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VISION

To be a marketleader by creating sustainable growth through diversification, innovation and organization
excellence, contributing to all our stakeholders - our customers, our people, our shareholders, our
environment and our society.
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Achieving our vision will only be through the combined effort of each member of the Group, each steered by our
six core values. Together, these sum up our attitude towards tackling challenges in an ever-changing economic
environment: “I-ACE-IT”.

Integrity

To uphold the right values through
acting responsibly and honestly.

Accountability

To be responsible and take ownership
of whatever we commit to do.

Innovation

To be creative and adopt a market
leader mentality in the way we manage
our products, services and processes.

Customer
focus

To meet customer needs, wants and
expectations by providing outstanding
products and services.

Teamwork

To support group decisions and
work together cohesively to achieve
agreed goals and objectives.

Embrace
change

To accept change with an open mind
and leverage on itas an opportunity
to improve.
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From being Singapore’s leading integrated building
materials supplier to its current standing as one of the
regions major manufacturing and distribution players,
Hong Leong Asia’s success is intricately linked to its
diversification into the manufacturing and distribution
industries in China and Southeast Asia. With over 80
per cent of its market beyond the shores of Singapore,
Hong Leong Asia is well placed to leverage on its current
position to scale greater heights.

Hong Leong Asia has major operations in China and is
well-positioned to take advantage of booming markets
driven by the Asian giant. With its head office based in
Singapore and its Asia management team, the Group
combines the best of management practices with a deep
understanding of Asia culture and local sensibilities.

Its diverse management portfolio includes key sectors in
the diesel engines, white goods and industrial packaging
products, as well as capabilities across the supply chain
in building materials. Each portfolio is led by a seasoned
team of professionals who steer the business towards
continued growth and profitability.
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chairman’s
statement

KWEK LENG BENG « CHAIRMAN
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2011 was a year of consolidation for the Group, as we
moved to strengthen our position amidst global economic
challenges. On behalf of the Board of Directors, I am
pleased to announce that the Group put in a creditable
performance with revenue of $4.6 billion, despite a dip
of 9.3 per cent when compared against its record-high
revenue performance in 2010, largely due to the difficult
operating environment in China.

Net profit attributable to shareholders for the year under
review was $83.3 million, down from its high of $127.0
million the year before.

The global economy continued to be affected by the Euro
zone crisis and the weakness in the US economy. The Asian
economies did not remain unscathed. Economic growth
in China slowed to 9.2 per cent in 2011 and is expected to
grow even slower in 2012. Beijing tightened liquidity and
raised interest rates significantly throughout 2011. As a
result, many small and medium sized enterprises faced
difficulties raising funds for their operations. Higher
interest rates also led to higher finance costs.

The situation in Asia, and in particular China, where
the Group has significant business operations, affected
the Group adversely. Sales volumes in white goods and
diesel engines dipped as measures to contain inflationary
pressures saw credit tightened. Although the consumer
products unit (“Xinfei”) added washing machines as a
new product line during the year, the overall sale of white
goods was lower than last year by 5.7 per cent, largely
due to the scaling back of the air-conditioning business
and decline in the sales of fridges and freezers. The dip
of 7.4 per cent in diesel engines sales was due largely
to the policies adopted by the Chinese government to
combat inflation and the shift in the market towards
higher demand for off-highway engines. In addition, the
diesel engines unit (“Yuchai”) sold a higher proportion
of light duty engines as compared to the more expensive
medium duty engines. The Group’s revenue contribution
from Xinfei and Yuchai suffered an unfavourable impact
of $138 million due to the stronger Singapore dollar
against the Renminbi.

On the other hand, the Singapore economy continued
to perform strongly, growing 4.9 per cent in 2011, albeit
lower than the 14.8 per cent growth in 2010. The robust
construction sector had a positive impact on the Group’s
building materials business. The building materials unit
(“BMU”) registered a drop in revenue due mainly to the
disposal of the Group’s interest in Angkasa (a jointly-
controlled entity involved in steel fabrication products).

Had the 2010 sales revenue from Angkasa been excluded,
BMU would have shown a gain of about 2 per cent for
2011, as a result of higher demand for building materials
in Singapore and Malaysia.

Gross profit declined by 16.7 per cent and gross margin
declined by 2 percentage points year-on-year primarily
due to lower sales volume in all business units with the
exception of BMU and the shift towards lower margin diesel
engines sales in Yuchai. This was partly compensated by
the improvement in BMU’s margin which came primarily
from the sales of ready-mix concrete. In addition, Yuchai,
Xinfei and the industrial packaging unit (“Rex”) were
affected by the increase in labour and raw material costs.
In 2010, the Group also had the benefit of the reversal
of inventory reserves in Yuchai due to the consumption
and sale of parts that were previously provided for. The
stronger Singapore dollar against the Renminbi affected
the Group’s gross profit by about $31 million.

Overall selling, general and administrative expenses
registered a decrease which came mainly from Yuchai
where lower sales incentives, freight and delivery charges,
and warranty expenses were incurred but partially offset
by the increase in staff costs in both Yuchai and Xinfei.
General and administrative expenses increase came
mainly from Yuchai due to the increase in depreciation
and amortization costs and impairment losses related to
the hospitality industry by a Group subsidiary.

Finance cost increased by 14.2 per cent during the year
due to the tightening of liquidity credit in China causing
the interest rates to rise significantly, which increase was
mitigated by the issuance of short term corporate bonds
in China by Yuchai at lower interest rates.

The Group’s interests in two associates of Tasek Corporation
Berhad had previously been treated as “Assets classified
as held-for-sale”. However, the divestment plan in respect
of these two companies had since been aborted and as
such the investments are now considered as associates.
Adjustments were made to the share of profit from
associates relating to FY 2009 and FY 2010 to the prior
years and the prior years’ financial statements were
restated in accordance with the requirements of FRS 28.

Income tax expense in 2011 was lower due to lower profit
before tax and tax credit recognised by the Group’s
Malaysian subsidiary. In addition, one of Xinfei’s entities
recorded a higher deferred tax asset balance due to a
change in tax rate from 15 per cent in 2010 to 25 per cent
in 2011 which resulted in a tax credit recognised in 2011.
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OUTLOOK

Asian economies continued to be affected by the global
events and are expected to grow at a slower pace in 2012.
Nevertheless, there are positive signs in key industries such
as construction and green diesel engines.

The global economy continues to be affected by the
uncertainties surrounding the European economies with
growth forecast for 2012 slashed to 3.3 per cent from 3.9
per cent by the International Monetary Fund (“IMF”).
IMF recently forecasted that the Eurozone economy will
go into a mild recession with a revised growth forecast
of negative 0.5 per cent. The growth of US economy, on
the other hand, is maintained at 1.8 per cent. As a result
of the worsening external environment, the economic
growth of the countries in Asia where the Group operates
is likely to be slower compared to the previous year. China’s
economic growth is forecasted to slow to 8.2 per cent in
2012 compared with 9.2 per cent last year and Singapore’s
economy is forecasted to grow at a reduced rate of between
1.0 to 3.0 per cent in 2012 compared to a growth of 4.9
per cent in 2011.

Liquidity remains tight in China although its government
had indicated that the banks’ reserve requirement ratio will
be lowered in 2012. Major policy changes are unlikely to
take place in the short term with the impending Chinese
political leadership changes expected towards the later part
of the year. Operating costs, including minimum wages
across China, have increased, and this trend in rising
operating costs is expected to continue.

The government plan in Singapore to increase the supply
of flats and in Malaysia where the new mass rapid transit
system will be constructed will help boost the building
materials industry in both countries.

Despite the current challenging operating climates and
barring any unforeseen circumstances including any
change in policies of the Chinese government and any
adverse change in business climate, the Group expects to
remain profitable over the next 12 months.

MOVING FORWARD

With the rapid changing business environment, the Group
must similarly evolve. Our vision is to grow Hong Leong
Asia into a premier company focused on sustainable growth
and profitability.
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The Group has made inroads in preparing itself for the
challenges ahead by clearly defining its goals for the
next five years. We are in the midst of consolidating and
streamlining operations across the Group, while also
boosting quality management. We will focus on building
a portfolio of sustainable and profitable business, which
will include driving organic growth through expansion
of our geographical reach beyond China, Singapore and
Malaysia to other Asia Pacific countries as well as through
the Group’s mergers and acquisitions activities.

We intend to focus on four key areas of growth — market
leadership, people excellence, product and service excellence,
and operational excellence. We are committed to the belief
that productivity is not just about boosting efficiency but
about continuous improvement.

Ultimately, we will achieve these goals through the combined
effort of every member of the Group, guided by our six
core values - integrity, accountability, customer focus,
innovation, embracing change and teamwork.

DIVIDENDS

Inlight of the current economic climate where there is much
uncertainty, the Board of Directors considers it prudent to
conserve cash to meet any unforeseen circumstances and to
take advantage of opportunities that may arise. Consequently,
the Board of Directors has recommended a final dividend
of 5 cents per share, bringing the total dividend for 2011
to 8 cents per share, including the interim dividend of 3
cents per share paid during the year.

ACCOLADES

Guangxi Yuchai Machinery Company Limited continues
to be a market leader in the diesel engines industry and
remains as one of the largest independent manufacturers
in China. Its YC6L-40 diesel engine recently won the “2011
Outstanding Commercial Vehicle Engine” award.

APPRECIATION

On behalf of the Board of Directors, I would like to thank our
shareholders, customers, business associates, management
and employees for their contribution and look forward to
their continuing support.

KWEK LENG BENG
Chairman
16 March 2012
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As we look back on the past year, I would like to take this
opportunity to express my deepest gratitude for your
continued support.

It was a challenging year for our businesses although
we have continued to make progress in many areas. We
welcomed a new management team with fresh perspectives
and insights which we believe will provide the leadership
as the Group moves forward into the next phase of growth.

The tough business environment brought about by a weaker
China market, keen competition and higher cost of raw
materials had led to a decline in gross profitin 2011 by 16.7 per
cent against the year before. This was nonetheless mitigated
by the strong performance of the building materials unit,
especially from the ready-mix concrete division.

There was also the unfavourable impact of $138 million to
the Group revenue due to foreign exchange which affected
both Xinfei and Yuchai. The weaker Chinese renminbi
against the Singapore dollar also affected the Group’s gross
profit by about $31 million.

Some key highlights on the business units of the Group
are as follows.

CONSUMER PRODUCTS UNIT (“XINFEI”)
China’s total white goods sales amounted to RMB274
billion in 2011, despite weakness in the fourth quarter.
The white goods market is expected to contract slightly
in 2012, due to continued austerity measures and expiry
of rural subsidies.

Increased raw materials and production costs together with
a decline in volume for refrigerator and freezer sales led to
smaller profit margins. Although total unit sales dropped,
total selling, general and administrative expenses were
broadly in line with 2010.

To improve our competitiveness, the Group has launched
a brand rejuvenation initiative to uplift the brand image
and strengthen the positioning of our products. Xinfei has
also introduced a new line of washing machines to widen
the range of products offered by the Group.

Xinfei’s focus for 2012 is to improve the business and
financial performance. The new leadership team at Xinfei



has made good progress in driving sales and boosting
productivity through channel restructuring and supply
chain management. Lean manufacturing practice is also
being introduced in one of our three plants.

DIESEL ENGINES UNIT (“YUCHAI”)
Guangxi Yuchai celebrated its 60th anniversary in 2011
and was ranked the top diesel engine supplier, with 510,777
units delivered.

The Group saw a shift from heavy duty diesel engines
towards cheaper four cylinder engines and off-highway
applications. In line with the industry, sales in the truck
segment declined as a result of weaker sales in the commercial
vehicles market. However, bus, construction equipment
and marine engine markets saw expansion in 2011 but
were not sufficient to compensate for the decline in the
truck segment. Sales for four cylinder engines reached 53
per cent compared to just 49 per cent in the prior year as
sales of heavy and medium duty engines declined in 2011.

With increasing focus on more environmentally-friendly
products, the Group has embarked on producing ‘greener’
engines with better fuel efficiency. To support this program
and strengthen research and development, the Group has
invested some RMB310 million in building a new R&D
Center in Nanning. Among others, the new centre will
focus on the development and testing of hybrid engines.

The construction of the first phase of the new foundry was
completed in 2011 and is now fully operational. It has not
only raised productivity but also improved the quality of
the casting. Phase 2 of the project is currently in progress
and is expected to be completed in 2012.

BUILDING MATERIALS UNIT (“BMU”)
Singapore’s construction sector remained buoyant and grew
by 1.7 per cent in the fourth quarter of 2011, compared to
the same period in 2010. The public sector is expected to
continue to be the key demand driver in 2012, contributing
over 60 per cent in total construction demand through
public housing and infrastructure projects.

Fuelled by a buoyant market environment, the Group’s BMU
continued to perform well, with significant improvement in
profit, driven mainly by the strong performance of ready-mix
concrete. While BMU recorded a drop in revenue in 2011,

11.

it was due largely to the divestment of Angkasa, a jointly-
controlled entity involved in steel fabrication products.

INDUSTRIAL PACKAGING UNIT (“REX”)
Resin prices had increased significantly throughout 2011,
causing a negative impact on gross margin. This coupled
with lower sales volume to some key customers resulted
in a drop in profit for Rex.

To mitigate the rising cost of raw materials, Rex has
implemented productivity initiatives to reduce and offset
rising raw material costs and boost efficiencies at the
production lines.

In addition, Rex will also be leveraging on new opportunities
to enhance its performance by moving into higher-margin
products.

CASH FLOW AND LIQUIDITY

The Group maintained its cash balance of about $1.2 billion
which is slightly higher than that of 2010. Trade and other
receivables increased by $540 million or 42 per cent, to $1.8
billion during the same period. This was the result of the
reduction in discounting bank bills to help offset higher
finance costs by Yuchai. To fund its working capital, Yuchai
issued $466 million in corporate bonds which increased
total borrowings to $1.2 billion.

During the year under review, the Group spent about
$270 million in capital expenditures in various projects.
$56 million was also used to acquire additional shares in
China Yuchai International Limited to increase the Group’s
shareholding to 34.88 per cent.

OUTLOOK

Given the weaker global economic outlook, we expect a
slower pace of growth across the business units in 2012.
Although China has lowered the reserve requirement
ratio, liquidity is still tight. Funding has become an issue
for many enterprises in the country. As a result of tight
liquidity and government measures to combat inflation,
interest rates remained high. This is likely to continue in
the short term.

2012 will be a year of transition when a new Chinese political

leadership team takes over towards the later part of the
year. With such important political changes pending, the
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country is unlikely to make major policy changes until the
new leadership team is firmly on board.

Operating costs in China have been escalating. The minimum
wage across the country has increased in recent years. This
trend in rising cost is expected to continue despite the slow
down in the rate of economic growth in China.

The Singapore economy will also be affected by global events
and is forecast to grow between 1.0 per cent and 3.0 per
cent in 2012 compared to 4.9 per cent in 2011. However,
the government’s plans to increase the supply of public
housing will benefit the building materials industry and
offer opportunities to the Group.

The diesel engine industry remains challenging with tight
liquidity and high interest rate resulting from measures
implemented by the Chinese government. The shift in
product mix to smaller engines and off-highway engines
is likely to continue into this year and the industry is likely
to see weaknesses in the truck industry.

Over the recent years, the Chinese government’s incentive
program for the replacement of old appliances with new
and the rural subsidy program had the effect of boosting
the sale of new appliances in the white goods industry.
However, these incentive programs will soon be phased
out by early next year which could pose a challenge to an
industry faced with over capacity.

On the other hand, Singapore government’s plan to
increase the construction of more HDB flats and Malaysia
government’s plan to construct a new mass rapid transit
system will help boost the building materials industries
in both countries.

With the rapid changing business environment, the
Group is working on improving its operations and supply
chain management as well as driving productivity to stay
competitive. At the same time, efforts are underway to
strengthen marketing and sales channel management to
ensure that we remain customer focused and responsive
to the needs of our customers.
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For the longer term, the Group has developed a five-year
plan which will focus on improving the performance of
the various business units as well as building a portfolio of
diverse businesses offering new products and developing
new markets to help propel the Group into its next stage
of growth.

We are on a journey to transform Hong Leong Asia into
a premier company delivering sustainable growth and
profitability. The Group is committed to this vision and
will be guided by our core values of integrity, accountability,
customer focus, innovation, embracing change and teamwork
to achieve our goals.

We are eager to forge ahead and we look forward to your
strong support.

FRANCIS YUEN KIN PHENG
Chief Executive Officer
16 March 2012
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BUILDING MATERIALS

Cement & Granite Division

Henan Xinfei Electric Co., Ltd.
Henan Xinfei Household Appliance Co., Ltd.

Henan Xinfei Refrigeration Appliances Co., Ltd.

DIESEL ENGINES

Bermuda

China Yuchai International Limited

China

Guangxi Yuchai Machinery Company Limited

INDUSTRIAL PACKAGING
China

Shanghai Rex Packaging Co., Ltd.
Tianjin Rex Packaging Co., Ltd.
Dongguan Rex Packaging Company Limited

Hong Kong

Rex Packaging (Hong Kong) Limited
Malaysia

Rex Plastics (Malaysia) Sdn. Bhd.
Rexpak Sdn. Bhd.

Singapore

Hong Leong (China) Limited
Rex Holdings Pte Ltd
Rex Plastics Pte. Ltd.

GREEN PACKAGING

Singapore

GPac Technology (S) Pte. Ltd.

Malaysia

GPac Technology (M) Sdn. Bhd.

Singapore

HL Building Materials Pte. Ltd.

Singapore Cement Manufacturing Company (Private)
Limited

Malaysia
Tasek Corporation Berhad

Ready-Mix Concrete Division

Singapore
Island Concrete (Private) Limited

Pre-Cast Concrete Division

Singapore
HL Building Materials Pte. Ltd.

