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SP CORPORATION LIMITED AND ITS SUBSIDIARIES

DIRECTORS' STATEMENT
For the financial year ended 31 December 2019

The Directors of the Company present their statement together with the audited consolidated financial
statements of the Group and statement of financial position and statement of changes in equity of the Company
for the financial year ended 31 December 2019.

In the opinion of the Directors:

(@

(b)

the consolidated financial statements of the Group and the statement of financial position and statement
of changes in equity of the Company as set out on pages 12 to 70 are drawn up so as to give a true and
fair view of the financial position of the Group and the Company as at 31 December 2019, and the
financial performance, changes in equity and cash flows of the Group and changes in equity of the
Company for the financial year then ended; and

at the date of this statement, there are reasonable grounds to believe that the Company will be able to
pay its debts when they fall due.

DIRECTORS
The Directors of the Company in office at the date of this statement are as follows:

Mr Peter Sung (Chairman)

Mr William Nursalim alias William Liem (Interim Executive Director)
Mr Cheng Hong Kok

Mr David Lee Kay Tuan

Mr Tan Lye Huat

Mr Boediman Gozali (alias Tony Wu) ceased from his position as Managing Director and Chief Executive
Officer of the Company on 8 February 2020.

ARRANGEMENTS TO ENABLE DIRECTORS TO ACQUIRE BENEFITS BY MEANS OF THE
ACQUISITION OF SHARES AND DEBENTURES

Neither at the end of the financial year nor at any time during the financial year was the Company a
party to any arrangement whose object is to enable the Directors of the Company to acquire benefits by
means of the acquisition of shares or debentures of the Company or any other body corporate.

DIRECTORS’ INTERESTS IN SHARES AND DEBENTURES

The Directors of the Company holding office at the end of the financial year had no interests in the share
capital and debentures of the Company or of related corporations as recorded in the Register of Directors’
Shareholdings kept by the Company for the purposes of Section 164 of the Singapore Companies Act,
Chapter 50 (the “Act”) except as follows:
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DIRECTORS’ STATEMENT
For the financial year ended 31 December 2019

3 DIRECTORS’ INTERESTS IN SHARES AND DEBENTURES (cont’d)

Holdings registered in
name of Director

Name of Directors and companies
in which interests are held

Holdings in which Director is
deemed to have an interest

As at As at 31 As at As at 31
1 January December 1 January December
2019 2019 2019 2019
The Company (Ordinary shares)

" Mr William Nursalim alias William Liem - - 28,146,319 28,146,319
Mr David Lee Kay Tuan - - 28,146,319 28,146,319
Holding Company
Tuan Sing Holdings Limited
{Ordinary shares)

Mr David Lee Kay Tuan 250,000 250,000 - -
Mr Tan Lye Huat - - 500,000 500,000
Mr William Nursalim alias William Liem - - 628,814,529 628,814,529
Holding Company

Tuan Sing Holdings Limited

$80 million 5-year 4.50% per annum Notes due 2019

pursuant to the $900,000,000 Multicurrency Medium Term

Note Programme (“"MTN Programme”)

Mr William Nursalim alias William Liem $500,000 -1 - -
$150 million 3-year 6% per annum Notes due 2020

pursuant to the MTN Programme

Mr David Lee Kay Tuan $500,000 $500,000 - -
Mr William Nursalim alias William Liem $500,000 $500,000 - -
Mr Tan Lye Huat - - $500,000 $500,000

Note

1 The $80 million 5-year 4.50% per annum Notes due 2019 pursuant to the MTN Programme have

been redeemed in full.

By virtue of Section 7 of the Act, Mr William Nursalim alias William Liem is deemed to have an interest

in the Company and in all the related corporations of the Company.

There was no change in any of the above-mentioned Directors’ interests between the end of the financial

year and 21 January 2020.
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DIRECTORS’ STATEMENT
For the financial year ended 31 December 2019

4 SHARE OPTIONS

During the financial year, there were no options granted to take up unissued shares of the Company or
any corporation in the Group.

During the financial year, there were no shares of the Company or any corporation in the Group issued
by virtue of the exercise of an option to take up unissued shares.

At the end of the financial year, there were no unissued shares of the Company or any corporation in
the Group under option.
5 AUDIT AND RISK COMMITTEE

The Audit and Risk Committee of the Company consists of three non-executive Directors, two of whom
are independent Directors. At the date of this statement, the members of the Audit and Risk Committee

are:
Mr Cheng Hong Kok (Chairman) (Independent and Non-Executive)
Mr David Lee Kay Tuan (Non-Independent and Non-Executive)
Mr Tan Lye Huat (Independent and Non-Executive)

The Audit and Risk Committee performed the functions specified in Section 201B(5) of the Act, the
SGX-ST Listing Manual and the Singapore Code of Corporate Governance.

The Audit and Risk Committee had met four times during the financial year ended 31 December 2019
and reviewed, inter alia, the following, with the executive Director, external and internal auditors of the
Company, where relevant:

(a) the audit plans of the internal and external auditors, the scope of the internal audit procedures
and results of the internal auditors’ examination and evaluation of the Group’s systems of
internal accounting controls;

(b) the Group’s financial and operating results and accounting policies;
(c) the consolidated financial statements of the Group, the statement of financial position and
statement of changes in equity of the Company before their submission to the Directors of the

Company and the external auditors’ report on those financial statements;

(d) the quarterly, half-yearly and annual announcements on the results and financial position of the
Company and the Group;

(e) the interested person transactions as specified under Chapter 9 of the SGX-ST Listing Manual
Rules;
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5 AUDIT AND RISK COMMITTEE (cont'd)

(f)  the co-operation and assistance given by management to the Group’s external and internal
auditors; and

(g) the re-appointment of the external and internal auditors of the Group,
The Audit and Risk Cornmittee has full access to and has the co-operation of management and has been
given the resources required for it to discharge its functions properly. It also has full discretion to invite
any Director and executive officer to attend its meetings. The external and internal auditors have
unrestricted access to the Audit and Risk Commitiee,
The Audit and Risk Committee has recommaended to the Directors the nomination of Deloitte & Touche
LLP for re-appointment as the external auditors of the Group at the forthcoming Annual General Meeting
of the Company.

G EXTERNAL AUDITORS

Deloitte & Touche LLP have expressed their willingness to accept re-appointment,

ON BEMALF OF THE DIRECTORS

Peter Sung
Chairman

William Ngrsalim alias Willlam Liem
Interim Executive Director

28 February 2020
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF

SP CORPORATION LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of SP Corporation Limited (the “Company”) and its
subsidiaries (the “Group”), which comprise the consolidated statement of financial position of the Group and
the statement of financial position of the Company as at 31 December 2019, and the consolidated statement
of profit or loss and other comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows of the Group and the statement of changes in equity of the Company for the year then
ended, and notes to the financial statements, inciuding a summary of significant accounting policies, as set

out on pages 12 to 70.

In our opinion, the accompanying consolidated financial statements of the Group and the statement of financial
position and statement of changes in equity of the Company are properly drawn up in accordance with the
provisions of the Companies Act, Chapter 50 (the “Act”) and Singapore Financial Reporting Standards
(International) ("SFRS(I)s”) so as to give a true and fair view of the consolidated financial position of the Group
and the financial position of the Company as at 31 December 2019 and of the consolidated financial
performance, consolidated changes in equity and consolidated cash flows of the Group and of the changes in

equity of the Company for the year ended on that date.

Basis for Opinion

We conducted our audit in accordance with Singapore Standards on Auditing (*SSAs”), Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Staternents section of our report, We are independent of the Group in accordance with the Accounting and
Corporate Regulatory Authority ("ACRA") Code of Professional Conduct and Fthics for Public Accountants and
Accounting Entities ("ACRA Code”) together with the ethical requirements that are relevant to our audit of the
financial statements in Singapore, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the ACRA Code. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

Delsitte & Touche LLP {Unigue Entity No. TOSLLOT2 1A} is 2n accounting limited Hability pantnership registered in Singapore under the Limited Liability Paringrships Act {Chapter 162A)
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF

SP CORPORATION LIMITED

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements of the current year. These matters were addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate

opinion on these matters.

Key audit matters How the audit matter was addressed in the
audit

Recoverability of refundable trade deposit

Management assesses at the end of the OQur audit procedures focused on evaluating and
reporting period whether there is any evidence challenging the key estimates used by management in
that the refundable trade deposit of assessing the recoverability of the refundable trade
U54$6,000,000 (equivalent to $8,135,000) deposit. These procedures include:

provided to a related party to secure coal

allocations is impaired. + obtaining an understanding of the key controls and
processes that management and the Directors

Management  monitors and takes into have in place to assess the recoverability of the

consideration the following in their assessment refundable trade deposit;

on recoverability of the refundable trade

deposit: « reviewing the agreements for the arrangement on

the refundable trade deposit; and
+ the related party’s past payment history to

the Group; + challenging management’s assessment of the
recoverability of the amount as at the reporting
o ongoing dealings with the related party; date, including the assessment by management on
the related party’s financial position and

« latest management accounts and/or audited performance, and its historical payment cycles.

financial statements of the related party;
We have also assessed and validated the adequacy

¢ management’s relationships and discussions and appropriateness of the disclosures made in the
with management of the related party who financial statements.
owns the coal mine on their coal mine's
operations; and

o terms as agreed in the [atest coal allocation
agreement with the related party.

The Group's disclosure of the above significant
estimates is provided in Note 3 to the financial
statements, and further information related to
the refundable trade deposit is provided in
Note 7.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF

SP CORPORATION LIMITED

Key audit matters

The Group’s aged trade receivables

There is a risk that the loss allowance for the
Group’s aged trade receivables may not be
adequate.

Management monitors and assesses the Group's
credit risk, and where required, adjusts the leve!
of impairment allowance. This requires
management to make significant judgements
regarding the expected future financial condition
and the ability of the debtors to pay, especially
where the debts are aged or overdue for more
than 90 days.

Inappropriate judgement and estimates made in
the impairment assessment would result in a
significant impact on the carrying amount of the
trade receivables.

Disclosure on the above key estimates has been
made in Note 3 to the financial statements, and
further information related to the aged trade
receivables is provided in Note 8.

How the audit matter was addressed in the
audit

Our audit procedures were:

We have obtained an understanding of the key
controls and processes that management and
the Directors have in place to assess the
expectad credit loss ("ECL") of the aged trade
recejvables;

We have evaluated and challenged
management'’s assessment of the impairment of
the Group’s aged trade receivables which are
past due but not impaired as at the reporting
date, including the assessment of any ECL to be
made by the Group in respect of overdue debts:
and

We enquired with management on the reasons
for the delay in payments on certain aged trade
receivables and the appropriateness of -any
allowance for ECL to be made, by considering
amongst others, factors such as subsequent
cash recelpts, past payment practices, the
ongoing business relationship with the debtors
involved or where relevant, repayment schedule
as agreed with the debtors and sources of
financial support available to the debtors.

We have also assessed and validated the adequacy
and appropriateness of the disclosures made in the
financial statements.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF

SP CORPORATION LIMITED

Key audit matters

Identification of related party transactions

The Group is a component of another listed
group, and accordingly, there are various
related parties that need to be identified and
transactions with these related parties to be
monitored, The Group has significant
transactions with its related parties and there is
a risk that the related parties may inadvertently
be omitted, and as such, the Group’s
identification of the related party and disciosure
of its transactions may be incomplete,

The related party transactions have been
disclosed in Note 25 to the financial statements.

