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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

The Directors present their report and the audited financial statements of Noble Group Limited (“the 

Company”) and its subsidiaries (together “the Group”) for the year ended 31 December 2017 (the “year”). 

 

Principal activities 

The principal activities of the Company comprise investment holding and trading.  

 

During the year, the principal activities of the Company’s subsidiaries, joint ventures and associates comprise 

managing a global supply chain of industrial and energy products, and managing a diversified portfolio of 

essential raw materials, integrating the sourcing, marketing, processing, financing and transportation of those 

materials.  

 

During the year, the Group owned and managed a portfolio of strategic assets, with interests in coal and iron 

ore mines, fuel terminals and storage facilities, vessels and other key infrastructure facilities.  

 

Results and dividends 

The Group’s result for the year ended 31 December 2017 and the state of affairs of the Company and the 

Group at that date are set out in the financial statements on pages 28 to 168. 

 

No dividend is proposed in respect of the year ended 31 December 2017. 

 

Property, plant and equipment 

Details of movements in the property, plant and equipment of the Group are set out in note C2.3 to the financial 

statements. 

 

Subsidiaries 

Particulars of the Company’s principal subsidiaries are set out in note E1 to the financial statements. 

 

Joint ventures 

Particulars of the Group’s joint ventures are set out in note C4.3 to the financial statements. 

 

Associates 

Particulars of the Group’s associates are set out in note C4.5 to the financial statements. 

 

Bank debts 

Details of the bank debts of the Group are set out in note D3.2 to the financial statements. 

 

Share capital 

Details of movements in the Company’s share capital during the year are set out in note D5.2 to the financial 

statements. 

 

Material interests in contracts of significance  

None of the Chief Executive Officer, Directors or controlling shareholders had a material interest in any 

contract of significance to the business of the Group or any loan agreement to which the Company or any of 

its subsidiaries was a party at any time during the year. 
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Board of Directors  

The Directors of the Company during the year were as follows:  

 

Richard Samuel Elman, Founder and Chairman Emeritus 

Paul Jeremy Brough, Chairman 

David Gordon Eldon, Vice Chairman 

William James Randall, Chief Executive Officer  

Jeffrey Scott Frase, Co-Chief Executive Officer(5) 

Bao Jianmin (1) 

Iain Ferguson Bruce (2) 

Robert Tze Leung Chan (3) 

Irene Yun Lien Lee (2)  

Ma Wenyan (1)(6) 

Richard Paul Margolis (2) 

Peter James O’Donnell (1)(4) 

Christopher Dale Pratt 

David Yeow 

Yu Xubo (2)  

Zhang Shoulin (2) 

 
(1) Appointed on 11 May 2017 
(2) Resigned on 11 May 2017 

(3) Retired on 28 April 2017 

(4) Resigned on 20 June 2017 
(5) Resigned on 13 November 2017 
(6) Resigned on 11 January 2018 

 

Messrs. David Gordon Eldon, and Christopher Dale Pratt, being the Directors longest in office since their last 

re-election, will retire by rotation at the forthcoming Annual General Meeting in accordance with the 

Company's Bye-law 86, which requires one-third of the Directors to retire from office by rotation at each 

Annual General Meeting. Mr. Bao Jianmin will retire pursuant to Bye-law 85(2). Messrs. Christopher Dale 

Pratt and Bao Jianmin will offer themselves for re-election at the forthcoming Annual General Meeting. Mr. 

David Gordon Eldon will not offer himself for re-election.  
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Directors’ interests in securities   

As at 21 January 2018, the Directors who held office as at 31 December 2017 had the following interests in 

the securities of the Company: 

 

Number of shares of HK$2.50 each held:  

  Direct Deemed Total 

Name of Director Notes Interest Interest Interest 

Richard Samuel Elman 1 - 243,116,286 243,116,286 

William James Randall 2 6,474,881 344,080 6,818,961 

Christopher Dale Pratt 3 40,000 - 40,000 

David Yeow 3 2,000 - 2,000 

 

Notes: 

1. Mr. Elman has an aggregate deemed interest in 243,116,286 shares which are held by Noble Holdings 

Limited (“NHL”) or in which NHL is deemed to have an interest. NHL is a company registered in 

Bermuda and is beneficially wholly-owned by a discretionary trust, the beneficiaries of which include 

the children of Mr. Elman but not Mr. Elman himself.  

 

2. Mr. Randall has an aggregate interest in 6,818,961 shares comprising (i) a direct interest in 6,474,881 

shares which are registered in the name of a nominee for the benefit of Mr. Randall and Simone 

Lourey; and (ii) a deemed interest in 344,080 shares held by a trust for the benefit of Mr. Randall. As 

at 31 December 2017, the number of outstanding share options and share awards granted to Mr. 

Randall was 7,243,547 and 995,234 respectively. 

 

3. These shares are registered in the name of nominees.     

 

4. As at 31 December 2017, the number of outstanding share options granted to Mr. David Gordon Eldon 

was 119,616.   

 

5. During the year, no share awards were granted under the Noble Group Performance Share Plan 

(“PSP”), as set out in note E5 to the financial statements.  
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance 

 

During the year, the Company's strategic focus continues to be on retaining maximum flexibility as it moves 

to realign its businesses around its core geographies and franchises. A key part of this strategy will continue 

to be to simplify the management of the Group which, consequently, also enables us to realign Board 

responsibilities. 

 

The Directors are committed to maintaining a high standard of corporate governance within the Group. Good 

corporate governance establishes and maintains a legal and ethical environment in the Group which strives to 

promote the interests of all shareholders. The Directors are aware that, due to the present circumstances, the 

Company is not in full compliance with the principles and guidelines set out in the Singapore Exchange 

Securities Trading Limited (“SGX”) Code of Corporate Governance 2012 (the “Code of Corporate 

Governance”). Where applicable, the Company has established various self-regulatory and monitoring 

mechanisms to ensure that effective corporate governance is practiced. The Company believes that it is in 

compliance in all material respects with the Code of Corporate Governance and has endeavored to mitigate 

those areas where it is not. The following describes the Company’s corporate governance processes and 

activities. 

 

1. Board of Directors (Principle 1 and Principle 2 of the Code of Corporate Governance)  

 

Key information regarding the Directors is provided in the “Directors’ biographies” section below. 

Details of the number of Board and certain Committee meetings held during the year ended 31 

December 2017 and the attendance of each Board member at those meetings are set out below. 

 

The Board comprises 7 Directors at the date of this report, 3 of whom are Independent Non-Executive 

Directors, whose objective judgment on corporate affairs and collective experience is valuable to the 

Group. Guideline 2.1 of the Code of Corporate Governance recommends that at least one-third of the 

Board should be independent. Guideline 2.2 of the Code also recommends that, where the Chairman 

of the Board is not an independent director, at least half of the Board should be independent. In this 

regard, the Nominating Committee is of the view that although the Independent Directors do not 

currently make up half the Board, all of the Directors have debated vigorously on the subject matters 

tabled at the Board meetings held during the year ended 31 December 2017, regardless of whether 

they were independent or not. Also, the Company's strategic focus continues to be on retaining the 

maximum flexibility as it moves to re-align its businesses around its core geographies and franchises. 

A key part of this strategy will continue to be to simplify the management of the Group which, 

consequently, also enables the Company to re-align Board responsibilities. Subject to the foregoing, 

the Board continues to review the composition of independent directors on the Board with a view that, 

assuming the Chairman remains non-independent, independent directors will make up at least half of 

the Board. 

 

The Board is of the view that its size is appropriate, taking into account the nature and scope of 

operations of the Group. The Directors as a group provide core competencies such as accounting or 

finance, legal, business or management experience, industry knowledge, strategic planning experience 

and customer-based experience or knowledge. 

 

The Non-Executive Directors’ role, amongst others, is to constructively challenge and help develop 

proposals on strategy, review the performance of management in meeting agreed goals and objectives, 

and monitor the reporting of performance. 

 

The following are the Executive, Non-Executive and Independent Non-Executive Directors of the 

Company at the date of this report. 
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance (continued) 

1. Board of Directors (continued)  

 

 Executive Directors 

 Paul Jeremy Brough, Chairman  

 William James Randall, Chief Executive Officer  

 

 Non-Executive Directors 

 Richard Samuel Elman, Founder and Chairman Emeritus 

 Bao Jianmin  

  

 Independent Non-Executive Directors 

 David Gordon Eldon, Vice Chairman 

 Christopher Dale Pratt 

 David Yeow 

 

The Independent Directors make up over one-third of the Board.  

 

Guideline 3.3 of the Code of Corporate Governance recommends that a lead independent director 

should be appointed where the Chairman is not an independent director. The Board is not making such 

an appointment as it is of the opinion that based on past experience, it is remote and unlikely that 

shareholders would be unable to relate or resolve their concerns through the normal channel of the 

Chairman or CEO, or to communicate with the independent directors if they wished to do so. 

 

Independence: Save for Mr. David Gordon Eldon,  none of the Independent Non-Executive Directors 

has served on the Board for more than nine years. As part of its annual review of the Board, the 

Nominating Committee has conducted a particularly rigorous review of the performance of the 

Director, giving particular consideration to the Director’s competencies, commitment, contribution 

and performance, both at and outside Board and Committee meetings; and whether the Director has 

been able, and will in future be able, to devote sufficient time and attention to discharging his duties 

in an independent and impartial manner as a Director, taking into account his other Board 

representations or other commitments (both voluntary and remunerated). Mr. David Gordon Eldon, 

an Independent Non-Executive Director who has served on the Board for more than nine years, will 

retire by rotation at the forthcoming Annual General Meeting and will not offer himself for re-election. 

Accordingly, the Nominating Committee has not conducted any review of his performance as he will 

cease to be a Director of the Company following the Annual General Meeting.  

 

Proceedings (Principle 6 of the Code of Corporate Governance): The Board meets regularly to oversee 

the business affairs of the Group. To assist the Board in discharging its duties, papers are provided to 

Directors in a timely manner before each meeting. Routine items include briefings on the Group’s 

financial results which are released quarterly; presentations from business units, Treasury, Risk, and 

other support functions; and reports from the Chairmen of the respective Board Committees on those 

proceedings. Regular reports are also received from the Chairman and the Chief Executive Officer, 

and discussions held throughout the year on strategic matters. 
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance (continued) 

1. Board of Directors (continued) 

 

Access (Principle 6 of the Code of Corporate Governance): All Directors have unrestricted access to 

the Group’s records and information through requests for further explanations, briefings and informal 

discussions on the Group’s operations or business issues from management. The Board has separate 

and independent access to the Company’s senior management. The Directors are updated on changes 

to the SGX regulations and other regulatory and statutory requirements as required. 

 

The Directors have separate and independent access to the Company Secretary, Ms. Chee Ying Lim. 

The Company Secretary is responsible for ensuring that all Board procedures are followed and, 

together with key management staff, assists with ensuring that the Company complies with applicable 

requirements, rules and regulations. Under the direction of the Chairman, the Company Secretary’s 

responsibilities include ensuring good information flows within the Board and its committees and 

between senior management and Non-Executive Directors, as well as facilitating orientation and 

assisting with professional development as required. The appointment and removal of the Company 

Secretary is a matter for the Board as a whole. There are also in place procedures for Directors to take 

independent professional advice at the Company’s expense. 

 

Induction: The Company has an induction programme for newly appointed Directors to ensure that 

they meet with key executives, and are familiar with the Group structure and the Company’s 

businesses and operations. Upon the appointment of a Director, the Company provides a formal letter 

to the Director setting out various administrative matters, and the Director’s duties, obligations and 

expected time commitment. 

 

Training: Ad hoc presentations to Directors are arranged as required to coincide with scheduled 

meetings; briefings on various matters are routinely delivered at Board meetings. The Company 

facilitates off-site training for its Directors through attending external courses and seminars to update 

them on applicable new laws, regulations and changing commercial risks as needed. 
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance (continued) 

1. Board of Directors (continued) 

 

Meetings: The Board held twenty-one Board meetings during the year ended 31 December 2017. The 

Company’s bye-laws provide for Directors to participate in Board meetings by telephone conference, 

power of attorney and similar communication methods, and for Board resolutions to be passed in 

writing, including by electronic means. The Directors' attendance at Board meetings, and at Audit 

Committee, Remuneration and Options Committee, and Nominating Committee meetings (being the 

three Committees recommended under the Code of Corporate Governance), during the year ended 31 

December 2017, were as follows:  

 

 Board Audit 

Committee 

Remuneration and 

Options 

Committee 

Nominating 

Committee 

Number of meetings 21 7 3 4 

Richard Samuel Elman 21 * 3 * 

Paul Jeremy Brough 21 7 3 2 (c) 

William James Randall  21 * * * 

Jeffrey Scott Frase (f) 17 * * * 

Bao Jianmin (c) 16 * * * 

Iain Ferguson Bruce (d) 4 4 * * 

Robert Tze Leung Chan (b) 4 * 1 * 

David Gordon Eldon 21 * * 4 

Irene Yun Lien Lee (d) 5 4 * 2 

Ma Wenyan (c)(g) 16 3 * * 

Richard Paul Margolis (d) 5 * * 2 

Peter James O’Donnell (c)(e) 3 * * * 

Christopher Dale Pratt 21 7 3 1 (a) 

David Yeow 21 7 * 4 

Yu Xubo (d) 1 * * * 

Zhang Shoulin (d) 3 3 * * 

 

   * Not applicable 

 (a) Appointed on 20 February 2017 and stepped down on 11 May 2017  

(b) Retired on 28 April 2017 

(c) Appointed on 11 May 2017  

 (d) Resigned on 11 May 2017 

 (e) Resigned on 20 June 2017 

 (f) Resigned on 13 November 2017 

(g) Resigned on 11 January 2018 

 

The Board, the Nominating Committee, and the Remuneration and Options Committee also 

considered various matters by Resolution in Writing throughout the year.   
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance (continued) 

1. Board of Directors (continued) 

 

Chairman and Chief Executive Officer (“CEO”) (Principle 3 of the Code of Corporate Governance): 

The posts of Chairman and CEO were held by separate persons throughout the year, who were not 

related to each other. 

 

The Board has agreed the division of responsibilities between the Chairman and CEO. The Chairman’s 

responsibilities include leadership of the business of the Group, and ensuring timely reporting to, and 

effective communication with, investors; leadership of the Board and Board proceedings; ensuring 

that all Directors are properly briefed on issues arising at Board meetings and that they receive 

accurate, timely and clear information; and ensuring, through the Board and the Company Secretary, 

that good corporate governance practices and procedures are followed. 

 

 The CEO’s responsibilities include leadership of the management function, and day to day operations 

of the Group; implementing Board approved strategies and objectives; developing long term Group 

strategies for endorsement by the Chairman and approval by the Board; regularly reporting to the 

Board on the financial performance of the Group and adequacy of liquidity and capital; and monitoring 

and reviewing the effectiveness of the risk management function, and the operations of the Executive 

Capital and Risk Committee. The CEO reports to the Chairman. 

 

Committees: The Board has established Audit, Nominating, and Remuneration and Options 

Committees (in accordance with the Code of Corporate Governance), and Corporate Governance, 

Investment and Capital Markets, and Risk Committees. Further details on each Committee are 

contained in the Company’s website. 

 

Appointments and Reappointments (Principle 4 of the Code of Corporate Governance): The process 

by which a new Director is identified includes the Nominating Committee each year reviewing the 

structure, size and composition (including the skills, knowledge and experience) required of the Board, 

and making recommendations as appropriate to the Board with regard to any changes which may be 

required, and by the Chairman consulting individually with Directors on possible candidates. 

Particulars of any proposed appointment are considered by the Nominating Committee, which submits 

a recommendation to the Board for consideration. 

 

The Nominating Committee also makes recommendations to the Board on Directors’ seeking re-

election at General Meetings, having regard to their performance and ability to continue to contribute 

to the Board in the light of the knowledge, skills and experience required including, if applicable, as 

an Independent Non-Executive Director.  
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance (continued) 

1. Board of Directors (continued) 

 

The following is a table reflecting the date Directors were initially/first appointed and last re-

elected/reappointed: 

 

 

 

Directors 

 

Date of initial/first 

appointment as director 

Date of last  

re-election/ 

reappointment as director 

Richard Samuel Elman  6 April 1994 14 April 2016 

Paul Jeremy Brough  6 May 2015 14 April 2016 

William James Randall 6 February 2012 28 April 2017 

Bao Jianmin (a)* 11 May 2017 - 

David Gordon Eldon # 1 January 2007 14 April 2016 

Christopher Dale Pratt * 3 June 2014 17 April 2015 

David Yeow 14 July 2015 14 April 2016 

 

(a) Appointed on 11 May 2017 

 

* will offer himself for re-election at the forthcoming Annual General Meeting. 

# will retire by rotation at the forthcoming Annual General Meeting and will not offer himself for 

re-election. 

 

Assessments (Principle 5 of the Code of Corporate Governance): Evaluation of the performance of 

the Board is conducted by each Director completing a questionnaire containing a wide range of 

questions. The results are considered by the Nominating Committee, and submitted to the Board for 

consideration, together with any recommendations on changes that may be required. 

 

A similar performance assessment is conducted on the Audit, Nominating, and Remuneration and 

Options Committees. 

 

The individual performance of Directors is assessed each year by the Chairman, taking into 

consideration each Director’s knowledge of the Group’s businesses, attendance at Board meetings, 

time commitment to the Group’s business, contributions to Board proceedings and comprehension of 

issues considered, contributions made outside Board meetings, overall involvement with the Group’s 

activities, and competencies provided to the Board and the Group as a whole.   

 

Other directorships (Principle 4 of the Code of Corporate Governance): The Board does not feel that 

it is appropriate or necessary to set a limit on the number of listed company board appointments which 

Directors may hold. Each Director will be expected to devote sufficient time as is necessary to 

discharge his or her duties as a Director, and circumstances surrounding a Director’s available time to 

devote to the Group’s business will vary from person to person. 

 

Furthermore, the annual evaluation of a Director’s performance will take into account the Director’s 

contribution both at and outside Board and Committee meetings, and time spent on the Group’s 

business; a Director’s other directorships and principal commitments will also be taken into account.   
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance (continued) 

2. Audit Committee (Principle 12 of the Code of Corporate Governance) 

 

The Audit Committee was comprised of four Directors as at 31 December 2017, the majority of whom,  

are Independent Non-Executive Directors,  and all of whom (save for Mr. Paul Jeremy Brough) are 

Non-Executive Directors. The Chairman of the Audit Committee has recent and relevant accounting 

or related financial management expertise or experience, as recommended by the Code of Corporate 

Governance. The members of the Audit Committee as at 31 December 2017 were Mr. Paul Jeremy 

Brough (Chairman), Mr. Ma Wenyan, Mr. Christopher Dale Pratt, and Mr. David Yeow. 

 

Guideline 12.1 of the Code of Corporate Governance recommends that all of the members of the audit 

committee should be non-executive directors. Notwithstanding the foregoing, the Board is of the view 

that Mr. Brough has extensive expertise and experience in accounting and financial management, and 

provides valuable input into the deliberations and decisions of the Audit Committee. It may also be 

noted that Mr. Brough was appointed as Chairman to take charge of reviewing strategic alternatives 

in May 2017 as part of the strategic review undertaken by the Company and in connection with the 

re-alignment of the responsibilities of the Board. Mr. Brough had served as an independent non-

executive director of the Company and in that capacity, as chairman of the Audit Committee, until his 

appointment as Chairman of the Company. In the present circumstances, as the Company endeavors 

to complete the restructuring, recruitment of a suitably qualified, experienced independent non-

executive director to chair the audit committee is challenging. The appointment will be addressed once 

the restructuring is completed. 

 

Members keep abreast of changes to accounting standards and issues impacting the financial 

statements by means of briefings from the external auditors, and attendance as required at external 

seminars and conferences. 

 

 The key role of the Audit Committee is to assist the Board in meeting its responsibilities relating to 

financial accounting and reporting obligations; oversight of the external and internal auditors and their 

work; and adequacy of internal controls and the risk management system. 

 

The Committee reviewed the Group’s quarterly results announcements together with the 

corresponding Management Discussion and Analysis, SGX announcements and earnings guidance 

announcements, and any related media releases. It also received and discussed quarterly reports from 

the Group Chief Financial Officer and the external auditors with respect to the quarterly and full-year 

results, prior to their publication. Such reviews included consideration of accounting policies and 

practices, the impact of new accounting standards, and the accounting treatment of any material 

transactions which took place during the year.  

 

The Committee has also reviewed and agreed with the Group Head of Internal Audit the scope and 

timing of the internal audit teams work during the year. The Group Head attends Committee meetings 

at the invitation of the Committee Chairman and reports on the adequacy of the Group’s internal 

financial, operational, compliance and information technology controls and processes. The Committee 

also ensures that a review of the effectiveness of the Group’s internal controls is conducted at least 

annually.  

 

In view of the geographical spread of the Group’s operations and restructuring of its operations the 

Committee also monitors tax risk, assets or provisions held for tax and deferred tax. The Group Chief 

Finance Officer and the external auditors brief the Committee on Group-specific and general tax-

related developments throughout the year. 
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance (continued) 

2. Audit Committee (continued) 

 

In 2017, at the request of the Board, the Committee specifically assessed the following significant 

financial reporting matters: 

 

(i) The governance and internal reporting for long term commodity contracts, together with the 

related accounting policies. This review included an accounting assessment of individual 

material long term contracts and back testing of gains and losses included in the consolidated 

income statement. 

(ii) The ability of the Group to continue as a going concern, based on forecast cash flows from 

the Group’s operations and capital raising initiatives, sources of available liquidity and 

liquidity headroom, and debt maturity profile. 

(iii) Whether impairment indicators existed in relation to the Group’s non-current assets, current 

assets, and long term loans and relevant impairment assessments were appropriately 

performed. This work included a review of the work undertaken by the Group Chief Financial 

Officer and comments from the external auditors.  

  

The Committee and the external auditors agreed the list of significant matters relevant to the financial 

statements as well as the key audit matters identified by the external auditors.   

 

The Committee has reviewed the final draft of the Group’s 2017 audited financial statements and has 

advised the Board that it is satisfied that they are fairly presented and has recommended their adoption.  

 

During the year, the Committee’s deliberations included: 

 

(i) reviewing the annual audit plan of the external auditors; 

(ii) reviewing the results of the external auditors’ examination and its cost effectiveness; 

(iii) reviewing the Company’s quarterly and annual year-end results announcements, the financial 

statements of the Company and the consolidated financial statements of the Group before 

submission to the Board for approval of release of the results announcement to SGX; 

(iv) reviewing the co-operation given by the Company’s officers to the external auditors; 

(v) reviewing the significant financial reporting issues and judgments so as to ensure the integrity 

of the financial statements of the Company and any formal announcements relating to the 

Company’s financial performance; 

(vi) reviewing the adequacy and effectiveness of the Company's internal controls and risk 

management policies and systems; 

(vii) reviewing the effectiveness of the Company's internal audit function; and 

(viii) making recommendations to the Board on the appointment and remuneration of the external 

auditors. 

 

The Audit Committee reviews from time to time arrangements by which staff of the Company and 

any other persons may, in confidence, raise concerns about possible improprieties in matters of 

financial reporting or other matters. The Audit Committee’s objective in this regard is to ensure that 

arrangements are in place for such concerns to be raised and independently investigated, and for 

appropriate follow up actions to be taken. 
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NOBLE GROUP LIMITED 

 

REPORT OF THE DIRECTORS 

 

Corporate Governance (continued) 

2. Audit Committee (continued) 

 

The Audit Committee has explicit authority to investigate any matter within its terms of reference, has 

full access to and co-operation of management, full discretion to invite any Director or executive 

officer to attend its meetings, and has reasonable resources to enable it to discharge its functions 

properly. The Audit Committee meets with the external and internal auditors without the presence of 

management at least once a year. 

 

The Audit Committee, having reviewed all non-audit services provided by the external auditors to the 

Group, is satisfied that the nature and extent of such services would not affect the independence of the 

external auditors. The Audit Committee has recommended to the Board the nomination of the auditors, 

Ernst & Young, for re-appointment at the forthcoming Annual General Meeting of the Company. 

