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IFS Capital Limited (“IFS”) is an
established financial institution
involved in commercial and
structured finance, private equity
investments as well as credit
insurance and guarantees.
Incorporated in Singapore in
1987, the company was listed on
the Mainboard of the Singapore
Exchange in July 1993. IFS
also has operations in Malaysia,
Indonesia and Thailand.

MISSION
STATEMENT

To be an innovative regional
financial solutions provider for
our clients, committed to service
excellence and creating value for
shareholders, management and
staff.
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CHAIRMAN’S STATEMENT

Our strong capital and liquidity position will enable us to take
advantage of opportunities as they arise. We will increase our
scale of business in the regional markets we operate in. In
Singapore there are improving signs.

Despite challenging market conditions we continued our ~ REVIEW OF 2009 PERFORMANCE

profitability last year. Net profit before tax rose marginally to

$7.9 million. Our net profit after tax and minority interests was  Qur 2009 performance was exceptional in several instances.
corresponding lower at $6.5 million due to a net tax expense

of $1.4 million, unlike the previous year which was anettax ~ m  We generated significant cash flows from operating

credit position of $158,000. activities of $95.2 million. Our leverage and gearing

ratios improved significantly to 1.7 times and 1.4 times
This performance is commendable given the continuing respectively (as compared to the previous year of
uncertainties last year. On hindsight we could have been more 2.0 times and 1.7 times respectively). Excluding the
aggressive given the recoveries we have witnessed. The consolidation of the Thailand subsidiaries’ liabilities, the
resilience and strengths of the group have enabled us to ride leverage and gearing ratios would be lower to 1.2 times
through this uncertain period. and 0.9 times respectively. We are in a strong capital

position with significant liquid resources. This affords
We are declaring a first and final dividend of 1.5 cents per us capabilities for expansion.

share and proposing a one for ten bonus share issue to
express our appreciation to and reward shareholders for their
loyalty to and continuing support for the Company.
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®  Our net interest margins rose to a historical high of
5.4% as compared to 3.5% the previous year. Towards
the end of 2008, we increased our charged out rates
and we have enjoyed a full year’s benefit of higher
margins. While loan assets have fallen, the higher
margins compensate the drop in volumes. Realistically
we expect margins to come under pressure as market
conditions improve.

®  Our costs continued to come down if we exclude the
consolidated effects of our Thailand operations which
became subsidiaries of the Group in April 20009.
Operating expenses declined 14% or $2.1 million to
$13.1 million as a result of tight cost control measures
adopted earlier in 2008.

Our regional subsidiaries performed well last year.

Thailand continued its strong performance despite the
drop in business volumes due to the global financial crisis.
Thailand was consolidated as subsidiaries from the second
quarter last year and we benefited from these nine months’
consolidation.

Indonesia performed better than 2008 and we reported a
profit of $0.9 million last year as compared to $268,000 the
previous year.

Our Malaysian operations reported a loss due to the small
scale of operations there. Overall business conditions in
Malaysia continue to remain good and we intend to increase
the scale of our operations there.

Our insurance subsidiary, ECICS, continued to maintain its
performance. Net earned premium revenue increased 53%
from $3.8 million to $5.8 million in 2009. This was due
to a net reversal of unearned premium to earned premium

Annual Report 2009 3



CHAIRMAN’S STATEMENT

income arising from lower expected loss ratios adopted by the
actuary. During the global financial crisis, higher provisions
were set aside for contingencies which were higher than the
actual historical experience. With signs of the global financial
crisis abating, projected loss ratios have reverted back to a
normal historical model.

PERFORMANCE BENCHMARKING

The Group’s earnings per share was 4.8 cents versus 5.9
cents on an adjusted basis the previous year.

Net asset value per share for the Group stood at 93 cents as
compared to 88.5 cents after adjustment.

Our cost-to-income ratio on a consolidated group basis
improved to 52.4% as compared to 55.6% in 2008.
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FINANCIAL MARKETS POST GLOBAL FINANCIAL
CRISIS

Markets have recovered strongly worldwide and the markets
we operate in seem to be less impacted than in Europe and
the US. While we are optimistic that this would continue, we
would maintain our conservative stance.

Our strong capital and liquidity position will enable us to take
advantage of opportunities as they arise. We will increase
our scale of business in the regional markets we operate in.
In Singapore there are improving signs. Prior to the global
financial crisis, markets in Singapore were overly competitive
which led to an unhealthy drop in margins. We have managed
to increase our margins and with our cost containment
strategy, we hope to maintain our profitability and growth in
future years. However we should caution that our high net
margins of 5.4% could be unprecedented. We are adopting
a growth strategy and would naturally expect some erosions
as markets improve.

On behalf of the Board and management, | would like to thank
once again all staff, clients and associates who have helped
to build up IFS.

e

Lim Hua Min
Chairman
2 March 2010
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BOARD OF DIRECTORS
Lim Hua Min
Chairman
Gabriel Teo Chen Thye
Lim How Teck
Manu Bhaskaran
Kwah Thiam Hock
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Executive Director and Group Chief Executive Officer

AUDIT COMMITTEE

Gabriel Teo Chen Thye
Chairman

Lim How Teck

Manu Bhaskaran

EXECUTIVE RESOURCE AND
COMPENSATION COMMITTEE
Lim How Teck

Chairman
Lim Hua Min
Gabriel Teo Chen Thye

MANAGEMENT COMMITTEE
Lee Soon Kie
Chairman
Lim Mui Ling
Chionh Yi Chian
Teoh Chun Mooi
Chua Chye Seng
Lua Too Swee

INFORMATION

CREDIT COMMITTEE
Lee Soon Kie
Chairman
Teoh Chun Mooi
Chionh Yi Chian
(Alternate: Ee Sin Soo)
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Tel: 6270 7711
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Website: www.ifscapital.com.sg

Email: IFS_Corporate@ifscapital.com.sg
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M & C Services Private Limited
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The Corporate Office
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COMPANY SECRETARY
Chionh Yi Chian
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BOARD OF DIRECTAORS

LIM HUA MIN

Chairman

Lim Hua Min was appointed Chairman of IFS Capital Limited
(“IFS”) on 20 May 2003. Mr Lim is concurrently the Executive
Chairman of the PhillipCapital Group of Companies. He began
his career holding senior positions in the Stock Exchange of
Singapore (“SES”) and the Securities Research Institute. He
has served on a number of committees and sub-committees
of SES. In 1997, he was appointed Chairman of SES Review
Committee, which was responsible for devising a conceptual
framework to make Singapore’s capital markets more
globalised, competitive and robust. For this service, he was
awarded the Public Service Medal in 1999 by the Singapore
Government. Currently, he serves as a board member in the
Inland Revenue Authority of Singapore. Mr Lim holds a Bachelor
of Science Degree (Honours) in Chemical Engineering from
the University of Surrey and obtained a Master’s Degree in
Operations Research and Management Studies from Imperial
College, London University.

GABRIEL TEO CHEN THYE

Director

Gabriel Teo has been a Director of IFS since November
1999. Mr Teo runs his own consultancy firm, Gabriel Teo &
Associates. Prior to starting his own practice, he spent more
than 20 years in the banking industry in the region, holding
senior appointments with global institutions. He was Head of
Corporate Banking at Citibank, Chief Executive Officer of Chase
Manhattan Bank and Regional Managing Director of Bankers
Trust. Currently, he also serves on the boards of several other
corporates as well as non-profit organisations. Mr Teo holds a
Bachelor of Business Administration degree from the National
University of Singapore and an MBA in Finance from Cranfield
School of Management. He has also attended the Executive
Program in Management at Columbia Business School.
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Gabriel Teo Chen Thye Lim How Teck

Lim Hua Min

LIM HOW TECK

Director

Lim How Teck was appointed a Director of IFS in June 2000.
Mr Lim had been with the NOL Group of Companies since
1979, retiring as Executive Director and Group Chief Financial
Officer of NOL in June 2005. He is currently Chairman of Certis
CISCO Security Pte Ltd and Redwood International Pte Ltd,
a consultancy and investment company. He is also Deputy
Chairman of Tuas Power Ltd and a director of several other
organisations. Mr Lim was awarded the Public Service Medal
(Pingat Bakti Masyarakat) National Day Award in 1999, the
Service Education Medal (Ministry of Education) in 2000 and
2002 and The Good Service Medal (Singapore Civil Defence
Force) in 1996.



Manu Bhaskaran Kwah Thiam Hock

Lee Soon Kie

MANU BHASKARAN

Director

Manu Bhaskaran is Partner and Head Economic Research
at the Centennial Group, a Washington DC-based strategic
advisory group. Mr Manu Bhaskaran was first appointed as a
Director of IFS in June 2002. He resigned on 20 May 2003 and
was re-appointed as a Director on 26 February 2004. He was
also appointed as Director of IFS’ wholly-owned subsidiary,
ECICS Limited in May 2007 and also serves on the boards
of the Centennial Group and CIMB-GK Pte Ltd. In addition,
he is Vice-President of the Economics Society of Singapore
and Council Member of the Singapore Institute of International
Affairs. Mr Manu Bhaskaran is an adjunct senior research
fellow at the Institute of Policy Studies. He was formerly
Managing Director and Chief Economist of SG Securities Asia
Ltd.

LEE SOON KIE

Executive Director

Lee Soon Kie is the Group Chief Executive Officer of IFS and
is responsible for the overall management of the Group. Prior
to IFS, he was a senior executive of the PhillipCapital Group of
Companies where he was in charge of institutional business
involving mergers and acquisitions and debt capital markets
business. Before PhillipCapital, Mr Lee held various senior
appointments with an international investment banking group
— Schroders. Mr Lee holds a Bachelor of Arts Degree from
the National University of Singapore and a Master of Science
Degree in Computer Science (Distinction) from the University
of Wales, Aberystwyth.

KWAH THIAM HOCK

Director

Kwah Thiam Hock was an Executive Director of IFS and
Chief Executive Officer/Principal Officer of IFS’ wholly-owned
subsidiary, ECICS Limited from June 2003 to December 2006.
Mr Kwah retired as Executive Director of IFS and ECICS but
remain as Non-Executive Director of both IFS and ECICS. In
July 2007, Mr Kwah was appointed an Advisor and Principal
Officer of ECICS. He stepped down as Principal Officer on 14
September 2009. He is currently an Independent Director of
Wilmar International Limited, Select Group Limited, Excelpoint
Technology Limited, Swissco International Limited and Teho
International Inc Ltd. He is also a member of Singapore Turf
Club Management Committee and a member of the Audit
Committee of Singapore Totalisation Board. Mr Kwah is a
Fellow Member of the Australian Society of Accountants
and also a Fellow Member of the Institute of Certified Public
Accountants of Singapore and a Fellow Member of the
Association of Chartered Certified Accountants (UK).
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MANAGEMENT TEAM

LEE SOON KIE
Group Chief Executive Officer

LIM MUI LING

Group Chief Financial Officer, Finance, Human Resources &
Administration

Ms Lim was appointed Group Chief Financial Officer in January
2007 and is responsible for finance, human resources and
administrative functions. She was appointed a Director of IFS
Capital (Thailand) Public Company Limited in August 2009.
She has been with the Group since 1988 and was overseeing
the Finance/Accounting Department. Before joining the Group,
Ms Lim was an auditor in an international accounting firm for
over 5 years. Ms Lim holds a Bachelor of Accountancy from
the National University of Singapore. She is also a Member of
the Institute of Certified Public Accountants of Singapore.

CHIONH YI CHIAN

Group Chief Risk Officer, Risk Management, Legal,
Compliance & Secretariat

Ms Chionh was appointed Group Chief Risk Officer in
May 2009 and is responsible for risk management, legal,
compliance and secretariat functions. She was appointed a
Director of ECICS Limited in February 2009. She has been
with the Group since 1995 and prior to this, practised law in
Singapore. Ms Chionh holds a Master’s degree in Law from
the National University of Singapore as well as a Bachelor of
Laws (Honours) from the National University of Singapore.
In addition, she holds a Diploma in Compliance awarded by
the International Compliance Association and is also a CFA
charterholder.

TEOH CHUN MOOI

General Manager, Operations

Ms Teoh was appointed General Manager in August 2005
overseeing the factoring and loan operations including
information technology. Prior to this, she was heading one
of the Business Development teams. She was appointed a
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Director of IFS Capital (Malaysia) Sdn. Bhd. in July 2009.
She has been with the Group since 1989. Ms Teoh holds a
Bachelor of Commerce (Honours) degree from the University
of Windsor (Canada).

CHUA CHYE SENG

General Manager, Business Development

Mr Chua was appointed General Manager in January 2009
and is responsible for business development comprising
commercial finance, alternative finance and structured finance.
He was appointed a Director of IFS Capital (Malaysia) Sdn.
Bhd. in August 2008. He joined IFS in 2006 and prior to this,
he has more than 20 years of transactional experience in the
areas of equity and debt fund raisings, valuations, mergers
and acquisitions. He holds a Master of Applied Finance
from the University of Adelaide and a Bachelor of Financial
Administration from the University of New England. He is a
Member of the Certified Practising Accountants of Australia.

SERENE LIM GEK LUANG

Assistant General Manager, Business Development —
Commercial Finance

Ms Lim was appointed Assistant General Manager overseeing
the business development functions for Commercial Finance.
She joined IFS in March 2005. She has more than 20 years
of working experience in the banking and financial industry.
Ms Lim holds a Bachelor of Commerce from the Nanyang
University.

PHYLLIS CHIU YIN WAH

Assistant General Manager, Credit Risk Management

Ms Chiu was appointed Assistant General Manager in January
2008 overseeing the Credit Risk Management department.
Priorto this, she was heading one of the business development
teams. She has been with the Group since 1989. Ms Chiu is
a Certified Risk Management Professional conferred by Asian
Risk Management Institute. She holds a Bachelor of Arts from
the National University of Singapore.



