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FINANCE CORPORATION LIMITED
AND I'TS SUBSIDIARY COMPANY

REPORT OF THE DIRECTORS

The Dircetors have pleasure in presenting the annual lnancial statements of Finance Corporation Limited
(“the Company™) and its controlled entity (both “the Group™) for the vear ended 31 December 2019,

ACTIVITIES

The principal activities during the year of the Group were the provision of financial and insurance brokerage
services. The subsidiary company, Sunrise Assurance Brokers Limited, commenced operations in 2016,

RESULTS

The Group’s total comprehensive income after taxation amounted to K36,663.863 (2018 — K33,739.767). The
Company’s total comprehensive income after taxation amounted to K36,663,863 (2018  K35,739,767).

DIVIDEND

Dividends of K10,011.000 and K4,970,000 were declared on 26 March 2019 and 3 October 2019, paid over three
payments on 15,16 and 17 April 2019 and 15 October 2019, respectively. These dividends were at a rate of one
kina forty-one toca (1.41) and seventy (70) toea per ordinary share, respectively.

AUDITOR

The tinancial statements for the Group and the Company have been audited by Ernst & Young and should be
read in conjunction with the Independent Audit Report set outl on pages 5 to 7.

FURTHER DISCLOSURES

In compliance with Section 212(3) ol the Companics Act 1997 the Company has obtained consent from its
shareholder not o disclose the matters required under Section 212{1)(a) and (d) to (j) of the Companies Act
1997,

Signed at Hohola, National Capital District For and on behalf of the
Board of Dircetors

This 24™ day of March 2020

DIRECTOR DIRECTOR



S3-

FINANCE CORPORATION LIMITED
ANDITS SUBSIDIARY COMPANY

STATEMENT BY TIE DIRECTORS

In the opinion ot the Directors of FINANCE CORPORATION LIMITED:

[

(%)

(a) The stalermnents ol comprehensive income 15 drawn up so as to give a true and fair view of the
results of the business of the Group and the Company for the vear ended 31 December 2019,

(b) the statements of linancial position is drawn up so as to exhibit a true and fair view of the state
of affairs of the Group and the Company as at 31 December 2019,

() the statements of cash flows is drawn up to exhibit a truc and fair view of the movements in cash
of the Group and the Company for the year ended 31 December 2019,

(d) the statements of changes in equity is drawn up to exhibit a true and fair view of the changes in
equity for the Group and the Company in respect ol the financial year ended 31 December 2019,

(&) at the date of this statement there are reasonable grounds to believe that the Group and the
Company will he able to pay their debts ag and when they fall duc.

The financial statements have been prepared in accordance with Tntermnational Financial Reporting
Standards (“IFRS™) adopted in Papua New Guinea and the Papua New Guinca Companics Act 1997,

The key risks tacing the Group and the Company are identitied on a continuous ongoing hasis. Systems
have been established to monitor and manage risks including setting and adhering to 2 series of
prudential limils and by adequale and regular reporting. These risk management systems arc operating
cifcetively and are adequate having regard to the risks thev arc desipned to control.

As required by the Prudential Standard 72003, Part TIT (3a)(1) Finance Corporation Limited and its
subsidiary, have where applicable, have complied with the Bank and Tinancial Institutions Act 2000, the
Bank of Papua New Guinea Prudential Standards, the Companics Act 1997 and other dircctives issued
by the Central Bank and any other authoritics in Papua New Guinea.

As required by the Prudential Standard 7/2005, Part I (3)(a)(2), as declared by the Chief Executive

Qlficer and endorsed by the Board of Directors and the Group’s execulive management:

(i) has identified the key linancial risks of the Company or the Group;

{i1) has established systcms to control and monitor those risks including, where appropriate,
adherence to prudent policies and procedures, to reasonable operating limits and to adequate and
timely reporting processes; and

(iii) is satisticd that the risk management systems arc operating effectively and are adequate in regard
to the risks they are designed to control.

As required by Prudential Standard 772005, Part 11 (3)(a)(3) we declare there 1s no actual or potential
conflicts of intercst with respeet to Finance Corporation Limited (“FinCorp™) engagement of the external
auditor Ermst & Young, which has therefore nol compromised the independence of the auditor’s
performance.

We have made an assessment of “the Group’s™ ability to continue as a going concern, taking inte account
all available information about the future, which is at least, but is not limited to, twelve months from the
dale ol this letler. We confirm that we have not identified events or comditions that may cast significant
doubt upon the Group’s and FinCorp’s ability to confinuc as a going concern and we have disclosed to
you all information relevant to the preparation of the financial statements in accordance wilh the going
concern assuniption.



