, should be publicly disclosed.


https://www.khazanah.com.my/who-we-are/corporate-governance/

Our FIGR serves as a guide for the effective management of risks, and to inculcate a culture of good
corporate governance and risk management throughout the organisation. The framework, adopted by the
Board in 2004, was updated in June 2021 to highlight the Board’ s oversight function and Khazanah's Core
Values.

Our governance structure is anchored on the SMB and LOA. The SMB outlines the jurisdiction of the Board,
including the subcommittees whereas the LOA outlines the limits of authority applicable to the Management
team, ensuring arobust governance structure.

Complementing the SMB and LOA, the RICA matrix based on components of Recommend, Inform, Consult
and Approve, provides the appropriate checks and bal ances across the organisation to ensure proper
governance and accountability.

The FIGR is publicly disclosed on our website: https://www.khazanah.com.my/who-we-are/corporate-
governance/

Principle 17

17. Relevant financial information regarding the SWF should be publicly disclosed to demonstrate its
economic and financial orientation, so as to contribute to stability in international financial markets and
enhance trust in recipient countries.

The summary of Khazanah's audited financial statements and performance information is publicly available
in our annual report, the Khazanah Annual Review briefing, which are published on our website. We provide
adequate and frequent disclosure of our financial position through rating agencies.

Our audited financial statements are prepared in accordance with the provisions of the Companies Act, 2016,
and the financial statements are publicly disclosed on our website.

https.//www.khazanah.com.my/media-downl oads/the-khazanah-report/

Pillar 3: Investment
Investment and Risk Management Framework.
Principle 18

18. The SWF sinvestment policy should be clear and consistent with its defined objectives, risk tolerance,
and investment strategy, as set by the owner or the governing body(ies), and be based on sound portfolio


https://www.khazanah.com.my/who-we-are/corporate-governance/
https://www.khazanah.com.my/who-we-are/corporate-governance/
https://www.khazanah.com.my/media-downloads/the-khazanah-report/

management principles.

18.1. The investment policy should guide the SWF sfinancial risk exposures and the possible use of
leverage.

18.2. The investment policy should address the extent to which internal and/or external investment managers
are used, the range of their activities and authority, and the process by which they are selected and their
performance monitored.

18.3. A description of the investment policy of the SWF should be publicly disclosed.

Our IPS clearly outlines our investment mandate, objectives and principles. Our risk appetite is articulated
through a set of Risk Appetite Statements for key material risks identified under the investment mandate,
which is approved by the Board Audit and Risk Committee.

Majority of our investments are conducted using in-house capabilities. Where we do engage external
managers, the selection and monitoring processes and policies are included in the respective asset classes
Investment & Divestment and Management & Monitoring manuals.

The IPSis published on our website.

https.//www.khazanah.com.my/how-we-invest/investment-approach/

Principle 19

19. The SWF sinvestment decisions should aim to maximize risk-adjusted financial returnsin a manner
consistent with itsinvestment policy, and based on economic and financial grounds.

19.1. If investment decisions are subject to other than economic and financial considerations, these should be
clearly set out in the investment policy and be publicly disclosed.

19.2. The management of an SWF' s assets should be consistent with what is generally accepted as sound
asset management principles.

Our investment decisions are consistent with our mandate, objectives and principles as detailed in the IPS.

Our assets are managed consistently with the Generally Accepted Principles and Practices (“GAPP”), aligned
with the Santiago Principles. Asoutlined in our IPS, we aso advocate and demonstrate responsible &
sustainable actions through our commitment to the Institutional Investor Council Malaysia (“11C”) which
promotes the active integration of ESG considerations into investment analysis and decision-making, and
asset ownership.

Principle 20


https://www.khazanah.com.my/how-we-invest/investment-approach/

20. The SWF should not seek or take advantage of privileged information or inappropriate influence by the
broader government in competing with private entities.

We do not have, nor do we seek access to privileged information or seek to apply inappropriate influence
through the Government.

Khazanah's Information Barrier Policy provides further guidance to control the flow of Material Non-Public
Information (“MNPI”) within Khazanah to minimise the risk of breach of relevant Insider Trading provisions
and to generally protect information confidentiality.

Principle 21

21. SWFsview shareholder ownership rights as a fundamental element of their equity investments’ value. If
an SWF chooses to exercise its ownership rights, it should do so in amanner that is consistent with its
investment policy and protects the financial value of its investments. The SWF should publicly disclose its
general approach to voting securities of listed entities, including the key factors guiding its exercise of
ownership rights.

We exercise our ownership rightsin our investments, where appropriate, to protect our interestsin our
investments. We are proactive in ensuring that our voting policy is updated and consistent with the latest
provision in the Malaysia Code of Corporate Governance — a set of best practices issued by the Securities
Commission Malaysia to enhance corporate governance practices among public listed companies.

https://www.sc.com.my/regul ation/corporate-governance

Our Voting Guidelines that govern our voting at general meetings of listed companies can be found in our
Shareholder Expectations and Investment Stewardship document published on our website.

https://www.khazanah.com.my/our-investments/investment-approach/

Principle 22
22. The SWF should have aframework that identifies, assesses, and manages the risks of its operations.

22.1. The risk management framework should include reliable information and timely reporting systems,
which should enabl e the adequate monitoring and management of relevant risks within acceptable parameters
and levels, control and incentive mechanisms, codes of conduct, business continuity planning, and an
independent audit function.


https://www.sc.com.my/regulation/corporate-governance
https://www.khazanah.com.my/our-investments/investment-approach/

22.2. The general approach to the SWF s risk management framework should be publicly disclosed.

The FIGR serves as a guide for the effective management of risk. Based on the Three Lines Model, the FIGR
demarcates the roles and responsibilities between the first line of defense (business units), second line of
defense (Governance, Risk & Compliance) and the third line of defense (Independent Assurance). Thisisthe
structure by which risks are identified, assessed and managed.

The Governance, Risk & Compliance (“GRC”) division and Internal Audit & Investigation (“IAl”) unit have
their own independent budget to fund its people, systems and resources, including talent development and
digital innovation.

At the Board level, GRC independently reportsto the ARC every quarter.

At the Management level, Operational, Investment, Asset & Liability Management, ESG, Reputational and
Strategic Risks are presented regularly to the respective management-level committees.

The FIGR is available on our annual report and website.

https.//www.khazanah.com.my/who-we-are/corporate-governance/

https.//www.khazanah.com.my/medi a-downl oads/the-khazanah-report/

Principle 23
23. The assets and investment performance (absolute and relative to benchmarks, if any) of the SWF should
be measured and reported to the owner according to clearly defined principles or standards.

Our assets and investment performance are measured and reported to the Board and the Government
according to clearly defined principles or standards.

We measure our financial performance primarily through two key indicators:

¢ Realisable Asset Value (“RAV”): Market value of all equities, securities and cash held. Where no
market price is available, a conservative estimate of value is used and will be subject to fair value
adjustments

o Net Asset Value (“NAV”): RAV lesstotal debts

RAV and NAV changes are measured using Time-Weighted Rate of Return (“TWRR”).


https://www.khazanah.com.my/who-we-are/corporate-governance/
https://www.khazanah.com.my/media-downloads/the-khazanah-report/

Principle 24
24. A process of regular review of the implementation of the GAPP should be engaged in by or on behalf of
the SWF.

Khazanah undertakes regular reviews of our implementation of the Santiago Principles and publishes a
biannual self-assessment on IFSWF.



