GROUP
PROFILE

From being Singapore’s leading
integrated building materials supplier
to its current standing as one of the
region’s 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.
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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,
air-conditioning products 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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CHINA
3,914
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Beijing
Shanghai
Wuhan
Suzhou
Xiamen
Yulin
Xinxiang
Tianjin
Kuala Lumpur
Ipoh
Singapore

OTHER
COUNTRIES
28
MALAYSIA
267

10
9

TOTAL

11

S$4.56 billion

SINGAPORE
351

REVENUE BY BUSINESS SEGMENT
(in S$ million)

CONSUMER
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499

DIESEL
ENGINES
3,370

BUILDING
MATERIALS
599

INDUSTRIAL
PACKAGING
60

AIR-CONDITIONING
SYSTEMS
22

OTHER
SEGMENTS
10

TOTAL
S$4.56 billion
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FINANCIAL
HIGHLIGHTS
REVENUE
(in $ million)

PROFIT BEFORE TAX
(in $ million)
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DIVIDEND POLICY
The Group aims to maintain a strong capital position to ensure market confidence, to support its on-going business and to meet the expectations
of its stakeholders. The Board of Directors aims to pay dividends to shareholders at least once a year, balancing returns to shareholders with prudent
capital management and consistent with the Company’s overall governing objective of maximising shareholder value over time. Before proposing
any dividends, the Board of Directors will consider a range of factors, including the Group’s results of operations, long-term and short-term
capital requirements, current balance sheet, future investment plans and the general business conditions and other macro environment factors.
Shareholders and potential investors should note that past dividend distributions should not be taken as an indication of future dividend
distributions, and this statement is a statement of our present intention and shall not constitute a legally binding commitment in respect of
the Company’s future dividends which may be subject to modification (including reduction or non-declaration thereof) in our Directors’ sole
and absolute discretion.
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CHAIRMAN’S
MESSAGE

granted by Xinfei. However, this
was offset by impairment of trade
receivables by Airwell and Yuchai.
Research and development (“R&D”)
expenses increased by 5.3% due
to Yuchai’s ongoing research and
development of new and existing
engine products as well as continued
initiatives to improve engine quality.
General and administrative (“G&A”)
expenses increased by 9.3% in the year
under review due largely to impairment
losses on intangible assets of Jining
Yuchai Engine Co. Ltd and on plant
and equipment of Xinfei. But this was
partially offset by lower staff costs at
Yuchai. Finance costs decreased 7.0%
from $62.6 million in 2013 to $58.2
million in 2014, due mainly to lower
interest costs from the outstanding
short-term and medium-term notes
and less bills discounting by Yuchai.

FINANCIAL HIGHLIGHTS
On behalf of the Board of Directors,
I wish to present the Annual Report for
2014. I am pleased to inform that the
Group has achieved higher revenue of
$4.6 billion for the financial year ended
31 December 2014 as compared to the
$4.5 billion revenue achieved in 2013.

Net profit attributable to shareholders
for 2014 was $26.9 million compared
to $45.6 million in 2013 (restated).
The decline in net profit was due to
higher losses incurred by Xinfei and
Rex which reduced higher profit from
Yuchai and BMU and lower losses
incurred at Airwell.

The higher revenue was achieved on the
back of higher sales of $135.4 million
contributed by the diesel engines unit
(“Yuchai”) and $67.9 million by the
building materials unit (“BMU”). Sales
of the Group‘s consumer products unit
(“Xinfei”), industrial packaging unit
(“Rex”) and air-conditioning systems
unit (“Airwell”) however declined
by $121.2 million, $22.0 million and
$14.9 million respectively.

Gross profit for 2014 was $954.6
million against $962.0 million in the
previous year. Gross margins declined
to 20.9% from 21.3% in 2013 largely
due to higher raw material costs as a
percentage of sales.
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Selling and distribution (“S&D”)
expenses decreased by $0.4 million
or 0.1% despite the increase in sales,
due mainly to lower sales incentives

Gains arising from acquisitions were
$19.4 million, contributed from Yuchai
(including HL Global Enterprises Limited
(“HLGE”)) increasing its shareholding
interest in Yuchai Remanufacturing
Services (Suzhou) Co., Ltd, a jointlycontrolled entity from 51% to 100%.
The acquisition resulted in a fair value
gain and negative goodwill of $13.2
million (RMB64.8 million). The balance
gain was due to HLGE increasing its
shareholding interest in a hotel property
company from 45% to 100%. There
was no such gain in 2013.
At Group level, the net asset value per
share for 2014 was $2.32 compared to
$2.25 in 2013. Earnings per share both
on a weighted and on a fully diluted
basis in 2014, was 7.20 cents.
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‘ …THE GDP GROWTH IN CHINA,
WHERE THE GROUP DERIVES 85% OF
ITS SALES, IS EXPECTED TO FALL TO 7%
THIS YEAR AS COMPARED TO 7.4%
IN 2014. CHINA WILL CONTINUE
TO FACE STRUCTURAL RISKS WELL
INTO 2015 AS MANY SECTORS ARE
THREATENED BY FALLING COMMODITY
PRICES, CREDIT RISKS, INHERENT
OVERCAPACITY, AND A SLUMP
IN THE PROPERTY SECTOR.’
CONSUMER PRODUCTS UNIT
(“XINFEI”)
The Chinese economy grew at a slower
rate of 7.4% in 2014 affecting the
growth of the white goods industry
there. The intensified competition and
the weaker property market in China
have led to lower consumer demand
for Xinfei’s products during the year,
with the company recording sales of
$498.6 million in 2014, a 19.6% drop
from 2013.
Xinfei completed about 25 new
refrigerator and freezer models in
2014. These were showcased in the
December 2014 National Distributor
Conference in Zhengzhou, China.
Xinfei is well positioned to increase its
brand awareness and to promote its
new products to the customers, with
the appointment of a popular brand
ambassador who has appearances in
television advertising, in other media,
as well as online marketing activities,
which started in October and will
continue until March 2015.
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Gross profit margins were maintained
despite rising labour costs and keen
pricing competition. However, Xinfei
incurred a higher operating loss during
the year under review due to lower
sales despite reduction in S&D and G&A
expenses.
DIESEL ENGINES UNIT (“YUCHAI”)
Yuchai sold 483,825 engines in 2014,
a 3.4% drop from the 500,756 units
sold in 2013. The decrease was due to a
decline in engines sales in the truck and
industrial engine markets, although this
was offset by higher sales of engines
for agriculture application.
The company performed better than
the market. The commercial vehicle
industry dipped 10.8% in unit
sales (excluding gasoline-powered
vehicles) in 2014, as reported by the
China Association of Automobile
Manufacturers.

supplier in China. Yuchai recorded
sales of $3.4 billion, 4.2% higher as
compared to the previous year.
With the completion of the new
R&D center in Nanning, which is
now operational, the R&D center will
focus on the development and testing
of new engine products and
components, especially emission
control and fuel-saving systems,
as well as on the improvement of
product quality.
Yuchai won the “Fuel efficient Heavy –
Duty Truck of the Year 2014” at China’s
largest annual commercial vehicle event
held in Beijing earlier this year. At its
annual sales and marketing conference
held on 24 January 2015, Yuchai
introduced 10 new engines for 2015.
BUILDING MATERIALS UNIT
(“BMU”)
Despite the Singapore construction
industry’s growth of only 3.0%
in 2014 (6.1% in 2013), BMU’s
revenue increased across all divisions
in 2014 (except for the trading division).
In Malaysia, subsidiary Tasek
Corporation Berhad (“Tasek”) achieved
higher revenues due to higher volume
of cement sales compared to the
previous year. Improved pricing in
ready-mixed concrete also contributed
to higher revenue in the year under
review. As a result, Tasek recorded
higher profit after tax as compared
to 2013.
BMU’s total revenue was $599.4 million
in 2014, compared to a revenue of
$531.5 million the previous year.

Yuchai continued to maintain its strong
position as the leading diesel engine
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CHAIRMAN’S
MESSAGE

‘... IN SINGAPORE, THE GDP GROWTH
RATE IS PROJECTED AT BETWEEN
2 - 4% IN 2015 AS COMPARED TO 2.9%
IN 2014. WITH THE EXISTING PROPERTY
COOLING MEASURES CONTINUING TO
WEIGH DOWN THE PROPERTY MARKET,
PUBLIC SECTOR PROJECTS WILL BE
THE KEY DEMAND DRIVER FOR THE
SINGAPORE CONSTRUCTION SECTOR
WHICH IS EXPECTED TO REMAIN
POSITIVE IN 2015. ‘
INDUSTRIAL PACKAGING UNIT
(“REX”)
Rex registered revenue of $60.1 million
for 2014, down 26.7% from $82.1
million in 2013. The decline was due
mainly to a key customer diversifying
its risk by engaging two to three
supplier sources. The sales recovery
plan established in 2014 recovered a
small section of the lost sales.
The performance of Rex was also
affected by lower sales volume and
higher raw material costs.
AIR-CONDITIONING SYSTEMS UNIT
(“AIRWELL”)
Airwell sold 37,696 air-conditioners
in 2014 against 63,810 units in 2013.
Revenue also declined from $36.4
million in 2013 to $21.5 million in
2014. The products were sold to its
customers in Europe and China.
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CASH FLOW AND LIQUIDITY
The Group had cash and short-term
deposits of $0.8 billion at the end of
2014, against $1.0 billion at the end of
year 2013, a decrease of $0.2 billion.
A substantial portion of approximately
$0.5 billion of the cash and short-term
deposits are held by Yuchai.
The Group generated cash of $89.0
million from operating activities. The
cash generated was derived from
operating profit, lower collection from
trade and other receivables and lower
inventory holdings but was used to
pay down trade and other payables.
During the year, the Group invested
$171.7 million for the purchase of
property, plant and equipment and
$2.0 million on land use rights.
For financing activities, the Group
had loans as at the end of 2014 of