Signed at Hohola, National Capital District

For and on behalf of the Board of Directors

This 24™ day of March 2020

PR Ty A & S ——

Director Director
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Independent auditor's report to the shareholders of Finance Corporation Limited
and its subsidiary company

Opinion

We have audited the financial report of Financa Corporation Limited and its subsidiary company (“the
Group™), which comprises the statement of financial position as &t 31 December 2019, the slatement
of comprehensive income, statement of changes in equity and statament of cash flows for Lhe year
then ended, notes to the financial statements, including a summary of significant accounting policies.

In our opinicn, the accompanyng financial report of the Group is in accordance with the Companies
Act 1997 including:

8. dgiving a true and fair view of the Group's financial position as at 31 December 2019 and of its
financial performance for the year ended on that date; and

L. complying wth Intarnational Financial Reparting Slandards,

Basis for Opinion

We conducted our audit in accardance with International Standards on Auditing. Our rasponsibilitics
under those standards are further descrined in the Auditor's Responsinilities for the Audit of the
Financial Report section of our report, We are independent of the Group in accordance with the ethical
reguirements that are relevant to our audit of the financial report in Papua Maw Guinez, and wa have
fulfilled our ethical responsibilities in accordance with these requirements.

We believe Lhat the audit cvidence we have ablained is sufficient and appropriate Lo provide a basis
for our opinion,

Other Matter - Subsequent Event COVID-19

Subsequent to 31 December 2019, the COVID 12 outbreak was declared a pandemic by the World
Health Grgenization and is causing disruptions to businesses and economic aclivity. The outbreak is
regarded as a non-adjusting post balance sheel event under Internaticnal Finencial Reporting
Standards. Consistent with this assessment, the Group has made no adjustment to its financial
statements as at 31 Decernber 2019 for Lhe impacts of COVID-19. As the situation is fluid and rapidly
evolving, it is not practicable to provide a guantitative or qualitative estimate of the potential impact

of Lhis autbreak cn the Group., The impact of this culbreak will be incorparated inta the Group's IFRS 2
financial assel valuations and estimates of sxpected credit loss provisions in 2020,

Information Other than the Financial Report and Auditor's Report Thereon

The Directors are respensidle for the other informalion, The other infarmation is the Directors’ report
and the statement of the Dircctors” accompanying the financial repart.

Qur opinion on the financial report does not cover the other information and accordingly we do nat
express any form of assurance conclusion thereon.

Amember firm of Emsl & Youag Glebal | imited
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In connoction with our audit of the financial report, our responsibilily is to reac the other information
and, in doing so, consider whether the other information is matarially inconsistent with the financial
repart ar aur knowledge obtained in the audit or otharwise appears to be materially misstated. If,
based an the work we have parfarmed, we conclude that there is a material misstatement of this other
information, we are reguired to report that fact. We have nothing to report in this regard,

Responsibilities of the Directors for the Financial Report

The Directors of the Group are responsible for the presaration of the financial report that gives a true
and fair view in accardance with International Financial Reporting Standards and the Companies Act
1997 and for such internal contral as the Directors determineg is necessary to erable tho preparation
af the financial report that gives & true and fair view and is free from material misstatement, whether
due to fraud or error,

In prepering the finarcial regort, the Dircclors are responsible for assessing the Group's ability to
continue as a going cancern, disclosing, as applicable, matiers relaling Lo going concern and using Lhe
going concern basis of accounling unless the Directors either intend to liquidate the Group or to cease
aperations, or have na realislic allernative but to do so.

Auditor's Responsibilities for the Audit of the Financial Report

Our ohjectives are [o obta'n reasonable assurance about whether the financial report as a whole is
free [rom material misstatement, whether due to fraud or errer, and to issue an auditor's report that
includes aur opinion. Reasonable assurance is a high level of assurance, but is not 8 guarantee that an
audit conducted in accordance with the Internaticnal Standards on Auditing will elways detect a
malerial misstatement when it exists, Misstatements can arise from fraud or error gnd are considered
material if, individually or in the aggregate, they could reasanably be expected to influenca the
eraonomic decisions of users taken o the basis of this financial report.

