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@ HONG LEONG FINANCE

Full Year Financial Statements And Related Announcement

Full year financial staterments on consolidated results for the year ended 31 December 2019, These figures
have been audied in accordance with Singapore Standards on Auditing

1{a}. Audited Group Statement of Comprehenshe Income for the Year Ended 31 December 20159

Ret 2019 2018 b
$'000 $7000 %
Prafit and loss accournt;
Interest on lnans 292 664 259,537 128
Hinmng charpes 57,200 53,247 74
Ciher inferest income 46,492 37,154 25.1
Interast income/hinng charges 396,356 349,942 113
Less: Intarest expense Lit) (i) 194,652 | 37,823 4].2
Ml Interest Income hining charges 201,704 | 12119 &3
Fee and commizsion income 13,714 15,337 [10.E)
Oiher operating smcorme ik | 328 | 614 | {473
Income before operating expenses 215,742 @ F2E070 {5.4)
Less; Staff costs 67,675 &6,033 1.1
Depreciation of property, plant and eguipment Libj{iay 8,071 [.B55 aze
Other operating expensas L{b) (Rikp 14,460 | 15321 1252
Total operating expensas 90.206 | 83008 | 23
Profit from operations before allowances 125,536 | 139.86] (o2
Add/ Less); (Alowances for)/reversal or recovery of doubtful
debts and other tinancial assets (1,578) 2,276 | (168.3)
Profit before tam 123 958 142,18 (2.8
Less! Income [ax expanss 20,873 23,794 (123
Profit for the year/Comprehensive income attributable to
owners of the Company 103,085 | 118343 | (129
Eamings per share [cents)
- Basic 23.09 76.56
- Diluted 23.05 26.52




L{b). Other information in relation to the Group Statement of Comprehensive Income

As maore fully described under "Accounting Palicies” in Note 9, the Group adogted SFRS(I) 16 Leases
effective 1 January 2019 using the modified retrospective approach.  On adoption, right-ofuse
(“ROLI") assets and bease liabilities were recognised on the balance sheet of the Group, Depreciation
charge on “ROU" assets and inferest expense on lease liabilities were recognised, replacing the
rental expense in the Statement of Comprehensive Income.

For the year ended 31 December:

2019 2018

S'mil S 'rmil

it Interest expense on lease labilities 0.8 .
(i} Depreciation on “ROU" assets 6.4 -
fii) Rental expenses (included in "Other operating expenses”) - 6.9
7.2 6.9

(iv) Cther operating income includes gain on disposal of plant and equipment amounbing to
$62,000 (2018 $296.000) and gain on higuidation of investments (long-term) amounting to
SNl (2018 $106,000).

Profit after tax 2019 | 2018 | +/|
£'000 27000 %

- first half year 52,524 55,415 i5.2)

- second half year 50,561 | 52927 [15.7]

The decreass in the prafit after 1ax for the second half of 2019 when compared to the same persod
in 2018 was mainly atiributed fo the declne in net interest income, and additional net allowances
for doubtful debts of $2,315.000 compared to the net recovery of doubtful debts of $3,857 000 in
the same period last vear.

The Group operates in only one segment. Its actiwties relate fo financing business augmented by
secondary nondending activities, All activities are carried out in the Republic of Singapare.



2{a).

2[b).

2lch,

2{d).