$949.7 million as compared with
$949.9 million as at the end of 2013,
a decrease of $0.2 million.
OUTLOOK
Global economic growth is forecast
to grow 3.5% for 2015, marginally
higher than the 3.3% achieved in
2014. However, the GDP growth in
China, where the Group derives 85%
of its sales, is expected to fall to 7%
this year as compared to 7.4% in 2014.
China will continue to face structural
risks well into 2015 as many sectors are
threatened by falling commodity prices,
credit risks, inherent overcapacity, and
a slump in the property sector.
The significant decline in the oil
prices since September 2014 partly
due to demand weaknesses in major
economies are expected to boost
growth in oil importing countries.
This has led to lower inflation and
increases in some economic activity in
oil importing countries.
On the other hand, the oil exporting
countries are experiencing severe
decline in fiscal revenues due to fall in
oil prices. The uncertainty about the oil
price will affect the growth recovery of
many countries.
We have witnessed a decline of 10.8%
in volume of unit sales of commercial
vehicles in the commercial vehicle
sector and a 9.3% drop in sales in the
consumer appliances sector in China
in 2014. We believe challenges within
these sectors will continue in 2015. Rex
and Airwell will focus on developing
its customer base to increase sales
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‘ ... THE GROUP CONTINUES TO BE
EXPOSED TO CURRENCY FLUCTUATION
RISK AS THE BULK OF ITS BUSINESSES
ARE LOCATED OUTSIDE OF SINGAPORE.
WITH PRUDENT CAPITAL MANAGEMENT
AND A HEALTHY BALANCE SHEET,
THE GROUP IS WELL-POSITIONED TO
MEET THE CHALLENGES AHEAD. ‘
and manage its costs consciously by
improving efficiency in plant operations
and reorganizing activities.
In Singapore, the GDP growth rate is
projected at between 2 - 4% in 2015
as compared to 2.9% in 2014. With
the existing property cooling measures
continuing to weigh down the property
market, public sector projects will
be the key demand driver for the
Singapore construction sector which
is expected to remain positive in 2015.
The outlook for the construction sector
in Malaysia is also expected to remain
positive with the ongoing government
MRT projects, LRT line extensions and
other infrastructure works.
The Group will continue to monitor
market movements closely and exercise
cost discipline in all business areas.
The Group continues to be exposed
to currency fluctuation risk as the bulk
of its businesses are located outside
of Singapore. With prudent capital
management and a healthy balance
sheet, the Group is well-positioned to
meet the challenges ahead.
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DIVIDENDS
The Board is recommending a final
dividend of 2 cents per ordinary share
in respect of 2014. If approved by
the members of the Company at the
forthcoming annual general meeting,
this will bring the total dividend,
including the interim dividend of 1 cent
per share paid on 12 September 2014,
to 3 cents per share for the full year.
APPRECIATION
On behalf of the Board of Directors,
I would like to thank our shareholders,
customers, business associates for
their continuing support. I would
also like to thank my fellow Directors,
management and all employees of
the Group for their dedication and
commitment during the financial year.
Kwek Leng Beng
Chairman
23 March 2015
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一定程度上也抵消了费用的增加。融
资成本较 2013 年的 6,260 万新元
减少 7.0% 至 2014 年的 5,820 万
新元，这主要是因为短期票据与中期
票据占款的利息成本较低，并且玉柴
的票据贴现较少。
玉柴（包括 HL Global Enterprises
Limited（“HLGE”））通过将所
持有的联合控股的玉柴再制造工业
（苏州）有限公司的股份从 51% 提
高到 100% 获得并购收益 1,940 万
新元。并购获得公允价值盈利和负商
誉 1,320 万新元（6,480 万元人民
币）。其他收益是由 HLGE 将其在
一家酒店中的持股比例从 45% 提高
至 100% 获得。2013 财年并无此
类收益。
在集团层面，2014 年每股的净资
产值为 2.32 新元，相较于 2013
年为 2.25 新元。2014 年每股
在加权和完全稀释后的收益为
7.20 分。
财务摘要
我谨代表董事会作 2014 年度常年报
告。我很高兴地告诉大家，截止 12
月 31 日，集团在 2014 财年（下
称“财年”）实现收入达 46 亿新
元，高于 2013 年的 45 亿新元。
柴油引擎单位（“玉柴”）销售额
增加 1.354 亿新元；建筑材料单
位（“BMU”）增加 6,790 万新
元收入，都为集团较高的收入做
出了贡献。但是集团家电产品单位
（“新飞”）、工业包装单位
（“利士”）和空调系统单位
（“欧威尔”）的销售额分别下降
了 1.212 亿新元、2,200 万新元和
1,490 万新元。
2014 年股东应得的净利润为 2,690
万新元，相比 2013 年（重新公布）
为 4,560 万新元。净利润的减少是
因新飞和利士较大的损失拉低了玉柴
9

和 BMU 较高的利润和欧威尔较低的
亏损。
2014 年的毛利润为 9.546 亿新
元，而 2013 年为 9.620 亿新元。
毛利率从 2013 年的 21.3% 下降到
20.9%，主要是因为原材料成本在销
售成本中占据较大份额。
销售虽然上升了，但销售及分销
（“S&D”）费用却下降了 40 万
新元或 0.1%，这主要是因新飞减
少促销所致。不过，欧威尔和玉柴
贸易应收款减值与此相抵消。研发
（“R&D”）的费用增长了 5.3%
，这是因为玉柴正在研发新引擎和
现有引擎产品，并将不断积极致力
于提高引擎质量。管理（“G&A”
）费用增长了 9.3%，主要是因为济
宁玉柴发动机股份有限公司的无形资
产及新飞的机器及生产设备的减值损
失所造成。但玉柴较低的员工成本在

家电产品单位（“新飞”）
2014 年中国经济增长放缓为7.4%
，白色家电产业的增长受到影响。
中国市场竞争激烈，地产持续走弱，
导致消费者全年对新飞产品的需求量
降低，公司在 2014 年记录的销售
额为 4.986 亿新元，较 2013 年下
降 19.6%。
新飞在 2014 年推出 25 款新冰
箱和冰柜。并曾在中国郑州 2014
年12月份的全国经销商会议上展
出。新飞正在提高其产品知名度，
并向消费者推销其新产品，聘请
了广受欢迎的品牌大使出演电视
广告，并同时在其他媒体以及网
络展开市场营销活动，此次活动从
10 月份开始，将持续到 2015 年
3 月。
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“... 中国作为可为集团带来 85% 的销
售额的国家，其 GDP 增长预计会回落
至 7%，而在 2014 年数值为 7.4%。
中国在 2015 年将继续面临结构性
风险，多个行业将受到大宗商品价格
下跌、产能过剩、房地产市场低迷以及
信用风险等的威胁。”
尽管劳动力成本不断上升，价格竞
争越来越激烈，新飞仍然能维持毛
利率。然而，尽管新飞降低了 S&D
和 G&A 的开支，由于销售低迷，当
年营业亏损仍然较大。
柴油发引擎单位（“玉柴”）
玉柴在 2014 年销售发动机 483,825
台，较 2013 年销量 500,756 台下
降 3.4%。销量下降是因卡车和工业
发动机市场的发动机销售减少所造
成，但被较高销量的农用发动机所
抵消。
公司业绩优于市场。根据中国汽车工
业协会的报告，2014 年商用汽车产
业的单位销量（不包括汽油车）下跌
10.8%。
玉柴作为中国柴油发动机的主要供应
商，不断加强其强势地位，记录销售
额达 34 亿新元，较上年增长 4.2%。

召开年度销售和市场营销大会，
并发布了 10 款 2015 年的新发
动机。
建筑材料单位（“BMU”）
尽管新加坡建筑业 2014 年的增长仅
为 3.0%（2013 年为 6.1%），但
BMU 各个部门的收入均在 2014 年
实现增长（贸易部门除外）。
位于马来西亚的子公司Tasek
Corporation Berhad（“Tasek”）
实现较高营业收入，主要原因是水泥
销量较前年实现大幅增长。提高预拌
混凝土的定价也为实现本年度较高营
业收入做出贡献。因此，Tasek 的税
后利润较 2013 年高。
BMU 2014 年的总收入为 5.994亿
新元，上一年度的收入为 5.315 亿
新元。

随着南宁的新研发中心竣工并投
入使用，研发中心将把精力集中在开
发和测试新发动机产品和部件，特别
是排放控制和节能系统上，并不断增
强产品质量。

工业包装单位（“利士”）
利士 2014 年销售收入为 6,010 万
新元，比 2013 年的 8,210 万新元
下降 26.7%。下降的原因主要是因为
重点客户采用了 2 到 3 家供应商来分
散其风险。2014 年制定的销售恢复
计划，挽回了一小部分损失的销量。