 

3. Remuneration and Options Committee (Principle 7 and Principle 8 of the Code of Corporate 

Governance) 

 

The members of the Remuneration and Options Committee as at 31 December 2017 were Mr. 

Christopher Dale Pratt (Chairman), Mr. Richard Samuel Elman, and Mr. Paul Jeremy Brough. The 

Chairman of the Remuneration and Options Committee is an Independent Non-Executive Director.  

 

Guideline 7.1 of the Code of Corporate Governance recommends that the remuneration committee 

should comprise at least three directors, the majority of whom, including the remuneration committee 

chairman, should be independent, and that all of the members of the remuneration committee should 

be non-executive directors. In the case of Mr. Elman, he has an extensive knowledge of the 

remuneration requirements throughout the diverse operations of the Group, and provides valuable 

input into the remuneration deliberations and decisions of the Committee. In the case of Mr. Brough, 

it may be noted that he was appointed as Chairman to take charge of reviewing strategic alternatives 

in May 2017 as part of the strategic review undertaken by the Company and in connection with the 

re-alignment of the responsibilities of the Board. Prior to this, Mr. Brough had served as an 

independent non-executive director of the Company.  

 

The Committee reviews all matters concerning the remuneration of senior management, including the 

bonus schemes, to ensure that they are competitive and sufficient to attract, retain and motivate 

personnel of the quality required to run the Company successfully.  

 

The Executive Directors are paid a basic salary and a performance-related bonus. The remuneration 

policy for key management executives takes into consideration the Company’s performance and the 

responsibilities and performance of individual key management executives. 

 

 The Company has an incentive remuneration programme, designed to incentivise employees and 

reward those who, in the view of the Committee, among other things demonstrate a sustained 

performance over a number of years, show that they possess skills and abilities which the Company 

values and wishes to encourage, and indicate a potential for higher level promotion. All employees of 

the Group are eligible to participate in this programme, which consists of an annual discretionary 

bonus, the amount and timing of which are determined annually by the Remuneration and Options 

Committee. To further align the financial interests of senior managers with those of shareholders, the 

Company links incentive compensation for senior management primarily to Group and divisional 

earnings. The Company may use additional role-specific measures, such as revenue generation, profit 

margins and building organisational capability, for both senior management and other employees. 

Performance appraisals are conducted for all employees yearly, and performance results are used to 

determine remuneration. Senior managers’ bonuses may be paid partly in cash and partly in Company 

shares or, at their option, wholly in cash.  
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4. Nominating Committee 

 

The members of the Nominating Committee as at 31 December 2017 were Mr. David Gordon Eldon 

(Chairman), Mr. Paul Jeremy Brough, and Mr. David Yeow. The majority of the Committee members, 

including the Chairman (who is not associated with any substantial shareholder), are Independent 

Non-Executive Directors.   

 

The Nominating Committee is responsible for evaluating and making recommendations to the Board 

on all Board appointments and re-appointments. The Committee is also responsible for: 

 

(i) regularly reviewing the structure, size and composition of the Board, and recommending changes 

as necessary; 

(ii) conducting a formal assessment of the effectiveness of the Board and certain Committees, and 

the contribution by each Director to the effectiveness of the Board; 

(iii) considering succession planning of Directors and other senior executives, including the key roles 

of Chairman and Chief Executive Officer;  

(iv) recommending to the Board annually which Directors are independent; and 

(v) determining expected time commitments from Directors in discharging their duties, and 

considering any limitations on listed company board appointments which Directors may hold. 

 

All Directors are required to submit themselves for re-election by shareholders at regular intervals 

pursuant to the provisions of the Company’s bye-laws. 

 

5. Risk Committee (Principle 11 of the Code of Corporate Governance) 

 

The members of the Risk Committee as at 31 December 2017 were Mr. David Gordon Eldon 

(Chairman), Mr. Bao Jianmin, Mr. Paul Jeremy Brough, and Mr. Christopher Dale Pratt. 

 

The Risk Committee provides oversight of, and advice to the Board on, high level risk related matters 

and risk governance issues, other than those relating to financial reporting matters covered by the 

Audit Committee; including, as appropriate, consideration of reputational, political and operational 

risks.  
 

6. Corporate Governance Committee   

  

The members of the Corporate Governance Committee as at 31 December 2017 were Mr. David 

Gordon Eldon (Chairman), Mr. Bao Jianmin, Mr. William James Randall, and Mr. David Yeow. The 

Committee’s primary responsibility is to identify, monitor and implement good corporate governance 

practices and procedures. 
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7. Delegations of authority by the Board to Committees (Principle 1 of the Code of Corporate 

Governance) 

 

 The Board has delegated authority, including financial authorisation and approval limits, to various 

Committees to make decisions on certain Board matters. These include delegation of authority to the 

Audit Committee to approve the appointment and removal of the Head of Internal Audit, and the 

external auditor’s remuneration and terms of engagement; to the Remuneration and Options 

Committee to approve Group remuneration policies and certain individual remuneration packages; 

and to the Investment and Capital Markets Committee to approve certain issues or redemptions of 

debt or equity financing instruments, and investments and disposals. Material transactions and matters 

not covered by these delegations are put to the Board for approval. 

 

8. Disclosure on Remuneration (Principle 9 of the Code of Corporate Governance) 

 

 Directors’ Remuneration during the year 
Remuneration band &  

name of Directors 
Directors’ 

Fees% 
Fixed salary  

% 
Bonus  

% 
Share Incentive  

% 
Benefits in 

kind  

% 

Total

% 

 

S$1,500,000 and above 
Richard Samuel Elman (7) - 66 - - 34 100 

Paul Jeremy Brough (6) 2 97 - - 1 100 

William James Randall - 13 72 14 1 100 

Jeffrey Scott Frase (4) - 4 39 15 42 100 

 

Below S$250,000 
Bao Jianmin (5) -  -  - - - - 

lain Ferguson Bruce (2) 100 - - - - 100 

Robert Tze Leung Chan (1) 100 - - - - 100 

David Gordon Eldon 100 - - - - 100 

Irene Yun Lien Lee (2) 100 - - - - 100 

Ma Wenyan (5)(8) - - - - - - 

Richard Paul Margolis (2) 100 - - - - 100 

Peter James O’Donnell (3) 100 - - - - 100 

Christopher Dale Pratt 100 - - - - 100 

David Yeow 100 - - - - 100 

Yu Xubo (2) 100 - - - - 100 

Zhang Shoulin (2) - - - - - - 

 

(1) Retired on 28 April 2017 
(2) Resigned on 11 May 2017 
 (3) Resigned on 20 June 2017 
(4) Resigned on 13 November 2017  
(5) Fee waived 
(6) Appointed as Chairman on 11 May 2017 
(7) Appointed as Founder and Chairman Emeritus 
(8) Resigned on 11 January 2018 

  

 Remuneration of top five key management executives: 

 

Remuneration band   No. of Executives 

S$1,500,000 and above 4 

Below S$1,499,999 1 
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8. Disclosure on Remuneration (continued) 

 

 In view of the highly competitive industry conditions and of the fact that many of the Company’s 

competitors are private and do not publish remuneration information, and the general sensitivity and 

confidentiality of remuneration matters, the Board is of the view that detailed disclosure of the 

remuneration of the Directors, CEO and key management executives (including identification of the 

top five such executives), and of any performance conditions applicable to incentive remuneration 

programmes, should not be made as recommended by the Code of Corporate Governance; this would 

be disadvantageous to the interests of the Company and its subsidiaries as a whole. 

 

Ms. Miriam Lyon and Mr. Marc Elman (who are Mr. Richard Elman’s daughter and son), who are 

employed within the Group, received during the year remuneration within the bands of S$150,000 to 

S$200,000, and S$50,000 to S$100,000 respectively. Save as disclosed, there were no employees 

whose remuneration exceeded S$50,000 during the year who were immediate family members of a 

Director or the CEO of the Company.  

 

 Employee Share Schemes 

 

 As mentioned in the section on the Remuneration and Options Committee, the Company grants share 

options and remuneration share awards. Details are set out in note E5 to the financial statements. 

 

9. Internal controls (Principle 11 of the Code of Corporate Governance)  

 

The Board is of the view that the Group has an adequate and effective system of internal controls 

which address financial, operational, compliance and information technology controls, and risk 

management systems. This view is endorsed by the Audit Committee, and is based on the internal 

controls established and maintained by the Group, work performed by the internal and external 

auditors, and reviews performed by management and various Committees. 

 

The Board notes that the system of internal controls maintained by the Group’s management provides 

reasonable, but not absolute, assurance against material financial misstatements or loss, and includes 

the safeguarding of assets, the maintenance of proper accounting records, the reliability of financial 

information, the compliance with appropriate legislation, regulation and best practices, and the 

identification and containment of business risk. The Board further notes that no system of internal 

controls can provide absolute assurance against human errors including, without limitation, errors in 

judgment in the course of decision-making. In addition, no such controls can provide absolute 

protection against fraud or similar misconduct. 

 

The Audit Committee reviews the adequacy of the Group’s internal financial, operational, compliance 

and information technology controls, and risk management policies and systems established by 

management. The Audit Committee also ensures that a review of the effectiveness of the Group’s 

internal controls is conducted at least annually. Where such review is carried out by the external 

auditors, the Audit Committee is required to satisfy itself that the independence of the external auditors 

is not compromised by any other material relationship with the Group. 
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9. Internal controls (Principle 11 of the Code of Corporate Governance) (continued) 

 

The Board has received an assurance from the CEO and Group Chief Financial Officer as well as the 

internal auditor that in their view: 

 

(i) the Group’s financial records have been properly maintained, and that the financial statements 

give a true and fair view of the Group’s operations and finances; and 

 

(ii) the Group has an adequate and effective risk management and internal control system. 

 

Further details of the Group’s management of risk are set out in an earlier section of the Annual 

Report, and in the Notes to the Financial Statements. 

 

10. Internal audit (Principle 13 of the Code of Corporate Governance) 

 

The internal audit team reports findings and puts forward recommendations to management and to the 

Audit Committee. 

 

(i) The Company’s internal auditors meet or exceed standards set by nationally or internationally 

recognised professional bodies including the Standards for the Professional Practice of Internal 

Auditing set by The Institute of Internal Auditors. 

 

(ii) The Audit Committee ensures that the internal audit function is adequately resourced and has 

appropriate standing within the Company. 

 

11. Shareholder communications (Principle 10, Principle 14, Principle 15 and Principle 16 of the Code of 

Corporate Governance) 

 

The Board is mindful of the obligation to provide timely and fair disclosure of material information 

in accordance with the SGX Corporate Disclosure Policy. When relevant information on the Company 

is disseminated to SGX, such information is also made available on the Company’s website at 

www.thisisnoble.com. Financial results are reported quarterly. 

 

The Board welcomes the views of shareholders on matters affecting the Company, whether at 

shareholders’ meetings or on an ad hoc basis. Present at the Annual General Meeting are the Directors 

(including the chairmen of the Audit, Remuneration and Options, and Nominating Committees), 

senior management and the external auditors to address relevant queries from shareholders. Queries 

may also be raised with the Group Head of Corporate Affairs via the Company’s website. 

 

Steps taken to solicit and understand the views of shareholders include meetings with investors, fund 

managers and analysts, earnings calls, and responding to queries submitted to the Group Head of 

Corporate Affairs, via the Company’s website. 

 

The quarterly results’ presentation and conference call webcast, which is hosted by the Group CFO 

and senior executives, is open to anyone in any location who wishes to take advantage of the toll free 

numbers offered to participate. A recording of the webcast is publicly available on the Company’s 

website at www.thisisnoble.com.  

 

  

http://www.thisisnoble.com/
http://www.thisisnoble.com/
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12. Dealings in securities 

 

The Company has devised and adopted an internal compliance code to provide guidance to its 

Directors, officers and employees on dealings in the Company’s securities, taking into account the 

principles and best practices on dealings in securities as contained in the SGX Listing Rules. Directors 

and all staff are regularly informed that they must refrain from dealing in the securities of the Company 

during the periods commencing one month before and up to the date of announcement of the 

Company’s first, second, third quarter results and full-year results, or while in possession of material 

price sensitive non-public information. They are also discouraged from dealing in the Company’s 

securities on considerations of a short term nature. 

 

13. Interested Person Transactions 

 

The Company has established procedures to ensure that all transactions with interested persons are 

reported in a timely manner to the Audit Committee and that the transactions are conducted on an 

arm’s length basis and on normal commercial terms. There were no discloseable Interested Person 

Transactions during the year. 

 

14. Use of Proceeds 

 

For the purposes of Rule 1207(20) of the SGX Listing Manual, as at the date of this report, the Group 

had used approximately 20% of the net proceeds from its 2016 rights issue for the repayment of part 

of its syndicated loan facilities. Such use and percentage was in accordance with the stated use and 

percentage allocated in the offer information statement dated 28 June 2016.  

 

15. Code of Conduct 

 

The Company has a code of conduct that applies to all employees of the Group, and each of its 

subsidiaries’ Directors and officers. The code sets out principles to guide employees, Directors and 

officers in carrying out their duties and responsibilities to the highest standards of personal and 

corporate integrity when dealing with the Group, its customers, suppliers, competitors and the 

community. 

 

The Company is committed to a high standard of ethical conduct; it has adopted and implemented a 

policy where employees may, in confidence, raise concerns on possible corporate improprieties in 

matters of unlawful activity, policy or practices, suspected fraud, corruption, dishonest practices or 

other matters. Any such concerns raised are investigated by either the Head of Internal Audit or the 

Group General Counsel, and recommended action will be submitted to the CEO. A summary of the 

investigation report, and action taken, will be submitted to the Audit Committee for review. 

 

16. Sustainability Reporting 

 

The Company has published an annual sustainability report since 2010. The latest report provides an 

update on non-financial aspects within the Group’s operations and majority owned subsidiaries for 

the calendar year ending 31 December 2017.  

 

Material environment, social and governance (“ESG”) factors are identified through the Company’s 

engagement mechanism, which takes into account the views of internal and external stakeholders. 

Performance data is presented along with a brief description of the Company’s policies and 

management systems. Targets and key performance indicators are established in each category of the 

identified ESG factors. 
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16. Sustainability Reporting (continued) 

 

This report is prepared in accordance with the ‘Core Option’ of the Global Reporting Initiative (GRI) 

Standards. In addition, Ernst & Young has provided independent assurance on the Company’s 

sustainability data disclosure. 

 

The Board has also acknowledged the alignment of the Company’s priority issues with strategic 

objectives and approved the content presented in this report. 

 

The report is available on the Company’s website. 

 

17. Purchase, sale or redemption of listed securities 

 

 The purchases, sales or redemptions of the listed securities of the Company by the Company or any 

of its subsidiaries during the year are set out in note D5.2 to the financial statements. 

 

18. Events after the reporting period 

 

 Details of the post-statement of financial position events of the Group are set out in note A9 to the 

financial statements. 

 

19. Auditors 

 

 Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be 

proposed at the forthcoming Annual General Meeting. 

 

20. Directors’ biographies  

 

Richard Samuel Elman is the Founder and Chairman Emeritus of the Company. Mr. Elman first 

arrived in Asia during the mid-1960s from England and has more than 50 years’ experience in the 

physical commodities industry. Prior to setting up the Group in 1986, he spent 10 years with Phibro 

as Regional Director of their Asia operations, including two years in New York as a Board Director.  

 

Paul Jeremy Brough is the Chairman of the Company. Mr. Brough is an Independent Non-Executive 

Director of GL Limited (listed on the Singapore Stock Exchange) and Vitasoy International Holdings 

Limited (listed on the Hong Kong Stock Exchange); and an Independent Non-Executive Director of 

Habib Bank Zurich (Hong Kong) Limited, a Hong Kong restricted licence bank. Mr. Brough came to 

Hong Kong in 1983 to join KPMG, where he became a Partner in 1991, and later became the Senior 

Partner of Hong Kong. He retired from KPMG in 2012. Mr. Brough is an associate of the Institute of 

Chartered Accountants in England and Wales, the Hong Kong Institute of Certified Public 

Accountants and a member of the Hong Kong Securities and Investment Institute.  

 

William James Randall is an Executive Director and Chief Executive Officer of the Company. Mr. 

Randall’s career started with Noble Group in Australia in February 1997, transferring to Asia in 1999 

where he established Noble’s coal operations, mining and supply chain management businesses. He 

served as a Director of Noble Energy Inc before being appointed Global Head of Coal & Coke in 

2006, and a member of the Noble Group internal management Board in 2008. He was appointed an 

Executive Director and Head of Hard Commodities in 2012, prior to which he was Head of Energy 

Coal & Carbon Complex. He holds a Bachelor degree in Business from the Australian Catholic 

University, majoring in international marketing and finance.  
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20. Directors’ biographies (continued) 

 

Bao Jianmin is a Non-Executive Director of the Company. Mr. Bao is a Managing Director at CIC 

Capital, overseeing CIC investments in infrastructure, energy, oil and gas, minerals and related funds. 

He is also a Non-Executive Director of Heathrow Airport. Mr. Bao started his career with China 

Construction Bank focusing on feasibility assessment of infrastructure projects. He later joined 

Export-Import Bank of China as the Head of Export Credit. Prior to joining CIC, Mr. Bao was with 

HSBC China, serving as the Director of China Transportation team, Manager of HSBC Northern 

China Area, and Vice President of HSBC Beijing branch. Mr. Bao graduated from Shanghai Jiaotong 

University. 

 

David Gordon Eldon is an Independent Non-Executive Director and Vice Chairman of the 

Company. He retired as Chairman of The Hongkong and Shanghai Banking Corporation Limited, and 

as a main Board Director of HSBC Holdings plc, in 2005 after 37 years with the HSBC Group, all of 

which were spent in the Middle and Far East. He is currently Non-Executive Chairman of HSBC Bank 

Middle East Limited, of HSBC Bank A.S. Turkey, HSBC Bank Egypt, HSBC Middle East Holdings 

BV, and Octopus Cards Limited in Hong Kong. He was previously Non-Executive Chairman of the 

Dubai International Financial Centre Authority ("DIFC"), and is presently a member of the DIFC 

Higher Board. He is a Past Chairman of the Hong Kong General Chamber of Commerce. Mr. Eldon 

was a Consultant for the Korea National Competitiveness Council - Office of the President, as well as 

being a Founding Member and past Chairman of the Seoul International Business Advisory Council. 

He is an Adviser to the CEO of HSBC's Global Commercial Bank, to Singapore based Southern 

Capital Group and Hong Kong based New Lily International Ltd. He sits on the Advisory Council of 

the Global Institute for Tomorrow. In addition he has a number of Government and community 

appointments in Hong Kong. Mr. Eldon is a Fellow of the Chartered Institute of Bankers, and was 

conferred an Honorary Doctor of Business Administration by the City University of Hong Kong in 

November 2003. He was named the DHL/SCMP Hong Kong Business Person of the Year for 2003, 

and in 2004 was awarded the Gold Bauhinia Star by the Government of the Hong Kong SAR. In 2005 

he was made a Commander of the Order of the British Empire for his contribution to banking, and 

awarded Honorary Citizenship of Seoul in recognition of his work for the city. He was awarded the 

Asian Banker Lifetime Achievement Award in 2006, and received an Honorary Doctorate from the 

Hong Kong Academy for Performing Arts in 2011. Mr. Eldon is a Justice of the Peace.  

 

Christopher Dale Pratt is an Independent Non-Executive Director of the Company. Mr. Pratt was 

the Executive Chairman of Swire Pacific Limited from February 2006 until his retirement in March 

2014. He was also Chairman of Cathay Pacific Airways Limited, Hong Kong Aircraft Engineering 

Company Limited, John Swire & Sons (H.K.) Limited and Swire Properties Limited, and a Director 

of Swire Beverages Limited, Air China Limited and The Hongkong and Shanghai Banking 

Corporation Limited. He joined the Swire group in 1978 and has worked with the group in Hong 

Kong, Australia and Papua New Guinea. Mr. Pratt was awarded the CBE (Commander of the Order 

of the British Empire) in 2000 for Services to the Community in Papua New Guinea. Mr. Pratt is an 

Independent Non-Executive Director of Johnson Electric Holdings Limited, PureCircle Limited and 

the Grosvenor Group. He is also a Senior Adviser to Morgan Stanley Asia Pacific Investment Banking. 
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 Notes 2017 2016 

  US$'000 US$'000 

   (restated) 

CONTINUING OPERATIONS 

REVENUE A1, A2.3 6,433,788 8,666,501 

Cost of sales and services A1, A3.2 (8,879,817) (8,154,320)   __________ __________ 

Operating income/(loss) from supply chains  (2,446,029) 512,181 

 

Profit/(loss) on supply chain assets, net A1, A3.3 (927,049) 143,930 

Share of profits and losses of: 

    Joint ventures A1 (5,825) (26,036) 

    Associates A1 (7,345) (54,857)   __________ __________ 

TOTAL OPERATING INCOME/(LOSS)  (3,386,248) 575,218 

 

Other income net of other expenses A3.4 3,213 2,009 

Selling, administrative and operating expenses A3.5 (352,870) (411,737)   __________ __________ 

PROFIT/(LOSS) BEFORE INTEREST AND TAX  (3,735,905) 165,490 

 

Finance income A4.2 32,321 46,970 

Finance costs A4.2 (211,599) (191,979)   __________ __________ 

PROFIT/(LOSS) BEFORE TAX  

    FROM CONTINUING OPERATIONS A5.3 (3,915,183) 20,481 

 

Taxation A1, A5.3 29,264 (68,575)   __________ __________ 

LOSS FOR THE YEAR 

    FROM CONTINUING OPERATIONS A1 (3,885,919) (48,094) 

 

DISCONTINUED OPERATIONS 

POST-TAX PROFIT/(LOSS) FOR THE YEAR 

    FROM DISCONTINUED OPERATIONS A6 (1,053,435) 56,231   __________ __________ 

 

PROFIT/(LOSS) FOR THE YEAR  (4,939,354) 8,137   __________ __________   __________ __________ 

Attributable to: 

    Equity holders of the parent  (4,938,234) 8,653 

    Non-controlling interests  (1,120) (516)   __________ __________ 

 

  (4,939,354) 8,137   __________ __________   __________ __________ 

 

EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE 

PARENT 
  Note Continuing operations Discontinued operations Group 

  2017 2016 2017 2016 2017 2016 

  US$ US$ US$ US$ US$ US$ 

    (restated)  (restated)  (restated) 

 

Basic  A7 (2.9858) (0.0661) (0.8046) 0.0519 (3.7904) (0.0142) 

Diluted  A7 (2.9858) (0.0661) (0.8046) 0.0519 (3.7904) (0.0142)   _________ _________ _________ _________ _________ ________   _________ _________ _________ _________ _________ ________ 

The accounting policies and explanatory notes on pages 36 to 168 form an integral part of the financial 

statements. 
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    2017 2016 

    US$'000 US$'000 

     (restated) 

 

PROFIT/(LOSS) FOR THE YEAR   (4,939,354) 8,137    _______ _______ 
 

OTHER COMPREHENSIVE INCOME  

Net other comprehensive income/(loss) to be reclassified to profit or loss in subsequent periods: 
 

Cash flow hedges:  

    Net gains arising during the year   2,554 83,694 

    Net losses transferred to the income statement   22,547 61,898 

    Share of gains/(losses) on cash flow hedge of a joint venture   40 (7,854) 

    Share of gains/(losses) on cash flow hedge of associates   24,192 (5,155)    _______ _______ 

Net gains on cash flow hedges after tax   49,333 132,583    _______ _______ 
 

Revaluation/realisation of long term equity investments: 

    Net change in fair value during the year   (300) 6,993 

    Net losses/(gains) on disposal transferred to the income statement   132 (2,344) 

    Impairment recycled to the income statement (Note C5.3)   1,422 -    _______ _______ 

    1,254 4,649    _______ _______ 
 

Exchange differences on translation of foreign operations    53,603 (11,240)    _______ _______ 
 

