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INDEPENDENTAUDITOR’SREPORT

TotheMembersofSBIOffshoreLimited

ReportontheAuditoftheFinancialStatements

Opinion

WehaveauditedthefinancialstatementsofSBIOffshoreLimited(the“Company”)andits
subsidiaries(the“Group”),whichcomprise:

 theconsolidatedstatementoffinancialpositionoftheGroupandthestatementof
financialpositionoftheCompanyasat31December2018;

 the consolidated statementofcomprehensive income,consolidated statementof
changesinequity,andconsolidatedstatementofcashflowsoftheGroupandthe
statementofchangesinequityoftheCompanyforthefinancialyearthenended;and

 notestothefinancialstatements,includingasummaryofsignificantaccountingpolicies.

Inouropinion,theaccompanyingconsolidatedfinancialstatementsoftheGroupandthe
statementoffinancialpositionandstatementofchangesinequityoftheCompanyareproperly
drawnupinaccordancewiththeprovisionsoftheCompaniesAct,Chapter50(the“Act”)and
SingaporeFinancialReportingStandards(International)(“SFRS(I)s”)soastogiveatrueandfair
view oftheconsolidatedfinancialpositionoftheGroupandthefinancialpositionofthe
Companyasat31December2018,andoftheconsolidatedfinancialperformance,consolidated
changesinequityandconsolidatedcashflowsoftheGroupandthechangesinequityofthe
Companyforthefinancialyearendedonthatdate.

BasisforOpinion

WeconductedourauditinaccordancewithSingaporeStandardsonAuditing(“SSA”).Our
responsibilitiesunderthosestandardsarefurtherdescribedintheAuditor’sResponsibilitiesfor
theAuditoftheFinancialStatementssectionofourreport.WeareindependentoftheGroupin
accordance with the Accounting and Corporate Regulatory Authority (“ACRA”)Code of
ProfessionalConductandEthicsforPublicAccountantsandAccountingEntities(“ACRACode”)
togetherwiththeethicalrequirementsthatarerelevanttoourauditofthefinancialstatements
inSingapore,andwehavefulfilledourotherethicalresponsibilitiesinaccordancewiththese
requirementsandtheACRA Code.Webelievethattheauditevidencewehaveobtainedis
sufficientandappropriatetoprovideabasisforouropinion.

KeyAuditMatters

Keyauditmatters are those matters that,in ourprofessionaljudgement,were ofmost
significanceinourauditofthefinancialstatementsofthecurrentperiod.Thesematterswere
addressedinthecontextofourauditofthefinancialstatementsasawhole,andinformingour
opinionthereon,andwedonotprovideaseparateopiniononthesematters.



1 Disposalofleaseholdpropertyandrelatedlandleaseprepayment(“Property”)
heldbyaChinasubsidiary,JiangyinSBIOffshoreEquipmentCo.,Ltd.(“JSBI”)

KeyAuditMatter

AsdisclosedinNote17tothefinancialstatements,thedisposalofthePropertywascompleted
duringthefinancialyearandtheGroupreceivedcashproceedsofRMB15,129,000(equivalentto
US$2,273,000),netofcommission,relevanttaxes and transaction fee ofRMB2,871,000
(equivalenttoUS$439,000).

Wedraw yourattentiontoNote30tothefinancialstatementswhereitisdisclosedthatthe
CompanyreceivedaNoticeofCompliancedated21December2018(the“Notice”)from the
SingaporeExchangeRegulationPteLtd(“SGXRegCo”)andaspecialauditorwasappointedon
21March2019toinvestigateseveralmattersinrelationtothedisposaloftheProperty.Asat
thedateofthesefinancialstatements,thespecialauditisongoingandhasnotbeenconcluded.

WehavedeterminedthistobeakeyauditmatterasthedisposalofthePropertyisasignificant
transactioncompletedduringthefinancialyear.

RelatedDisclosures

RefertoNote17andNote30tothefinancialstatements.