今年早些时候，玉柴在北京举行的
中国最大的年度商用汽车盛会上荣
膺“2014 年度最节能的重型卡车”
称号。玉柴于 2015 年 1 月 24 日

利士的业绩也受到低销量和高原材料
成本的影响。
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空调系统单位(“欧威尔”）
欧威尔在 2014 年销售空调 37,696
台，而 2013 年的销量为 63,810
台。收入从 2013 年的 3,640 万新
元下降至 2014 年的 2,150 万新元。
产品销售给了欧洲和中国的客户。
现金流和流动性
截止 2014 年底，集团拥有现金和
短期存款 8 亿新元，比 2013 年底
时的 10 亿新元减少 2 亿新元。大
约 5 亿新元现金和短期存款主要由
玉柴持有。
集团通过经营活动获得 8,900 万新
元资金。所得现金来源于经营利润、
降低贸易、其他应收款项和库存量的
减少，该现金用于支付贸易和其他应
付款项。
本年度集团投资 1.717 亿新元用于
购买地产、工厂和设备，并投入 200
万新元购买土地使用权。
在融资活动方面，截止 2014 年底，
集团融资的贷款 9.497 亿新元，相较
于 2013 年底的 9.499 亿新元减少
20 万新元。
展望
2015年的全球经济增长预计为 3.5%
，略高于 2014 年的 3.3%。但是，
中国作为可为集团带来 85% 的销售
额的国家，其 GDP 增长预计会回落
至 7%，而在 2014 年数值为 7.4%
。中国在 2015 年将继续面临结构性
风险，多个行业将受到大宗商品价格
下跌、产能过剩、 房地产市场低迷以
及信用风险等的威胁。
油价自 2014 年 9 月以来出现明显
下降，部分原因是因为市场所期望能
拉动石油进口国/地区增长的主要经
济体需求不旺盛。这降低了通货膨
胀，并促进了石油进口国/地区的一
些经济活动。
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‘... 预计 2015 年新加坡的 GDP 增长
率将在 2 - 4% 之间，而在 2014 年的
增长率为 2.9%。现有房地产降温措施
不断推进以压抑房地产市场，公共领域
项目将是新加坡建筑行业的主要驱动
因素，预计 2015 年仍将保持乐观。’
另一方面，受油价下跌的影响，石油
出口国家/地区正在经历严重的财政
收入缩减。油价的不确定性将影响许
多国家/地区的增长恢复。
我们亲眼目睹了中国 2014 年在商用
汽车行业单位销售 10.8% 的下降，
以及家电行业销量 9.3% 的下降。我
们认为这些行业的挑战将在 2015 年
继续。利士和欧威尔将着重关注发展
其客户基础，通过提高工厂运营和重
组活动的效率，增加销量并积极的管
理其成本。
预计 2015 年新加坡的 GDP 增长
率将在 2 - 4% 之间，而在 2014 年
的增长率为 2.9%。现有房地产降温
措施不断推进以压抑房地产市场，
公共领域项目将是新加坡建筑行业的
主要驱动因素，预计 2015 年仍将保
持乐观。展望马来西亚建筑行业，
也因政府的 MRT 项目、LRT 线路
延伸和其他基础设施建设而保持积极
态势。

红利
董事会建议 2014 年普通股每股
的最后红利为2分。如果在即将到
来的股东年会上获得公司成员的批
准，将给全年带来每股3分的红利
（包括 2014 年 9 月 12 日支付的
中期红利）。
感谢
我谨代表董事会向股东、客户、生意
伙伴表达我的感谢，感谢他们长久以
来的支持。我还要感谢其他董事、管
理层和所有集团的员工，感谢他们在
这一财年所做出的贡献和承诺。

郭令明
董事会主席
2015年3月23日

集团将继续密切监视市场动向，
并在所有业务领域执行成本控制。
集团将持续面对汇率波动风险，
这是因为其大量业务均在新加坡境
外。集团将采取稳健的资本管理
措施并维持健康的资产负债表，为将
来的挑战做好充足的准备。
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CORPORATE
STRUCTURE

CONSUMER
PRODUCTS

China
• 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

•
BUILDING
MATERIALS

Ready-Mix
Concrete
Division
Pre-Cast
Concrete
Division

Singapore
• Island Concrete (Private) Limited
Singapore
• HL Building Materials Pte. Ltd.
Malaysia
HL-Manufacturing Industries Sdn. Bhd.

•
Cement
Division

Singapore
• Singapore Cement Manufacturing Company
(Private) Limited
Malaysia
Tasek Corporation Berhad

•

HONG
LEONG
ASIA

Trading &
Granite
Division

Singapore
• HL Building Materials Pte. Ltd.
Malaysia
Hayford Holdings Sdn. Bhd.

•
INDUSTRIAL
PACKAGING

Singapore
• Hong Leong (China) Limited
China
Shanghai Rex Packaging Co., Ltd.
Tianjin Rex Packaging Co., Ltd.
Dongguan Rex Packaging Co. Ltd.

•
•
•

Malaysia
Rex Plastics Sdn. Bhd.
Rex Pak. Sdn. Bhd.

•
•
AIR-CONDITIONING
SYSTEMS AND
DISTRIBUTION
OF LIFESTYLE
CONSUMER
APPLIANCES
OTHERS
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China
• Airwell Air-conditioning Technology
(China) Co., Ltd.
S.E.A
Fedders International Pte. Ltd.

•
Hospitality
& Property
Development

•

HL Global Enterprises Limited

12

OPERATIONS
HIGHLIGHTS

Consumer Products

Diesel Engines

Air-conditioning Systems

Building Materials

13

Hong Leong Asia Ltd. Annual Report 2014

OPERATIONS
HIGHLIGHTS

CONSUMER
PRODUCTS

BUILDING
MATERIALS

Henan Xinfei Electric Co., Ltd.
(“Xinfei”), is now marketed as Frestec.
It is one of the leading manufacturers
of major consumer appliances in
China. Through its well-established
nationwide distribution network in
China, Frestec offers a variety of major
consumer appliances which include
refrigerators, freezers, wine chillers, air
-conditioners and washing machines
to residential customers in China.
Frestec is known for its high-quality
products that are innovative and energy
saving, with reliable after sales service.
It also exports its products to various
overseas markets.

Hong Leong Asia Ltd.’s Building
Materials unit (“BMU”) is one of the
largest suppliers of essential building
materials to Singapore’s construction
industry. BMU sells all grades of
ready-mixed concrete from nine
separate locations in Singapore. It is
also the largest producer of pre-cast
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 operates
a granite quarry in Johor, Malaysia.
BMU has also played a key role in the
building of many infrastructural icons
in Singapore. In Malaysia, Hong Leong
Asia Ltd.’s subsidiary, Tasek Corporation
Berhad is the fourth largest cement
producer, and is now going through a
period of major growth.

DIESEL
ENGINES
China Yuchai International Limited
(“CYI”) is listed on the New York
Stock Exchange. Its principal subsidiary,
Guangxi Yuchai Machinery Company
Limited (”GYMCL”) manufactures,
assembles and sells diesel engines
for trucks, buses, passenger vehicles,
construction equipment, marine
and agriculture applications, dieselpowered generators, engine parts
and components. GYMCL evolved
into the largest single diesel engine
facility and has been ranked as one of
the largest diesel engine manufacturers
in unit sales by the China Association
of Automobile Manufacturers for
several years. GYMCL has 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 remanufacture components to
service Yuchai engines.
Hong Leong Asia Ltd. Annual Report 2014

INDUSTRIAL
PACKAGING
Rex Industrial Packaging unit has
manufacturing operations in China
and Malaysia. It is a diversified group
that manufactures and distributes a
wide range of rigid plastic packaging
products to serve both industrial and
consumer packaging markets. Rex
covers key packaging markets such as
personal care, household, food and
beverage, lubricant and chemicals, and
has manufacturing operations in China
and Malaysia.

AIRCONDITIONING
SYSTEMS AND
LIFESTYLE
CONSUMER
APPLIANCES
Airwell Air-conditioning Technology
(China) Co., Ltd.(“AAT”) is engaged
in the research and development,
manufacture and distribution of
air-conditioning systems and other
lifestyle consumer appliances. Its range
of products include residential heat
pumps, multi-split systems, variable
refrigerant flow systems (VRF), central
AC systems, floor heating systems, air
cooled and water cooled chillers, fan
coils and air handling units. Its products
are used in private households,
residential, commercial and industrial
applications. Hong Leong Asia’s
lifestyle appliance arm also includes
FEDDERS, an American brand which
was established in 1896. FEDDERS will
continue to build its footprints in China
and South East Asia regions. It will
position itself as a total solutions-based
company offering a comprehensive
range of air-conditioning and consumer
lifestyle appliances for both business
and end users.