How the audit matter was addressed in the
audit

Our audit procedures were:

We have assessed and evaluated the design and
implementation of the Group’s policies and
procedures in respect of the identification of
related parties and recording of related party

transactions;

We obtained a list of related parties from
management and ensured all transactions and
balances with those entities have been
appropriately  disclosed in  the finandial
statements. We have independently requested
and obtained confirmation replies from these
related parties to confirm the balances at
31 December 2019, and transactions for the year
then ended; and

We also considered the completeness of the
disclosure of related party transactions through
review of statutory information, books and
records and minutes, and assessed the
disclosures for accuracy against information
obtained in our audit.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF

SP CORPORATION LIMITED

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the Chairman’s
Statement, CEQ's Operations Review, Risk Management Statement, Sustainability Report, Five-Year
Financial Summary, Corporate Governance Report, Directors’ Statement, SGX-ST Listing Manual
Requirements, Corporate Directory and General Information but does not include the financial statements
and our auditor’s report thereon, which we obtained prior to the date of this auditor’s report, and the
Shareholding Statistics, which is expected to be made available to us after that date.

Our opinion on the financial statements does not cover the other information and we do not and will not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this
auditor’s report, we conclude that there is a material misstatement of this other information, we are required

to report that fact. We have nothing to report in this regard.

When we read the Shareholding Statistics, if we conclude that there is a material misstatement therein, we
are required to communicate the matter to those charged with governance and take appropriate actions in

accordance with SSAs,

Responsibilities of Management and Directors for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the provisions of the Act and SFRS(I)s, and for devising and maintaining a system of internal
accounting controls sufficient to provide a reasonable assurance that assets are safeguarded against Joss
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 financial statements and to maintain accountability

of assets.

In preparing the financial statements, management is responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to fiquidate the Group or to cease operations,

or has no realistic alternative but to do so.

The Directors’ responsibilities include overseeing the Group’s financial reporting process.
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INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF

SP CORPORATION LIMITED

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with SSAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material If, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated

financial statements.

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

(2)

(b

(©)

(d)

(e)

")

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal

control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion cn the
effectiveness of the Group's internal control.

Evaluate the appropriateness of accounting policies used and the reascnableness of accounting
estimates and related disclosures made by management.

Conclude on the appreopriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our apinion. Qur conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Group to cease to continue as a going

concern,

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in

a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities and
business activities within the Group to express an opinion on the consolidated financial statements,
We are responsible for the direction, supervision and performance of the Group audit. We remain

solely responsible for our audit opinion.

10
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We communicate with the Directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify

during our audit,

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

From the matters communicated with the Directors, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current year and are therefore the
key audit matters. We describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication,

Report on Other Legal and Regulatory Requirements

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

accordance with the provisions of the Act.

The engagement partner on the audit resulting in this independent auditor’s report is Mr Loi Chee Keong.

Dedste, ok &

Public Accountants and
Chartered Accountants
Singapare

28 February 2020

11



SP CORPORATION LIMITED AND ITS SUBSIDIARIES

STATEMENTS OF FINANCIAL POSITION

31 December 2019

Assets

Non-current assets

Plant and equipment
Investments in subsidiaries
Trade receivables

Total non-current assets

Current assets

Trade and other receivables
Loan to a related party

Tax recoverable

Cash and bank balances
Total current assets

Total assets

Equity and Liabilities

Equity

Share capital
Translation reserve
Accumulated losses
Total equity

Non-current liability
Deferred tax

Current liabilities
Borrowings

Trade and other payables
Income tax payable

Total current liabilities

Total equity and liabilities

See accompanying notes to financial statements.

Note

NGO w»

10
11
12

13

14

15
16

Group Company
2019 2018 2019 2018
$'000 $‘000 $’000 $'000

121 208 118 140
- - 31,016 30,611
9,346 - - -
9,467 208 31,134 30,751
27,712 37,036 20,797 20,831
21,500 20,000 - -
16 24 - -
5,483 10,460 111 903
54,711 67,520 20,908 21,734
64,178 67,728 52,042 52,485
58,366 58,366 58,366 58,366
(458) (258) - -
(2,162) (4,665) (19,507) (19,982)
55,746 53,443 38,859 38,384
54 49 - 1
5,125 - - -
2,829 13,952 13,168 14,079
424 284 15 21
8,378 14,236 13,183 14,100
64,178 67,728 52,042 52,485

12




SP CORPORATION LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
For the financial year ended 31 December 2019

Revenue
Cost of sales
Gross profit

Other operating income

Distribution costs

Administrative expenses

Other operating expenses

Interest income

Interest expense

Profit before tax

Income tax expense

Profit for the financial year, representing profit
attributable to owners of the Company

Other comprehensive (loss) income after tax:
Item that may be reclassified subsequently
to profit or loss
Exchange differences on translation of foreign operations
Other comprehensive (loss) income for the
financial year, net of tax, attributable to owners
of the Company

Total comprehensive income for the financial year
attributable to owners of the Company

Basic and diluted earnings per share (cents)

See accompanying notes to financial statements.

13

17

18

19
20
21
22

23

24

Group

2019 2018

© $'000 $'000
93,076 136,379
(90,674) (133,164)
2,402 3,215
223 58
- (3)
(2,592) (2,585)
(144) (80)
3,380 1,745
(300) (40)
2,969 2,310
(466) (412)
2,503 1,898
(200) 739
(200) 739
2,303 2,637
7.13 5.41




SP CORPORATION LIMITED AND ITS SUBSIDIARIES

STATEMENTS OF CHANGES IN EQUITY

For the financial year ended 31 December 2019

Group

At 1 January 2018

Total comprehensive income for the financial year
Profit for the financial year
Other comprehensive income for the financial year
Total

At 31 December 2018

Total comprehensive income for the financial year
Profit for the financial year
Other comprehensive loss for the financial year
Total

At 31 December 2019

Company

At 1 January 2018
Profit for the financial year, representing

total comprehensive income for the financial year
At 31 December 2018
Profit for the financial year, representing

total comprehensive income for the financial year
At 31 December 2019

See accompanying notes to financial statements.

Equity attributable to owners of the Company

Share Translation Accumulated Total
capital reserve losses equity
$’000 $'000 $'000 $'000
58,366 (997) (6,563) 50,806
- - 1,898 1,898
- 739 - 739
- 739 1,898 2,637
58,366 (258) (4,665) 53,443
- - 2,503 2,503
- (200) - (200)
- (200) 2,503 2,303
58,366 (458) (2,162) 55,746
58,366 - (20,486) 37,880
- - 504 504
58,366 - (19,982) 38,384
- - 475 475
58,366 - (19,507) 38,859

14




SP CORPORATION LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
For the financial year ended 31 December 2019

Group
2019 2018
$’000 $'000
Operating activities
Profit before tax 2,969 2,310
Adjustments for:
Depreciation of plant and equipment 38 41
Loss on disposal of plant and equipment 13 -
Interest expense 300 40
Interest income (3,380) (1,745)
Operating cash flows before movements in working capital (60) 646
Trade and other receivables 243 8,651
Restricted bank balances 578 554
Trade and other payables (10,888) (2,707)
Cash (used in) generated from operations (10,127) 7,144
Interest received 1,181 1,213
Interest paid (275) (40)
Income tax paid, net (302) (67)
Net cash (used in) from operating activities (9,523) 8,250
Investing activities
Payments for acquisition of plant and equipment - (78)
Proceeds on disposal on plant and equipment (Note A) 19 -
Loan to a related party - (20,000)
Net cash from (used in) investing activities 19 (20,078)
Financing activities
Proceeds from borrowings 81,250 36,192
Repayment of borrowings (76,093) (36,192)
Net cash from financing activities 5,157 -
Net decrease in cash and cash equivalents (4,347) (11,828)
Cash and cash equivalents at the beginning of financial year 9,167 20,837
Effects of exchange rate changes on the balance of cash held in
foreign currencies (52) 158
Cash and cash equivalents at the end of financial year (Note 12) 4,768 9,167
Note A:

During the financial year, the Group disposed of plant and equipment with an aggregate carrying amount of
$48,000 (2018: $Nil) to a related party for a consideration of $35,000, out of which $16,000 (2018: $Nil)
remains outstanding from the acquirer at the end of the financial year.

See accompanying notes to financial statements.

15



SP CORPORATION LIMITED AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
31 December 2019

(a)

GENERAL

SP Corporation Limited (the “Company”) (Registration No. 195200115K) is domiciled and incorporated
in Singapore with its registered office at 9 Oxley Rise, #03-02 The Oxley, Singapore 238697 and principal
place of business at 6 Shenton Way, OUE Downtown 1 #41-03, Singapore 068809. The Company is
listed on the Singapore Exchange Securities Trading Limited ("SGX-ST"). The financial statements are
expressed in Singapore dollars, which is also the functional currency of the Company.

The immediate holding company is Tuan Sing Holdings Limited ("Tuan Sing”), a company incorporated
in Singapore and listed on the SGX-ST. Tuan Sing’s major shareholder is Nuri Holdings (S) Pte Ltd,
incorporated in Singapore. Related companies in these financial statements refer to members of the
immediate holding company's group of companies.

The principal activity of the Company is that of investment holding, which includes the provision of
management services to related companies. The principal activities of the subsidiaries are set out in
Note 29 to the financial statements.

The consolidated financial statements of the Company and its subsidiaries (the “Group”) and statement
of financial position and statement of changes in equity of the Company for the financial year ended
31 December 2019 were authorised for issuance in accordance with a resolution of the Directors on
28 February 2020.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF ACCOUNTING

The financial statements have been prepared in accordance with the historical cost basis, except as
disclosed in the accounting policies below, and are drawn up in accordance with the provisions of the
Singapore Companies Act and Singapore Financial Reporting Standards (International) ("SFRS(I)s").

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the characteristics of the asset or liability which market
participants would take into account when pricing the asset or liability at the measurement date. Fair
value for measurement and/or disclosure purposes in these consolidated financial statements is
determined on such a basis, except for leasing transactions that are within the scope of SFRS(I) 16
Leases, and measurements that have some similarities to fair value but are not fair value, such as value
in use in SFRS(I) 1-36 Impairment of Assets.

16




SP CORPORATION LIMITED AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
31 December 2019

(a)

(b)

(c)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

BASIS OF ACCOUNTING (cont’d)

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or
3 based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:

. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;

. Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable
for the asset or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or liability.

ADOPTION OF NEW AND REVISED STANDARDS

On 1 January 2019, the Group and the Company adopted all the new and revised SFRS(I)
pronouncements that are relevant to its operations. The adoption of these new/revised SFRS(I)
pronouncements does not result in changes to the Group’s and the Company’s accounting policies and
has no material effect on the amounts reported for the current or prior financial years.

BASIS OF CONSOLIDATION
The consolidated financial statements incorporate the financial statements of the Company and entities

(including structured entities) controlled by the Company and its subsidiaries. Control is achieved when
the Company:

. has power over the investee;
. is exposed, or has rights, to variable returns from its involvement with the investee; and
. has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Company considers all relevant facts and circumstances in
assessing whether or not the Company's voting rights in an investee are sufficient to give it power,
including:

. the size of the Company's holding of voting rights relative to the size and dispersion of holdings
of the other vote holders;

. potential voting rights held by the Company, other vote holders or other parties;
. rights arising from other contractual arrangements; and
. any additional facts and circumstances that indicate that the Company has, or does not have,

the current ability to direct the relevant activities at the time that decisions need to be made,
including voting patterns at previous shareholders' meetings.
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(o)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
BASIS OF CONSOLIDATION (cont’'d)

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases
when the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary
acquired or disposed of during the financial year are included in the consolidated statement of profit or
loss and other comprehensive income from the date the Company gains control until the date when the
Company ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Group's accounting policies.

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group's ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's
interests and the non-controlling interests are adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received is recognised directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary, a gain or loss is recognised in profit or loss and is calculated
as the difference between (i) the aggregate of the fair value of the consideration received and the fair
value of any retained interest and (i) the previous carrying amount of the assets (including goodwill),
and liabilities of the subsidiary and any non-controlling interests. All amounts previously recognised in
other comprehensive income in relation to that subsidiary are accounted for as if the Group had directly
disposed of the related assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or transferred
to another category of equity as specified/permitted by applicable SFRS(I)s). The fair value of any
investment retained in the former subsidiary at the date when control is lost is regarded as the fair value
on initial recognition for subsequent accounting under SFRS(I) 9 Financial Instruments, or when
applicable, the cost on initial recognition of an investment in an associate or a joint venture.