Summarised Staterments of Financial Position

Group Company
31 Dec 31 Dec 31 Dec 31 Dec
20159 20LE 2019 2018
Humber of shases in ==sue 447,526,473 445 518433 “1.5;5.4?3 445.5158,433
£000 £'000 S0 5000
Share caplal B89,051 BES 440 889,051 34 240
Fenaryes 745,914 726, /00 T4a 914 126 600
Aeeurmulated prafits 275,278 263,311 271,899 260,020
Equity altributabie to owners of the
Cormgpany 1,914,243 1,874,351 1,910,864 187L.060
Linbities
Deposits and balances of customers 12,307,049 (1,337,820 12,311,282 11,341 286
Trads and othar payables 215,866 [£o.822 214,549 128,507
Current tax payable 21,828 T 21,823 ar Iog
Cieferned tad lablitias 1,794 2,150 1,734 2,450
Tatal liabiities 12,546,537 11506504 12,549,448 1,509,751
Tatal eguity and liatilibes 14,460, 7RO 13,381,255 14,460,312 13,3B0.B11
Assats
Cacsh at banks and in hand !‘-I-T,'ﬂﬂ'ﬂ ],-ﬂﬂ-.?j?.'-" M‘EE |!.4'1] 3-4'3‘
Statutary deposit with tha
Monetany Awtharity of Singapore [“MAS") 338,393 297 845 338,393 297 645
Sengapore Gouermment debt secunties
and MAS Bills 1,531,763 1,322 306 1,531,763 1,322,326
Hire purchase receabies 1,764,978 | Leata16 1,764,978 168916
Loans, achvances and factorng receivahles 9,808,646 B&15.79] 9,808,646 B5R1%79]
11,573,624 10,296,707 11,573,624 10 5 207
Mtawances for doubiful dests {19,322) | {10,044} {19,322) [19,044] |
11,554,302 10,277 663 11,554,302 10,277 663
Ctherreceivabiles, deposits and prepayments 22,160 21218 22,159 21,217
Subsidsaries and ipngtErm investments - . 535 335
Property, plant. and equipment 66,732 20,078 66,732 076
Tolat azzets 14,460,780 13,388 255 13,460,312 13,380,811
Acceptances, guaranibess ard ofher obligations
an beheE! ol cistoerers 3,804 5326 3,804 5526

Oher infarmation in relation 1o the Summansed Staterments of Financial Posiion

For he Growp and the Company,

[l Trade and athar payables includes lease kabilities amaounting fo 544,835,000 (31 December 2018: SNill; and
[} Property, plant and equipment includes right-cfuse (“ROU") assets with a net book value ameouwnting to $43,5%2 000

(31 December 2018: SNil).

et Assat Yalus

st

LNu: assel value pér share (%]

4.20

427 |

4,20

Thare are no outstandireg borrowings and debt securties issuance as at 31 Decemmber 2019 (31 December 2018: SNl

for the Group and the Company,



3. Consolidated Statement of Cash Flows

2019 2018
5'000 5000
Cperatng acinates
Proht tar the yaar 103,085 118,343
Adjirstmants for
impact of accrual of interest income 200 [
imgpact af accrual of interest expanse 45,495 13.005
Afiawances for doutitiul debis 2,811 1373
Interest exnense on kease hahibties 76 -
Diepreciatan 4l propary, plant and eguipment 8071 1,555
Gaain an disposal of property, plant and eguinment &2} (296}
Gain an kgquidation ol ivaestrments fongtam| . [ 106|
Value of smployee serdces recaned for ssue of shara opbons 2FF 2RA
IncoimiE Tax experss 20,873 23,794
181.526 163 &84
Changes it working capital,
Loars, advances snd receiables {1,279,450) {314,50L]
CRher repoivables, deposds and prepaymsils (1,142} 478
Singapore Goyarnment debk securilins and MAS Bils (209,437) i73,476]
Capesits and balances af cusiamers 9649 229 678270
Trade and other payables {4,286) 679
Cash gererated from usad i) opefabons {343,560) 44,450
Ircamie taxes paid (36,379} (17,643
Gash Nows rpmy |used m) aperalng scisilies {379,938) d2a837
Iniesling actyilies
Purchase of property, plant and squepemesl (4, 77T5) [747)
Praceeds tram disposal of property, plant and eqnpmant 71 331
Praceeds fram liguidatan of mvestments (ongtesmg - 106
Cash Nows (smed in muesting acteses (4, 704) [305)
Financing actwities
Payment for lease Nabiibes |6,689) 2
Pracesds fram exercise of share ophons 4,137 1,450
Dwvsdend s paid ~ [66,954) B2 254
Cash flows wsed in hnamoing actebies (69,506) [B050HE)
Mot incrosss | |decrease) incash and cash eounalents (454,149) IEEAFR
Cash and cash equivalents at beginning of year ~ 1,739972 [ 374309
Cash and cash equvalants al end of yoae . 823 1, 739873

Cash and cash equivatants mcluded in the consolidated Saternest af ash Nowe-oomprise (he |olloweng
51 Dec 2019 3] Dec F01E

§'000 $°000
Cash at banks and in hand 947,430 1,442 307
Stalutnry deposit with B Monelery futhority of Singapore ["RAS") . 338,393 2897 645
Chsh and cash euvatents 1,285,823 1730872

In addition to the cash and cash equivalents above, marketable Singapore Government debt securities
and MAS Bills amounted fo $1,531,763,000 {31 December 2018: §1,322 326,000} for the Group.