Release of reserves upon deemed disposal of associates 

    Cash flow hedge reserve   67,478 - 

    Exchange fluctuation reserve   (22,603) -    _______ _______ 

    44,875 -    _______ _______ 

Release of reserves upon disposal of joint ventures 

    Exchange fluctuation reserve   1,919 -    _______ _______ 
 

Release of reserves upon disposal of subsidiaries  

    Exchange fluctuation reserve (Note C7.2)   3,342 6,784 

    Acquisition of non-controlling interests   - (2,177) 

    Reserves in subsidiaries classified as held for sale   211 -    _______ _______ 

    3,553 4,607    _______ _______ 
 

OTHER COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX   154,537 130,599    _______ _______ 
 

TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR, NET OF TAX (4,784,817) 138,736    _______ _______    _______ _______ 
 

Attributable to: 

    Equity holders of the parent   (4,783,697) 139,252 

    Non-controlling interests    (1,120) (516)    _______ _______ 

    (4,784,817) 138,736    _______ _______    _______ _______ 

Attributable to the equity holders of the parent: 

    Total comprehensive income/(loss) from continuing operations, net of tax  (3,730,262) 83,021 

    Total comprehensive income/(loss) from discontinued operations, net of tax  (1,053,435) 56,231    _______ _______ 

    (4,783,697) 139,252    _______ _______    _______ _______ 
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 Notes 2017 2016 

  US$'000 US$'000 

 

NON-CURRENT ASSETS 

Property, plant and equipment C2.3 411,591 759,752 

Mine properties C2.4 - 12,823 

Intangible assets C3.3 2,548 125,077 

Investments in joint ventures C4.3 157,145 196,258 

Investments in associates  C4.5 40,176 461,346 

Long term equity investments C5.3 94,175 28,436 

Long term loans C5.4 264,070 288,738 

Deferred tax assets A5.4 92,507 241,872   __________ __________ 

Total non-current assets  1,062,212 2,114,302   __________ __________ 

 

CURRENT ASSETS 

Cash and cash equivalents D2.2 492,012 1,170,471 

Trade receivables B2.3 665,128 2,407,412 

Prepayments, deposits and other receivables B3.3 398,577 867,010 

Fair value gains on commodity and other 

    derivative financial instruments B6.3 513,315 3,780,517 

Inventories B4.2 166,422 1,643,046 

Tax recoverable  14,627 61,927   __________ __________ 

  2,250,081 9,930,383 

Assets in subsidiaries classified as held for sale E2 1,403,182 239,950 

Non-current assets classified as held for sale C2.3 94,000 -   __________ __________ 

Total current assets  3,747,263 10,170,333   __________ __________ 

 

CURRENT LIABILITIES 

Trade and other payables and accrued liabilities B5.2 942,664 3,151,299 

Fair value losses on commodity and other 

    derivative financial instruments B6.3 160,414 1,004,098 

Bank debts D3.2 1,189,586 1,293,425 

Senior notes D3.3 378,815 - 

Tax payable  11,572 23,693   __________ __________ 

  2,683,051 5,472,515 

Liabilities in subsidiaries classified as held for sale E2 913,690 12,525 

Liabilities related to held for sale subsidiaries E2 - 64,449   __________ __________ 

Total current liabilities  3,596,741 5,549,489   __________ __________ 

 

NET CURRENT ASSETS  150,522 4,620,844   __________ __________ 

 

TOTAL ASSETS LESS CURRENT LIABILITIES  1,212,734 6,735,146   __________ __________ 

 

 

   continued/ 
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       Attributable to equity holders of the parent      
 
    Reserves    

                 Non-controlling 

                  interests 

       Share-    Long term  Acquisition Reserves in Retained   attributable to 

       based Share Capital Cash flow investment Exchange of non- subsidiaries profits/  Non- subsidiaries 

   Issued Share Treasury Capital payment option redemption hedging revaluation fluctuation controlling classified as (accumulated  controlling classified as Total 

   capital premium shares securities reserve reserve reserve reserve reserve reserve interests held for sale losses) Total interests held for sale equity 

  Note US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 

 

At  1 January 2016  216,360 2,049,677 (102,075) 397,547 (73,221) 137,631 6,237 (249,960) 1,347 (102,629) 2,177 5,609 1,003,366 3,292,066 3,114 2,682 3,297,862    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______ 
 

Profit/(loss) for the year  - - - - - - - - - - - - 8,653 8,653 (245) (271) 8,137 

Other comprehensive income  

 for the year, net of tax:  - - - - - - - 132,583 4,649 (4,456) (2,177) - - 130,599 - - 130,599    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______ 
Total comprehensive income/(loss),  

 net of tax  - - - - - - - 132,583 4,649 (4,456) (2,177) - 8,653 139,252 (245) (271) 138,736    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______ 
 

Transfer of reserve to held for sale  - - - - - - - - - 211 - (211) - - - - - 

Rights issue of shares  210,648 290,703 - - (4,896) - - - - - - - - 496,455 - - 496,455 

Share-based payment  - (16,478) 13,371 - 62,538 - - - - - - - - 59,431 - - 59,431 

Equity-settled share option 

 expenses  - - - - - 11,080 - - - - - - - 11,080 - - 11,080 

Capital securities dividend D9 - - - - - - - - - - - - (24,000) (24,000) - - (24,000)    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______ 
At 31 December 2016 and 

 at 1 January 2017  427,008 2,323,902 (88,704) 397,547 (15,579) 148,711 6,237 (117,377) 5,996 (106,874) - 5,398 988,019 3,974,284 2,869 2,411 3,979,564 

 

Loss for the year  - - - - - - - - - - - - (4,938,234)(4,938,234) (679) (441) (4,939,354) 

Other comprehensive income  

 for the year, net of tax:  - - - - - - - 116,811 1,254 36,261 - 211 - 154,537 - - 154,537    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______ 
Total comprehensive income/(loss),  

 net of tax  - - - - - - - 116,811 1,254 36,261 - 211 (4,938,234)(4,783,697) (679) (441) (4,784,817)    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______ 
 

Share-based payment  - (75,928) 88,704 - 21,464 - - - - - - - - 34,240 - - 34,240 

Equity-settled share option 

 expenses  - - - - - (5,510) - - - - - - - (5,510) - - (5,510) 

Capital securities dividend  - - - - - - - - - - - - (24,388) (24,388) - - (24,388)    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______ 
  

At 31 December 2017  427,008 2,247,974 - 397,547 5,885 143,201 6,237 (566) 7,250 (70,613) - 5,609 (3,974,603) (805,071) 2,190 1,970 (800,911)    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______    _____ ______ _____ _____ _____ _____ _____ _____ _____ _____ ____ _____ ______ _____ _____ _____ ______ 
 

The accounting policies and explanatory notes on pages 36 to 168 form an integral part of the financial statements. 
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NOBLE GROUP LIMITED 

 

CONSOLIDATED STATEMENT OF CASH FLOWS 

 

Year ended 31 December 2017 

 

 Notes 2017 2016 

  US$'000 US$'000 

   (restated) 

CASH FLOWS FROM OPERATING ACTIVITIES 

Profit/(loss) before tax    

    From continuing operations  (3,915,183) 20,481 

    From discontinued operations A6 (911,844) (103,184)   _________ _________ 

  (4,827,027) (82,703) 

    Adjustments to profit/(loss) before tax A10 1,631,542 210,665   _________ _________ 

    Operating profit/(loss) before working capital changes  (3,195,485) 127,962 

    Decrease/(increase) in working capital B8 3,122,176 (1,135,461) 

    Net decrease of cash balances with futures brokers and/or 

        not immediately available for use in the business operations  25,967 330,511 

    Interest received  42,461 48,209 

    Taxes refunded/(paid)  (3,755) 36,296   _________ _________ 

Net cash flows used in operating activities  (8,636) (592,483)   _________ _________ 

 

NET CASH FLOWS FROM/(USED IN) 

    INVESTING ACTIVITIES C9 (87,755) 1,728,524   _________ _________ 

 

NET CASH FLOWS USED IN FINANCING ACTIVITIES D9 (409,900) (1,598,535)   _________ _________ 

 

NET DECREASE IN CASH AND CASH EQUIVALENTS  (506,291) (462,494) 

Net foreign exchange differences  10,077 (1,459) 

Cash and cash equivalents at beginning of year  1,095,358 1,559,311   _________ _________ 

 

CASH AND CASH EQUIVALENTS AT END OF YEAR  599,144 1,095,358   _________ _________   _________ _________ 

 

ANALYSIS OF BALANCES OF CASH AND  

    CASH EQUIVALENTS 

Bank balances and short term time deposits D2.2 435,196 817,794 

Cash balances with futures brokers D2.2 56,816 352,677   _________ _________ 

Cash and cash equivalents as stated in the statement  

    of financial position  492,012 1,170,471 

Cash balances attributable to subsidiaries classified as  

    held for sale D2.2 147,698 1,420   _________ _________ 

Total cash and cash equivalents  639,710 1,171,891 

Less: Cash balances with futures brokers and/or not immediately 

             available for use in the business operations D2.2 (40,566) (66,533) 

Less: Time deposit with original maturity of more than 

             three months when acquired D2.2 - (10,000)   _________ _________ 

Cash and cash equivalents as stated in the statement 

    of cash flows   599,144 1,095,358   _________ _________   _________ _________ 

 

The accounting policies and explanatory notes on pages 36 to 168 form an integral part of the financial 

statements.
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NOBLE GROUP LIMITED 

 

STATEMENT OF FINANCIAL POSITION 

 

31 December 2017 

 

 Notes 2017 2016 

COMPANY  US$'000 US$'000 

 

NON-CURRENT ASSETS 

Investments in subsidiaries E1.2 1,236,875 3,301,307 

Investments in associates  C4.5 - 13,441 

Long term equity investments C5.3 126 610 

Deferred tax assets A5.4 - 22,100   _________ _________ 

Total non-current assets  1,237,001 3,337,458   _________ _________ 

 

CURRENT ASSETS 

Cash and cash equivalents D2.2 120,098 302,249 

Due from subsidiaries E1.2 2,177,737 4,174,522 

Prepayments, deposits and other receivables B3.3 55,890 40,466 

Fair value gains on commodity and other 

    derivative financial instruments B6.3 104 103   _________ _________ 

Total current assets  2,353,829 4,517,340   _________ _________ 

 

CURRENT LIABILITIES 

Due to subsidiaries E1.2 797,503 424,851 

Other payables and accrued liabilities B5.2 272,761 182,864 

Fair value losses on commodity and other 

    derivative financial instruments  B6.3 2,791 4,648 

Bank debts D3.2 1,153,401 784,270 

Senior notes D3.3 378,815 -   _________ _________ 

Total current liabilities  2,605,271 1,396,633   _________ _________ 

 

NET CURRENT ASSETS/(LIABILITIES)  (251,442) 3,120,707   _________ _________ 

 

TOTAL ASSETS LESS CURRENT LIABILITIES  985,559 6,458,165   _________ _________ 

 

NON-CURRENT LIABILITIES 

Bank debts D3.2 - 1,137,753 

Senior notes D3.3 1,915,520 1,555,309   _________ _________ 

Total non-current liabilities  1,915,520 2,693,062   _________ _________ 

 

NET ASSETS/(LIABILITIES)  (929,961) 3,765,103   _________ _________   _________ _________ 

 

 

   continued/ 
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CORPORATE INFORMATION AND APPROVAL OF THE FINANCIAL STATEMENTS 

 

Noble Group Limited (“Noble” or the “Company”) is a limited liability company incorporated in Bermuda.  

The registered office of Noble is located at Clarendon House, Church Street, Hamilton HM 11, Bermuda. 

 

During the year, the principal activities of the Company’s subsidiaries, joint ventures and associates comprise 

managing a global supply chain of industrial and energy products, and managing a diversified portfolio of 

essential raw materials, integrating the sourcing, marketing, processing, financing and transportation of those 

materials.  

 

During the year, the Group owned and managed a portfolio of strategic assets, with interests in coal and iron 

ore mines, vessels and other key infrastructure facilities.  

 

The Group operates over 28 offices worldwide and employed over 500 (2016: over 1,000) employees as at 31 

December 2017. 

 

The consolidated financial statements of the Company for the year ended 31 December 2017 were approved 

and authorised for issue in accordance with a resolution of the Board of Directors on 28 February 2018. 

 

 

BASIS OF PRESENTATION, PREPARATION AND CONSOLIDATION 

 

Basis of presentation and preparation 

These financial statements have been prepared in accordance with International Financial Reporting Standards 

(“IFRSs”), which also include all International Accounting Standards (“IASs”) and Interpretations approved 

by the International Accounting Standards Board (the “IASB”), and the requirements of the Listing Rules of 

The Singapore Exchange Securities Trading Limited (the “SGX-ST”). All new and revised IFRSs which 

became effective for the year ended 31 December 2017, together with the relevant transitional provisions, 

have been adopted by the Group in the preparation of the financial statements. 

 

The financial statements have been prepared using the historical cost convention, except for the periodic re-

measurement to fair value of certain items as explained in individual notes and are presented in United States 

dollars. All values are rounded to the nearest thousand except where otherwise indicated. 

 

Going concern 

In preparing the financial statements, the Directors have made an assessment of the ability of the Group to 

continue as a going concern. This assessment considers the forecasted cash flows for the subsequent year of 

the Group’s business operations, and related assumptions and stress tests, sources of available liquidity and 

the Group’s debt maturity profile. 
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BASIS OF PRESENTATION, PREPARATION AND CONSOLIDATION (continued) 

 

Going concern (continued) 

As at 31 December 2017, the Group’s current liabilities include US$1,190 million of bank debt and US$379 

million of senior notes due 2018 and the Group has a net deficiency of US$801 million. During the year then 

ended, the Group incurred a net loss of US$4,939 million from continuing operations. These circumstances 

indicate an uncertainty which may cast significant doubt on the Group’s ability to continue as a going concern. 

Accordingly, the Directors have made an assessment of the ability of the Group to continue as a going concern. 

This assessment considers the forecasted cash flows for the subsequent year from the date of approval of these 

financial statements of the Group’s business operations, and related assumptions and stress tests, sources of 

available liquidity and the Group’s debt maturity profile taking into account the strategic review and proposed 

restructuring set out below. 

 

In May 2017, the Group announced the commencement of a strategic review and gave priority to a further 

reduction in the Group’s indebtedness. Following the conclusion of the monetisation of the Global Oil Liquids 

and North American Gas & Power businesses, the Group has completed the asset disposal programme, which 

formed part of the strategic review. Overall, the Group generated approximately US$525 million of net 

proceeds, following retirement in full of its senior secured borrowing base revolving credit facilities, from the 

monetisation of the Global Oil Liquids and North American Gas & Power businesses.  

 

In January 2018, the Group reached an in-principle agreement with an ad hoc group of the Group’s senior 

creditors (the “Ad Hoc Group”) for a restructuring of the Group’s existing debts (the “proposed 

restructuring”). The Ad Hoc Group in aggregate represents approximately 36% of the Group’s Existing Senior 

Debt Instruments (as defined below). The proposed restructuring concerns the following:  

 

 US$379 million outstanding senior notes due 2018;  

 US$1,177 million outstanding senior notes due 2020;  

 US$738 million outstanding senior notes due 2022; and  

 US$1,141 million outstanding loans under the revolving credit facility (together with the above senior 

notes, the “Existing Senior Debt Instruments”)  

 

The proposed restructuring will extinguish the Group’s Existing Senior Debt Instruments totalling US$3.4 

billion, details of which are set out in Section D3.2 and D3.3, and replace them with new senior debt 

instruments totalling US$1.7 billion. Together with the other actions resulting from the strategic review, this 

has refocused the Group on its Asian Hard Commodities, Freight and Liquefied Natural Gas (“LNG”) 

businesses and, with the proposed restructuring and revenue generation capability, will reduce indebtedness 

to sustainable levels, commensurate with the Group’s size and range of activities. It will also provide a 

committed trade finance and hedging facility to support the Group’s commodities trading businesses.  

 

The proposed restructuring is subject to final documentation, regulatory, creditor and shareholder approval, 

and implementation via inter-conditional schemes of arrangement in relevant jurisdictions. Consistent with 

the restructuring, the Group intend to launch a consent solicitation exercise for the Existing Perpetual Capital 

Securities. A scheme of arrangement is a court-led statutory procedure under relevant companies’ legislation; 

it is not a formal insolvency procedure. It requires at least 50% in number constituting 75% in value of the 

creditors present and voting, and shareholders to approve the restructuring proposal.  
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BASIS OF PRESENTATION, PREPARATION AND CONSOLIDATION (continued) 

 

Going concern (continued) 

The Group has also taken measures to improve profit margins in the Asian Hard Commodities, Freight and 

LNG businesses by focusing on product flows where the Group has a strong existing Asian regional presence 

or a strategic global relationship, and to reduce its selling, administrative and operating expenses through 

continuing headcount reduction and other cost saving initiatives.  

 

The Directors are satisfied, the Group will successfully obtain the necessary approvals to execute the proposed 

restructuring as set out above and that it will provide a funding structure that will enable the Group to return 

to profitable trading operations.    

 

Taking into account the above proposed restructuring and other planned actions, the Directors believe the 

Group has sufficient sources of available liquidity to support its continuing operations. As such, the 

consolidated financial statements of the Group have been prepared on a going concern basis, which assumes 

that the Group will continue operating for the foreseeable future, and will be able to realise its assets and 

discharge its liabilities in the normal course of operations as they fall due. 

 

Notwithstanding the above, significant uncertainty exists as to whether the Group is able to achieve its plans 

and measures as described above. Whether the Group will be able to continue as a going concern would depend 

upon successfully: 

 

 Obtaining the necessary approvals and executing the proposed restructuring plan; 

 Compliance with the terms and conditions of the new senior debt instruments and trade finance 

facilities, including completion of the sales process of certain assets and businesses; and 

 Implementation of trading strategies to improve the gross margins of the Asian Hard Commodities, 

Freight and LNG businesses and of measures to reduce SAO expenses. 

 

In the event that the proposed restructuring is not approved or the other planned actions set out above not be 

successful, and the Group is unable to operate as a going concern, adjustments would have to be made to 

reduce the carrying values of the Group’s assets to their recoverable amounts, to provide for further liabilities 

which might arise and to reclassify non-current assets and non-current liabilities, respectively. The effect of 

these adjustments has not been reflected in the consolidated financial statements.    
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BASIS OF PRESENTATION, PREPARATION AND CONSOLIDATION (continued) 

 

Basis of consolidation  

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries 

now comprising the Group for the year ended 31 December 2017. All intra-group balances, transactions, 

unrealised gains and losses resulting from intra-group transactions and dividends are eliminated on 

consolidation in full. The financial statements of the subsidiaries are prepared for the same reporting period 

as the parent company, using consistent accounting policies. Please refer to note E1.3 for the list of principal 

subsidiaries. 

 

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains 

control, and continue to be consolidated until the date that such control ceases. 

 

Non-controlling interests represent the portion of the results and net assets not held by the Group and are 

presented separately in the consolidated income statement and within equity in the consolidated statement of 

financial position.  An acquisition of non-controlling interests is accounted for using the entity concept method 

whereby the difference between the consideration and the book value of the share of the net assets acquired is 

recognised as an equity transaction. When relevant, total comprehensive income within a subsidiary is 

attributed to a non-controlling interest even if this results in a deficit balance. 

 

There are certain restrictions on the Group’s ability to access or use assets, and settle liabilities, of the 

subsidiaries from non-controlling interests or other parties, including (i) pledged trade receivables and 

inventories, see notes B2.3, B4.2 and E2; (ii) pledged vessels, see note C2.3; (iii) time deposit with original 

maturity of more than three months; and (iv) cash balances with futures brokers and/or not immediately 

available for use in the Group’s business operations, see note D2.2. 

 

The Group accounted for a number of unconsolidated entities such as joint ventures, associates and long term 

equity investments.  Please refer to notes C4 and C5 for details of the unconsolidated entities’ impact on the 

Group’s financial statements. 
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SECTION A: PERFORMANCE  

 

A1 PROFIT/(LOSS) FROM UNDERLYING BUSINESSES  

 

 Income statement 

 The Group has used adjusted net profit/(loss) to measure its underlying financial performance. 

Adjusted net profit/(loss) excludes those components of financial performance that, due to their size 

and nature, the Group believes should be considered separately to assess its underlying performance. 

The adjusted income statement aligns to the performance information the Chief Executive Officer 

(“CEO”) uses for day-to-day formulation of the Group business decisions. It excludes the results of 

the discontinued operations which are disclosed in note A6. The segment income statements in note 

A2 have also been presented on an adjusted basis. 

 
   Year ended 31 December 2017   Year ended 31 December 2016  
   #1 #2   #1 #2 #3 

  IFRS   Adjusted IFRS   Adjusted 

  income  Exceptional income income  Exceptional income 

  statement Other items items statement statement Other items items statement 

  US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 

      (restated) (restated) (restated) (restated) 

 

 Revenue 6,433,788 (183,926) (8,349) 6,241,513 8,666,501 (810,959) - 7,855,542  

 Cost of sales and services (8,879,817) 184,081 2,301,543 (6,394,193) (8,154,320) 838,284 29,700 (7,286,336) 

    *1    *1    __________ __________ __________ __________ __________ __________ __________ __________ 

 Operating income/(loss) from  

    supply chains (2,446,029) 155 2,293,194 (152,680) 512,181 27,325 29,700 569,206 

 

 Profit/(loss) on supply chain assets (927,049) 9,418 902,963 (14,668) 143,930 9,774 65,269 218,973 

    *2    *2  

 Share of profits and losses of:  

     Joint ventures (5,825) - - (5,825) (26,036) - - (26,036) 

     Associates (7,345) - - (7,345) (54,857) (65) - (54,922)   __________ __________ __________ __________ __________ __________ __________ __________ 

 

 Total operating income/(loss) (3,386,248) 9,573 3,196,157 (180,518) 575,218 37,034 94,969 707,221 

 Selling, administrative and operating  

     expenses and other income, net (349,657) 30,731 63,462 (255,464) (409,728) 20,065 - (389,663)   __________ __________ __________ __________ __________ __________ __________ __________ 

 

 Profit/(loss) before interest and tax (3,735,905) 40,304 3,259,619 (435,982) 165,490 57,099 94,969 317,558 

 

 Net finance costs (179,278) 1,128 1,152 (176,998) (145,009) 3,589 - (141,420) 

 Taxation 29,264 297 (17,631) 11,930 (68,575) (1,368) (810) (70,753) 

    *3    *3    __________ __________ __________ __________ __________ __________ __________ __________ 

 Net profit/(loss) for the year 

     from continuing operations (3,885,919) 41,729 3,243,140 (601,050) (48,094) 59,320 94,159 105,385   __________ __________ __________ __________ __________ __________ __________ __________   __________ __________ __________ __________ __________ __________ __________ __________ 

 

#1 Includes the results of businesses which the Group has ceased or wound down operations, however 

do not meet the criteria of discontinued operations under IFRS. Other items also includes costs 

associated with repositioning the Group’s cost structure, including headcount reductions. These 

businesses include certain energy and metals, minerals and ores product divisions in the Americas 

and Europe. 
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SECTION A: PERFORMANCE  

 

A1 PROFIT/(LOSS) FROM UNDERLYING BUSINESSES (continued) 

 

 Income statement (continued) 

#2 Exceptional items included in the Group’s operating income/(loss) from supply chains along with 

other non-operational items such as impairment losses on supply chain assets. 

 

 *1 These adjustments represent exceptional items recorded in the Group’s operating income/(loss) 

from supply chains and were as follows: 

 

  (A) Valuation adjustment due to changes in coal anchor price assumptions 

 

   Long-term price curves represent forward prices beyond the observable market and are 

based on fundamental demand/supply analysis backed by broker consensus. Forward curves 

beyond the tenor supported by broker consensus are built incorporating CPI inflation 

derived from market quotes plus a commodity cost adjustment. Forward cashflows in 

foreign currencies are converted to US$ using observable forward FX curves. These curves 

are then used as an input into the valuation models used to calculate the fair value of the 

long-term commodity contracts. 