In the Company’s separate financial statements, investments in subsidiaries are carried at cost less any
impairment in net recoverable value that has been recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(d) BUSINESS COMBINATION

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The
consideration for each acquisition is measured at the aggregate of the acquisition-date fair values of
assets given, liabilities incurred by the Group to the former owners of the acquiree, and equity interests
issued by the Group in exchange for control of the acquiree. Acquisition-related costs are recognised in
profit or loss as incurred.

Where applicable, the consideration for the acquisition includes any asset or liability resulting from a
contingent consideration arrangement, measured at its acquisition-date fair value. Subsequent changes
in such fair values are adjusted against the cost of acquisition where they qualify as measurement period
adjustments (see below). The subsequent accounting for changes in the fair value of the contingent
consideration that do not qualify as measurement period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is remeasured at subsequent reporting dates at
fair value, with changes in fair value recognised in profit or loss.

Where a business combination is achieved in stages, the Group’s previously held interests in the acquired
entity are remeasured to fair value at the acquisition date (i.e. the date the Group attains control) and
the resulting gain or loss, if any, is recognised in profit or loss. Amounts arising from interests in the
acquiree prior to the acquisition date that have previously been recognised in other comprehensive
income are reclassified to profit or loss, where such treatment would be appropriate if that interest were
disposed of,

The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for
recognition under the SFRS(I) are recognised at their fair value at the acquisition date, except that:

) Deferred tax assets or liabilities and liabilities or assets related to employee benefit
arrangements are recognised and measured in accordance with SFRS(I) 1-12 Income Taxes and
SFRS(I) 1-19 Employee Benefits respectively;

. Liabilities or equity instruments related to share-based payment transactions of the acquiree or
the replacement of an acquiree’s share-based payment awards transactions with share-based
payment awards transactions of the acquirer in accordance with the method in SFRS(I) 2 Share-
based Payment at the acquisition date; and

. Assets (or disposal groups) that are classified as held for sale in accordance with SFRS(I) 5

Non-current Assets Held for Sale and Discontinued Operations are measured in accordance with
that Standard.
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(d)

(e)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
BUSINESS COMBINATION (cont’d)

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of liquidation may be initially measured either at fair value
or at the non-controlling interests’ proportionate share of the recognised amounts of the acquiree’s
identifiable net assets. The choice of measurement basis is made on a transaction-by-transaction basis.
Other types of non-controlling interests are measured at fair value or, when applicable, on the basis
specified in another SFRS(I).

If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, the Group reports provisional amounts for the items for which the
accounting is incomplete. Those provisional amounts are adjusted during the measurement period (see
below), or additional assets or liabilities are recognised, to reflect new information obtained about facts
and circumstances that existed as of the acquisition date that, if known, would have affected the amounts
recognised as of that date.

The measurement period is the period from the date of acquisition to the date the Group obtains
complete information about facts and circumstances that existed as of the acquisition date and is subject
to a maximum of one year from acquisition date.

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised on the statement of financial position when the
Group becomes a party to the contractual provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss ("FVTPL")) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at FVTPL are recognised immediately in profit or loss.

Financial assets
All financial assets are recognised and de-recognised on a trade date basis where the purchase or sale
of financial assets is under a contract whose terms require delivery of assets within the time frame

established by the market concerned.

All recognised financial assets are subsequently measured in their entirety at either amortised cost or
fair value, depending on the classification of the financial assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(e) FINANCIAL INSTRUMENTS (cont’d)

Classification of financial assets
Debt instruments that meet the following conditions are subsequently measured at amortised cost:

. the financial asset is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows; and

. the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period.

For financial instruments other than purchased or originated credit-impaired financial assets, the
effective interest rate is the rate that exactly discounts estimated future cash receipts (including all fees
and points paid or received that form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) excluding expected credit losses, through the expected life of the debt
instrument, or, where appropriate, a shorter period, to the gross carrying amount of the debt instrument
on initial recognition. For purchased or originated credit-impaired financial assets, a credit-adjusted
effective interest rate is calculated by discounting the estimated future cash flows, including expected
credit losses, to the amortised cost of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial
recognition minus the principal repayments, plus the cumulative amortisation using the effective interest
method of any difference between that initial amount and the maturity amount, adjusted for any loss
allowance. On the other hand, the gross carrying amount of a financial asset is the amortised cost of a
financial asset before adjusting for any loss allowance.

Interest income is recognised using the effective interest method for debt instruments measured
subsequently at amortised cost. For financial instruments other than purchased or originated credit-
impaired financial assets, interest income is calculated by applying the effective interest rate to the gross
carrying amount of a financial asset, except for financial assets that have subsequently become credit-
impaired. For financial assets that have subsequently become credit-impaired, interest income is
recognised by applying the effective interest rate to the amortised cost of the financial asset. If, in
subsequent reporting periods, the credit risk on the credit-impaired financial instrument improves so
that the financial asset is no longer credit-impaired, interest income is recognised by applying the
effective interest rate to the gross carrying amount of the financial asset.

For purchased or originated credit-impaired financial assets, the Group recognises interest income by
applying the credit-adjusted effective interest rate to the amortised cost of the financial asset from initial
recognition. The calculation does not revert to the gross basis even if the credit risk of the financial asset
subsequently improves so that the financial asset is no longer credit-impaired.

Interest income is recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
FINANCIAL INSTRUMENTS (cont’d)
Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in
that foreign currency and translated at the spot rate as at each reporting date. Specifically, for financial
assets measured at amortised cost that are not part of a designated hedging relationship, exchange
differences are recognised in profit or loss in the “other operating income” or “other operating
expenses” line item.

Impairment of financial assets

The Group recognises a loss allowance for expected credit losses ("ECL”) on investments in debt
instruments that are measured at amortised cost as well as on loan commitments and financial
guarantee contracts. No impairment loss is recognised for investments in equity instruments. The
amount of expected credit losses is updated at each reporting date to reflect changes in credit risk
since initial recognition of the respective financial instrument.

The Group always recognises lifetime ECL for trade receivables. The expected credit losses on these
financial assets are estimated based on the Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic conditions and an assessment of both the
current as well as the forecast direction of conditions at the reporting date, including time value of
money where appropriate.

Lifetime ECL represents the expected credit losses that will result from all possible default events over
the expected life of a financial instrument. In contrast, 12-month ECL represents the portion of lifetime
ECL that is expected to result from default events on a financial instrument that are possible within
12 months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial instrument as at the date of initial
recognition. In making this assessment, the Group considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or effort. Forward-looking information considered
includes the future prospects of the industries in which the Group’s debtors operate, as well as
consideration of various external sources of actual and forecast economic information that relate to the
Group’s core operations, namely the commodities market in coal, aluminium and rubber.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(e) FINANCIAL INSTRUMENTS (cont’'d)

Impairment of financial assets (cont’'d)

Significant increase in credit risk (cont'd)

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly since initial recognition:

o existing or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

. an actual or expected significant deterioration in the operating results of the debtor; and

. an actual or expected significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its
debt obligations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a
financial asset has increased significantly since initial recognition when contractual payments from
outside parties are more than 30 days past due, unless the Group has reasonable and supportable
information that demonstrates otherwise.

Despite the aforegoing, the Group assumes that the credit risk on a financial instrument has not
increased significantly since initial recognition if the financial instrument is determined to have low credit
risk at the reporting date. A financial instrument is determined to have low credit risk if (i) the financial
instrument has a low risk of default, (ii) the borrower has a strong capacity to meet its contractual cash
flow obligations in the near term and (iii) adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability of the borrower to fulfil its contractual cash
flow obligations.

For loan commitments and financial guarantee contracts, the date that the Group becomes a party to
the irrevocable commitment is considered to be the date of initial recognition for the purposes of
assessing the financial instrument for impairment. In assessing whether there has been a significant
increase in the credit risk since initial recognition of a loan commitment, the Group considers changes in
the risk of a default occurring on the loan to which a loan commitment relates; for financial guarantee
contracts, the Group considers the changes in the risk that the specified debtor will default on the
contract.

The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a

significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable
of identifying significant increase in credit risk before the amount becomes past due.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(e) FINANCIAL INSTRUMENTS (cont'd)

Impairment of financial assets (cont’d)
Definition of default

The Group considers the following as constituting an event of default for internal credit risk management
purposes as historical experience indicates that receivables that meet either of the following criteria are
generally not recoverable.

. information developed internally or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without taking into account any collaterals
held by the Group).

Irrespective of the above analysis, the Group considers that default has occurred when a financial asset
is more than 90 days past due unless the Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the

estimated future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-

impaired includes observable data about the following events:

(a) significant financial difficulty of the issuer or the borrower; or

(b) a breach of contract, such as a default or past due event; or

(c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a concession(s) that the lender(s) would not

otherwise consider; or

(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation.

Write-off policy

The Group writes off a financial asset when there is information indicating that the counterparty is in
severe financial difficulty and there is no realistic prospect of recovery, e.g. when the counterparty has
been placed under liquidation or has entered into bankruptcy proceedings, or in the case of trade
receivables, when the amounts are over two years past due, whichever occurs sooner. Financial assets
written off may still be subject to enforcement activities under the Group’s recovery procedures, taking
into account legal advice where appropriate. Any recoveries made are recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(e) FINANCIAL INSTRUMENTS (cont’d)

Impairment of financial assets (cont'd)
Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the magnitude
of the loss if there is a default) and the exposure at default. The assessment of the probability of default
and loss given default is based on historical data adjusted by forward-looking information as described
above. As for the exposure at default, for financial assets, this is represented by the assets’ gross
carrying amount at the reporting date; for loan commitments and financial guarantee contracts, the
exposure includes the amount drawn down as at the reporting date, together with any additional
amounts expected to be drawn down in the future by default date determined based on historical trend,
the Group’s understanding of the specific future financing needs of the debtors, and other relevant
forward-looking information.

For financial assets, the ECL is estimated as the difference between all contractual cash flows that are
due to the Group in accordance with the contract and all the cash flows that the Group expects to receive,
discounted at the original effective interest rate.

Where lifetime ECL is measured on a collective basis to cater for cases where evidence of significant
increases in credit risk at the individual instrument level may not yet be available, the financial
instruments are grouped on the following basis:

. Nature of financial instruments (i.e. the Group’s trade and other receivables and amounts due
from customers are each assessed as a separate group. Loans to related parties are assessed for
expected credit losses on an individual basis);

. Past-due status;
. Nature, size and industry of debtors; and
. External credit ratings where available.

The grouping is regularly reviewed by management to ensure the constituents of each group continue
to share similar credit risk characteristics.

If the Group has measured the loss allowance for a financial instrument at an amount equal to lifetime
ECL in the previous reporting period, but determines at the current reporting date that the conditions
for lifetime ECL are no longer met, the Group measures the loss allowance at an amount equal to
12-month ECL at the current reporting date.

The Group recognises an impairment gain or loss in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
FINANCIAL INSTRUMENTS (cont’d)
Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another party. - If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the transferred asset, the Group recognises its
retained interest in the asset and an associated liability for amounts it may have to pay. If the Group
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable is recognised in profit or loss.
Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by a group entity are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a financial
liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by a group entity are recognised at the proceeds
received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No
gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s
own equity instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised cost using the effective interest method
or at FVTPL.

However, financial liabilities that arise when a transfer of a financial asset does not qualify for
derecognition or when the continuing involvement approach applies, financial guarantee contracts issued
by the Group, and commitments issued by the Group to provide a loan at below-market interest rate
are measured in accordance with the specific accounting policies set out below.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(e) FINANCIAL INSTRUMENTS (cont’d)

Financial liabilities (cont’'d)
Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not (1) contingent consideration of an acquirer in a business combination,
(2) held-for-trading, or (3) designated as at FVTPL, are subsequently measured at amortised cost using
the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) through
the expected life of the financial liability, or (where appropriate) a shorter period, to the amortised cost
of a financial liability. :

Financial guarantee contracts

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

Financial guarantee contracts issued by a group entity are initially measured at their fair values and, if
not designated as at FVTPL and do not arise from a transfer of a financial asset, are subsequently
measured at the higher of:

. the amount of the loss allowance determined in accordance with SFRS(I) 9 Financial Instruments;
and
. the amount initially recognised less, where appropriate, cumulative amount of income recognised

in accordance with the revenue recognition policies.