4, Statements of Changes in Equity

Regidatory
Fhara hoss
Share Seatstory Capital ogrtion alicwance Aszcermulaiad
capliisl FREITIE IBLETE resErdE rEsETYn profits Total
000 000 ' SN000 5000 5'00 SO0
Groizp
Al | Jwtuzry 2018 35765 fax a8 .37 5,554 le9s 235ENL R H
Isxue af chares undar sham ophon
schemn 14540 1 A%
Velue ol emplope sersoes recared for
sy of share cplons TEE IR
Valiig o emapia e SRS ransheined for
share oobons eesrcaed or lapsed bl {1,085 e
Fina' depdend of 8 conts per shane
i dnearnpif cne-liar) pad in resgact
of e 2017 140,110 40,114
Irtanm dwcend ol & cenls per cham
{tan exempt pre-der| poid T raspect
wlyear JOLE |22,283) [y ]
Hustmant under WS D] (3550 ]
amprehetsve INcome -1y fhe yer 1IR3 118,343
Trmrvifr tn Shahuitry sékerss 29;‘.:-55 IHS-EI .
i1 41 Bncember 2018 B, 440 T2 ag fm? 4755 16 544 ik LETAL
A1 1 Janusey 2019 55 pregousdy
Haled BA3 440 Fo2. 994 2,307 4, 755 16544 3311 1L.E74.35]
EFact ol matiad somdion ol
EFRSI0 16 it of nae| [653] L1
T Manusry 7015, a5 restated B84 440 702,994 2,307 4,758 16.544 PEZE5E  1ETIEDE
iy ol sharey urrder shaee ofilan
TS 4,137 #1347
Wik of e ployed canssing e fiom
ssi of sharg ophions 21T 217
Yolue of emploves seraces Fardtamad T
share ophions esprcises o lapsed A74 {1, 753) 1,219 .

Firia| chwdercl of 10 cenls per shere

[Fare ansmid Db | e in recpac

of year J01E [LE R [EE R0
rierm dredend of © cants per ghine

{tord @ngempl Grm-fer | pasdd N rmspect

ot pear 20014 (22, 524) (22,324}
& primont gnder MAS 811 {mA2) a8r

Carprfmmem neome b Thi o 103.08% 103,085

Transter & Stebulzry resen 25,772 (25,772) -
A 31 Dncamber 2013 888,051 728,766 2,307 3378 1s.862 275,278 1,914,743




a, Statements of Changes in Equity (continued)

Regulaiary
Sharw logs
Shane Slatubary Capital option pibrwance Agcumndated
resErvE reseree rECEVE PR profits Totsl
&' 0roell &' D0 5'000 5D 5 0ei0 000 5000
Enm
& | freswy 3018 EEY B3 673,408 2307 nnE 18952 23237 LE13.217
Igme of thdvet Lradap shdre oplan
sl L4590 1,430
Yalue of employes seraces receied dor
sl ] ahare opbaiis 286 i
Walue of emplapee sereres ransfened o
share npioe meecived o s 121 11.085] 7 S

Frwd cradend of 3 cants par wbanm
{la ewpTpd e -Ber | geed in FEsDecl .
of wear 20L7 [T ] AR
Imierm desdend ot B cenbs per shpee
[IE=E THTH R T s R e o

o s 20118 [ | [Pl
Aal L ndrdgnl uneiai MES H1] 350 =
Compreremee norne e the vesr 118585 (NER
Traredder b Stabulory roserse 20,5856 [2% 5i5]
M 3] Decernter LR B24 30 kRl 13ar 4.755 L5544 240 LB 5871060

M | Jarusary 2013, s prevoushy

slabad PR L] 702,094 2307 4,788 16,544 260,020 LAT1080
ERect of weial adopbon of

SFRSAN 16 et of tiee) {653} (653)
it | Joreewry 2019, 2= restaies BE4 440 T02,954 Fa07 A, 755 16,544 259 367 1BT0 407
|8siie gt ghames unger shde opfan

scheme 4,137 4,137
Vil ol el Sensces nkcoaed fod

= e of shave cpbons 277 o
Vil ol emiployee séneries nansiemes foe

hane nohons eeerosed of |aeed 474 11,753 1,279 .