OTHERS
HL Global Enterprises Limited (“HLGE”)
deals with the group’s indirect
investments. It is primarily engaged
in investment holding, hospitality and
property development businesses.
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BOARD OF
DIRECTORS

Left to right: Kwek Leng Beng, Kwek Leng Peck, Philip Ting Sii Tien @ Yao Sik Tien

KWEK LENG BENG, 74
Non-Executive and Non-Independent
Director

A Non-Executive Director since 25
November 1981, Mr Kwek was
appointed Non-Executive Chairman
of Hong Leong Asia Ltd. (“HLA”) on
3 January 1995. He also sits on the
Nominating Committee (“NC”). He
was last re-appointed as a Director
of HLA on 25 April 2014 pursuant to
Section 153(6) of the Companies Act
(“Section 153(6)”). He is the Executive
Chairman of Hong Leong Investment
Holdings Pte. Ltd. (“HLIH”) (the
ultimate holding company of HLA) and
City Developments Limited (“CDL”),
Chairman and Managing Director of
Hong Leong Finance Limited (“HLF”)
and City e-Solutions Limited, and NonExecutive 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
15

estate business, the hotel industry as
well as the trading and manufacturing
business.
Mr Kwek’s other appointments include
being a member of the East Asia Council
of INSEAD since its inception in 2003,
a board member of the Singapore
Hotel Association and a Fellow of
the Singapore Institute of Directors.
He was also conferred an Honorary
Doctorate of Business Administration
in Hospitality from Johnson & Wales
University (Rhode Island, US) and
an Honorary Doctorate from Oxford
Brookes University (UK).
At the Securities Investors Association
Singapore (SIAS) Investors’ Choice
Awards in October 2012, Mr Kwek (as
Executive Chairman of CDL), together
with Mr Kwek Leng Joo (as Managing
Director of CDL), emerged joint winners
as “Partners in the Office of the CEO”
in the Brendan Wood International –
SIAS TopGun CEO Designation Award.
This Award was accorded to CEOs who
are best in class rated by shareholders.
Mr Kwek was presented the inaugural
Real Estate Developers’ Association
of Singapore (REDAS) Lifetime
Achievement Award in February
2014 which was introduced to

honour a pioneering group of real
estate industry leaders in Singapore.
In February 2015, Mr Kwek was also
presented the Singapore Chinese
Chamber of Commerce & Industry
(SCCCI) SG50 Outstanding Chinese
Business Pioneers Award. The award
honours the Republic’s outstanding
Chinese business pioneers and their
exemplary contributions to nationbuilding.
KWEK LENG PECK, 58
Executive Director

Appointed to the Board since 1
September 1982 and currently an
Executive Director of HLA, Mr Kwek also
sits on the Hong Leong Asia Share Option
Scheme 2000 Committee (“SOSC”).
He was last re-elected as a Director of
HLA on 25 April 2013. He is the NonExecutive Chairman of Tasek Corporation
Berhad (“TCB”), an Executive Director
of HLIH, and a Non-Executive Director
of CDL, HLF, M&C and China Yuchai
Inter national Limited (“CYI”).
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.
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Left to right: Ernest Colin Lee, Goh Kian Hwee, Quek Shi Kui

PHILIP TING SII TIEN @
YAO SIK TIEN, 60
Executive Director

Appointed as Director and Chief
Executive Officer (“CEO”) of HLA
since 14 January 2013, Mr Ting was
re-elected as a Director on 25 April
2013. He is also the Group General
Manager of Hong Leong Corporation
Holdings Pte Ltd (the immediate
holding company of HLA), Executive
Director and Group CEO of TCB and
a Non-Executive Director of HL Global
Enterprises Limited. In the preceding
3-year period, he was a Non-Executive
Director of Thakral Corporation Ltd
until his resignation in January 2015.

pursuant to Section 153(6). He is also
the Chairman of the NC, Remuneration
Committee (“RC”) and SOSC as well
as a member of the Audit Committee
(“AC”) of HLA. He was appointed as
Lead Independent Director of HLA on
26 February 2013.
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.
GOH KIAN HWEE, 60

Mr Ting was previously the Group Chief
Financial Officer (“CFO”) of HLA and
CFO of CYI. He has over 25 years of
experience as a financial controller in
various companies including Deutsche
Bank Aktiengesellschaft (Singapore)
and Bank of Montreal, Singapore. He
is an associate member of the Institute
of Chartered Accountants in England
and Wales.

Non-Executive and Independent Director

ERNEST COLIN LEE, 74

Mr Goh is a Senior Partner of
the legal firm, Rajah & Tann Singapore
LLP, and has over 30 years’ experience
in corporate and capital markets
law. He holds a LL.B. (Honours)

Non-Executive and Lead Independent Director

Appointed a Non-Executive Director
of HLA since 3 April 2000, Mr Lee was
last re-appointed on 25 April 2014
Hong Leong Asia Ltd. Annual Report 2014

Appointed a Non-Executive Director
of HLA since 15 March 2004, Mr Goh
was last re-elected on 25 April 2014.
He also sits on the AC, NC, RC
and SOSC of HLA. He is also a NonExecutive Director of Hwa Hong
Corporation Limited, CapitaCommercial
Trust Management Limited and
QAF Limited.

degree (University of Singapore)
and has been a practising lawyer
since 1980.
QUEK SHI KUI, 78
Non-Executive and Independent Director

Appointed a Non-Executive Director
of HLA since 28 April 2005, Mr Quek
was last re-appointed on 25 April 2014
pursuant to Section 153(6). He is also
the Chairman of the AC and a member
of the NC, RC and SOSC of HLA.
A Chartered 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 in Singapore.
Mr Quek is a member of the Institute
of Singapore Chartered Accountants
(formerly known as the Institute
of Certified Public Accountants of
Singapore (“ICPAS”)), the ACCA United
Kingdom and the Singapore Institute of
Directors. He also serves as Chairman of
the Board of Trustees, ACCA Singapore
Branch. He was formerly a council
member of 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
Board Chairman
Kwek Leng Beng - Non-Executive and Non-Independent

SECRETARIES
Yeo Swee Gim, Joanne
Ng Siew Ping, Jaslin

Executive
Kwek Leng Peck
Philip Ting Sii Tien @ Yao Sik Tien
- Chief Executive Officer

INVESTOR RELATIONS
Goh Cher Shua
Chief Financial Officer
Email : csgoh@corp.hla-grp.com
Tel : (65) 6220 8411
Fax : (65) 6226 0502

Lead Independent Director*
Ernest Colin Lee
Non-Executive
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
Goh Kian Hwee
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
* Shareholders who wish to communicate directly with the Lead
Independent Director on matters pertaining to the Board of
Directors may contact him at:
The Lead Independent Director
c/o The Company Secretary
Hong Leong Asia Ltd.
36 Robinson Road
#03-01 City House
Singapore 068877
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CORPORATE
GOVERNANCE REPORT
Hong Leong Asia Ltd. (“HLA” or the “Company”) is committed to maintaining good corporate governance and business
integrity in all its business activities.
To demonstrate its commitment to uphold good corporate governance, HLA had joined the Securities Investors Association
Singapore (“SIAS”) and its partners since 2013 together with other companies under the Hong Leong Group, Singapore
in making the following public Statement of Support, which was reiterated at the 5th Singapore Corporate Governance
Week 2014 (organised by the SIAS) in October 2014:
“As an Organisation, we are committed to upholding high standards of corporate governance to
enhance shareholder value. We believe, practising good corporate governance is central to the health
and stability of our financial markets and economy.”
This report sets out HLA’s corporate governance practices with specific reference to the principles and guidelines of the
Code of Corporate Governance 2012 (“2012 Code”). Where the Company’s practices differ from the recommendations
under the 2012 Code, the Company’s position in respect of the same is also set out in this report.
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 provide leadership,
set broad policies, provide guidance on and approve strategic objectives, ensure that necessary financial and
human resources are in place for the Company to meet its objectives, review the Group’s performance, satisfy itself
as to the adequacy and effectiveness of the framework and processes for internal controls (including financial,
operational, compliance and information technology (“IT”) controls) and risk management for the safeguarding
of shareholders’ interests and the Company’s assets, and assume responsibility for good corporate governance.
Noting that the Company’s key stakeholders include its shareholders, customers, suppliers, business partners, employees
and the community, the Board and Management have put in place a code of business and ethical conduct for its employees
which sets out the Company’s principles in its dealings with these key stakeholders.
Independent Judgment
All Directors are required to objectively discharge their duties and responsibilities 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 Board has established the Nominating Committee (“NC”) which recommends to
the Board, the appointments/re-appointments to the Board and Board Committees and assesses the independence of
Directors. When assessing the independence of Directors, the NC takes into account the individual Director’s objectivity,
independent thinking and judgment.
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 Committee (“AC”), the NC, the Remuneration Committee (“RC”), and the Hong Leong Asia Share
Option Scheme 2000 (“SOS”) Committee (“SOSC”), all collectively referred to hereafter as the Board Committees. Clear
written terms of reference for each of the Board Committees set out the authority and duties of the Board Committees.
All terms of reference for the Board Committees are approved by the Board and reviewed periodically to ensure their
continued relevance. The composition of each Board Committee can be found under the ‘Corporate Directory’ section
in this Annual Report 2014 (“AR”).