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortised cost
as at each reporting date, the foreign exchange gains and losses are determined based on the amortised
cost of the instruments. These foreign exchange gains and losses are recognised in the “other operating
income” or “other operating expenses” line item for financial liabilities that are not part of a designated
hedging relationship.

The fair value of financial liabilities denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of the reporting period. For financial liabilities that
are measured as at FVTPL, the foreign exchange component forms part of the fair value gains or losses
and is recognised in profit or loss for financial liabilities that are not part of a designated hedging
relationship.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

(e) FINANCIAL INSTRUMENTS (cont’d)

(7

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group's obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable, including any non-cash assets transferred or
liabilities assumed, is recognised in profit or loss.

Offsetting arrangements

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when the Company and the Group has a legally enforceable right to set off the
recognised amounts; and intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously. A right to set-off must be available today rather than being contingent on a
future event and must be exercisable by any of the counterparties, both in the normal course of business
and in the event of default, insolvency or bankruptcy.

LEASES
Leases (Before 1 January 2019)

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the
term of the relevant lease unless another systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed. Contingent rentals arising under operating
leases are recognised as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis, except where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.

Leases (From 1 January 2019)

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group
recognises a right-of-use asset and a corresponding lease liability with respect to all lease arrangements
in which it is the lessee, except for short-term leases (defined as leases with a lease term of 12 months
or less) and leases of low value assets. For these leases, the Group recognises the lease payments as
an operating expense on a straight-line basis over the term of the lease unless another systematic basis
is more representative of the time pattern in which economic benefits from the leased assets are
consumed.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

LEASES (cont’d)

Leases (From 1 January 2019) (cont’d)

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be
readily determined, the Group uses the incremental borrowing rate specific to the lessee.

Lease payments included in the measurement of the lease liability comprise:

fixed lease payments (including in-substance fixed payments), less any lease incentives;

variable lease payments that depend on an index or rate, initially measured using the index or
rate at the commencement date;

the amount expected to be payable by the lessee under residual value guarantees;

the exercise price of purchase options, if the lessee is reasonably certain to exercise the options;
and

payments of penalties for terminating the lease, if the lease term reflects the exercise of an
option to terminate the lease.

The lease liability is presented as a separate line in the statement of financial position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on
the lease liability (using the effective interest method) and by reducing the carrying amount to reflect
the lease payments made. '

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-
of-use asset) whenever:

the lease term has changed or there is a significant event or change in circumstances resulting
in a change in the assessment of exercise of a purchase option, in which case the lease liability
is remeasured by discounting the revised lease payments using a revised discount rate;

the lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the lease liability is remeasured by discounting
the revised lease payments using the initial discount rate (unless the lease payments change is
due to a change in a floating interest rate, in which case a revised discount rate is used); or

a lease contract is modified and the lease modification is not accounted for as a separate lease,

in which case the lease liability is remeasured by discounting the revised lease payments using
a revised discount rate at the effective date of the modification.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
LEASES (cont’d)
Leases (From 1 January 2019) (cont’d)

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease
payments made at or before the commencement day, less any lease incentives received and any
initial direct costs. They are subsequently measured at cost less accumulated depreciation and
impairment losses.

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore
the site on which it is located or restore the underlying asset to the condition required by the terms
and conditions of the lease, a provision is recognised and measured under SFRS(I) 1-37 Leases. To
the extent that the costs relate to a right-of-use asset, the costs are included in the related right-of-
use asset, unless those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the
underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use
asset reflects that the Group expects to exercise a purchase option, the related right-of-use asset is
depreciated over the useful life of the underlying asset. The depreciation starts at the commencement
date of the lease.

The right-of-use assets are presented as a separate line in the statement of financial position.

The Group applies SFRS(I) 1-36 Impairment of Assets to determine whether a right-of-use asset is
impaired and accounts for any identified impairment loss as described in Note 2(i).

Variable rents that do not depend on an index or rate are not included in the measurement of the
lease liability and the right-of-use asset. The related payments are recognised as an expense in the
period in which the event or condition that triggers those payments occurs and are included in the
line “other operating expenses” in the statement of profit or loss.

As a practical expedient, SFRS(I) 16 Leases permits a lessee not to separate non-lease components,
and instead account for any lease and associated non-lease components as a single arrangement. The
Group has not used this practical expedient. For a contract that contains a lease component and one
or more additional lease or non-lease components, the Group allocates the consideration in the
contract to each lease component on the basis of the relative stand-alone price of the lease component
and the aggregate stand-alone price of the non-lease components.
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(9)

(h)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

NON-CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the asset (or disposal group) is available for
immediate sale in its present condition. Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within one year from the date of classification.
When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets
and liabilities of that subsidiary are classified as held for sale when the criteria described above are met,
regardless of whether the Group will retain a non-controlling interest in its former subsidiary after the
sale.

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their
previous carrying amount and fair value less costs to sell.

A discontinued operation is a component of an entity that either has been disposed of, or is classified as
held for sale, and:

(a) represents a separate major line of business or geographical area of operations, or

(b) s part of a single co-ordinated plan to dispose of a separate major line of business or geographical
area of operations, or

(c) is a subsidiary acquired exclusively with a view to resale.

PLANT AND EQUIPMENT

Plant and equipment are stated at cost less accumulated depreciation and any accumulated
impairment losses.

Depreciation is charged so as to write off the cost of assets over their estimated useful lives, using the
straight-line method, on the following bases:

Number of years

Plant and equipment 1to5
Motor vehicle 10

The estimated useful lives, residual values and depreciation method are reviewed at each financial
year end, with the effect of any changes in estimate accounted for on a prospective basis.

The gain or loss arising on disposal or retirement of an item of plant and equipment is determined as

the difference between the sales proceeds and the carrying amounts of the asset and is recognised in
profit or loss. Fully depreciated assets still in use are retained in the financial statements.
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()

6))

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
IMPAIRMENT OF TANGIBLE ASSETS

As at each reporting date, the Group reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset
belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. 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 which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior financial years. A reversal of an
impairment loss is recognised immediately in profit or loss.

PROVISIONS

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of
a past event, it is probable that the Group will be required to settle the obligation, and a reliable estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered

from a third party, the receivable is recognised as an asset if it is virtually certain that reimbursement
will be received and the amount of the receivable can be measured reliably.
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(k)

a

(m)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
REVENUE RECOGNITION

The Group recognises revenue from the sale of commodity trading products including coal, rubber and
metals.

Revenue is measured based on the consideration specified in a contract with a-customer and excludes
amounts collected on behalf of third parties. The Group recognises revenue when it transfers control of
a product or service to a customer,

Sale of commodity trading products

For sale of commodity trading products, revenue is recognised when control of the goods has transferred,
being when the goods have been shipped to the customer’s location (delivery). Following delivery, the
customer has full discretion over the manner of distribution and price to sell the goods, has the primary
responsibility when onselling the goods and bears the risks of obsolescence and loss in relation to the
goods. A receivable is recognised by the Group when the goods are delivered to the customer as this
represents the point in time at which the right to consideration becomes unconditional, as only the
passage of time is required before payment is due.

Under the Group’s standard contract terms, customers do not have have a right of return.

Financial guarantee income

Income from providing financial guarantee is recognised in profit or loss over the guarantee period on a
straight-line basis.

BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

RETIREMENT BENEFIT COSTS

Payments to defined contribution retirement benefit plans are charged as an expense when employees
have rendered the services entitling them to the contributions. Payments made to state-managed
retirement benefit schemes, such as the Singapore Central Provident Fund, are dealt with as payments
to defined contribution plans where the Group’s obligations under the plans are equivalent to those
arising in a defined contribution retirement benefit plan.

33



SP CORPORATION LIMITED AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
31 December 2019

2

(n)

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
EMPLOYEE LEAVE ENTITLEMENT

Employee entitlements to annual leave are recognised when they accrue to employees. A provision is
made for the estimated liability for annual leave as a result of services rendered by employees up to the
end of the reporting period.

INCOME TAX
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the financial year. Taxable profit differs from
profit as reported in the consolidated statement of profit or loss and other comprehensive income
because it excludes items of income or expense that are taxable or deductible in other financial years
and it further excludes items that are not taxable or tax deductible. The Group’s liability for current tax
is calculated using tax rates (and tax laws) that have been enacted or substantively enacted in countries
where the Company and subsidiaries operate by the end of the reporting period.

Deferred tax is recognised on differences between the carrying amounts. of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred
tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised on taxable temporary differences arising on investments in
subsidiaries, except where the Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated with such investments and interests are only
recognised to the extent that it is probable that there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed as at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset realised based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current

tax assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and liabilities on a net basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(p) FOREIGN CURRENCY TRANSACTIONS AND TRANSLATION

The individual financial statements of each group entity are measured and presented in the currency
of the primary economic environment in which the entity operates (its functional currency). The
consolidated financial statements of the Group and the statement of financial position and statement of
changes in equity of the Company are presented in Singapore dollars, which is the functional currency
of the Company and the presentation currency for the consolidated financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other than the
entity’s functional currency are recorded at the rate of exchange prevailing on the date of the transaction.
As at each reporting date, monetary items denominated in foreign currencies are retranslated at the
rates prevailing at the end of the reporting period. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing on the date when the fair value
was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary items, and on retranslation of monetary
items are included in profit or loss for the period. Exchange differences arising on the retranslation of
non-monetary items carried at fair value are included in profit or loss for the period except for differences
arising on the retranslation of non-monetary items in respect of which gains and losses are recognised
in other comprehensive income. For such non-monetary items, any exchange component of that gain or
loss is also recognised in other comprehensive income.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s
foreign operations (including comparatives) are expressed in Singapore dollars using exchange rates
prevailing at the end of the reporting period. Income and expense items (including comparatives) are
translated at the average exchange rates for the period, unless exchange rates fluctuated significantly
during that period, in which case the exchange rates at the dates of the transactions are used. Exchange
differences arising, if any, are recognised in other comprehensive income and accumulated in a separate
component of equity under the header of translation reserve.

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign operation,
or a disposal involving loss of control over a subsidiary that includes a foreign operation, loss of joint
control over a jointly controlled entity that includes a foreign operation, or loss of significant influence
over an associate that includes a foreign operation), all of the accumulated exchange differences in
respect of that operation attributable to the Group are reclassified to profit or loss. Any exchange
differences that have previously been attributed to non-controlling interests are derecognised, but they
are not reclassified to profit or loss.

In the case of a partial disposal (i.e. no loss of control) of a subsidiary that includes a foreign operation,
the proportionate share of accumulated exchange differences are re-attributed to non-controlling
interests and are not recognised in profit or loss. For all other partial disposals (i.e. of associates or
jointly controlled entities that do not result in the Group losing significant influence or joint control), the
proportionate share of the accumulated exchange differences is reclassified to profit or loss.

On consolidation, exchange differences arising from the translation of the net investment in foreign
entities (including monetary items that, in substance, form part of the net investment in foreign entities),
and of borrowings and other currency instruments designated as hedges of such investments, are
recognised in other comprehensive income and accumulated in a separate component of equity under
the header of translation reserve.
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(q)

(r)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
CASH AND CASH EQUIVALENTS IN THE CONSOLIDATED STATEMENT OF CASH FLOWS

Cash and cash equivalents in the consolidated statement of cash flows comprise cash on hand, demand
deposits and fixed deposits but exclude restricted bank balances. These are subject to an insignificant
risk of changes in value.

SEGMENT REPORTING

An operating segment is a component of the Group that engages in business activities from which it
may earn revenue and incur expenses.