Fnal deadend of 10 cecls per sho'e

[ g anetar pod 0 nespect

oy 2014 (R4 G301 (54,6300
Irtenm deacend ol & cenls per ghans

P goampt ongton pad e respec

of ymar 2015 (22.324] (22, 324)
ddgishment unoer MAS 511 1R82) 282 i
Campretueive tietrre i T yeal 102,597 1ikz 557
Tenredar I Stalulery revers 25,772 (rEFF 0 -
fi) 1] Decernber 2019 235051 728 Tk 2,307 3,279 158,562 271609 1.910.564




Review of the Performance of the Group

The Group reported profit from operations before allowances of $125.5 millian for the year ended 31
Decemnber 2019, declined by 10.2% on the back of a strong performance of §139.9 million in the
previous year. The net attributable profit was §103.1 milkon for the year ended 31 December 2015,
12 9% dip from $118.3 million, after a net recovery of doubtful debts of $2.2 million, a year ago.

Interest income rose by 13.3% to $396 million arising from healthy koan growth and improved loans
vield of 16 basis paints, Interest expense increased to $194.7 million driven by competitive deposit
rates on enlarged deposit base to support the |oan growth, Net interest margin contracted by 17 basi
points as the higher cost of fund outweighed the improved loan spread

Fee and commission income declined by 10.6% to $13.7 million mainly attributed 1o lawer fee income
earned from lending actiwties as comparad to the previous year. The lower other operating income
was due mainly to the gain on disposal of plant and equipment in the previous year.

Total operating expenses rase by 2.3% to $90.2 million for the year ended 31 December 2019, mainly
stemnmeng from upgrade in system infrastrecture and fechnology o support new business initiatives
and to enhance compliance controls.

Met allowances for Ioans and other financial assets were 51.6 million, against the net loan allowances
write-back of 2.2 million in the previous year due to bad debls recovered. The Group continues 1o
maintain adequate loss allowances in respect of its lboan portfolio and other financial assats.

Net loan assets totalling $11,554 million as at 31 December 2019, grew by 12.4% or $1,276 million
over the previous year's base of 510,278 million as at 31 December 2018,

In tandem with the growth in loan balances, deposits and balances of cuslomers amounted fo
£12.307 million as at 31 December 2019, represanting an increase of B.5% or 5969 million over the
provious year's base of $11,338 million as at 31 December 2018, Cash and cash equialents
including statutory deposit with the Monetary Authority of Singapore {"MAS”) together with Singapore
Government debt securities and MAS Bills helkd as hiquid assets amounted to $2,818 millien as at 31
December 2019, The Group continues to maintain sound hquidity pasitions.

Group shareholders’ funds as at 31 December 2019 totalled §1,914 million (31 December 2018
$1,874 million) with higher nal asset value at $4.28 per share (31 December 2018: £4.20 per shars).

There has bean no forecast or prospect statement previously disclosed to shareholders in respect of
the year ended 31 December 2010,



Commentary on Significant Trends and Competitive Condibions in the Industry

The Mnistry of Trade and Industry reported that the Singapore economy grew L.O% on a year-on-year
basis in the last quarter of 2019, extending the 0.7% growth seen in the previous quarter. On a guarter
anguarter seasonally-adjusted annualised basis, the econamy expanded at a slower pace of 0.B%,
compared to the 2 2% growth seen in the third quarter. Overall, the Singapore econamy grew by 0.7%
i 2019,

lev the fourth quarter of 2019, the manufacturing sector contracted by 2.3% on a year-on-year basis,
further extanding the 0.7% decline seen in the previous quarter, The contraction was due to output
decling in the electronics, chemicals, transport engineering and general manufacthunng sectors, which
was mitigated by output expansion in the precision engineering and biomedical manufacturing
clusters. On a quarteron-quarter seasonally-adjusted annualised basis, the manufacturing sector
shrank by 5.9%. reversing the 4.8% growth seen in the third guarter.