Hong Leong Asia Ltd. Annual Report 2014

18

CORPORATE
GOVERNANCE REPORT

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 terms of reference and/or limits of
delegated authority, and yet without abdicating its responsibility. Please refer to the sections on Principles 4, 5, 7, 8, 11
and 12 in this report for further information on the activities of the NC, RC and AC. Information on the activities of the
SOSC is set out in the Directors’ Report on pages 42 to 45 and the Financial Statements on pages 144 to 147 of the AR.
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 the Board and all Board Committees for each new calendar year are set out in a schedule of
meetings and notified to all Board members before the start of that 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
the Board Committees to be held via teleconferencing. The Board and Board Committees may also make decisions by
way of circulating written resolutions.
The attendance of the Directors at meetings of the Board and the Board Committees as well as the frequency of such
meetings during the financial year ended 31 December 2014 (“FY 2014”), are 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 the Board Committees. A Director’s contribution also extends beyond the confines of
the formal environment of such meetings, through the sharing of views, advice and experience with other Directors and
the Company’s Management, and strategic networking relationships which would further the interests of the Group.
Directors’ Attendance at Board and Board Committee Meetings in 2014

Number of meetings held in 2014:

Board

AC

NC

RC

4

5

2

2

Name of Directors

Number of meetings attended in 2014

Kwek Leng Beng

4

N.A.

2

N.A.

Kwek Leng Peck

4

N.A.

N.A.

2(a)

Philip Ting Sii Tien @ Yao Sik Tien

4

5(a)

N.A.

N.A.

Ernest Colin Lee

4

5

2

2

Goh Kian Hwee

4

5

Quek Shi Kui

4

5

0

(b)

2

2
2

Notes:
(a) Attendance by invitation for all or part of the meeting.
(b) Mr Goh Kian Hwee was appointed a member of the NC on 8 December 2014.

No meeting of the SOSC was held in 2014.
Board Approval
The Board has in place 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 have 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 into 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. Management is fully apprised of such matters.
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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 Group’s 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 a comprehensive induction programme for newly appointed Directors and for existing Directors
pursuant to their appointments to any of the 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 Management to allow the new Directors to be acquainted with the Management team
and to facilitate their independent access in future to the Management team. The programme also includes briefings
by the Management team on key areas of the Group’s operations. Mr Goh Kian Hwee, who was appointed a member
of the NC on 8 December 2014, was briefed on the scope and responsibilities of the NC by the NC chairman and the
Company Secretary.
For a first time Director who has no prior experience as a director of a listed company, in addition to the induction as
detailed above, he or she will be encouraged to also attend the Listed Company Director (“LCD”) Programme conducted
by the Singapore Institute of Directors (“SID”) in order to acquire relevant knowledge of what is expected of a listed
company director. Completion of the LCD Programme which focuses on comprehensive training of company directors on
compliance, regulatory and corporate governance matters, should provide the first time Director with a broad understanding
of the roles and responsibilities of a director of a listed company under the requirements of the Companies Act, Chapter
50, the Listing Manual of Singapore Exchange Securities Trading Limited (“SGX-ST”) and the 2012 Code. The Company
Secretary will co-ordinate with such Director to endeavor to complete the LCD Programme within one year from his date
of appointment subject to SID’s training schedule and the Director’s availability.
The Directors are also 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, relevant legislations and regulations, risk management and financial reporting standards. 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 SID, and the Directors are encouraged to attend such training at the Company’s expense. Three in-house
seminars were conducted by invited speakers in 2014 on topics relating to taxation, the role of business in addressing
environmental, social and governance challenges, integrated reporting, and the key highlights on the Guidebook for Audit
Committees in Singapore (Second Edition). 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.
Key Management Team
The Board through the NC reviews the appointments and reasons for resignations and terminations of the Chief Executive
Officer (“CEO”) (if not a Director), Group Chief Operating Officer (“COO”), Chief Financial Officer (“CFO”) and other
relevant key Management staff.
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 has determined 3 of them, being half of the Board, to be
independent (“3 IDs”), thus providing for a strong and independent element on the Board capable of exercising objective
judgment on the corporate affairs of the Company. No individual or small group of individuals dominates the Board’s
decision making. For purposes of determination of independence, the 3 IDs, namely Mr Ernest Colin Lee, Mr Goh Kian
Hwee and Mr Quek Shi Kui also provided annual declarations regarding their independence.
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Mr Goh Kian Hwee is a partner of a legal firm (with less than 5% stake) which renders professional legal services to the
Group from time to time. The amount of the fees paid to his legal firm for FY 2014 was less than $200,000. The NC has
determined, and the Board has concurred, that Mr Goh’s independence is not affected by this relationship of the Group
with the legal firm.
When reviewing the independence of the 3 IDs who have served on the Board for more than 9 years, the NC has
given due consideration to the recommendation under Guideline 2.4 of the 2012 Code that the independence
of any director who has served on the Board beyond 9 years be subject to particularly rigorous review. As the 3
IDs are also members of the NC, the remaining Board members also provided their views in the review on the
independence of these 3 IDs. Having considered the 3 IDs’ other directorships, annual declaration regarding their
independence, and their ability to maintain objectivity in their conduct as Directors of the Company, the Board (with
the 3 IDs abstaining in respect of the deliberation of their own independence) has determined all 3 of them to
be independent notwithstanding that they have served on the Board beyond 9 years as they have continued to
demonstrate independence in character and judgment in the discharge of their responsibilities as Directors of the Company.
The Company has also benefitted from their years of experience in their respective fields of expertise.
Board Composition and Size
The NC reviews the size and composition mix of the Board and Board Committees 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 current composition mix and size of the Board facilitates effective decision
making by the Board. The NC is supportive of gender diversity on the Board and will consider female candidates with
the appropriate qualification, experience and competency in its consideration on any new appointments to the Board.
NEDs’ 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 to provide constructive input
and the necessary review and monitoring of performance of the Group and Management.
PRINCIPLE 3: CHAIRMAN AND CEO
Role of Chairman and the CEO
The Chairman of the Board is Mr Kwek Leng Beng who is a NED while the CEO is Mr Philip Ting. 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, ensuring that sufficient time is allocated for discussion of agenda items at Board meetings,
promoting an open environment within the Board room for constructive debate, encouraging the NEDs to speak freely,
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 Ting 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.
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Lead Independent Director
In view that the Chairman of the Board, Mr Kwek Leng Beng is not an independent Director, the Board in line with the
recommendation under the 2012 Code has appointed Mr Ernest Colin Lee as Lead Independent Director (“Lead ID”) on
26 February 2013 to serve as a sounding board for the Chairman of the Board and also as an intermediary between the
NEDs and the Chairman of the Board. The role of the Lead ID is set out under the written terms of reference of the Lead
ID, which has been approved by the Board. During the year, the Lead ID held discussions with the other independent
Directors without the presence of Management or the Chairman of the Board.
PRINCIPLE 4: BOARD MEMBERSHIP
NC Composition and Role
3 out of the 4 members of the NC are independent. The NC chairman is also the Lead ID. Please refer to the ‘Corporate
Directory’ section on page 17 of the AR, for the composition of the NC.
The NC’s responsibilities as set out in its written terms of reference, approved by the Board, is to review all Board and
Board Committee composition and membership, determine Director’s independence, evaluate performance of the Board
as a whole, its Board Committees and the individual Directors, review appointments and resignations of key Management
which includes the Executive Director (“ED”), CEO, COO, CFO and other relevant key management staff and review
Directors’ training and continuous professional development programme. The Company Secretary maintains records of
all NC meetings including records of key deliberations and decisions taken.
For the financial year under review, the NC conducted a self-assessment of its own effectiveness in the discharge of its
roles and responsibilities, which was facilitated through the use of a self-assessment checklist (“NC Self-Assessment
Checklist”).
The NC Self-Assessment Checklist covered, inter alia, the responsibilities of the NC under its terms of reference, and
considered also the contribution of NC members to the deliberation and decision-making process at NC meetings.
Based on the self-assessment, the NC believes that it has fulfilled its responsibilities and discharged its duties as set out
in its terms of reference.
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 listed company board representations and/or other principal commitments, and also reviews
their independence.
The Articles of Association of the Company provide that not less than 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 every 3 years. In
accordance with the Articles of Association of the Company, Mr Kwek Leng Peck retiring by rotation, has offered himself
for re-election at the forthcoming AGM (“2015 AGM”).
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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 related industries, and 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 meets with the proposed candidates to assess their suitability 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); (c) the candidate’s
age, gender, track record, experience and capabilities or such other factors as may be determined by the NC to be relevant
and which would contribute to the Board’s collective skills; and (d) any competing time commitments if the candidate
has multiple listed company board representations and/or other principal commitments.
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 listed company board representations and/or
other principal commitments. An analysis of the directorships (which includes directorships within corporate groups and
executive appointments) held by the Directors is reviewed annually by the NC. Each Director is also required to confirm
annually to the NC as to whether he has any issue with competing time commitments which may impact his ability to
provide sufficient time and attention to his duties as a Director of the Company. Based on the analysis, the Directors’
annual confirmation and the Directors’ commitments 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.
It is recommended under the 2012 Code that the Board consider providing guidance on the maximum number of
listed company representations which each Director of the Company may hold in order to address competing time
commitments faced by Directors serving on multiple boards. Having considered this issue, the NC does not recommend
setting a maximum number of listed board representations that a Director may hold. The Board considers an assessment
of the individual Directors’ participation as described above to be more effective for the Company than to prescribe a
numerical limit on the number of listed company directorships that a Director may hold. It would not wish to omit from
consideration suitable individuals who, despite the demands on their time, have the capacity to participate and contribute
as members of the Board.
The Board at the recommendation of the NC has recently introduced a policy where a Director should consult the Chairman
of the Board and the chairman of the NC prior to accepting any new principal commitment or listed company board
appointment. This would allow the Director to review his time commitments with the proposed new appointment and
in the case of an independent Director, to ensure that his independence would not be affected.
Key Information on Directors
Please refer to the ‘Board of Directors’ section in the AR for key information on the Directors, and additional information
in the notice of AGM for Directors proposed for re-election and re-appointment at the 2015 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