&s part of an gudil in accordance with the Internatianal Standards on Auditing, we exercise
prafessional judgment eénc maintain professional sceplicism throughout the audil. We also:

= [dentify and assess the risks of material misstatement of the financial repert, whethar due to
fraud or error, design and perfarm audit procedures responsive to those risks, and obtain audit
evidence that is sufficlent and apprapriate to provide a basis for our cpinion. The risk of not
detecting a maoterial misstaterment resulling from fraud is higher than for ane resulling from
errar, as fraud may involve collusian, forgery, intentional omissions, misrepresentations, or the

override of internal cantrol.

a  Chblain an understanding of internal control relevant to the audit in arder to design audit
procadures that are appropriate in Lthe circumstances, but nol for Lhe purpose of expressing en
ooinion an the effectiveness of the Group's internal control.

s Evaluatc the aporepriateness of accounting policies used and the reasonablenass of accaunting
estimates and rolaled disclosures made by the Diractors.

& mambar lirm of Crogt & Youny Glosal Limited
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= Conc/ude on the apprapriatenass of the Birectors’ use of 1he going cancern basis of accounting
and, basad on the audil evidence obtained, whethar a material uncertainty exists related to
events or conditions thal may cast signiflicant doubt on the Group's ahility Lo continue as a going
cancern. If we conclude that a material uncertainty cxists, we are required to draw attention in
our auditor's report to the relzled disclosures in the financial repart or, if such disclosures are
inadaquate, to modify our opirion, Our conclusions are hased on the audit evidence oblained up
to the date of our auditor's report. However, future events or conditions may ceuse the Group
to cease to continue as a going concern,

¢ Lvaluale the overall prasentalion, structure and cantent of the financial reporl, inc'uding the
disclosures, and whathar the financial report represents the underlying transactions and evenls
in a manner that achieves fair presenlation.

We communicate with the Directors regarding, among olher matters, Lhe planned scape and timing of
Lthe audil and significant audit findings, including any significant deficiancies in internal control that we
identily during our audit.

Report on other legal and requlatery requirements

The Papua New Guinea Companies Acl 1997 requires Lhat in carrying oul our audit we consider and
repart to you on the following matters. We confirm that:

a. inour cpinion proper accounting records have been kopt by the Group, so far as apnears [rom
cur examinalion of thase records: and

. we have obtained all the information and explanations we have reguired.

‘?;_-‘a"wis’ F
T e

. o e
Ernst & Young

| Of

7

Madhu Mair
Partner

Fegislered under the Accountants Act 1996
Part Moresby this 25th day of March 2020

Arizmaer fiom of Ernst & Yourng Giobal Limisd
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FINANCE CORPORATION LIMITED
AND TTS SURSIDIARY COMPANY

STATEMENTS OF COMPREHENSIVE INCONI

FOR THE YEAR ENDED 31 DECEMBER 2019

NOTES CONSOLIDATED COMPANY
2019 2018 1y 2018
K K K K
Interest income 7 87501012 82,204,170 $7,501,612 82,204,170
[nierest expense 7 (5,25549%) (5,015,911} (5,274,636) {5,036,548)
Net interest income 82,246,119 T7.188,239 82,226,975 77167022
lee and commission insoma 8 1,575,113 1,525,235 1084357 1,272,209
Fee and conmmission expeansa g {46,137) {51,249 {45,008} (50,296)
Net fee and commission income 1,524,978 1,773,984 1,039,255 1,221,913
Net income from ofher [inancial insfroments
at amortiscd cost 900,892 585,347 890,892 585387
Oher rovenuc 9 2,053,766 1,858,216 2,055,700 1,858,214
Revenne 86,817,755 81,405,848 86,312,593 80,833,138
Other income 10 2982611 4 175065 2,982,011 4,175,963
Tmpatrment loages on investment in subsidiary - - {907,330 (615446}
lmpairoent losses on loans ko cuslomers 13 (12,410,245) (5,452,962) (12,410,245) {452,962}
Personnel expenscs 11 (11,599,703  (10,824,402) (10,924,016) (10,293,373)
Depreciation and amortisation 22 24 (1,728,673) (1,598,547) {1,629.388) (1,565,506)
Inicrest expense o lease Liability {207,211 {2508.271) (181.010} (258,271}
Ochar expensey 12 (13,312,736 {13,264,594) (12,701,707) (12,642,406}
I'rofit hefore tpxation 50,542,001 53,181,037 50,542,000 53,181,037
Tncome tux expense 23 16,208,685 15,977,238 16,208 685 15,977,238
Profit for the period 34,333,414 37,203,799 34,333 414 37,203,799
Qiher comprehensive incomas
Tlems that will not be reclassifled
subsequently 1o profit or loss
Unrealised gain/{loas) on eyuily investments
al EVOCI, net of tax 2,330,449 {185,725) 2,330,449 {185,725
Kevaluation deficit on property - (1,278,307 - (1,278 307
Tutul comprchensive income K 36663863 K 35,730,767 K 36,003,863 KK 35,730,767
Eumnings per sharc K 516 K 203 K 56 K 5403

The accompanying notes on pages 12 o 36 form parl ol these linancial stalcments.