AuditResponse

Ourproceduresincluded,amongstothers,thefollowing:

 Recomputedmanagement’scalculationforthelossondisposalofPropertybycomparing
theoverallnetcashproceedsagainstthecarryingvalueofthePropertyandcheckedthe
receiptofcashproceedsbyJSBIagainstbankadvice;

 ReadmanagementandtheBoard’sresponsestothequeriesraisedbySGXRegCoas
announcedon20December2018;

 Held discussionswith theBoard,managementand componentauditorsofJSBIto
understand theirassessmentofthe matters raised in the Notice.In this regard,
managementandtheBoardhaveassessedthatthedisposalofthePropertyhasbeen
appropriatelyaccountedforasthedisposalwasmadetoathirdpartyonacommercial
basisandtheconsiderationofRMB18millionwasarrivedonawillingbuyerwillingseller
basis;

 Assessedthereasonablenessofmanagement’sjudgementsontherequirementsof
SFRS(I)stoevaluatewhetherprovisionshouldbemadeforpossiblebreachesofrules,
lawsandregulations.Inthisregard,noprovisionhasbeenmadeasthespecialauditis
ongoingandhasnotbeenconcludedanditisprematuretoascertainifthereareany
potentialpenaltiesandlegalimplicationspriortotheconclusionofthespecialaudit;and

 Assessedtheadequacyoftherelateddisclosurenotestothefinancialstatements.



EmphasisofMatter

Wedraw attentiontoNote29tothefinancialstatementswhichindicatesthattheBoardhas
appointedanindependentreviewerinMay2018toundertakeareviewofthematter(s)thatmay
havegivenrisetotheunauthorisedwrite-offin2015relatingtoareceivableofRMB17.3million
from JSBItotheCompany.Asofthedateofthesefinancialstatements,thereview bythe
independentreviewerisongoingandhasnotbeenconcluded.

Ouropinionisnotmodifiedinrespectofthismatter.

OtherInformation

Managementisresponsiblefortheotherinformation.Theotherinformationcomprisesthe
informationincludedintheannualreport,butdoesnotincludethefinancialstatementsandour
auditor’sreportthereon.

Ouropiniononthefinancialstatementsdoesnotcovertheotherinformationandwedonot
expressanyform ofassuranceconclusionthereon.

Inconnectionwithourauditofthefinancialstatements,ourresponsibilityistoreadtheother
informationand,indoingso,considerwhethertheotherinformationismateriallyinconsistent
withthefinancialstatementsorourknowledgeobtainedintheauditorotherwiseappearstobe
materiallymisstated.If,basedontheworkwehaveperformed,weconcludethatthereisa
materialmisstatementofthisotherinformation,wearerequiredtoreportthatfact.Wehave
nothingtoreportinthisregard.

ResponsibilitiesofManagementandDirectorsfortheFinancialStatements

Managementisresponsibleforthepreparationoffinancialstatementsthatgiveatrueandfair
viewinaccordancewiththeprovisionsoftheActandSFRS(I)s,andfordevisingandmaintaining
asystem ofinternalaccountingcontrolssufficienttoprovideareasonableassurancethat
assetsaresafeguardedagainstlossfrom unauthoriseduseordisposition;andtransactionsare
properlyauthorisedandthattheyarerecordedasnecessarytopermitthepreparationoftrue
andfairfinancialstatementsandtomaintainaccountabilityofassets.

Inpreparingthefinancialstatements,managementisresponsibleforassessingtheGroup’s
abilityto continueasagoingconcern,disclosing,asapplicable,mattersrelatedto going
concernandusingthegoingconcernbasisofaccountingunlessmanagementeitherintendsto
liquidatetheGrouportoceaseoperations,orhasnorealisticalternativebuttodoso.

Thedirectors’responsibilitiesincludeoverseeingtheGroup’sfinancialreportingprocess.

Auditor’sResponsibilitiesfortheAuditoftheFinancialStatements

Ourobjectivesaretoobtainreasonableassuranceaboutwhetherthefinancialstatementsasa
wholearefreefrom materialmisstatement,whetherduetofraudorerror,andtoissuean
auditor’sreportthatincludesouropinion.Reasonableassuranceisahighlevelofassurance,
butisnotaguaranteethatanauditconductedinaccordancewithSSAswillalwaysdetecta
materialmisstatementwhenitexists.Misstatementscanarisefrom fraudorerrorandare
consideredmaterialif,individuallyorintheaggregate,theycouldreasonablybeexpectedto
influencetheeconomicdecisionsofuserstakenonthebasisofthesefinancialstatements.