LUA TOO SWEE

Chief Executive Officer and Principal Officer, ECICS Limited
Mr Lua joined ECICS Limited as General Manager, Risk
Management in July 2008. He was appointed Chief Executive
Officer and Principal Officer in September 2009. He was
appointed a member of the Board of Commissioner of PT. IFS
Capital Indonesia in April 2009. Mr Lua has more than 20 years
of international banking experience in the areas of credit risk
gvaluation and credit risk management. His extensive credit
experience includes 10 years as Head of Credit in Singapore
for Germany’s WestLB Ag covering the Asia Pacific countries.
Prior to joining the Group, he was Chief Credit Officer for the
Bank of Maldives. Mr Lua holds a Master of Accountancy
from Charles Sturt University, Australia and a Bachelor of Arts
from the University of Singapore.

JEAN PHOON YOOK SEEN

General Manager, Operations, ECICS Limited

Ms Phoon was appointed General Manager in July 2008 and
is responsible for the subsidiary’s insurance operations and
claims matters. Ms Phoon has been with the predecessor
companies in ECICS Group for close to 30 years and she
was involved in business development, underwriting, claims
and operations. Ms Phoon holds a Diploma in Business
Administration as well as a Diploma in Marketing.

TAN LEY YEN

Chief Executive Officer, IFS Capital (Thailand) Public
Company Limited

Mr Tan was appointed Chief Executive Officer in February
2007 of IFS Capital (Thailand) Public Company Limited. He
was seconded to the overseas company as General Manager
in May 1991 and was appointed Executive Director in October
2000. He has been with the Group since August 1985 and
was seconded to PB International Factors Sdn. Bhd. as its

General Manager in September 1990. Prior to joining the
Group, he was with a local bank for several years. Mr Tan
holds a MBA in International Management with the University
of London and a Bachelor of Science (Honours) degree in
Management Sciences from the University of Manchester
Institute of Science and Technology.

DANI FIRMANSJAH

Chief Executive Officer, PT. IFS Capital Indonesia

Mr Firmansjah joined PT. IFS Capital Indonesia in August 2006
as Chief Executive Officer. He has several years of experience
in financial industry in Indonesia, primarily in the area of leasing
& factoring business. Prior to joining the company, he had
held appointments in PT Saseka Gelora Finance and PT BFl
Finance Indonesia Tbk. He was appointed Secretary General
of the Indonesian Financial Services Association in 2004 and
Secretary General of the Asian Leasing & Finance Association
in 2006, all based in Jakarta. Mr Firmansjah holds a Master in
Management degree from the Asian Institute of Management,
Manila, the Philippines, and he was recognized as one of the
Outstanding Alumni in 2005.

KATRINA BINTI AB RAHMAN

General Manager, IFS Capital (Malaysia) San. Bhd.

Ms Katrina joined IFS Capital (Malaysia) Sdn. Bhd. in
August 2006 as General Manager to set up the Group’s new
operations in Kuala Lumpur, and is responsible for the running
and overall management of the subsidiary. Prior to this, she
was working in the banking and financial institutions, and had
vast experience in area of credit and business development.
For the last 10 years, she served as the General Manager of
Affin Factors Sdn Bhd, a subsidiary of Affin Bank Berhad. She
holds a Bachelor of Business Administration from Eastern
Michigan University, USA.
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MANAGEMENT TEAM

OTHER KEY EXECUTIVES

IFS

PERLIN ASTRID WONG PUI LENG
Regional Credit Risk Manager

MSSc, BSSc (Hons)

(seconded to PT. IFS Capital Indonesia)

KEN HAN YEH KWONG
Manager, Credit Risk Management
BComm

JANE ANG LEE KEOW
Manager, Operations & Client Relationship
BBC

CHAN YEE SUN
Manager, Loan Operations & Collections
BBA

SIMON CHIA KENG HOONG
Manager, Information Technology
BASc

SOW HWEE SIANG
Manager, Information Technology

BComp, BSc (Hons)

EE SIN SO0

Senior Manager, Legal, Secretariat & Compliance

LLB (Hons), Associate ACIS

ANGELINE NG CHING LOO
Manager, Legal, Secretariat & Compliance
LLB (Hons)

RISING ABOVE
BUILDING UPON SOLID FOUNDATIONS

TANG MEI LING
Manager, Internal Audit
CPA, CIA, BComm

ONG PECK LI
Senior Manager, Finance
CPA, FCCA

DAVID TSANG KAI KONG
Manager, Finance
CPA, FCCA

FELICIA LIM SOK PENG

Manager, HR & Admin
GDipPM, BSc (Hons)

ECICS LIMITED

CHEE TENG JOO
Senior Manager, Business Development
LLB (Hons)

GENEVIENE ANN CHENG
Senior Manager, Business Development
BA (Hons)

KEVIN WONG VUI KHONG
Head, Risk Management
BSc

RICHARD ONG BOON CHEOW
Finance Manager
MBA, CPA, FCCA



CORPORATE STRUCTURE

IFS CAPITAL LIMITED

100%
IFS Capital
Assets
Private
Limited
11 00% y 00% 75%1
v
ECIL Ltd.© Verlﬁl?res &
(In Members’
Voluntary Private Veptu_res
Liquidation) Limited Limited

0.01% 0.01%

25%

2

Vi1 99.98%

IFS Capital
Holdings

(Thailand)
Limited

49.2%

!

IFS Capital
(Thailand)
Public
Company
Limited

* Dormant/inactive

70% 100%
IFS Capital IFS Capital
(Malaysia) (Hong Kong)
Sdn. Bhd. Limited*
29.9%
IFS Factors
(Malaysia)
Sdn. Bhd.
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PERFORMANCE AT A GLANCE

PROFIT & LOSS FACTORING RECEIVABLES AND LOANS & ADVANCES
(S$ million) (S$ million)
B Profit before tax B Factoring receivables (gross)
= Profit after tax ' Loans & advances (gross)
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SHAREHOLDERS’ FUNDS (S$ million) NET TANGIBLE ASSETS PER SHARE (S9)

RETURN ON AVERAGE SHAREHOLDERS’ FUNDS (%)

m Shareholders’ funds
% Return on average shareholders’ funds
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Notes: 1. Net tangible assets per share for FY2006 has been restated to take into account the rights issue completed in June 2007.
2. Net tangible assets per share for FY2008 has been restated to adjust for the effects of one Bonus Share for every ten existing
ordinary shares issued on 6 May 2009.
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GROUP FINANCIAL HIGHLIGHTS

$$°000 2009 2008 2007 2006 2005
PROFIT & LOSS STATEMENT

Gross operating income 34,612 34,270 45,468 41,491 39,964
Profit

- before tax 7,948 7,857 12,677 11,473 14,780
- after tax 6,571 8,015 12,856 11,827 11,588
BALANCE SHEET

Issued share capital 88,032 88,032 88,032 77,675 51,649
Shareholders’ funds 127,090 120,972 123,921 115,907 107,591
Total assets 357,070 393,437 481,044 459,444 554,760
Total liabilities 229,548 272,465 357,123 343,537 447,169
DIVIDEND INFORMATION

Dividends declared/proposed for the year (net of tax) 2,051 2,486 7,096 14,863 4,140
Dividend cover (number of times)* 1.62 3.63 0.75 0.66 2.32
Gross dividends declared per share*

- Ordinary (cents) 1.50 2.00 6.25 5.00 2.00
- Bonus (cents) - - - 12.50 -
FINANCIAL RATIOS

Earnings per share after tax (cents) 4.78 5.86 10.80 9.94 11.22
Return on average shareholders’ funds (%) 5.27 6.55 10.72 10.58 11.40
Cost-income ratios (%) 52.40 55.60 42.50 47.00 37.50
Net tangible assets per share ($) 0.91 0.88 0.99 0.93 1.04
Notes:

* Gross dividends per share and times covered are stated based on the dividend declared/proposed in respect of the respective financial
years. Gross dividend per share for FY2009 relates to the proposed one-tier tax exempt first and final dividend of 1.5 cents (FY2008:
Interim dividend paid of 1.0 cent and final dividend of 1.0 cent).

Earnings per share and net tangible assets per share for FY2006 have been restated to take into account the rights issue completed in
June 2007.

Earnings per share and net tangible assets per share for FY2008 have been restated to adjust for the effects of one Bonus Share for every
ten existing ordinary shares issued on 6 May 2009.

IFS Capital Limited
Annual Report 2009

13



14

MAIN SUBSIDIARIES AND AFFILIATED COMPANIES

SUBSIDIARIES

ECICS LIMITED

7 Temasek Boulevard #10-01
Suntec Tower One

Singapore 038987

Tel : (65) 6337 4779

Fax: (65) 6338 9267

IFS CAPITAL ASSETS PRIVATE LIMITED
IFS VENTURES PRIVATE LIMITED

IFS VENTURES 2 LIMITED

7 Temasek Boulevard #10-01

Suntec Tower One

Singapore 038987

Tel : (65) 6270 5555

Fax: (65) 6339 9527

IFS CAPITAL (MALAYSIA) SDN. BHD.
IFS FACTORS (MALAYSIA) SDN. BHD.
B-17-7, 17" Floor, Block B

Megan Avenue Il

12 Jalan Yap Kwan Seng

50450 Kuala Lumpur

Malaysia

Tel : (603) 2161 2080/3080/4080

Fax : (603) 2161 9090

PT. IFS CAPITAL INDONESIA
ANZ Tower

10™ Floor

JI. Jend. Sudirman Kav. 33A
Jakarta 10220

Indonesia

Tel : (6221) 5790 1090

Fax: (6221) 5790 1080
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IFS CAPITAL (HONG KONG) LIMITED
11 — 12/F United Centre

95 Queensway

Hong Kong

Tel : (852) 2277 6819

Fax : (852) 2277 6565

IFS CAPITAL (THAILAND) PUBLIC COMPANY LIMITED
IFS CAPITAL HOLDINGS (THAILAND) LIMITED

20" Floor, Lumpini Tower

1168/55 Rama IV Road

Tungmahamek Sathorn

Bangkok 10120

Thailand

Tel : (662) 285 6326

Fax : (662) 285 6335

AFFILIATES

ADVANCE FINANCE PUBLIC COMPANY LIMITED
40" Floor, CRC Tower

All Seasons Place

87/2 Wireless Road

Lumpini Pathumwan

Bangkok 10330

Thailand

Tel : (662) 626 2300

Fax : (662) 626 2301

PHILLIP VENTURES ENTERPRISE FUND LTD
250 North Bridge Road #06-00

Raffles City Tower

Singapore 179101

Tel : (65) 6212 1834

Fax : (65) 6338 9778



ECONOMIC ASSESSMENT OF SOUTHEAST ASIA

Overview — A firm recovery in an uncertain global setting

After a challenging two years in which the global economy
endured the worst recession since the Second World War, the
global economy is now enjoying an unambiguous recovery,
supported by unprecedented and globally co-ordinated policy
stimulus by the major economies. The lagged impact of this
fiscal and monetary stimulus is providing sufficient momentum
to ensure global economic growth will continue to recover into
2010.

However, in the major economies of the US, Japan and
Europe, the recovery remains overly dependent on temporary
factors such as policy support and the rebuilding of inventories
following the exaggerated cutbacks in inventories in late
2008. Thus, economic activity will moderate unless there is
a pick up in the fundamental drivers of economic activity.
Unfortunately, the structural adjustments required to enable
such a fundamental shift recovery are not unfolding quickly
enough:

m  First, US consumers need to rebuild their balance sheets
and return their savings rate to about the 8% - 10% rate
believed to be the equilibrium level. But this will take time:
the latest data showed the household savings rate falling
back to 4.8% of GDP in December 2009 from a recent
peak of 6.4% in May 2009.

®  Second, the US imbalance in its external accounts
continues to persist, with the trade deficit rising again in
late 2009, with imports of consumer goods rising again.

m Third, the process of deleveraging and “cleansing” of
the financial sector still has a long way to go. Continued
sharp declines in consumer credit balances and bank
loans support this view. Financial research house IRA
estimates that more than 1,000 banks will fail in the crisis
— so far, only 180 banks have closed since 2008'.

1 FDIC

B Fourth, some of the financial stresses in the global system
remain unresolved and will cause stresses from time to
time as we saw with the financial problems in Dubai and
Greece recently.

This means that governments in major economies will maintain
aggressive monetary and fiscal policies for the time being. So
long as this is the case, the global economy will perform much
better in 2010 than in 2009 and the recovery will probably be
sustained into 2011 — even with the risks mentioned above.
Policy stimulus in the major economies still has some way to
run: As of December 2009, only one-third of the USD787bn
stimulus in the US had been disbursed. Moreover, additional
stimulus measures from the major economies are being put
in place such as Japanese Premier Hatoyama’s recently
approved JPY7.2tr extra stimulus and the US Congress’s plan
for another USD80bn package.

Given this global backdrop, we expect Southeast Asia to
enjoy a far more buoyant outlook as compared to advanced
economies:

B First, the lagged effects of Asian stimulus measures and
inventory rebuilding in advanced economies will continue
to drive the rebound in regional economies in much of
2010. This recovery will be further boosted by increased
bank lending as region’s well capitalized banks resume
lending.

B Second, Southeast Asia has some positive factors
supporting it. Its financial systems remain robust, so
their economies are not burdened by the structural
adjustments the big economies are suffering. As demand
from China, India and other large emerging economies
picks up, Southeast Asia will benefit.

m Third, even if external demand fails to pick up significantly,
other external factors such as foreign direct investment
and remittances are likely to recover, as the region’s
fundamental strengths remain.