ABSETS
Cagh and cash equivalents
Tnyestment scourities
[oans to customers
Other assets
Due from related enlilies
Investment in subsidiary
Investment properties
Properly and squipment
Ttangible assets
Prapaid income fax
Deferrad tux
TOTAL ASSETS
LIABILITIES
Terim deposits
Provision for taxmsion
Rental bonds
Tewse linbilities
Tayables
Provision For empioyee benelils

TOTAL LIABILITIES

NET ASSETS

SHAREIIOLDER'S EQUITY
Issued share capitl
Erservey
TRetained carnings

EQUITY

0.

FINANCE CORPORATION LIMITED
AND I'1S SOBSIDIARY COMI'ANY

STATEMENTS OF FINANCIAL POSITION

AS AT 31 DECENMBER 2019

NOTES

14
21
15
16
31(d3
18

-

3
24
22
25
25

27
25

28
19
26

20
17

CONSOLIDATED COMPANY
2019 2018 2019 2018
K K K K
17,486,066 43,001,593 16,835,289 42,533,004
54,518,396 29,504,907 54,818,396 29,504,907
171,176,673 148,857 938 171,176,673 148,857 938
1,196,131 4,451,678 799,118 3,325,381
157,951 2,561 154,437 8,540
) - 924,667 832,006
29,000,000 29,900,600 29,900,000 29,900,000
10,900,471 11,573,417 10,572,316 11415476
130,290 182,603 130,390 182,693
3,048,606 - 3,029,311 -
5,200,987 8,071,075 5,200,987 8,721,473
284,015,671 275,546,962 203,541,584 275,279,418
111,811,466 114,912,564 112,245,408 115,271 086
- 2,340,268 - 3,015,001
401,500 401,500 401,500 400,500
685,822 1,522.727 482,109 1,522,727
8,839,254 6,080,422 8,134,938 4,787,533
2,802,238 2,487,953 2,302,238 2,487,953
124,540,250 127,754,434 124,066,193 127,486, 89¢
169475391 K 147,792528 K 169475391 K 147,792,528

2,100,000 7,100,000 7,100,000 7,1 00, 00K
5,021,325 2,690,876 5,021,325 2,600,876
157,334,066 138,001,652 157,354,066 138,001,652
K 169475391 K 147,792,528 K 169475391 K 147,792,528

“The accompanying notes oo papes 12 to 36 forin part of these financial stalements.
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FINANCT CORPORATION LIMITE]L
SUBSINIARY COMTANY

FOR THE YEAR ENDED 31 DECERIBER 2019

CONSOLIDATED SHARE RESERVES RILTAINED TOTAT,

CAPITAL EARNINGS

K K K K

Restated total cquity ac01.01.2018 7,100,000 4,154,908 111,873,853 123,128,761
Total comprehensive incomne
for the wvear after taxation - - 35,739.767 35,739,707
Transfer to Tair value reserve (1,464,032) [464,022 -
Dividend - - (11,076,000) {11,076,000)
Ralancc at 01.01.2019 7,100,000 2690876 138,001,652 147,792,528
Total compralicngive income
for the year uller taxation - - 15,663,803 36,663,803
Transfer to fair valhue reserve 2,330 449 (2,330,449) -
Diividend - - {14,981,000) {14.98 1,000}
Halanece at 31.12.2018 K 7100000 K 5021325 K 157,354,066 K 160475391
COMPANY
DReslaled lofal cquity at01.01,.2018 7,100,000 4,154,908 111,473,853 123,128,761
Total comprehensive income
tor the year afier taxation - - 35,730,787 35,739,767
Transler to fair value reserve (1,454,032) 1,464,032 -
Drividend - - {11,076,000) {11,076,000)
Balance at 01.01.2019 7,100,000 2,690,876 138,001,652 147,792,528
Totw| comprehensive Income
[or the year attcr taxation - - 36,663,503 36,663,863
Transfer ta fair valus reserve 2,330,444 (2,330,449) -
Dhividend - - (14,98 1,000) (14,981,000)

Balance at 31.12.2019

K 7,100,000

K 302135 K 15735,066 K 169,475,391

The uceompanying notes on pages 12 fo 36 form parl of these financial statements,
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FINANCE CORPORATION LIMITED
AND I1'S SUBSIDIARY COMPANY