Auditor’sResponsibilitiesfortheAuditoftheFinancialStatements(Continued)

AspartofanauditinaccordancewithSSAs,weexerciseprofessionaljudgementandmaintain
professionalscepticism throughouttheaudit.Wealso:

 Identifyand assesstherisksofmaterialmisstatementofthefinancialstatements,
whetherduetofraudorerror,designandperform auditproceduresresponsivetothose
risks,andobtainauditevidencethatissufficientandappropriatetoprovideabasisfor
ouropinion.Theriskofnotdetectingamaterialmisstatementresultingfrom fraudis
higherthan forone resulting from error,as fraud may involve collusion,forgery,
intentionalomissions,misrepresentations,ortheoverrideofinternalcontrol.

 Obtainanunderstandingofinternalcontrolrelevanttotheauditinordertodesignaudit
procedures thatare appropriate in the circumstances,butnotforthe purpose of
expressinganopinionontheeffectivenessoftheGroup’sinternalcontrol.

 Evaluatetheappropriatenessofaccountingpoliciesusedandthereasonablenessof
accountingestimatesandrelateddisclosuresmadebymanagement.

 Concludeontheappropriatenessofmanagement’suseofthegoingconcernbasisof
accountingand,basedontheauditevidenceobtained,whetheramaterialuncertainty
existsrelatedtoeventsorconditionsthatmaycastsignificantdoubtontheGroup’s
abilitytocontinueasagoingconcern.Ifweconcludethatamaterialuncertaintyexists,
wearerequiredtodrawattentioninourauditor’sreporttotherelateddisclosuresinthe
financialstatementsor,ifsuchdisclosuresareinadequate,tomodifyouropinion.Our
conclusionsarebasedontheauditevidenceobtaineduptothedateofourauditor’s
report.However,futureeventsorconditionsmaycausetheGrouptoceasetocontinueas
agoingconcern.

 Evaluatetheoverallpresentation,structureand contentofthefinancialstatements,
includingthedisclosures,andwhetherthefinancialstatementsrepresenttheunderlying
transactionsandeventsinamannerthatachievesfairpresentation.

 Obtainsufficientappropriateauditevidenceregardingthefinancialinformationofthe
entitiesorbusinessactivitieswithintheGrouptoexpressanopinionontheconsolidated
financialstatements.Weareresponsibleforthedirection,supervisionandperformance
ofthegroupaudit.Weremainsolelyresponsibleforourauditopinion.

Wecommunicatewiththedirectorsregarding,amongothermatters,theplannedscopeand
timingoftheauditandsignificantauditfindings,includinganysignificantdeficienciesininternal
controlthatweidentifyduringouraudit.

Wealsoprovidethedirectorswithastatementthatwehavecompliedwithrelevantethical
requirementsregardingindependence,andtocommunicatewiththem allrelationshipsand
othermattersthatmayreasonablybe thoughtto bearon ourindependence,and where
applicable,relatedsafeguards.

From thematterscommunicatedwiththedirectors,wedeterminethosemattersthatwereof
mostsignificanceintheauditofthefinancialstatementsofthecurrentperiodandaretherefore
thekeyauditmatters.Wedescribethesemattersinourauditor’sreportunlesslaworregulation
precludespublicdisclosureaboutthematterorwhen,inextremelyrarecircumstances,we
determinethatamattershould notbecommunicated inourreportbecausetheadverse
consequencesofdoing so would reasonablybeexpected to outweighthepublicinterest
benefitsofsuchcommunication.



ReportonOtherLegalandRegulatoryRequirements

Inouropinion,theaccountingandotherrecordsrequiredbytheActtobekeptbytheCompany
andbythosesubsidiarycorporationsincorporatedinSingaporeofwhichwearetheauditors
havebeenproperlykeptinaccordancewiththeprovisionsoftheAct.

Theengagementpartnerontheauditresultinginthisindependentauditor’sreportis
AdrianLeeYu-Min.

BDOLLP
PublicAccountantsand
CharteredAccountants

Singapore
3April2019



Extractedfrom Note29totheAuditedFinancialStatementsofSBIOffshoreLimitedforthefinancial
yearended31December2018.