 

   This valuation adjustment relates to a change in long term coal prices, reflected by an 

adjustment to the “anchor” coal price, used for projecting the years subsequent to those for 

which observable market data exists. Anchor coal prices for thermal coal have been 

increased in line with fundamental demand/supply analysis backed by broker consensus. 

 

  (B) Impact from certain hedging contracts 

 

   During the year ended 31 December 2017, particularly in the first and second quarters, there 

were exceptional movements and dislocation in the coal markets with prices decoupling, 

liquidity dropping significantly and long term relative correlations being significantly 

disrupted. This impacted the effectiveness of the hedges put in place against existing and 

future volumes, resulting in an exceptional loss, given the manner in which the Group 

hedges its existing and future exposures. 

 

  (C) Valuation adjustment due to additional Hard Commodities mark-to-market reserves 

 

   The Board mandated as part of the strategic review announced in May 2017 that a detailed 

reassessment should be undertaken of the Group’s balance sheet to take account of 

increased uncertainty in the Group’s operating environment including markets, the industry 

and the Group’s access to adequate funding sources. Based on this reassessment, the Board 

concluded that adjustments should be made to the Group’s balance sheet to reflect increased 

risks. The Group has recorded reserves and adjustments against certain Level 2 and 3 net 

fair value gains including applying additional reserves on some contracts as a result of 

adverse back testing results during 2017. These reserves and adjustments, incorporating the 

impact of the credit rating downgrades during the current year, resulted in non-cash losses 

and have been recorded as exceptional items. 
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SECTION A: PERFORMANCE  

 

A1 PROFIT/(LOSS) FROM UNDERLYING BUSINESSES (continued) 

 

 Income statement (continued) 

 *2 In addition, the Group recorded non-cash losses on impairment and disposal of non-current assets 

as follows: 

 

   2017 2016 

   US$'000 US$'000 

     (restated) 

 

  - impairment of non-current assets  (420,103) (59,889) 

        - property, plant and equipment  (169,101) (50,453) 

        - mine properties  (7,488) (2,845) 

        - intangible assets  (36,604) - 

        - assets in subsidiaries classified as held for sale  (34,846) - 

        - investments in joint ventures  (36,779) (44) 

        - investments in associates  (112,841) (4,888) 

        - long term equity investments  (22,444) (1,659) 

  - loss on disposal of subsidiaries  (31,902) - 

  - loss on disposal of joint ventures  (7,616) - 

  - loss on deemed disposal of an associate  (257,815) - 

  - impairment of prepayments and other receivables  (169,440) (5,380) 

  - provision for onerous contracts  (16,087) -    ________ ________ 

    (902,963) (65,269)    ________ ________    ________ ________ 

 

 *3 Taxation 

  Taxation related to the tax effect of the adjustments. 

 

#3 Adjusted net profit for the year ended 31 December 2016 includes gain on disposal of Noble 

Americas Energy Solutions LLC ("NES") of US$291,485,000 reported in profit/(loss) on supply 

chain assets and NES underlying profit before interest and tax of US$113,900,000 from 1 January 

2016 to date of disposal on 1 December 2016. 
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SECTION A: PERFORMANCE  

 

A2 SEGMENT INFORMATION  

 

A2.1 Description of the segments 

 

 Following the repositioning of the Group in 2016, including the sale of NES, European Gas & Power 

and a reduction in global Metals, the Group has revised its segmental breakdown for reporting 

purposes to appropriately reflect its current business structure.  

 

 The segments have been revised to include those businesses that operate in a similar market 

environment and to reflect the common business drivers of the respective businesses along with their 

product and service similarity. 

 

 Group results will now be reported under two segments – namely, the Energy Segment, with combines 

the former Energy and Gas & Power segments and includes the Oil Liquids, Gas & Power and Energy 

Coal businesses; and the Metals, Minerals and Ores Segment, which combines the former Metals & 

Mining and Corporate segments and includes the Metals, Carbon Steel Materials and Logistics 

businesses. 

 

 As a result of these changes, for comparison purposes, the segment information for the year ended 31 

December 2016 has been restated. The detailed description of the two reporting operating segments 

is as follows: 

 

(a) Energy: The Group’s Energy segment includes the following product divisions: Energy Coal, 

a global business which trades and provides supply chain and risk management services in 

bituminous and sub-bituminous energy coal; and LNG, a global business which trades and 

provides supply chain and risk management services in seaborne LNG.  

 

Results from the Global Oil Liquids and North American Gas & Power businesses, previously 

reported under the Energy segment have been reclassified to discontinued operations 

following the Group’s decision to monetise these businesses. Prior period results have been 

restated to reflect this change in presentation in the consolidated income statement (note A6). 

 

(b) Metals, Minerals and Ores: The Group’s Metals, Minerals and Ores segment includes the 

following product divisions: Metals, comprised of our Asian base metals business which 

trades and provides supply chain management services in copper, zinc, lead, nickel and other 

raw materials, and our global aluminium business which trades and provides supply chain 

management services in aluminium, alumina and bauxite; Carbon Steel Materials, an Asia 

and EMEA focused business which trades and provides risk management and logistics 

services for the steel complex in iron ore, metallurgical coal, metallurgical coke, and specialty 

ores and alloys; and Logistics, which provides internal and external customers with ocean 

transport in the dry bulk segment, long term freight solutions and freight market guidance. 
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SECTION A: PERFORMANCE 

 

A2 SEGMENT INFORMATION (continued) 

 

A2.2 Operating segments 

 

 The following tables present revenue and adjusted profit/(loss) information regarding the Group’s operating segments for the years ended 31 December 2017 

and 2016. 
     Continuing operations  

    Energy Metals, Minerals and Ores Adjustments# Notes Consolidated per IFRS 

       2017 2016 2017 2016 2017 2016  2017 2016 

        (restated)  (restated)  (restated)   (restated) 

 
 Tonnage (MT’000)     32,441 40,599 45,315 67,099 - 273  77,756 107,971 

 Volume (MWh’000)*     6,849 58,246 N/A N/A N/A N/A  6,849 58,246       __________ __________ __________ __________ _________ _________  _________ __________       __________ __________ __________ __________ _________ _________  _________ __________ 

 

       US$'000 US$'000 US$'000 US$'000 US$'000 US$'000  US$'000 US$'000 

 

 Revenue     2,567,148 2,943,028 3,674,365 4,912,514 192,275 810,959 A1 6,433,788 8,666,501 
 Cost of sales and services     (2,661,811) (2,606,903) (3,732,382) (4,679,433) (2,485,624) (867,984) A1 (8,879,817) (8,154,320)       __________ __________ __________ __________ _________ _________  __________ __________ 

  

 Operating income/(loss) from supply chains    (94,663) 336,125 (58,017) 233,081 (2,293,349) (57,025)  (2,446,029) 512,181 
 

 Profit/(loss) on supply chain assets, net     182 290,777 (14,850) (71,804) (912,381) (75,043) A1 (927,049) 143,930 

 
 Share of profits and losses of: 

  Joint ventures      (7,808) (18,610) 1,983 (7,426) - - A1 (5,825) (26,036) 

  Associates     (1,880) (2,446) (5,465) (52,476) - 65 A1 (7,345) (54,857)       __________ __________ __________ __________ _________ _________  __________ __________ 

 

 Total operating income/(loss)     (104,169) 605,846 (76,349) 101,375 (3,205,730) (132,003)  (3,386,248) 575,218       __________ __________ __________ __________ _________ _________  __________ __________       __________ __________ __________ __________ _________ _________  __________ __________ 

 
 Profit/(loss) before interest and tax     (165,619) 399,082 (270,363) (81,524) (3,299,923) (152,068)  (3,735,905) 165,490       __________ __________ __________ __________ _________ _________  __________ __________       __________ __________ __________ __________ _________ _________  __________ __________ 

 

 * Volume conversions from MMBtu to MWh based on current market heat rates 
 # For detail, please refer to note A1 
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SECTION A: PERFORMANCE 

 

A2 SEGMENT INFORMATION (continued) 

 

A2.2 Operating segments (continued) 
     Energy Metals, Minerals and Ores Consolidated 

        2017 2016 2017 2016 2017 2016 

        US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 
         (restated)  (restated)  (restated) 

 

 Segment assets other than investments in joint ventures and associates and held for sale assets     880,726 5,965,874 2,234,246 5,421,207 3,114,972 11,387,081 
 

 Investments in: 
    Yancoal Australia Limited (“Yancoal”) (associate)       - - - 180,427 - 180,427 

    Harbour Energy (joint venture)       123,908 42,958 - - 123,908 42,958 

    Other associates and joint ventures       21,718 216,029 51,695 218,190 73,413 434,219 
 

 Assets in subsidiaries classified as held for sale       1,107,586 - 295,596 239,950 1,403,182 239,950 

 Non-current assets classified as held for sale       - - 94,000 - 94,000 -         _________ _________ _________ _________ __________ __________ 

 Segment assets**       2,133,938 6,224,861 2,675,537 6,059,774 4,809,475 12,284,635         _________ _________ _________ _________ __________ __________         _________ _________ _________ _________ __________ __________ 

 

 Segment liabilities other than held for sale liabilities       (432,958) (3,200,868) (4,263,738) (5,027,229) (4,696,696) (8,228,097) 
 

 Liabilities in subsidiaries classified as held for sale       (511,770) - (401,920) (12,525) (913,690) (12,525) 

 Liabilities related to held for sale subsidiaries       - - - (64,449) - (64,449)         _________ _________ _________ _________ __________ __________ 

 Segment liabilities**       (944,728) (3,200,868) (4,665,658) (5,104,203) (5,610,386) (8,305,071)         _________ _________ _________ _________ __________ __________         _________ _________ _________ _________ __________ __________ 

 

 Capital expenditure#       46,304 61,407 22,720 52,817 69,024 114,224         _________ _________ _________ _________ __________ __________         _________ _________ _________ _________ __________ __________ 

 

 ** Included in segment assets/liabilities are: 
 

 Net fair value gains/(losses) on commodity and other derivative financial instruments  
     - gains       284,967 2,087,758 228,348 1,692,759 513,315 3,780,517 

     - losses       (114,596) (841,663) (45,818) (162,435) (160,414) (1,004,098) 
 

 Percentage of segment total over group total 
     - gains       56% 55% 44% 45% 100% 100% 

     - losses       71% 84% 29% 16% 100% 100% 
 

 # Capital expenditure consists of additions to property, plant and equipment and mine properties. 



NOBLE GROUP LIMITED 

 

NOTES TO FINANCIAL STATEMENTS 

 

31 December 2017 

 

46 

SECTION A: PERFORMANCE 

 

A2 SEGMENT INFORMATION (continued) 

 

A2.3 Geographical information 

   Statement of 

  Income statement financial position 

  Revenue from Specified 

  external customers non-current assets 

 

   2017 2016 2017 2016 

   US$'000 US$'000 US$'000 US$'000 

    (restated) 

 Hong Kong (place of domicile)  - - 224,975 410,672 

 PRC (excluding Hong Kong)  1,837,315 2,797,428 2,974 247 

 India  902,958 1,054,659 2,295 2,329 

 Australia  35,942 25,277 3,834 254,909 

 Asia Pacific (excluding Hong Kong, 

     PRC, India and Australia)  2,562,868 2,094,070 51,539 227,966 

 North America  304,736 593,944 123,939 416,998 

 South America  200,233 305,340 198,940 207,718 

 Africa  92,110 187,732 7 21 

 Europe  497,626 1,608,051 2,957 34,396    __________ __________ _________ _________ 

   6,433,788 8,666,501 611,460 1,555,256    __________ __________ _________ _________    __________ __________ _________ _________ 

 

 The determining factor of the above selected geographical information in income statement and 

statement of financial position is as follows: 

  

 Account  Determining factor  _____________________________________ _____________________________________ 

 

 Revenue from external customers Location at which the services were provided 

      or the goods delivered 

 Specified non-current assets: 

- Property, plant and equipment, Location of operation 

 mine properties, intangible assets, 

investments in associates and joint ventures 
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SECTION A: PERFORMANCE 

 

A3 PROFIT/(LOSS) BEFORE INTEREST AND TAX  

 

A3.1 Significant accounting policies 

 

 Revenue recognition 

 Revenue from supply of products (including inventory sales) is recognised when it is probable that 

the economic benefit will flow to the Group, when the revenue can be measured reliably and when 

the significant risks and rewards of ownership of the products have been passed to the buyer and third 

parties.   

 

 For certain commodities, the sales price is determined on a provisional basis at the date of sale as the 

final selling price is subject to movements in market prices up to the date of final pricing.  Revenue 

on provisionally priced sales is recognised based on the estimated fair value of the total consideration 

receivable.  The revenue adjustment mechanism embedded within provisionally priced sales 

arrangements has the character of a commodity derivative.  Accordingly, the fair value of the final 

sales price adjustment is re-estimated continuously and changes in fair value are recognised as an 

adjustment to revenue.  In all cases, fair value is estimated by reference to forward market prices. 

 

 Operating income from supply chains   

 Operating income from supply chains represents the difference between revenue and cost of sales and 

services and does not take into account the gains and losses relating to the disposal of supply chain 

assets and the share of profit and losses of joint ventures and associates.  

 

 Cost of sales and services primarily includes: 

 (i) realised cost of commodity purchase contracts, unrealised fair value adjustments of commodity 

contracts and inventories, recognised gains and losses from hedging instruments;  

 (ii) direct costs of other production activities such as freight, taxes, tariffs, operating lease payments, 

depreciation and amortisation, and staff costs; and  

 (iii) direct costs of other trading activities such as impairment of long term loans and impairment of 

trade receivables. 

 

 Profits/ losses on supply chain assets 

 Supply chain assets are assets that are important and conducive to the development of value from the 

Group’s integrated supply chains. These include investments in subsidiaries, joint ventures, associates 

and long term equity investments, property, plant and equipment such as storage facilities, port 

facilities and transportation facilities and mine properties. 

 

 Profits and losses are generated from supply chain assets investment and disposal activities, and 

following a change in control of these assets through business combinations, disposal of supply chain 

assets or valuation of options and rights for supply chain investments. Expenses incurred for 

generating profit on supply chain assets include primarily (1) salaries, bonuses and staff benefits, (2) 

legal and professional fees for supply chain assets activities, (3) hedging exchange gains or losses on 

supply chain assets activities, and (4) other expenses. 
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SECTION A: PERFORMANCE 

 

A3 PROFIT/(LOSS) BEFORE INTEREST AND TAX (continued) 

  

A3.1 Significant accounting policies (continued) 

  

 Other income net of other expenses 

 Other income includes dividends from long term equity investments which are recognised when the 

shareholders’ right to receive payment has been established. 

 

 Other income also includes gains or losses on disposal of property, plant and equipment and equity 

investments and exchange differences on trading activities. 

 

A3.2 Cost of sales and services 

  Notes 2017 2016 

   US$'000 US$'000 

    (restated) 

 Cost of inventories sold and unrealised 

     mark-to-market movements  8,366,474 7,684,998 

 Freight expenses  81,103 183,288 

 Operating lease payments on vessels  280,255 212,421 

 Depreciation related to production activities  35,087 46,665 

 Employee benefit expenses: 

     Salaries and bonuses  1,297 1,714 

     Pension scheme contributions  27 28 

 Impairment of long term loans C5.4 6,497 1,800 

 Impairment of trade receivables B2.3 109,077 12,006 

 Impairment of trade prepayments  - 11,400    __________ __________ 

   8,879,817 8,154,320    __________ __________    __________ __________ 

 

A3.3 Profit/(loss) on supply chain assets, net 

  Notes 2017 2016 

   US$'000 US$'000 

    (restated) 

 

Impairment of non-current assets A10 (421,662) (59,889) 

Impairment of prepayments and other receivables  (172,236) (5,380) 

 Net gains/(losses) on disposal of non-current assets 

- NES C7.2 - 291,485 

- Others excluding NES  (8,540) (10,820) 

Loss on deemed disposal of an associate C4.5 (257,815) - 

 Provision for onerous contracts  (16,087) - 

 Re-measurement gain on a pre-existing interest in  

   joint ventures C7.2 15,904 - 

 Expenses 1  (66,613) (71,466)    ________ ________ 

   (927,049) 143,930    ________ ________    ________ ________ 
 1 Expenses for supply chain assets recycling activities include primarily (1) salaries, bonus provision and 

staff benefits for supply chain assets activities, (2) legal and professional fee for supply chain assets 

activities and (3) hedging exchange gains and losses on supply chain assets activities.   
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SECTION A: PERFORMANCE 

 

A3 PROFIT/(LOSS) BEFORE INTEREST AND TAX (continued) 

 

A3.4 Other income net of other expenses 

   2017 2016 

   US$'000 US$'000 

(restated) 

 

 Dividend income from long term equity investments  - 259 

 Gain on disposal of long term equity investments  - 115 

 Loss on disposal of property, plant and equipment  (1,638) (1,281) 

 Exchange differences and others, net  4,851 2,916    ________ ________ 

 

   3,213 2,009    ________ ________    ________ ________ 

 

A3.5 Selling, administrative and operating expenses 

   2017 2016 

   US$'000 US$'000 

    (restated) 

 Employee benefit expenses: 

     Salaries and bonuses  147,680 195,721 

     Pension scheme contributions  2,667 5,587 

     Share-based payment expense, net  35,995 58,289 

     Equity-settled share option expenses/(written back)  (5,751) 7,946 

 Audit fee#  5,084 5,118 

 Other fees paid to auditors#  555 2,827 

 Depreciation  25,988 30,266 

 Operating lease payments on land and buildings  17,319 22,268 

 Others  123,333 83,715    ________ ________ 

 

   352,870 411,737    ________ ________    ________ ________ 

 

 # Audit fee and other fees paid to auditors for discontinued operations not included in the table above 

for the year ended 31 December 2017 were US$2,935,000 (2016: US$4,371,000) and US$1,743,000 

(2016: US$116,000), respectively. 

 

 

A4 FINANCE INCOME AND COSTS  

 

A4.1 Significant accounting policies 

 

 Interest income and expense are recognised on an accrual basis using the effective interest method by 

applying the rate that discounts the estimated future cash flows through the expected life of the 

financial instruments to the net carrying amount of the instruments. 
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SECTION A: PERFORMANCE 

 

A4 FINANCE INCOME AND COSTS (continued) 

 

A4.2 Net finance costs 

   2017 2016 

   US$'000 US$'000 

    (restated) 

 Interest income: 

     Bank deposits  (6,678) (11,799) 

     Long term loans  (25,643) (35,171)    ________ ________ 

   (32,321) (46,970)    ________ ________ 

 Interest expense and amortisation: 

     Bank debts  61,657 95,838 

     Senior notes  149,942 96,141    ________ ________ 

   211,599 191,979    ________ ________ 

 

 Net finance costs  179,278 145,009    ________ ________    ________ ________ 

 

 

A5 TAXATION  

 

A5.1 Significant accounting policies 

 

 Income tax comprises current and deferred tax. Income tax relating to items recognised outside the 

income statement is recognised either in other comprehensive income or directly in equity. Income 

tax assets and liabilities are offset if a legally enforceable right exists to set off current tax assets 

against current tax liabilities and the deferred taxes relate to the same taxable entity and the same 

taxation authority. 

 

 Current tax 

 Current tax assets and liabilities for the current and prior periods are measured at the amount expected 

to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute 

the amount are those that are enacted or substantively enacted, at the reporting date in the countries 

where the Group operates and generates taxable income. 

 

 Deferred tax  

 Deferred tax is provided using the liability method on temporary differences between the tax bases of 

assets and liabilities and their carrying amounts for financial reporting purposes at the reporting date. 

 

 Currently enacted tax rates are used to determine deferred tax assets and liabilities. The principal 

temporary differences arise primarily from tax losses carried forward, compensation and other 

accruals, tax depreciation and amortisation in excess of related book accounting, and joint venture 

investment. Deferred tax liabilities are recognised for all taxable temporary differences, except: 

 

 When the deferred tax liability arises from the initial recognition of goodwill or an asset or 

liability in a transaction that is not a business combination and, at the time of the transaction, 

affects neither the accounting profit nor taxable profit or loss. 
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SECTION A: PERFORMANCE 

 

A5 TAXATION (continued) 

 

A5.1 Significant accounting policies (continued) 

 

 Deferred tax (continued) 

 In respect of taxable temporary differences associated with investments in subsidiaries, 

associates and joint ventures, when the timing of the reversal of the temporary differences can 

be controlled and it is probable that the temporary differences will not reverse in the 

foreseeable future. 

 

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of 

unused tax credits and any unused tax losses.  Deferred tax assets are recognised to the extent that it 

is probable that taxable profit will be available against which the deductible temporary differences, 

and the carry forward of unused tax credits and unused tax losses can be utilised, except: 

 

 When the deferred tax asset relating to the deductible temporary difference arises from the 

initial recognition of an asset or liability in a transaction that is not a business combination 

and, at the time of the transaction, affects neither the accounting profit nor taxable profit or 

loss. 

 

 In respect of deductible temporary differences associated with investments in subsidiaries, 

associates and joint ventures, deferred tax assets are recognised only to the extent that it is 

probable that the temporary differences will reverse in the foreseeable future and taxable 

profit will be available against which the temporary differences can be utilised. 

 

 The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent 

that it is no longer probable that sufficient taxable profit will be available to allow all or part of the 

deferred tax asset to be utilised.  Unrecognised deferred tax assets are re-assessed at each reporting 

date and are recognised to the extent that it has become probable that future taxable profits will allow 

the deferred tax asset to be recovered. 

 

 Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year 

when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been 

enacted or substantively enacted at the reporting date. 

 

A5.2 Significant accounting judgements and estimates 

 

 Income tax 

 The Group is subject to income taxes in numerous jurisdictions.  Significant judgement is required in 

determining the provision for income taxes worldwide.  There are certain transactions and calculations 

for which the ultimate tax determination is uncertain.  The Group recognises liabilities for anticipated 

tax audit issues based on estimates of whether additional taxes will be due.  Where the final tax 

outcome of these matters is different from the amounts that were initially recorded, such differences 

will impact the income tax provisions in the income statement in the period in which such 

determination is made.  
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SECTION A: PERFORMANCE 

 

A5 TAXATION (continued) 

 

A5.2 Significant accounting judgements and estimates (continued) 

 

 Deferred tax assets  

 Deferred tax assets are recognised for all deductible book-tax temporary differences and unused tax 

losses and tax credits to the extent that it is probable that taxable profit will be available against which 

the losses can be utilised.  Significant management judgement is required to determine the amount of 

deferred tax assets that can be recognised, based upon the likely timing and level of future taxable 

profits together with future tax planning strategies.  

 

A5.3 Tax 

 

 The Group’s taxes on assessable profits have been calculated at tax rates prevailing in the countries 

in which the Group operates, based on existing legislation, interpretations and practices in respect 

thereof. 

 

 Tax credit/(expense) in the consolidated income statements comprises the following: 

 

   2017 2016 

   US$'000 US$'000 

    (restated) 

 

 Provision for the current year  (3,219) (40,721) 

 Provision for prior years  6,953 (4,866) 

 Net deferred tax provision   25,530 (22,988)    _______ _______ 

   29,264 (68,575)    _______ _______    _______ _______ 

 

 A reconciliation of the tax credit/(expense) of the Group applicable to profit/(loss) before tax at 

applicable rates to the tax credit/(expense) for the year at the effective tax rate is as follows: 

 

   2017 2016 

   US$'000 US$'000 

    (restated) 

 

 Profit/(loss) before tax  (3,915,183) 20,481    _______ _______    _______ _______ 

 

 Tax credit/(expense) at the applicable rates in the countries concerned 380,091 (11,438) 

 Income not subject to tax  66,640 36,953 

 Unrecognised deferred taxes  (236,675) (22,290) 

 Non-deductible expenses  (184,081) (58,172) 

 Provision for prior years  6,953 (4,866)  

 Others   (3,664) (8,762)    _______ _______ 

 

 Tax credit/(expense) for the year  29,264 (68,575)    _______ _______    _______ _______ 
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SECTION A: PERFORMANCE 

 

A5 TAXATION (continued) 

 

A5.4 Deferred tax assets and liabilities 

 

 Deferred tax assets have been recognised at 31 December 2017 and 2016 in respect of tax losses 

arising in different tax jurisdictions that are available for offsetting against future taxable profits of 

the group companies in which the losses arose.   