STATEMENTS OF CASI FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2019

NOTES CONSOLIDATED COMPANY
2019 2018 2019 2018
K K Kk K
CASH FLOW FROM OPERATING
ACTIVITIES
Profit belore taxation 50,342,099 53,181,037 50,542,099 53,181,037
Adjustments for:
- Interest income (87.501.,612) (82.204.170) (87,501,612) (82,204,170)
- Inleres| expense 5,255,403 5015911 3,274,636 5,036,548
- Interest on lease liability 207,210 238,271 181,010 258,271
- Depreciabion and amorlisalion 22, 24 1,728,673 1,598,547 1,629,388 1,565,606
- Assct revaluation - (166.851) - (166,451)
- Bad debls wnlten ofl (20.612.461) (10,852,677) (20,612,461) (10,832,677)
- Write-off recoverics 1,303,822 1.818.185 1,303,822 1,818,185
- Loss on disposal of fixed assets 27,579 31,497 26,142 31,497
- Net impairment on loans at amortised cost 12,410,245 6,432,962 12,410,245 6,452,962
- Iinpainnent on investment i subsidiary - - 907,339 615,446
(36,638.952) (24,867,28K) (35,439,392) (24,204,146)
Mowements in working capital
- Decrease/(increase) in receivahles 3,255,547 (2, 100.400) 2,326,263 (1.252.360)
- Increase/(decrease) n payables (220,889) (4,383,746) 443,481 (5,158,016)
- Interest received 72,081,271 88,700,758 T2081.271 88,700,758
- Interest paid {5.062,385) (4,588,226) (3,082,103) (4,608,153)
- Taxation paid 25 (18.736.471) (15.447,650) (18,733,601) (15,444,555)
31,316,873 62,180,736 51,235,309 62,237,674
Cash flows from operating activities 14,677,921 37313448 15,395,917 37973528
CASH FLOW FROM INVESTING
ACTIVITIES
Purchase of property & equipment and
investnent properly 222324 (1,541.901) (1,344.338) (1,541,010 {1,343,076)
Proceeds from sale of property & equipment 305,639 302318 305,659 302,218
Acquisition of myvestiment securilies
in T-hillz & C-hills (22,983,040) (252,608) (22,983,040) (252,608)
Additional mvestment m subsidiary 18 - - (1,000,000} (500,000)
Cash flows used in investing activities (24,219,372) (1,294,62%) 25,218.391) (1,793,366)
CASH FLOW FROM FINANCING
ACTIYITIES
Louns to related parties {154.990) 389,531 {147,897 407 488
Dividend paid (14,931,000) (11,076,000) (14,981,000} (11.076,000)
Pavments for lease liabilities (#34,340) (701,200) {746,344) (761,200)
Cash [Nows used in Onancing achivites (15,974,376) {11,447.669) (13,875,241 (11.429.712)
NET INCREASE IN CASH
AND CASH EQUIVALENTS (25,515,827 24,571,151 (25,697,715) 24,750,450
CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR 43 001,543 18,430,742 42,533,004 17,782,554

CASII AND CASII EQUIVALENTS AT
TIIE END OF THE YEAR

K 17,486,066

K 43,001,893

K 16835289

K 42,533,004

The accompanying notes on pages 12 to 36 form part of these linancial slalements,
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FINANCE CORPORATION LIMITED
AND ITS SUBSTDIARY COMPANY

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FORTHE YEAR FNDED 3 DECEMBER 2012

REPORTING ENTITY

Finance Corporation Limited ("the Company™} is a company domiciled in apna New Guinea. 'The address of the
Company’s registered office 1s Ground Floor, Tower 2, Aopi Centre, Allotment 7-11, Sectioh 405, Hohala,
Navional Capital District, ’apua New Guinea. The consolidated financial statements of the Company as al and lor
the year ended 31 December 2019 comnprise the Conpany and its subsidiary, Suniise Assurance Brokers Limited,
(hoth "the Group™), The Group is primarily involved in the provision of financial and insurance brokerage
services.

‘T'he Company is a wholly-owned subsidiary of Grand Columbia Limiled, a company incorporated in Papua New
Gulngd,

The financial statcments have becn authorised for issuc by the Board of Directors on 24th of March 2020,

BASIS OF PREPARATION
The consolidated financial statements have been prepared in accordance with International Finaneial Reporting
Slandards ("IFRSs") as adopted by the Accownting Standards Board of Papua New Guinea ("ASB") and the
requirernents of the Papua New Guinea Companies Act 1997,
Basis of measurement
The financial statements have been prepared on Lthe historical cost basis except for the following materisl items in
the Statcment of Tinancial Position which are measgured at fair value:

* invesiment securities measured at fair value throngh other comprehensive income {(¥FVOCI};

s inveslment properties; and

o lund and buildings,
Functional Currency
The financial statements are presented in the Papua Mew (Guinea currency, the Kina which is the Group's
functional curreney.