Malaysia
HL-Manufacturing Industries Sdn. Bhd.

Quarry Division

Malaysia
Hayford Holdings Sdn. Bhd.

OTHERS
Hospitality & Property Development

HL Global Enterprises Limited
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DIESEL
ENGINES

M Revenue (In $million) M Volume (In unit)

China Yuchai International is listed on the New
York Stock Exchange. Its principal subsidiary,
Guangxi Yuchai manufactures, assembles and sells
diesel engines for trucks, buses, vans, construction
equipments and other applications. Guangxi Yuchai
evolved into the largest single diesel engine facility
and has been ranked one of the largest diesel
engine manufacturers in unit sales by the China
Association of Automobile Manufacturers for the
past several years. Guangxi Yuchai expanded its
manufacturing facility in Xiamen and established
joint ventures in Zhejiang, Shangdong, Anhui and
Suzhou to manufacture diesel engines for passenger
vehicles, heavy duty trucks and also remanufactured
components to service Yuchai engines.
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M Revenue (In $million)  Volume (In unit)

Xinfei is one of the leading manufacturers of major
consumer appliances in China. Through its well-
established nationwide distribution network in
China, Xinfei offers a range of major consumer
appliances which include fridges, freezers, wine
chillers, air conditioners and washing machines to
its consumers and commercial customers in China.
Xinfei is known for its high quality products and
reliable after-sales service. Xinfei exports its products
to various overseas markets.



INDUSTRIAL
PACKAGING

M Revenue (In $million)

Rex Industrial Packaging unit has manufacturing
operations in China and Malaysia. It manufactures
and distributes a wide range of rigid plastic packaging
products for the industrial and consumer markets.

GPac Technology, wholly-owned by Hong Leong
Asia, is an eco-friendly manufacturer of pallets
with operations in Singapore and Malaysia. GPac
Technology produces biodegradable products for
various industries and applications.

OTHERS

This is Hong Leong Asia’s indirect investment in
HL Global Enterprises Limited (‘HLGE”). HLGE is
primarily engaged in investment holding, hospitality
and property development businesses.

17.

BUILDING
MATERIALS

07 08 09

Revenue (In $million)

Hong Leong Asia Ltd.s Building Materials unit (‘BMU”)
is one of the largest suppliers of essential building materials
to the construction industry in Singapore. BMU sells all
grades of ready mixed concrete at nine separate locations in
Singapore. It is also the largest producer of precast concrete
elements for public housing construction, all of which are
fabricated in its factories in Singapore and Senai, Malaysia.
BMU imports and distributes cement in Singapore and also
operatesa granite quarryin Johor, Malaysia. BMU is reputable
for the quality of its products, and for the reliability in its
deliveries. The proof of this can be seen in many buildings
and infra-structure developments in Singapore, which had
been constructed using BMU’s products. In Malaysia, Hong
Leong Asia Ltd ’s subsidiary, Tasek Corporation Berhad is
the fourth largest cement producer, which is now going
through a period of major growth.
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KWEK LENG BENG

Appointed non-executive Chairman since
3 January 1995 and non-executive Director
since 25 November 1981, Mr Kwek also sits on
the Nominating Committee of Hong Leong
Asia Ltd. (“HLA”). He was last re-appointed as
a Director of HLA on 19 April 2011. He is the
Executive Chairman of City Developments
Limited (“CDL’), Chairman and Managing
Director of Hong Leong Finance Limited
(“HLF”) and Citye-Solutions Limited (“CES”),
and non-executive Chairman of Millennium
& Copthorne Hotels plc (“M&C”).

Mr Kwek holds a law degree, LL.B. (London)
and is also a fellow of The Institute of
Chartered Secretaries and Administrators.
He has extensive experience in the finance
business, having grown from day one with
the original Hong Leong Finance Limited
which has since merged its finance business
with Singapore Finance Limited (now known
as HLF). He also has vast experience in the
real estate business, the hotel industry as well
as the trading and manufacturing business.

Mr Kwek’s other appointments include being
amember of the East Asia Council of INSEAD
since its inception in 2003 and board member
of Singapore Hotel Association. He was also
conferred Honorary Doctorate of Business
Administration in Hospitality from Johnson
& Wales University (Rhode Island, US) and
Honorary Doctorate from Oxford Brookes
University (UK).
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KWEK LENG PECK

Appointed to the Board since
1 September 1982 and is now an
Executive Director, Mr Kwek also
sits on the Hong Leong Asia Share
Option Scheme 2000 (“Share Option
Scheme”) Committee. He was
last re-elected as a Director on 19
April 2011. He is the non-executive
Chairman of Tasek Corporation
Berhad (“TCB”) and a non-executive
Director of CDL, HLF, M&C and
China Yuchai International Limited
(“CYTI”). In the preceding 3-year
period, he was also an Executive
Director of CES until his resignation in
April 2009,

Mr Kwek holds a Diploma in
Accountancy and has many years of
experience in trading, manufacturing,
property investment and development,
hotel operations, corporate finance
and management.

YUEN KIN PHENG,
FRANCIS

Appointed Director and Chief
Executive Officer since 18 May 2011,
Mr Yuen is also a non-executive
Director of TCB and CYI. In the
preceding 3-year period, he was the
Chairman of Asia Committee, Merix
Corporation until his resignation in
April 2009.

Mr Yuen holds a Bachelor of Business
Administration degree (1st Class
Honours) and a Master of Business
Administration degree, both from
the National University of Singapore.
He has completed an Advance
Management Program at the Wharton
Business School of the University of
Pennsylvania. He has also received
the Shanghai Magnolia Award in
2008 for his contribution to the
development of Shanghai city.

Mr Yuen has extensive working and
business experience having held
several senior management positions
previously in the Asia Pacific region,
including at Ingersoll Rand, Trane
Commercial Systems Asia and
Honeywell International.
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ERNEST COLIN LEE

Appointed a non-executive Director
since 3 April 2000 and last re-
appointed on 19 April 2011, Mr Lee
is the Chairman of the Nominating,
Remuneration and Share Option
Scheme Committees as well as a
member of the Audit Committee
of HLA.

Mr Lee holds a Bachelor of Civil
Engineering (Honours) degree
(University of Queensland, Australia).
He is a professional project consultant
and has extensive experience in
management, engineering and
business development in Singapore
and Australia.

4
GOH KIAN HWEE

Appointed a non-executive Director
since 15 March 2004, Mr Goh was last
re-elected on 29 April 2010. He also
sits on the Audit, Remuneration and
Share Option Scheme Committees
of HLA. He is also a non-executive
Director of Hwa Hong Corporation
Limited. In the preceding 3-year period,
he was a non-executive Director of
Achieva Limited until his retirement
in April 2011.

Mr Goh s a Partner of Rajah & Tann
LLP, a legal firm, and has over 32
years’ experience in corporate and
capital markets law. He holdsa LL.B.
(Honours) degree (University of
Singapore) and has been a practising
lawyer since 1980.

QUEK SHI KUI

Appointed a non-executive
Director since 28 April 2005,
Mr Quek was last re-appointed on 19
April 2011. He is the Chairman of the
Audit Committee and amember of the
Nominating, Remuneration and Share
Option Scheme Committees of HLA.
In the preceding 3-year period,
he was a non-executive Director
of Thomson Medical Centre
Limited until his retirement in
December 2010.

A Certified Public Accountant, Mr
Quek has extensive auditing, accounting
and financial experience in Singapore
and overseas. He was previously a
managing partner of an international
accounting firm.

Mr Quek is a member of the ACCA
United Kingdom, the Malaysia
Institute of Accountants and the
Singapore Institute of Directors.
He also serves as Chairman of the
Board of Trustees, ACCA Singapore.
He was formally a council member
of the Institute of Certified Public
Accountants of Singapore (“ICPAS”)
and was awarded an ICPAS Gold medal
for his contributions and services to
the accountancy profession and the
community on 3 November 2011.
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BOARD OF DIRECTORS INVESTOR RELATIONS
Chairman Francis Yuen Kin Pheng
Chief Executive Officer

Kwek Leng Beng - Non-executive

Executive
Kwek Leng Peck
Francis Yuen Kin Pheng - Chief Executive Officer

Non-Executive

Ernest Colin Lee - Independent
Goh Kian Hwee - Independent
Quek Shi Kui - Independent

AUDIT COMMITTEE

Quek Shi Kui - Chairman
Ernest Colin Lee
Goh Kian Hwee

NOMINATING COMMITTEE

Ernest Colin Lee - Chairman
Kwek Leng Beng
Quek Shi Kui

REMUNERATION COMMITTEE

Ernest Colin Lee - Chairman
Quek Shi Kui
Goh Kian Hwee

HONG LEONG ASIA SHARE OPTION
SCHEME 2000 COMMITTEE

Ernest Colin Lee - Chairman
Kwek Leng Peck

Quek Shi Kui

Goh Kian Hwee

SECRETARIES

Yeo Swee Gim, Joanne
Ng Siew Ping, Jaslin
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Email: francisyuen@hlasia.com.sg
Tel : (65) 6220 8411
Fax : (65) 6222 0087

REGISTERED OFFICE

16 Raffles Quay

#26-00 Hong Leong Building
Singapore 048581

Tel : (65) 6220 8411

Fax : (65) 6222 0087 / 6226 0502
Website: www.hlasia.com.sg

REGISTRAR & TRANSFER OFFICE

M & C Services Private Limited
138 Robinson Road

#17-00 The Corporate Office
Singapore 068906

Tel : (65) 6227 6660

Fax : (65) 6225 1452

AUDITORS

Ernst & Young LLP

Certified Public Accountants

One Raffles Quay

North Tower, Level 18

Singapore 048583

(Partner-in-charge: Christopher Wong Mun Yick, appointed from

commencement of the financial year ended 31 December 2010)

PRINCIPAL BANKERS

Bank of America, N.A.

DBS Bank Ltd

Standard Chartered Bank

The Bank of Tokyo-Mitsubishi UFJ, Ltd.
The Hongkong and Shanghai Banking
Corporation Limited
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Hong Leong Asia Ltd. (“HLA” or the “Company”) is committed to maintaining good corporate governance and business
integrity in all its business activities.

HLA has adopted a set of internal guidelines on corporate governance (“Internal CG Guidelines”) based on the provisions of
the Code of Corporate Governance 2005 (“CG Code”). The following describes the Company’s corporate governance policies
and practices in its application of the corporate governance principles as set out in the CG Code.

BOARD MATTERS
PRINCIPLE 1: THE BOARD’S CONDUCT OF AFFAIRS
Primary Functions of the Board

The Board oversees the Company’s business and its performance. Its primary functions are to set broad policies, provide
guidance on and approve strategic direction and plans for the Company, review, where relevant and appropriate, the Group’s
performance and the adequacy and effectiveness of the framework and processes for internal controls, risk management,
financial reporting and compliance, and assume responsibility for good corporate governance.

Independent Judgement

All Directors are required to exercise objective decision-making in the interests of the Company. Directors who are in any
way, directly or indirectly, interested in a transaction or proposed transaction will declare the nature of their interests in
accordance with the provisions of the Companies Act, Chapter 50, and also voluntarily abstain from deliberation on the same.
The assessment criteria used by the Company’s Nominating Committee (“NC”) in its annual evaluation of the Directors takes
into account the individual Director’s objectivity, independent thinking and judgement.

Delegation by the Board

The primary functions of the Board are either carried out directly by the Board or through committees established by the Board,
namely, the Audit Commiittee ("AC”), the NC, the Remuneration Committee (“RC”), and the Hong Leong Asia Share Option
Scheme 2000 (“Share Option Scheme”) Committee, all collectively referred to hereafter as the Board Committees. Specific terms
of reference for each of the Board Committees are set out and approved by the Board and reviewed periodically. The composition
of each Board Committee can be found under the ‘Corporate Directory’ section in this Annual Report 2011 (“AR”).

The delegation of authority by the Board to the Board Committees enables the Board to achieve operational efficiency by
empowering these Board Committees to decide on matters within their respective written terms of reference and/or limits of
delegated authority and yet allow the Board to maintain control over major policies and decisions. Please refer to the sections
on Principles 4, 5, 7 and 11 in this report for further information on the activities of the NC, RC and AC.

Board Processes

Board and Board Committee meetings are held regularly, with the Board meeting no less than 4 times a year. The proposed
meetings for each new calendar year are set out in a schedule of meetings and notified to all Board members before the start
of the calendar year. Additional meetings are convened as and when circumstances warrant. Records of all such meetings
including key deliberations and decisions taken are maintained by the Company Secretary. The Company’s Articles of
Association allow for the meetings of its Board and Board Committees to be held via teleconferencing. The Board and Board
Committees may also make decisions by way of circulating resolutions.

HONG LEONG ASIA LTD. « ANNUAL REPORT 2011



22.

corporate
governance
report

The attendance of the Directors at meetings of the Board and Board Committees as well as the frequency of such meetings
during the financial year under review, is disclosed below. Notwithstanding such disclosure, the Board is of the view that
the contribution of each Director should not be focused only on his attendance at meetings of the Board and/or Board
Committees. A Director’s contribution also extends beyond the confines of the formal environment of such meetings,
through the sharing of views, advice, experience and strategic networking relationships which would further the interests of
the Company.

Directors’ Attendance at Board and Board Committee Meetings in 2011

Share Option
Board AC NC RC Scheme Committee

Number of Meetings Held: 5 5 2 3 1

Name of Director Number of Meetings Attended in 2011

Kwek Leng Beng 5 NA 2 1© NA

Kwek Leng Peck 5 NA 1© 3@ 1

Francis Yuen Kin Pheng® 3® 20 NA NA NA

Ernest Colin Lee 5 5 2 3 1

Goh Kian Hwee 5 5 1© 3 1

Quek Shi Kui 5 5 2 3 1

(a) Mr Francis Yuen Kin Pheng was appointed as a Director and Chief Executive Officer of the Company on 18 May 2011.

(b) Includes attendance by invitation at one Board meeting.
(o) Attendance by invitation.
Board Approval

The Board has adopted an internal guide wherein certain key matters are specifically reserved for approval by the Board
such as the setting of strategic direction or policies or financial objectives which are, or may have material impact on the
profitability or performance of the relevant business units, decisions to commence, discontinue or modify significantly any
business activity or to enter or withdraw from a particular market sector, corporate or financial restructuring, decisions
over new borrowings or significant amendments to the terms and conditions of existing borrowings, material acquisition
and disposal of assets, adoption of corporate governance policies and any other matters which require Board approval as
prescribed under the relevant legislations and regulations as well as the provisions of the Company’s Articles of Association.

Board Orientation and Training

Every newly appointed Director receives a formal letter, setting out his general duties and obligations as a Director pursuant
to the relevant legislations and regulations. The new Director will also receive an induction pack containing information
and documents relating to the role and responsibilities of a director, the Groups businesses, Board processes, corporate
governance practices, relevant policies and procedures as well as a board meeting calendar for the year with a brief of the
routine agenda for each meeting.

The Company also conducts an induction programme for newly appointed Directors and in respect of appointments of
existing Directors to Board Committees, which seeks to familiarise Directors with the Group’s businesses, board processes,
internal controls and governance practices. The induction programme includes meetings with various key executives of the
Group and briefings on key areas of the Group’s operations.
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The Directors are provided with updates and/or briefings from time to time by professional advisers, auditors, Management
and the Company Secretary in areas such as directors’ duties and responsibilities, corporate governance practices, risk
management matters and changes in financial reporting standards. During 2011, the Board and the Board Committees
(where applicable) were also briefed by the Company Secretary on the proposed amendments to the CG Code, as well as the
amendments to the Listing Rules, and their implications to the Company. The Directors are regularly kept informed by the
Company Secretary of the availability of appropriate courses, conferences and seminars such as those run by the Singapore
Institute of Directors (“SID”), and the Directors are encouraged to attend such training at the Company’s expense. An in-
house seminar on anti-corruption law and competition law and key proposed changes to the CG Code and the Singapore
Exchange Securities Trading Limited’s (“SGX-ST”) Listing Rules was conducted by invited speakers during 2011 for the
Directors. In addition to the training courses/programs, Directors are also at liberty to approach Management should they
require any further information or clarification concerning the Group’s operations.

Corporate Values and Conduct of Business

The Board and Senior Management are committed to conducting business with integrity and consistent with high standards
of business ethics, and in compliance with all applicable laws and regulatory requirements. The Company has adopted an
internal code of business and ethical conduct crystallising the Company’s business principles and practices with respect to
matters which may have ethical implications. The code provides a communicable and understandable framework for staff to
observe the Company’s principles such as honesty, integrity, responsibility and accountability at all levels of the organisation
and in the conduct of the Company’s business in their relationships with customers, suppliers and amongst employees,
including situations where there are potential conflicts of interests.

Internal Code on Dealing in Securities

The Company has adopted an internal code on securities trading which sets out the implications of insider trading and provides
guidance and internal regulation with regard to dealings in the Company’s securities by its Directors and officers. These
guidelines prohibit dealing in the Company’s securities on short-term considerations and while in possession of unpublished
material price-sensitive information in relation to such securities, and during the “closed period” which is defined as 2 weeks
before the date of announcement of results for each of the first 3 quarters of the Company’s financial year and one month
before the date of announcement of the full year financial results, and ending on the date of the announcement of the relevant
results. The Directors and employees of the Group are notified in advance of the commencement of the “closed periods”
relating to dealing in the Company’s securities.

PRINCIPLE 2: BOARD COMPOSITION AND GUIDANCE
Board Independence

The Board currently comprises 6 members, 2 of whom are executive Directors, while the other members of the Board are
non-executive Directors (“NEDs”). Of the 4 NEDs, the Board considers 3 of them, being half of the Board, to be independent,
thus providing for a strong and independent element on the Board capable of exercising objective judgement. No individual
or small group of individuals dominates the Board’s decision making. In addition to the annual review by the NC of the
Directors’ independence, each independent NED also submits an annual declaration regarding his independence.