 

 In addition to the deferred tax assets recorded for tax losses, deferred tax assets and liabilities have 

been provided at 31 December 2017 and 2016 mainly for temporary differences arising from 

compensation and other accruals, tax depreciation and amortisation in excess of related book 

accounting, and investment calculated at prevailing applicable tax rates. 

 

 In evaluating whether it is probable that taxable profits will be earned in future accounting periods 

prior to any tax loss expiry, all available evidence was considered, including approved budgets, 

forecasts and analysis of historical operating results.  These forecasts are consistent with those 

prepared and used internally for business planning and impairment testing purposes.  Following this 

evaluation, the Group believes that it is probable that sufficient profits will be available to allow 

recognised deferred tax assets to be recovered. Jurisdictions for which significant deferred tax assets 

are recognised include: Jamaica and Singapore, as of 31 December 2017 and Hong Kong, Jamaica, 

the UK and the US as of 31 December 2016. Hong Kong, Jamaica and the UK allow indefinite carry 

forward of tax losses while the US allows 20-year carry forward of tax losses.  Although the Group 

believes that as of 31 December 2017 it is probable that sufficient profits will be available to allow 

recognised deferred tax assets to be recovered, it is possible that some, or all, of these deferred tax 

assets could be derecognised in a future period if the Group’s forecasts and business plans are not 

achieved. 

 

 The Group has determined that it is not considered probable that sufficient taxable profits will be 

available against which to utilise certain tax losses in jurisdictions such as Australia, Brazil, Indonesia 

and the UK. These unrecognised tax losses may be carried forward indefinitely, except those in  

Indonesia which may be carried forward for five years.  Below is a summary of unrecognised deferred 

tax assets: 

 

   2017 2016 

   US$'000 US$'000 

    (restated) 

 

 Tax losses not benefited  3,803,587 1,900,187 

 

 Deferred tax assets not recognised in respect of such tax losses 519,437 402,730    _________ _________    _________ _________ 
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SECTION A: PERFORMANCE 
 

A5 TAXATION (continued) 

 

A5.4 Deferred tax assets and liabilities (continued) 
 

 The movements of the Group's deferred tax assets and liabilities during the year are as follows: 
 
 Deferred tax assets 

   Tax losses 
   and credits Compensation 
   carried forward accrual and others Total 
   US$'000 US$'000 US$'000 
 

 At 1 January 2016  166,351 95,478 261,829 
 Benefit recognised/(utilised) during year: 
    in the income statement  20,426  22,810 43,236 
    in equity  - (2,386) (2,386)    ________ _______ ________ 

 At 31 December 2016 and at 1 January 2017   186,777 115,902 302,679 
 Assets in subsidiaries classified as held for sale  (113,361) (69,946) (183,307) 
 Benefit recognised/(utilised) during year:    
    in the income statement  18,370 (42,102) (23,732) 
    in equity  - (1,461) (1,461)    ________ _______ ________ 

 At 31 December 2017  91,786 2,393 94,179    ________ _______ ________    ________ _______ ________ 

 

   2017 2016 

   US$'000 US$'000 
 

 Deferred tax assets per above  94,179 302,679 

 Offsets for statement of financial position presentation*  (1,672) (60,807)   _______ ________ 

 Deferred tax assets after offsets  92,507 241,872   _______ ________   _______ ________ 

 Deferred tax liabilities 
   Property, plant & 
   equipment and Investment 
   intangibles and other Total 
   US$'000 US$'000 US$'000 
 

 At 1 January 2016  63,746 34,285 98,031 
 Liability discharged during year: 
    in the income statement  (30,023) (795) (30,818) 
    in equity  - (252) (252)    ________ _______ ________ 

 At 31 December 2016 and at 1 January 2017   33,723 33,238 66,961 
 Liabilities in subsidiaries classified as held for sale  (33,723) (27,084) (60,807) 
 Liability discharged during year: 
    in the income statement  - (3,836) (3,836) 
    in equity  - (646) (646)    ________ _______ ________ 

 At 31 December 2017  - 1,672 1,672    ________ _______ ________    ________ _______ ________ 

 

   2017 2016 

   US$'000 US$'000 
 

 Deferred tax liabilities per above  1,672 66,961 

 Offsets for statement of financial position presentation*  (1,672) (60,807)   _______ ________ 

 Deferred tax liabilities after offsets  - 6,154   _______ ________   _______ ________ 

 
 * Offsets for statement of financial position presentation represent the netting of deferred tax assets and liabilities where 

a legally enforceable right exists to set off such assets and liabilities of the same subsidiary in the same taxation 
jurisdiction.  
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SECTION A: PERFORMANCE 
 

A5 TAXATION (continued) 

 

A5.4 Deferred tax assets and liabilities (continued) 

 

 The movements of the Company's deferred tax assets during the year are as follows: 
 

 Deferred tax assets 

    Tax losses 

    and credits 

    carried 

    forward 

    US$'000 

 

 At 1 January 2016   - 

 Benefit recognised during year in the income statement   22,100     _______ 

 At 31 December 2016 and at 1 January 2017   22,100 

 Benefit written off during year in the income statement   (22,100)     _______ 

    -     _______     _______ 

 

 

A6 DISCONTINUED OPERATIONS 

 

 The Group has substantially completed the monetisation of its Global Oil Liquids and North American 

Gas & Power businesses. The monetisation plan has been enacted over the past several months via 

three separate processes: 

 

1. Sale of the North American Gas & Power business. The North American Gas & Power business 

was conducted through Noble Americas Gas & Power Corp. (“NAGP”) and was a subsidiary of 

Noble Americas Corp (“NAC”). NAGP was sold prior to the year end. (See Section C7.2); 

 

2. Sale of NAC, a United States incorporated wholly-owned subsidiary of the Group. The Global 

Oil Liquids business was primarily conducted through NAC. NAC was sold subsequent to the 

year end (see Section A9). Its subsidiaries MR Coal Marketing & Trading, LLC (“MR Coal”) and 

Noble Americas South Bend Ethanol LLC (“NASBE”) were sold prior to the year end. (see 

Section C7.2); and 

 

3. Wind-down of certain remaining Global Oil Liquids working capital balances within Noble Clean 

Fuels Limited ("NCFL"), a UK incorporated wholly-owned subsidiary of the Group. The NCFL 

borrowing base facility was fully repaid and cancelled on 11 December 2017. Following the 

completion of the wind-down process, the Group will retain its existing LNG and Asia-focused 

distillates businesses, which operate under NCFL and which remain complimentary to the Hard 

Commodities businesses. 
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SECTION A: PERFORMANCE 
 

A6 DISCONTINUED OPERATIONS (continued) 

 

 The post-tax loss for the year ended 31 December 2017 from the discontinued Global Oil Liquids and 

North American Gas & Power operations attributable to the Group is presented below: 

 

  2017  2016 

  US$'000 US$'000 

 

Revenue  27,987,009 37,861,837 

Cost of sales and services  (28,283,323) (37,703,768)   __________ __________ 

Operating income/(loss) from supply chains  (296,314) 158,069 

Loss on supply chain assets, net*  (371,268) (9,705) 

Share of profits and losses of: 

    Joint ventures  324 13,776 

    Associates  (3,202) (4,402)   __________ __________ 

Total operating income/(losses)  (670,460) 157,738 

Other income net of other expenses  1,158 1,774 

Selling, administrative and operating expenses  (227,501) (249,911) 

Net finance costs  (15,041) (12,785)   __________ __________ 

Loss before tax  (911,844) (103,184) 

Taxation  (141,591) 159,415   __________ __________ 

Net profit/(loss) for the year from the discontinued operations (1,053,435) 56,231   __________ __________   __________ __________ 

 
* Includes impairment of US$114 million on proposed disposal of NAC, US$144 million loss on 

disposal of NAGP and US$61 million loss on disposal of NASBE. 

 

The net cash flows incurred by discontinued operations for the year ended 31 December 2017 are as 

follows: 

 

  2017  2016 

  US$'000 US$'000 

 

Operating activities  78,507 (713,001) 

Investing activities  (15,216) (10,827) 

Financing activities  (202,055) 776,694 

Net foreign exchange differences  1,231 3,584   __________ __________ 

Net cash inflow/(outflow)  (137,533) 56,450   __________ __________   __________ __________ 
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SECTION A: PERFORMANCE 
 

A7 EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF 

THE PARENT 
 

 Basic earnings/(loss) per share amounts are calculated by dividing the profit/(loss) for the year 

attributable to ordinary equity holders of the parent less capital securities dividend by the weighted 

average number of ordinary shares outstanding during the year. 
 

 Diluted earnings/(loss) per share amounts are calculated by dividing the profit/(loss) for the year 

attributable to ordinary equity holders of the parent less capital securities dividend by the weighted 

average number of ordinary shares outstanding during the year plus the weighted average number of 

ordinary shares that would be issued on the conversion of all the dilutive potential ordinary shares into 

ordinary shares. 
 

 The computations of basic and diluted earnings/(loss) per share are based on: 

 

  Continuing Discontinued  

  operations operations Group 

  US$'000 US$'000 US$'000 

 2017 

 Loss 

 Loss attributable to ordinary equity holders of the 

     parent for basic and diluted earnings per share (3,884,799) (1,053,435) (4,938,234) 

 Less: Capital securities dividend (24,388) - (24,388)   __________ __________ __________ 

 Adjusted loss attributable to ordinary equity holders 

     of the parent for basic and diluted earnings  

     per share (3,909,187) (1,053,435) (4,962,622)   __________ __________ __________   __________ __________ __________ 
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SECTION A: PERFORMANCE 
 

A7 EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF 

THE PARENT (continued) 
 

  Continuing Discontinued  

  operations operations Group 

  US$'000 US$'000 US$'000 

 2016          

 Earnings/(loss) 

 Profit/(loss) attributable to ordinary equity holders  

     of the parent for basic and diluted earnings  

     per share (47,578) 56,231 8,653 

  Less: Capital securities dividend (24,000) - (24,000)   __________ __________ __________ 

 Adjusted loss attributable to ordinary equity 

     holders of the parent for basic and diluted  

     earnings per share (71,578) 56,231 (15,347)   __________ __________ __________   __________ __________ __________ 

 

   2017 2016 

   Share'000 Share'000 

    (restated) 

 Shares 

 Weighted average number of ordinary shares   1,309,253 1,083,136 

 Dilutive effect of share options  - -    __________ __________ 

 Weighted average number of ordinary shares adjusted 

     for the dilutive effect  1,309,253 1,083,136    __________ __________    __________ __________ 

 

 Note: The effect of share consolidation and bonus element resulting from the rights issue has been 

included in the calculation of basic and diluted loss per share. Prior year basic and diluted 

earnings/(loss) per share is adjusted to take into the effect of share consolidation in order to 

provide a comparable basis for the share consolidation in the current year. 

 

 The basic and diluted earnings/(loss) per share are as follows:  
 

   Continuing operations Discontinued operations Group 

  2017 2016 2017 2016 2017 2016 

  US$ US$ US$ US$ US$ US$ 

    (restated)  (restated)  (restated) 

 

 Basic   (2.9858) (0.0661) (0.8046) 0.0519 (3.7904) (0.0142)

 Diluted   (2.9858) (0.0661) (0.8046) 0.0519 (3.7904) (0.0142)   _________ _________ _________ _________ _________ ________   _________ _________ _________ _________ _________ ________ 
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SECTION A: PERFORMANCE 
 

A8 OPERATING LEASE COMMITMENTS  
 

A8.1 Significant accounting policies 

 

 Leases that transfer substantially all the rewards and risks of ownership of assets to the Group, other 

than legal title, are accounted for as finance leases. At the inception of a finance lease, the cost of the 

leased asset is capitalised at the present value of the minimum lease payments and recorded together 

with the obligation, excluding the interest element, to reflect the purchase and financing. 
 

 Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are 

accounted for as operating leases. Where the Group is the lessor, assets leased by the Group under 

operating leases are included in non-current assets and rentals receivable under the operating leases 

are credited to the income statement on the straight-line basis over the lease terms. Where the Group 

is the lessee, rentals payable under the operating leases are charged to the income statement on the 

straight-line basis over the lease terms. 

 

A8.2 Details of operating lease commitments 

 

 Future minimum lease receivables as lessor and payables as lessee of the unexpired leases under non-

cancellable operating leases as at 31 December 2017 and 2016 were as follows: 
 

   2017   2016  
   Office and Terminals   Office and Terminals 

   facilities and   facilities and 

  Vessels premises equipment Total Vessels premises equipment Total 
 As lessor 

 Lease term N/A up to N/A  N/A up to N/A 

   2 years    3 years 
  US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 

 

 Within one year - 132 - 132 - 749 - 749 
 In the second to fifth years, inclusive - 132 - 132 - 275 - 275   _______ _______ _______ _______ _______ _______ _______ _______ 

  - 264 - 264 - 1,024 - 1,024   _______ _______ _______ _______ _______ _______ _______ _______   _______ _______ _______ _______ _______ _______ _______ _______ 

 As lessee 
 Lease term 2 months to up to up to  1 year to up to 1 month to 

  7 years 8 years 5 years  9 years 9 years 6 years 
  US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 

 

 Within one year 85,501 10,852 44,344 140,697 62,878 16,970 43,436 123,284 
 In the second to fifth years, inclusive 173,432 26,964 190,544 390,940 190,824 47,290 186,566 424,680 

 After five years 28,798 5,534 - 34,332 52,648 9,261 49,853 111,762   _______ _______ _______ _______ _______ _______ _______ _______ 

  287,731 43,350* 234,888* 565,969 306,350 73,521* 279,855* 659,726   _______ _______ _______ _______ _______ _______ _______ _______   _______ _______ _______ _______ _______ _______ _______ _______ 

  

 * Operating lease commitments included above from discontinued operations for the year ended 31 

December 2017 were US$21,329,000 (2016: US$26,582,000) for office and facilities premises and 

US$234,834,000 (2016: US$278,388,000) for terminals and equipment, respectively. 
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SECTION A: PERFORMANCE 
 

A9 EVENTS AFTER THE REPORTING PERIOD  

 

1. On 12 January 2018, the Group announced the disposal of NAC had been completed. 

 

 At the closing, the estimated consideration was approximately US$400 million, comprising the 

estimated closing date base consideration of approximately US$214 million, plus estimated 

closing date net working capital of approximately US$388 million, minus estimated closing date 

indebtedness of US$202 million. At the closing, the amount paid by the buyer to Noble Resources 

UK Holding Limited (“NRUK”) was approximately US$272 million. In addition, the buyer has 

deposited with an escrow agent US$122 million, comprising the general escrow amount of 

US$107 million and the tank escrow amount of US$15 million. The amount to be paid out from 

the escrow account shall be subject to adjustment based on an amount (which may be a positive 

or negative amount) to be determined following the closing in accordance with the terms and 

conditions of the sales and purchase agreement (“SPA”). In addition, the amount paid by the buyer 

includes a deduction of approximately US$6 million in respect of transaction costs (including 

US$4 million which is payable by NRUK as a contribution towards the cost of certain insurance 

policies obtained by the buyer in respect of the SPA). A further announcement will be made upon 

the final determination of the consideration.  

 

 At the closing, the buyer caused the repayment of the estimated closing date indebtedness to the 

intended beneficiaries, including the discharge of indebtedness under the NAC secured borrowing 

base facility. The NAC secured borrowing base facility has subsequently been retired. 

 

2. The Group announced a restructure plan in 29 January 2018. For detail, please refer to “Basis of 

presentation, preparation and consolidation”. 

 

3. On 26 February 2018, the Group announced that its wholly-owned subsidiary, Noble Resources 

International Pte. Ltd. (“NRIPL”), had on 23 February 2018 entered into an asset purchase 

agreement with Tricon Dry Chemicals LLC and Tricon International Ltd. (doing business as 

Tricon Energy Ltd.) in connection with the proposed sale of a marketing and offtake agreement 

for petrochemical products. The aggregate consideration for the proposed disposal is 

approximately US$10 million. 
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SECTION A: PERFORMANCE 
 

A10 NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS – ADJUSTMENTS TO 

PROFIT/(LOSS) BEFORE TAX 

 

  Notes 2017 2016 

   US$'000 US$'000 

    (restated) 

  

 Depreciation C2.3 83,062 104,301 

 Amortisation of intangible assets C3.3 18,792 18,090 

 Gain on redemption of senior notes  - (13,315) 

 Net losses on impairment and  

  disposal of non-current assets*    

 - from continuing operations  431,427 66,998 

 - from discontinued operations  119,355 7,227 

 Impairment of long term loans A3.2, C5.4 6,497 1,800 

 Impairment of trade receivables  97,965 12,006 

 Impairment of prepayments and other receivables B3.3 172,236 16,780 

 Impairment of inventories  11,000 - 

 Loss on deemed disposal of an associate C4.5 257,815 - 

 Net losses/(gains) on disposal of subsidiaries 

 - from continuing operations (excluding NES)  8,540 3,718 

 - NES C7.2 - (291,485) 

 - from discontinued operations  202,536 - 

 Re-measurement gain on a pre-existing interest C7.2 (15,904) (4,245) 

 Share of profits and losses of joint  

  ventures/associates C4.3, C4.5, A6 16,048 71,519 

 Share-based payment and equity-settled 

  share option expenses  28,730 60,336 

 Dividend income from long term equity investments  (876) (859) 

 Net finance costs A4.2, A6 194,319 157,794     _________ _________ 

    1,631,542 210,665     _________ _________     _________ _________ 

 

 * Impairment of non-current assets of US$421,662,000 (2016: US$66,461,000), being property, plant 

and equipment of US$169,101,000 (2016: US$50,453,000) (see note C2.3 and E2), mine properties 

of US$7,488,000 (2016: US$2,845,000) (see note C2.4), intangible assets of US$36,604,000 (2016: 

US$Nil) (see note C2.3 and E2), associates of  US$112,978,000 (2016: US$4,888,000) (see note 

C4.6), joint ventures of US$36,779,000 (2016: US$44,000) (see note C4.6), long term equity 

investments of US$23,866,000 (2016: US$8,231,000) (see note C5.3) and assets held for sale of 

US$34,846,000 (2016: US$Nil).  
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B1 WORKING CAPITAL MANAGEMENT 

 

B1.1 Overview 

  

 Set out below are the Group’s primary strategies to manage its working capital: 

   

 Monitoring trade receivables and use of trade receivables discounting programmes, see note B2.4 

 The Group closely monitors its outstanding trade receivables and seeks opportunities to monetise them 

using discounting facilities with banks. The Company has a receivables purchase program in place 

which involves a true sale of receivables to the bank(s) and utilises credit insurance to mitigate risk.   

 

 Prefinancing, see note B3.3 

 In an environment where bank or capital market funding to suppliers is scarce, and in situations where 

the Group can broaden its sourcing capabilities, it may elect to prepay suppliers to secure future 

deliveries.  The Group will identify banks to fund these prepayments with or without recourse.  The 

Group manages the associated credit and performance risk and may also elect to support this by adding 

insurance. 

 

 Monitoring inventories and use of inventories sales programmes, see note B4.2 

 As part of its working capital management, the Group may elect to sell some of its commodity 

inventories to certain financial institutions, under a risk and reward transfer.  Such inventory sales 

programmes included an option, not an obligation, to repurchase the goods at a later time. 

 

 Revolving credit facilities, see note D3.2 

 The Company utilises short to medium term revolving credit facilities to partially fund its working 

capital. The facilities are available for general corporate purposes.  These facilities are committed and  

unsecured. 

 

 Borrowing base facility, see note D3.2 

 Certain of the Group’s subsidiaries in the US and Europe utilised borrowing base facilities with certain 

banks to finance a portion of its working capital. These entities provided a general lien over their 

assets to the banks providing the facilities. Drawings in the form of loans and letters of credit 

(including stand-by letters of credit) were provided against specific eligible collateral, which included 

inventories and receivables. These borrowing base facilities have been retired following the 

completion of the monetisation of the Company’s Global Oil Liquids and North American Gas & 

Power businesses after the year end. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B1 WORKING CAPITAL MANAGEMENT  
 

B1.1 Overview (continued) 
  Notes 2017 2016 
   US$'000 US$'000 
 

 Trade receivables B2.3 665,128 2,407,412 
 Prepayments, deposits and other receivables B3.3 398,577 867,010 
 Net fair value gains on commodity and 
     other derivative financial instruments B6.3 352,901 2,776,419 
 Inventories B4.2 166,422 1,643,046 
 Trade and other payables and accrued liabilities B5.2 (942,664) (3,151,299)    _________ _________ 

 Working capital  640,364 4,542,588    _________ _________    _________ _________ 

 

 

B2 TRADE RECEIVABLES  
 

B2.1 Significant accounting policies 
 

 Trade receivables are non-derivative financial assets with fixed or determinable payments that are not 

quoted in an active market. Such assets are subsequently carried at amortised cost using the effective 

interest method. Amortised cost is calculated by taking into account any discount or premium on 

acquisition and including fees that are an integral part of the effective interest rate and transaction 

costs. Gains and losses are recognised in the income statement when the trade receivables are 

derecognised or impaired, as well as through the amortisation process. Please refer to note F2 for the 

accounting policy for the derecognition of financial assets which includes trade receivables. 
 

 The carrying amounts of trade receivables approximate to their fair values.  
 

B2.2 Significant accounting judgements and estimates 
 

 Impairment 

 Impairment is determined based on the periodic evaluation of collectability and ageing analysis of 

each receivable. This involves significant management judgement in assessing factors such as 

financial difficulties of the debtor, default or significant delay in payments, dispute with the debtor 

and other market conditions. Where there is objective evidence of impairment, the ultimate realisation 

of the receivables is estimated based on the current creditworthiness and the past repayment history 

of the relevant debtor. If the financial condition of debtors of the Group was to deteriorate, resulting 

in an impairment of their ability to make payments, additional allowances may be required.  
 

 Derecognition 

 Derecognition is determined based on the evaluation of the probability of credit default risk of each 

receivable and on management’s judgement.  A considerable amount of judgement is required in 

estimating the transfer of risk and rewards of the receivable, including the current creditworthiness 

and the past repayment history of the relevant debtor.  If the Group has neither transferred nor retained 

substantially all the risks and rewards of the receivable, the receivable is recognised to the extent of 

continuing involvement if the transferee does not have the practical ability to sell the receivable.   
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B2 TRADE RECEIVABLES (continued) 

 

B2.3 Details of trade receivables 

 

 The aged analysis of the trade receivables that are not individually nor collectively considered to be 

impaired is as follows:  
 

   Neither past 

   due nor  Past due but not impaired    __________________________________________________________________ 
  Total impaired < 31 days 31-60 days 61-90 days 91-120 days >120 days 

  US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 

 

 2017  638,447 504,084 47,618 25,953 20,372 11,458 28,962 

 2016 2,407,412 2,087,448 168,289 13,893 12,534 12,830 112,418 

 

  

 Trade receivables of US$Nil (2016: US$352,501,000) were pledged to banks for borrowing base 

facilities of US$Nil (2016: US$2,000,000,000). 

 

 The Group has in place provisioning procedures for financial assets, under which trade receivables 

will be  assessed for recoverability at the end of each reporting period as to whether there is any 

objective evidence that such receivable is impaired. As stated in note B7.1, the Product Credit 

Committees are responsible for impairment reviews and for recommending credit provisions to the 

Global Credit Committee for approval. Additional information on the credit risk management of the 

Group is provided in note B7.3. 