Use of estimates and jndgments

The preparation of a financial reporl i conformity with IFRS3s requires management o make judgments,
estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities,
income and expenscs. Actual results may diffor from these estimates.

The estimatces and underlying assumplions are reviswed on an ongoing basiy,

Revisions to accounting estimates are recognisad in the period in which the cstimate is rovised and in firtnre
periods if affocted. Information abowt critical judgements in applying accounting policies Lhal have the most

sigmiicant ellecl on the amounts recogmsed n the financial statoments are included 1n the tollowing noles:
Note 15 Loans to customers

Wote 23 Investment proporty

Note 18 Tovesiment in subsidiary

Note 24 Property & cquipment

Mote 28 Lease liabilitics

Rasiy of Consolidation

Subsidiarics are inveatees conlrolled by the Group, The Group controls an investee 1l it is exposed to or has the
right Lo variable returns from its investment with the investee and has the ability to affect these returns through its
power over the investes. The [nancial stulemenls of subdidiaries are included in the conselidaled finaneial
statoments from the date in which conirol commences unlil the dale when conttol ceases, ‘T'he parent recognises
it¢ invesiment in subsidiary at cost not of any impairmeni. Intra-group balances and transactions and any
unrcalised Income and expenses arising [om lra group transactions are eliminated in preparng the
congolidaled financial statements.
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FINANCE CORPORATION LIMITIED
AND ITS SURSINTARY COMPANY

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

SIGNIFICANT ACCOUNTING POLICIES

(a)

{b)

Heveilue

i. Interest Income and Fxpenses

[nterest income and sxpenses are recopnised in the statement of comprehensive income for all interest
boaring instruments on an aceruals basiz vsing the effective yield method. Interest income includes eoupona
earncd on fixed incame investments and available-for-gale scouritics and acerved discount and premivm on
treasury hills and other discounted instruments,

ii. Establishment fees

Tees and commission income and expense that are integral to the effective interest rate on a linancial assct
or financial liability are ineluded in che measurement of the elTeclive interest rate. I a loan cotmmitment is
not expected to result in the draw-down af a lean, then the related loan commitment fees are recognised on
a straight-line basis ovor the commitment period.

iif. Commlssions
When the Group acts in the capaciiy ol an agent rather than a8 the principal in u transaclion, the revenue
recognised is the net amount of commission made by the Group.

Iv. Rental income

Renial income [roin investiment property is recognised in prolit or loss on a straighi-line basis over the form
of the lease. Lease incentives pranted are recognised as an intepral part of the total rental income, over the
letm of the lease,

v. (Mher income

(ther income comprises inlerest income on funds invested {neluding fnaneiad assels mensured at FVOCD,
dividend tneome, establishment fees om fnance contracts, gains on the dispoasal of financial assels measured
at FVOCL, luir value pains and losses on [nancial assets al Gir value through prolil or logs and investment
properties. Interest income on [unds deposited 1s recopnized as it accrues 1n prolil or loss, using the
effechve inlerest methad. Dividend income is recognived in profit or loss on the date (hat the Group’s right
to recelve paymen! is eslablished, which in the cade of quoted securilies is normally the ex-dividend darc.

Goods and Services Tax

Rovenne, oxponscs and assets are recopmised net of the amount of' gesociated GST, unless the GST incurred

is not recuverable from the taxation authorily, In which case il is recognised as pari of the cost of
acquisition of the asset or as purt of (he expense. Recelvables atd pavables are stated mnelusive of the
amount of GST reecivable or payahle. The net amount of GST recoverable from, ar payable to, the taxation
authority ig included with other receivables or payables in the slulement of Foancial position, Cash flows
are prosenicd on a gross hasis. The GST component of cash flows arising from investing or financing
activities which are recoverable [rom, or payuble 1o the laxalion aulhorily, are presenied as operating cash
flow,
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3 SIGNIFICANT ACCOUNTING POLICIES (Continued}

{¢} Provisions
Provisions are recognized when the company hays a legal or constructive obligation, as a result of past
events, for which it is probable that an outflow of cconomic bencfits will result and that cutflow can be
reliably measured,

() Impaivment of luans al amortised cost
The Group applies the IFRS 9 simplified approach to measure expected credit loas (HCL). Loss allosiances
[or loans to cugtemers are measured at an amount equal to lifetime ECTs. Litetime ECLs are the ECLs that
result from all possible defaule events over the expected life of the financial asset. Loss allowances are
deducted from the gross carrying amount of the loans to customers,
Interest calculated after accounts are considered doubtful is fully provided against.
Bad dobts arc written off against the provision in the year in which the dobt is rceegnised as being
unrecoverable,