The independent NEDs are Messrs Ernest Colin Lee, Goh Kian Hwee and Quek Shi Kui. Mr Goh Kian Hwee is a partner of a
legal firm which renders professional legal services to the Group from time to time. Nevertheless, the NC has considered Mr
Goh to be independent as he is capable of maintaining his objectivity and independence at all times in the carrying out of his
duties and responsibilities as an independent Director.
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Board Composition and Size

The NC reviews the size and composition of the Board and Board Committees, and the skills and core competencies of
the Board members annually. The Board comprises business leaders and professionals with financial, legal and business
management backgrounds. The members of the Board with their combined business, management and professional
experience, knowledge and expertise provide the core competencies to allow for diverse and objective perspectives on the
Group’s business and direction. Taking into account the scope and nature of the operations of the Group, the Board is satisfied
that the current composition and size of the Board provide for sufficient diversity and allow for effective decision making.

NED’s Participation

NEDs are encouraged to participate actively in Board meetings in the development of the Group’s strategic plans and direction,
and in the review and monitoring of Management’s performance against budgets. To facilitate this, they are kept informed of
the Group’s businesses and performance through monthly and quarterly reports from Management, and have unrestricted
access to Management. They also sit on various Board Committees established by the Board to provide constructive input and
the necessary review and monitoring of performance of the Group and Management.

PRINCIPLE 3: CHAIRMAN AND CHIEF EXECUTIVE OFFICER (“CEO”)
Role of Chairman and the CEO

The Board recognises that best practices of corporate governance advocate that the chairman of the board and the CEO
should in principle be separate persons to ensure an appropriate balance of power, increased accountability and greater
capacity of the board for independent decision making.

The Chairman of the Board is Mr Kwek Leng Beng who is a NED while the CEO is Mr Francis Yuen Kin Pheng. There is a
clear division of responsibilities between the Chairman and the CEO. As Chairman of the Board, Mr Kwek bears primary
responsibility for the workings of the Board, by ensuring effectiveness in all aspects of its role including setting agenda for
Board meetings with input from Management, and exercising control over the quality, quantity and timeliness of information
flow between the Board and Management. At annual general meetings and other shareholder meetings, he plays a pivotal
role in fostering constructive dialogue between shareholders, the Board and Management. The CEO, Mr Yuen who is a key
management staff, bears executive responsibility for the performance of the Group and the achievement of the corporate
goals set for the Group. The CEO is not related to the Chairman.

With the establishment of various Board Committees with power and authority to perform key functions beyond the authority
of, or without undue influence from, the Chairman or the CEO, and the putting in place of various internal controls to allow
for effective Board oversight, the Board is of the view that there are adequate accountability safeguards to enable the Board
to exercise objective independent decision making and to ensure an appropriate balance of power and authority within the
spirit of good corporate governance.
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PRINCIPLE 4: BOARD MEMBERSHIP
NC Composition and Role

2 out of the 3 members of the NC, including the NC chairman, are independent. Please refer to the Corporate Directory
section on page 20 of the AR, for the composition of the NC.

The NC’s main role as set out in its written terms of reference, approved and adopted by the Board, is to recommend all Board
and Board Committee appointments and re-appointments, and determine the independence of each Director. The NC also
reviews and recommends to the Board the appointment of key executive positions, including that of the CEO, chief operating
officer (“COQO”) and chief financial officer (“CFO”). The Company Secretary maintains records of all NC meetings including
records of key deliberations and decisions taken.

Re-nomination of Directors

The NC reviews annually the nomination of the relevant Directors for re-election and re-appointment as well as the
independence of Directors. When considering the nomination of Directors for re-election and re-appointment, the NC takes
into account their contribution to the effectiveness of the Board as well as their time commitment especially for Directors
who have multiple board representations, and also reviews their independence.

The Articles of Association of the Company provide that at least one-third of the Directors for the time being shall retire as
Directors at each annual general meeting of the Company ("AGM”). All new Directors appointed by the Board shall hold
office until the next AGM, and be eligible for re-election at the said AGM.

Excluding the Directors above 70 years of age who are subject to annual re-nomination, namely Messrs Kwek Leng Beng,
Ernest Colin Lee and Quek Shi Kui, the remaining Directors of the Company will retire about once in 2 to 3 years. In
accordance with the Articles of Association of the Company, Mr Francis Yuen appointed on 18 May 2011 and Mr Goh Kian
Hwee retiring by rotation, have offered themselves for re-election at the forthcoming AGM (“2012 AGM”).

Annual Review of Directors’ Independence

The NC reviews the independence of Directors annually according to the criteria on independence set out in the Internal CG
Guidelines. In reviewing the independence of Directors for 2011, the NC also noted the definition of “independent director”
under the proposed revised CG Code as well as the final recommendation on the proposed amendments to the CG Code.
Based on the review, 3 out of the current 6 Directors are considered by the NC to be independent, which is half of the Board,
thus providing for a strong and independent element on the Board capable of exercising objective judgement on corporate
affairs of the Company.

When considering the independence of the Directors, the NC also reviews the Directors” other directorships and the annual
declaration by the independent NEDs regarding their independence.

Directors’ Time Commitments

When considering the nomination of Directors for appointment or re-election/re-appointment, the NC also takes into account
the competing time commitments faced by Directors with multiple board representations. An analysis of the directorships
held by the Directors is reviewed annually by the NC. Based on the analysis and the Directors’ commitment and contributions
to the Company which is also evident in their level of attendance and participation at Board and Board Committee meetings,
the NC is satisfied that all Directors are able to carry out and have been adequately carrying out their duties as Directors of
the Company.
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Criteria and Process for Nomination and Selection of New Directors

Selection of candidates to be considered for appointment as Directors is facilitated through recommendations from the
Directors, Management or external parties including the Company’s contacts in the finance, legal and accounting professions.
Assistance may also be obtained from professional executive search firms engaged to source for suitable candidates for the
NC’s consideration.

The NC interviews the proposed candidates before formally considering and recommending them for appointment to the
Board and where applicable, to the Board Committees.

In reviewing and recommending to the Board any new Director appointments, the NC considers: (a) the candidate’s
independence, in the case of the appointment of an independent NED; (b) the composition requirements for the Board
and Board Committees (if the candidate is proposed to be appointed to any of the Board Committees) under the Internal
CG Guidelines; (c) the candidate’s age, track record, experience and capabilities and such other relevant factors as may be
determined by the NC which would contribute to the Board’s collective skills; and (d) any competing time commitments if
the candidate has multiple board representations.

The NC had recommended the appointment of Mr Francis Yuen as a Director and CEO of the Company, taking into
consideration his extensive work and business experience especially in a US company with operations in Asia. The Board
accepted the NC’s recommendation and Mr Yuen was appointed on 18 May 2011. With Mr Yuen’s appointment, Mr Kwek
Leng Peck, the Executive Director of the Company who stood in as the Acting CEO, ceased to be the Acting CEO.

As a newly appointed Director, Mr Yuen received a formal letter, setting out the general duties and obligations as a Director
pursuant to the relevant legislations and regulations. He also received an induction pack for newly appointed Director and
attended the induction programme to familiarise himself with the Group’s businesses, board processes, internal controls and
governance practices.

Key Information on Directors

Please refer to the ‘Board of Directors’ section in the AR for key information on the Directors, and the Notice of AGM for
Directors proposed for re-election and re-appointment at the 2012 AGM.

Succession Planning for the Board

The Board believes in carrying out succession planning for itself to ensure continuity of leadership. Board renewal is a
continuing process and in this regard, the NC reviews the composition of the Board, which includes size and mix, annually
and recommends to the Board the selection and appointment of new Directors, whether in addition to existing Board
members or as replacement of retiring Board members, with a view to identifying any gaps in the Board’s skills sets taking
into account the Group’s business operations. The Board will be able to function smoothly notwithstanding any resignation
or retirement of any Director given the present number of members and mix of competencies on the Board.

PRINCIPLE 5: BOARD PERFORMANCE
Board Evaluation Process

The Company has in place a formal process for assessment of the effectiveness of the Board as a whole and the contribution by
each Director to the effectiveness of the Board. The NC assesses the Board’s performance as a whole annually using objective
and appropriate quantitative and qualitative criteria which were recommended by the NC and approved by the Board. When
assessing the overall Board performance, the NC takes into consideration the feedback from individual Directors on areas
relating to the Board’s competencies and effectiveness. The results of the overall evaluation of the Board by the NC including
its recommendation, if any, for improvements are presented to the Board.
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The annual evaluation process for the individual Directors’ performance comprises 3 parts: (a) background information
concerning the Directors including their attendance records at Board and Board Committee meetings; (b) questionnaires
for completion by all individual Board members; and (c) NC’s evaluation based on certain assessment parameters. The
questionnaires and the assessment parameters were recommended by the NC and approved by the Board. The completed
questionnaires are then reviewed by the NC before the NC completes its evaluation of the individual Directors. When
deliberating on the performance of a particular Director who is also a member of the NC, that member abstains from the
discussions in order to avoid any conflict of interests.

The results of the individual evaluation of the Directors are also used by the NC, in its consultation with the Chairman of the
Board (who is also a member of the NC), to review, where appropriate, the composition of the Board and Board Committees,
and to support its proposals, if any, for appointment of new members and its recommendations for the re-appointment
and re-election of retiring Directors. Comments from the Directors if any concerning the Board as a whole and the general
performance of the Directors are also presented to the Board.

Board Evaluation Criteria

The qualitative criteria are set out in a questionnaire covering 3 main areas relating to board composition, roles and
responsibilities, conduct of meetings and access to information.

The quantitative criteria used to evaluate the overall Board performance comprise quarterly performance indicators which
include a comparison of the Group’s performance (including segmental performance) for the financial period under review
against that of the corresponding period of the previous year and the Group’s budget as well as longer term indicators such as
the Company’s share price performance over a 5-year period and vis-d-vis the Singapore Straits Times Index.

Individual Director Evaluation Criteria

Factors taken into account in the assessment of Directors’ performance include their abilities and competencies, their
objectivity and their level of participation at Board and Board Committee meetings including their contribution to Board
processes and the business strategies and performance of the Group.

PRINCIPLE 6: ACCESS TO INFORMATION
Complete, Adequate and Timely Information and Access to Management

Prior to each meeting, members of the Board and the Board Committees are provided with the meeting agenda and the
relevant papers submitted by Management, containing where possible and practicable, complete, adequate and timely
information to enable full deliberation on the issues to be considered at the respective meetings. Management, the Company’s
auditors and professional advisers who can provide additional insight into the matters for discussion are also invited from
time to time to attend such meetings. Directors also have separate and independent access to Management.

Draft agendas for Board and Board Committee meetings are circulated to the Chairman of the Board and the chairmen of
the Board Committees, in advance, for them to review and suggest items for the agenda. Each of the chairmen of the AC, NC,
RC and Share Option Scheme Committee provides an annual report of the respective committees’ activities during the year
under review to the Board. The minutes of meetings of the Board Committees are circulated to all Board members.

Company Secretary

The Company Secretary, whose appointment and removal are subject to the Board’s approval, attends all Board and
Board Committees meetings and ensures that all Board procedures are followed. The Company Secretary, together with
Management, also ensures that the Company complies with all applicable statutory and regulatory rules. Together with
Management, she also assists the Board Chairman, the Board and Board Committees to implement and strengthen corporate
governance practices and processes, including facilitating orientation for newly appointed Directors and appointments to
Board Committees, and continuing training and development for the Directors.
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On an ongoing basis, the Directors have separate and independent access to the Company Secretary. The duties and
responsibilities of the Company Secretary are set out in the Internal CG Guidelines.

Independent Professional Advice

The Directors, whether as a group or individually, are entitled to take independent professional advice at the expense of the
Company, in furtherance of their duties and in the event that circumstances warrant the same. The Company has in place
internal guidelines allowing the Directors to seek independent professional advice.

REMUNERATION MATTERS
PRINCIPLE 7: PROCEDURES FOR DEVELOPING REMUNERATION POLICIES
RC Composition and Role

The RC comprises 3 NEDs, all of whom including the chairman of the RC are independent. The RC’s principal responsibilities
as set out in its written terms of reference approved and adopted by the Board are to review and recommend, for the
endorsement of the Board, a framework of remuneration and the specific remuneration packages for each Board member,
including the Executive Director and the CEO (or executive of equivalent rank) which covers Directors’ fees, salaries, bonuses,
allowances, options and other benefits in kind. The Company has in place principles concerning the Board’s remuneration.
All the members of the RC also sit on the Share Option Scheme Committee and the chairman of the RC is also the chairman
of the Share Option Scheme Committee. The Company Secretary maintains records of all RC meetings including records of
key deliberations and decisions taken.

PRINCIPLE 8: LEVEL AND MIX OF REMUNERATION
Directors’ Remuneration

In reviewing the remuneration packages of the Executive Director and the CEO, the RC, with the assistance of the Group
Human Resource Department, considers the level of remuneration based on the Company’s remuneration policy which
comprises the following 3 distinct objectives:

. To ensure that the remuneration packages are competitive in attracting and retaining employees capable of
meeting the Company’s needs.

. To reward employees for achieving corporate and individual performance targets in a fair and equitable way.
. To ensure that the remuneration reflects employees’ duties and responsibilities.

The Company also utilized longer term incentive schemes, in the form of the grant of options under the Share Option Scheme
subject to a vesting schedule. Information on the Share Option Scheme is set out in the Directors’ Report on pages 40 to 43
and the Financial Statements on pages 127 to 129 of the AR.

When reviewing the remuneration of the NEDs, the RC took into consideration their respective responsibilities, attendance
and time spent in the performance of their duties. No Director is involved in deciding his own remuneration.

PRINCIPLE 9: DISCLOSURE OF REMUNERATION
Disclosure of Remuneration

The total compensation packages for employees including the Executive Director and the CEO comprise a fixed component
(in the form of a base salary and fixed allowances) and a variable component (which includes year-end and variable bonuses,
share option grants for eligible employees and benefits-in-kind, where applicable), taking into account amongst other factors,
the individual’s performance, the performance of the Group and industry practices. Each of the Directors receives a base
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Director’s fee, with the Company’s Chairman receiving an additional fee for serving as the Board Chairman. Directors who
serve on the various Board Committees (other than the Share Option Scheme Committee) also receive additional fees in
respect of each Board Committee that they serve on, with the chairmen of the Board Committees receiving a higher fee in
respect of their service as chairman of the respective Committees.

The breakdown (in percentage terms) of the Directors’ remuneration for the financial year ended 31 December (“FY”) 2011
is set out below.

Remuneration of Directors for FY 2011

Board/
Variable Board Share
Base Bonuses/ Committee Option Other
Salary® Allowances") Fees®  Grants®  Benefits Total
% % % % % %
Above $1,000,000 up to $1,250,000
Kwek Leng Peck 36 29 14©) 21 - 100
Above $750,000 up to $1,000,000
Francis Yuen Kin Pheng® 40 32 10¢) 8 10 100
$250,000 and below
Kwek Leng Beng - - 100 - - 100
Ernest Colin Lee - - 100 - - 100
Goh Kian Hwee - - 100 - - 100
Quek Shi Kui - - 100 - - 100
Notes:
(1) The salary and variable bonuses/allowances are inclusive of employer’s central provident fund contributions.
(2) These fees comprise Board and Board Committee fees for FY 2011, which are subject to approval by shareholders as a lump sum at

the 2012 AGM, and AC fees for FY 2011 that had already been approved by shareholders at the 2010 and 2011 AGMs.
(3) Includes Directors’ fees paid or payable by subsidiaries of the Company.

(4) These relate to options granted during FY 2008 and FY 2011. The fair value of the options as at the date of grant ranges from $0.53
to $1.44 for each share under option taking into account the vesting schedule using the Black Scholes method.

(5) Mr Francis Yuen Kin Pheng was appointed a Director and CEO on 18 May 2011 and the Board fee payable to him for FY 2011 is
pro-rated accordingly.

(6) There were no salary and variable bonuses/allowances for FY 2011 paid by subsidiary(ies) of the Company to the Directors of the
Company.

The remuneration of the top 5 key executives (who are not Directors) is not disclosed in the AR as the Company does not
believe it to be in its interest to disclose the identity of the top 5 key executives within the remuneration bands of $250,000
each or to provide a breakdown of each individual’s remuneration, having regard to the highly competitive human resource
environment and for purposes of maintaining confidentiality of staff remuneration matters.

During FY 2011, none of the Directors had immediate family members not disclosed above who were or are employees of the
Company and whose personal annual remuneration exceeded or exceeds $150,000.
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ACCOUNTABILITY AND AUDIT
PRINCIPLE 10: ACCOUNTABILITY
Accountability of Board and Management

The Board provides shareholders with quarterly and annual financial results. Results for the first 3 quarters are released to
shareholders within 45 days of the end of each quarter whilst the annual results are released within 60 days from the financial
year end. In presenting the Group’s annual and quarterly results, the Board aims to provide shareholders with a balanced
and understandable assessment of the Group’s performance and financial position with a commentary at the date of the
announcement of the significant trends and competitive conditions of the industry in which it operates.

For the financial year under review, the Board was provided with a representation letter by the CEO and/or the CFO in
connection with the issue of the unaudited quarterly financial statements of the Group confirming that to the best of their
knowledge and belief, nothing has come to their attention which may render the financial statements to be false or misleading
in any material respect. The CEO and the CFO also received similar representation letters from the various business units
within the Group. The Board in turn provided a negative assurance confirmation to the shareholders in accordance with the
regulatory requirements.

Management provides all Directors with monthly financial summary of the Group’s performance.

PRINCIPLE 11: AUDIT COMMITTEE

Composition of AC

The AC comprises 3 NEDs, all of whom including the chairman of the AC are independent. The AC believes that it has
sufficient financial management expertise and experience amongst its members to discharge its functions within its written
terms of reference.