On the other hand. the construction sector was supported by public sector construction activities and
grew by 4.3% on a yearon-year basis, higher than the 3, 1% expansion seen in the third quarter. On a
guarter-on-guarter seasonalh-adjusted annuabised basis, the sector grew 5.3% after a 3.5% growth in
the preceding guarter,

The senvices producing industries also expanded In the fourth guarter, growing 1.5% on a year-on-year
basis and faster than that 0.8% growth seen in the previous quarler. Growth was supporied by the
finance, insurance and business sectors.

The challenge for the Singapore economy remains the fragity of the external environment and the
prospect of global economic growth amid uncertainties pertaining to US-China tensions beyand trade,
China's slowdown, Brexit and rising political tensions globatly. The emergence of the novel coronawirus
outbreak has ramped up pandemic fears and risk aversion that could continue fo weigh on business
and consurmer confidence. The rise of risk events are likely 1o cause further downward revision i
growth projections. This has raised the expectation of 2 4= Fed rate cut in the current cycle Short-
term rates are expected to soften as a result of impending growth slowdown,

Amidst these strong exernal headwinds, the Group will stay wglant in our nisk managemeant in
anficipation of 2 modest loan growth and volatile interest margins. We will confinue to deepen our
customers ralationship and collaboration with our business partners to better serve our customers
needs, With the imminent arrival of digital banks sesking to serve the SME and personal finance
markets, we will further explore strategec parinarship with suitable Fintech fo ramp up our services
and enhance customers' experisnce



Dividends

A Final Dradend of 10 cents per share (tax exempt onetier) is recommended by the directors for
approval by shareholders in respect of the year ended 31 December 2015, Subject to shareholders:
approval at the Annual General Meeting to be held an 29 April 2020, the dividend will be payable an
26 May 2020,

Latest Year

]

fii)

KNarme of Dividend
Dividend Type
Dividend Rate
Tedal Dendend
Tax Rata

Marme of Dividend
Dividend Type
Dividend Rate
Total Dividend
Tax Rate

Previous Year

1]

lil}

MName of Divdend
Crvidend Typs
Dividend Rate
Total Dividend
Tax Hafe

Mame of Dividend
Devidend Type
Dividend Rale
Total Divdend
Tax Rate

Final {Froposead)
Cash

10 pepts par share
S44, FE 000"

Tax exempl oneliar

Interim (Paid on 11 September 2019
Cash

b cents per share

§22,324,000

Tax exempt one-fler

Finad (Paid an 22 May 20019)
Cash

10 canis per share

£44 630,000

Tax exempot one-fer

Interim (Paid on 12 September 2018)
Cash

S cents per shere

3222809 000

Tax ewampt one-fier

* The amaunt of daidend is computed on the shares in issue as at 31 December 2019. This amount
s subject ta change arising from the issue of shares upon exercise of options, if any, under the
Hong Leang Finance Share Option Scheme 2001 ("Share Option Scheme”) between 31 December
2019 and the last day for exercise of aptions to determine sharehalders’ entitlerment 1o the dividend.



Shares Issued and Outstanding Convertibles
Since the end of the previous guarier,

[l the Company issued the following 26,500 shares upon exercise of options under the Share

Option Scheme

Share pnce Number of shares issued
$2.28 4,000

$2.45 2,000

5256 1,300

£2.34 3,000

$2.23 £,500

258 11,000

Tatal 26,500

li} options to 78000 shares under the Share Option Scheme lapsed wpon cessation of
ernployment of participants; and

fiii) options ta 219,000 shares under the Share Option Scheme to subscribe for shares granted on
23 September 2019 were not accepted

fis at the end of the year, unissued shares of the Company under option amounted to 15,075,650
shares (31 December 2018: 16,187 455 shares)

Pursuant to the Finance Companies Act, Chapter 108, the Company does nat hold treasury shares
and accordingly, there were no {reasury shares held as at 31 December 2015 and 31 December
2018. There were also no shares held as subsidiary holdings as at 31 December 2015 and 31
December 2018

10



Accounting Policies

The financial staterments are prepared in aceerdance with Singapore Financial Reporting Standards
{International) ("SFRS()s").