IFS Capital Limited
Annual Report 2009
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ECONOMIC ASSESSMENT OF SOUTHEAST ASIA

However, the region will have to be prepared for some
challenges. Medium term growth will not return to pre-crisis
levels as global growth will be slower than in pre-crisis
days. That could limit the impetus to growth from exports
and tourism. Financial markets in the region will be buffeted
by periodic shocks as the unresolved financial stresses
mentioned above crystallize from time to time.

On the whole, we are optimistic that Southeast Asia’s recovery
will be sustained as shown in our forecasts for 2010. The
biggest risk for the region is not economic growth but (a)
volatile capital flows and impact on financial system (liquidity,
currency, asset prices); (b) adjusting to the long term by
devising new economic strategies etc; and (c) managing the
high deficit levels in coming years.

SINGAPORE

Economic growth in Singapore is likely to be very strong in
2010 and this should provide the momentum for resilient
growth in 2011 and 2012. The recovery in the export sector
is unfolding just as new sources of growth are kicking in,
such as the Integrated Resorts and large new manufacturing
plants. Low interest rates and a recovering property market
will also add vigour to the economy while strong recovery in
Malaysia and Indonesia will boost the regional hub activities.
New government initiatives following the recommendations of
the Economic Strategy Committee (“ESC”) can help provide
supportto economic growth. Singapore’s strong fundamentals
and resilience during the crisis position it well to attract the
flood of capital expected to flow into emerging Asia amid a
slower recovery in the developed economies. Given that major
economies Wwill maintain their stimulus programmes, the
downside risks to Singapore are probably contained for now.

Given this backdrop, the immediate questions are (a) whether
such a recovery will stoke inflationary concerns in the
coming year and therefore how quickly stimulative fiscal and
monetary measures are withdrawn; and (b) how the ESC’s
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recommendations will be implemented and what effects they
might have.

First, we see monetary and fiscal policies being normalised in
Singapore given our assessment below:

m  Consumer price inflation will rise, but only moderately.
After the worst deflationary shock in many decades, there
is considerable unused capacity in the global economy
that will keep the impact of global inflation on Singapore
low. While there might be price surges in particular
commodities such as food if there are supply shocks,
the risks of consumer inflation in Singapore are relatively
low.

m Abundant global liquidity and the relative ease for foreign
capital to flow into Singapore’s real estate market
suggest a risk of asset price inflation. We suspect micro-
prudential measures such as bank lending restrictions
could be introduced to curb excessive real estate price
gains.

m  While Singapore stands in good stead relative to its peers,
as one of the most externally-oriented economies in the
world, its vulnerabilities to global risks have been clearly
shown in this last downturn.

As such, there is less need for policy stimulus. Most of the
fiscal measures in 2009 are already unwinding and we expect
the Monetary Authority of Singapore to allow a renewed
appreciation of the trade-weighted exchange rate in the course
of this year. Other administrative support measures such as
the Jobs Credit Scheme will be gradually phased out.

Second, looking ahead, the focus in Singapore will shift toward
the implementation of changes to Singapore’s growth model
as suggested by the ESC: the priority areas will be to enhance
productivity, re-shape Singapore toward a commercial base
of enterprise expertise for the region and continue ongoing
efforts to make Singapore a global and endearing city to boost
our human capital.



With labour growth in Singapore unlikely to be sustained at
the high rates in recent years, policy makers have correctly
identified the need to focus on productivity and move toward a
more innovation driven economy. In the short term, this might
mean slower growth.

Table 1: Singapore Forecasts

2007 2008 2009 2010 2011

GDP growth 82 14 20 70 45

Inflation 2.1 6.6 0.6 2.0 2.5

Current Account/GDP % 276 19.2 191 23.0 18.0
Currency/USD

(end period) 144 144 140 128 1.25

Source: Historical data collated from CEIC Database and forecasts by
Centennial Group

MALAYSIA

Malaysia saw one of the most dramatic declines in output
following the collapse in global trade at the end of 2008 and
early 2009. The strong monetary and fiscal stimulus that
ensued helped to moderate the contraction in the economy
by the year end. As we get into 2010, the economic leading
indicators are flashing positively. The fears of extended
weakness in private consumption and domestic demand have
elapsed, with real consumer spending growth turning positive
in 2Q 20009.

In addition, lagged effects from government deregulation and
stimulus spending, together with expectations for a recovery
in external demand, will provide further support as the year
gets underway.

®  Export growth began to recover in October 2009 but the
recovery has been fitful, with a fall again in November
2009. Still, with the key electronics sector showing
clear signs of enjoying a global recovery and oil exports
steadily climbing, the path to a firm external recovery is
clear.

m  With higher oil and commodity prices and expectations
for further increases into 2010 as demand from China and
India continues, rural incomes stand to see a recovery
in the coming year, boosting the outlook for domestic
demand going forward.

Headwinds will however come from political uncertainty, the
need to improve Malaysia’s fiscal balance and the risks from a
loss of long term competitiveness relative to peers.

B Political uncertainty has increased as a result of
controversies over religious and ethnic issues as well as
the ongoing political struggle between the government
coalition and a resurgent opposition. However, the
government under Prime Minister Najib Razak has
managed to contain these risks for now.

B The strong fiscal measures putin place by the government
in 2009 were necessary to support economic growth
but there are rising concerns over the persistent deficits
as well as the undue reliance on oil-related revenues.
Nevertheless, Malaysia’s debt levels are manageable
with external debt estimated at 33.6% in 2009. The
government’s bold decision to go ahead with the
implementation of a goods and services tax will also bring
about a structural improvement in the fiscal accounts.

B Long term growth has to address the issues of
competitiveness, political stability and fiscal consolidation,
inthat order. The Government Transformation Programme
(“GTP”) introduced in April 2009, along with the 1
Malaysia concept will help in this regard. The government
has begun to deregulate the economy including taking
politically sensitive decisions to ease affirmative action
rules. The government is also scheduled to announce a
new growth model soon which like the ESC in Singapore
is likely to provide a foundation for a new phase of
growth.
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Table 2: Malaysia Forecasts

2007 2008 2009 2010 2011
GDP growth 62 46 -18 48 50
Inflation 2.0 54 0.6 3.3 2.5
Current Account/GDP % 15.7 175 140 125 15.0
Currency/USD 331 346 342 330 3.25

Source: Historical data collated from CEIC Database and forecasts by
Centennial Group

THAILAND

Economic growth has the potential to surprise to the upside in
2010 as Thailand continues to show an ability to bounce back
and shake off significant challenges such as severe political
instability, insurgencies in the South, a relatively large reliance
on external drivers of growth, and the blow to business
confidence caused by court action to shut down key projects
in the Map Ta Phut industrial hub.

Since coming out of a technical recessionin 1Q 2009, Thailand
has seen a recovery in investment and trade. Looking forward,
with global demand for Thai exports underway, resilient
consumption spending and aggressive government spending,
economic growth is set to rebound firmly. Note that the bulk of
the government’s Thai Khem Kaeng (Strong Thailand) stimulus
package will be disbursed over the course of 2010 t0 2012. As
government spending on infrastructure and other key projects
is implemented, the private sector will be encouraged to step
up investment. In addition, the latest data shows that Thailand
has not yet begun its re-stocking phase in the recovery: thus,
we see scope for a strong rebound in inventories adding to
growth in 2010.

Nevertheless, Thailand will have to manage some serious
challenges in the near future:
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The main risks are political:

m First, the ruling coalition government led by Premier
Abhisit Vejjajiva faces a series of challenges to its
survival. There are renewed efforts by supporters of ex-
Premier Thaksin to mount public demonstrations and
some coalition partners are uneasy about amendments to
the constitution proposed by the government. However,
opinion polls show continued support for Premier Abhisit
and the major institutions in the country continue to
support him.

m Second, the iliness of His Majesty the King is worrying
Thais who revere him.

The risks from politics are obvious but should not be
exaggerated. Thailand has shown a capacity to manage
these challenges and eventually produce a new consensus
in society.

Another source of concern is how Thailand will adapt to the
more challenging post-crisis global economy. On this, there
are some positive factors. Thailand has strong fundamentals:
a highly flexible and adaptive economy, a credible and effective
central bank, a correspondingly stable and robust financial
market, and the ability for government to implement policies
effectively. As the government implements long-delayed
infrastructure projects, growth will receive a boost. Moreover,
the rapid development of the Greater Mekong Sub-Region with
help from vastly improving infrastructure linkages with many
neighbouring countries will boost the status of Bangkok as a
key regional hub.

Afinal concern s inflation risks. With a low unemployment rate
and some industries approaching full capacity, there are some
fears of rising inflation. But with considerable slack remaining
in the overall economy and careful monetary management by
the Bank of Thailand, such risks remain low. While monetary
policy is likely to be tightened by the second half of 2010,



the Bank of Thailand is unlikely to see a need to expedite
an exit from low interest rates. The main policy concern in
monetary management is likely to be regarding the potentially
destabilising impact of speculative capital inflows. Here, the
central bank is likely to employ administrative measures to
protect Thailand.

In short, while the risks to growth in Thailand are real in the
near term, the government’s Thai Khem Kaeng stimulus and

global recovery will help mitigate the risks.

Table 3: Thailand Forecasts

2007 2008 2009 2010 2011
GDP growth 49 25 23 45 6.5
Inflation 22 55 -08 20 25

Current Account/GDP % 7.8 0.6 6.0 1.0 -05

Currency/USD 337 349 333 320 305

Source: Historical data collated from CEIC Database and forecasts by
Centennial Group
Notes: Interest rate refers to the 3 Month Inter-bank offered rate.

INDONESIA

The hallmark of Indonesia’s economic performance during
the recent crisis was its extraordinary resilience. In the face
of severe challenges, economic growth remained positive,
registering one of the best economic outcomes in Asia. This
resilience augurs well for Indonesia. The country is poised to
enjoy a period of strong and rising economic growth if key
challenges can be managed well.

During the crisis, the strong pullback in global demand saw
Indonesia’s export-oriented sector hit badly with both exports
and industrial production growth contracting. Tourism and
stock markets were also adversely affected at the start of
2009 with the currency coming under severe pressure in late
2008. Despite this, Indonesia only saw a modest 2% point
fall in output between 3Q 2008 and 1Q 2009, the strongest
performance in the region and one of the strongest in Asia.
Some positive features stand out.

B First, Indonesia’s ability to remain a global destination for
tourism is remarkable. In the face of multiple shocks —
the global crisis, a global pandemic scare (H1N1 flu) and
terrorist bombings of two Jakarta hotels in July 2009 —
tourist arrivals continued to grow. In fact, average hotel
room occupancy for January - October 2009 was higher
at 52.5% compared to 51.7% in 2008.

m  Second, investment spending did not contract during
the crisis as it did in other export-oriented economies.
This suggests that strong domestic demand encouraged
local businesses to remain confident about long-term
prospects despite the biggest global downturn in recent
memory.

m Third, the stabilization of the global crisis saw a very quick
recovery in Indonesia’s financial sector, indicating a good
structural base in Indonesia’s credit markets. Notably, the
credit rating agency, Moody’s downgraded Indonesia’s
banking sector to negative but reversed the change by
September 2009. The central bank, Bank Indonesia, has
gained credibility through its deft handling of the severe
pressures on the currency and banking system in late
2008.

In the immediate term, key factors are looking very supportive
of higher economic growth.

B First, the signs of recovery in external demand are set to
keep exports and tourism on a firm recovery path.

B Rising commodity prices, including strong demand for
coal, basic metals as well as palm oil and rubber should
boost exports to a certain degree.

m A smaller than expected fiscal deficit and supportive
monetary policy keeps scope for more government
initiatives to support growth.
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Further out, long-term economic prospects in Indonesia are
looking up as well. First, Indonesia has been politically stable
for several years and with President Yudhoyono re-elected,
business and foreign investor confidence has improved. This
renewed interest in Indonesia was demonstrated in the CVC
purchase of Matahari, one of Indonesia’s leading retail store
chains. Second, the domestic market is growing strongly,
making Indonesia. Scale economies could provide Indonesia
with a global position in areas such as motor cycles.

Nevertheless, there remain challenges that need to be managed
carefully. While Indonesia is enjoying a period of impressive
political stability, there have been political attacks on some of
the reformist members of the cabinet. Corruption also remains
a problem. In the economic sphere, Indonesia remains highly
vulnerable to sudden changes of risk appetite because of its
large stock of financially mobile capital in relation to its foreign
exchange reserves. Infrastructural constraints — power, road
transport — could also affect growth unless more vigorous
efforts are made to address them.

Overall, however, the prospects for Indonesia are very bright.

Table 4: Indonesia Forecasts

2007 2008 2009 2010 2011
GDP growth 6.3 6.1 46 7.1 7.5
Inflation 6.3 103 4.9 6.0 5.0
Current Account/GDP % 2.4 0.0 0.0 2.0 2.5
Currency/USD 9,419 10,950 9,400 9,000 9,500

Source: Historical data collated from CEIC Database and forecasts by
Centennial Group
Note: Interest rate refers to the 3 Month SBI rate from Bank Indonesia
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CORPORATE GOVERNANCE REPORT

The Board of Directors is committed to increasing the level of corporate governance in the Company in order to protect the
interests of its shareholders. This report sets out the corporate governance practices of the Company during the financial year
ended 31 December 2009, with specific reference to the principles of the Singapore Code of Corporate Governance 2005 (the
“Code”).

1.1

1.2

THE BOARD’S CONDUCT OF AFFAIRS

Principle 1: Every company should be headed by an effective Board to lead and control the company. The Board is
collectively responsible for the success of the company. The Board works with management to achieve this and the
management remains accountable to the Board.

The Board oversees the businesses and affairs of the Group, sets the strategic direction, guides and monitors the
performance of management, reviews the Group’s financial performance and establishes a framework of internal controls
and risk management procedures and monitors standards of performance.