Powers and Duties of the AC

The AC is authorised by the Board to investigate any matters it deems appropriate within its terms of reference and has full
access to and co-operation of Management. It may invite any Director, officer or employee of the Group to attend its meetings
and is also authorised to seek external professional advice to enable it to discharge its functions.

The principal responsibility of the AC is to assist the Board in maintaining a high standard of corporate governance,
particularly by providing an independent review of the effectiveness of the Group’s financial reporting process (including
reviewing the accounting policies and practices of the Company) and key internal controls, including financial, operational,
compliance and risk management controls. Other duties within its written terms of reference include:

- to review with Management and, where appropriate, with the external auditors the quarterly and full year
tinancial statements to be issued by the Group before their submission to the Board to ensure their adequacy,
accuracy and fairness;

- to review and approve the audit plans of the external and internal auditors;

- to review, on an annual basis, the scope and results of the external audit and its cost-effectiveness and the
independence and objectivity of the external auditors, and also to review on a periodic basis the nature and
extent of any non-audit services provided by the external auditors to the Group;

- to review the effectiveness of the internal audit (“IA”) function;
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- to review quarterly and/or annually, as applicable, with Management, the internal and external auditors
the results of their review and evaluation of the relevant Group companies” key internal controls, including
financial, operational and compliance controls, and risk management policies and systems;

- to make recommendations to the Board on the nomination for the appointment, re-appointment and removal
of external auditors, and to approve the remuneration and terms of engagement of the external auditors; and

- to review interested person transactions falling within the scope of Chapter 9 of the Listing Manual.

The AC held 5 meetings during the year and carried out its duties as set out within its terms of reference. The Company
Secretary maintains records of all AC meetings including records of key deliberations and decisions taken. The AC meets
with the internal and external auditors, each separately without the presence of Management, annually.

For the financial year under review, the AC conducted a self-assessment of its own effectiveness in the discharge of its roles
and responsibilities. The assessment was facilitated through the use of a self-assessment checklist (AC Self-Assessment
Checklist”), based on the guidance from the Guidebook for Audit Committees in Singapore issued in October 2008 (“ACGC
Guidebook”).

The AC Self-Assessment Checklist covered the AC’s terms of reference, composition, meetings, training and resources,
financial reporting, internal financial controls and risk management systems, internal and external audit processes,
whistle-blowing, relationships with the Board, communication with shareholders and contribution of AC members to the
AC deliberations and decisions.

Based on the self-assessment, the AC believes that it has fulfilled its responsibilities and discharged its duties as set out in the
AC’s terms of reference.

External Auditors

Taking cognizance that the external auditors should be free from any business or other relationships with the Group that could
materially interfere with their ability to act with integrity and objectivity, the AC undertook a review of the independence
of Ernst & Young LLP (“E&Y”) and gave careful consideration to the Company’s relationships with them during 2011. In
determining the independence of E&Y, the AC reviewed the Company’s relationships with them and considered the nature
of the provision of the non-audit services in 2011 and the corresponding fees. The AC is of the opinion that the nature and
amount of such non-audit services and fees did not impair or threaten the audit independence. Based on the review, the AC
is of the opinion that E&Y is, and is perceived to be, independent for the purpose of the Company’s statutory financial audit.
For details of the fees paid and/or payable to E&Y in respect of audit and non-audit services for FY 2011, please refer to note
25 of the Notes to the Financial Statements on page 121.

Inreviewing the nomination of E&Y for re-appointment for the financial year ending 31 December 2012, the AChad considered
the adequacy of the resources, experience and competence of E&Y. Consideration was also given to the engagement partner
and key team members’ experience in handling the audit of multi listed entities under different jurisdictions. The size and
complexity of the audit of the Group, and the number and experience of the supervisory and professional staff assigned were
taken into account. The AC had also considered the audit team’s ability to work in a co-operative manner with Management
whilst maintaining integrity and objectivity.

E&Y has confirmed that they are registered with ACRA in accordance with Rule 712(2) of the Listing Rules issued by

SGX-ST. On the basis of the above, the AC has recommended to the Board the nomination of E&Y for re-appointment as
external auditors of the Company at the 2012 AGM.
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Interested Person Transactions

On 30 May 2003, the Company obtained shareholders’ approval for the Company, its subsidiaries and its associated companies
not listed on the SGX-ST or an approved exchange, over which the Company;, its subsidiaries and/or interested persons have
control, to enter into transactions within the categories of Interested Person Transactions set out in the Company’s circular
to shareholders dated 5 May 2003, with such persons within the class or classes of Interested Persons as described in the
said circular, provided that such transactions are entered into in accordance with the review procedures set out in the said
circular (the “IPT Mandate”). The IPT Mandate was last renewed at the AGM held on 19 April 2011. As such Interested
Person Transactions may occur at any time, and to allow the Group to undertake such transactions in an expeditious manner,
shareholders’ approval will be sought at the coming AGM for the renewal of the IPT Mandate.

The AC has confirmed that an independent financial adviser’s opinion is not required for the renewal of the IPT Mandate as
the methods and procedures for determining the transaction prices of the Interested Person Transactions conducted under
the IPT Mandate have not changed since the IPT Mandate was obtained on 30 May 2003, and such methods and procedures
continue to be sufficient to ensure that these Interested Person Transactions will be carried out on normal commercial terms
and will not be prejudicial to the interests of the Company and its minority shareholders.

Particulars of Interested Person Transactions required to be disclosed under Rule 907 of the Listing Manual of the SGX-ST
are as follows:

Name of Interested Person

Aggregate value of all Interested
Person Transactions in FY 2011
(excluding transactions less
than $100,000 and transactions
conducted under the IPT
Mandate pursuant to Rule 920)

Aggregate value of all Interested
Person Transactions conducted
in FY 2011 under the IPT
Mandate pursuant to Rule 920
(excluding transactions less than
$100,000)

$°000

$°000

Hong Leong Investment Holdings

Provision of

Nil

Pte. Ltd. group of companies management services
by Interested Persons

to the Group : 515

The above Interested Person Transactions were carried out on normal commercial terms and were not prejudicial to the
interests of the Company and its minority shareholders.

Whistle-blowing Policy

HLA has in place a whistle-blowing policy where staff of the Group can raise in confidence concerns on possible improprieties
relating to accounting, financial reporting, internal controls and auditing matters as well as breach of the internal code of
business conduct and ethics, without fear of reprisals in any form. The AC has the responsibility of overseeing this policy which
is administered by the Group Internal Audit Manager. Under these procedures, arrangements are in place for independent
investigation of such matters raised and for appropriate follow up action to be taken. A dedicated whistle-blowing email
account has been set up to receive complaints and information from all employees of the Group in order to facilitate and
encourage the reporting of such matters.
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PRINCIPLE 12: INTERNAL CONTROLS
Internal Controls

The Directors recognise that they have overall responsibility to ensure proper financial reporting for the Group and
effectiveness of the Group’s system of internal controls including financial, operational and compliance controls, and risk
management policies and systems. The boards of the Group’s separately listed subsidiaries, namely China Yuchai International
Limited and Tasek Corporation Berhad, are responsible for the oversight of their respective groups’ internal control and risk
management systems and Directors rely on the Company’s nominees to the board of directors of these listed subsidiaries
to provide oversight together with the other board members on the adoption and implementation of appropriate corporate
governance practices, internal control and risk management systems.

The internal controls structure of the Group has been designed and put in place by management of the Group’s business units
to provide reasonable assurance against material financial misstatements, for the safeguarding of assets, for the maintenance
of proper accounting records, for the provision of financial and other information with integrity, reliability and relevance,
and in compliance with applicable laws and regulations. However, no internal controls system can provide absolute assurance
in view of inherent limitations of any internal controls system against the occurrence of human and system errors, poor
judgement in decision-making, losses, fraud or other irregularities.

The AC reviewed the adequacy of the Group’s key internal controls that address the Group’s financial, operational and
compliance risks, with the assistance of the internal and external auditors and Management, who provide regular reports
during the year to the AC in addition to the briefings and updates provided at the AC meetings.

Based on the work performed by the internal auditors during the financial year, as well as the statutory audit by E&Y, and the
assurance from Management, the Board, with the concurrence of the AC, is of the opinion that, in the absence of any evidence
to the contrary, the system of internal controls in place is adequate to address in all material respects the financial, operational
and compliance risks within the current scope of the Group’s business operations.

PRINCIPLE 13: INTERNAL AUDIT
Reporting Line and Qualifications

The IA function is independent of the activities it audits. The Group IA Manager’s primary reporting line is to the chairman
of the AC with an administrative line of reporting to the Executive Director of the Company. The AC meets the Group IA
Manager at least once annually without the presence of Management. The Group IA Manager has unfettered access to the
AC, the Board and Management.

IA operates within the framework stated in its Internal Audit Charter which is approved by the AC. The standards of the IA
Charter are consistent with the International Standards for the Professional Practice of Internal Auditing set by the Institute
of Internal Auditors.

Role and Activities of IA

The primary role of the IA is to assist the Board to evaluate the reliability, adequacy and effectiveness of the internal controls
and risk management processes of the Group (other than the Group’s separately listed subsidiaries which have their own IA
functions). IA’s coverage extends to the review and testing of controls in areas of key risks which include credit risks, market
risks and operational risks (including finance and accounting risks).

The AC approved the annual IA plan for 2011 in November 2010 and received regular reports during 2011 on the progress
of the audit work under the IA plan. Copies of IA reports are extended to relevant members of Management. IA reports are
also provided to the external auditors. Processes are in place such that recommendations raised in IA reports are followed up
to ensure that they are dealt with within a reasonable time frame, taking into account the severity and nature of the control
weaknesses identified. The AC is apprised regularly on the implementation by Management of the recommendations of TA.
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Adequacy of IA Function

The Company has a well-established IA function with formal procedures for the internal auditors to report their audit
findings to the AC and to Management. The IA attends outside training programmes to keep abreast of developments. As the
IA team members are also members of the Institute of Internal Auditors of Singapore and chartered member of professional
bodies, the team receives regular updates on the latest development of internal audit policies and practices, accounting
pronouncements, risk-based audit information and other audit related knowledge from time to time. The AC reviews the
adequacy of the IA function through a review of the IA activities on a quarterly basis and is satisfied that the IA function has
adequate resources and appropriate standing within the Group to perform its functions properly.

COMMUNICATION WITH SHAREHOLDERS
PRINCIPLE 14: COMMUNICATION WITH SHAREHOLDERS

The Company announces its quarterly and full year results within the mandatory period. The financial statements and other
presentation materials presented at the Company’s general meetings, including material and price-sensitive information, are
disseminated and publicly released via SGXNET on a timely basis. All shareholders of the Company receive the annual report
of the Company and the notice of AGM, which notice is also advertised in the press and released via SGXNET. Shareholders
and investors can access information on the Company at its website at www.hlasia.com.sg which provides, inter alia, corporate
announcements, press releases and the latest financial results as disclosed by the Company on SGXNET.

From time to time, Management holds briefings with analysts to coincide with the release of the Group’s results. In addition,
Management takes an active role in investor relations, meeting and attending conference calls with local and foreign fund
managers and analysts as well as participating in roadshows and conferences both locally and overseas.

PRINCIPLE 15: GREATER SHAREHOLDER PARTICIPATION

At general meetings of the Company, shareholders are given the opportunity to communicate their views and encouraged to
ask the Directors and Management questions regarding matters affecting the Group. The chairmen of the AC, NC, RC and
Share Option Scheme Committee, and the external auditors were present at the last AGM, and will endeavour to be present
at the forthcoming AGM to assist the Directors in addressing queries raised by the shareholders.

The Company provides for separate resolutions at general meetings on each substantial issue, including treating the re-
election or re-appointment of each Director as a separate subject matter. Detailed information on each item in the AGM
agenda is provided in the explanatory notes to the Notice of the AGM in the AR. The Company also maintains minutes of the
AGM, which includes the key comments and queries raised by shareholders and the responses from the Board, Management
and/or the external auditors.

In accordance with the Articles of Association of the Company, shareholders may appoint one or two proxies to attend and
vote at general meetings in their absence. All shareholders are allowed to vote in person or by proxy. CPF investors of the
Company’s securities may attend shareholders’ meetings as observers provided they have submitted their requests to do so
with their agent banks within a specified timeframe. As the authentication of shareholder identity information and other
related integrity issues still remain a concern, the Company has decided, for the time being, not to implement voting in
absentia by mail, email or facsimile.

RISK MANAGEMENT

An organisational risk management framework has been established by Management to formalise and document the internal
processes to enable significant business risks within the relevant Group companies to be identified, assessed, monitored,
managed and evaluated. Reports on risk management issues are presented by the Group IA Manager who also acts as the Risk
Coordinator, to the AC on a regular basis. The IA has responsibility to audit compliance of risk management processes by the
relevant business units.

16 March 2012
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36.

directors’
report

The directors are pleased to present their report to the members together with the audited financial statements of Hong Leong
Asia Ltd. (the “Company”) and its subsidiaries (collectively, the “Group”), for the financial year ended 31 December 2011.

DIRECTORS

The directors of the Company in office at the date of this report are:

Kwek Leng Beng

Kwek Leng Peck

Yuen Kin Pheng, Francis (Appointed on 18 May 2011)
Ernest Colin Lee

Goh Kian Hwee

Quek Shi Kui

ARRANGEMENTS TO ENABLE DIRECTORS TO ACQUIRE SHARES OR DEBENTURES

Except as disclosed under the section on “Share Options” in this report, neither at the end of nor at any time during the
financial year was the Company a party to any arrangements whose objects are, or one of whose objects is, to enable the
directors of the Company to acquire benefits by means of the acquisition of shares in or debentures of the Company or any
other body corporate.

DIRECTORS’ INTERESTS IN SHARES OR DEBENTURES

The following directors who held office at the end of the financial year had, according to the register of directors’ shareholdings
required to be kept under Section 164 of the Singapore Companies Act, Chapter 50 (the “Companies Act”), interests (including
those of their spouses and infant children) in the following shares and/or share options of the Company and its related
corporations:

Holdings in which the director, his spouse and infant
children have a direct interest

At beginning

of the year
or date of Atend
appointment of the year

The Company
Ordinary Shares

Kwek Leng Beng 660,000 660,000
Kwek Leng Peck 1,430,000 1,680,000
Ernest Colin Lee 50,000 50,000
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DIRECTORS’ INTERESTS IN SHARES OR DEBENTURES (CONT’D)

Holdings in which the director, his spouse and infant
children have a direct interest

At beginning
of the year
or date of Atend
appointment of the year
The Company
Options to subscribe for the following number of ordinary shares
under the Hong Leong Asia Share Option Scheme 2000
Kwek Leng Peck 420,000 470,000
Yuen Kin Pheng, Francis 200,000 200,000
Ultimate Holding Company
Hong Leong Investment Holdings Pte. Ltd.
Ordinary Shares
Kwek Leng Beng 2,320 2,320
Kwek Leng Peck 10,921 10,921
Related Corporations
Hong Leong Finance Limited
Ordinary Shares
Kwek Leng Beng 4,603,567 4,603,567
Kwek Leng Peck 517,359 517,359
Options to subscribe for the following number of ordinary shares
under the Hong Leong Finance Share Option Scheme 2001
Kwek Leng Beng 3,560,000 3,920,000
Hong Leong Holdings Limited
Ordinary Shares
Kwek Leng Beng 259,000 259,000
Kwek Leng Peck 381,428 381,428
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DIRECTORS’ INTERESTS IN SHARES OR DEBENTURES (CONT’D)

Holdings in which the director, his spouse and infant
children have a direct interest

At beginning
of the year
or date of Atend
appointment of the year
Related Corporations (cont’d)
Hong Realty (Private) Limited
Ordinary Shares
Kwek Leng Beng 1,110 1,110
Kwek Leng Peck 150 150
City Developments Limited
Ordinary Shares
Kwek Leng Beng 397,226 397,226
Kwek Leng Peck 43,758 43,758
Preference Shares
Kwek Leng Beng 144,445 144,445
City e-Solutions Limited
Ordinary Shares of HK$1 each
Kwek Leng Beng 3,286,980 3,286,980
Kwek Leng Peck 2,082,200 2,082,200
Millennium & Copthorne Hotels New Zealand Limited
Ordinary Shares
Kwek Leng Beng 3,000,000 3,000,000
Sun Yuan Holdings Pte. Ltd.
Ordinary Shares
Kwek Leng Beng 15,000,000 15,000,000
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DIRECTORS’ INTERESTS IN SHARES OR DEBENTURES (CONT’D)

Other holdings in which the director is deemed to
have an interest

At beginning
of the year
or date of Atend
appointment of the year
Ultimate Holding Company
Hong Leong Investment Holdings Pte. Ltd.
Ordinary Shares
Kwek Leng Beng 40,744 40,744

The directors’ interests in the Company as at 31 December 2011 disclosed above remained unchanged as at 21 January 2012.

Except as disclosed in this report, no director who held office at the end of the financial year had interests in shares, share
options, warrants and/or debentures of the Company, or of its related corporations, either at the beginning of the financial
year, or date of appointment if later, or at the end of the financial year.

DIRECTORS’ CONTRACTUAL BENEFITS

During the financial year, the Company and/or its related corporations have in the normal course of business entered into
transactions with directors and/or their affiliated parties, being related parties and parties in which some of the directors are
deemed to have an interest, with the directors having disclosed their interests in such transactions pursuant to Section 156 of
the Companies Act. Such transactions may comprise loans, deposits, provision of nominee and corporate advisory services,
foreign exchange transactions, insurance transactions, property-related transactions, construction-related transactions,
industrial-related transactions, consumer-related transactions, investing in real estate used for hospitality and/or hospitality-
related purposes, purchase/sale of investments, property, industrial and consumer biodegradable and non-biodegradable
products, goods including vehicles, parts and accessories and provision and receipt of after-sales services, hotel-related
transactions, procurement services, information technology services, e-commerce-related transactions, management and
consultancy services and/or other transactions carried out on normal commercial terms and in the normal course of business
of the Company and/or its related corporations.