As previously announced, the adoption of the new)/ revised /amendments to SFRS(I}s which came info
effect from 1 January 2019 dees not have a material impact on the financial statements of the Group
and the Company for the year ended 31 December 2019, except for SFRS{l} 16 Leases on first time

adoption impact.

SFRS(l) 16 Leases introduces a single, on-balance sheet kease accounting mode! for lessess. A legses
recognises a ROLU asset representing its right to use the underlying asset and a lease lability
representing its obligation to make kease payments. The Group has apphied SFRS()) 16 initially on 1
January 2019 using the modified retrospective approach, The cumulative effect of adophing SFRS(
16 was recognised as an adjustment to the opening balance of accumulated profits at 1 January
2019, with no restalement of comparative information. At initial adoption on 1 January 2019, the
Group accounted for $39.9 million of ROU assets, $40.7 million of lease abilities, an increase of
80.1 million deferrad tax assat and a decrease in accumulated profits of 30,7 million.

Except as described above, the accounting policies and methods of computation adopted in the

audited financial statements for the year ended 31 December 2019 are consistent with those applied
in the audited financ:l statements for the year ended 31 Decembar 2018,

¥l



10 Closure of Books

Motice is heraby given that, subject to shareholders' approval of the payment of a final doidend of 10
cents per share in respect of the yvear ended 3] December 2019 at the Annual General Mesting to be
held an 29 April 2020, the Share Transter Books and Register of Members of the Company will be
closed from 5.00 p.m, on 11 May 2020 up 1o {and including) 12 May 2020, Duly completed
registrable fransfers received by the Company's Registrar, M & C Services Private Limited of 112
Robinson Road #0501, Singapore 068202 up to 5.00 p.m. on 11 May 2020 will be registered 1o
determine shareholders' entitlernent to the divdend. In respect of shares in the securities accounts
with The Central Depository {Pie) Limited (“COP"), the said dividend will be paid by the Company to
CDF which will distribute the sad ddend 1o holders of the securities accounts,

11, Sharehobders’ Mandate for Interested Person Transactions

The Company has not sought any shareholders” mandate for inferested person transactions pursuant
to Rule 920 of the Listing Manual of the Singapore Exchange Securities Trading Limited (*Listing
Rubes"].

12 Mesclosure. of person occupying a managedal pesition in the Company or any of its principal
subsidiaries wha is a relative of a director or chief executive officer or substantial shareholder of the
Company pursuant ta Rule 704(13] of the Listing Rules.

Details of Eﬁéngas in

MWame Age | Family relationship with any Currani position and
diractor and/or substantial | dutees, and the year the | dufies and posiion
sharahslder position was hefd held, i amy,
| during the year
Kwel Leng Beng | 79 |Cousim of Mr Kwek Leng Peck  [Chalrman/Managing =
and Mr Kwek Leng Kee, and Director
uncle of Mr Kawn Hangche Full responsehelities as
Chief Executive Offcer. |
Managing Ceector of
the Company since
March 1973,
Chasrman of the
= _ Company since 1984

BY ORDER OF THE BOARD
YEQ SWEE GIM, JOANNE
COMPANY SECRETARY

Dated this 27 day of February 2020
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Independent auditors’ report

Members of the Company
Hong Leong Finance Limited

Report on the audit of the financial statements

ot

We have audited the financial statements of Hong Leong Finance Limited (the "Company”) and its subsidiarnes
{the "Group™), which comprise the consolidated statement of financial position of the Group and the statement
of financial pesition of the Company as at 31 December 2019, the consclidated statement of comprehencne
income, consalidated staternent of changes in equity and consolidated statement of cash flows of the Group
and statement of changes in equity of the Company for the year then ended, and notes to the financial
staternents, including a summary of significant accounting policies, as sel out on pages 14 10 72

In aur opinian, the accemparmang consolidated financial statements of the Group and the statement of financial
pasition and statement of changes in eguity of the Company are properly drawn up in accordance with the
provisions of the Companies Act, Chapter 50 [the "Act™) and Singapore Financial Reportng Standards
{intemational) ("SFRS{I)s™) so as to give a true and fair view of the consolidated financial position of the Graup
and the financial position of the Company as at 31 December 2019 and of the consolidated financial
performance, consobidated changes in equity and consolidated cash flows of the Group and changes in equity
of the Company for the year ended on that date.