Operating segments are reported in a manner consistent with the internal reporting provided to
members of management and the chief operating decision makers who are responsible for allocating
resources and assessing performance of the operating segments.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 2, management is
required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are considered to be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in period of the revision and future periods if the revision affects both current and future
periods.

Critical judgements in applying the entity’s accounting policies

Management is of the view that apart from those involving estimations (see below), there are no critical
judgements involved that management has made in the process of applying the Group’s accounting
policies, that have a significant effect on the amounts recognised in the financial statements.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the end

of the reporting period, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are discussed below.
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3 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
(cont’'d)

Recoverability of refundable trade deposit

Management assesses at the end of each reporting period whether there is any evidence that the
refundable trade deposit of US$6,000,000 (equivalent to $8,135,000) [2018: US$6,000,000 (equivalent
to $8,215,000)] placed with a related party is impaired. A considerable amount of judgement is required
in assessing the ultimate realisation of this deposit, including reviewing the financial information of the
related party, its current creditworthiness and past collection history from the coal mine with which the
Group has placed the deposit. If the financial condition of the coal mine deteriorates, resulting in an
impairment of its ability to make payments, an allowance may be required. The carrying amount and
details of the refundable trade deposit is disclosed in Note 7 to the financial statements.

Calculation of loss allowance

When measuring ECL, the Group uses reasonable and supportable forward-looking information, which
is based on assumptions for the future movement of different economic drivers and how these drivers
will affect each other.

Loss given default is an estimate of the loss arising on default. It is based on the difference between
the contractual cash flows due and those that the lender would expect to receive, taking into account
cash flows from collateral and integral credit enhancements.

Probability of default constitutes a key input in measuring ECL. Probability of default is an estimate of
the likelihood of default over a given time horizon, the calculation of which includes historical data,
assumptions and expectations of future conditions.

4 SEGMENT INFORMATION
Products and services from which reportable segments derive their revenues

For the purpose of the resource allocation and assessment of segment performance, the Group’s chief
operating decision maker has focused on the business operating units which in turn, are segregated
based on their products and services. This forms the basis of identifying the operating segments of the
Group under SFRS(I) 8 Operating Segments.

Operating segments are aggregated into a single reportable operating segment if they have similar
economic characteristics, such as long-term average gross margins, and are similar in respect of nature
of products and services, and/or their reported revenue.

The Group’s reportable operating segments under SFRS(I) 8 are as follows:

Segment Principal activities

Commodities Trading Trades and markets a broad range of products including coal,
rubber, metals as well as other commodities and products used
by manufacturers in the energy, metal and automotive industries

in Asia.
Investment Investment holding.
Corporate and Others General corporate activities and others.
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SP CORPORATION LIMITED AND ITS SUBSIDIARIES

Products and services from which reportable segments derive their revenues (cont’d)

The accounting policies of the reportable segments are the same as the Group’s accounting policies
described in Note 2. Segment revenue represents revenue generated from external and internal
customers. Segment profit represents the profit earned by each segment after allocating finance costs.
This is the measure reported to the chief operating decision maker for the purpose of resource allocation
and assessment of segment performance.

For the purpose of monitoring segment performance and allocating resources, the chief operating
decision maker monitors the financial assets attributable to each segment. Assets, if any, used jointly
by reportable segments are allocated on the basis of the revenue earned by individual operating

segments.

Segment revenue and results

Information regarding the Group’s reportable segments is presented in the tables below.

31 Pecember 2019

Revenue
- External customers
- Inter-segment
Total segment revenue

Result
Segment result
Interest income
Interest expense

Profit before tax
Income tax expense

Profit after tax

Assets
Segment assets
Total assets

Liabilities
Segment liabilities
Total liabilities

Other information
Depreciation of plant and
equipment

Corporate Inter-
Commodities and segment
trading Investment others eliminations Consolidated
$'000 $'000 $'000 $'000 $'000

92,767 - 309 - 93,076

- - 2,306 (2,306) -

92,767 - 2,615 (2,306) 93,076
(178) (24) 91 - (111)
1,866 1,531 3 (20) 3,380
(300) - (20) 20 (300)
1,388 1,507 74 - 2,969
466

2=503

41,077 22,876 225 - 64,178
64,178

7,098 272 1,062 - 8,432

8432
6 - 32 - 38
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SP CORPORATION LIMITED AND ITS SUBSIDIARIES

Products and services from which reportable segments derive their revenues (cont’d)

Segment revenue and results (cont’d)

31 December 2018

Revenue
- External customers
- Inter-segment
Total segment revenue

Result

Segment result
Interest income
Interest expense

Profit before tax
Income tax expense

Profit after tax

Assets
Segment assets
Total assets

Liabilities
Segment liabilities
Total liabilities

Other information

Capital expenditure

Depreciation of plant and
equipment

Corporate Inter-
Commodities and segment
trading Investment others eliminations  Consolidated
$'000 $000 $'000 $'000 $'000

136,379 - - - 136,379
- - 2,300 (2,300) -
136,379 - 2,300 (2,300) 136,379
670 (61) 4) - 605
1,345 407 73 (80) 1,745
(110) - (10) 80 (40)
1,905 346 59 - 2,310
412

1 E898

43,829 21,395 2,504 - 67,728
67,728

13,075 78 1,132 - 14,285
14!285

5 - 73 - 78

6 - 35 - 41
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4 SEGMENT INFORMATION (cont’d)
Geographical Information

The Group’s businesses are mainly in Singapore, China including Hong Kong, and Indonesia. Revenue is
based on the country in which the customer is located. Non-current assets and capital expenditure are
shown by the geographical areas in which these assets are located. The Group’s revenue and information
about its non-current assets and capital expenditure by geographical locations are detailed below:

Revenue from Capital
external customers Non-current assets expenditure
2019 2018 2019 2018 2019 2018
$'000 $'000 $'000 $'000 $'000 $'000
Based on location of customer
Singapore 70,770 116,002 5,544 149 - 6
Indonesia 3,168 6,297 3,923 59 - 72
China including Hong Kong 19,138 14,070 - - - -
Others - 10 - - - -
93,076 136,379 9,467 208 - 78

Information about major customers
Included in the Commodities Trading revenue of $92,767,000 (2018: $136,379,000) were sales of

approximately $62,511,000 and $14,573,000 (2018: $52,844,000 and $31,811,000) to the Group’s two
largest customers who are third parties.
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5 PLANT AND EQUIPMENT

Group

Cost:
At 1 January 2019
Exchange differences
Disposals
Write-offs
At 31 December 2019

At 1 January 2018
Exchange differences
Additions

At 31 December 2018

Accumulated depreciation:
At 1 January 2019
Exchange differences
Depreciation for the financial year
Disposals
Write-offs
At 31 December 2019

At 1 January 2018

Exchange differences
Depreciation for the financial year
At 31 December 2018

Carrying amounts:
At 31 December 2019

At 31 December 2018

Plant and Motor
equipment vehicle Total
$'000 $'000 $'000
368 202 570
(2) - (2)
(71) - (71)
(17) - (17)
278 202 480
289 202 491
1 - 1
78 - 78
368 202 570
297 65 362
(1) - (1)
18 20 38
(23) - (23)
(17) - 17)
274 85 359
274 45 319
2 - 2
21 20 41
297 65 362
4 117 121
71 137 208
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5 PLANT AND EQUIPMENT (cont’d)

Company

Cost:
At 1 January 2019
Write-offs
At 31 December 2019

At 1 January 2018
Additions
At 31 December 2018

Accumulated depreciation:
At 1 January 2019
Depreciation for the financial year
Write-offs
At 31 December 2019

At 1 January 2018
Depreciation for the financial year
At 31 December 2018

Carrying amounts:
At 31 December 2019

At 31 December 2018

Plant and Motor
equipment vehicle Total
$’000 $'000 $'000
233 202 435
(5) - (5)
228 202 430
232 202 434
1 - 1
233 202 435
230 65 295
2 20 22
(5) - (5)
227 85 312
228 45 273
2 20 22
230 65 295
1 117 118
3 137 140
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6 INVESTMENTS IN SUBSIDIARIES

Company

2019 2018

$'000 $'000
Unquoted equity shares, at cost 14,049 14,049
Recognition of financial guarantee provided to subsidiaries 5,512 5,107
Quasi-equity loan 13,500 13,500
Less: Impairment loss (2,045) (2,045)
31,016 30,611

Further details regarding the subsidiaries are set out in Note 29.

The Company issued financial guarantees to banks for credit facilities of its subsidiaries and recorded a
deemed financial guarantee income in accordance with the provisions of SFRS(I) 9 Financial Instruments.
The deemed income was amortised over the period of the guarantee. The guarantee fee was not charged
by the Company to the subsidiaries. The full amount of the guarantee fee is deemed to be additional
investment in the subsidiaries.

Management considered receivables from a subsidiary amounting to $13,500,000 as a quasi-equity loan
which is unsecured and interest-free and the settlement is neither planned nor likely to occur in the
foreseeable future. As the amounts are, in substance, a part of the Company’s net investment in
subsidiary, they are stated at cost.

During the financial year, no additional allowance for impairment loss (2018: an allowance for
impairment loss of $12,000) was made for investments in subsidiaries. In making this judgement, the
Company evaluates, among other factors, the market and economic environment in which the
subsidiaries operate, economic performance of the subsidiaries, the duration and extent to which the
cost of investment in the subsidiaries exceeds their net tangible asset values which according to
management, are the best estimate of the recoverable amount.
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7 TRADE AND OTHER RECEIVABLES

Group Company
2019 2018 2019 2018
$'000 $'000 $'000 $'000
Current
Trade receivables (Note 8) 18,629 27,766 - -
Other receivables (Note 9) 948 1,055 20,797 20,831
Refundable trade deposit with a
related party @ [Note 25(a)(ii)] 8,135 8,215 - -
27,712 37,036 20,797 20,831
Non-current
Trade receivables (Note 8) 9,346 - - -
37,058 37,036 20,797 20,831

® Refundable trade deposit of US$6,000,000 (2018: US$6,000,000) relates to monies placed by the
Group with a related party which owns a coal mine (Party A) to secure coal allocations. The deposit
is secured by a corporate guarantee issued by the immediate holding company of Party A which is
also a related party and which also owns a coal mine.

The deposit (equivalent to $8,135,000 [2018: $8,215,000]) is repayable within one year and subject

to annual renewal by mutual agreement between the two parties. It bears an effective interest rate
of 6.24% (2018: 6.83%) per annum.

8 TRADE RECEIVABLES

Group Company
2019 2018 2019 2018
$'000 $'000 $'000 $'000
Third parties - current 6,637 6,209 - -
Related parties - current 11,997 21,562 - -
Related parties — non-current 9,346 - - -
27,980 27,771
Less: Loss allowance 5) (5 - -
27,975 27,766 - -

Trade receivables

The trade receivables are generally on 30 to 180 days (2018: 30 to 180 days) credit terms. They are
recognised at their original invoice amounts which represent their fair values on initial recognition.
Before accepting any new customer, the Group assesses the potential customer’s credit quality and
defines credit limits by customers.
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8 TRADE RECEIVABLES (cont’d)

Trade receivables (cont’d)

Loss allowance for trade receivables are measured at an amount equal to lifetime ECL. The ECL on trade
receivables are estimated by reference to past default experience of the debtor and an analysis of the
debtor’s current financial position, adjusted for factors that are specific to the debtors, general economic
conditions of the industry in which the debtors operate and an assessment of both the current as well
as the forecast direction of conditions at the reporting date.

There has been no change in the estimation techniques or significant assumptions made during the
current reporting period.

Trade receivables from related parties

Certain past due trade amounts due from related parties bear an interest rate of 8% (2018: 8% to 12%)
per annum in accordance with the billing terms and the remaining are non-interest bearing. The trade
amounts due from related parties are generally on 90 to 180 days (2018: 90 to 180 days) credit terms.
They are recognised at their original invoice amounts which represent their fair values on initial
recognition.