 

 As at 31 December 2017, trade receivables of US$134,286,000 were impaired and provided for as 

detailed below: 

   2017 2016 

   US$'000 US$'000 

 

 At 1 January  31,309 21,895  

 Impairment  109,077 12,006 

 Amounts written off   (3,520) (2,150) 

 Disposal of subsidiaries  (2,580) (442)    _______ _______ 

 

 At 31 December  134,286 31,309    _______ _______    _______ _______ 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B2 TRADE RECEIVABLES (continued) 

 

B2.4 Receivable purchase programmes 

  Programme size 2017 2016 

  US$'000 US$'000 US$'000 

 

 Oil Liquids, Energy Coal and Metals businesses 111,582 98,110 191,615   _________ _________ _________   _________ _________ _________ 

 

 Oil Liquids, Energy Coal and Metals businesses 

 On 23 December 2015, the Group entered into a receivable purchase programme of US$230,000,000 

with associated credit insurance.  The Group utilised this programme to discount a portion of its 

receivables within the Oil Liquids, Energy Coal and Metals businesses under a true sale agreement. 

The size of the programme was reduced gradually to US$111,582,000 as at 31 December 2017. It was 

further reduced down to US$100,000,000 in January 2018. 

 

 As at 31 December 2017, trade receivables, with a credit period of up to 180 days, of US$98,110,000 

(2016: US$191,615,000) were discounted. Pursuant to the Group’s derecognition accounting policy 

as described in note F2, US$85,510,000 (2016: US$179,115,000) was derecognised on receipt of the 

associated financing, and US$12,600,000 (2016: US$12,500,000) continues to be recorded in trade 

receivables. The Group does not retain any rights over the remaining trade receivables, except for the 

potential future cash receipt from the cash reserve account mentioned below. The remaining financing 

of US$12,600,000 (2016: US$12,500,000) was recorded as bank borrowings at the end of the 

reporting period. Of the cash receipts, US$85,510,000 (2016: US$179,115,000) was recorded as cash 

and US$12,600,000 (2016: US$12,500,000) was held in a separate cash reserve account and was 

recognised within other receivables at the end of the reporting period. The separate cash reserve 

account is maintained to fund any credit losses or delayed payment interest on the portfolio of trade 

receivables. Any credit loss in excess of US$12,600,000 (2016: US$12,500,000) will be covered by 

the credit insurance programme. The credit insurance programme has a term of one year and can be 

renewed upon expiry. The balance of the cash reserve account will be released to the Group upon 

termination of the financing facility. Under the terms of the financing facility, the Group will have to 

repurchase the receivables at the original invoice amount upon the occurrence of defined repurchase 

events, including as a result of a commercial dispute between the Group and the receivable payer as 

well as in the event the credit insurer should become insolvent prior to the termination of the receivable 

programme. Based on historical experience the Group believes the likelihood of a repurchase event 

occurring to be remote. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B3 PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES  

 

B3.1 Significant accounting policies 

 

 Prepayments, deposits and other receivables are initially recognised at fair value and thereafter stated 

at amortised cost using the effective interest method, less allowance for impairment of doubtful debts.  

The carrying amounts of prepayments, deposits and other receivables approximate to their fair values 

because of short term maturity. Please refer to note F2 for the accounting policy of impairment of 

financial assets which includes prepayments. 

 

B3.2 Significant accounting judgements and estimates 

 

 Impairment is determined based on the evaluation of collectability and ageing analysis of deposits, 

other receivables and on the operation risk of the prepayment. Judgement is required in estimating the 

ultimate realisation of the prepayments, deposits and other receivables, including the current 

creditworthiness, the past repayment history of the relevant debtor and the operation risk of the 

counterparty. If the financial condition of debtors or counterparty of the Group was to deteriorate, 

resulting in an impairment of their ability to make payments, perform service, or provide products, 

additional allowances may be required.   

 

 An assessment is made at the end of each reporting period as to whether there is an indication that 

previously recognised impairment losses may no longer exist or may have decreased. If such an 

indication exists, the recoverable amount is estimated. A previously recognised impairment loss of 

the prepayments, deposits or other receivables is reversed only if there has been a change in the 

estimates used to determine their recoverable amount, but not to an amount higher than the carrying 

amount that would have been determined if no impairment loss had been recognised for the 

prepayments, deposits or other receivables in prior years. A reversal of such an impairment loss is 

credited to the income statement in the period in which it arises. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B3 PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES (continued) 

 

B3.3 Details of prepayments, deposits and other receivables 

 

  Group Company 

  2017 2016 2017 2016 

  US$'000 US$'000 US$'000 US$'000 

 

 Prepayments  191,386 320,746 30,099 12,419 

 Deposits and other receivables  207,191 546,264 25,791 28,047   _________ _________ _________ _________ 

  398,577 867,010 55,890 40,466   _________ _________ _________ _________   _________ _________ _________ _________ 

 

 During the year, prepayments and other receivables of US$172,236,000 (2016: US$16,780,000) were  

 impaired. 

 

 

B4 INVENTORIES  

 

B4.1 Significant accounting policies 

 

 General 

 Inventories principally comprise commodities held for trading and inventories that form part of the 

Group's normal purchase, sale or usage requirements for its manufacturing or processing activities. 

 

 All the inventories of the Group for commodity trading are measured at fair value less costs to sell, 

with changes in fair value less costs to sell recognised in the income statement in the period of the 

change.  All the other inventories are stated at the lower of cost and net realisable value.  

 

 Inventory sales programme with repurchase option 

 Revenue recognition policy of the inventory sales programme is set out in note A3.1. 

 

B4.2 Details of inventories 

   2017 2016 

   US$'000 US$'000 

 Commodity inventories at fair value 

 - Level 1  79,377 59,307 

 - Level 2  79,755 1,573,083    _________ _________ 

   159,132 1,632,390 

 Other inventories at the lower of cost and net realisable value 7,290 10,656    _________ _________ 

 

   166,422 1,643,046    _________ _________    _________ _________ 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B4 INVENTORIES (continued) 

 

B4.2 Details of inventories (continued) 

 

 Inventories of US$Nil (2016: US$1,053,608,000) and US$Nil (2016: US$109,477,000) were pledged 

to banks for borrowing base facilities of US$Nil (2016: US$2,000,000,000) and bilateral bank 

borrowings, respectively. 

 

 Upon the occurrence and during the continuance of an event of default, the Group is not allowed to 

withdraw, transfer, sell, redeem, pledge, rehypothecate or otherwise deliver or dispose the pledged 

inventories without the prior written consent of the administrative agent of the bank facilities. 

 

 Readily marketable inventories (“RMI”) 

 RMI are certain commodity inventories (hedged or presold) which are readily convertible to cash 

because of their commodity characteristics, widely available markets and international pricing 

mechanisms. RMI is not a defined IFRS concept. 

 

 At 31 December 2017, RMI amounted to US$104,068,000 (2016: US$1,526,251,000), which 

represented 63% (2016: 93%) of total inventories, of which inventories in transit to customers were 

US$2,025,000 (2016: US$2,651,000). 

 

 Inventory sales programme with repurchase option 

 In the normal course of the Group’s business, the Group may enter into structured transactions with 

financial institutions to sell some of its commodity inventories with repurchase options, but not an 

obligation, to repurchase the inventories.  These inventories are treated as sales after the transfer of 

risk and reward. Inventory repurchase options are marked-to-market as commodity trading contracts.  

 

 Inventory sales under the programme gradually decreased during the year as the Group tightened 

management of its inventory levels as evidenced by the decrease in total inventories to 

US$166,422,000 (2016: US$1,643,046,000).  As at 31 December 2017, inventory sales amounted to 

US$Nil (2016: US$129,000,000). 

 

 

B5 TRADE AND OTHER PAYABLES AND ACCRUED LIABILITIES  

 

B5.1 Significant accounting policies 

 

 General 

 Trade and other payables are initially stated at fair value less directly attributable transaction costs and 

are subsequently measured at amortised cost, using the effective interest method.  

 

 The carrying amounts of trade and other payables approximate to their fair values because of their 

immediate or short term maturity. 

 

 Gains and losses are recognised in the income statement when the liabilities are derecognised as well 

as through the amortisation process. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B5 TRADE AND OTHER PAYABLES AND ACCRUED LIABILITIES (continued) 

 

B5.1 Significant accounting policies (continued) 

 

 Financial guarantee contracts 

 Financial guarantee contracts within the scope of IAS 39 are accounted for as financial liabilities. A 

financial guarantee contract is recognised initially at its fair value plus transaction costs that are 

directly attributable to the acquisition or issue of the financial guarantee contract, except when such 

contracts are recognised at fair value through profit or loss. Subsequent to initial recognition, the 

Group measures financial guarantee contracts at the higher of: (i) the amount of the best estimate of 

the expenditure required to settle the present obligation at the end of the reporting period; and (ii) the 

amount initially recognised less, when appropriate, cumulative amortisation recognised in accordance 

with IAS 18 Revenue. 

 

 Provisions 

 Provisions are recognised when the Group has a present obligation (legal or constructive) as a result 

of a past event and it is probable that a future outflow of resources embodying economic benefits will 

be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation. 

 

B5.2 Details of trade and other payables and accrued liabilities 

 
  Group Company 

  2017 2016 2017 2016 

  US$'000 US$'000 US$'000 US$'000 

 

 Trade payables (non-interest bearing) 371,898 2,504,430 - - 

 Other payables and accrued liabilities 570,766 646,869 272,761 182,864   _________ _________ _________ _________ 

  942,664 3,151,299 272,761 182,864   _________ _________ _________ _________   _________ _________ _________ _________ 

 

 Accrued liabilities include provisions to cover onerous contract, legal and tax contingencies which are 

detailed as below:   

 

   2017 2016 

   US$'000 US$'000 

 

 At 1 January  105,750 132,175  

 Additional provisions made  36,056 18,427 

 Provision utilised  (7,200) (38,349) 

 Write back of provision  (61,999) (6,503)    ________ ________ 

 At 31 December  72,607 105,750    ________ ________    ________ ________ 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS  

 

B6.1 Significant accounting policies 

 

 Derivative instruments 

 As a supply chain business operator, the Group enters into transactions in respect of commodity and 

other derivative instruments such as foreign exchange contracts (“FX”) and interest rate swaps 

(“IRS”). Derivative instruments include commodity contracts which do not form part of the Group’s 

manufacturing or processing activities. All derivative instruments are initially recognised at fair value 

on the date on which the contracts are entered and are subsequently re-measured at fair value. 

Derivative instruments are carried as receivables when the fair value is positive and as payables when 

the fair value is negative. Any gains or losses arising from changes in the fair value of a derivative 

instrument are recorded in the income statement in the cost of sales and services in the period of 

change unless the derivative instrument is designated as a cash flow hedge. If a derivative instrument 

is a cash flow hedge, changes in the fair value of the derivative instrument are recognised in a separate 

component of equity until the hedged item is recognised in earnings.  Any ineffective portion of a 

hedging derivative's change in fair value is recognised in the income statement.  

 

 Commodity contracts  

 There are two categories of commodity contracts: 

 1. Physical settled commodity contracts (“physical contracts”), which include commodity forward 

purchase and sales contracts, offtake agreements and other commodity contracts.  

 2.  Cash-settled commodity contracts (“cash-settled contracts”), which include commodity futures, 

options, swaps and forward freight agreements.  In rare circumstances the Group may deliver 

physical commodities to settle these contracts. 

 

 Certain business divisions of the Group are involved in the mining, manufacturing and processing of 

commodities.  Commodity contracts that form part of the Group's normal purchase, sale or usage 

requirements for these activities are accounted for as executory contracts and are recorded as revenue 

or cost of sales and services when the delivery of the commodities has taken place. These contracts 

are not included as commodity derivatives on the statement of financial position. 

 

 Fair value hierarchy 

 The Group uses the following hierarchy for determining and disclosing the fair value of financial 

instruments: 

 Level 1: based on quoted (unadjusted) prices in active markets for identical assets or liabilities 

 Level 2: based on valuation techniques for which all inputs that are significant to the fair value 

measurement are observable, either directly or indirectly 

 Level 3: based on valuation techniques for which one or more inputs that are significant to the fair 

value measurement are unobservable 

 

 Transfer between levels of the fair value hierarchy 

 Transfers between levels of the fair value hierarchy are determined to have occurred at the end of each 

reporting period. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.2 Significant accounting judgements and estimates 

 

 In determining the appropriate fair value of commodity and other derivative instruments classified as 

Level 2 or Level 3 in the fair value hierarchy, the Group makes use of valuation models.  Following 

the requirements of IFRS, the Group makes maximum use of observable market data as inputs to these 

valuation models.  Where observable market data is not available, the Group has to make use of 

management estimates for unobservable inputs to the models, and seeks to corroborate the estimates 

to available market data, or through back-testing against historical experience.  The Group’s 

governance process over the valuation process is described in detail in note B6.5. 

 

 The most significant unobservable inputs to the models of Level 3 instruments and the sensitivities of 

the valuations to reasonable changes in these inputs are disclosed in note B6.4. 

 

 The Group books valuation adjustments for model uncertainty and these reflect the Group’s view of 

what a market participant would consider when measuring a contract at fair value.   As the Group has 

many contracts and each contract is different, the Group policy is to make transaction specific 

valuation adjustments to reflect transaction specific risk.  

 

 When assessing whether a valuation is allocated to Level 2 or Level 3 in the fair value hierarchy the 

Group assesses the significance of unobservable inputs in each transaction’s valuation model, and 

where deemed significant allocates the transaction to Level 3.   The approach adopted involves 

stressing the inputs and comparing the impact on the overall valuation at both an individual input and 

an aggregate basis when there is more than one unobservable input against a significance 

threshold.  The Group uses a 15% significance threshold for this purpose. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.3 Details of commodity and other derivative financial instruments 

 

 The following table shows the breakdown of the Group’s fair value gains and losses on commodity contracts and derivative financial instruments recorded in 

current assets and liabilities as at 31 December 2017 and 2016: 

 
    Analysis by 

 Analysis by maturity (in US$'000)   fair value hierarchy (in US$'000)  
   < 1 year 1 to 2 years 2 to 3 years 3 to 4 years > 4 years Level 1 Level 2 Level 3 Total  

 2017 

  
 Current assets:   

  Trading Physical contracts 252,617 53,602 104,648 72,315 18,115 - 501,297 - 501,297 

    Cash-settled contracts 10,523 1,391 - - - 2,911 9,003 - 11,914      

  Cash flow IRS  - - 50 - 54 - 104 - 104 

   hedge        ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 Total   263,140 54,993 104,698 72,315 18,169 2,911 510,404 - 513,315     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 
 Current liabilities:  

  Trading Physical contracts  (121,449) (7,443) (6,923) (959) 254 - (136,520) - (136,520) 

    Cash-settled contracts  (17,465) (3,589) - - - (21,040) (14) - (21,054) 
    FX/IRS  (34) - - - - (32) (2) - (34)       

  Cash flow Cash-settled contracts  (2) - (13) - - (15) - - (15) 
   hedge IRS  - - (266) (810) (1,715) - (2,791) - (2,791)     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 Total   (138,950) (11,032) (7,202) (1,769) (1,461) (21,087) (139,327) - (160,414)     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 

 Net financial assets  124,190 43,961 97,496 70,546 16,708 (18,176) 371,077 - 352,901     ________ ________ ________ ________ ________ ________ ________ ________ ________     ________ ________ ________ ________ ________ ________ ________ ________ ________  

 

 Percentage of total net financial assets 35% 12% 28% 20% 5% (5%) 105% 0% 100% 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.3 Details of commodity and other derivative financial instruments (continued) 
    Analysis by 

 Analysis by maturity (in US$'000)   fair value hierarchy (in US$'000)  

   < 1 year 1 to 2 years 2 to 3 years 3 to 4 years > 4 years Level 1 Level 2 Level 3 Total  
 2016 

 Current assets:   

  Trading Physical contracts 1,153,396 429,817 279,518 229,678 1,258,251 - 2,670,201 680,459 3,350,660 
    Cash-settled contracts (43,368) 272,057 105,374 30,797 1,393 205,766 145,436 15,051 366,253 

    FX /IRS  57,120 1,753 - 467 4,188 49,337 14,191 - 63,528      

  Cash flow Cash-settled contracts  96 (122) - - - - (26) - (26) 

   hedge IRS  - - - 27 75 - 102 - 102     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 Total   1,167,244 703,505 384,892 260,969 1,263,907 255,103 2,829,904 695,510 3,780,517     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 

 Current liabilities:  

  Trading Physical contracts  (687,075) (46,592) (3,362) (1,099) (1,958) - (704,624) (35,462) (740,086) 

    Cash-settled contracts  (128,659) (83,606) (4,196) 2,201 243 (106,757) (107,260) - (214,017) 

    FX/IRS  (53,083) (1,908) - (247) (3,991) (44,308) (14,921) - (59,229)       

  Cash flow Cash-settled contracts  5,050 4,790 2,406 (3) - 8,246 3,997 - 12,243 

   hedge FX /IRS  (4,458) 1,551 - (27) (75) 1,638 (4,647) - (3,009)     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 Total   (868,225) (125,765) (5,152) 825 (5,781) (141,181) (827,455) (35,462) (1,004,098)     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 
 Net financial assets  299,019 577,740 379,740 261,794 1,258,126  113,922 2,002,449 660,048 2,776,419     ________ ________ ________ ________ ________ ________ ________ ________ ________     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 
 Percentage of total net financial assets 11% 21% 14% 9% 45% 4% 72% 24% 100% 

 

 During the years ended 31 December 2017 and 2016, there were no transfers between Level 1 and Level 2 fair value measurements. 
 

 Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement of financial position if there is a currently enforceable legal right to offset the 

recognised amounts and there is an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously. Please refer to note B6.6 for details. 

 

 Cash flow hedges 

 As at 31 December 2017 and 2016, the Group entered into oil swaps designated as hedges for the operating costs of vessels; interest rate swaps designated as hedges for finance costs on bank 

and capital market debt; and forward freight agreements designated as hedges of operating freight costs. Please refer to note F2 for the accounting policy on hedge accounting. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.3 Details of commodity and other derivative financial instruments (continued) 

 

 The following table shows the breakdown of the Company’s fair value gains and losses on commodity contracts and derivative financial instruments recorded 

in current assets and liabilities as at 31 December 2017 and 2016: 
    Analysis by  
 Analysis by maturity (in US$'000)   fair value hierarchy (in US$'000)  

 2017  < 1 year 1 to 2 years 2 to 3 years 3 to 4 years > 4 years Level 1 Level 2 Level 3 Total 

 Current assets:  

  Cash flow hedge IRS - - 50 - 54 - 104 - 104      

 
 Current liabilities: 

  Cash flow hedge IRS - - (266) (810) (1,715) - (2,791) - (2,791)             ________ 

 

 Net financial liabilities  - - (216) (810) (1,661) - (2,687) - (2,687)     ________ ________ ________ ________ ________ ________ ________ ________ ________     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 

 Percentage of total net financial liabilities N/A N/A 8% 30% 62% N/A 100% N/A 100% 

 
    Analysis by  

 Analysis by maturity (in US$'000)   fair value hierarchy (in US$'000)  

 2016  < 1 year 1 to 2 years 2 to 3 years 3 to 4 years > 4 years Level 1 Level 2 Level 3 Total 
 Current assets:  

  Cash flow hedge FX/IRS - - - 28 75 - 103 - 103              

 

 Current liabilities: 

  Cash flow hedge FX/IRS (92) - - (703)   (3,853)  - (4,648) - (4,648)             ________ 

 

 Net financial liabilities  (92) - - (675) (3,778) - (4,545) - (4,545)     ________ ________ ________ ________ ________ ________ ________ ________ ________     ________ ________ ________ ________ ________ ________ ________ ________ ________ 

 

 Percentage of total net financial liabilities 2% N/A  N/A  15% 83% N/A  100% N/A  100% 

 

 During the years ended 31 December 2017 and 2016, there were no transfers between Level 1 and Level 2 fair value measurements.
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.4 Fair value disclosures 

 

 The following table provides information about the fair valuation techniques and inputs used: 
 

 Valuation method Underlying financial  Key inputs 

  instruments 

 Level 1 

    Quoted prices in active Cash-settled contracts/ Quoted prices in active market. 

     markets   FX 
 

 Level 2 

    Discounted cash flow Physical contracts/ Volume of the contract and the forward price which is either a flat price or a basis (premium or discount) 
    cash-settled contracts plus the respective commodity index price applicable to the contracts. The future cash flows are discounted 

   at a risk adjusted discount rate. 

 
    Discounted cash flow Cash-settled contracts Current commodity price and creditworthiness of the counterparties and Noble which are observable in the market. 

 

    Discounted cash flow FX/IRS Observable quoted rates.  Prices are adjusted by a discount rate which captures the time value of money, 
   counterparty and credit considerations. 

 

 

 Valuation method Underlying financial  Key inputs Range of input Sensitivity Analysis  

  instruments 

    Favourable Unfavourable 
     2017 2016 2017 2016 

     US$'M US$'M US$'M US$'M 
 Level 3 

    Discounted cash flow Physical contracts/cash- Inflation rate*1 0.5% - 197 - (204) 

    settled contracts Forward price curve*2 US$2.1/MT to US$390/MT 
   Premium for quality and location*3 2.5% to 16.7% 

   Discount for quality and location*3 4.0% to 6.0% 

   Conversion price ratio of alumina from aluminium*4 16.3%  
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 
 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.4 Fair value disclosures (continued) 

 

 Level 3 analysis 

 The paragraphs below describe key unobservable inputs to Level 3 contracts: 

  

 *1 For the valuation of long term contracts where observable prices are not available, the Group 

estimates that nominal prices will move in accordance with inflation rates. The sensitivity analysis 

above shows the impact of a +/- change of 1% in inflation rate. 

 

 *2 Forward price curves for long dated and illiquid commodities have been projected based on the 

Group’s best estimates. Where possible, broker consensus, third party consensus, market 

publications, and a combination of above sources have been used in developing these forward 

price curves.  

 

 *3 Premium or discounts for quality and location reflect a price adjustment for specific characteristics 

of a commodity that more accurately depicts the asset or liability being measured. For certain 

commodity contracts, this adjustment is unobservable and significant to the overall valuation of 

the contract.  The Group makes use of historical data and available market data to make 

appropriate estimates on a consistent basis for its contracts. 

 

 *4 Conversion price ratio of alumina to aluminium represents the correlation between alumina and 

aluminium which is a significant input in the fair valuation of alumina contracts.   

 

 Favourable and unfavourable changes are determined on the basis of sensitivity analysis.  The 

sensitivity analysis measures the impact on the Level 3 contract fair values with regard to reasonable 

alternative assumptions for unobservable inputs.  The Group takes into account the nature of the 

valuation technique employed and exercises judgement on the available observable and historical data 

in arriving at reasonable alternative assumptions. 

 

 When the fair value is affected by more than one unobservable assumption, the above table reflects 

the most favourable or the most unfavourable change from varying the reasonable alternative 

assumptions individually. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.4 Fair value disclosures (continued) 

 

 Level 3 analysis (continued) 

 Level 3 contracts require recurring fair value measurement. The change in Level 3 balances during 

the year was as follows: 

 

   2017 2016 

   US$'000 US$'000 

 

 At 1 January  660,048 614,832  

 Additions   - (4,389) 

 Disposals  - (87,158) 

 Realised during the year  (14,313) (19,086) 

 Unrealised gain/(loss) included in the income statement   (698,383) 126,225 

 Assets transfer into Level 3, net  - 5,706 

 Liabilities transfer out of Level 3, net  52,648 23,918    _________ _________ 

 

 At 31 December  - 660,048    _________ _________    _________ _________ 

 

 The Group’s current policy is to reassess and make any required transfers between levels in the fair 

value hierarchy at the end of each reporting period.  

 

 Contracts with a fair value of US$5,706,000 were transferred into Level 3 during 2016 primarily due 

to the increase in sensitivity of the unobservable components of the transactions.  The volatility in 

commodity prices during 2016 increased the sensitivity of contract valuation and introduced 

additional project risks.  These volatilities and risks increased the significance of the unobservable 

input of certain contracts, and the Group has transferred these contracts from Level 2 to Level 3. There 

was no transfer of contracts from Level 2 to Level 3 in 2017. 