However, the directors have neither received nor become entitled to receive any benefit arising out of these transactions other
than those to which they may be entitled as customers, suppliers, directors and members of these corporations.

Except as disclosed above and in the financial statements, and except for remuneration and professional fees received from
the related corporations, since the end of the last financial year, no director of the Company has received or become entitled
to receive a benefit by reason of a contract made by the Company and/or its related corporations with the director, or with a
firm of which he is a member or with a company in which he has a substantial financial interest.
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SHARE OPTIONS

(A)

HONG LEONG ASIA SHARE OPTION SCHEME 2000 (THE “SHARE OPTION SCHEME”)

The Share Option Scheme was approved by the shareholders at the extraordinary general meeting of the Company
held on 30 December 2000 for an initial duration of 10 years (from 30 December 2000 to 29 December 2010). At the
annual general meeting (“AGM”) of the Company held on 29 April 2010, the shareholders approved the extension of
the duration of the Share Option Scheme for a further period of 10 years from 30 December 2010 to 29 December
2020. Other than the extension of the duration of the Share Option Scheme, all other rules of the Share Option Scheme
remain unchanged.

The Share Option Scheme is administered by a committee comprising the following members:

Ernest Colin Lee — Chairman
Kwek Leng Peck

Quek Shi Kui

Goh Kian Hwee

The Share Option Scheme provides the Company with the flexibility of granting options to participants at Market
Price (as defined in the Share Option Scheme) and/or with a discount (either up-front or on a deferred basis) to the
Market Price. All options granted to date under the Share Option Scheme are at Market Price.

Under the Share Option Scheme, Market Price Options (as defined in the Share Option Scheme) granted to:

(1) Group Employees and Parent Group Employees (both as defined in the Share Option Scheme) may be exercised
one year after the date of the grant and will have a term of ten years from the date of the grant; and

(i)  Group Non-Executive Directors, Parent Group Non-Executive Directors and Associated Company Employees
(all three as defined in the Share Option Scheme) may be exercised one year after the date of the grant and will
have a term of five years from the date of the grant.

The aggregate number of ordinary shares in the capital of the Company (“Shares”) over which options may be
granted under the Share Option Scheme on any date, when added to the number of Shares issued and issuable in
respect of all options granted under the Share Option Scheme shall not exceed 15% of the total number of issued
Shares excluding treasury shares, if any, on the day preceding the relevant date of grant. The aggregate number
of Shares which may be offered by way of grant of options to Parent Group Employees and Parent Group Non-
Executive Directors collectively under the Share Option Scheme shall not exceed 20% of the total number of Shares
available under the Share Option Scheme.
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report

During the financial year, the following options were granted to Group Employees under the Share Option Scheme:

Exercise price

Date of grant per share
5/1/2011 $3.17
18/5/2011 $2.62

Number of Shares
under options

1,190,000

200,000

Exercise period

5/1/2012 to 4/1/2021
18/5/2012 to 17/5/2021

(1) Details of options granted to the directors of the Company who held office at the end of the financial year are

as follows:

Aggregate
Shares
under options
granted
Shares since
under commencement
options of the
granted Share Option
during Scheme
Name of financial to end of
director year financial year
Kwek Leng Beng - 660,000
Kwek Leng Peck 300,000 2,150,000

Yuen Kin Pheng,
Francis 200,000 200,000
Ernest Colin Lee - 150,000

Aggregate
Shares

under options
exercised
since
commencement
of the

Share Option
Scheme

to end of
financial year

660,000

1,680,000

150,000

Aggregate
Shares

under options
outstanding
as atend of
financial year

470,000

200,000

There were no existing Shares transferred to the directors during the financial year.

Number of new
Shares issued
during
financial year

250,000
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SHARE OPTIONS (CONT’D)
(B) OPTIONS GRANTED UNDER THE SHARE OPTION SCHEME (CONT’D)

(ii)  None of the participants were regarded by the directors as controlling shareholders of the Company.

(iii)  None of the participants were granted options representing 5% or more of the total number of Shares under
options available under the Share Option Scheme.

(iv)  None of the Parent Group Employees were granted options representing 5% or more of the total number of
Shares under options available under the Share Option Scheme to all Parent Group Employees and Parent
Group Non-Executive Directors. A total of 1,080,000 Shares under options were granted to Parent Group
Employees since the commencement of the Share Option Scheme to the end of the financial year under review.

(v)  Except for options granted to persons in their capacity as Group Employees or Group Non-Executive Directors
or Parent Group Employees, no other options have been granted by the Company to any other categories of
persons since the commencement of the Share Option Scheme.

(vi)  All options granted under the Share Option Scheme are subject to a vesting schedule as follows:

(1)  one year after the date of grant for up to 33% of the Shares over which the options are exercisable;

2) two years after the date of grant for up to 66% (including (1) above) of the Shares over which the options
are exercisable; and

3) three years after the date of grant for up to 100% (including (1) and (2) above) of the Shares over which
the options are exercisable.

(vii) The persons to whom these options have been granted do not have the right to participate by virtue of the
options in any share issue of any other company.
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There were a total of 1,290,000 unissued Shares under the options granted pursuant to the Share Option Scheme at
the end of the financial year. Details of the options to subscribe for Shares including those granted to the directors of
the Company are as follows:

Number of Number of Number of
options options option
Exercise outstanding Options outstanding holders
Date of price at Options Options cancelled/ at at Exercise
grant per share 1 January 2011 granted  exercised lapsed 31 December 2011 31 December 2011 period
10/1/2007 $1.88 85,000 - (85,000) - - - 10/1/2008 to 9/1/2017
15/5/2008 $2.36 353,200 - (183,200) - 170,000 1 15/5/2009 to 14/5/2018
15/5/2008 $2.36 300,000 - - - 300,000 1 15/5/2009 to 14/5/2013*
5/6/2009 $1.42 67,000 - (67,000) - - - 5/6/2010 to 4/6/2019
5/1/2011 $3.17 - 1,190,000 - (570,000) 620,000 7 5/1/2012 to 4/1/2021
18/5/2011 $2.62 - 200,000 - - 200,000 1 18/5/2012 to 17/5/2021
Total 805,200 1,390,000  (335,200) (570,000) 1,290,000
* Relates to options granted to a former Group Employee who had been reclassified as a Group Non-Executive Director on
1 October 2008.
Except as disclosed above, during the financial year, there were:
(1) no options granted by the Company or its subsidiaries to any person to take up unissued shares of the Company

or its subsidiaries; and

(i)  nosharesissued by virtue of any exercise of option to take up unissued shares of the Company or its subsidiaries.
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AUDIT COMMITTEE

The Audit Committee (“AC”) comprises three members who are independent. The members of the AC at the date of this
report are:

Quek Shi Kui - Chairman
Ernest Colin Lee
Goh Kian Hwee

The AC has held five meetings since the date of the last directors’ report and carried out the functions of an audit committee
as specified in the Companies Act. In carrying out its functions, the AC reviewed the overall scope of both internal and
external audits and the assistance given by the Company’s officers to the auditors. It met with the Company’s internal and
external auditors to discuss the results of their respective examinations and their evaluation of the Group’s system of internal
controls. The AC also reviewed the consolidated financial statements and the financial statements of the Company for the
year ended 31 December 2011 as well as the auditors’ report thereon.

The AC has recommended to the Board of Directors that the auditors, Ernst & Young LLP, be nominated for re-appointment
as auditors at the forthcoming AGM of the Company.

AUDITORS

Ernst & Young LLP have expressed their willingness to accept re-appointment as auditors.

On behalf of the Board of Directors

Kwek Leng Peck Yuen Kin Pheng, Francis
Director Director
16 March 2012
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We, Kwek Leng Peck and Yuen Kin Pheng, Francis, being two of the directors of Hong Leong Asia Ltd., do hereby state that,
in the opinion of the directors:

(1) the accompanying balance sheets, consolidated income statement, consolidated statement of comprehensive income,
statements of changes in equity, and consolidated cash flow statement together with notes thereto are drawn up so as
to give a true and fair view of the state of affairs of the Group and of the Company as at 31 December 2011 and the
results of the business and changes in equity and cash flows of the Group and the changes in equity of the Company
for the year ended on that date, and

(ii)  atthe date of this statement, there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they fall due.

On behalf of the Board of Directors

Kwek Leng Peck Yuen Kin Pheng, Francis
Director Director
16 March 2012
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independent

auditors’ report
for the financial year ended 31 December 2011

TO THE MEMBERS OF HONG LEONG ASIA LTD.
Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Hong Leong Asia Ltd. (the Company) and its
subsidiaries (collectively, the Group) set out on pages 48 to 156, which comprise the balance sheets of the Group and the
Company as at 31 December 2011, the statements of changes in equity of the Group and the Company and the consolidated
income statement, consolidated statement of comprehensive income and consolidated cash flow statement of the Group for
the year then ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation of consolidated financial statements that give a true and fair view in
accordance with the provisions of the Singapore Companies Act (the Act) and Singapore Financial Reporting Standards, and
for devising and maintaining a system of internal accounting controls sufficient to provide a reasonable assurance that assets
are safeguarded against loss from unauthorised use or disposition; and transactions are properly authorised and that they are
recorded as necessary to permit the preparation of true and fair profit and loss accounts and balance sheets and to maintain
accountability of assets.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our
audit in accordance with Singapore Standards on Auditing. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation of the consolidated financial statements
that give a true and fair view in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

HONG LEONG ASIA LTD. « ANNUAL REPORT 2011



47.

independent

auditors’ report
for the financial year ended 31 December 2011

Opinion

In our opinion, the consolidated financial statements of the Group and the balance sheet and statement of changes in equity
of the Company are properly drawn up in accordance with the provisions of the Act and Singapore Financial Reporting
Standards so as to give a true and fair view of the state of affairs of the Group and of the Company as at 31 December 2011
and the results and changes in equity and cash flows of the Group for the year ended on that date.

Report on Other Legal and Regulatory Requirements

In our opinion, the accounting and other records required by the Act to be kept by the Company and by those subsidiaries
incorporated in Singapore of which we are the auditors have been properly kept in accordance with the provisions of the Act.

Ernst & Young LLP

Public Accountants and
Certified Public Accountants
Singapore

16 March 2012
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balance

sheets
as at 31 December 2011

Non-current assets

Property, plant and equipment
Land use rights

Intangible assets

Investment in subsidiaries
Interests in associates

Interests in jointly-controlled entities
Investment properties

Other investments
Non-current receivables
Deferred tax assets

Current assets

Inventories

Development properties

Other investments

Trade and other receivables
Cash and short-term deposits
Assets classified as held-for-sale

Total assets

Note

14
15
11
16
17
18

Group Company
2011 2010 1.1.2010 2011 2010
$°000 $°000 $°000 $°000 $°000

(restated) (restated)

1,275,919 1,141,147 1,135,447 685 351
135,309 123,438 115,118 - -
72,117 69,580 68,733 603 583
- - - 210,824 213,824
61,449 55,218 56,561 13,726 13,816
23 - - - -
- 7,055 7,008 - -
4,007 2,101 2,259 - -
5,684 12,666 6,790 - -
101,352 87,502 67,704 7 3
1,655,860 1,498,707 1,459,620 225,845 228,577
733,424 746,397 669,287 - -
11,390 15,764 18,879 - -
9,265 12,596 1,331 16 37
1,830,859 1,291,097 940,231 238,472 183,608
1,208,450 1,168,143 1,076,233 1,913 1,125
15,285 34,928 81,556 7,500 36,499
3,808,673 3,268,925 2,787,517 247,901 221,269
5,464,533 4,767,632 4,247,137 473,746 449,846

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Current liabilities

Trade and other payables
Provisions

Loans and borrowings

Current tax payable

Liabilities classified as held-for-sale

Net current assets

Non-current liabilities
Loans and borrowings
Deferred tax liabilities
Deferred grants
Retirement benefits

Total liabilities
Net assets

Equity attributable to
owners of the Company

Share capital
Reserves

Non-controlling interests
Total equity
Total equity and liabilities

Note

22
23
21

18

21
13

19
20

49.

balance

sheets
as at 31 December 2011

Group Company
2011 2010 1.1.2010 2011 2010
$°000 $°000 $°000 $°000 $°000

(restated) (restated)

1,936,819 2,097,200 1,815,192 19,030 27,442
82,602 89,938 66,371 - -
964,080 235,333 269,373 142,993 116,597
35,605 49,648 45,453 - -
7,635 19,066 4,586 - -
3,026,741 2,491,185 2,200,975 162,023 144,039
781,932 777,740 586,542 85,878 77,230
233,656 220,680 256,642 - -
42,047 37,999 32,198 27 45
65,404 46,192 36,735 - -
233 241 221 - -
341,340 305,112 325,796 27 45
3,368,081 2,796,297 2,526,771 162,050 144,084
2,096,452 1,971,335 1,720,366 311,696 305,762
266,830 266,143 264,996 266,830 266,143
587,387 512,911 446,997 44,866 39,619
854,217 779,054 711,993 311,696 305,762
1,242,235 1,192,281 1,008,373 - -
2,096,452 1,971,335 1,720,366 311,696 305,762
5,464,533 4,767,632 4,247,137 473,746 449,846

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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for the financial year ended 31 December 2011

Continuing operations

Revenue

Cost of sales

Gross profit

Other item of income
Other income

Other items of expense

Selling and distribution expenses

Research and development expenses

General and administrative expenses

Finance costs

Profit from continuing operations

Share of profit of associates and jointly-controlled entities, net of income tax
Profit before income tax from continuing operations

Income tax expense

Profit from continuing operations, net of tax

Discontinued operations
(Loss)/profit from discontinued operations, net of tax
Profit for the year

Attributable to:

Owners of the Company

Profit from continuing operations, net of tax
(Loss)/profit from discontinued operations, net of tax

Non-controlling interests
Profit from continuing operations, net of tax
(Loss)/profit from discontinued operations, net of tax

Earnings per share from continuing operations
attributable to owners of the Company (cents per share)

- Basic

- Diluted

Earnings per share (cents per share)
- Basic
- Diluted

Note

24

26

25
28

29

30
30

Group

2011 2010
$°000 $°000
(restated)

4,625,545 5,101,472
(3,566,859) (3,830,058)
1,058,686 1,271,414
64,568 70,760
(500,394) (564,468)
(85,646) (85,212)
(205,391) (189,912)
(55,943) (49,007)
275,880 453,575
10,283 12,511
286,163 466,086
(36,714) (73,149)
249,449 392,937
(3,107) 1,539
246,342 394,476
83,841 126,030
(535) 982
83,306 127,012
165,608 266,907
(2,572) 557
163,036 267,464
22.43 33.74
22.43 33.70
22.29 34.01
22.29 33.96

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Group
2011 2010
$°000 $°000
(restated)
Profit for the year 246,342 394,476
Other comprehensive income
Exchange differences on translation of financial statements of
foreign subsidiaries and associates 57,746 (84,933)
Net fair value changes (2,470) 5,041
Other comprehensive income for the year, net of income tax 55,276 (79,892)
Total comprehensive income for the year 301,618 314,584
Attributable to:
Owners of the Company 94,646 102,805
Non-controlling interests 206,972 211,779
Total comprehensive income for the year 301,618 314,584
Attributable to:
Owners of the Company
Total comprehensive income from continuing operations, net of tax 94,634 102,489
Total comprehensive income from discontinued operations, net of tax 12 316
Total comprehensive income for the year attributable to owners of the Company 94,646 102,805

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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54.

statement of
changes
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for the financial year ended 31 December 2011
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Operating activities
Profit before income tax from continuing operations
(Loss)/profit before income tax from discontinued operations
Adjustments for:
Share of profit of associates and jointly-controlled entities, net of income tax
Cost/(reversal) of share-based payments
Depreciation and amortisation
Allowance written back for inventories written down
Impairment losses recognised/(written back) for trade and other receivables

Impairment losses recognised on property, plant and equipment, development
properties and assets classified as held-for-sale

Property, plant and equipment written off
Intangible assets written off
Finance costs
Dividend income from other investments
Interest income
(Gain)/loss on disposal of:
- subsidiaries
- associates
- property, plant and equipment
- land use rights
- investment property
- assets held-for-sale
Fair value gain on investments
Provisions for warranties and other costs, net
Operating cash flows before changes in working capital
Changes in working capital:
Inventories
Trade and other receivables
Trade and other payables
Provisions utilised
Cash flows (used in)/from operations
Income taxes paid
Net cash flows (used in)/from operating activities

Note

29

27
25
25
16

25
25
25
26
25
25

25

25

25

25

25

23

55.

consolidated

cash flow statement
for the financial year ended 31 December 2011

Group

2011 2010

$°000 $°000
(restated)

286,163 466,086

(3,070) 1,941
(10,283) (12,511)
570 (72)

126,302 111,299
(5,663) (22,700)
28 (2,604)

6,780 5,947

291 1,404

562 1,521

55,943 49,007
(381) (36)
(17,071) (19,627)
471 (702)
682 (1,174)
2,306 (19,352)

(1,894) -

1,155 -

(24,567) 435
- (1,338)

92,370 126,080

510,694 683,604
46,788 (99,892)
(473,294) (427,455)

(216,385) 401,817
(102,395) (99,001)

(234,592) 459,073
(62,619) (83,874)

(297,211) 375,199

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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56.

consolidated
cash flow statement

for the financial year ended 31 December 2011

Investing activities

Acquisition of non-controlling interests in subsidiaries

Investment in associates

Dividends received from:

- associates

- other investments

Interest received

Purchase of:

- intangible assets

- property, plant and equipment

Payment for land use rights

Proceeds from disposal of:

- subsidiaries, net of cash disposed

- associates and jointly-controlled entities
- property, plant and equipment

- land use rights

- investment property

- assets held-for-sale

Net cash flows used in investing activities

Group

Note 2011 2010
$°000 $°000
(restated)
(55,775) (11,915)

(764) -

3,206 2,750

25 381 36
19,277 19,628

5 (3,702) (3,171)
3 (253,594) (178,531)
4 (16,664) (16,472)
- 452

867 12,925

30,945 37,307

3,671 367

7,915 -

35,650 62,250

(228,587) (74,374)

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Financing activities

Dividends paid to:

- non-controlling interests of subsidiaries

- shareholders of the Company

Interest paid

Proceeds from borrowings

Proceeds from issuance of bonds

Release of fixed deposits pledged with banks for banking facilities
Proceeds from share issues

Capital reduction by a subsidiary

Capital contribution by non-controlling interests of subsidiaries
Grant received from government

Repayments in respect of borrowings

Repayment of obligation under finance leases

Net cash flows from/(used in) financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year

Effect of exchange rate changes on balances held in foreign currencies

Cash and cash equivalents reclassified to assets held-for-sale
Cash and cash equivalents at the end of the financial year

Note:

Note

31

19

17

17

57.

consolidated

cash flow statement
for the financial year ended 31 December 2011

Group

2011 2010
$°000 $°000
(restated)
(90,532) (24,603)
(37,383) (37,354)
(62,866) (51,680)
343,234 194,104
465,677 -
5 20,915

687 1,147
- (6,993)

- 9,456
19,536 11,514
(94,692) (256,196)
(5,426) (1,782)
538,240 (141,472)
12,442 159,353
1,167,479 1,054,674
28,350 (41,737)
- (4,811)
1,208,271 1,167,479

Cash and bank balances totalling $891,773,000 (2010: $1,084,665,000) are held in countries which operate foreign exchange controls.