For purpose of impairment assessment, the amounts due from related parties is considered to have low
credit risk as the timing of payment is controlled by the ultimate holding company taking into account
cash flow management within the ultimate holding company’s group of companies and there has been
no significant increase in the risk of default on the amounts due from related parties since initial
recognition. Accordingly, for the purpose of impairment assessment for these receivables, the loss
allowance is measured at an amount equal to 12-month ECL.

Included in the trade receivables from related parties was an amount of $8,231,000 due from a related
party, which is secured by two parcels of industrial land and building of the related party in Indonesia
valued at approximately $20,000,000. During the financial year, a repayment agreement was signed by
the related party to make quarterly repayments totalling $6,093,000 over three years from the end of
the financial year. Accordingly, an amount of $3,923,000 expected to be repaid after one year from the
end of the financial year has been classified as non-current. The remaining $2,170,000 which is not
covered under the repayment agreement is expected to be repaid within one year from the end of the
financial year and has been classified as current.

An amount of $12,084,000 due from another related party was included in trade receivables from related
parties as at 31 December 2019. Subsequent to the end of the financial year, the related party signed
a repayment agreement with respect to the past due amounts to make quarterly repayments totalling
$11,443,000 over two years from the end of the financial year. Management has assessed that the
signing of the agreement represents an adjusting event after the reporting period. Accordingly, an
amount of $5,423,000 expected to be repaid after one year from the end of the financial year has been
classified as non-current as at 31 December 2019. The remaining $641,000 which is not covered under
the repayment agreement is expected to be repaid within one year from the end of the financial year
and has been classified as current. The controlling party of this related party has provided a letter of
financial support to the related party over the outstanding amount of $12,084,000. Management has
assessed the ECL for this amount to be immaterial.
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TRADE RECEIVABLES (cont’d)

In determining the ECL, management has taken into account the financial position of the related parties,
adjusted for factors that are specific to the related parties and general economic conditions of the
industry in which the related parties operate, in estimating the probability of default of the trade amounts
due from related parties as well as the loss upon default. Management determines that the trade
amounts due from related parties are subject to immaterial credit loss.

There has been no change in the estimation techniques or significant assumptions made during the
current reporting period.

The following table details the risk profile of trade receivables from contracts with customers based on
the Group’s provision matrix. As the Group’s historical credit loss experience does not show significantly
different loss patterns for different customer segments, the provision for loss allowance based on past
due status is not further distinguished between the Group’s different customer base.

Group
Trade receivables - days past due
3 months 6 months

to to 12 > 12
Not past due < 3 months 6 months months months Total
2019 $'000 $'000 $'000 $'000 $’000 $’000
Estimated total gross
carrying amount at
default 1,914 8,058 2,608 11,224 4,176 27,980
Lifetime ECL - - - - (5) (5)
27,975
Group
Trade receivables — days past due
3 months 6 months
to to 12 > 12
Not past due < 3 months 6 months months months Total
2018 $'000 $'000 $'000 $'000 © $°000 $’000
Estimated total gross
carrying amount at
default ] 17,562 4,237 1,294 3,774 904 27,771
Lifetime ECL - - - - (5) (5)

27,766
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9 OTHER RECEIVABLES

Group Company
2019 2018 2019 2018
$’000 $'000 $'000 $'000
Prepayments 123 61 19 38
Deposits 75 73 73 67
Sundry debtors 50 105 - -
Interest receivable from a related party
[Note 25(a)(ii)] 657 637 - -
Amounts due from related parties
[Note 25(a)(ii)] 17 60 - -
Balance consideration receivable from
related parties on disposal of tyre
distribution business [Note 25(a)(ii)] 26 114 - -
Amount due from holding company - 5 - -
Amount due from a subsidiary
(Notes 6 and 29) - - 20,705 20,726
948 1,055 20,797 20,831

The amounts due from related parties and a subsidiary are non-trade related, unsecured, interest-free
and repayable on demand.

The balance consideration receivable from related parties on the disposal of tyre distribution business,
including goods and services tax, is expected to be repaid within one year.

For purpose of impairment assessment, the other receivables are considered to have low credit risk as
the timing of payment is controlled by the ultimate holding company taking into account cash flow
management within the ultimate holding company’s group of companies and there has been no
significant increase in the risk of default on the amounts due from related parties since initial recognition.
Accordingly, for the purpose of impairment assessment for these receivables, the loss allowance is
measured at an amount equal to 12-month ECL.

In determining the ECL, management has taken into account the historical default experience and the
financial position of the counterparties, adjusted for factors that are specific to the debtors and general
economic conditions of the industry in which the debtors operate, in estimating the probability of default
of each of these financial assets occurring within their respective loss assessment time horizon, as well
as the loss upon default in each case.

There has been no change in the estimation techniques or significant assumptions made during the
current reporting period in assessing the loss allowance for other receivables.
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10

11

12

LOAN TO A RELATED PARTY

Group Company
2019 2018 2019 2018
$'000 $’000 $’000 $'000
Loan to a related party [Note 25(a)(ii)] 21,500 20,000 - -

On 24 September 2018, the Group extended a loan of $20,000,000 to a related party. The loan was
repayable on 23 September 2019 and bore interest of 7.5% per annum. The loan and accrued interest
shall be repaid in full on the repayment date in cash, or in such other repayment method as otherwise
agreed between the parties.

The loan was renewed on 24 September 2019 and the accrued interest of $1,500,000 was added to the
loan principal. The renewed loan is repayable on 23 September 2020 and other terms of the loan remain
unchanged.

Management has considered the probability of default of the loan and determined that the balance is
subject to immaterial credit loss.

TAX RECOVERABLE

Tax recoverable arose mainly from the payment of income tax of which management is in discussion
with the relevant tax authorities.

CASH AND BANK BALANCES

Group Company
2019 2018 2019 2018
$'000 $'000 $000 $'000
Fixed deposits 2,438 2,824 - -
Cash at bank and on hand 3,045 7,636 111 903
Cash and bank balances 5,483 10,460 111 903
Less: Restricted bank balances
(pledged fixed deposits) (715) (1,293)
Cash and cash equivalents in
statement of cash flows 4,768 9,167

Cash and bank balances comprise cash held by the Group and short-term bank deposits. The carrying
amounts of these assets approximate their fair values.

Fixed deposits of the Group amounting to $715,000 (2018: $1,293,000) are held by banks
as security for facilities granted to a subsidiary. Fixed deposits bear interest at rates ranging from
0.6% to 1.92% (2018: 0.6% to 2.57%) per annum and are placed for tenors ranging from 49 to 365
days (2018: 33 to 123 days).
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14

15

SHARE CAPITAL
Group and Company

2019 2018 2019 2018
Number of ordinary shares $'000 $'000
Issued and paid up:
At beginning and end of financial year 35,099,132 35,099,132 58,366 58,366

Fully paid ordinary shares, which have no par vaiue, carry one vote per share and carry a right to
dividends as and when declared by the Company.

DEFERRED TAX

Group Company
2019 2018 2019 2018
$000 $'000 $’000 $'000
At beginning of financial year 49 38 1 1
Charge (Write-back) during the financial
year (Note 22) 5 10 (1 -
Translation difference - 1 -
At end of financial year 54 49 - 1
Deferred tax at 31 December
related to the following:
Deferred tax liabilities
Depreciation 54 49 - 1
BORROWINGS
Group Company
2019 2018 2019 2018
$’000 $'000 $'000 $'000
Trust receipts 5,125 - - -

The trust receipts bear interest rates ranging from 3.40% to 10.25% per annum and have a maturity
period of one to two months at the end of the reporting period. They are secured by fixed deposits of
$513,000 placed with the banks.

At 31 December 2019, the Group had available $24,115,000 (2018: $20,277,000) of undrawn borrowing
facilities.
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16

BORROWINGS (cont’d)
Reconciliation of liabilities arising from financing activities

The table below details changes in the Group’s liabilities arising from financing activities, including
both cash and non-cash changes. Liabilities arising from financing activities are those for which cash
flows were, or future cash flows will be, classified in the Group’s consolidated statement of cash flows
as cash flows from financing activities.

Foreign
1 January Financing exchange 31 December
2019 cash flows movement 2019
$'000 $'000 $'000 $'000
Borrowings - 5,157 (32) 5,125

There are no non-cash changes in the movement of the Group’s liabilities arising from financing activities
for the financial year ended 31 December 2018.

TRADE AND OTHER PAYABLES

Group Company
2019 2018 2019 2018
$'000 $'000 $'000 $'000
Trade creditors 777 6,813 32 22
Accrued expenses 1,097 1,061 653 629
Financial guarantee contracts - - 177 145
Sundry creditors 264 91 7 31
Interest payable 25 - - -
Amounts due to related parties
- trade [Note 25(a)(ii)] 666 5,934 - -
Amounts due to related parties
- non-trade [Note 25(a)(ii)] - 53 - -

Amount due to subsidiaries - non-trade
(Notes 6 and 29) - 12,299 13,252

2,829 13,952 13,168 14,079

Trade creditors principally comprise amounts outstanding for trade purchases and ongoing costs. Trade
payables are generally on 14 to 90 days (2018: 14 to 90 days) credit terms.

The amounts due to related parties and subsidiaries are unsecured, interest-free and repayable on
demand.
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20

REVENUE

The Group derives its revenue from the sale of commodities trading products at a point in time. This is
consistent with the revenue information that is disclosed for each reportable segment under SFRS(I) 8
Operating Segments (see Note 4).

The Group has applied the practical expedient in SFRS(I) 15:121 and has not disclosed the transaction
price of contracts with customers allocated to remaining performance obligations as at the end of the
financial year as those performance obligations are part of contracts that have an original expected
duration of one year or less.

OTHER OPERATING INCOME

Group
2019 2018
$000 $'000
Handling fee income [Note 25(a)(ii)] 198 -
Bad debt recovered 4 -
Write-back of provision for retrenchment costs - 27
Refund from insurance companies - 12
Sundry income 21 19
223 58
OTHER OPERATING EXPENSES
Group
2019 2018
$’000 $'000
Foreign currency exchange loss 125 79
Loss on disposal of plant and equipment 13 -
Others 6 1
144 80
INTEREST INCOME
Group
2019 2018
$'000 $'000
Bank deposits 57 63
Refundable trade deposit - related party [Note 25(a)(ii)] 552 519
Loan to a related party [Note 25(a)(ii)] 1,530 407
Overdue trade receivables - related parties [Note 25(a)(ii)] 1,241 756
3,380 1,745
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21 INTEREST EXPENSE

Group
2019 2018
$'000 $'000
Interest expense on trust receipts 300 40
22 INCOME TAX EXPENSE
Group
2019 2018
$'000 $'000
Income tax:
Current financial year 397 274
Withholding tax paid 70 65
(Over) Under provision in prior financial years (6) 63
- 461 402
Provision of deferred tax 5 10
466 412

Reconciliations of the statutory income tax rate to the effective tax rate applicable to profit before tax
are as follows:

Group
2019 2018
% %

Domestic statutory tax rate 17.0 17.0
Effect of different tax rates of subsidiaries operating

in other jurisdictions (1.3) (1.7)
(Over) Under provision in prior financial years (0.3) 2.7
Exempt income (1.3) (2.0)
Withholding tax paid 2.4 2.8
Expenses not deductible for tax purposes 2.1 2.9
Income capital in nature (0.4) (0.3)
Effect of tax concessions - (0.6)
Others (2.5) (3.0)
Effective tax rate 15.7 17.8
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23

INCOME TAX EXPENSE (cont’'d)

Domestic income tax is calculated at 17% (2018: 17%) of the estimated assessable profit for the
financial year. Taxation for other jurisdictions is calculated at the rates prevailing in the relevant
jurisdictions.

At 31 December 2019, the Group had unutilised capital allowances and tax losses of approximately
$1,831,000 (2018: $1,831,000) and $8,848,000 (2018: $8,836,000) respectively available for offset
against future taxable income, subject to the conditions imposed by law in the countries of incorporation
where these companies operate.