Basis for opinion

We conducted our audit in accordance with Singapore Standards on Auditing ("53As"). Our responsibilities
under those standards are further described in the “Auditars” responsibdibes for the audit of the financial
ctatemments’ section of our report. We are independent of the Group in accordance with the Accounting and
Corporate Regulatory Authority Code of Professional Conduct and Ethics for Publie Accountanis and
Accounting Enfities (“ACRA Code") together with the ethical requirements that are relevant ta our audit of the
financial statements in Singapore, and we have fulfilled our ather ethical responsibilies in accordance with
these requirements and the ACRA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinicn.

Hey auait malilers
Key audit matters are those matters that, in our professional judgement, were of most significance in our audi
af the financial statements of the current period. These matters were addressed in the contest of our audit of

the financial statements as a whale, and in forming our opinion therean, and we do not provide a separate
opinkon an these matters,

13



Hung Leang Fiananey Limited ond itv subsidiarier
Tneleperalons anfiiars répor?
Yoar erded 31 December 2009

Impairment of loans, advances and receivables
(Refer to Mote 11 in the financial statements|

The key avudit matter
The Group's loans, advances and recelvables to customers represent B0% of its total assets

SFRSI) 9 “Financial Instruments” requires the Group to determine the probability weighted estmate of the
expected credit loss {"ECL") of bans, advances and recenables io customers.

The Group has developed models to calculate the ECL allowances for non creditimpaired exposures
Significant judgemant and assumptions are required in the development of the model parameters, including
the probability of default, loss piven default and exposure at default

The ECL allowances for creditdmpaired exposures is highly subjective due fo the judgement appled by
management in estimating the future cash flows, including the realisable value of collaterals, if relevant, and
conseqguently the ECL allowances required

Given the magnitude of loans, advances and recetvables and coupled with the estimation uncertainty over ECL
allowances, the impairment of loans, advances and receivables is considered a key audit risk.

How the matter was addressed in our audit

We tested the design, implementation and operating affectvenass of the key controls in place over the credil
approval and rewsew process, We performed sample chechs of credit reviews on loans and advances to critically

assess the appropriateness of the credst grading and any objective evidence of impaiment.

In respect of nan creditimpaired exposures, we assessed the appropriateness of the model methodelogy and
parameters for compliance with SFRS{I) 9 requirements. We tested the accuracy and integrity of the inputs
used to compute the ECL allowances. For a sample of non creditimpaired exposures, we re-calculated the
ECL aflowance using the modelied attributes to test the mathematical accuracy of the calculations produced
by the ECL model.

In respect of creditimpaired exposures, we assessed the controls over the determinabon of ECL allowances
for credit-impaired exposures. For 2 sample of creditimpabred exposures, we critically assessed the expected
recoveries from reafisable values of colizterals and other possible sources of repayment. This includes
checking the valuation of collaterals, where possible, to externally derned evidence, such as real estate
valuations,

We found that the methodology and management’s assumptions ysad in the ECL model were appropriate and
the ECL allowances computation was consistent with the ECL model.
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Cittrer sfoermalion

Management 1s responsible for the other information contained in the annual report. Other information is
defined as all information in the annual report other than the financial staterments and ouwr auditors’ report
thereon,

We have obtained all ather information prior fo the date of this auditors’ report except for the analysis of
shareholdings {"the Report”] which is expected to be made available to us after that date.

Qur opinion on the financial statements does not cover the other information and we do net and will ned
express any form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility 5 1o read the other information
idertified above and, in doing so, consider whether the other information is materially mconsistent with the

financial statements or our knowledge obtained in the audil, or olherwise appears to be materially misstated

If, based on the work we have performed on the other information that we obtained prior to the date of this
auditors’ report, we conclude that there is a material misstaternent of this other information, we are required
b report that fact, We have nothing b report in this regard.