23

Hong Leong Asia Ltd. Annual Report 2014

CORPORATE
GOVERNANCE REPORT

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.
Board Development
The NC reviews the training and development of the Directors to ensure that Directors receive appropriate development
on a continuing basis, to perform their roles on the Board and where applicable, the Board Committees. The Directors
are provided with updates and/or briefings to assist them to properly discharge their duties. The briefings are conducted
either internally with invited speakers, or externally, at the Company’s expense. A separate programme is established for
new Directors, details of which together with details of the internal briefing and updates provided to the Directors in
2014 are set out in the paragraph above under the subject heading “Board Orientation and Training”.
The Board is kept apprised twice yearly on a list of training programmes attended by the Directors during the year.
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, the various Board
Committees and the contribution by each Director to the effectiveness of the Board and the Board Committees, where
applicable. No external facilitator has been used. 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.
The NC’s assessment of the performance of the Board Committees is assisted by the self-assessment checklists of the NC,
RC, AC, and a report provided by the chairman of the SOSC.
The annual evaluation process for each individual Director’s 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 each individual Board member; 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 each 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.
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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.
Individual Director Evaluation Criteria
Factors taken into account in the assessment of a Director’s performance include his abilities and competencies, his
objectivity and the level of participation at Board and Board Committee meetings including his 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 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. The Board and the Board
Committees are also furnished with routine reports, where applicable from the various departments of the Company. Each
of the chairmen of the AC, NC, RC and SOSC 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 Committee 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 advises the Board Chairman, the Board and Board Committees on corporate governance matters
and assists 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.
On an ongoing basis, the Directors have separate and independent access to the Company Secretary, whose duties and
responsibilities are clearly defined.
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 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 and the
Company’s key management personnel (“KMP”).
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The Company has in place a remuneration framework for the Directors and the KMP. The Company currently identifies
its ED, CEO, Group COO (appointed on 3 February 2015) and CFO as its KMP. On an annual basis, the RC reviews the
annual increments, and year-end and variable bonuses to be granted to the KMP. The RC has reviewed the contracts of
employment of the Executive Director (“ED”), the CEO, the Group COO and the CFO, and considered the terms therein
including the termination clauses, to be fair and reasonable.
All the members of the RC also sit on the SOSC and the chairman of the RC is also the chairman of the SOSC. The RC
has access to appropriate advice from the Head of Group Human Resources (“HR Head”), who attends all RC meetings.
In 2013, the Company had appointed Mercer (Singapore) Pte Ltd (“Mercer”), a remuneration consultant firm from
outside the Company to provide advice on the level of remuneration appropriate for positions equivalent to the KMP.
The Company does not have any relationship with Mercer. The Company Secretary maintains records of all RC and SOSC
meetings including records of key deliberations and decisions taken.
Two meetings of the RC were convened during 2014. For the financial year under review, the RC conducted a selfassessment of its own effectiveness in the discharge of its roles and responsibilities, which was facilitated through the
use of a self-assessment checklist (“RC Self-Assessment Checklist”).
The RC Self-Assessment Checklist covered, inter alia, the responsibilities of the RC under its terms of reference, and
considered also the contribution of RC members to the deliberation and decision-making process at RC meetings.
Based on the self-assessment, the RC believes that it has fulfilled its responsibilities and discharged its duties as set out
in its terms of reference.
PRINCIPLE 8: LEVEL AND MIX OF REMUNERATION
Remuneration of Directors and KMP
In reviewing the remuneration packages of the KMP, the RC, with the assistance of the HR Head, 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;
and
to ensure that the remuneration reflects employees’ duties and responsibilities.

The Company advocates a performance-based remuneration system that is flexible and responsive to the market, and
the performance of the Group’s business units and individual employees. In designing the compensation structure, the
Company seeks to ensure that the level and mix of remuneration is competitive, relevant and appropriate in finding a
balance between the current and longer term.
The compensation packages for the KMP comprise a fixed component (in the form of a base salary and fixed allowances
which the Company benchmarks with the relevant industry market median), a variable component (comprising shortterm incentives in the form of year-end and variable bonuses and long-term incentives in the form of the grant of share
options subject to a vesting schedule) and benefits-in-kind, where applicable. The variable components take into account
amongst other factors, the KMP’s performance, the Group’s performance, the business unit’s performance and industry
practices. The Company exercises broad discretion and independent judgment in ensuring that the amount and mix of
compensation is aligned with the interests of shareholders and promote the long-term success of the Company.
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The mix of fix and variable reward is considered appropriate for the Group and for each individual role. The overall level
of remuneration is not considered to be at a level which is likely to promote behaviour contrary to the Group’s risk profile.
The compensation structure is directly linked to corporate and individual performance, both in terms of financial, nonfinancial performance and the creation of shareholder wealth.
The SOS is a long term incentive plan. KMP who have a greater ability to influence the Group’s outcomes have a greater
proportion of overall reward at risk. It is put in place to increase the Group’s flexibility and effectiveness in its continuing
efforts to reward, retain and motivate key good employees to achieve superior performance and to motivate them to
continue to strive for the Group’s long-term shareholder value. It also aims to strengthen the Group’s competitiveness
in attracting and retaining talented key management employees. There is no provision in the SOS which requires the
EDs and KMP to continue to hold their shares upon exercise of the options. Options granted under the SOS to EDs and
KMP are already deferred and vest progressively over a period of 3 years. To-date, the Company has granted only Market
Price Options and Incentive Price Options (both as defined in the SOS). Information on the SOS is set out in the Directors’
Report on pages 42 to 45 and the Financial Statements on pages 144 to 147 of the AR.
When reviewing the structure and level of Directors’ fees, the RC takes into consideration the Directors’ respective roles
and responsibilities in the Board and Board Committees and the changes in the business, corporate governance practices
and regulatory rules. The RC also compares the Company’s fee structure against industry practices. Other factors taken into
consideration in the fee review includes frequency of Board and Board Committee meetings, corporate performance for
the financial year under review as well as the corporate and economic outlook in the new financial year, and the interval
since the last fee review and changes. No Director is involved in deciding his own remuneration.
There is no restriction on Directors holding shares in the Company. The NEDs are eligible to participate in the SOS. The
grant of options under the SOS to the NEDs is subject to the SOSC’s recommendation and the Board’s endorsement.
Since 2014, the letter of offer of options to eligible participants (including EDs and KMP) under the SOS includes a clawback provision which gives the Company the right to recover or cancel the options (whether in whole or in part, before
they are exercised) in the event of exceptional circumstances involving a misstatement of the financial results of the
Company and the Hong Leong Asia Group for the financial year on which the grant is based, or any misconduct by any
employee of the Company, resulting in financial loss to the Group.
PRINCIPLE 9: DISCLOSURE OF REMUNERATION
Disclosure of Remuneration
The compensation packages for the KMP comprise a fixed component (in the form of a base salary and fixed allowances)
and a variable component (comprising short-term incentives in the form of year-end and variable bonuses and longer-term
incentives in the form of the grant of share option subject to a vesting schedule) and benefits-in-kind, where applicable.
There were no termination, retirement and post-employment benefits granted to them for FY 2014.
Information on the SOS is set out in the Directors’ Report on pages 42 to 45 and the Financial Statements on pages 144
to 147 of the AR.
Each of the Directors receives a base Director’s fee with the Board Chairman receiving an additional fee. The Lead ID also
receives an additional fee to reflect his expanded responsibility. Directors who serve on the various Board Committees (other
than the SOSC) 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.
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The structure of fees paid or payable to Directors of the Company for FY 2014 is as follows:
Appointment

Fees per annum
$

Director

50,000 (Basic fee)
Additional Fees

Board Chairman

20,000

Audit Committee (AC)
- AC Chairman
- AC Member

55,000
30,000

Nominating Committee (NC)
- NC Chairman
- NC Member

18,000
12,000

Remuneration Committee (RC)
- RC Chairman
- RC Member

18,000
12,000

Lead Independent Director

10,000

The remuneration of each Director including a breakdown (in percentage terms) earned through base salary, variable
bonuses/allowances, fees, share option grants and other benefits for FY 2014 is set out below:
Director’s Remuneration for FY 2014
Total
Remuneration
(nearest
thousand)

Base
Salary(1)

$’000

%

%

82

0

845

Variable
Board/
Bonuses/
Board
Allowances(1) Committee
Fees(2)

Share
Option
Grants(5)

Other
Benefits

Total

%

%

%

%

0

100

0

0

100

57

21

21(4)

0

1

100

1,519

48 (3)

40 (3)

6 (4)

1

5

100

Ernest Colin Lee

126

0

0

100

0

0

100

Goh Kian Hwee

93

0

0

100

0

0

100

Quek Shi Kui

129

0

0

100

0

0

100

Chairman (Non-executive)
Kwek Leng Beng
Executive Directors
Kwek Leng Peck
Philip Ting Sii Tien @
Yao Sik Tien (CEO)
Non-executive Directors