Future tax benefits of $1,815,000 (2018: $1,813,000) arising from such unutilised capital allowances
and tax losses have not been recognised as there is no reasonable certainty of their recovery in future
periods.

PROFIT FOR THE FINANCIAL YEAR

The profit for the financial year has been arrived at after charging:

Group
2019 2018
$’000 $'000
Salaries and wages 1,468 1,513
Employer’s contribution to defined contribution plans
including Central Provident Fund 85 ) 84
Employees benefits expenses
(including directors’ remuneration) 1,553 1,597
Remuneration paid or payable to:
- Directors of the Company 866 920
- Key management personnel 280 471
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PROFIT FOR THE FINANCIAL YEAR (cont’d)

The profit for the financial year has been arrived at after charging: (cont'd)

Group
2019 2018
$'000 $'000
Fees for audit services to:
- Auditors of the Company 116 94
- Other auditors 11 9
Fees for non-audit services to:
- Auditors of the Company 13 15
- Other auditors 34 22

The Audit and Risk Committee had undertaken a review of the non-audit services provided by the
auditors, Deloitte & Touche LLP, Singapore and overseas practices of Deloitte Touche Tohmatsu Limited
and in the opinion of the Audit and Risk Committee, these services would not affect the independence
of the auditors.

The employees of SP Corporation Limited and its subsidiaries who are located in Singapore are members
of a state-managed retirement benefit plan, the Central Provident Fund Board, operated by the
Government of Singapore. The Company and its subsidiaries are required to contribute a specified
percentage of payroll costs to the retirement benefit scheme to fund the benefits. The only obligation of
the Group with respect to the retirement benefit plan is to make the specified contributions.

The total expense recognised in profit or loss of $85,000 (2018: $84,000) represents contributions
payable to these plans by the Group at rates specified in the rules of the plans. As at 31 December
2019, contributions of $15,000 (2018: $13,000) due in respect of the current financial year had not
been paid over to the plans. The amounts were paid subsequent to the end of the reporting period.

54




SP CORPORATION LIMITED AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
31 December 2019

24
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EARNINGS PER SHARE (CENTS)

Basic earnings per share is calculated by dividing the net profit for the financial year attributable to
owners of the Company by the weighted average number of ordinary shares in issue during the financial
year:

Group
2019 2018
Net profit attributable to owners of the Company ($'000) 2,503 1,898
Weighted average number of ordinary shares in issue (in ‘000) 35,099 35,099
Basic earnings per share (cents) 7.13 5.41

The Company has not granted options over shares. There are no dilutive potential ordinary shares.

RELATED PARTY AND RELATED COMPANY TRANSACTIONS

The Company's major shareholder is Tuan Sing Holdings Limited ("Tuan Sing”). Tuan Sing’s major
shareholder is Nuri Holdings (S) Pte Ltd ("Nuri"), incorporated in Singapore. Related parties are
members in which the shareholders of Nuri and their family members have a controlling interest.

Related companies in these financial statements refer to members of the immediate holding company’s
group of companies (Note 1).

Some of the Group’s transactions and arrangements are with related parties and the effect of these on
the basis determined between the parties is reflected in these financial statements. The balances are
unsecured, interest-free and repayable on demand unless otherwise stated.

The Company has provided financial support to one (2018: two) of its subsidiaries for a period of twelve

months from the end of the reporting period so as to enable the subsidiary to continue to operate as a
going concern and meet its contractual obligations when they fall due.
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25 RELATED PARTY AND RELATED COMPANY TRANSACTIONS (cont'd)

(a) Transactions with related companies and related parties

During the financial year, the Group entered into the following significant transactions with related
companies and related parties in the normal course of business based on terms agreed between

the parties:
Group
2019 2018
$'000 $'000
(i) Tuan Sing Holdings Limited and subsidiaries
Management fee expense 150 150
(ii) Related parties
Sale of goods and services (15,992) (42,888)
Purchase of goods 78,496 95,390
Interest income from placement of refundable
trade deposit (552) (519)
Interest income from overdue trade receivables (1,241) (756)
Interest income from loan (1,530) (407)
Handling fee income (198) -
Sale of plant and equipment (35) -
Placement of refundable trade deposit* 8,135 8,215
Loan* 21,500 20,000

* The items represented the amounts as at financial year end.

The Group is reliant on two related parties for the supply of 100% (2018: 100%) of its coal within
its Commodities Trading business segment. The Group supplies 100% (2018: 100%) of its rubber
products within its Commodities Trading segment to one customer (2018: one customer) who is

a related party.

The amounts outstanding are unsecured and will be settled in cash unless otherwise stated. No
expense has been recognised during the financial year for bad or doubtful debts in respect of the

amounts owed by related parties.
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RELATED PARTY AND RELATED COMPANY TRANSACTIONS (cont’d)

(b) Compensation of Directors and key management personnel

The remuneration of Directors and key management personnel during the financial year was as
follows:

Group
2019 2018
$'000 $'000
Short-term benefits 1,111 1,346
Post-employment benefits 35 45
1,146 1,391

The remuneration of Directors and key management personnel is determined by the Remuneration
Committee having regard to the performance of individuals and market trends.

COMMITMENTS
Operating lease arrangements

At 31 December 2019, the Group was committed to $276,000 for short-term leases in respect of rental
of office premises.

At 31 December 2018, the Group and the Company had outstanding commitments under non-
cancellable operating leases, which fall due as follows:

Group Company
2018 2018
$'000 $'000
Within one year 195 131
After one year but not more than five years 160 -
355 131

The Group leases office premises and a warehouse under non-cancellable operating lease
agreements. The leases have varying terms and renewal rights. The leases are negotiated
for a term of 1 to 5 years with rentals fixed for 1 to 5 years.

57



SP CORPORATION LIMITED AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

31 December 2019

27

28

CONTINGENT LIABILITIES

Financial guarantees to banks for
facilities granted to a subsidiary

Group Company
2019 2018 2019 2018
$’'000 $'000 $'000 $'000

- - 35,770 37,709

FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT

(a)

Categories of financial instruments

The following table sets out the financial instruments as at the end of the reporting period:

Financial Assets

Amortised cost

Trade and other receivables

Less : Prepayments
Loan to a related party

Cash and bank balances

Financial Liabilities
Amortised cost

Borrowings
Trade and other payables

Group Company

2019 2018 2019 2018

$'000 $'000 $'000 $'000
37,058 37,036 20,797 20,831
(123) (61) (19) (38)
21,500 20,000 - -
58,435 56,975 20,778 20,793
5,483 10,460 111 903
63,918 67,435 20,889 21,696
5,125 - - -
2,829 13,952 13,168 14,079
7,954 13,952 13,168 14,079
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont’d)

(b) Financial instruments subject to offsetting, enforceable master netting arrangement
and similar agreements

The Group and the Company do not have any financial instruments which are subject to
enforceable master netting arrangements or similar netting agreements as at 31 December 2019,

Financial assets

(@) (b) () =(a) - (d) (e)=(a)+
(b) Related amounts not set (d)
off in the statement of
financial position
Type of financial Gross Gross Net amounts Financial Cash Net amount
asset amounts of  amounts of of financial instruments  collateral
recognised recognised asset received
financial financial presented in
asset liability set the
off in the statement of
statement of financial
financial position
position
Group $’000 $'000 $'000 $000 $’000 $'000
31 December
2018
Amounts due
from related
parties
(Non-trade)
(Note 9) 888 744 144 - - 144
Financial liabilities
(a) (b) (c) = (a) - (d) (e) = (c)
(b) Related amounts not set + (d)
off in the statement of
financial position
Type of financial Gross Gross Net amounts Financial Cash Net amount
liability amounts of amounts of of financial instruments  collateral
recognised recognised liability received
financial financial presented in
liability asset set off the statement
in the of financial
statement of position
financial
position
Group $'000 $’000 $’000 $'000 $'000 $'000
31 December
2018
Amount due
to related
parties
(Non-trade)
(Note 16) 797 744 53 - - 53
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont’d)

(b)

(c)

Financial instruments subject to offsetting, enforceable master netting arrangement
and similar agreements (cont’d)

The Company does not have any financial instruments which are subject to enforceable master
netting arrrangements or similar netting agreements as at 31 December 2018.

Financial risk management policies and objectives

The Group has documented its financial risk management framework. The Group’s risk
framework has formal, systematic and comprehensive guidelines and rules to identify and manage
significant risks that might affect the achievement of its business objectives. The Group’s overall
risk management framework seeks to minimise potential adverse effects on financial performance
of the Group.

Risk management is carried out by the Company and the respective subsidiaries and business
units under the policies formulated by the Company and approved by the Company’s Board of
Directors.

The Group’s activities expose it to a variety of financial risks - market risk (including currency
risk, interest rate risk and price risk), credit risk and liquidity risk. The Group’s overall risk
management strategy seeks to minimise potential adverse effects from the unpredictability of
financial markets on the Group’s financial performance.

The Group’s financial instruments comprise borrowings in the form of trust receipts, cash and
liquid resources, trade and other receivables, trade and other payables that arise directly from its
operations. The main purpose of these financial instruments is to maintain adequate finance for
the Group’s operations. The main risks arising from the Group’s financial instruments are
currency risk, price risk, interest rate risk, credit risk and liquidity risk.

The Group manages its exposure to currency and interest rate risks by using a variety of
techniques and instruments. Natural hedging is preferred by matching assets and liabilities of the
same currency. Derivative financial instruments are only used where it is necessary to reduce
exposure to fluctuations in foreign exchange.

The Group does not hold or issue derivative financial instruments for speculative purposes.
There has been no major change to the Group's exposure to these financial risks or the manner

in which it manages and measures the risk during the financial year. Market risk exposures are
measured using sensitivity analysis indicated below.
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont’d)
(c) Financial risk management policies and objectives (cont’d)

(i) Currency risk management

The Group’s businesses are mainly in Singapore, China including Hong Kong, and Indonesia.
Entities in the Group regularly transact in currencies other than their respective functional
currencies (“foreign currencies”) such as the Singapore dollar ("SGD”), Malaysian ringgit
("MYR"”)} and United States dollar ("USD"). Currency risk arises when transactions are

denominated in foreign currencies.

The Group’s exposure to currency translation risk on the net assets in foreign operations is
limited to the net assets of these operations. The risk is not hedged as such investments

are considered to be long-term in nature.

The primary purpose of the Group’s currency hedging activities is to protect against the
effect of volatility in foreign currency exchange rates on foreign currency denominated
assets and liabilities arising in the normal course of business. As far as possible, the Group
relies on natural hedges of matching foreign currency denominated assets and liabilities of

the same currency.

Currency risk exposure

The Group’s currency exposures for amounts not denominated in the respective functional

currencies of the Company and the subsidiaries are as follows:

USD SGD Others Total

SGD equivalent $’000 $'000 $'000 $'000
Group
At 31 December 2019
Financial assets
Cash and bank balances 6 63 114 183
Trade and other receivables - 9,461 90 9,551
Financial liabilities
Trade and other payables (19) (23,082) (41) (23,142)
Net financial (liabilities) assets

and currency exposure (13) (13,558) 163 (13,408)
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28 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont'd)
(c) Financial risk management policies and objectives (cont’d)
(i) Currency risk management (cont'd)

Currency risk exposure (cont’d)

usbD SGD Others Total

SGD equivalent $'000 $'000 $'000 $'000
Group
At 31 December 2018
Financial assets
Cash and bank balances 396 494 89 979
Trade and other receivables - 11,791 76 11,867
Financial liabilities
Trade and other payables (97) (22,863) (60) (23,020)
'Net financial assets (liabilities)

and currency exposure 299 (10,578) 105 (10,174)

The Company’s functional currency is Singapore dollar. Except for cash and bank balances
of $Nil (2018: $74,000) which are denominated in USD, there is no other currency exposure
risk. The Company has relied on natural hedges of matching USD assets and liabilities with
entities within the Group and accordingly, there was insignificant USD currency risk exposure
as at 31 December 2019.