Whean we read the Repor, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance and take appropriate actions in accordance with
mahs,

Respansitwitties of managemeant and direclors far the fnancial statements

Management s responsible for the preparation of financial statements that gve a true and fair view in
accordance with the provisions of the Act and SFRS{l)s, and for devising and maintaining a system of internal
accounting controls sufficient to provide a reasonable assurance that assels ars saleguarded against loss from

unautharised use or disposition; and transactons are properly authonised and that they are recordsd as
necessary to permit the preparation of true and fair financial staternents and to maintain accountability of

assets,
In prepaning the financial statements, managerment |s responsibie for assessing the Group's ability o continue

as a poing concern, disclosing. as applicable, matters refated to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Group or to cease aperabons. or has

no realistic aternatie but 1o do 55

The directors” responsibilities include overseeing the Group's financial reporting process.
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Avditors’ responsiyities for he audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and 10 issue an anditors” repart that includges our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with S5As will always detect a matenal misstaterment when it exisis. Misstaterments can anse
from fraud or error and are considered material if, indnadually or in the aggregate, they could reasonably be
expecied to mfluence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with S54s, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:!

. Identify and assess the nsks of material misstatement of the financial statements, whether due to
fraud or eror, design and perform audit procedures responshe 1o those nsks, and obfain audit
evidence that s sufficient and appropriate to provide a basis for our opinion, The risk of nal
detecting a material misstaternent resufting from fraud s higher than for one resulting from emaor, as
fraud may imvolve collusion, forgery, intentional omissions, misrepresentations, or the overnde of
nternal controls

. Obdain an understanding of internal controls relevant to the audit in order fo design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal contrals.

. Evaluate the appropriatensss of accounting policies used and the reasonableness of accounting
estimates and relafed disclosures made by management.

. Conclude on the appropriateness of management's use of the gomg concern basis of accounting
and, based on the audil evklenca obtained, whether a material uncertainty exists related to events or
conditons that may cast significant doutit on the Group's ability to continue as a going concem, If
we conclude that a matenal uncertainty ewsts, we are required o draw attention in our audstors’
report to the related disclosures in the financial staterments or, if such disclosures are inadeguate, 1o
modify our opinion.  Dur conclusions are based on the audi evidence obfained up to the date of our
auditors’ report.  However, future events or conditions may cause the Group to cease fo continue as
a going cancem

. Evaluate the overall presentation, structure and content of the financial statements, mcluding the
distlosures, and whether the financial statements represent the underlying transactions and events
in @ manner that achieves fair presentation.

* Obtain sufficient appropriate audit evidence regarding the financial information of the enfities or
business activities within the Group to express an apinion on the consolidated financial statements.
We are responsible for the direction, supenision and performance of the group audit. We remain
sofely responsible for our awdit opinian,
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We communicate with the directors regarding, amaong other matters, the planned scope and tinung of the
audit and significant audit findings, including any significant deficiencies in internal controls that we sdentify
during our audit.

We also provide the directors with a statement that we have complied with relovant ethical requirements
regarding mdependence, and communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, related safeguards,

From the matters communicated with the directors, we determine those matters that were of most significance
in the audit of the financial statements of the current period and are thercfore the key audit matters. We
describe these matters in our auditors’ report unless the law or regulations preclude public disclosure atoul
the matter or when, in exdremely rare circemstances, we determine that 2 matter shoubd not be communicated
in our report because the adverse consequences of deing so would reasonably be expected fo outweigh the
public interest benefits of such communication

Report on other legal and regulatory requirements
In our opinian, the accounting and other records required by the Act to be kept by the Company and by those
subsidiary corporations incorporated in Singapore of which we are the auditors have been properly kept in

accordance with the provicsions of the Acl

The engagement partner on the audit resulting in this independent auditors’ report i lan Hong Cho Hor.

KPMG LLP
Fubie Accounlamts s
Charfered Accotrriants

Singapore

27 February 2020
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