(e} Properiy & Fquipmeni
Land and buildings arc carried at their revalued amounts, being its fair value at the date of revaluation less
any subsoquent sccumulated dopreciation and subscquent accumulated lmpairment losscs, Other [ixed
assets arc statod at cost less accumulated depreciation and accummiated impairment losscs, ‘The carrying
amount of lixed asscls is revicwod annually by the Threclors 1o cnsurc il is nol in cxeess of the recaverable
amount for those ussels. The recoyerable amount is assessed on the basiz of the expected net cagh flows
which will he received from the assets employed and subsequent disposal.
A rovaluabion surplus s recorded in the other comprehensive income und eredited to reserves in oquity.
However, Lo the cxlenl that it reverses a revaluation deficit of the same assct previously recognised in profit
or losy, the incresse 18 recognized in pralit and loss. A revaluation JeBeil 3 recognised in the statomoent of
profiv or loss, excepl o the extent thal 1t offsets an exisling surplus on the sume asset recognised in the
reserves gecount,
Depreciation is ealoulated on The diminishing value melthod so g (o wrile ofl the nel cosls of the various
classes of fixed assets during their effective working lives.
Additions are depreciated from the date of purchase in the year of acquisition,
The principal annual rates in use ave:
Buildings 4.5%%
Ruilding improvemenls 4.5%
Plant, aquipment and furnitors T.50% - 30.00%
Mator vchicles 30.0%

(f} Investment propertv

Investment propertics are propariics held for lang-term rental yiclds and capital appreciation and are not
occtipied by the Group, Investment proportios are indtially stated at cost and subscquently catried at fait
walue, with any change therein recogaised in the profit and loss,
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SIGNIFICANT ACCOUNTING POLICIES (Continued

{ash

For the purposes of the statemeni of cash Mows, cash inclndes cash on hand and “at call” deposits with
banls or finanecia! institutions investments in money markel insiruments maturing within three months, net
of bank overdrafis.

iy Emplovee Benefits

(1)

)]

The liability or amounts expected o be paid to employees for their pro-rata entitlement for long service
leave, annual lcave and leave fares are accrued annuvally at current pay rates having rogard to period of
sorviee and stalutory obligations.

Income Tax

[ncome tax expensc comprises curreni and delerred tax. Current tax and deferrod tax arc recognised in
profit or logs except to the extent that [t relates to a business combination, or items rccognised directly in
cquity or in other comprehensive income.

Current tax is the expected tux puyeble or receivable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the reporting date, and any adjustinent to tax payable in respect of
previous ycars,

Deforred tox is recogmised in respect of lemparary differences hetween the carrving amounts of assets and
liabilitics for financial reporting purposes and the amounts used for taxation purposes, Defetred tax is not
recognised for the following temporary dillerences: the iniiial recognition of asscts or liabililies in a
transaction that i nol a business conbination and that affects neither accounting nor taxahle profit or loss
and differences relating Lo inveslnents in subsidiarics to the extent that if is probable fhat they will not
reverse in the forcsceable future. In additton, deferred tax is not recoguised for taxable femporary
difforences ariging on the initial recognition of poodwill. Deferred tax is measured at the tax rates that are
cxpected to be applied o lemporaty differences when they roverse, based on the laws that have bheon
enacted or subsiantively enacted by the reporting date.

Deferred tax assets and liabilities are offsct if there ir a lepally enforceable righi to oflset corrent tax
llablhlles and assots and f:hc-:,r relate to income tuxes levied by the same tax authority on the same (axable

' settle current tux liabilities snd assels on a net basis or
lheir tax assets and hablllh-::s will be realised simulianeously.

A deferred tax asset is recognised for unused tax losses, rax credits and deductible tomporary differences, to
the exlenl that il i3 probable that future taxable profits will be available against which they can be uiilised,
Neforrad tax assets are reviewed at each reporting datc and are reduced to the extent that it i3 no langer
prohuble (hat the related tax benefit will bo realized,

Leases

Where the company is the lessor

When asscts arc held subject o a finance lease, the present value of the lease payments is recopnised as a
receivable. The differenec between the gross receivable smd the present value of the receivable is
recopnised as nnearned finance income. T.case Income 1 recognised over the Lerm ol the lease using the net
investment method (bofore tax), which reflects o consiant periodic rate of return.
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SIGNIFICANT ACCOUNTING POLICIES (Continned)

()

(k)

Leasey (Continued)