Currency sensitivity analysis

The following table details the sensitivity to a 10% increase and decrease in the exchange
rate of the relevant foreign currencies against the functional currency of each group entity.
The magnitude represents management’s assessment of the reasonably possible change in-
foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts the translated amount at the period end for a
10% change in foreign currency rate. The sensitivity analysis includes external loans as well
as loans to foreign operations within the Group where they gave rise to an impact on the
Group’s profit or loss and/or equity.
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28 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont'd)

(c) Financial risk management policies and objectives (cont’d)

()

Currency risk management (cont’d)

Currency sensitivity analysis (cont'd)

If the relevant foreign currency strengthens by 10% against the functional currency of each
group entity, profit will increase (decrease) by:

Other currency

USD impact SGD impact impact
2019 2018 2019 2018 2019 2018
SGD equivalent $’000 $'000 $'000 $'000 $'000 $’000
Group
Profit or loss (1) 30 (1,356) (1,058) 16 11
Company
Profit or loss - 7 - - - -

If the relevant foreign currency weakens by 10% against the functional currency of each
group entity, profit will increase (decrease) by:

Other currency

USD impact SGD impact impact
2019 2018 2019 2018 2019 2018
SGD equivalent $'000 $'000 $'000 $'000 $’000 $'000
Group
Profit or loss 1 (30) 1,356 1,058 (16) (11)
Company
Profit or loss - (7) - - - -
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont’d)

(c) Financial risk management policies and objectives (cont'd)

(ii) Price risk management

Due to the nature of the Group’s operations, performance of a subsidiary in the Group which
trades in aluminium, coal, rubber and steel wire rods is susceptible to changes in prices of
these commodities. The Group has not entered into any hedging arrangements and at
present is not hedged against price risks arising from these commodities. As far as possible,
the Group adopts natural hedging by making purchases only when there is a sales demand.

Pricing sensitivity analysis

No sensitivity analysis is prepared as the Group does not expect any material effect on the
Group's profit or loss arising from the effects of reasonably possible changes to price at the
end of the reporting period as the Group adopts natural hedging by making purchases only

when there is a sales demand.

(iii) Cash flow and fair value interest rate risk management

Cash flow risk is the risk that the future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair value interest rate risk is the risk that the
fair value of a financial instrument will fluctuate due to changes in market interest rates.

The Group mainly uses trade financing for funding. The Group’s interest management policy
is aimed at optimising net interest cost and reducing volatility in finance cost. A summary
of quantitative data of the Group’s interest-bearing financial instruments can be found in

Note 28(c)(v).

Interest rate sensitivity analysis

No sensitivity analysis is prepared as the Group does not expect any material effect on the
Group’s profit or loss arising from the effects of reasonably possible changes to interest rates

on interest-bearing financial instruments at the end of the reporting period.

(iv) Credit risk management

Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in financial loss to the Group. The Group has adopted a policy of only dealing with
creditworthy counterparties and obtaining sufficient collateral where appropriate, as a
means of mitigating the risk of financial loss from defaults. The Group manages these risks
by monitoring credit-worthiness and limiting the aggregate risk to any individual
counterparty. Therefore, the Group does not expect to incur material credit losses on its

financial instruments.
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28 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont'd)
(c) Financial risk management policies and objectives (cont’d)
(iv) Credit risk management (cont’d)
The Group develops and maintains its credit risk gradings to categorise exposures according
to their degree of risk of default. The Group uses its own trading records to rate its major

customers and other debtors.

The Group’s current credit risk grading framework comprises the following categories:

Basis for recognising

expected credit losses
Category Description (ECL)

Performing The counterparty has a low risk of 12-month ECL
default and does not have any past-
due amounts.

Doubtful Amount is >30 days past due or Lifetime ECL -
there has been a significant increase not credit-impaired
in credit risk since initial recognition.

In default Amount is >90 days past due or Lifetime ECL -
there is evidence indicating the asset | credit-impaired
is credit-impaired.

Write-off There is evidence indicating that the Amount is written off
debtor is in severe financial difficulty
and the Group has no realistic
prospect of recovery.

The assessment of the credit quality and exposure to credit risk of the Group’s trade and
other receivables has been disclosed in Notes 8 and 9 respectively.

The tables below detail the credit quality of the Group’s financial assets, as well as maximum
exposure to credit risk by credit risk rating grades:

Internal 12-month or Gross Loss Net carrying
Note _credit rating lifetime ECL carrying amount allowance amount
Group
$'000 $'000 $’000
31 December 2019
Trade receivables 8 (i) Lifetime ECL 27,980 (5) 27,975
(simplified approach)

Other receivables 9 Performing 12-month ECL 825 - 825
Refundable trade 7 Performing 12-month ECL 8,135 - 8,135

deposit with a
related party

Loan to a related 10 Performing 12-month ECL 21,500 - 21,500
party
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28 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont’d)
(c) Financial risk management policies and objectives (cont’'d)

(iv) Credit risk management (cont’d)

Internal 12-month or Gross Loss Net carrying
Note _credit rating lifetime ECL carrying amount _allowance amount
Group
$'000 $’000 $'000
31 December 2018
Trade receivables 8 O] Lifetime ECL 27,771 (5) 27,766
(simplified approach)

Other receivables 9 Performing 12-month ECL 994 - 994
Refundable trade 7 Performing 12-month ECL 8,215 - 8,215

deposit with a
related party

Loan to a related 10 Performing 12-month ECL 20,000 - 20,000
party
—_—0)
Internal 12-month or Gross Loss Net carrying
Note _credit rating lifetime ECL carrying amount__allowance amount
Company
$'000 $'000 $'000

31 December 2019
Other receivables 9 Performing 12-month ECL 20,778 - 20,778
31 December 2018

Other receivables 9 Performing 12-month ECL 20,793 - 20,793

(i) For trade receivables, the Group has applied the simplified approach in SFRS(I) 9
Financial Instruments to measure the loss allowance at lifetime ECL. The Group
determines the expected credit losses on these items estimated based on historical
credit loss experience based on the past due status of the debtors, adjusted as
appropriate to reflect current conditions and estimates of future economic
conditions. Note 8 includes further details on the loss allowance for these trade
receivabies.
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont’'d)
(c) Financial risk management policies and objectives (cont’d)

(iv) Credit risk management (cont’d)

The maximum amount the Group could be forced to settle under the financial guarantee
contracts in Note 27, if the full guaranteed amount is claimed by the counterparty to the
guarantee is $35,770,000 (2018: $37,709,000). Based on expectations at the end of the
reporting period, the Group considers that it is more likely than not that no amount will be
payable under the arrangement. However, this estimate is subject to change depending on
the probability of the counterparty claiming under the guarantee which is a function of the
likelihood that the financial receivables held by the counterparty which are guaranteed suffer

credit losses.

Other than as disclosed in the financial statements, there was no significant concentration
of credit risk at the end of the reporting period. The carrying amount of financial assets
recorded in the financial statements, grossed up for any allowances for losses and the
exposure to defaults from financial guarantees above, represents the Group’s maximum
exposure to credit risk without taking account of the value of any collateral obtained.

Other receivables in Note 9 are mainly derived from Singapore and Indonesia.
The refundable trade deposit in Note 7 is derived from Indonesia.

The credit risk for trade receivables by geographical areas is as follows:

Group
2019 2018
$'000 $’000
By geograpbhical areas
Singapore 15,294 18,890
Indonesia 9,591 8,875
China including Hong Kong 3,090 -
Malaysia - 1
27,975 27,766
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FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont'd)
(c) Financial risk management policies and objectives (cont'd)

(v) Liquidity risk management

The Group adopts prudent liquidity risk management by maintaining sufficient cash and cash

equivalents and internally generated cash flows to finance its activities.

Due to the dynamic nature of the underlying businesses, the Group aims at m
flexibility in funding by keeping adequate committed credit facilities available.
Liquidity and interest risk analyses

Non-derivative financial assets

The following table details the expected maturity for non-derivative financial

aintaining

assets as

disclosed in Note 28(a). The inclusion of information on non-derivative financial assets is

necessary in order to understand the Group’s liquidity risk management as th

e Group's

liquidity risk is managed on a net asset and liability basis. The table below has been drawn
up based on the undiscounted contractual maturities of the financial assets including interest

that will be earned on those assets except where the Group anticipates that the

cash flow

will occur in a different period. The adjustment column represents the possible future cash
flows attributable to the instrument included in the maturity analysis which are not included

in the carrying amount of the financial asset in the statement of financial position

Weighted
average
effective On demand Within
interest or within 2to5 After 5
Group rate 1 year years years Adjustment Total
% $’000 $’000 $'000 $'000 $'000
2019
Non-interest
bearing - 46,382 - - - 46,382
Fixed interest rate
instruments 8.0 8,399 9,576 - (439) 17,536
54,781 9,576 - (439) 63,918

The Group’s non-derivative financial liabilities as at 31 December 2019 and non-

derivative

financial assets and liabilities as at 31 December 2018 as disclosed in Note 28(a) are due

within one year from the end of the reporting period. The Company’s non-derivativ

e financial

assets and liabilities as at 31 December 2019 and 2018 are due within one year from the

end of the reporting period.
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28 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL MANAGEMENT (cont’d)
(c) Financial risk management policies and objectives (cont’'d)
(vi) Fair value of financial assets and financial liabilities

As at the end of the reporting period, the Group’s and the Company’s carrying amounts of
cash and bank balances, trade and other receivables and payables approximate their
respective fair values due to the relatively short-term maturity of these financial
instruments.

There were no significant transfers between Level 1 and Level 2 of the fair value hierarchy
during the financial year.

(d) Capital management policies and objectives

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as
a going concern and to maintain an optimal capital structure so as to maximise shareholder value.
The capital structure of the Group consists of equity attributable to owners of the Company, in the
form of issued capital, translation reserve and accumulated losses as disclosed in the statement
of changes in equity, and limited borrowing.

The Group monitors capital based on a debt-to-adjusted capital ratio. This ratio is calculated as
net debt divided by adjusted capital. Net debt is calculated as total debt less cash and bank
balances. Adjusted capital comprises all components of equity. The Group’s overall strategy
remains unchanged from prior financial year.

The Group is not subject to any externally imposed capital requirements.
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29 LIST OF SUBSIDIARIES

Name of subsidiary and Interest and
country of voting power held
incorporation/operation Principal activity by the Group
2019 2018
% %
SP Resources International Pte. Ltd. Trading and marketing of 100 100
(Singapore) @ industrial products
SP Global International Pte. Ltd. Distribution of 100 100
(Singapore) @ consumer products
Globaltraco International Pte Ltd Distribution of tyres 100 100
(Singapore) @)
SP Performance Pte. Ltd. Investment holding 100 100
(Singapore) @
Performance Retreads Sdn. Bhd. . Retreading of tyres 100 100
(Malaysia) (®)
SP Energy Pte. Ltd. Investment holding 100 ' 100

(Singapore) @

SP Mining & Engineering Pte. Ltd. Investment holding 100 100
(Singapore) @)

PT. SP Mining & Engineering Engineering contractor 100 100
(Indonesia) ©

SP-Global Hong Kong Limited Investment holding 100 100
(Hong Kong) @

(a)
(b)
()
(d)

Audited by Deloitte & Touche LLP, Singapore.
Audited by overseas practice of Deloitte Touche Tohmatsu Limited in Malaysia.
Audited by member firm of BDO International Limited in Indonesia.

Audited by Deloitte & Touche LLP, Singapore and overseas practice of Deloitte Touche Tohmatsu
Limited in Hong Kong.

Compliance with Rule 1207(6) of the SGX~-ST Listing Manual

The Board of Directors and the Audit and Risk Committee, having reviewed the adequacy of the resources
and experience of Deloitte & Touche LLP, the audit engagement partner assigned to the audit, their other
audit engagements, the size and complexity of the Group, and the number and experience of supervisory
and professional staff assigned to the audit, were satisfied that the Group had complied with Rules 712
and 715 of the SGX-ST Listing Manual.
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