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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58.

consolidated

cash flow statement
for the financial year ended 31 December 2011

The value of assets and liabilities of subsidiaries that were liquidated/disposed as at the date of liquidation/disposal, and the
cash flow effect of the liquidation/disposal were:

Group

2011 2010

$°000 $°000
Liquidation/disposal
Non-current assets - 65
Net current assets 2 1,119
Non-controlling interests (205) (752)
Capital reserves 711 (17)
Realisation of translation differences (37) (391)
(Loss)/gain on disposal/liquidation of subsidiaries (471) 702
Total cash consideration - 726
Less: Cash and bank balance of subsidiaries disposed - (274)
Disposal of subsidiaries, net of cash disposed - 452

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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2.2

59.

notes to
the financial statements

CORPORATE INFORMATION

Hong Leong Asia Ltd. (the “Company”) is a limited liability company incorporated and domiciled in Singapore and
is listed on the Singapore Exchange Securities Trading Limited (SGX-ST). The registered office of the Company is
located at 16 Raffles Quay, #26-00 Hong Leong Building, Singapore 048581.

The principal activities of the Group and the Company have been those relating to the manufacturing and distribution
of consumer products, diesel engines and related products, industrial packaging products, biodegradable products
and building materials, and of investment holding and dealing.

The consolidated financial statements relate to the Company and its subsidiaries (referred to as the Group) and the
Group’s interests in associates and jointly-controlled entities.

The immediate and ultimate holding companies during the financial year are Hong Leong Corporation Holdings
Pte Ltd and Hong Leong Investment Holdings Pte. Ltd. respectively. These companies are incorporated in Singapore.

Related corporations during the financial year relate to companies within the Hong Leong Investment Holdings
Pte. Ltd. group.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PREPARATION

The consolidated financial statements of the Group and the balance sheet and statement of changes in equity of the
Company have been prepared in accordance with Singapore Financial Reporting Standards (FRS).

The financial statements have been prepared on the historical cost basis except as disclosed in the accounting
policies below.

The financial statements are presented in Singapore Dollars (SGD or $) and all values in the tables are rounded to the
nearest thousand ($°000) as indicated.

CHANGES IN ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the previous financial year except in the current financial
year, the Group has adopted all the new and revised standards and Interpretations of FRS (INT FRS) that are effective
for annual periods beginning on or after 1 January 2011. The adoption of these standards and interpretations did not
have any effect on the financial performance or position of the Group and the Company.
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60.

notes to
the financial statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
STANDARDS ISSUED BUT NOT YET EFFECTIVE

The Group has not adopted the following standards and interpretations that have been issued but not yet effective:

Effective for annual

periods beginning

Description on or after
Amendments to FRS 107 Disclosures - Transfer of Financial Assets 1 July 2011
Amendments to FRS 12 Deferred Tax - Recovery of Underlying Assets 1 January 2012
Amendments to FRS 1 Presentation of items of Other Comprehensive income 1 July 2012
Revised FRS 19 Employee Benefits 1 January 2013
Revised FRS 27 Separate Financial Statements 1 January 2013
Revised FRS 28 Investments in Associates and Joint Ventures 1 January 2013
FRS 110 Consolidated Financial Statements 1 January 2013
FRS 111 Joint Arrangements 1 January 2013
FRS 112 Disclosure of Interests in Other Entities 1 January 2013
FRS 113 Fair Value Measurements 1 January 2013

Except for the Amendments to FRS 12, Amendments to FRS 1, FRS 111 and revised FRS 28 and FRS 112, the directors
expect that the adoption of the other standards and interpretations above will have no material impact on the financial
statements in the period of initial application. The nature of the impending changes in accounting policy on adoption
of the Amendments to FRS 12, Amendments to FRS 1, FRS 111 and revised FRS 28 and FRS 112 are described below.

Amendments to FRS 12 Deferred Tax: Recovery of Underlying Assets

The Amendments to FRS 12 Deferred Tax: Recovery of Underlying Assets are effective for annual periods beginning
on or after 1 January 2012.

The Amendments to FRS 12 apply to the measurement of deferred tax liabilities and assets arising from investment
properties measured using the fair value model under FRS 40 Investment Property, including investment property
acquired in a business combination and subsequently measured using the fair value model. For the purposes
of measuring deferred tax, the Amendments introduce a rebuttable presumption that the carrying amount of an
investment property measured at fair value will be recovered entirely through sale. The presumption can be rebutted if
the investment property is depreciable and is held within a business model whose objective is to consume substantially
all of the economic benefits over time, rather than through sale.

The Group provides for deferred tax liabilities for its investment properties on the basis that the carrying amount
of the investment properties will be recovered through use. Upon adoption of the Amendments to FRS 12, there is
a presumption that the carrying amount of an investment property measured at fair value will be recovered entirely
through sale. Accordingly, there will be no deferred tax liability on investment properties in Singapore as there is no
capital gains tax in Singapore. The Group expects the adoption of Amendments to FRS 12 to result in a decrease in
deferred tax liabilities of the Group and a corresponding increase in retained earnings upon initial application of the
amendments.
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61.

notes to
the financial statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
STANDARDS ISSUED BUT NOT YET EFFECTIVE (CONT’D)

Amendments to FRS 1 Presentation of Items of Other Comprehensive Income

The Amendments to FRS 1 Presentation of Items of Other Comprehensive Income (OCI) is effective for financial
periods beginning on or after 1 July 2012.

The Amendments to FRS 1 changes the grouping of items presented in OCI. Items that could be reclassified to profit
or loss at a future point in time would be presented separately from items which will never be reclassified. As the
Amendments only affect the presentations of items that are already recognised in OCI, the Group does not expect any
impact on its financial position or performance upon adoption of this standard.

ERS 111 Joint Arrangements and Revised FRS 28 Investments in Associates and Joint Ventures
FRS 111 and the revised FRS 28 are effective for financial periods beginning on or after 1 January 2013.

FRS 111 classifies joint arrangements either as joint operations or joint ventures. Joint operation is a joint arrangement
whereby the parties that have joint control of the arrangement have rights to the assets and obligations for the
liabilities relating to the arrangement whereas joint venture is a joint arrangement whereby the parties that have joint
control of the arrangement have rights to the net assets of the arrangement. FRS 111 requires the determination of
joint arrangement’s classification to be based on the parties’ rights and obligations under the arrangement, with the
existence of a separate legal vehicle no longer being the key factor. FRS 111 disallows proportionate consolidation and
requires joint ventures to be accounted for using the equity method. The revised FRS 28 was amended to describe the
application of equity method to investments in joint ventures in addition to associates.

The Group currently applies proportionate consolidation for its joint ventures. Upon adoption of FRS 111, the
Group expects the change to equity accounting for these joint ventures will affect the Group’s financial statements
presentation.

ERS 112 Disclosure of Interests in Other Entities
FRS 112 is effective for financial periods beginning on or after 1 January 2013.

FRS 112 is a new and comprehensive standard on disclosure requirements for all forms of interests in other entities,
including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles. FRS 112
requires an entity to disclose information that helps users of its financial statements to evaluate the nature and risks
associated with its interests in other entities and the effects of those interests on its financial statements. The Group
is currently determining the impact of the disclosure requirements. As this is a disclosure standard, it will have no
impact to the financial position and financial performance of the Group when implemented in 2013.
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62.

notes to
the financial statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.4 BASIS OF CONSOLIDATION AND BUSINESS COMBINATIONS

(a)

Basis of consolidation
Basis of consolidation from 1 January 2010

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries
as at the end of the reporting period. The financial statements of the subsidiaries used in the preparation of
the consolidated financial statements are prepared for the same reporting date as the Company. Consistent
accounting policies are applied to like transactions and events in similar circumstances.

All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-group
transactions and dividends are eliminated in full.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains control,
and continue to be consolidated until the date that such control ceases.

Losses within a subsidiary are attributed to the non-controlling interest even if that results in a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the Group loses control over a subsidiary, it:

- De-recognises the assets (including goodwill) and liabilities of the subsidiary at their carrying amounts
at the date when controls is lost;

- De-recognises the carrying amount of any non-controlling interest;

- De-recognises the cumulative translation differences recorded in equity;
- Recognises the fair value of the consideration received;

- Recognises the fair value of any investment retained;

- Recognises any surplus or deficit in profit or loss;

- Re-classifies the Group’s share of components previously recognised in other comprehensive income to
profit or loss or retained earnings, as appropriate.

Basis of consolidation prior to 1 January 2010

Certain of the above-mentioned requirements were applied on a prospective basis. The following differences,
however, are carried forward in certain instances from the previous basis of consolidation:

- Acquisition of non-controlling interests, prior to 1 January 2010, were accounted for using the parent
entity extension method, whereby, the difference between the consideration and the book value of the
share of the net assets acquired were recognised in goodwill.
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63.

notes to
the financial statements

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.4 BASIS OF CONSOLIDATION AND BUSINESS COMBINATIONS (CONT’D)

(a)

(b)

Basis of consolidation (cont’d)
Basis of consolidation prior to 1 January 2010 (cont’d)

- Losses incurred by the Group were attributed to the non-controlling interest until the balance was
reduced to nil. Any further losses were attributed to the Group, unless the non-controlling interest had
a binding obligation to cover these. Losses prior to 1 January 2010 were not reallocated between non-
controlling interest and the owners of the Company.

- Upon loss of control, the Group accounted for the investment retained at its proportionate share of net
asset value at the date control was lost. The carrying value of such investments as at 1 January 2010 have
not been restated.

Business combinations
Business combinations from 1 January 2010

Business combinations are accounted for by applying the acquisition method. Identifiable assets acquired and
liabilities assumed in a business combination are measured initially at their fair values at the acquisition date.
Acquisition-related costs are recognised as expenses in the periods in which the costs are incurred and the
services are received.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by
the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration which is deemed to be an asset
or liability, will be recognised in accordance with FRS 39 either in profit or loss or as a change to other
comprehensive income. If the contingent consideration is classified as equity, it is not be remeasured until it is
tinally settled within equity.

In business combinations achieved in stages, previously held equity interests in the acquiree are remeasured to
fair value at the acquisition date and any corresponding gain or loss is recognised in profit or loss.

The Group elects for each individual business combination, whether non-controlling interest in the acquiree (if
any) is recognised on the acquisition date at fair value, or at the non-controlling interest’s proportionate share
of the acquiree’s identifiable net assets.

Any excess of the sum of the fair value of the consideration transferred in the business combination, the
amount of non-controlling interest in the acquiree (if any), and the fair value of the Group’s previously held
equity interest in the acquiree (if any), over the net fair value of the acquiree’s identifiable assets and liabilities
is recorded as goodwill. The accounting policy for goodwill is set out in Note 2.12(a). In instances where the
latter amount exceeds the former, the excess is recognised as gain on bargain purchase in profit or loss on the
acquisition date.
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64.

notes to
the financial statements

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.4 BASIS OF CONSOLIDATION AND BUSINESS COMBINATIONS (CONT’D)

2.5

(b)  Business combinations (cont'd)
Business combinations prior to 1 January 2010

In comparison to the above mentioned requirements, the following differences applied:

Business combinations are accounted for by applying the purchase method. Transaction costs directly
attributable to the acquisition formed part of the acquisition costs. The non-controlling interest (formerly
known as minority interest) was measured at the proportionate share of the acquiree’s identifiable net assets.

Business combinations achieved in stages were accounted for as separate steps. Adjustments to those fair
values relating to previously held interests are treated as a revaluation and recognised in equity. Any additional
acquired share of interest did not affect previously recognised goodwill.

When the Group acquired a business, embedded derivatives separated from the host contract by the acquiree
were not reassessed on acquisition unless the business combination resulted in a change in the terms of the
contract that significantly modified the cash flows that otherwise would have been required under the contract.

Contingent consideration was recognised if, and only if, the Group had a present obligation, the economic
outflow was more likely than not and a reliable estimate was determinable. Subsequent adjustments to the
contingent consideration were recognised as part of goodwill.

TRANSACTIONS WITH NON-CONTROLLING INTERESTS

Non-controlling interest represents the equity in subsidiaries not attributable, directly or indirectly, to owners of the
Company, and are presented separately in the consolidated statement of comprehensive income and within equity in
the consolidated balance sheets, separately from equity attributable to owners of the Company.

Changes in the Company owners’ ownership interest in a subsidiary that do not result in a loss of control are accounted
for as equity transactions. In such circumstances, the carrying amounts of the controlling and non-controlling interests
are adjusted to reflect the changes in their relative interests in the subsidiary. Any difference between the amount by
which the non-controlling interest is adjusted and the fair value of the consideration paid or received is recognised
directly in equity and attributed to owners of the Company.

Acquisition of non-controlling interests

Goodwill represents the excess of the additional investment over the Group’s additional interest in the net fair value
of the identifiable net assets, liabilities and contingent liabilities at the date of exchange. The excess of the net assets,
liabilities and contingent liabilities over the carrying value in respect of the Group’s existing interest is recorded as a
fair value adjustment and taken to equity.
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65.

notes to
the financial statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
SUBSIDIARIES

A subsidiary is an entity over which the Group has the power to govern the financial and operating policies so as to
obtain benefits from its activities.

In the Company’s separate financial statements, investments in subsidiaries are accounted for at cost less
impairment losses.

ASSOCIATES

An associate is an entity, not being a subsidiary or a joint venture, in which the Group has significant influence. An
associate is equity accounted for from the date the Group obtains significant influence until the date the Group ceases
to have significant influence over the associate.

The Group’s investments in associates are accounted for using the equity method. Under the equity method, the
investment in associates is carried in the balance sheet at cost plus post-acquisition changes in the Group’s share of
net assets of the associates. Goodwill relating to associates is included in the carrying amount of the investment and is
neither amortised nor tested individually for impairment. Any excess of the Group’s share of the net fair value of the
associate’s identifiable asset, liabilities and contingent liabilities over the cost of the investment is included as income
in the determination of the Group’ share of results of the associate in the period in which the investment is acquired.

The profit or loss reflects the share of the results of operations of the associates. Where there has been a change
recognised in other comprehensive income by the associates, the Group recognises its share of such changes in other
comprehensive income. Unrealised gains and losses resulting from transactions between the Group and the associate
are eliminated to the extent of the interest in the associate.

The Group’s share of the profit or loss of its associates is shown on the face of profit or loss after tax and non-controlling
interests in the subsidiaries of associates.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, the Group does not
recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.

After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group’s investment in its associates. The Group determines at the end of each reporting
period whether there is any objective evidence that the investment in the associate is impaired. If this is the case, the
Group calculates the amount of impairment as the difference between the recoverable amount of the associate and its
carrying value and recognises the amount in profit or loss.

The financial statements of the associates are prepared as of the same reporting date as the Company. Where necessary,
adjustments are made to bring the accounting policies in line with those of the Group.

Upon loss of significant influence over the associate, the Group measures and recognises any retained investment at its

fair value. Any difference between the carrying amount of the associate upon loss of significant influence and the fair
value of the aggregate of the retained investment and proceeds from disposal is recognised in profit or loss.
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notes to
the financial statements

2.9

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
JOINT VENTURE

A joint venture is a contractual arrangement whereby two or more parties undertake an economic activity that is
subject to joint control, where the strategic financial and operating decisions relating to the activity require the
unanimous consent of the parties sharing control. The Group recognises its interest in the joint venture using the
proportionate consolidation method. The Group combines its proportionate share of each of the assets, liabilities,
income and expenses of the joint venture with the similar items, line by line, in its consolidated financial statements.
The joint venture is proportionately consolidated from the date the Group obtains joint control until the date the
Group ceases to have joint control over the joint venture.

Adjustments are made in the Group’s consolidated financial statements to eliminate the Group’s share of intragroup
balances, income and expenses and unrealised gains and losses on such transactions between the Group and its jointly
controlled entity. Losses on transactions are recognised immediately if the loss provides evidence of a reduction in the
net realisable value of current assets or an impairment loss.

The financial statements of the joint venture are prepared as of the same reporting date as the Company. Where
necessary, adjustments are made to bring the accounting policies in line with those of the Group.