Where the company is the lessee

Under IFRS 14, the Group recoguises a right-of-usc asscts and a lease liability al the leuse commencement
date. The right-of-uac assct iz initially measured at cost, which comprises the initial amounl of the lcasc
Liabitity adiusted for any lease payments made at or before the commencoment date. '

"I'he right-ef-use asset is subsequently deprecialed using (he straight-line method from the commencement
date 1o the earlier of the end of the uselul lile ol the right-uf~use sseet or the end of the lcase term,

The leave liabilily iy iitially measured at the present value of the lease payments that are not paid a
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group's incremenial borrowing rale, Generally, the Group vscs its incromental borrowing
rate as the discount rate, The Croup applies the shotl-lerm lease recognition oxomption o s leases with g
lense term of 12 months or less rom the commencement date and do not contain a purchase option. T.ease
payments on short terin leases are recognised as expense an a siraight line basis over the leasc term. ‘I'oial
rent expense on short term leases amovnted to K 1,449,909 in 2019,

Financial Asyets

The Grong classifies its financial assets in the following calegories: measuwred at ameortised cost, fair value
through othcr compreheusive income (FVOCI) and fair value through profit and loss (FV1'PL). The
classification of the financial assets under [HRS 9 is penerally based on the husiness madel in which a
tinancial asset is manaped and it contractuial cash tlow characteristics.

A financial assct is measured at amortised cost if it meets both of the lollowing conditions as is nat
desipnared as at FVI'PL:

= it is held within a business model whose objective is Lo hold assets to colleet contractual cash flow: and
« its contractual tarms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

A debt invesimenl is measured at FVOCTif it meets both of the following conditions 2s is nol designated as
at FYTPL;

+ it is held within a business model whose objective is achieved by both collecting contracluel cash flows
and sclling financial asscts; and

* its contractual terms give rise on specitied dates to cash Hows that are solely payments af principal and
intorest on the principal amount outstanding.

All financin! assels nol classiled ws messured at amortised cost or FYQCT as described above ure measured
at FVTEL.

Clasgi fication and measurement of Gnancial assely and financial Labilitios
Under IFRS 3, the Company classified and mensured the following financial asscts;

Financial Tnsteoments Classification
lovestment securities - Central/Treasury Bills Amortised Cosi
Investment scouritics - Shates TYOCT - cquily instrument
Loans to customers Amartized Cost

Term deposits Amortived Cost
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SIGNIFICANT ACCOUNTING FOLICIES (Continued

L)

{(m)

The businass madcl asgossment

The Company made an assessment (0 defermine the business model within which cach financial assel is
held.

Yor BPNG Cental and Treasury hills, under investment secunifies classilicalion, no decrease in book valus is
required zince these [inencial instruments maet the following requircments:

» The finuncial instruments have a low risk of default,

+ The BPNG, in (he shori term, is cxpected fo bave a strong capacity to mect its obligations given past
behaviour, despite Papua New Guinea’s relatively poor international sredif rating and

* The Company's management, in the longer tenn, believe the adverse chanpes 1h econvmic and business
condilions, will not reduce the ability of BPNG to meet its obligations to pay Cenral and Treasury bills npon
maiurity,

Financial Liabilities

The Group initially recagnizes debt securities isaued mnd subordinated labilitiss on the dute that they are
originatcd. All other financial iiabilities (including Habilities desisnated ab T value hrough profit or loss)
are recognised initially on the trade date at which the Group becemes a party to the contractual provisions of
the instrument, The Group dervcogniscs a inancial lHabilily when ity conlraelual obligations are discharged
or cancelled or expire.

Impairment

The Group recopnises Joss allowances for BCLs on:
= Financial assers measured at amartised cost; and
= Dhsht tnstrumenls measured at TVOCT; and

While cash and cash cquivalenis arc also subject to the impaimment requirements of I'RS 9, the identificd
impairment logs was immaterial.

The Group measires loss allowances ar an amonnt equal to lifetime ECLe, except for the following, which
are measares at 12-month BCLs;

- Diebt securitics that arg determined to hase low credic risk at the reporting date; and

- Other debl securities and bank balances for which credit risk has not increased significantly since initial
recognilion.

When dewcemining whether the credit risk of a fivancial asset has inereased significanily wiuce initial

resagnitianand-whon-estimating B3Cs—the-Greup-sens der-ressonab le-and-supporable-intommtion-thaHe—————

ralevamt and available without undue cost or effort,
The Group assumes that the credit risk on a financial asset has increased sipnificantly if it is more than 30
days past due,

At each reporting date, the Group assesses whether financial assets eavried af amortised cost are credit-
impaired, A finaocial asset is credit impaired when one or more