To assist in the execution of its responsibilities, the Board has established three Board committees: the Audit Committee,
the Executive Resource and Compensation Committee and the Credit Committee. The Credit Committee, comprising of
Chief Executive Officer and senior officers of the Company, assesses, reviews and makes decisions on credit risks that
arise in the course of the financial business activities of the Company within the authority limits imposed by the Board.
The details on the composition and functions of the Audit Committee and the Executive Resource and Compensation
Committee can be found in the subsequent sections in this Report.

The Board has delegated to management the day-to-day operations and the implementation of systems of internal control.
The Chief Executive Officer is assisted by a Management Committee chaired by the Chief Executive Officer and comprising
senior management staff. In the absence of the Chief Executive Officer, the Management Committee is authorised to make
decisions on his behalf. The Company has an internal audit department which monitors the internal controls and reports
its findings and recommendations to the Audit Committee. The work of the internal audit department is guided by an
assessment of the key areas of risk in the Group’s operations.

Matters which require the Board’s approval include the following:

Announcements of financial results;

Statutory accounts;

Declaration of dividends;

Budgets and financial planning;

Corporate Strategy;

Establishment of joint ventures;

Investments or increase in investments in businesses, projects, subsidiaries and associated companies;
Acquisition or disposal of significant assets, businesses, subsidiaries or associated companies;
Capital expenditure or any expenditure of significant amount;

Borrowings of the Company beyond a certain limit in amount as set by the Board; and

All major transactions or events.
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1.3

1.4

1.5

The Board holds five scheduled meetings in a year. In addition, special meetings may be convened as and when warranted

to deliberate on urgent substantive matters.

During the financial year ended 31 December 2009, the Board of Directors held five meetings.

The attendance of the Board members at the Board meetings and meetings of the Audit Committee and the Executive

Resource and Compensation Gommittee during the financial year ended 31 December 2009 is set out as follows:

Board Audit Committee ERCC
No. of No. of No. of

Name of Directors Meetings | Attendance | Meetings | Attendance | Meetings | Attendance
Lim Hua Min 5 5 NA NA 2 2

Lim How Teck 5 5 4 4 2 2
Gabriel Teo Chen Thye B 5 4 4 2 2
Manu Bhaskaran 9 5 4 NA NA
Lee Soon Kie 5 5 NA NA NA NA
Kwah Thiam Hock 5 3 NA NA NA NA

ERCC Executive Resource and Compensation Committee
NA  not applicable

The Company conducts orientation programs to familarise new directors with the Company’s businesses and policies.
From time to time where suitable training courses are available, the directors are encouraged to attend these courses.

2. BOARD COMPOSITION AND GUIDANCE
Principle 2: There should be a strong and independent element on the Board, which is able to exercise objective
judgement on corporate affairs independently, in particular, from Management. No individual or small group of
individuals should be allowed to dominate the Board’s decision making.
2.1 The Board comprises 6 directors of whom 3 are independent directors. The nature of the directors’ appointments on the
Board is set out as follows:
Directors Board Membership
Lim Hua Min Non-Executive, Non-Independent, Chairman
Lim How Teck Independent
Gabriel Teo Chen Thye Independent
Manu Bhaskaran Independent
Lee Soon Kie Executive, Group Chief Executive Officer
Kwah Thiam Hock Non-Executive, Non-Independent
RISING ABOVE
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2.2

2.3

3.1

3.2

41

4.2

The Board has examined its size and is satisfied that a size of 6 members is currently appropriate for the Company.
Details of the directors’ academic and professional qualifications, appointment dates on the Board and other appointments
are set out on pages 32 to 34.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Principle 3: There should be a clear division of responsibilities at the top of the company — the working of the Board
and the executive responsibility of the company’s business — which will ensure a balance of power and authority, such
that no one individual represents a considerable concentration of power.

The Chairman and the Chief Executive Officer of the Company are separate persons and are not related to each other.
The Chairman is a Non-Executive Director while the Chief Executive Officer is an Executive Director. The roles of the
Chairman and the Chief Executive Officer are kept separate and the division of responsibilities between them are set out in
writing.

The Chairman is primarily responsible for the workings of the Board. The Chairman’s responsibilities include approving the
schedules of meetings and meeting agenda (with the assistance of the Company Secretary). As Chairman of the Board,
he also leads the Board in its discussions and deliberation, facilitates effective contribution by Non-Executive Directors and
exercises control over the timeliness of information flow between the Board and management.

The Chief Executive Officer manages the businesses of the Company, implements the Board’s decisions and is responsible
for the day-to-day operations of the Company.

BOARD MEMBERSHIP

Principle 4: There should be a formal and transparent process for the appointment of new directors to the Board.

The Board has established the Executive Resource and Compensation Committee that performs both the roles of nominating
committee and remuneration committee.

The Executive Resource and Compensation Committee currently comprises 3 members, the majority of whom are
independent. The Committee is chaired by Mr Lim How Teck who is an independent Non-Executive Director and is not
associated with a substantial shareholder.

The composition of the Executive Resource and Compensation Committee is set out below:

Lim How Teck Chairman, Independent
Lim Hua Min Member, Non-Independent
Gabriel Teo Chen Thye Member, Independent
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4.3

The Executive Resource and Compensation Committee functions under the terms of reference as approved by the Board.
Under the terms of reference, the Executive Resource and Compensation Committee (in respect of its function as a
nominating committee):

(i)  assists the Board to assess the effectiveness of the Board as a whole as well as the contribution of the individual
directors to the effectiveness of the Board;

(i)  establishes a formal process for the Group on the appointment of directors, re-nomination and re-election of
directors;

(iii) considers and determines the independence of the directors, at least annually; and
(iv) recommends to the Board on all Board appointments and reappointments.

The directors submit themselves for re-nomination and re-election at regular intervals in accordance with the Company’s
Articles of Association which require one-third of the directors for the time being to retire from office by rotation at each
Annual General Meeting (or, if the number is not a multiple of three, the number nearest to but not less than one-third).

To address the time commitments of directors who sit on multiple boards, the meeting dates of the Board and Board
committees are scheduled in advance at the beginning of each calendar year.

Any proposed appointment of potential new directors will be reviewed by the Executive Resource and Compensation
Committee before the recommendation is put up to the Board for its approval. In accordance with the Company’s Articles
of Association, all new appointees to the Board, if not elected by the shareholders at the Annual General Meeting, will only
hold office until the next Annual General Meeting after the date of their appointment whereupon they will seek re-election
at the Annual General Meeting.

5. BOARD PERFORMANCE
Principle 5: There should be a formal assessment of the effectiveness of the Board as a whole and the contribution
by each director to the effectiveness of the Board.

5.1 In the beginning of each year, the Executive Resource and Compensation Committee assesses the effectiveness of the
Board through a self-assessment process that involves the completion of evaluation questionnaires on issues such as
board performance, effectiveness and board composition as well as a review of the collated results.

5.2 The Board adopts a performance benchmark for the Company’s performance based mainly on the average return on equity
of the various comparable companies in the industry.
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6.1

6.2

6.3

7.1

7.2

ACCESS TO INFORMATION

Principle 6: In order to fulfill their responsibilities, Board members should be provided with complete, adequate and
timely information prior to board meetings and on an on-going basis.

Management provides all the members of the Board with a progress report on the performance of the Group (including
group consolidated accounts) on a monthly basis.

Where there are Board meetings, the Board members are provided with board papers in advance of meetings so that
sufficient time is given to the Board members to prepare. The board papers will set out information which includes
background or explanatory information relating to the matters to be brought before the Board. In respect of budgets, any
material variance between projections and actual results are explained.

The Chairman, with the assistance of the Company Secretary, exercises control over the quality and timeliness of information
flow between the Board and management.

The directors have direct access to the Company’s senior management and the Company Secretary. The Company
Secretary attends all the Board meetings. The directors, whether as a group or individually, are also entitled to seek
independent professional advice with costs to be borne by the Company on any issue(s) which may arise in the course of
performing their duties.

PROCEDURES FOR DEVELOPING REMUNERATION POLICIES

Principle 7: There should be a formal and transparent procedure for developing policy on executive remuneration

and for fixing the remuneration packages of individual directors. No director should be involved in deciding his own

remuneration.

The Board committee, the Executive Resource and Compensation Committee, also performs the role of a remuneration

committee. The Committee comprises entirely of Non-Executive Directors, the majority of whom, including the Chairman,

are independent.

Pursuant to the terms of reference, the Committee:

(i)  reviews and approves the remuneration packages for each director and the key executives as well as their terms of
employment, and also decides on policies relating to remuneration and incentive programs (including staff benefits
and special bonuses) for the staff of the Group; and

(i)  administers the share option scheme and the performance share plan, both established in the year 2000.

The Committes, if it requires, can seek expert advice on executive compensation matters from professional firms.
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8.1

8.2

8.3

8.4

8.5

LEVEL AND MIX OF REMUNERATION

Principle 8: The level of remuneration should be appropriate to attract, retain and motivate the directors needed to run
the company successfully but companies should avoid paying more than is necessary for this purpose. A significant
proportion of executive directors’ remuneration should be structured so as to link rewards to corporate and individual
performance.

For the Chief Executive Officer/Executive Director(s), the remuneration packages comprise of a fixed component which
is benchmarked against the financial services industry and a variable component which is linked to the performance of
the Group as well as the individual performance. An annual performance incentive plan implemented by the Group links
rewards purely to corporate and individual performance.

For the Non-Executive Directors, they are remunerated based on a framework of basic director fees and committee fees
which is formulated taking into account factors such as responsibilities, level of contribution and time spent. The framework
is reviewed by the Executive Resource and Compensation Committee and endorsed by the Board.

The directors’ fees payable to the Non-Executive Directors are subject to shareholders’ approval at the Annual General
Meeting. Executive Directors do not receive directors’ fees.

The service contract of the Chief Executive Officer/Executive Director does not contain onerous removal clauses.

Deviation - Guideline 8.3: There is no fixed appointment period of the Chief Executive Officer/Executive Director in the
service contract. However, the service contract contains the usual notice of termination clause of less than 6 months and
there are no onerous removal clauses.

The Group has in place two non-cash benefit schemes in the form of a share option scheme and a performance share
plan (details of the share option scheme and the performance share plan are on pages 37 to 39). These schemes are
administered by the Executive Resource and Compensation Committee.

DISCLOSURES ON REMUNERATION

Principle 9: Each company should provide clear disclosure of its remuneration policy, level and mix of remuneration,
and the procedure for setting remuneration in the company’s annual report. It should provide disclosure in relation to
its remuneration policies to enable investors to understand the link between remuneration paid to directors and key
executives, and performance.
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9.1

9.2

9.3

A breakdown showing the level and mix of each individual director’s remuneration payable for the financial year ended 31

December 2009 is as follows:

Number of Directors

Remuneration Band 2009 2008
$500,000 and above 1 1
$250,000 to below $500,000 0 0
Below $250,000 5 5
Total 6 6
Annual
Wage
Supplement
Remuneration Band/ Directors’ and Variable | Allowances
Directors of Company Fees Fixed Pay Bonus & Others Total
% % % % %

(i) |$500,000 to below $750,000

Mr Lee Soon Kie - 58 35 7 100
(ii) |$250,000 to below $500,000
(i) |Below $250,000

Mr Lim Hua Min 100 - - - 100

Mr Gabriel Teo Chen Thye 100 - - - 100

Mr Lim How Teck 100 - - - 100

Mr Manu Bhaskaran 100 - - - 100

Mr Kwah Thiam Hock 100 - - - 100

There are no employees who are immediate family members of a director or the Chief Executive Officer and whose
remuneration exceeds $$150,000 during the year.

The breakdown of the five most highly compensated key executives of the Group (who are not also directors of the
Company) into remuneration bands of $$250,000 is as follows:

Number of Key Executives

Remuneration Band 2009 2008
$500,000 and above 0 0
$250,000 to below $500,000 1 3
Below $250,000 4 2
Total 5 5
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Deviation — Guideline 9.2: The Code recommends that the report should set out the names of at least the top 5 key
executives (who are not also directors) earning remuneration which falls within bands of $$250,000. Given the competitive
industry conditions, the Board, after weighing the advantages and disadvantages, feels that it is in the interests of the
Company that the names of the top 5 key executives (who are not directors) and the details of their remuneration are not
disclosed.

10. ACCOUNTABILITY
Principle 10: The Board should present a balanced and understandable assessment of the company’s performance,
position and prospects.

10.1 The Board provides shareholders with quarterly and annual financial reports. Results for the first three quarters are released
to the shareholders within 45 days of the reporting period while the full-year results are released to the shareholders
within 60 days of the financial year-end. In presenting the financial reports, the Board aims to provide a balanced and
understandable assessment of the Group’s financial performance and prospects.

10.2 Management provides all the members of the Board with management accounts on the performance of the Group on a
monthly basis.

11. AUDIT COMMITTEE
Principle 11: The Board should establish an Audit Committee with written terms of reference which clearly set out its
authority and duties.

11.1 The Audit Committee comprises 3 members, all of whom are independent Non-Executive Directors:

Gabriel Teo Chen Thye Chairman, Independent

Lim How Teck Member, Independent

Manu Bhaskaran Member, Independent

The Board is of the view that the members of the Audit Committee have the requisite experience and expertise to discharge
the functions of the Audit Committee.

11.2 The Audit Committee functions under the terms of reference approved by the Board which sets out its duties and
responsibilities. The role of the Audit Committee is mainly to oversee the adequacy of the overall internal control functions,
the internal audit functions within the Group, the relationship of those functions to external audit, the scope of audit by the
external auditor as well as their independence. The Audit Committee reviews the quarterly and annual announcements of
the Group’s financial results as well as the financial statements of the Group and the Company before they are submitted to
the Board for approval. The Audit Committee also reviews interested person transactions (as defined in Chapter 9 of SGX
Listing Manual).
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11.3

1.4

11.5

12.