 

 Contracts with a fair value loss of US$52,648,000 (2016: US$23,918,000) were transferred out of 

Level 3 primarily due to the decrease in sensitivity to unobservable inputs. During the year, additional 

market based data became available which reduced the sensitivity of the overall valuation for certain 

contracts.   
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.5 Governance over valuation processes 

 

 Governance structure 

 The Group has a structured governance and oversight framework in respect of the fair valuation of 

financial instruments and commodity contracts. It manages its fair valuation methodology and key 

inputs through governance committees at Business and Management Committee level: 

 

 Curve Review Committee 

 The Curve Review Committee (“CR Committee”) consists of representatives from the Business, 

Finance, Market Risk, Credit Risk, Strats and Research teams. It reviews the following key inputs to 

the fair valuation models: 

 Anchor prices and nominal escalators 

 Simulated forward curves 

 Premiums and discounts used to derive price curves from reference curves 

 

 Output of the CR Committee is submitted to the MTM Review Committee (“MTMRC”). Any 

unresolved issues at the committee are resolved by the MTMRC. 

 

 MTMRC 

 The MTMRC was established to provide leaders of each business an opportunity to review all of the 

large contracts in their prospective books with their controllers, Strats team and CFOs. This committee 

includes representatives from the Management Committee, Finance and Strats team and provides 

oversight of the CR Committee. It reviews the following reports and items related to fair valuation of 

derivative financial instruments: 

 Deal restructuring and highlight of any issues with back-testing, key risks on each transaction and 

any potential operational issues 

 Large deal valuations and adjustments to the profit and losses and reserves of the Group  

 Stress test reports 

 Scenario simulation for the longer dated curves 

 Unresolved issues from CR Committee 

 

 Audit Committee (“AC”) 

 The AC reviews the fair value information pack on a quarterly basis. The pack covers an analysis of 

the portfolio by maturity and accounting classification (Level 2 and 3 as defined by IFRS 13), 

standardised depiction of the gross value of cash flows, the unadjusted net present value and the 

reserves taken in deriving the adjusted net present value for major contracts. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.5 Governance over valuation processes (continued) 

 

 Accounting and valuation policy 

 The Group has established its accounting and valuation policy for its commodity and other derivative 

financial instruments. These policies are approved by the Group CFO and Group Controller. Please 

refer to note B6.1 for a detailed description of the accounting policy and note B6.2 for the management 

judgements and estimates required to apply the accounting and valuation policy of commodity and 

other derivative financial instruments. 

 

 Regular reporting and management review 

 All adjustments in fair valuation are reviewed by senior finance management on a quarterly basis. 

Individual finance managers are required to validate their valuation adjustments on a monthly basis 

and ensure that these adjustments are recalculated appropriately. Valuation adjustments and reserves 

for the structured transactions are presented as part of the monthly management reporting pack. This 

is distributed to senior finance management on a monthly basis and reviewed in detail at a quarterly 

meeting prior to the quarterly AC meeting. Any exceptions to the fair valuation policy are also noted 

in the management review pack. All new and material changes to reserves and valuation adjustments 

have to be presented to and approved monthly by the MTMRC. 

 

 Segregation of duties 

 Different departments in the Group are involved in producing inputs to the valuations and taking steps 

to ensure the accuracy of both inputs and outputs: 

 Front Office executes the transactions and works with Product Control, Strats and Market Risk to 

agree a fair valuation methodology. 

 Product Control team is responsible for the daily forward curve update process and validating the 

fair valuation by agreeing with third party sources. 

 Market Risk team reviews the trader’s fair value information submission which incorporates the 

updated forward curves against the reported risk position. Any significant variances will be 

investigated. 

 All variances are reviewed and agreed by the Front Office on a daily basis. Significant exceptions 

are reported to Group Business Finance with variance commentary. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B6 COMMODITY AND OTHER DERIVATIVE FINANCIAL INSTRUMENTS (continued) 

 

B6.6 Master netting or similar agreements 

 

 Financial assets and financial liabilities are offset and the net amount is reported in the consolidated 

statement of financial position if there is a currently enforceable legal right to offset the recognised 

amounts and there is an intention to settle on a net basis, or to realise the assets and settle the liabilities 

simultaneously.  

 

 Pursuant to IAS 32 Financial Instruments: Presentation – offsetting financial assets and financial 

liabilities, recognised financial instruments that are subject to master netting agreements are as 

follows: 
 

      Gross Net Related 

     amount amount amounts not 

     set off in the in the set off in 

     statement statement the statement 

    Gross of financial of financial of financial 

    amount position position position 

    US$'000 US$'000 US$'000 US$'000 

 

 31 December 2017 

 Financial assets 

 Commodity contracts   - - - - 

 Foreign exchange contracts   - - - -     _________ _________ _________ _________ 

    - - - -     _________ _________ _________ _________     _________ _________ _________ _________ 

 

 Financial liabilities 

 Commodity contracts    - - - - 

 Foreign exchange contracts    - - - -      _________ _________ _________ _________ 

     - - - -      _________ _________ _________ _________      _________ _________ _________ _________ 

 

 31 December 2016 

 Financial assets 

 Commodity contracts   3,994,126 (3,682,546) 311,580 - 

 Foreign exchange contracts   105,704 (27,161) 78,543 -     _________ _________ _________ _________ 

    4,099,830 (3,709,707) 390,123 -     _________ _________ _________ _________     _________ _________ _________ _________ 

 

 Financial liabilities 

 Commodity contracts    (3,928,772) 3,682,546 (246,226) - 

 Foreign exchange contracts    (100,590) 27,161 (73,429) -      _________ _________ _________ _________ 

     (4,029,362) 3,709,707 (319,655) -      _________ _________ _________ _________      _________ _________ _________ _________ 

 

  



NOBLE GROUP LIMITED 

 

NOTES TO FINANCIAL STATEMENTS 

 

31 December 2017 

 

81 

SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

 

B7.1 Governance of risk management 

 

 Governance structure 

 The Group uses a multi-tiered organisational approach to risk management, comprising these entities 

and roles: 

 The Board Risk Oversight Committee (“BROC”), a committee of the Board of Directors, bearing 

the ultimate responsibility for the Group’s capital strength and risk appetite, loss of shareholder 

value, overarching strategy and umbrella risk policy. 

 Two Risk Committees: 

 The Corporate Risk Committee (“CRC”) oversees the Group’s market risk by discussing its 

market exposures on a weekly basis. Voting members of the CRC are the CEO, CFO, CRO, 

COO, and Head of Market Risk who chairs this committee; furthermore, divisional and 

business heads, senior analysts and relevant guests participate to this forum. 

 Capital and Risk Committees at the platform and Group level oversee the approval of complex 

transactions and the Group’s credit risk through monthly and ad hoc meetings; members of 

these committees vary by level; at the group level, voting members are the CEO, CFO, CRO, 

Treasurer, Head Counsel, Head of Financial Services and the COO. Guest members, such as 

senior function managers and commercial heads may be invited as needed. 

 The day-to-day risk management is under the responsibility of the Market Risk function (“MRF”), 

led by the Group Head of Market Risk, and the Credit Risk function, led by the Group Head of 

Credit Risk. The Chief Risk Officer is in charge of both these functions. 

 

 Key roles fulfilled by the BROC are: 

 Determining the broader approach to risk governance for the Group including the umbrella risk 

policy and a clear mandate and culture for the Risk function; 

 Ensuring the adequacy of resources for Risk; 

 Monitoring the aggregate risk exposure and the presence of action plans to mitigate them in order 

for the Group to pursue its strategy, reputation and long-term viability; and 

 Allocating risk capital in line with stated goals for the growth, risk tolerance, intended credit rating 

and shareholder return amongst other parameters.  

 

 Key roles of CRC are: 

 Legislating market risk policies stipulated by the Board-approved umbrella policy; 

 Overseeing market risk by identifying and ensuring the appropriate risk content of the global 

Group portfolio at all times;  

 Developing the market risk strategy through assigning acceptable levels of exposure to specific 

risk types for each division;  
 Ensuring the effective risk monitoring and reporting through the Market Risk function; and 

 Enforcing policy with the help of the MRF.   
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

(continued) 

 

B7.1 Governance of risk management (continued) 

 

 Governance structure (continued) 

 The Capital and Risk Committees are responsible for: 

 Developing the Group credit risk strategy by clearly communicating the acceptable levels of credit 

exposure to specific counterparties;  

 Approving credit limits for prepayments, mark-to-market and accounts receivable risk that exceed 

the credit authority of the Head of Credit Risk;  

 Reviewing and approving credit provisions and write-offs recommended by the Product Credit 

Committees;  

 Monitoring adherence to the Group’s credit risk guidelines;  

 Providing guidance on all matters relating to the credit function; and 

 Analysing and evaluating credit exposures associated with new products and new businesses.  

 

 Key roles of the Risk function are:  

 The Market Risk function is relied upon for the assessment and communication of market risk so as 

to minimise the Group’s uncertainty in reaching its goals and is responsible for the following:  

 

 Trading:  

 Developing a strong control environment relevant to the changing market conditions; 

 Day-to-day analysis, risk identification, monitoring, and reporting of risk across the Group; 

 Actively seeking to address uncertainty in partnership with the commercial side; 

 Aiding management in relevant decision making;  

 Reporting on the observance of any limits and constraints specified by relevant policies, including 

the risk capital policy, the authorised trader mandate and the deal review policy.  

 

 Business development: 

 Assisting with the business development by providing strong risk systems, assumption vetting 

and valuation models;  

 Reviewing structured transactions and valuing them independently (including modelling, 

assumptions, liquidity considerations and data used); 

 Assisting management with analysis of strategic decisions.  

 

 Policy:  

 Participating in the initial definition and regular updating of the Group’s risk policies;  

 Undertaking the implementation of existing policies and regulations;  

 Documenting policy acknowledgements by those subject to such policies;  

 Ensuring a clear understanding of policy implications;  

 Ensuring there are appropriate processes in place for dealing with limit violations.  
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

(continued) 

 

B7.1 Governance of risk management (continued) 

 

 Governance structure (continued) 

 Key roles of the Credit Risk function are: 

 The Credit Risk function is responsible for managing counterparty and credit risk on a regional 

basis and analysing and approving credit limits for counterparties, including regular counterparty 

review and credit and tenor limit determination; 

 Determining the Internal Credit Rating (“ICR”) for counterparty based on qualitative (e.g. market 

position, access to capital, management, Noble relationship), quantitative (financial ratios) and 

structural (e.g. collateral) criteria; 

 Management of daily transaction flow and originated transactions;  

 Credit risk exposure measurement and reporting;  

 Serve as a strategic partner to key corporate functions and the commercial organisation;  

 Support in due diligence efforts for potential acquisitions and investments;  

 Contract negotiation and management;  

 Over-the-counter margin calls and overall collateral management;  

 Active watch list management through identification and oversight of high risk counterparties and 

delays in payments or performance.  

 

B7.2 Market risk 

 

 Market risk represents the exposure to volatility in the valuation of the Group’s 

trading/asset/structured positions, explicit or implied, due to changes in financial prices or rates. 

 

 The vast majority of the Group's purchase and sales transactions arising from its trading activities are 

denominated in US dollars, which represents the functional currency for a majority of the business 

operations of the Group.  In transactions denominated in currencies other than the functional currency, 

the specific future cash flows are hedged through foreign currency hedging instruments.  Accordingly, 

the impact arising from foreign currency risk on the Group's trading activities is minimal. Please refer 

to note D8.3 for the details of foreign exchange risk management. 

 

 Market risk framework 

 The Group’s Market Risk function is responsible for the identification, quantification and review of 

all exposures that are caused by price movement. The framework is based upon four pillars: 

 

 Pillar 1: Continually review business units to identify the key drivers of risk; this includes all 

transactional activities; 

 

 Pillar 2: A centralised, analytical enterprise-wide, risk management system capable of a standardised 

generation of risk numbers to monitor all exposures against limits set by the CRC;  

 

 Pillar 3: Risk Management ensures compliance with limits as set by the Board and Risk committees.  

Empowered risk managers at regional offices are responsible for ensuring integrity of produced data, 

correct modelling of risk and understanding of strategies deployed;  
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

(continued) 

 

B7.2 Market risk (continued) 

 

 Market risk framework (continued) 

 Pillar 4: Provision of advice on hedging strategies for all types of exposures, including plain vanilla 

and structured transactions.  

 

 This information is delivered to key stakeholders, such as the relevant commercial entities, key market 

risk personnel and CRC members.  

 

 The Market Risk team has the responsibility of monitoring and understanding the strategies employed 

by the business and of correctly characterising the risks associated with those strategies. This requires 

the risk managers, the Head of Market Risk and the CRO to conduct regular reviews of positions and 

activities with traders, originators and trading managers.  

 

 The process for allocating risk capital is described in the risk capital allocation policy. A list of Value 

at Risk (“VaR”) limits and Maximum Draw Down Limits (“MDDL”) are maintained on a central 

register. These limits are regularly reviewed by the Market Risk team.  

 

 In the event of a breach of either the VaR limit or a MDDL, there is a clear escalation procedure so 

that breaches of limits are dealt with promptly.  

 

 Market risk measurement 

 The Group’s current risk measurement framework comprises 5 key market risk assessment approaches 

which are used to (a) bracket and report the Group’s market risk on a daily basis and (b) review 

individual strategies on a weekly and an ad hoc basis.  

 

1. A probability based measure, such as VaR, is used to provide a simple means of aggregating risk 

consistently across the firm’s business units, allowing comparison between business units, 

publication of risk deployed to external stakeholders and as the basis for risk capital allocation. 

Delta-normal VaR is estimated: 

  

 At the 95th percentile confidence level;  

 Over 75 trading days (which is approximately the most recent 100 calendar days); and  

 With an exponentially weighted moving average weighting which applies roughly half of the 

weight to the most recent 12 days of history.  

 

2. Principal Component Analysis (“PCA”) to provide a more sophisticated measure. 

 

3. Stress testing capabilities to provide management with additional assurance using “low 

probability and high impact” scenarios. 

 

4. Back-testing of strategies to examine strategies’ performance and profit and loss volatility in 

historical circumstances. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

(continued) 

 

B7.2 Market risk (continued) 

 

 Market risk measurement (continued) 

5. Scenario analysis, which is contributed by the desks, Risk and Research team. Historically derived 

scenarios, as well as mathematically derived stochastic ones, are used for this purpose.  

 

 Finally, back-testing our assessment of the VaR against actual profit or loss is also undertaken to 

ensure the effectiveness of risk measurement methodologies and their calibration in the light of actual 

market movements.  

 

 At the portfolio level, VaR is then compared against the approved predefined market risk limits and 

enables management to review the risk deployed in one simple statistic. VaR is also the number used 

in communication with external stakeholders. VaR is calculated on a daily basis and covers short-

term, observable risk. For an exposure to be included in VaR, the following must apply:  

 

 Reasonably liquid daily observable market prices  

 The position has to be marked-to-market and the daily profit or loss has to be produced  

 

 If the above conditions are not satisfied, the relevant exposure will typically be excluded from the 

VaR process. The exclusion will be communicated to relevant stakeholders at the onset and noted for 

discussions with external parties such as rating agencies and banks.  

 

 At the strategy level,  

 PCA allows for a better assessment of risk for the reasons mentioned above  

 Back-testing of trades ensures the understanding of trade behaviour in a historical context  

 Stress (and sensitivity) tests allow for introducing consideration of risks not encountered in the 

historical data available  

 Scenario analysis, as contributed by various groups, allows for the assessment of potential losses 

under potential situations which could affect one or multiple desks  

 

 The following table lists the Group’s VaRs as a percentage of prevailing shareholders’ equity for the 

years of 2017 and 2016: 

   2017 2016 

 

 As at 31 December  n/a 0.36% 

 Daily average  0.28% 0.44% 

 Highest  1.18% 1.16% 

 Lowest  n/a 0.25%    _______ _______    _______ _______ 

 

 Commodity contracts which are not captured by VaR, as outlined above, are managed separately by 

management through the use of position limits.  

 

 The actual price movement may exceed that which has been used to show the sensitivity. 

  



NOBLE GROUP LIMITED 

 

NOTES TO FINANCIAL STATEMENTS 

 

31 December 2017 

 

86 

SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

(continued) 

 

B7.2 Market risk (continued) 

 

 Market illiquidity 

 Market illiquidity is both a risk in itself and can act as a significant aggravating factor of other market 

risks. It is changing in time, implying the need for continuous vigilance, reassessment and adjustment. 

Factors influencing liquidity on the market are: 

 

 Elasticity of demand and supply for a product;  

 Fluctuating number and size of market participants;  

 Credit rating of the product issuer;  

 Size of individual positions relative to total market;  

 Bid-offer spread as an indication of typical liquidity of individual securities;  

 Daily turnover; and 

 Other exogenous events. 

 

 A weekly summary is provided to the CRC of all positions that are deemed to be illiquid and would 

take more than 5 days to unwind or would have a substantial profit or loss impact due to inability to 

exit a position promptly. The primary knowledge and therefore responsibility rests with the 

commercial side (traders and originators). Risk, nevertheless, has oversight and acts as a secondary 

control mechanism.  

 

 The Risk team will outline the estimated profit or loss impact of these positions for the estimated time 

period it would take to unwind the exposure.  

 

 The Group has established the following blanket limits to safeguard against illiquidity:  

 No position should exceed 15% of open interest  

 No position should exceed 15% of daily traded volume  

 

 Special considerations are made when financial instruments are used to hedge underlying physical 

exposures. It is the responsibility of traders to prove that their position remains within these sizing 

limits by presenting transactional proof as requested by the Risk team. 

 

 If a commercial team needs to exceed the prescribed volumes, a request has to be presented to the 

Head of Market Risk in writing. Such requests can be escalated to the CRC for approval.  

 

 Excessively sized positions will be brought to the attention of the CRC and will typically result in 

reserves and partial liquidation of the positions in question.  

 

 For the estimation of reserves, Risk team performs a PCA-based calculation indicating the potential 

adverse profit or loss move over the estimated liquidation period. That result is discussed amongst the 

Head of Market Risk, Finance and the Risk teams and final decision is taken by the Finance team. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

(continued) 

 

B7.3 Credit risk  

 

 Concentrations of credit risks exist when changes in economic, industry or geographic factors 

similarly affect groups of counterparties whose aggregate credit exposure is significant in relation to 

the Group's total credit exposure.  The Group's exposure to credit risk is broadly diversified along 

industry, product and geographic lines, and transactions are entered into with a diverse group of 

counterparties. 

 

 Credit risk framework (“CRF”) 

 Counterparty and credit risk is managed on a regional basis with Credit Managers given responsibility 

for specific regions across different business units.  The Group employs credit staff in each of the key 

trading offices. Consequently the team is concentrated in Stamford, London, Singapore and Hong 

Kong.  The Credit team report to the Head of Credit. 

 

 The main responsibility of the Credit Department’s (“Credit”) is to analyse and approve credit limits 

for the counterparts the Group trades with and determine if those counterparts have sufficient financial 

/ operational means to pay and/or perform under the contract which the Group’s commercial desk 

wants to enter / has enter(ed) into. A regular review is done that focuses on qualitative (e.g. market 

position, access to capital, management, Noble relationship), quantitative (financial ratios) and 

structural (e.g. collateral) criteria.  

 

 The regular counterparty review then also determines the ICR for the counterpart and the ICR is 

further adjusted for structural mitigants / weaknesses. All counterparties for which credit limits are 

established under a Group credit limit or a counterparty limit will have an ICR and both limits and 

ICR will be recorded in the approval memo and credit system. 

 

 Credit limits are being used to manage and control counterparty credit risks.  

 

 The credit limit set as a group limit at the parent level will be sufficient to cover: 

1. The parent’s own counterparty limit 

2. The counterparty limit of any subsidiary 

3. The sum total of all counterparty limits in the Group 

 

 Limits are set and differentiated as follows: 

1. Prefinance limits 

2. Mark-to-market limits 

3. Open account receivable limits 

4. Potential future exposure limits 

5. Tenor credit limits 

 

 Written highlights of the Group’s commercial activities and the risk they entail are presented to the 

Board Risk Oversight Committee.  In-depth discussions between the Board Risk Oversight Committee 

and risk management occur periodically as well. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

(continued) 

 

B7.3 Credit risk (continued) 

 

 Risk mitigation 

 Financial assets which potentially expose the Group to credit risk consist of: 

 

 1.  Cash and cash equivalents 

 The Group’s bank balances and short term deposits are placed with a diversified group of high 

quality financial institutions.  Credit limits are established to ensure concentration risk is managed 

and are linked to credit default swap prices that are viewed as the best “early warning signal” in 

the market. Only minimal cash levels are maintained with institutions that are non-investment 

grade. 

 

 2.  Receivables, prepayments and derivatives 

 Counterparty credit risk arises from the Group’s normal business operations involving purchase 

and sales transactions, and thus receivables may involve financing risk. 

 

 Given the nature of the Group’s business operations, which involves a diversified counterparty 

base across a global business platform, the impact of individual risk exposure is limited.  Further, 

trade receivables related payment risk is mitigated as a significant proportion of trade receivables 

are either investment grade or the Group has received letters of credit from an investment grade 

financial institution.  

 

 3.  Credit risk associated with hedging activities 

 Risk is largely managed through trading on established commodity exchanges.  Hedging activities 

in the over-the-counter market are largely confined to investment grade counterparties. 

 

 The maximum exposure to credit risk before the consideration of collateral or other credit 

enhancements received is represented by the carrying amounts of the financial assets that are 

carried in the statement of financial position, including commodity contracts and derivatives with 

positive market value. 

 

 The Group also obtains guarantees, collaterals, credit enhancements and insurances to manage, 

reduce or minimise credit risk.  As at 31 December 2017, the fair value of such collateral and 

credit enhancements, including cash deposits, parent company guarantees, letters of credit and 

credit insurances, was US$3,160,227,000 (2016: US$8,250,942,000). 

 

 The Group has a diverse customer base, with no customer representing more than 5% (2016: 5%) 

of its trade receivables (on a gross basis taking into account credit enhancements) or accounting 

for more than 5% of its revenues over the year ended 31 December 2017 (2016: 5%). 

 

 Credit limits are established to manage exposure to individual counterparties and concentration 

risk. Trade receivables related payment risk is mitigated as a significant proportion is of 

investment grade quality. For non-investment grade clients, a letter of credit is generally received 

to cover the payment risk. Credit insurance is frequently obtained. 
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SECTION B: WORKING CAPITAL MANAGEMENT AND TRADING POSITIONS 

 

B7 MARKET, CREDIT, PERFORMANCE, POLITICAL AND COUNTRY RISK MANAGEMENT 

(continued) 

 

B7.3 Credit risk (continued) 

  

 Risk mitigation (continued) 

4. Long term capital commitments 

Long term capital commitments such as long term loans with a tenor over 2 years and equity 

participations require additional approval by the Group’s Capital and Investment Committee. The 

CRF manages the subsequent day-to-day oversight of these commitments once fully approved. 

 

B7.4 Performance risk 

 

 Performance risk (part of the broader credit risk subject matter as discussed above) is inherent in 

contracts, with agreements in the future, to physically purchase or sell commodities with fixed price 

attributes, and arises from the possibility that counterparties may not be willing or able to meet their 

future contractual physical sale or purchase obligations to/from the Group. The Group undertakes the 

assessment, monitoring and reporting of performance risk within its overall credit management 

process.  The commodity industry has trended towards shorter-term fixed price contract periods, in 

part to mitigate such potential performance risk, but also due to the development of more transparent 

and liquid spot markets. 

 

B7.5 Political and country risk 

 

 The Group trades its products in many countries and manages its exposure to country risk through its 

insurance department located in Hong Kong and Singapore.  The Group mitigates political and country 

risk by transferring such risk to or otherwise covering such risk with major financial institutions and 

in the political risk insurance market.  The Group may be required to retain a small portion of the risk 

in conjunction with the transfer of the risk. 