UpdateonreceivableofRMB17.3millionfrom aChinasubsidiary,JiangyinSBIOffshoreEquipmentCo.,
Ltd.(“JSBI”)andrecoverabilityofthesaidamount

AsannouncedbytheCompanyon28February2018,theBoardwasmadeawarebyitsauditorsofa
differencebetweentheaudited2015accountsoftheCompanyandthoseoftheCompany’swholly-owned
subsidiary,JSBI,incorporatedinthePRC.

BasedontheBoard’sreview,thedifferencearosebecausetherewasanamountofRMB17.3million
(equivalenttoUS$2.65million)payablebyJSBItotheCompany(“JSBIPayables”)thatwaswrittenoffin
theaudited2015PRC financialstatementsofJSBIforstatutoryandtaxfilingpurposeswithoutthe
authorisationoftheBoard(the“Write-off”).WhilsttheWrite-offwasmadeintheauditedPRCfinancial
statements,theWrite-offwasnotmadeoradjustedforintheJSBI’saccountingrecordstodate.Hence,the
intercompanybalancescouldbeandwereeliminatedonconsolidationfortheGroup’sfinancialstatements
in2015and2016.

TheBoardhasdeterminedthatthereisnobasisfortheunauthorisedWrite-offastherewerenorecordsof
minutesorBoardresolutionspassedtoapprovetheWrite-offandtheBoardwillseektoreversethewritten
offamount.

AfterconsultationwiththePRCtaxadvisors,shouldthewrittenoffamountbereversedinJSBI’saudited
financialstatements,thePRCtaxauthoritiesmightdeem theRMB17.3millionasincomeofJSBIand
imposeavalueaddedtax(“VAT”)of17%(approximatelyRMB2.5millionontheVATexclusiveamountof
RMB14.8million)astheRMB17.3millionarosefrom thereceiptsofmoniesbyJSBIonbehalfofthe
Company.

Accordingly,aprovisionofRMB2.5million(equivalenttoUS$373,000)forpotentialtax-relatedliabilities
hasbeenrecordedintheGroup’sfinancialstatementsfortheyearended31December2017.TheBoard
hasassessed and determined thatno furtherprovision isrequired forthefinancialyearended 31
December2018basedontheirconsultationwiththePRCtaxadvisors.

BasedonmanagementandtheBoard’sassessment,savefortheprovisionsforpotentialtaxexposureand
possibilityoffurtherprovisionsforpotentialtaxpenaltiesandlegalimplications(asdetailedbelowunder
“Contingentliabilities”)whichmayberequiredtoberecordedatJSBIortheCompany:

 TheWrite-offhadnotresultedinanymaterialdirectfinanciallosstotheGroupandCompany;

 TheGroup’sfinancialstatementsforthecurrentandpriorfinancialyearsarenotmaterially
misstatedastheintercompanybalanceswereeliminatedonconsolidation;and

 Theamountreceivablefrom JSBIofRMB17.3millionrecognisedintheCompany’sfinancial
statementsarerecoverableandsupportedbytherecoverableamountsofJSBI’snetassets
comprisingmainlycashheldbyJSBI,arisingfrom thenetcashproceedsreceivedfrom thesaleof
theleaseholdpropertyandrelatedlandleaseprepaymenttoathirdpartyasdisclosedinNote17
tothefinancialstatements.

Contingentliabilities

AsannouncedbytheCompanyon25May2018,inconsultationwiththeCompany’ssponsorandSGX-ST,
theBoardhasappointedKordaMenthaPteLtdastheindependentreviewer(“IndependentReviewer”)to
undertakeareviewofthematter(s)thatmayhavegivenrisetotheunauthorisedWrite-offin2015,inter-alia,
breachesinrules,lawsandregulationsaswellaslapsesincontrol.Thescopeoftheindependentreview
willincludeinter-aliareviewingthenatureandcircumstancesoftheunauthorisedWrite-Offin2015,
assessingthefinancialimpact,identifyinganylapsesorweaknessesininternalcontrol,breachesinrules,
lawsandregulations,andmakingtheappropriaterecommendations.

Asatthedateofthesefinancialstatements,noprovisionhasbeenmadeforpotentialtaxpenaltiesand
legalimplicationsasthereviewbytheIndependentReviewerisongoingandhasnotbeenconcluded.