Upon loss of joint control, the Group measures and recognises any retained investment at its fair value. Any difference
between the carrying amount of the former jointly controlled entity upon loss of joint control and the aggregate of the
fair value of the retained investment and proceeds from disposal is recognised in profit or loss.

FOREIGN CURRENCY

The Group’s consolidated financial statements are presented in Singapore Dollars, which is also the Company’s
functional currency. Each entity in the Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional currency.

(a)  Transactions and balances

Transactions in foreign currencies are measured in the respective functional currencies of the Company
and its subsidiaries and are recorded on initial recognition in the functional currencies at exchange rates
approximating those ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated at the rate of exchange ruling at the end of the reporting period. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as
at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at the end
of the reporting period are recognised in profit or loss except for exchange differences arising on monetary
items that form part of the Group’ net investment in foreign operations, which are recognised initially in other
comprehensive income and accumulated under foreign currency translation reserve in equity. The foreign
currency translation reserve is reclassified from equity to profit or loss of the Group on disposal of the foreign
operation.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
FOREIGN CURRENCY (CONT’D)
(b) Consolidated financial statements

For consolidation purpose, the assets and liabilities of foreign operations are translated into SGD at the rate of
exchange ruling at the end of the reporting period and their profit or loss are translated at the exchange rates
prevailing at the date of the transactions. The exchange differences arising on the translation are recognised
in other comprehensive income. On disposal of a foreign operation, the component of other comprehensive
income relating to that particular foreign operation is recognised in profit or loss.

In the case of a partial disposal without loss of control of a subsidiary that includes a foreign operation, the
proportionate share of the cumulative amount of the exchange differences are re-attributed to non-controlling
interest and are not recognised in profit or loss. For partial disposals of associates or jointly-controlled entities
that are foreign operations, the proportionate share of the accumulated exchange differences is reclassified to
profit or loss.

2.10 PROPERTY, PLANT AND EQUIPMENT

All items of property, plant and equipment are initially recorded at cost. Subsequent to recognition, plant and
equipment and furniture and fixtures are measured at cost less accumulated depreciation and any accumulated
impairment losses. The cost includes the cost of replacing part of the property, plant and equipment and borrowing
costs that are directly attributable to the acquisition, construction or production of a qualifying property, plant and
equipment. The accounting policy for borrowing costs is set out in Note 2.27. The cost of an item of property, plant
and equipment is recognised as an asset if, and only if, it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be measured reliably.

When significant parts of property, plant and equipment are required to be replaced in intervals, the Group recognises
such parts as individual assets with specific useful lives and depreciation, respectively. Likewise, when a major
inspection is performed, its cost is recognised in the carrying amount of the plant and equipment as a replacement if
the recognition criteria are satisfied. All other repair and maintenance costs are recognised in profit or loss as incurred.

Freehold land and buildings are measured at fair value less accumulated depreciation on buildings and impairment
losses recognised after the date of the revaluation. Valuations are performed with sufficient regularity to ensure that
the carrying amount does not differ materially from the fair value of the freehold land and buildings at the end of the
reporting period.

Any revaluation surplus is recognised in other comprehensive income and accumulated in equity under the asset
revaluation reserve, except to the extent that it reverses a revaluation decrease of the same asset previously recognised
in profit or loss, in which case the increase is recognised in profit or loss. A revaluation deficit is recognised in profit
or loss, except to the extent that it offsets an existing surplus on the same asset carried in the asset revaluation reserve.

Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of the asset
and the net amount is restated to the revalued amount of the asset. The revaluation surplus included in the asset
revaluation reserve in respect of an asset is transferred directly to retained earnings on retirement or disposal of
the asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Freehold land has an unlimited useful life and therefore is not depreciated. Depreciation is computed on a straight-line
basis over the estimated useful lives of the assets as follows:

Buildings : Over the period of the lease ranging from 3 to a maximum of 50 years
Leasehold improvements : Over the period of the lease ranging from 3 to a maximum of 50 years
Plant and machinery : 3to 20 years

Oftice furniture, fittings and equipment : 3 to 20 years

Motor and transport vehicles ¢ 3.5to0 15 years

Quarry site preparation costs : 10 years

Construction-in-progress is not depreciated as it is not yet available for use.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable.

The residual value, useful life and depreciation method are reviewed at each financial year-end, and adjusted
prospectively, if appropriate.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on derecognition of the asset is included in profit or loss in the year
the asset is derecognised.

INVESTMENT PROPERTIES

Investment properties are properties that are either owned by the Group or leased under a finance lease in order to earn
rentals or for capital appreciation, or both, rather than for use in the production or supply of goods or services, or for
administrative purposes, or in the ordinary course of business. Investment properties comprise completed investment
properties and properties that are being constructed or developed for future use as investment properties. Properties
held under operating leases are classified as investment properties when the definition of investment properties is met
and they are accounted for as finance leases.

Investment properties are initially recognised at cost and subsequently carried at cost less accumulated depreciation
and impairment losses. Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful
lives of the investment properties. The estimated useful life is 30 years. Depreciation methods, useful lives and residual
values of investment properties are reassessed at each reporting date.

Investment properties are derecognised when either they have been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gain or loss on
the retirement or disposal of an investment property is recognised in profit or loss in the year of retirement or disposal.

Transfers are made to or from investment property only when there is a change in use. For a transfer from investment
property to owner-occupied property, the deemed cost for subsequent accounting is the fair value at the date of
change in use. For a transfer from owner-occupied property to investment property, the property is accounted for in
accordance with the accounting policy for property, plant and equipment set out in Note 2.10 up to the date of change
in use.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.12 INTANGIBLE ASSETS

(a)

(b)

Goodwill

Goodwill is initially measured at cost. Following initial recognition, goodwill is measured at cost less any
accumulated impairment losses.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition
date, allocated to each of the Group’s cash-generating units that are expected to benefit from the synergies of
the combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units.

The cash-generating unit to which goodwill has been allocated is tested for impairment annually and whenever
there is an indication that the cash-generating unit may be impaired. Impairment is determined for goodwill by
assessing the recoverable amount of each cash-generating unit (or group of cash-generating units) to which the
goodwill relates. Where the recoverable amount of the cash-generating unit is less than the carrying amount,
an impairment loss is recognised in profit or loss. Impairment losses recognised for goodwill are not reversed
in subsequent periods.

Where goodwill forms part of a cash-generating unit and part of the operation within that cash-generating
unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on disposal of the operation. Goodwill disposed of in this
circumstance is measured based on the relative fair values of the operations disposed of and the portion of the
cash-generating unit retained.

Goodwill and fair value adjustments arising on the acquisition of foreign operation on or after 1 January 2005
are treated as assets and liabilities of the foreign operations and are recorded in the functional currency of the
foreign operations and translated in accordance with the accounting policy set out in Note 2.9.

Goodwill and fair value adjustments which arose on acquisitions of foreign operation before 1 January 2005
are deemed to be assets and liabilities of the Company and are recorded in SGD at the rates prevailing at the
date of acquisition.

Other intangible assets

Intangible assets acquired separately are measured initially at cost. The cost of intangible assets acquired in a
business combination is their fair value as at the date of acquisition. Following initial acquisition, intangible
assets are carried at cost less any accumulated amortisation and any accumulated impairment losses. Internally
generated intangible assets, excluding capitalised development costs, are not capitalised and expenditure is
reflected in profit or loss in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite useful lives are amortised over the estimated useful lives and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortisation period
and the amortisation method are reviewed at least at each financial year-end. Changes in the expected useful
life or the expected pattern of consumption of future economic benefits embodied in the asset is accounted
for by changing the amortisation period or method, as appropriate, and are treated as changes in accounting
estimates. The amortisation expense on intangible assets with finite useful lives is recognised in profit or loss
in the expense category consistent with the function of the intangible asset.

HONG LEONG ASIA LTD. « ANNUAL REPORT 2011



70.

notes to
the financial statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.12 INTANGIBLE ASSETS (CONT’D)

(b)

Other intangible assets (cont'd)

Intangible assets with indefinite useful lives or not yet available for use are tested for impairment annually,
or more frequently if the events and circumstances indicate that the carrying value may be impaired either
individually or at the cash-generating unit level. Such intangible assets are not amortised. The useful life of
an intangible asset with an indefinite useful life is reviewed annually to determine whether the useful life
assessment continues to be supportable. If not, the change in useful life from indefinite to finite is made on a
prospective basis.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the
net disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset
is derecognised.

@

(ii)

(iii)

Trademarks

Trademarks acquired are treated as having indefinite useful lives and are not amortised until their useful
lives are determined to be finite.

Research and development costs

Research costs are expensed as incurred. Deferred development costs arising from development
expenditures on an individual project are recognised as an intangible asset when the Group can
demonstrate the technical feasibility of completing the intangible asset so that it will be available for
use or sale, its intention to complete and its ability to use or sell the asset, how the asset will generate
future economic benefits, the availability of resources to complete and the ability to measure reliably
the expenditures during the development. The expenditure capitalised includes the cost of materials,
direct labour and overhead cost directly attributable to prepare the assets for its intended use. Other
development expenditure is recognised in profit or loss as an expense when incurred. Following initial
recognition of the deferred development costs as an intangible asset, it is carried at cost less accumulated
amortisation and any accumulated impairment losses.

Amortisation is recognised in profit or loss using the straight-line method over the estimated useful
lives of not more than 10 years, commencing from the date the asset is available for use.

Club membership

Club membership was acquired separately and is amortised on a straight line basis over its finite useful
life of 10 to 25 years.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
FINANCIAL ASSETS

Initial recognition and measurement

Financial assets are recognised when, and only when, the Group becomes a party to the contractual provisions of the
financial instrument. The Group determines the classification of its financial assets at initial recognition.

When financial assets are recognised initially, they are measured at fair value, plus, in the case of financial assets not
at fair value through profit or loss, directly attributable transaction costs.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

(a)

(b)

(c)

Loans and receivables

Non-derivative financial assets with fixed or determinable payments that are not quoted in an active market
are classified as loans and receivables. Subsequent to initial recognition, loans and receivables are measured at
amortised cost using the effective interest method, less impairment. Gains and losses are recognised in profit
or loss when the loans and receivables are derecognised or impaired, and through the amortisation process.

Available-for-sale financial assets

Available-for-sale financial assets include equity and debt securities. Equity investments classified as available-
for-sale are those, which are neither classified as held for trading nor designated at fair value through profit or
loss. Debt securities in this category are those which are intended to be held for an indefinite period of time
and which may be sold in response to needs for liquidity or in response to changes in the market conditions.

After initial recognition, available-for-sale financial assets are subsequently measured at fair value. Any gains
or losses from changes in fair value of the financial asset are recognised in other comprehensive income, except
that impairment losses, foreign exchange gains and losses on monetary instruments and interest calculated
using the effective interest method are recognised in profit or loss. The cumulative gain or loss previously
recognised in other comprehensive income is reclassified from equity to profit or loss as a reclassification
adjustment when the financial asset is derecognised.

Investments in equity instruments whose fair value cannot be reliably measured are measured at cost less
impairment loss.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of selling or repurchasing in the near term.

Subsequent to initial recognition, financial assets at fair value through profit or loss are measured at fair value.
Any gains or losses arising from changes in fair value of the financial assets are recognised in profit or loss. Net
gains or net losses on financial assets at fair value through profit or loss include exchange differences, interest
and dividend income.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
FINANCIAL ASSETS (CONT’D)
Derecognition

A financial asset is derecognised where the contractual right to receive cash flows from the asset has expired. On
derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the
consideration received and any cumulative gain or loss that had been recognised in other comprehensive income is
recognised in profit or loss.

All regular way purchases and sales of financial assets are recognised or derecognised on the trade date i.e., the
date that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period generally established by regulation or convention in
the marketplace concerned.

FINANCIAL LIABILITIES
Initial recognition and measurement

Financial liabilities are recognised when, and only when, the Group becomes a party to the contractual provisions of
the financial instrument. The Group determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value plus in the case of financial liabilities not at fair value
through profit or loss, directly attributable transaction costs.

Subsequent measurement

The measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss includes financial liabilities held for trading and financial
liabilities designated upon initial recognition at fair value through profit or loss. Financial liabilities are classified
as held for trading if they are acquired for the purpose of selling in the near term. This category includes derivative
tinancial instruments entered into by the Group that are not designated as hedging instruments in hedge relationships.
Separated embedded derivatives are also classified as held for trading unless they are designated as effective hedging
instruments.

Subsequent to initial recognition, financial liabilities at fair value through profit or loss are measured at fair value. Any
gains or losses arising from changes in fair value of the financial liabilities are recognised in profit or loss.

The Group has not designated any financial liabilities upon initial recognition at fair value through profit or loss.

Other financial liabilities

After initial recognition, other financial liabilities are subsequently measured at amortised cost using the effective
interest rate method. Gains and losses are recognised in profit or loss when the liabilities are derecognised, and
through the amortisation process.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
FINANCIAL LIABILITIES (CONT’D)
Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of
the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in profit or loss.

SHARE CAPITAL AND SHARE ISSUANCE EXPENSES

Proceeds from issuance of ordinary shares are recognised as share capital in equity. Incremental costs directly
attributable to the issuance of ordinary shares are deducted against share capital.

FINANCIAL GUARANTEES

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to make payment when due in accordance with the terms of
a debt instrument.

Financial guarantees are recognised initially as a liability at fair value, adjusted for transaction costs that are directly
attributable to the issuance of the guarantee. Subsequent to initial recognition, financial guarantees are recognised
as income in profit or loss over the period of the guarantee. If it is probable that the liability will be higher than
the amount initially recognised less amortisation, the liability is recorded at the higher amount with the difference
charged to profit or loss.

INVENTORIES

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs of conversion and other costs incurred in bringing the inventories
to their present location and condition. In the case of manufactured inventories and work-in-progress, cost includes
an appropriate share of production overheads based on normal operating capacity.

Where necessary, allowance is provided for damaged, obsolete and slow moving items to adjust the carrying value of
inventories to the lower of cost and net realisable value.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion
and the estimated costs necessary to make the sale.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
DEVELOPMENT PROPERTIES

Development properties are properties acquired or being constructed for sale in the ordinary course of business,
rather than to be held for the Group’s own use, rental or capital appreciation.

Unsold development properties

Development properties that are unsold are carried at the lower of cost and net realisable value. Net realisable value is
the estimated selling price in the ordinary course of business less cost to complete development and selling expenses.
Costs to complete development include cost of land and other direct and related development expenditure, including
borrowing cost incurred in developing the properties.

Sold development properties

Revenue and cost on development properties that have been sold are recognised using the percentage of completion
method. The stage of completion is measured by reference to the development costs incurred to date to the estimated
total costs for the property. When it is probable that the total development costs will exceed the total revenue, the
expected loss is recognised as an expense immediately.

The aggregated costs incurred and the profit/loss recognised in each development property that has been sold is
compared against progress billings up to the financial year end. Where costs incurred are and recognised profits (less
recognised losses) exceed progress billings, the balance is shown as due from customers on development properties,
under trade and other receivables. Where progress billings exceed costs incurred plus recognised profit (less recognised
losses), the balance is shown as due to customers on development properties, under trade and other payables.

IMPAIRMENT OF FINANCIAL ASSETS

The Group assesses at each end of the reporting period whether there is any objective evidence that a financial asset
is impaired.

(a)  Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses whether objective evidence of impairment
exists individually for financial assets that are individually significant, or collectively for financial assets that
are not individually significant. If the Group determines that no objective evidence of impairment exists for
an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is, or continues to be recognised are
not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on financial assets carried at amortised cost has incurred,
the amount of the loss is measured as the difference between the asset’s carrying amount and the present value
of estimated future cash flows discounted at the financial asset’s original effective interest rate. If a loan has a
variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate.
The carrying amount of the asset is reduced through the use of an allowance account. The impairment loss is
recognised in profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.19 IMPAIRMENT OF FINANCIAL ASSETS (CONT’D)

(a)

(b)

(c)

Financial assets carried at amortised cost (cont’d)

When the asset becomes uncollectible, the carrying amount of impaired financial assets is reduced directly or
if an amount was charged to the allowance account, the amounts charged to the allowance account are written
off against the carrying value of the financial asset.

To determine whether there is objective evidence that an impairment loss on financial assets has incurred, the
Group considers factors such as the probability of insolvency or significant financial difficulties of the debtor
and default or significant delay in payments.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised impairment
loss is reversed to the extent that the carrying amount of the asset does not exceed its amortised cost at the
reversal date. The amount of reversal is recognised in profit or loss.

Financial assets carried at cost

If there is objective evidence (such as significant adverse changes in the business environment where the
issuer operates, probability of insolvency or significant financial difficulties of the issuer) that an impairment
loss on financial assets carried at cost has been incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows discounted at
the current market rate of return for a similar financial asset. Such impairment losses are not reversed in
subsequent periods.

Available-for-sale financial assets

In the case of equity investments classified as available-for-sale, objective evidence of impairment include
(i) significant financial difficulty of the issuer or obligor; (ii) information about significant changes with an
adverse effect that have taken place in the technological, market, economic or legal environment in which the
issuer operates, and indicates that the cost of the investment in equity instrument may not be recovered; and
(iii) a significant or prolonged decline in the fair value of the investment below its costs. ‘Significant’ is to be
evaluated against the original cost of the investment and ‘prolonged” against the period in which the fair value
has been below its original cost.