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 (excluding AC fees) for FY 2014, which are subject to approval by shareholders as a
lump sum at the 2015 AGM as well as the AC fees for FY 2014 that had already been approved by shareholders at the 2013 and 2014 AGMs.
3. Include salary and variable bonuses/allowances for FY 2014 paid or payable by subsidiary(ies) of the Company.
4. Includes Directors’ fees paid or payable by subsidiaries of the Company.
5. These relate to options granted during FY 2014. The fair value of the options as at the date of grant ranges from $0.13 to $0.25 for each share
under option taking into account the vesting schedule using the Black Scholes method.
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Remuneration of Key Management Personnel (not being a Director or CEO) for FY 2014
The Board does not believe it to be in the interest of the Company to disclose the FY 2014 remuneration of its CFO, who
is a KMP (not being a Director) having regard to the highly competitive human resource environment.
Remuneration of Director’s Immediate Family Member for FY 2014
During FY 2014, 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 $50,000.
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, second and third quarter
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 CEO and the CFO provided assurance to the Board on the integrity of the quarterly
and the full year unaudited financial statements. 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 in respect of the
unaudited financial statements for the first 3 quarters to the shareholders in accordance with the regulatory requirements.
Management provides all Directors with monthly Financial Review of the Group’s performance including analysis of the
same. Any material variances between the month under review as compared to the budget and the corresponding month
of the previous year are disclosed and explained.
PRINCIPLE 11: RISK MANAGEMENT AND INTERNAL CONTROLS
Risk Management
An Enterprise Risk Management (“ERM”) framework has been established by Management to formalise and document
the internal processes to enable significant strategic, financial, operational, compliance and IT risks within the relevant
Group companies to be identified, assessed, monitored, managed and evaluated. The Board determines the Group’s
levels of risk tolerance and risk policies, and oversees management in the design, implementation and monitoring of
the risk management and internal control systems. Strong emphasis is placed on creating risk awareness, promoting
accountability and setting the appropriate tone at the top. Risk management training is conducted to communicate and
enhance the Group’s risk culture.
Risk committees (consisting of cross functional personnel) have been set up at both corporate and business unit levels to
implement and maintain risk management policies and initiatives across the Group. To maintain internal audit’s (“IA”)
independence, the Head of IA has been involved in risk management matters in an advisory/consulting role. The risk
management processes at the key business units are driven by their respective risk committees, with regular reporting to
the corporate risk committee (comprising members of senior management and headed by the CEO), who in turn reports
to the AC. On an ongoing basis, Management reviews the Group’s business operations to identify key risk areas and risk
mitigating strategies so as to ensure that risks are adequately managed within the Group’s risk tolerance limits.
Reports on risk management issues are presented by the ERM Manager to the AC on a regular basis. The IA’s role includes
independent review of the Group’s risk management policies and systems.
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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, compliance and IT controls, and
risk management policies and systems. The boards of the Group’s separately listed subsidiaries, namely China Yuchai
International Limited (“CYI”) and Tasek Corporation Berhad, are responsible for the oversight of their respective groups’
internal control and risk management systems and the 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 or loss, 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 judgment in decision-making, losses, fraud or other irregularities.
The CEO and the CFO provided assurances to the Board that (i) the financial records have been properly maintained and
the financial statements give a true and fair view of the Group’s operations and finances; and (ii) the system of internal
controls and risk management systems are adequate and effective to address in all material respects the financial,
operational, compliance and IT risks within the current scope of the Group’s business operation.
The AC reviewed the adequacy of the Group’s key internal controls that address the Group’s financial, operational,
compliance and IT controls, and risk management systems, 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 IA and the risk committees during the financial year, as well as the statutory audit
by the external auditors, Ernst & Young LLP (“EY”), and the written assurance from Management, the Board, with the
concurrence of the AC, is of the opinion that the system of internal controls and risk management systems in place as at
31 December 2014 are adequate and effective to address in all material aspects the financial, operational, compliance
and IT risks within the current scope of the Group’s business operations though improvements are needed especially on
the Group’s China operations.
The Board wishes to highlight that the majority of the Group’s businesses are located in China, which is a challenging
control environment to operate in.
The Board noted that CYI, a subsidiary listed on the New York Stock Exchange, had in its FY 2013 annual report filing on
Form 20F on 22 April 2014, disclosed that its Independent Public Accountants, EY, had concluded in their opinion, that
CYI maintained, in all material respects, effective internal control over financial reporting as of 31 December 2013, based
on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO).
As of the date of this report, CYI is still in the process of evaluating its internal controls over financial reporting. The SOX
program will be subject to final review by the auditors, and is currently on-going. To date, CYI’s management has not
received any report on material weaknesses from its auditors. The full results will not be known until the finalization of
CYI’s FY 2014 annual report filing on Form 20F in mid April 2015.
As part of internal audit program for FY 2014, audit findings identified control weaknesses at some of the Group’s China
subsidiaries. Management action plans based on IA’s recommendations were developed to address these weaknesses.
EY, during the audit of the financial statements of the Group, have also identified certain deficiencies in internal controls,
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which have been reported to the AC and are currently in the process of being rectified by management. Management
has assessed and determined that the deficiencies do not have significant financial impact on the financial statements
of the Group for FY 2014.
Management will continue to review and strengthen the Group’s control environment, and further refine its internal policies
and procedures. Management continues to devote resources and expertise towards improving the level of governance
and internal controls, in particular for the Group’s subsidiaries in China.
PRINCIPLE 12: AUDIT COMMITTEE
Composition of AC
The AC comprises 3 NEDs, all of whom including the chairman of the AC are independent. 2 members including the AC
chairman possess the relevant accounting or related financial management expertise and experience. With the current
composition, the AC believes that it has the relevant accounting or related financial management expertise and experience
to discharge its functions within its written terms of reference which has been approved by the Board.
Powers and Duties of the AC
The AC is authorised by the Board to review or investigate any matters it deems appropriate within its terms of reference
and has direct and unrestricted access to the external auditors, the internal auditors and Management. It may invite
any Director, Management, officer or employee of the Group, the external auditors and internal auditors to attend its
meetings. It is also authorised to engage any firm of accountants, lawyers or other professionals as it sees fit to provide
independent counsel and advice to assist in the review or investigation on such matters within its terms of reference as
it deems appropriate, at the Company’s expense.
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, IT 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
financial statements to be issued by the Group before their submission to the Board to ensure their completeness,
consistency and fairness;

-

to review the integrity of the financial statements of the Group to be announced or reported and any other
formal announcements relating to the Group’s financial performance;

-

to assess the role and effectiveness of the IA function in the overall context of the Group’s internal controls and
risk management systems;

-

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

-

to review, on an annual basis, the scope and results of the external audit 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 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, compliance and IT controls, and risk management policies and systems and report to the Board
annually the adequacy and effectiveness of such internal controls;
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-

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;

-

to approve the appointment, resignation or dismissal of the Head of IA;

-

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

-

to review the Company’s whistle-blowing policy and arrangements put in place for raising in confidence concerns
about possible improprieties in matters relating to financial reporting or other matters; and

-

to provide oversight of the risk management framework designed, established and implemented by Management
for the identification, assessment, management and monitoring of risks, with the objective of embedding risk
management processes into existing management processes.

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, at least once 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 SelfAssessment Checklist”).
The AC Self-Assessment Checklist covered, inter alia, the responsibilities of the AC under its terms of reference, and also
considered the contribution of AC members to the AC’s deliberation and decision-making process.
Based on the self-assessment, the AC believes that it has fulfilled its responsibilities and discharged its duties as set out
in its 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 EY and gave careful consideration to the Group’s relationships with them during 2014. In determining
the independence of EY, the AC reviewed the Group’s relationships with them and considered the nature of the provision
of the non-audit services in 2014 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 EY is, and is perceived to be, independent for the purpose of the Group’s statutory financial audit. For
details of the fees paid and/or payable to EY in respect of audit and non-audit services for FY 2014, please refer to note
24 of the Notes to the Financial Statements on page 138.
In reviewing the nomination of EY for re-appointment for the financial year ending 31 December 2015, the AC had
considered the adequacy of the resources, experience and competence of EY. 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.
EY has confirmed that they are registered with the Accounting and Corporate Regulatory Authority. The Company is thus
in compliance with Rule 712 and Rule 715 (read with Rule 716) of the Listing Manual in relation to the appointment of
the Group’s auditors.
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On the basis of the above, the AC has recommended to the Board the nomination of EY for re-appointment as external
auditors of the Company at the 2015 AGM.
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 25 April 2014.
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 2015 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 are as follows:

Name of Interested Person

Aggregate value of all Interested
Person Transactions in FY 2014
(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 2014 under the IPT
Mandate pursuant to Rule 920
(excluding transactions less than
$100,000)

$’000

$’000

Hong Leong Investment Holdings Pte. Ltd. Provision of the following
group of companies
services by Interested
Persons to the Group :
(i) Legal and trademark
services

284

(ii) Corporate secretarial
services

349

Total

633

Construction-related
Transaction – Supply
of raw materials by
Interested Person to the
Group:

104

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.
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Whistle-blowing Policy
HLA has in place a whistle-blowing policy where staff of the Group or other persons can raise in confidence concerns on
possible improprieties in matters relating to financial reporting or other matters. The AC has the responsibility of overseeing
this policy which is administered by the Head of IA. Under these procedures, arrangements are in place for independent
investigation of such matters raised (where appropriate) and for appropriate follow up action to be taken. A dedicated
whistle-blowing email account at hla999@hla-grp.com has been set up to receive complaints and information from all
employees of the Group or other persons in order to facilitate and encourage the reporting of such matters. Details on
the dedicated channels of communication have also been made available on the Company’s website and intranet.
PRINCIPLE 13: INTERNAL AUDIT
Reporting Line and Qualifications
The IA function is independent of the activities it audits. The Head of IA’s primary reporting line is to the AC chairman
with an administrative line of reporting to the CEO of the Company. The appointment, resignation and dismissal of the
Head of IA is reviewed and approved by the AC. The AC also provides input on the annual performance appraisal of the
Head of IA and the AC chairman is consulted on all bonus payments and salary adjustments for this position. The AC
meets the Head of IA at least once annually without the presence of Management. The Head of IA has unfettered access
to the AC, the Board and Management as well as the Group’s documents, records, and properties except for those under
the Group’s separately listed subsidiaries.
IA operates within the framework stated in its IA 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
sales and channels operations, procurement, inventory management, information systems and compliance with company
policies and procedures.
The AC approved the annual IA plan and received regular reports during 2014 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 IA.
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 members of the Institute of Internal Auditors of Singapore and/or chartered member of
professional bodies, the team receives regular updates on the latest development of IA 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 including its resources through a review of the IA activities on a quarterly basis as well as its
annual assessment of the IA function facilitated through the use of a checklist, based on the guidance from the ACGC
Guidebook. The AC is satisfied that the IA function has adequate resources and appropriate standing within the Group
to perform its functions properly.
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SHAREHOLDER RIGHTS AND RESPONSIBILITIES
PRINCIPLE 14: SHAREHOLDER RIGHTS
Being committed to good corporate practices, the Company treats all shareholders fairly and equitably. To facilitate the
exercise of shareholders’ rights, the Company ensures that all material information relating to the Group and its financial
performance is disclosed in an accurate and timely manner via SGXNET.
All shareholders are entitled to attend and vote at general meetings in person or by proxy. The rules including the voting
procedures are set out in the notice of general meetings. In accordance with the Articles of Association of the Company,
shareholders may appoint one or 2 proxies to attend and vote at general meetings in their absence. The proxy forms must
be deposited with the Company not less than 48 hours before the time set for the general meetings. As it is logistically
challenging to allow corporations providing nominee or custodial services to appoint more than 2 proxies, the Company
has decided not to implement the same for the time being. CPF investors of the Company’s securities may nevertheless
attend shareholders’ meetings as observers provided they have submitted their requests to do so with their agent banks
within a specified timeframe.
PRINCIPLE 15: COMMUNICATION WITH SHAREHOLDERS
The Company ensures that shareholders are notified of all material information in an accurate and timely manner. The
Company notifies its investors in advance of the date of release of its financial results via SGXNET. The Company’s quarterly
and full year results are announced 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 contact the Company or 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 released by the Company on SGXNET,
and contact details of its Investor Relations.
The Company has adopted a dividend policy, which is set out on page 4 of the AR.
PRINCIPLE 16: CONDUCT OF SHAREHOLDER MEETINGS
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 all the Board
Committees and the external auditors are present at general meetings to assist in addressing queries raised by the
shareholders.
Shareholders are given the opportunity to vote at general meetings. However, 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 or electronic means.
To allow for a more efficient voting system, the Company had introduced electronic poll voting since its 2014 AGM and
would continue to do so at the 2015 AGM. With electronic poll voting, shareholders present in person or represented
by proxy at the 2015 AGM will be entitled to vote on a ‘one-share, one-vote’ basis. The voting results of all votes cast
in respect of each resolution will also be instantaneously displayed at the meeting and announced via SGXNET after the
2015 AGM. The rules including voting procedures that govern general meetings of shareholders are set out within the
notice of 2015 AGM.
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The Company provides for separate resolutions at general meetings on each substantial issue, including treating the reelection 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 AGM in the annual report. The Company also maintains
minutes of AGM, which includes the key comments and queries raised by shareholders and the responses from the Board,
Management and/or the external auditors.
Corporate Values and Conduct of Business
The Board and key 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 in place 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 Group’s businesses 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 in place 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 (a) on short-term considerations, (b) while in possession
of unpublished material price-sensitive information in relation to such securities, and (c) during the “closed period”
which is defined as two weeks before the date of announcement of results for the first, second and third quarter 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 prior to
the commencement of the “closed periods” relating to dealing in the Company’s securities.

23 March 2015
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PROXY FORM

For Annual General Meeting

IMPORTANT
1. For investors who have used their CPF monies to buy the Company’s shares, the Annual Report is forwarded
to them at the request of their CPF Approved Nominee and is sent solely FOR INFORMATION ONLY.
2. This Proxy Form is not valid for use by CPF investors and shall be ineffective for all intents and purposes if
used or purported to be used by them.
3. CPF Investors who wish to attend the 54th Annual General Meeting as OBSERVERS must submit their
requests through their respective Agent Banks so that their Agent Banks may register with the Company
Secretary of Hong Leong Asia Ltd. (Agent Banks: Please see note 8 on required format.)
Personal Data Privacy
By submitting an instrument appointing proxy(ies) or representative, the member accepts and
agrees to the personal data privacy terms set out in the Notice of Annual General Meeting dated
7 April 2015.

*I/We, _______________________________________________________________ with NRIC/Passport No. _________________________
of ________________________________________________________________________________________________________________
being *a member/members of HONG LEONG ASIA LTD. (the “Company”), hereby appoint:
Name

NRIC/Passport No.

Proportion of Shareholdings
No. of Shares
%

NRIC/Passport No.

Proportion of Shareholdings
No. of Shares
%

Address
*and/or
Name
Address

as *my/our *proxy/proxies to vote for *me/us on *my/our behalf at the Fifty-Fourth Annual General Meeting of the Company (the
“AGM”) to be held at Grand Copthorne Waterfront Hotel, Galleria Ballroom, Level 3, 392 Havelock Road, Singapore 169663 on Thursday, 30 April 2015 at 3.00 p.m. and at any adjournment thereof. *I/We direct *my/our *proxy/proxies to vote for or against the Resolutions to be proposed at the AGM as indicated with an “X” in the spaces provided hereunder. If no specific direction as to voting is given,
the *proxy/proxies will vote or abstain from voting at *his/their discretion, as *he/they will on any other matter arising at the AGM.
No.
A.
1.

Resolutions
ORDINARY BUSINESS:
Adoption of Reports and Financial Statements

For

2.

Declaration of Final Dividend

3.

Approval of Directors’ Fees and Audit Committee Fees

4.

Re-election of Mr Kwek Leng Peck as Director under the Articles of Association

5.

Re-appointment of Directors under Section 153(6) of (a) Mr Kwek Leng Beng
the Companies Act, Chapter 50:
(b) Mr Ernest Colin Lee

Against

(c) Mr Quek Shi Kui
6.

Re-appointment of Ernst & Young LLP as Auditors

B.
7.

9.

SPECIAL BUSINESS:
Authority for Directors to issue shares and/or make or grant offers, agreements or
options pursuant to Section 161 of the Companies Act, Chapter 50 and the listing
rules of Singapore Exchange Securities Trading Limited
Authority for Directors to offer and grant options to eligible participants under the Hong
Leong Asia Share Option Scheme 2000 (the “SOS”) other than Parent Group Employees
and Parent Group Non-Executive Directors and to issue shares in accordance with the
provisions of the SOS
Renewal of Share Purchase Mandate

10.

Renewal of IPT Mandate for Interested Person Transactions

8.

Dated this __________________day of__________________ 2015

Total No. of Shares Held
Signature(s) of Member(s) / Common Seal
* Delete accordingly
Notes: See overleaf

NOTES:
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4. This instrument appointing a proxy or proxies must be signed by the appointor or his attorney duly authorised in writing.
Where the instrument appointing a proxy or proxies is executed by a corporation, it must be executed either under its
common seal or under the hand of its attorney or a duly authorised officer.
5. A corporation which is a member may authorise by resolution of its directors or other governing body such person as it thinks
fit to act as its representative at the AGM in accordance with its Articles of Association and Section 179 of the Companies
Act, Chapter 50.
6. This instrument appointing a proxy or proxies (together with the power of attorney, if any, under which it is signed or a
certified copy thereof), must be deposited at the Company Secretary’s office at 36 Robinson Road, #03-01 City House,
Singapore 068877 not less than 48 hours before the time fixed for holding the AGM.
7. The Company shall be entitled to reject an instrument appointing a proxy or proxies if it is incomplete, improperly completed,
illegible or where the true intentions of the appointor are not ascertainable from the instructions of the appointor specified
in the instrument appointing a proxy or proxies. In addition, in the case of shares entered in the Depository Register, the
Company may reject any instrument appointing a proxy or proxies lodged if the member, being the appointor, is not shown
to have shares entered against his name in the Depository Register as at 48 hours before the time appointed for holding the
AGM as certified by The Central Depository (Pte) Limited to the Company.
8. Agent Banks acting on the request of CPF Investors who wish to attend the AGM as Observers are required to submit in
writing, a list with details of the investor’s name, NRIC/Passport number, addresses and number of shares held. The list,
signed by an authorised signatory of the Agent Bank, should reach the Company Secretary’s office at 36 Robinson Road,
#03-01 City House, Singapore 068877, not less than 48 hours before the time fixed for holding the AGM.
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