12.1

12.2

12.3

In performing its functions, the Audit Committee met with the internal and external auditors, without the presence of
management, and reviewed the overall scope of both the internal and external audits, and the assistance given by
management to the auditors.

The Audit Committee also reviews the independence of external auditors annually as well as the re-appointment of external
auditors.

The Audit Committee is authorised to investigate any matters within its terms of reference, with full access to and co-
operation by the management. The Audit Committee also has full discretion to invite any director or executive officer to
attend its meetings and reasonable resources to carry out its functions.

The Company has in place a whistle-blowing framework whereby staff of the Group can have access to the Audit Committee
Chairman, Chief Executive Officer, Head of Internal Audit, Head of Human Resource and Head of Compliance to raise any
concerns of any improprieties in confidence. The Audit Committee reviews this framework with an objective to ensure that
arrangements are in place for independent investigation of such concerns raised and for appropriate follow-up action.

INTERNAL CONTROLS

Principle 12: The Board should ensure that the Management maintains a sound system of internal controls to safeguard
the shareholders’ investments and the company’s assets.

The Audit Committee reviews the adequacy of the internal control system that includes internal financial, operational and
compliance controls, and risk management policies and systems established by management, with the assistance of the
internal and external auditors. The internal auditors conduct reviews of the internal control systems and will highlight any
significant internal control weaknesses noted to the Audit Committee as well as monitor that necessary actions are taken
by management.

Risk assessment and evaluation is an ongoing process which forms an integral part of the Group’s business cycle. The
Group has in general adopted a standard procedure in managing risks. This includes the identification and evaluation of
priority risks and a monitoring mechanism to respond to changes within both the enterprise and the business environment.
In order to ensure smooth running of the risk management process, key business objectives have been communicated
by management to the heads of the various departments in the Group. The Group’s operating units are aware of their
responsibilities for the internal control systems and the role they play in ensuring that the financial results are properly
stated in accordance with statutory requirements and the Group’s policies.

The Board notes that all internal control systems contain its inherent limitations and thus can only provide reasonable, but
not absolute, assurance against material financial misstatement or loss.

Based on the information furnished to the Board, the Board is satisfied with the adequacy of the Company’s internal control
system currently maintained by management.
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13. INTERNAL AUDIT
Principle 13: The company should establish an internal audit function that is independent of the activities it audits.
13.1 The Group has an in-house internal audit function that is independent of the activities it audits. The Internal Audit department
was set up to ensure internal controls are adequate and to monitor the performance and effective application of the internal
audit procedures with regards to these controls. In the course of their work, the internal auditors’ activities are conducted
in accordance with the International Standards for the Professional Practice of Internal Auditing set by the Institute of
Internal Auditors.

13.2 The internal auditors report primarily to the Chairman of the Audit Committee on audit matters and to the Chief Executive
Officer on administrative matters.

13.3 The Audit Committee ensures that the internal audit function has adequate resources and has appropriate standing within
the Group. The Committee, on an annual basis, assesses the effectiveness of the internal auditors by examining:

(i)  the scope of the internal auditors’ work;

(i)  the quality of their reports;

(i) the reporting lines of the internal auditors within the Group;
(iv) their relationship with the external auditors; and

(v) their independence of the areas reviewed.

14. COMMUNICATION WITH SHAREHOLDERS
Principle 14: Companies should engage in regular, effective and fair communication with shareholders.
14.1 The Board strives for timeliness in its disclosures to shareholders and the public and it is the Board’s policy to keep

shareholders informed of material developments that would have an impact on the Company or the Group through
announcements via SGXNET and at times, press releases.
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15.

15.1

15.2

16.

GREATER SHAREHOLDER PARTICIPATION

Principle 15: Companies should encourage greater shareholder participation at annual general meetings, and allow
shareholders the opportunity to communicate their views on various matters affecting the company.

Shareholders are afforded the opportunity to raise relevant questions and to communicate their views at shareholders’
meetings.

The Articles of Association allow a shareholder to appoint one or two proxies to attend and vote in his place at general
meetings.

Deviation — Guideline 15.1: Other methods of voting in absentia (like voting by electronic mail, email or fax) as recommended
by the Code are not made available at the moment. Voting in absentia may only be possible after careful study to ensure
that the integrity of the information and authentication of identity of shareholders through the web are not compromised.

Chairpersons of the Audit Committee and the Executive Resource and Compensation Committee and the external auditors
attend annual general meetings to address any questions which may be raised by the shareholders at such meetings.

CODE ON DEALINGS IN SECURITIES

The Company has issued an Internal Compliance Code On Securities Transactions (“Internal Compliance Code”) to
directors and key employees (including employees with access to price-sensitive information in relation to the Company’s
shares) of the Company, setting out a code of conduct on dealings in the Company’s shares by these persons. The
guidelines under the Internal Compliance Code, inter alia, provide that officers (i) should not deal in the Company’s shares
on short-term considerations; and (i) should not deal in the Company’s shares during the period commencing two weeks
before the release of the Company’s results for the first three quarters and one month before the announcement of the
Company’s full-year financial results, and ending on the date of announcement.
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Details of the directors’ appointment dates on the Company’s Board, academic and professional qualifications and other major

appointments:
Name of Academic & Professional IFS Board (a) Present directorships in other
Director Qualifications (a) Date First listed companies
Appointed
(b) Other major appointments
(b) Date Last
Re-elected
Lim Hua Min - Bachelor of Science (Honours), | (a) 20.05.2003 (@) Walker Crips Group plc. (UK)
University of Surrey, England
(1968) (b) 26.04.2007 (b) Member, Board of Directors,
Phillip Securities Pte Ltd
- Master of Science, Imperial
College, London University Member, Board of Directors,
(1969) Phillip Futures Pte Ltd
Member, Board of Directors,
Phillip Financial Pte Ltd
Board Member, Inland Revenue
Authority of Singapore
Lim How Teck |- Bachelor of Accountancy, (a) 30.06.2000 (@) Eng Kong Holdings Limited
University of Singapore (1975)
(b) 25.04.2008 Lasseters International Holdings
- Fellow, The Chartered Institute of Limited
Management Accountants of UK
Rickmers Trust Management Pte Ltd
- Associate, Institute of Business (Rickmers Maritime Trust)
Administration of Australia
Mermaid Maritime Public Company
Limited
ARA Asset Management Ltd
(b) Fellow, Certified Public Accountants
of Australia
Fellow, Institute of Certified Public
Accountants of Singapore
Fellow, Singapore Institute of
Directors
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Name of Academic & Professional IFS Board (a) Present directorships in other
Director Qualifications (a) Date First listed companies

Appointed

(b) Other major appointments
(b) Date Last

Re-elected
Gabriel Teo - Bachelor of Business (@ 02.11.1999 (@) Sunningdale Tech Ltd
Chen Thye Administration, University of

Singapore (1975)

Masters in Business
Administration, Cranfield School
of Management (UK) (1980)

(b) 25.04.2008

(b) Member, Board of Directors,

NTUC Income Insurance
Co-operative Limited

Member, Board of Directors,
SP Services Ltd

Chairman, Board of Directors,
One Marina Property Services
Pte Ltd

Member, Board of Governors,
St Gabriel’s Foundation

Member, Advisory Committee,
School of Business Management,
Nanyang Polytechnic

Chairman, School Management
Committee, Assumption Pathway
School

Manu Bhaskaran

Bachelor of Arts (Honours),
Magdalene College,
Cambridge University (1980)

Masters in Public Administration,
John F Kennedy School of
Government, Harvard University
(1987)

Chartered Financial Analyst (1992)

(@) 26.02.2004
(previously
director of IFS
from 26.06.2002
to 20.05.2003)

(b) 28.04.2009

—

Council Member, Singapore
Institute of International Affairs

Vice President, Economic Society
of Singapore

Senior Adjunct Fellow,
Institute of Policies Studies
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Name of Academic & Professional IFS Board (a) Present directorships in other
Director Qualifications (a) Date First listed companies
Appointed
(b) Other major appointments
(b) Date Last
Re-elected
Lee Soon Kie - Bachelor of Arts, National (@) 21.03.2003 (@ -
University of Singapore (1983)
(b) 28.04.2009 (b) -
- Master of Science, University of
Wales, Aberystwyth, UK (2002)
Kwah Thiam - Bachelor of Accountancy, (@) 04.05.1987 (@) Select Group Limited
Hock University of Singapore (1973)
(b) 26.04.2007 Wilmar International Limited
- Fellow, Certified Public Accountant,
Institute of Certified Public Excelpoint Technology Limited
Accountants of Singapore
Swissco International Limited
- Fellow, Certified Public Accountant,
Australian Society of Accountants Teho International Inc Ltd.
- Fellow, Association of Chartered (b) Member, Management Committee,
Certified Accountants (UK) Singapore Turf Club
Member, Audit Committee,
Singapore Totalisation Board
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DIRECTORS’ REPORT

We are pleased to submit this annual report to the members of the Company together with the audited financial statements for
the financial year ended 31 December 2009.

DIRECTORS

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

Lim Hua Min

Gabriel Teo Chen Thye
Lim How Teck

Manu Bhaskaran

Lee Soon Kie

Kwah Thiam Hock

DIRECTORS’ INTERESTS

According to the register kept by the Company for the purposes of Section 164 of the Companies Act, Chapter 50 (the “Act”),
particulars of interests of directors who held office at the end of the financial year (including those held by their spouses and
infant children) in shares, debentures, warrants and share options in the Company and in related corporations (other than wholly-
owned subsidiaries) are as follows:

Holdings Holdings
Name of director and corporation at beginning atend
in which interests are held of the year of the year

Lim Hua Min
IFS Capital Limited
- ordinary shares
- deemed interests 50,216,246 55,237,870

Lee Soon Kie
IFS Capital Limited
- ordinary shares
- interest held 720,000 869,000

Kwah Thiam Hock
IFS Capital Limited
- ordinary shares
- interest held 420,000 462,000
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DIRECTORS’ INTERESTS (cont’d)

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

There were no changes in any of the above mentioned interests in the Company between the end of the financial year and 21
January 2010.

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

Except for the salaries, bonuses and fees and those benefits that are disclosed in this report and in Notes 34 and 39 to the
financial statements, since the end of the financial year, no director has received or become entitled to receive, a benefit by
reason of a contract made by the Company or a related corporation with the director, or with a firm of which he is a member, or
with @ company in which he has a substantial financial interest, except as disclosed in the notes to the financial statements and
in this report.

SHARE OPTIONS

IFS (2000) Share Option Scheme (2000 Scheme”)

The 2000 Scheme was approved on 24 May 2000.

Under the 2000 Scheme:

()  Options will be granted to selected employees of the Company and/or its subsidiaries, including Executive and Non-
Executive Directors of the Company and other selected participants, provided that they are not controlling shareholders or
its associates of the Company, to subscribe for ordinary shares in the Company.

(i) The 2000 Scheme shall continue to be in force at the discretion of the Committee administering the Scheme, subject to a
maximum period of 10 years commencing on 24 May 2000 provided always that the 2000 Scheme may continue beyond
10 years with the approval of the Company’s shareholders by ordinary resolution in general meeting or any relevant
authorities which may then be required.

(iiiy  The aggregate number of ordinary shares to be issued pursuant to the 2000 Scheme and those to be awarded under the

IFS Performance Share Plan, as detailed under “Performance Share Plan”, shall not exceed 15% of the issued shares in the
capital of the Company on the day preceding the relevant grant date.
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SHARE OPTIONS (cont’d)

(iv) The offer of an option to an eligible grantee, if not accepted by him within 30 days from the date of such offer, will lapse.
Upon acceptance of the offer, the eligible grantee to whom the option is granted shall pay to the Company a consideration
of $1.

(v)  The subscription price shall be determined by the Committee administering the Scheme at:

(@) daily weighted average price for the ordinary share as determined by reference to the daily official list published by
the Singapore Exchange Securities Trading Limited for the 3 consecutive trading days immediately preceding the
date of grant of the option (“Market Price”); or

(b) aprice which is set at a maximum discount of 20% of the Market Price.

(vi)  All options are settled by physical delivery of shares to The Central Depository (Pte) Limited.

(viiy The option can be exercised during the following period:

Type of options Exercise period

Option with subscription price fixed at Market Price

granted to:

m  Participants other than Non-Executive Directors m  12to 120 months from date of grant

[ Non-Executive Directors

Option with subscription price fixed at a discount to the
Market Price granted to:

m  Participants other than Non-Executive Directors m  24+to 120 months from date of grant
= Non-Executive Directors 24 to 60 months from date of grant

12 to 60 months from date of grant

The Scheme is administered by the Executive Resource and Compensation Committee (“Committee”) which comprises the
following Non-Executive Directors:

Lim How Teck (Chairman) Independent
Lim Hua Min Non-Independent
Gabriel Teo Chen Thye Independent

No eligible participant has been granted options which in aggregate, represent 5% or more of the total number of new shares
available under the 2000 Scheme and the IFS Performance Share Plan.

No options were granted under the 2000 Scheme to controlling shareholders or their associated corporations, or parent group
employees.
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SHARE OPTIONS (cont’d)

The options granted by the Company do not entitle the holders of the options, by virtue of such holdings, to any rights to
participate in any share issue of any other company.

During the financial year under review:

® No options were granted under the 2000 Scheme.

m No options were exercised under the 2000 Scheme. There were a total of 21,500 unissued shares under the 2000 Scheme
at the end of the financial year. Details of the options to subscribe for shares (including those granted to the Executive
Directors) are as disclosed in Note 21 to the financial statements.

Except as disclosed above, there were no unissued shares of the Company or its subsidiaries under options granted by the

Company or its subsidiaries as at the end of the financial year.