If an available-for-sale financial asset is impaired, an amount comprising the difference between its acquisition
cost (net of any principal repayment and amortisation) and its current fair value, less any impairment loss
previously recognised in profit or loss, is transferred from other comprehensive income and recognised in
profit or loss. Reversals of impairment losses in respect of equity instruments are not recognised in profit or
loss; increase in their fair value after impairment are recognised directly in other comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.19 IMPAIRMENT OF FINANCIAL ASSETS (CONT’D)

(c) Available-for-sale financial assets (cont’d)

In the case of debt instruments classified as available-for-sale, impairment is assessed based on the same
criteria as financial assets carried at amortised cost. However, the amount recorded for impairment is the
cumulative loss measured as the difference between the amortised cost and the current fair value, less any
impairment loss on that investment previously recognised in profit or loss. Future interest income continues
to be accrued based on the reduced carrying amount of the asset, using the rate of interest used to discount
the future cash flows for the purpose of measuring the impairment loss. The interest income is recorded as
part of finance income. If, in a subsequent year, the fair value of a debt instrument increases and the increases
can be objectively related to an event occurring after the impairment loss was recognised in profit or loss, the
impairment loss is reversed in profit or loss.

2.20 IMPAIRMENT OF NON-FINANCIAL ASSETS

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when an annual impairment testing for an asset is required, the Group makes an estimate of the
asset’s recoverable amount.

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell and its
value in use and is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or group of assets. Where the carrying amount of an asset or cash-generating
unit exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.
In assessing value in use, the estimated future cash flows expected to be generated by the asset are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset. In determining fair value less costs to sell, recent market transactions are taken into account,
if available. If no such transactions can be identified, an appropriate valuation model is used. These calculations are
corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available fair value
indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations which are prepared separately
for each of the Group’s cash-generating units to which the individual assets are allocated. These budgets and forecast
calculations are generally covering a period of five years. For longer periods, a long-term growth rate is calculated and
applied to project future cash flows after the fifth year.

Impairment losses of continuing operations are recognised in profit or loss in those expense categories consistent with
the function of the impaired asset, except for assets that are previously revalued where the revaluation was taken to
other comprehensive income. In this case, the impairment is also recognised in other comprehensive income up to the
amount of any previous revaluation.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
IMPAIRMENT OF NON-FINANCIAL ASSETS (CONT’D)

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
Group estimates the asset’s or cash-generating unit’s recoverable amount. A previously recognised impairment loss is
reversed only if there has been a change in the estimates used to determine the asset’s recoverable amount since the
last impairment loss was recognised. If that is the case, the carrying amount of the asset is increased to its recoverable
amount. That increase cannot exceed the carrying amount that would have been determined, net of depreciation,
had no impairment loss been recognised previously. Such reversal is recognised in profit or loss unless the asset is
measured at revalued amount, in which case the reversal is treated as a revaluation increase.

NON-CURRENT ASSETS HELD-FOR-SALE AND DISCONTINUED OPERATIONS

Non-current assets and disposal groups classified as held-for-sale are measured at the lower of their carrying amount
and fair value less costs to sell. Non-current assets and disposal groups are classified as held-for-sale if their carrying
amounts will be recovered principally through a sale transaction rather than through continuing use. This condition
is regarded as met only when the sale is highly probable and the asset or disposal group is available for immediate
sale in its present condition. Management must be committed to the sale, which should be expected to qualify for
recognition as a completed sale within one year from the date of classification. A component of the Group is classified
as a “discontinued operation” when the criteria to be classified as held-for-sale have been met or it has been disposed
of and such a component represents a separate major line of business or geographical area of operations or is part of a
single coordinated plan to dispose of a separate major line of business or geographical area of operations.

In profit or loss of the current reporting period, and of the comparative period of the previous year, all income and
expenses from discontinued operations are reported separately from income and expenses from continuing operations,
down to the level of profit after taxes, even when the Group retains a non-controlling interest in the subsidiary after
the sale. The resulting profit or loss (after taxes) is reported separately in profit or loss.

Property, plant and equipment and intangible assets once classified as held-for-sale are not depreciated or amortised.

EMPLOYEE BENEFITS
(a) Defined contribution plans

The Group participates in the national pension schemes as defined by the laws of the countries in which it has
operations. In particular, the Singapore companies in the Group make contributions to the Central Provident
Fund scheme in Singapore, a defined contribution pension scheme. Contributions to defined contribution
pension schemes are recognised as an expense in the period in which the related service is performed.

(b)  Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided.

A provision is recognised for the amount expected to be paid under short-term cash bonuses if the Group has a

present legal or constructive obligation to pay this amount as a result of past service provided by the employee
and the obligation can be estimated reliably.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.22 EMPLOYEE BENEFITS (CONT’D)

()

Share-based payments

The share option programme allows Group employees to acquire shares of the Company. The fair value of
options granted is recognised as an employee expense with a corresponding increase in equity. The fair value
is measured at grant date and spread over the period during which the employees become unconditionally
entitled to the options.

At each balance sheet date, the Group revises its estimates of the number of options that are expected to
become exercisable. It recognises the impact of the revision of original estimates in employee expense with a
corresponding adjustment to equity over the remaining vesting period.

2.23 PROVISIONS

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and the
amount of the obligation can be estimated reliably.

Provisions are reviewed at the end of each reporting period and adjusted to reflect the current best estimate. If it is
no longer probable that an outflow of economic resources will be required to settle the obligation, the provision is
reversed. If the effect of the time value of money is material, provisions are discounted using a current pre tax rate that
reflects, where appropriate, the risks specific to the liability. When discounting is used, the increase in the provision
due to the passage of time is recognised as a finance cost.

(a)

(b)

(©

Claims

A provision for claims is recognised when delays arise or complaints from customers are received as the
contract progresses. The provision is made based on management estimates from prior experience on similar
projects with customers.

Warranties

A provision for warranties is recognised when the product is sold or service provided. The provision is based
on historical warranty data and a weighting of all possible outcomes against their associated probabilities.

Costs incurred are charged against the provision and any over or under provision is recognised in profit or loss.

Onerous contracts

A provision for onerous contracts is recognised when the unavoidable costs of meeting the obligations under a
contract exceed the economic benefits expected to be received under it.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
REVENUE RECOGNITION

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardless of when the payment is made. Revenue is measured at the fair value of
consideration received or receivable, taking in account contractually defined terms of payment and excluding taxes
or duty. The Group assesses its revenue arrangements to determine if it is acting as principal or agent. The Group has
concluded that it is acting as a principal in all of its revenue arrangements. The following specific recognition criteria
must also be met before revenue is recognised:

(a)

(b)

(c)

(d)

(e)

Sale of goods

Revenue from sale of goods is recognised upon the transfer of significant risk and rewards of ownership of
the goods to the customer, usually on delivery of goods. Revenue is not recognised to the extent where there
are significant uncertainties regarding recovery of the consideration due, associated costs or the possible
return of goods.

Rendering of services

Revenue from rendering services relates to project management contracts, hotel room and restaurant operations.

Revenue is recognised over the period in which the services are rendered, by reference to completion of the
specific transaction assessed on the basis of the actual service provided as a proportion of the total services to
be performed.

Development properties for sale

Revenue from property development is recognised on a percentage of completion basis only in respect of units
sold when construction of the property is at an advanced stage and aggregate sales proceeds and costs can
reasonably estimated.

Under the percentage of completion method, the percentage of completion is measured by reference to the
work performed, based on the ratio of costs incurred to date to the estimated total costs for each contract.
Profits are recognised only in respect of finalised sales agreements to the extent that such profits relate to the
progress of the construction work.

Rental income

Rental income arising from operating leases is recognised in profit or loss on a straight-line basis over the term
of the lease. Lease incentives granted are recognised as an integral part of the total rental income to be received.
Contingent rentals are recognised as income in the accounting period in which they are earned.

Dividend income

Dividend income from unquoted investments is recognised when the Group’s right to receive payment is
established.

Dividend income from quoted investments is recognised when dividends are received.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.24 REVENUE RECOGNITION (CONT’D)
(f) Interest income

Interest income is recognised using the effective interest method.

2.25 LAND USE RIGHTS

Land use rights are initially measured at cost. Following initial recognition, land use rights are measured at cost less
accumulated amortisation. The land use rights are amortised on a straight-line basis over the lease term of 20 to 50 years.

2.26 LEASES

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement
at inception date: whether fulfilment of the arrangement is dependent on the use of a specific asset or assets or the
arrangement conveys a right to use the asset, even if that right is not explicitly specified in an arrangement.

For arrangements entered into prior to 1 January 2005, the date of inception is deemed to be 1 January 2005 in
accordance with the transitional requirements of INT FRS 104.

(a) Aslessee

Finance leases, which transfer to the Group substantially all the risks and rewards incidental to ownership
of the leased item, are capitalised at the inception of the lease at the fair value of the leased asset or, if lower,
at the present value of the minimum lease payments. Any initial direct costs are also added to the amount
capitalised. Lease payments are apportioned between the finance charges and reduction of the lease liability so
as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
to profit or loss. Contingent rents, if any, are charged as expenses in the periods in which they are incurred.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease
term, if there is no reasonable certainty that the Group will obtain ownership by the end of the lease term.

Operating lease payments are recognised as an expense in profit or loss on a straight-line basis over the lease
term. The aggregate benefit of incentives provided by the lessor is recognised as a reduction of rental expense
over the lease term on a straight-line basis.

(b)  Aslessor

Leases where the Group retains substantially all the risks and rewards of ownership of the asset are classified as
operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same basis as rental income. The accounting policy
for rental income is set out in Note 2.24 (d). Contingent rents are recognised as revenue in the period in which
they are earned.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
BORROWING COSTS

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are directly attributable to the acquisition,
construction or production of that asset. Capitalisation of borrowing costs commences when the activities to prepare
the asset for its intended use or sale are in progress and the expenditures and borrowing costs are incurred. Borrowing
costs are capitalised until the assets are substantially completed for their intended use or sale. All other borrowing
costs are expensed in the period they occur. Borrowing costs consist of interest and other costs that an entity incurs in
connection with the borrowing of funds.

GOVERNMENT GRANTS

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with.

Deferred grants

Grants received for investment in machinery and equipment used for the development of diesel engines are recorded
as deferred income and taken to income over the same period over which the machinery and equipment are being
depreciated.

Jobs Credit Scheme

Cash grants received from the government in relation to the Jobs Credit Scheme are recognised as an offset against
staff costs upon receipt.

TAXES
(a)  Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted at the end of the reporting period, in the countries where
the Group operates and generates taxable income.

Current income taxes are recognised in profit or loss except to the extent that the tax relates to items recognised
outside profit or loss, either in other comprehensive income or directly in equity. Management periodically
evaluates positions taken in the tax returns with respect to situations in which applicable tax regulations are
subject to interpretation and establishes provisions where appropriate.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.29 TAXES (CONT’D)

(b)

Deferred tax

Deferred tax is provided using the liability method on temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all temporary differences, except:

- Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

- In respect of taxable temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be
utilised except:

- Where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss; and

- In respect of deductible temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, deferred tax assets are recognised only to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each reporting
period and are recognised to the extent that it has become probable that future taxable profit will allow the
deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the end of each reporting period.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss. Deferred
tax items are recognised in correlation to the underlying transaction either in other comprehensive income
or directly in equity and deferred tax arising from a business combination is adjusted against goodwill on
acquisition.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.29 TAXES (CONT’D)

(b)  Deferred tax (cont'd)

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current
income tax assets against current income tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate recognition
at that date, would be recognised subsequently if new information about facts and circumstances changed.
The adjustment would either be treated as a reduction to goodwill (as long as it does not exceed goodwill) if it
incurred during the measurement period or in profit or loss.

(c) Sales tax

Revenue, expenses and assets are recognised net of the amount of sales tax except:

- Where the sales tax incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case the sales tax is recognised as part of the cost of acquisition of the asset or as part
of the expense item as applicable; and

- Receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the balance sheet.

2.30 EARNINGS PER SHARE

2.31

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number
of ordinary shares outstanding during the period, adjusted for own shares held. Diluted EPS is determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of ordinary shares
outstanding, adjusted for own shares held, for the effects of all dilutive potential ordinary shares, which comprise
convertible notes and share options granted to employees.

SEGMENT REPORTING

For management purposes, the Group is organised into operating segments based on their products and services
which are independently managed by the respective segment managers responsible for the performance of the
respective segments under their charge. The segment managers report directly to the management of the Company
who regularly review the segment results in order to allocate resources to the segments and to assess the segment
performance. Additional disclosures on each of these segments are shown in Note 39, including the factors used to
identify the reportable segments and the measurement basis of segment information.
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2.32

2.33

2.34

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash at bank and on hand, demand deposits, and short-term, highly liquid
investments that are readily convertible to known amount of cash and which are subject to an insignificant risk of
changes in value. These also include bank overdrafts that form an integral part of the Group’s cash management.

CONTINGENCIES

A contingent liability is:

(a)  apossible obligation that arises from past events and whose existence will be confirmed only by the occurrence
or non-occurrence of one or more uncertain future events not wholly within the control of the Group; or

(b)  apresent obligation that arises from past events but is not recognised because:

(1) It is not probable that an outflow of resources embodying economic benefits will be required to settle
the obligation; or

(i)  The amount of the obligation cannot be measured with sufficient reliability.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Group.

Contingent liabilities and assets are not recognised on the balance sheet of the Group, except for contingent liabilities
assumed in a business combination that are present obligations and which the fair values can be reliably determined.

RELATED PARTIES

A related party is defined as follows:

(a) A person or a close member of that person’s family is related to the Group and Company if that person:
(1) Has control or joint control over the Company;
(ii)  Has significant influence over the Company; or

(iif)  Is amember of the key management personnel of the Group or Company or of a parent of the Company.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
2.34 RELATED PARTIES (CONT’D)

(b)  An entity is related to the Group and the Company if any of the following conditions applies:

@

(ii)

(iii)
(iv)
(v)

(vi)

(vii)

The entity and the Company are members of the same group (which means that each parent, subsidiary
and fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other entity (or an associate or joint venture of a
member of a group of which the other entity is a member).

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

The entity is a post-employment benefit plan for the benefit of employees of either the Company or an
entity related to the Company. If the Company is itself such a plan, the sponsoring employers are also
related to the Company.

The entity is controlled or jointly controlled by a person identified in (a).

A person identified in (a) (i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).
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PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Company

Cost

At 1 January 2010

Additions

Disposals

At 31 December 2010 and 1 January 2011
Additions

Disposals

At 31 December 2011

Accumulated depreciation

At 1 January 2010

Charge for the year

Disposals

At 31 December 2010 and 1 January 2011
Charge for the year

Disposals

At 31 December 2011

Net book value
At 31 December 2010
At 31 December 2011
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Office
furniture, Motor
Leasehold fittings and
improve- and transport
ments equipment vehicles Total
$°000 $°000 $°000 $°000
133 883 407 1,423
- 50 - 50
- (13) - (13)
133 920 407 1,460
- 19 568 587
- - (407) (407)
133 939 568 1,640
127 529 272 928
5 138 51 194
- (13) - (13)
132 654 323 1,109
1 125 68 194
- - (348) (348)
133 779 43 955
1 266 84 351
- 160 525 685
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PROPERTY, PLANT AND EQUIPMENT (CONT’D)

Capitalisation of borrowing costs

The Group’s plant and equipment include borrowing costs arising from bank loans borrowed specifically for the
purpose of the construction of a plant and equipment. During the financial year, the borrowing costs capitalised as
cost of plant and equipment amounted to $4,337,000 (2010: $2,963,000). The rate used to determine the amount of
borrowing costs eligible for capitalisation was 5.43% (2010: 5.00%), which is the effective interest rate of the specific
borrowing.

Assets held under finance lease

The carrying amount of plant and equipment held under finance leases at the end of the reporting period was $44,000
(2010: $6,542,000).

Leased assets are pledged as security for the related finance lease liabilities.

Assets pledged as security

The Group’s freehold land, buildings and property, plant and equipment with a carrying amount of $38,308,000 (2010:
$48,136,000) are mortgaged to secure the Group’s bank loans (Note 21).
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4. LAND USE RIGHTS

Group

2011 2010

$°000 $°000
Cost
At 1 January 140,602 129,657
Additions 16,664 16,472
Disposals (2,976) (436)
Translation differences 4,737 (5,091)
At 31 December 159,027 140,602
Accumulated amortisation
At 1 January 17,164 14,539
Amortisation for the year 6,940 3,470
Disposals (1,199) (69)
Translation differences 813 (776)
At 31 December 23,718 17,164
Net carrying amount 135,309 123,438
Amount to be amortised:
- Not later than one year 6,275 3,388
- Later than one year but not later than five years 25,097 13,924
- Later than five years 103,937 106,126

The Group has land use rights over 49 plots of state-owned land in the People’s Republic of China, Singapore and
Malaysia where the Groups manufacturing and storage facilities reside. The transferable land use rights have a
remaining tenure of 29 to 50 years (2010: 21 to 50 years) and the non-transferable land use rights have a remaining
tenure of 12 to 19 years (2010: 13 to 20 years).
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INTANGIBLE ASSETS
Patents
and
development Trade- Club
Group expenditure marks Membership Goodwill Total
$°000 $°000 $°000 $°000 $°000

Cost
At 1 January 2010 6,622 62,697 - 12,805 82,124
Additions 3,171 - - - 3,171
Write-off (29) - - (1,492) (1,521)
Translation differences (117) - - - (117)
At 31 December 2010 and

1 January 2011 9,647 62,697 - 11,313 83,657
Additions 3,257 - 445 - 3,702
Write-off (10) - - (562) (572)
Translation differences 313 - 6 (3) 316
At 31 December 2011 13,207 62,697 451 10,748 87,103
Accumulated amortisation

and impairment losses
At 1 January 2010 3,155 - - 10,236 13,391
Amortisation charge for the year 714 - - - 714
Translation differences (28) - - - (28)
At 31 December 2010 and

1 January 2011 3,841 - - 10,236 14,077
Amortisation charge for the year 862 - 26 - 888
Write-off (10) - - - (10)
Translation differences 31 - - - 31
At 31 December 2011 4,724 - 26 10,236 14,986
Net carrying amount
At 31 December 2010 5,806 62,697 - 1,077 69,580
At 31 December 2011 8,483 62,697 425 512 72,117

Patents and development expenditure

Patents and development expenditure relate to costs inc