PERFORMANCE SHARE PLAN

IFS Performance Share Plan (“PSP”)

Under the PSP, awards, which represent the right to receive the Company’s ordinary shares free of charge upon the achievement

of certain prescribed performance targets, will be given to those participants eligible to participate in the PSP. The limit on the

number of ordinary shares to be issued under the PSP is detailed in the preceding section, “Share Options”.

The PSP is administered by the Committee. The PSP shall continue to be in force at the discretion of the Committee subject to

a maximum period of 10 years commencing 24 May 2000. Further details for the PSP are set out in the Company’s Circular

dated 2 May 2000.

No awards have been granted under the PSP since its commencement.

AUDIT COMMITTEE

The Audit Committee comprises the following Non-Executive Directors:

Gabriel Teo Chen Thye (Chairman) Independent
Lim How Teck Independent
Manu Bhaskaran Independent

The Audit Committee performs the functions specified in Section 201B of the Singapore Companies Act, the SGX-ST Listing
Manual and the Code of Corporate Governance.
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AUDIT COMMITTEE (cont’d)

The Audit Committee has held four meetings since the last directors’ report. In performing its functions, the Audit Committee
met with the Company’s external and internal auditors to discuss the scope of their work, the results of their examination and
evaluation of the Company’s internal accounting control system. The Audit Committee also reviewed the following:

B assistance provided by the Company’s officers to the internal and external auditors;

m quarterly financial information and annual financial statements of the Group and the Company prior to their submission to
the directors of the Company for adoption; and

® interested person transactions (as defined in Chapter 9 of the SGX-ST Listing Manual).

The Audit Committee has full access to management and is given the resources required for it to discharge its functions. It
has full authority and the discretion to invite any director or executive officer to attend its meetings. The Audit Committee also
recommends the appointment of the external auditors and reviews the level of audit and non-audit fees.

The Audit Committee is satisfied with the independence and objectivity of the external auditors and has recommended to the
Board of Directors that the auditors, KPMG LLP, be nominated for re-appointment as auditors at the forthcoming Annual General
Meeting of the Company.

AUDITORS

The auditors, KPMG LLP, have indicated their willingness to accept re-appointment.

On behalf of the Board of Directors

P

Lee Soon Kie
Director

Kwah Thiam Hock

Director

Singapore
2 March 2010
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STATEMENT BY DIRECTAORS

In our opinion:

(@) the financial statements set out on pages 44 to 150 are drawn up so as to give a true and fair view of the state of affairs
of the Group and of the Company as at 31 December 2009 and of the results, changes in equity and cash flows of the
Group for the year ended on that date in accordance with the provisions of the Singapore Companies Act, Chapter 50 and
Singapore Financial Reporting Standards; and

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

The Board of Directors has, on the date of this statement, authorised these financial statements for issue.

On behalf of the Board of Directors

o

Lee Soon Kie
Director

Kwah Thiam Hock

Director

Singapore
2 March 2010
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INDEPENDENT AUDITORS?’ REPORT

MEMBERS OF THE COMPANY
IFS CAPITAL LIMITED

We have audited the accompanying financial statements of IFS Capital Limited (the “Company”) and its subsidiaries (the “Group”),
which comprise the balance sheets of the Group and the Company as at 31 December 2009, the income statement, statement
of comprehensive income, statement of changes in equity and cash flow statement of the Group for the year then ended, and a
summary of significant accounting policies and other explanatory notes, as set out on pages 44 to 150.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with the provisions
of the Singapore Companies Act, Chapter 50 (the “Act”) and Singapore Financial Reporting Standards. This responsibility
includes:

(@) devising and maintaining a system of internal accounting controls sufficient to provide a reasonable assurance that assets
are safeguarded against loss from unauthorised use or disposition; and transactions are properly authorised and that they
are recorded as necessary to permit the preparation of true and fair profit and loss accounts and balance sheets and to
maintain accountability of assets;

(b) selecting and applying appropriate accounting policies; and
(c) making accounting estimates that are reasonable in the circumstances.
Auditors’ responsibility

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

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

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

(@) the consolidated financial statements of the Group and the balance sheet of the Company are properly drawn up in
accordance with the provisions of the Act and Singapore Financial Reporting Standards to give a true and fair view of the
state of affairs of the Group and of the Company as at 31 December 2009 and the results, changes in equity and cash flows
of the Group for the year ended on that date; and

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

KmG LLf

Public Accountants and
Certified Public Accountants

Singapore
2 March 2010
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BALANCE SHEETS

AS AT 31 DECEMBER 2009

Non-current assets

Property, plant and equipment

Intangible assets

Subsidiaries

Associates

Other investments

Loans, advances, hire purchase and leasing receivables
Deferred tax assets

Current assets

Derivative financial instruments

Reinsurers’ share of insurance contract provisions
Insurance receivables

Trade and other receivables

Other investments

Cash and cash equivalents

Total assets

Equity

Share capital

Other reserves

Accumulated profits

Total equity attributable to equity holders of the Company
Minority interests

Total equity

Non-current liabilities
Interest-bearing borrowings
Deposit on leasing receivables
Deferred tax liabilities

Current liabilities

Trade and other payables
Insurance payables
Interest-bearing borrowings
Insurance contract provisions for
- gross unexpired risks

- gross insurance claims
Current tax payable

Total liabilities
Total equity and liabilities

Note

© 0o N o OB~

—_
—_

12
13
14
15

18

20
22

23
11
24
26
23

13
13

Group Company

2009 2008 2009 2008
$°000 $°000 $°000 $°000
20,579 19,066 17,915 18,571
1,998 406 114 117

- - 55,927 46,495

- 11,546 8,145

40,250 29,286 5,973 4,611
43,788 68,999 30,822 50,728
2,416 1,707 1,254 1,322
109,031 131,010 112,005 129,989
- 117 117

10,985 30,033 -
323 1,759 - -
197,907 186,574 114,993 182,547
12,172 18,872 980 4
26,652 25,072 5,848 4,376
248,039 262,427 121,821 187,081
357,070 393,437 233,826 317,070
88,032 88,032 88,032 88,032
(1,223) (2,349) 101 (28)
40,281 35,289 15,332 13,259
127,090 120,972 103,465 101,263
432 - - -
127,522 120,972 103,465 101,263
45,361 61,299 45,361 60,837
3,327 - - -
369 114 - -
49,057 61,413 45,361 60,837
20,009 25,298 20,679 28,329
3,285 3,960 - -
136,455 139,091 64,321 126,641

13,307 34,951
5,132 6,669

2,303 1,083 - -
180,491 211,052 85,000 154,970
229,548 272,465 130,361 215,807
357,070 393,437 233,826 317,070

The accompanying notes form an integral part of these financial statements.
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CONSOLIDATED INCOME STATEMENT

YEAR ENDED 31 DECEMBER 2009

Note 2009 2008
$’000 $’000
Interest income 27 19,482 20,481
Interest expense 28 (6,353) (9.405)
Net interest income 13,129 11,076
Gross written premiums 6,941 11,927
Change in gross provision for unexpired risks 13 21,644 (3,583)
Gross earned premium revenue 28,585 8,344
Written premiums ceded to reinsurers (4,340) (7,194)
Reinsurers’ share of change in the provision for unexpired risks 13 (18.415) 2,668
Reinsured premium expense (22,755) (4,526)
Net earned premium revenue 29 5,830 3,818
Fee and commission income 30 6,371 6,412
Investment income 31 2,929 3,599
Other income 32 763 1,313
Non-interest income 10,063 11,284
Income before operating expenses 29,022 26,178
Business development expenses (681) (959)
Commission expenses (418) (968)
Staff costs (9,257) (8,378)
General and administrative expenses (5,253) (4,831)
(15,609) (15,136)
Change in provision for insurance claims 1,537 3,731
Reinsurers’ share of change in provision for insurance claims (633) 456
Gross claims paid 13 (4,325) (3,125)
Reinsurers’ share of claims paid 13 337 85
Net claims - (incurred)/reversal (50) 1,147
Operating profit before allowances 13,363 12,189
Allowances for loan losses and impairment of investments 33 (6,739) (6,226)
Operating profit after allowances 6,624 5,963
Negative goodwill on acquisition of a subsidiary 850 -
Share of after-tax results of associates 474 1,894
Profit before income tax 34 7,948 7,857
Tax (expense)/credit 35 (1,377) 158
Profit for the year 6,571 8,015
Profit attributable to:
Owners of the Company 6,531 8,015
Minority interests 40 -
Profit for the year 6.571 8.015
Earnings per share 36
Basic earnings per share (cents) 4.8 5.9
Diluted earnings per share (cents) 4.8 5.9

The accompanying notes form an integral part of these financial statements.
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ENT

CONSOLIDATED STATEM
COME

COMPREHENSIVE IN

YEAR ENDED 31 DECEMBER 2009

Profit for the year

Other comprehensive income

Net change in fair value of available-for-sale financial assets
Foreign currency translation differences of foreign operations
Income tax on other comprehensive income

Other comprehensive income for the year, net of income tax
Total comprehensive income for the year

Attributable to :

Owners of the Company
Minority interests
Total comprehensive income for the year

The accompanying notes form an integral part of these financial statements.
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Note 2009 2008
$°000 $°000

6,571 8,015

35 288 (4,137)
505 (2,290)

35 (59) 745
824 (5,682)

7,395 2,333

7,361 2,333

34 -

7,395 2,333
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ED STATEMENT OF

EQUITY

DECEMBER 2009

YEAR ENDED 31
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CONSOLIDATED CASH

YEAR ENDED 31 DECEMBER 2009

Cash flows from operating activities

Profit for the year

Adjustments for:

Share of after-tax results of associates

Amortisation of

- intangible assets

- held-to-maturity debt securities

Negative goodwill

Net foreign exchange loss

Depreciation of property, plant and equipment

Gain on disposal of equity securities

Gain on disposal of property, plant and equipment

Remaining proceeds from disposal of an investment in prior year

Net change in fair value of financial assets through profit or loss

Net change in fair value of derivatives

Property, plant and equipment written off

Allowance for impairment of investments

(Reversals of)/provisions for, net of reinsurers’ share

- unexpired risks

- insurance claims

Interest income

Interest income from available-for-sale investments, held-to-maturity
debt securities and fixed deposits

Dividend income from investment

Financial expense

Interest expense

Bad debts written off

Tax expense/(credit)

Operating cashflows before changes in working capital

Changes in working capital:

Factoring receivables

Factoring amounts due to clients

Loans, advances, hire purchase and leasing receivables

Insurance and other receivables

Trade, other and insurance payables

Cash generated from operations

Interest received

Interest paid

Income taxes paid, net

Net cash from operating activities

FLOW STATEMENT

2009 2008
$'000 $'000
6,571 8,015
(474) (1,894)
400 194
(121) 72
(850) -
(15) 61
1,004 882
(439) (2,014)
(99) (1)
- (512)

(717) 995
117 (122)

2 1
2,082 1,839
(3,229) 915
(904) (4,187)
(19,482) (20,481)
(1,591) (1,502)
(62) (689)
115 138
6,353 9,405
63 82
1,377 (158)
(8,999) (8,961)
14,466 38,025
(4,095) (6,236)
76,745 18,796
2,255 (522)
4,158 (10,356)
84,530 30,746
21,177 21,597
(7,445) (9,376)
(3,054) (3,167)
95,208 39,800

The accompanying notes form an integral part of these financial statements.
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Cash flows from investing activities

Disbursement of loans to associate, net

Net cash outflow on acquisition of subsidiaries (Note 37)
Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment

Purchase of intangible assets

Purchase of investments

Proceeds from disposal of investments

Remaining proceeds from disposal of an investment in prior year
Dividends received from investments and associate

Net cash (used in)/from investing activities

Cash flows from financing activities

Dividends paid

Repayments of interest-bearing borrowings

Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Effect of exchange rate fluctuations on cash held

Cash and cash equivalents at end of year (Note 18)

The accompanying notes form an integral part of these financial statements.

2009 2008
$°000 $°000

: (81)
(5,645) -
146 4
(232) (502)
(739) (308)
(21,953) (34,298)
16,172 50,908
. 512

62 1,215
(12,189) 17,450
(1,266) (5,282)
(80,182) (63,852)
(81,448) (69,134)
1,571 (11,884)
25,072 37,090
9 (134)
26,652 25,072
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NOTES TO THE FINANCIAL STATEMENTS

These notes form an integral part of the financial statements.

The financial statements were authorised for issue by the Board of Directors on 2 March 2010.

1  DOMICILE AND ACTIVITIES
IFS Capital Limited (the “Company”) is incorporated in the Republic of Singapore and has its registered office at 7 Temasek
Boulevard #10-01, Suntec Tower One, Singapore 038987.
The financial statements of the Company as at and for the year ended 31 December 2009 comprise the Company and
its subsidiaries (together referred to as the “Group” and individually as “Group entities”) and the Group’s interests in
associates.
The principal activities of the Company are those relating to the provision of commercial, alternative and structured finance
businesses such as factoring services, working capital, asset based financing and the provision of alternative and structured
financial solutions offered to clients to address either equity or debt capital requirements. The principal activities of the
subsidiaries are detailed in Note 6 below.

2  BASIS OF PREPARATION

2.1 Statement of compliance
The financial statements have been prepared in accordance with Singapore Financial Reporting Standards (“FRS”).

2.2 Basis of measurement
The financial statements have been prepared on the historical cost basis except for certain financial assets and financial
liabilities which are measured at fair value.

2.3 Functional and presentation currency
These financial statements are presented in Singapore dollars, which is the Company’s functional currency. All financial
information presented in Singapore dollars has been rounded to the nearest thousand, unless otherwise stated.

2.4 Use of estimates and judgements
The preparation of the financial statements in conformity with FRS requires management to make judgements, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income
and expenses. Actual results may differ from these estimates.
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2.4

2.5

BASIS OF PREPARATION (cont’d)

Use of estimates and judgements (cont’d)

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimates are revised and in any future periods affected.

Information about critical judgements in applying accounting policies that have the most significant effect on the amounts
recognised in the financial statements are described in Note 41.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a material adjustment
within the next financial year are included in Note 37.

Changes in accounting policies

(i)

(il

Overview

Starting as of 1 January 2009 on adoption of new/revised FRSs, the Group has changed its accounting policies in
the following areas:

m  Determination and presentation of operating segments
B Presentation of financial statements
®m  Disclosure pertaining to fair values and liquidity risk for financial instruments

Determination and presentation of operating segments

As of 1 January 2009, the Group determines and presents operating segments based on the information that internally
is provided to the Group Chief Executive Officer (“CEQ”), who is the Group’s chief operating decision maker. This
change in accounting policy is due to the adoption of the FRS 108 Operating Segments. Previously operating
segments were determined and presented in accordance with FRS 14 Segment Reporting. The new accounting
policy in respect of operating segment disclosures is presented as follows:

Comparative segment information has been re-presented in conformity with the transitional requirements of such
standard. Since the change in accounting policy only impacts presentation and disclosure aspects, there is no
impact on earnings per share.

An operating segment is a component of the Group that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Group’s
other components. An operating segment’s operating results are reviewed regularly by the CEQ to make decisions
about resources to be allocated to the segment and assess its performance, and for which discrete financial
information is available.
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NOTES TO THE FINANCIAL STATEMENTS

2  BASIS OF PREPARATION (cont’d)

2.5 Changes in accounting policies (cont’d)

(il

(i)

Determination and presentation of operating segments (cont’d)

Segment results that are reported to the CEO include items directly attributable to a segment as well as those that
can be allocated on a reasonable basis. Unallocated items comprise mainly income tax assets and liabilities.

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and equipment, and
intangible assets other than goodwill.

Presentation of financial statements

The Group applies revised FRS 1 Presentation of Financial Statements (2008), which became effective as of 1
January 2009. As a result, the Group presents in the consolidated statement of changes in equity all owner changes
in equity, whereas all non-owner changes in equity are presented in the consolidated statement of comprehensive
income.

Comparative information has been re-presented so that it also is in conformity with the revised standard. Since the
change in accounting policy only impacts presentation aspects, there is no impact on earnings per share.

Disclosures pertaining to fair values and liquidity risk for financial instruments

The Group has applied Improving Disclosures about Financial Instruments (Amendments to FRS 107), issued
in March 2009, that require enhanced disclosures about fair value measurements and liquidity risk in respect of
financial instruments.

The amendments require that fair value measurement disclosures use a three-level fair value hierarchy that reflects
the significance of the inputs used in measuring fair values of financial instruments. Specific disclosures are required
when fair value measurements are categorised as Level 3 (significant unobservable inputs) in the fair value hierarchy.
The amendments require that any significant transfers between Level 1 and Level 2 of the fair value hierarchy be
disclosed separately, distinguishing between transfers into and out of each level. Furthermore, changes in valuation
techniques from one period to another, including the reasons therefore, are required to be disclosed for each class
of financial instruments.

Further, the definition of liquidity risk has been amended and it is now defined as the risk that an entity will encounter
difficulty in meeting obligations associated with financial liabilities that are settled by delivering cash or another
financial asset.

Revised disclosures in respect of fair values and liquidity risk of financial instrements are included in Note 40.
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3.1

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in the financial statements,
and have been applied consistently by the Group entities, except as explained in Note 2.5, which addresses changes in
accounting policies.

Consolidation
Business combinations

Business combinations are accounted for under the purchase method. The cost of an acquisition is measured at the fair
value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus costs
directly attributable to the acquisition.

The excess of the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities over the
cost of acquisition is credited to the income statement in the period of the acquisition.

Subsidiaries

Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are included in the consolidated
financial statements from the date that control commences until the date that control ceases. The accounting policies of
subsidiaries have been changed when necessary to align them with the policies adopted by the Group.

Associates

Associates are those entities in which the Group has significant influence, but not control, over their financial and operating
policies. Significant influence is presumed to exist when the Group holds between 20% and 50% of the voting power of
another entity.

Associates are accounted for using the equity method and are recognised initially at cost. The Group’s investments include
goodwill identified on acquisition, net of any accumulated impairment losses. The financial statements include the Group’s
share of the income and expenses and equity movements of associates, after adjustments to align the accounting policies
with those of the Group, from the date that significant influence commences until the date that significant influence ceases.
When the Group’s share of losses exceeds its interest in an equity accounted investee, the carrying amount of that interest
is reduced to nil, and the recognition of further losses is discontinued except to the extent that the Group has an obligation
or has made payments on behalf of the investee.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income or expenses arising from intra-group transactions, are
eliminated in preparing the consolidated financial statements. Unrealised gains arising from transactions with associates
are eliminated against the investment to the extent of the Group’s interest in the associate. Unrealised losses are eliminated
in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.
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NOTES TO THE FINANCIAL STATEMENTS

3.1

3.2

3.3

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Consolidation (cont’d)
Accounting for subsidiaries and associates

Investments in subsidiaries and associates are stated in the Company’s balance sheet at cost less accumulated impairment
losses.

Affiliated companies

An affiliated company is a company, other than a related corporation, in which the directors and/or shareholders of the
Group have substantial financial interests and may be able to exercise significant influence over the Group. All transactions
with affiliated companies are therefore related party transactions carried out on terms agreed between the Group and such
parties.

Foreign currencies
Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of the Group entities at the
exchange rate at the date of the transactions. Monetary assets and liabilities denominated in foreign currencies at the
reporting date are retranslated to Singapore dollars at the exchange rate at the reporting date. The foreign currency gain or
loss on monetary items is the difference between amortised cost in the functional currency at the beginning of the period,
adjusted for effective interest and payments during the period, and the amortised cost in foreign currency translated at the
exchange rate at the end of the reporting period. Non-monetary assets and liabilities denominated in foreign currencies
that are measured at fair value are retranslated to Singapore dollars at the exchange rates at the date on which the fair value
was determined.

Foreign currency differences arising on retranslation are recognised in the income statement, except for differences arising
on the retranslation of monetary items that in substance form part of the Group’s net investment in a foreign operation (see
below), and available-for-sale equity instruments. Non-monetary items that are measured in terms of historical cost in
foreign currency are translated using the exchange rate at the date of the transaction.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on acquisition, are
translated to Singapore dollars at exchange rates at the reporting date. The income and expenses of foreign operations,
excluding foreign operations in hyperinflationary economies, are translated to Singapore dollars at exchange rates at the
dates of the transactions. Goodwill and fair value adjustments arising on the acquisition of a foreign operation on or after
1 January 2005 are treated as assets and liabilities of the foreign operation and translated at the closing rate.
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3.3

3.4

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Foreign currencies (cont’d)
Foreign operations (cont’d)

Foreign currency differences are recognised in other comprehensive income. When a foreign operation is disposed of, in
part or in full, the relevant amount in the foreign exchange translation reserve is transferred to the income statement as part
of the profit or loss on disposal.

When the settlement of a monetary item receivable from or payable to a foreign operation is neither planned nor likely in the
foreseeable future, foreign exchange gains and losses arising from such a monetary item are considered to form part of a
net investment in a foreign operation and are recognised in other comprehensive income, and are presented within equity
in the foreign currency translation reserve.

Classification of insurance contracts

Contracts under which the Group accepts significant insurance risk from another party (the policyholder) by agreeing to
compensate the policyholder or other beneficiary if a specified uncertain future event (the insured event) adversely affects
the policyholder or other beneficiary are classified as insurance contracts. Insurance risk is risk other than financial risk.
Financial risk is the risk of a possible future change in one or more of a specified interest rate, security price, commodity
price, foreign exchange rate, index of prices or rates, a credit rating or credit index or other variable, provided in the case
of a non-financial variable that the variable is not specific to a party to the contract.

Insurance risk is significant if, and only if, an insured event could cause the Group to pay significant additional benefits.
Once a contract is classified as an insurance contract, it remains classified as an insurance contract until all rights and
obligations are extinguished or expired.

Credit insurance

The Group provides credit insurance against non-payment risks arising from commercial and political events. Commercial
events may be due to protracted default in payments or insolvency of the buyer. Political events are defined as external
factors beyond the control of both the policyholder and the buyer that lead to the buyer not being able to make payments
to the policyholders. Political events are for example the occurrence of war or other disturbances in the buyer’s country
affecting the settlement of debt, transfer payment delays due to the imposition of foreign exchange controls, or the
cancellation or imposition of import licence in the buyer’s country.

The Group issues short-term comprehensive contracts where the period of coverage is usually a year or less. These
policies are typically purchased by exporters who are based mainly in Singapore. The Group also issues specific policies
for medium and long term credit period.
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NOTES TO THE FINANCIAL STATEMENTS

3.4

3.5

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Classification of insurance contracts (cont’d)
Bond and guarantee insurance contracts

Risks covered under the guarantee business are related to the client’s performance capabilities to meet the requirements
of projects or contracts, for which the Group issues bonds and guarantees on behalf of the clients. The major classes
of bonds and guarantees issued include Performance Bond, Advance Payment Bond, Contract Tender Bond/Bid Bond,
Qualifying Certificate Bond, Customs Bond, Foreign Worker Bond, Tenancy/Rental Bond and Account Payment Bond.

Recognition and measurement of insurance contracts
Premiums and provision for unexpired risk

Gross written premiums are disclosed gross of commission payable to intermediaries (brokers) and exclude taxes and
levies based on premiums. Premiums written do not include an estimate for pipeline premiums.

For short-term comprehensive credit insurance contracts, premiums are recognised when sales declarations are received.
A minimum premium is received from the policyholder upfront at the commencement of the cover. This minimum premium
is determined using premium rates which are adjusted according to the level of credit risk exposure to buyers. The
minimum premium is not recognised as revenue but as a liability. Upon declaration of sales to buyers by the policyholder,
the Group will recognise the revenue by reversing the minimum premium from the liability account.

For bonds and guarantees insurance contracts, premiums are recognised upon inception of risk.

The provision for unexpired risks includes unearned premiums calculated at a flat rate of 25% on the net written premiums
for short-term credit insurance policies, and on a daily pro rata basis over the policy period for long-term credit and bonds
and guarantees insurance policies. An additional provision for unexpired risks is made where the expected value of claims
and expenses attributable to the unexpired periods of policies in force at the balance sheet date exceeds the unearned
premiums in relation to such policies. The provision for unexpired risks is calculated separately by reference to classes of
business which are managed together.

Fees and other charges to policyholders

Administration fees are charged to policyholders for the cost of processing and issuing bonds and guarantees. These are
recognised in the income statement immediately.
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3.5

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Recognition and measurement of insurance contracts (cont’d)
Claims incurred and provision for insurance claims

Claims incurred comprise claims paid during the financial year, net of subrogation recoveries, and changes in the provision
for outstanding claims.

Provision for insurance claims comprises provisions for the Group’s estimate of the ultimate cost of settling all claims
incurred but unpaid at the balance sheet date whether reported or not, and related internal and external claims handling
expenses and a provision for adverse deviation. Provision for insurance claims is assessed by reviewing individual claims
and making allowance for claims incurred but not yet reported, the effect of both internal and external foreseeable events,
such as changes in claims handling procedures, inflation, judicial trends, legislative changes and past experience and
trends. Provision for insurance claims is discounted where there is a particularly long period from incident to claims
settlement and where there exists a suitable claims pattern from which to calculate the discount.

Whilst the management considers that the gross provision for claims and the related reinsurance recoveries are fairly
stated on the basis of the information currently available to them, the ultimate liability will vary as a result of subsequent
information and events and may result in significant adjustments to the amounts provided. Adjustments to the amounts of
claims provisions established in prior years are reflected in the financial statements for the period in which the adjustments
are made. The methods used, and the estimates made, are reviewed annually.

Reinsurance

The Group cedes reinsurance in the normal course of business for the purpose of limiting its net losses. Reinsurance
arrangements do not relieve the Group from its direct obligations to its policyholders.

Reinsurance premium expense, reinsurers’ share of claims incurred and reinsurance commission income are presented in
the income statement and balance sheet on a gross basis.

Reinsurance assets comprise reinsurers’ share of insurance contract provisions and balances due from reinsurance
companies. The amounts recognised as reinsurers’ share of insurance contract provisions are measured on a basis that
is consistent with the measurement of the provisions held in respect of the related insurance contracts. Balances due from
reinsurance companies in respect of claims paid are included within insurance receivables on the balance sheet.

Reinsurance assets are assessed for impairment at each balance sheet date. Such assets are deemed impaired if there
is objective evidence, as a result of an event that occurred after its initial recognition, that the Group may not recover all
amounts due and that the event has a reliably measurable impact on the amounts that the Group will receive from the
reinsurer.
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NOTES TO THE FINANCIAL STATEMENTS

3  SIGNIFICANT ACCOUNTING POLICIES (cont’d)

3.5 Recognition and measurement of insurance contracts (cont’d)
Commission expense
Commission expenses are fees paid to intermediaries (brokers) upon acquiring new and renewal of insurance business.
For short-term comprehensive credit insurance contracts and bonds and guarantees, commission expenses are not
amortised on a pro rata basis over the period of the contracts.
For credit insurance contracts under which advance premium is received upfront but only earned upon achieving the pre-
set minimum insured volume, the upfront commission expense paid is deferred and amortised on a pro rata basis over the
period of the contracts.
Commission income
Commission income comprises reinsurance and profit commissions received or receivable which do not require the Group
to render further service. Commission income is not deferred and amortised on a pro rata basis over the period of the
contracts but are recognised in full on the effective commencement or renewal dates of the policies.
Claim recoveries
Claim recoveries represent actual subrogation recoveries received from policyholders during the year.
Liability adequacy test
The liability of the Group under insurance contracts is tested for adequacy by comparing the expected future contractual
cash flows with the carrying amount of the insurance contract provisions for gross unexpired risks and gross insurance
claims. Where an expected shortfall is identified, additional provisions are made for unexpired risks or insurance claims
and the deficiency is recognised in the income statement.
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3.6

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Property, plant and equipment
Recognition and measurement

[tems of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment
losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. Purchased software that is integral to
the functionality of the related equipment is capitalised as part of that equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items
(major components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds from
disposal with the carrying amount of property, plant and equipment, and are recognised net within other income in the
income statement.

Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it
is probable that the future economic benefits embodied within the part will flow to the Group and its cost can be measured
reliably. The carrying amount of the replaced part is derecognised. The costs of the day-to-day servicing of property, plant
and equipment are recognised in the income statement as incurred.

Depreciation

Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount substituted for cost,
less its residual value.

Depreciation is recognised in the income statement on a straight-line basis over the estimated useful lives of each part
of an item of property, plant and equipment, since this most closely reflects the expected pattern of consumption of the
future economic benefits embodied in the asset. Leased assets are depreciated over the shorter of the lease term and their
useful lives unless it is reasonably certain that the Group will obtain ownership by the end of the lease term. Freehold land
is not depreciated.
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NOTES TO THE FINANCIAL STATEMENTS

3  SIGNIFICANT ACCOUNTING POLICIES (cont’d)
3.6 Property, plant and equipment (cont’d)
Depreciation (cont’d)

The estimated useful lives are as follows:

B [easehold land 99 years

m  Leasehold building 30 years

®m  Freehold residential properties 50 years

®  Freehold building 40 years

B Renovations 4 years

m  Office equipment, furniture and fittings 2 10 6 years
®  Computer equipment 310 5 years
m  Motor vehicles 5 years

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and adjusted if
appropriate.

3.7 Intangible assets
Goodwill
Acquisitions on or after 1 January 2005

Goodwill represents the excess of the cost of the acquisition over the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities of the acquiree.

Goodwill arising on the acquisition of subsidiaries is presented in intangible assets. Goodwill arising on the acquisition of
associates is presented together with investments in associates.

Goodwill is measured at cost less accumulated impairment losses, tested for impairment. Negative goodwill is recognised
immediately in the income statement.

Computer software
Computer software is stated at cost less accumulated amortisation and impairment losses. Computer software is amortised

in the income statement on a straight-line basis over the estimated useful lives of 3 to 5 years, from the date on which they
are available for use.
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3.7

3.8

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Intangible assets (cont’d)
Customer lists

Customer lists that are acquired by the Group and have finite useful lives are measured at cost less accumulated amortisation
and accumulated impairment losses.

Financial instruments
Non-derivative financial assets

The Group initially recognises loans and receivables and deposits on the date that they are originated. All other financial
assets (including assets designated at fair value through profit or loss) are recognised initially on the trade date at which
the Group becomes a party to the contractual provisions of the instrument.

The Group derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or it transfers
the rights to receive the contractual cash flows on the financial asset in a transaction in which substantially all the risks
and rewards of ownership of the financial asset are transferred. Any interest in transferred financial assets that is created
or retained by the Group is recognised as a separate asset or liability.

Financial assets and liabilities are offset and the net amount presented in the balance sheet when, and only when, the
Group has a legal right to offset the amounts and intends either to settle on a net basis or to realise the asset and settle the
liability simultaneously.

The Group has the following non-derivative financial assets: financial assets at fair value through profit or loss, held-to-
maturity financial assets, loans and receivables and available-for-sale financial assets.

Financial assets at fair value through profit or loss

A financial asset is classified as at fair value through profit or loss if it is held for trading or is designated as such upon initial
recognition. Financial assets are designated as fair value through profit or loss if the Group manages such investments and
makes purchase and sale decisions based on their fair value in accordance with the Group’s documented risk management
or investment strategy. Upon initial recognition, attributable transaction costs are recognised in the income statement
when incurred. Financial assets at fair value through profit or loss are measured at fair value, and changes therein are
recognised in the income statement.
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NOTES TO THE FINANCIAL STATEMENTS

3  SIGNIFICANT ACCOUNTING POLICIES (cont’d)

3.8 Financial instruments (cont’d)
Held-to-maturity investments
If the Group has the positive intent and ability to hold debt securities to maturity, then such financial assets are classified
as held-to-maturity. Held-to-maturity financial assets are recognised initially at fair value plus any directly attributable
transaction costs. Subsequent to initial recognition, held-to-maturity financial assets are measured at amortised cost
using the effective interest method, less any impairment losses. Any sale or reclassification of a more than insignificant
amount of held-to-maturity investments not close to their maturity would result in the reclassification of all held-to-maturity
investments as available-for-sale, and prevent the Group from classifying investment securities as held-to-maturity for the
current and the following two financial years.
Loans and receivables
Loans and receivables are financial assets with fixed and determinable payments that are not quoted in an active market.
Such assets are recognised initially at fair value plus any directly attributable transaction costs. Subsequent to initial
recognition, loans and receivables are measured at amortised cost using the effective interest method, less any impairment
losses.
Loans and receivables comprise insurance, trade and other receivables.
Cash and cash equivalents comprise cash balances and bank deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Group’s cash management are included as a component of cash and cash equivalents for
the purpose of the cash flow statement.
Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale and that are
not classified in any of the previous categories. The Group’s investments in equity securities and certain debt securities
are classified as available-for-sale financial assets. Subsequent to initial recognition, they are measured at fair value and
changes therein, other than for impairment losses, and foreign exchange gains and losses on available-for-sale monetary
items (see Note 3.3), are recognised directly in other comprehensive income and presented within equity in the fair value
reserve. When an investment is derecognised, the cumulative gain or loss in other comprehensive income is transferred
to the income statement.
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3.8

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Financial instruments (cont’d)
Non-derivative financial liabilities

The Group initially recognises debt securities issued on the date that they are originated. All other financial liabilities
(including liabilities designated at fair value through profit or loss) are recognised initially on the trade date at which the
Group becomes a party to the contractual provisions of the instrument.

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled or expire.

Financial assets and liabilities are offset and the net amount presented in the balance sheet when, and only when, the
Group has a legal right to offset the amounts and intends either to settle on a net basis or to realise the asset and settle the
liability simultaneously.

The Group has the following non-derivative financial liabilities: interest-bearing borrowings, bank overdrafts, insurance,
trade and other payables.

Such financial liabilities are recognised initially at fair value plus any directly attributable transaction costs. Subsequent to
initial recognition, these financial liabilities are measured at amortised cost using the effective interest method.

Derivative financial instruments

The Group used derivative financial instruments to manage exposure to foreign exchange and interest rate risks arising
from operational, financing and investment activities. These derivative financial instruments are only used for hedging an
underlying risk. The Group does not take any speculative positions. Embedded derivatives are separated from the host
contract and accounted for separately if the economic characteristics and risks of the host contract and the embedded
derivative are not closely related, a separate instrument with the same terms as the embedded derivative would meet the
definition of a derivative, and the combined instrument is not measured at fair value through profit or loss.

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in the income statement when
incurred. Subsequent to initial recognition, derivatives are measured at fair value and changes therein are accounted for
as described below.

Separable embedded derivatives

Changes in the value of separable embedded derivatives are recognised immediately in the income statement.
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3.8

3.9

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Financial instruments (cont’d)
Other non-trading derivatives

When a derivative financial instrument is not held for trading, and is not designated in a qualifying hedge relationship, all
changes in its fair value are recognised immediately to the income statement.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares are recognised
as a deduction from equity net of any tax effects.

Impairment
Financial assets (including receivables)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss event
has occurred after the initial recognition of the asset, and that loss event had a negative effect on the estimated future cash
flows of that asset that can be estimated reliably.

Objective evidence that financial assets (including equity securities) are impaired can include default or delinquency by a
debtor, restructuring of an amount to the Group on terms that the Group would not consider otherwise, indications that a
debtor or issuer will enter bankruptcy, the disappearance of an active market for a security. In addition, for an investment
in an equity security, a significant or prolonged decline in its fair value below its cost is objective evidence of impairment.

The Group considers evidence of impairment for receivables and held-to-maturity investment securities at both a specific
asset and collective level. All individually significant receivables and held-to-maturity investment securities are assessed
for specific impairment. All individually significant receivables and held-to-maturity investment securities found not to
be specifically impaired are then collectively assessed for any impairment that has been incurred but not yet identified.
Receivables and held-to-maturity investment securities that are not individually significant are collectively assessed for
impairment by grouping together receivables and held-to-maturity investment securities with similar risk characteristics.

In assessing collective impairment, the Group uses historical trends of the probability of default, timing of recoveries and
the amount of loss incurred, adjusted for management’s judgement as to whether current economic and credit conditions
are such that the actual losses are likely to be greater or less than suggested by historical trends.
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3.9

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Impairment (cont’d)
Financial assets (including receivables) (cont’d)

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. Losses are recognised in profit or loss and reflected in an allowance account against receivables. Interest on
the impaired asset continues to be recognised through the unwinding of the discount. When a subsequent event causes
the amount of impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Impairment losses on available-for-sale investment securities are recognised by transferring the cumulative loss that has
been recognised in other comprehensive income, and presented in the fair value reserve in equity, to profit or loss. The
cumulative loss that is removed from other comprehensive income and recognised in profit or loss is the difference between
the acquisition cost, net of any principal repayment and amortisation, and the current fair value, less any impairment loss
previously recognised in profit or loss. Changes in impairment attributable to time value are reflected as a component of
interest income.

If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases and the increase can be
related objectively to an event occurring after the impairment loss was recognised in profit or loss, then the impairment
loss is reversed, with the amount of the reversal recognised in profit or loss. However, any subsequent recovery in the fair
value of an impaired available-for-sale equity security is recognised in other comprehensive income.

Non-financial assets

The carrying amounts of the Group’s non-financial assets, other than deferred tax assets, are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such indication exists, the asset’s recoverable
amounts are estimated. For goodwill, and intangible assets that have indefinite useful lives or that are not yet available for
use, the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less cost
to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. For
the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest group
of assets that generates cash flows from continuing use that are largely independent of the cash inflows of other assets
or group of assets (the “cash-generating unit”, or “CGU”). Subject to an operating segment ceiling test, for the purpose
of goodwill impairment testing, CGUs to which goodwill has been allocated are aggregated so that the level at which
impairment is tested reflects the lowest level at which goodwill is monitored for internal reporting purposes.
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3.9

3.10

3.11

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Impairment (cont’d)
Non-financial assets (cont’d)

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount.
Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are allocated first
to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying amounts of the other
assets in the unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in
prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer exists. An
impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Goodwill that forms part of the carrying amount of an investment in an associate is not recognised separately, and
therefore is not tested for impairment separately. Instead, the entire amount of the investment in an associate is tested for
impairment as a single asset when there is objective evidence that the investment in an associate may be impaired.

Lease payments

Payments made under operating leases are recognised in the income statement on a straight-line basis over the term of
the lease. Lease incentives received are recognised in the income statement as an integral part of the total lease expense,
over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction of
the outstanding liability. The finance expense is allocated to each period during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the liability.

Contingent lease payments are accounted for by revising the minimum lease payments over the remaining term of the lease
when the lease adjustment is confirmed.

Employee benefits

Defined contributions plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into a separate
entity and will have no legal or constructive obligation to pay further amounts. QObligations for contributions to statutory

defined contribution pension plan are recognised as an employee benefit expense in the income statement in the periods
during which services are rendered by employees.
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3  SIGNIFICANT ACCOUNTING POLICIES (cont’d)
3.11 Employee benefits (cont’d)
Short-term benefits

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

A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing plans if the Group
has a present legal or constructive obligation to pay this amount as a result of past service provided by the employee and
the obligation can be estimated reliably.

3.12 Provisions
A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can
be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The unwinding of the discount is recognised
as finance cost.

3.13 Revenue recognition

Interest income

Interestincome on loans, advances, hire purchase, leasing receivables and factoring accounts is recognised on the accrual
basis, taking into account the effective yield of the assets.

Fee and commission income

Fee and commission income are recognised in the income statement on an accrual basis.
Management fees

Management fees are recognised on an accrual basis.

Insurance contracts

Revenue recognition from insurance contracts is explained in Note 3.5.

Interest expense

Interest expense is recognised in the income statement at amortised cost using the effective interest rate method.
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3

3.13

3.14

3.15

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Revenue recognition (cont’d)
Interest income from debt securities and bank deposits

Interest income from debt securities and bank deposits are recognised in the income statement at amortised cost using
the effective interest rate method.

Dividend income

Dividend income is recognised in the income statement on the date that the Group’s right to receive payment is established,
which in the case of quoted securities is the ex-dividend date.

Jobs Credit Scheme
Cash grants received from the government in relation to the Jobs Credit Scheme are recognised as income upon receipt.
Dividends

Dividends payable on the issued ordinary shares are recognised as a liability in the financial year in which they are
declared.

Income tax expense

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in income statement
except to the extent that it relates to items recognised directly to equity or in other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted
at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the following
temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business combination and
that affects neither accounting or taxable profit, and differences relating to investments in subsidiaries to the extent that
they probably will not reverse in the foreseeable future. In addition, deferred tax is not recognised for taxable temporary
differences arising on the initial recognition of goodwill. Deferred tax is measured at the tax rates that are expected to be
applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively enacted
by the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on
different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities
will be realised simultaneously.
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3

3.15

3.16

3.17

3.18

3.19

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Income tax expense (cont’d)

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary differences, to the extent that
it is probable that future taxable profits will be available against which the temporary differences can be utilised. Deferred
tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the 