 

 

B8 NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS – WORKING CAPITAL 

 CHANGES 

 

   2017 2016 

   US$'000 US$'000 

 

 Decrease/(increase) in trade receivables  1,210,423 (330,859) 

 Decrease in prepayments, deposits and other receivables  264,985 239,876 

 Decrease in net fair value gains/losses in commodity  

  and other derivative financial instruments  2,446,769 234,234 

 Decrease in inventories  995,777 148,069 

 Decrease in trade and other payables and accrued liabilities (1,795,778) (1,426,781)     _________ _________ 

 

    3,122,176 (1,135,461)     _________ _________     _________ _________ 
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SECTION C: INVESTMENTS  

 

C1 INVESTMENT ACTIVITIES 

 

 The Group’s investment in supply chain assets includes investment in property, plant and equipment, 

mine properties, joint ventures, associates and equity.  

 

 

C2 PROPERTY, PLANT AND EQUIPMENT AND MINE PROPERTIES 

 

C2.1 Significant accounting policies 

 

 Property, plant and equipment 

 Property, plant and equipment are stated at cost less accumulated depreciation (except for freehold 

land) and any impairment losses.  The cost of an item of property, plant and equipment comprises its 

purchase price and any directly attributable costs of bringing the asset to its working condition and 

location for its intended use.  Expenditure incurred after items of property, plant and equipment have 

been put into operation, such as repairs and maintenance, is normally charged to the income statement 

in the period in which it is incurred.  In situations where it can be clearly demonstrated that the 

expenditure has resulted in an increase in the future economic benefits expected to be obtained from 

the use of an item of property, plant and equipment, and where the cost of the item can be measured 

reliably, the expenditure is capitalised as an additional cost of that asset or as a replacement. 

 

 Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant 

and equipment (other than freehold land) to its residual value over its estimated useful life. The 

principal annual rates used for this purpose are as follows: 

 

 Freehold land Not depreciated 

 Leasehold land and building 21/2% or over the terms of the leases, if shorter 

 Leasehold improvements Over the terms of the leases 

 Vessels 4% to 10% 

 Plant and equipment 5% to 331/3% 

 Motor vehicles 20% to 331/3% 

 

 Depreciation related to vessels, mine, alumina and production activities is charged to the cost of sales 

and services in the income statement. Depreciation other than those used for production activities is 

charged to the selling, administrative and operating expenses in the income statement.  

 

 Where parts of an item of property, plant and equipment have different useful lives, the cost of that 

item is allocated on a reasonable basis among the parts and each part is depreciated separately. 
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SECTION C: INVESTMENTS  

 

C2 PROPERTY, PLANT AND EQUIPMENT AND MINE PROPERTIES (continued) 

 

C2.1 Significant accounting policies (continued) 

 

 Property, plant and equipment (continued) 

 The residual values, useful lives and depreciation method are reviewed, and adjusted if appropriate, 

at least at each statement of financial position date. 

 

 An item of property, plant and equipment is derecognised upon disposal or when no future economic 

benefits are expected from its use or disposal.  Any gain or loss on disposal or retirement recognised 

in the income statement in the year the asset is derecognised is the difference between the net sales 

proceeds and the carrying amount of the relevant asset. 

 

 Assets under development represent land and buildings, computer systems under development and 

other plant and equipment, which are stated at cost less any impairment losses, and are not depreciated. 

Cost comprises the direct costs of construction and capitalised borrowing costs on related borrowed 

funds during the period of construction.  Assets under development are reclassified to the appropriate 

category of property, plant and equipment when completed and ready for use. 

 

 Mine properties 

 Mine development expenditure represents the costs incurred in preparing mines for production, and 

includes stripping and waste removal costs incurred before production commences. These costs are 

capitalised to the extent they are expected to be recouped through successful exploitation of the ore 

bodies. Once production commences, these costs are amortised on a units of production basis (tonnes 

mined) over the life of the mine based on the estimated economically recoverable reserves and 

resource to which they relate, or are written off if the mine property is abandoned. 

 

 Note F2 sets out the accounting policy of impairment of non-financial assets which includes property, 

plant and equipment and mine properties. 

 

C2.2 Significant accounting judgements and estimates 

 

 Property, plant and equipment and mine properties are reviewed for impairment whenever events or 

changes in circumstances indicate that the carrying amount may not be fully recoverable. If an asset’s 

recoverable amount is less than the asset’s carrying amount, an impairment loss is recognised in the 

income statement. Future cash flow estimates which are used to calculate the asset’s fair value are 

discounted using asset specific discount rates and are based on expectations about future operations. 

Changes in such estimates could impact recoverable values of these assets. Estimates are reviewed 

regularly by management.   

  



NOBLE GROUP LIMITED 

 

NOTES TO FINANCIAL STATEMENTS 

 

31 December 2017 

 

92 

SECTION C: INVESTMENTS  

 

C2 PROPERTY, PLANT AND EQUIPMENT AND MINE PROPERTIES (continued) 

 

C2.3 Property, plant and equipment 

 
     Leasehold    Assets  

    Land and improve-  Plant and Motor under  
    buildings ments Vessels equipment vehicles development Total 

    US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 

 
 Cost: 

  At 1 January 2016 209,162 23,563 396,874 464,314 9,842 74,627 1,178,382 

  Additions 46,265 199 2,478 9,124 - 56,158 114,224 
  Asset transfers - - 38,433 43,445 39 (81,917) - 

  Disposals (2,211) (1,753) - (27,307) (524) (1,453) (33,248) 
  Disposal of subsidiaries - (1,293) - (35,311) - (796) (37,400) 

  Impairment* (535) (16) (49,900) - (2) - (50,453) 

  Assets in subsidiaries classified 
   as held for sale (499) - - (75) - (21,552) (22,126) 

  Exchange adjustments 475 (77) - (1,126) (14) (906) (1,648)     _______ ______ _______ ________ _______ _______ ________ 

  At 31 December 2016 
      and 1 January 2017 252,657 20,623 387,885 453,064 9,341 24,161 1,147,731 

  Additions 48,323 1,008 689 3,231 82 15,691 69,024 

  Addition on acquisition of subsidiaries - - 94,000 - - - 94,000 
  Asset transfers - - 1,909 1,938 81 (3,928) - 

  Disposals (410) (142) (62,980) (22,715) (816) (877) (87,940) 

  Disposal of subsidiaries (1,078) - - (91,028) - (2,702) (94,808) 
  Impairment*/written off (7,802) (87) (44,284) (36,928) - - (89,101) 

  Assets in subsidiaries classified 

   as held for sale (94,633) (8,592) - (105,240) - (10,608) (219,073) 
  Non-current assets classified as 

   as held for sale - - (94,000) - - - (94,000) 

  Exchange adjustments 1,255 134 - 1,038 (63) (61) 2,303     _______ ______ _______ ________ _______ _______ ________ 

  At 31 December 2017 198,312 12,944 283,219 203,360 8,625 21,676 728,136     _______ ______ _______ ________ _______ _______ ________ 

 

 Accumulated depreciation: 
  At 1 January 2016 23,229 15,540 98,590 200,898 6,915 - 345,172 

  Provided during the year 19,392 2,112 18,897 62,805 1,095 - 104,301 

  Disposals (1,022) (1,630) - (26,309) (497) - (29,458) 
  Disposal of subsidiaries - (1,217) - (29,572) - - (30,789) 

  Exchange adjustments (1,051) (6) - (188) (2) - (1,247)     _______ ______ _______ ________ _______ _______ ________ 

  At 31 December 2016 
   and 1 January 2017 40,548 14,799 117,487 207,634 7,511 - 387,979 

  Provided during the year 12,802 1,814 14,899 52,438 1,109 - 83,062 

  Disposals - (143) (51,219) (21,795) (561) - (73,718) 
  Disposal of subsidiaries - - - (19,160) (85) - (19,245) 

  Assets in subsidiaries classified 

   as held for sale (23) (5,352) - (56,293) - - (61,668) 
  Exchange adjustments 1,360 129 - (1,296) (58) - 135     _______ ______ _______ ________ _______ _______ ________ 

  At 31 December 2017 54,687 11,247 81,167 161,528 7,916 - 316,545     _______ ______ _______ ________ _______ _______ ________ 

 
 Net book value: 

  At 31 December 2016 212,109 5,824 270,398 245,430 1,830 24,161 759,752     _______ ______ _______ ________ _______ _______ ________     _______ ______ _______ ________ _______ _______ ________ 

 
  At 31 December 2017 143,625 1,697 202,052 41,832 709 21,676 411,591     _______ ______ _______ ________ _______ _______ ________     _______ ______ _______ ________ _______ _______ ________ 

 
 * The recoverable amount of vessels was determined based on a value in use calculation at a discount rate of 8.75% (2016: 6.40%). 
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SECTION C: INVESTMENTS  

 

C2 PROPERTY, PLANT AND EQUIPMENT AND MINE PROPERTIES (continued) 

 

C2.3 Property, plant and equipment (continued) 

 

 Land and buildings – at cost 
   2017   2016 

  Freehold Leasehold Total Freehold Leasehold Total 

  US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 

 

 Country 

  Jamaica 179,412 - 179,412 174,198 - 174,198 

  Indonesia 15,387 - 15,387 23,189 - 23,189 

  USA/Australia/UAE/India/Mongolia 3,513 - 3,513 9,468 45,802 55,270   _______ _______ _______ _______ _______ _______ 

  198,312 - 198,312 206,855 45,802 252,657   _______ _______ _______ _______ _______ _______   _______ _______ _______ _______ _______ _______ 

 

 Vessels 

 As at 31 December 2017, vessels with a net carrying amount of approximately US$202,052,000 

(2016: US$267,712,000) were pledged to secure certain vessels loans. The Group has an obligation 

to repay the loans and there are no other significant terms and conditions associated with the use of 

collateral. 

 

 Assets under development – at cost 

   2017 2016 

   US$'000 US$'000 

 

 Computer systems under development  - 3,368 

 Land and buildings  19,738 18,585 

 Other plant and equipment  1,938 2,208    ________ ________ 

 

   21,676 24,161    ________ ________    ________ ________ 

 

 Non-current assets classified as held for sale 

 

 The four dry bulk carrier vessels are categorised as held for sale and written down to estimated 

recoverable amount as at 31 December 2017, resulting in an impairment charge of US$36,604,000 

against goodwill previously recorded.  

 

 As at 31 December 2017, vessels under held for sale with a net carrying amount of US$94,000,000 

were pledged to secure certain vessel loans. The Group has an obligation to repay the loans and there 

are no other significant terms and conditions associated with the use of collateral. 
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C2 PROPERTY, PLANT AND EQUIPMENT AND MINE PROPERTIES (continued) 

 

C2.4 Mine properties 

     Mineral reserves Deferred Mine 

    and resources mining costs development Total 

    US$'000 US$'000 US$'000 US$'000 

 Cost: 

  At 1 January 2016  15,902 16,654 28,980 61,536 

  Impairment* (note A1)  (2,845) - - (2,845) 

  Disposals  (7,953) (3,828) (18,996) (30,777) 

  Exchange adjustments  (632) 208 330 (94)     ________ ________ _______ ________ 

 

  At 31 December 2016 and 1 January 2017 4,472 13,034 10,314 27,820 

  Impairment* (note A1)  - (7,488) - (7,488) 

  Disposals of subsidiaries  (41) (147) - (188) 

  Assets in subsidiaries classified as 

     held for sale  (4,702) (5,521) (8,328) (18,551) 

  Exchange adjustments  271 252 - 523     ________ ________ _______ ________ 

  At 31 December 2017  - 130 1,986 2,116     ________ ________ _______ ________ 

 

 Accumulated amortisation: 

  At 1 January 2016  9,712 7,068 28,980 45,760 

  Disposals  (7,953) (3,828) (18,996) (30,777) 

  Exchange adjustments  (524) 208 330 14    ________ ________ _______ ________ 

 

  At 31 December 2016 and 1 January 2017 1,235 3,448 10,314 14,997 

  Assets in subsidiaries classified as 

     held for sale  (1,294) (3,477) (8,328) (13,099) 

  Exchange adjustments  59 159 - 218    ________ ________ _______ ________ 

  At 31 December 2017  - 130 1,986 2,116    ________ ________ _______ ________ 

 

 Net book value: 

  At 31 December 2016  3,237 9,586 - 12,823    ________ ________ _______ ________    ________ ________ _______ ________ 

 

  At 31 December 2017  - - - -    ________ ________ _______ ________    ________ ________ _______ ________ 

 

 * Impairment of US$7,488,000 in 2017 was related to a coal mine in Indonesia. Impairment of 

US$2,845,000 in 2016 was related to an iron ore mine in Australia. 

 

 Mine properties are located in Australia and Indonesia.  There were no mining activities and no 

amortisation was charged to the income statement during the years ended 31 December 2017 and 

2016.   

 

 The mine operations in Australia and Indonesia were assessed for impairment by comparing the 

carrying amount to the estimated recoverable amount and were impaired in 2017 and 2016.  
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SECTION C: INVESTMENTS  

 

C2 PROPERTY, PLANT AND EQUIPMENT AND MINE PROPERTIES (continued) 

 

C2.4 Mine properties (continued) 

 

 The recoverable amount was measured at fair value less costs of disposal of the mines. The fair value 

measurement is a Level 3 valuation using comparable valuation information. The approach requires 

the calculation of comparable companies’ enterprise values which are then adjusted for scale and 

development risk, country risk and stage of materiality risk to give the face value of our mine 

properties.    

 

 

C3 INTANGIBLE ASSETS  

 

C3.1 Significant accounting policies 

 

 Goodwill 

 Goodwill is initially measured at cost, being the excess of the aggregate of the consideration 

transferred, the amount recognised for non-controlling interests and any fair value of the Group’s 

previously held equity interests in the acquiree over the fair value of the identifiable net assets acquired 

and liabilities assumed. If the sum of this consideration and other items is lower than the fair value of 

the net assets acquired, the difference is, after reassessment, recognised in profit or loss as a gain on 

bargain purchase. 

 

 After initial recognition, goodwill is measured at cost less any accumulated impairment losses. 

Goodwill is tested for impairment annually or more frequently if events or changes in circumstances 

indicate that the carrying amount may be impaired. The Group performs its annual impairment test of 

goodwill as at 31 December. For the purpose of impairment testing, goodwill acquired in a business 

combination is, from the acquisition date, allocated to each of the Group's cash-generating units 

(“CGUs”) that are expected to benefit from the synergies of the combination, irrespective of whether 

other assets or liabilities of the Group are assigned to those units or groups of units. Each unit or group 

of units to which the goodwill is so allocated:  

 

 • represent the lowest level within the Group at which the goodwill is monitored for internal 

management purposes; and 

 • is not larger than an operating segment determined in accordance with IFRS 8 Operating Segments. 

 

 Impairment is determined by assessing the recoverable amount of the CGU, or groups of CGUs, to 

which the goodwill relates. Where the recoverable amount of the CGU, or groups of CGUs, is less 

than the carrying amount, an impairment loss is recognised.  An impairment loss recognised for 

goodwill is not reversed in a subsequent period. 

 

 Where goodwill has been allocated to a CGU, or groups of CGUs, and part of the operation within 

that unit is disposed of, the goodwill associated with the operation disposed of is included in the 

carrying amount of the operation when determining the gain or loss on disposal of the 

operation.  Goodwill disposed of in this circumstance is measured on the basis of the relative values 

of the operation disposed of and the portion of the CGU retained.  
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SECTION C: INVESTMENTS  

 

C3 INTANGIBLE ASSETS (continued) 

 

C3.1 Significant accounting policies (continued) 

 

 Goodwill (continued) 

 On disposal of subsidiaries, the gain or loss on disposal is calculated by reference to the net assets at 

the date of disposal, including the attributable amount of goodwill which remains and any relevant 

reserves, as appropriate.  

 

 Intangible assets other than goodwill 

 Intangible assets acquired separately are measured on initial recognition at cost. The cost of an 

intangible asset acquired in a business combination is its fair value as at the date of acquisition. 

Following initial recognition, intangible assets are carried at cost less any accumulated amortisation 

and any accumulated impairment losses. Internally generated intangible assets are not capitalised and 

any expenditure is charged to the income statement in the year which the expenditure is incurred. The 

useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with 

finite lives are amortised over their useful economic life and assessed for impairment whenever there 

is an indication that the intangible asset may be impaired. The amortisation period and the amortisation 

method for an intangible asset with a finite useful life are reviewed at least at each financial year end. 

Changes in the expected useful life or the expected pattern of consumption of future economic benefits 

embodied in the asset are accounted for by changing the amortisation period or method, as appropriate, 

and treated as change in the accounting estimates. The amortisation expense from intangible assets 

with finite lives is recognised in the income statement in the expense category consistent with the 

function of the intangible asset.  The principal annual rates used for this purpose are as follows: 

 

 Railroad & market leases Over the terms of the leases 

 Customer lists 5% to 20% 

 Information technology 5% to 20% 

 

 Intangible assets with indefinite useful lives are tested for impairment annually either individually or 

as part of a CGU. Such intangible assets are not amortised. The useful life of an intangible asset with 

an indefinite life is reviewed annually to determine whether the indefinite life assessment continues 

to be supportable. If not, the change in the useful life assessment from indefinite to finite is accounted 

for on a prospective basis. 

 

 Gains or losses arising from derecognition of an intangible asset are measured as the difference 

between the net disposal proceeds and the carrying amount of the asset and are recognised in the 

income statement when the asset is derecognised. 

 

C3.2 Significant accounting judgements and estimates 

 

 The Group determines whether goodwill is impaired at least on an annual basis. This requires an 

estimation of the fair value less costs of disposal or value in use of the CGUs to which the goodwill 

is allocated. Estimating the value in use requires the Group to make an estimate of the expected future 

cash flows from the CGUs and also to choose a suitable discount rate in order to calculate the present 

value of those cash flows. 
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SECTION C: INVESTMENTS  

 

C3 INTANGIBLE ASSETS (continued) 

 

C3.3 Details of intangible assets 
   Railroad & Customer Information 

  Goodwill market leases lists technology Total 

  US$'000 US$'000 US$'000 US$'000 US$'000 

 Cost: 

  At 1 January 2016  252,420 107,635 38,900 22,500 421,455 

  Additions on acquisition of subsidiaries - 4,200 3,320 - 7,520 

  Assets in subsidiaries classified as held for sale (5,922) - - - (5,922) 

  Disposal of subsidiaries  (175,038) - (38,900) (22,500) (236,438)     _________ _________ _________ _________ _________ 

 

  At 31 December 2016 and 1 January 2017 71,460 111,835 3,320 - 186,615 

  Additions on acquisition of subsidiaries (C7.2) 39,152 - - - 39,152 

  Non-current assets classified as held for sale (36,604) - - - (36,604) 

  Assets in subsidiaries classified as held for sale (70,019) (111,835) (3,320) - (185,174)  

  Disposal of subsidiaries  (1,441) - - - (1,441)     _________ _________ _________ _________ _________ 

 

  At 31 December 2017  2,548 - - - 2,548     _________ _________ _________ _________ _________ 

 

 Accumulated amortisation and impairment: 

  At 1 January 2016  23,122 23,892 20,098 22,500 89,612 

  Amortisation  - 14,524 3,566 - 18,090 

  Disposal of subsidiaries  - - (23,664) (22,500) (46,164)     _________ _________ _________ _________ _________ 

 

  At 31 December 2016 and 1 January 2017 23,122 38,416 - - 61,538 

  Amortisation  - 18,792 - - 18,792 

  Assets in subsidiaries classified as held for sale (23,122) (57,208) - - (80,330)     _________ _________ _________ _________ _________ 

 

  At 31 December 2017  - - - - -     _________ _________ _________ _________ _________ 

 

 Net carrying amount: 

  At 31 December 2016  48,338 73,419 3,320 - 125,077     _________ _________ _________ _________ _________     _________ _________ _________ _________ _________ 

 

  At 31 December 2017  2,548 - - - 2,548     _________ _________ _________ _________ _________     _________ _________ _________ _________ _________ 

 

 The carrying amount of goodwill as at 31 December 2017 represents goodwill arising from the 
acquisition of Tailai Coal (Shanghai) Company Limited in 2017 (“Tailai Goodwill”) which has been 
allocated as a standalone CGU for impairment testing. The carrying amount of goodwill as at 31 
December 2016 also included goodwill arising from the acquisition of Noble Petro Inc., a subsidiary 
of NAC, in 2010 (“NPI Goodwill”).  The intangible assets reclassified to assets held for sale were 
fully impaired following the decision to sell NAC. Please refer to note E2 for details. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES 

 

C4.1 Significant accounting policies 

 

 An associate is an entity in which the Group has a long term interest and over which it is in a position 

to exercise significant influence. Significant influence is the ability to participate in the financial and 

operating policy decisions of the investee, but is not control or joint control over those policies. 

 

 A joint venture is an arrangement whereby the parties participating in control of the arrangement have 

rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control 

of an arrangement, which exists only when decisions about the relevant activities require the 

unanimous consent of the parties sharing control. 

 

 The Group's investments in associates and joint ventures are stated in the consolidated statement of 

financial position at the Group's share of net assets under the equity method of accounting, less any 

impairment losses.   

 

 Adjustments are made to bring into line any dissimilar accounting policies that may exist. 

 

 The Group's share of the post-acquisition results and other comprehensive income of associates and 

joint ventures are included in the consolidated income statement and consolidated statement of 

comprehensive income, respectively. In addition, when there has been a change recognised directly 

in the equity of the associate or joint venture, the Group recognises its share of any changes, when 

applicable, in the consolidated statement of changes in equity. Unrealised gains and losses resulting 

from transactions between the Group and its associates or joint ventures are eliminated to the extent 

of the Group’s investments in the associates or joint ventures, except where unrealised losses provide 

evidence of an impairment of the asset transferred. Goodwill arising from the acquisition of associates 

or joint ventures is included as part of the Group's investments in associates or joint ventures. 

 

 If an investment in an associate becomes an investment in a joint venture or vice versa, the retained 

interest is not remeasured. Instead, the investment continues to be accounted for under the equity 

method. In all other cases, upon loss of significant influence over the associate or joint control over 

the joint venture, the Group measures and recognises any retained investment at its fair value. Any 

difference between the carrying amount of the associate or joint venture upon loss of significant 

influence or joint control and the fair value of the retained investment and proceeds from disposal is 

recognised in the income statement. 

 

 The results of associates and joint ventures are included in the Group's income statement. The Group's 

investments in associates and joint ventures are treated as non-current assets and are stated at cost less 

any impairment losses. 

 

 On disposal of joint ventures or associates, the gain or loss on disposal is calculated by reference to 

the net assets at the date of disposal, including the attributable amount of goodwill which remains and 

any relevant reserves, as appropriate. 

 

 Note F2 sets out the accounting policy for impairment of non-financial assets which includes 

impairment of joint ventures and associates. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.1 Significant accounting policies (continued) 

 

 A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement 

have rights to the assets, and obligations for the liabilities, relating to the arrangement.   

 

 The Group recognises in relation to its interest in a joint operation: 

 • its assets, including its share of any assets held jointly; 

 • its liabilities, including its share of any liabilities incurred jointly; 

 • its revenue from the sale of its share of the output arising from the joint operation; 

 • its share of the revenue from the sale of the output by the joint operation; and 

 • its expenses, including its share of any expenses incurred jointly. 

 

 The assets, liabilities, revenues and expenses relating to the Group’s interest in a joint operation are 

accounted for in accordance with the IFRSs applicable to the particular assets, liabilities, revenues 

and expenses. 

 

C4.2 Significant accounting judgements and estimates 

 

 Investment in associates 

 The Group has exercised judgement in determining whether it has significant influence over its 

investees where its equity interest is less than 20% based on a number of different factors including 

but not limited to the following: 

(a) representation on the Board of Directors or equivalent governing body of the investee; 

(b) participation in the policy-making processes; 

(c) material transactions between the Group and the investee; 

(d) an interchange of managerial personnel; or 

(e) provision of essential technical information. 

 

 Goodwill on investments in joint ventures and associates 

 The Group determines whether goodwill is impaired at least on an annual basis. This requires an 

estimation of the fair value less costs of disposal or value in use of the CGUs to which the goodwill 

is allocated. Estimating the value in use requires the Group to make an estimate of the expected future 

cash flows from the CGUs and also to choose a suitable discount rate in order to calculate the present 

value of those cash flows. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.3 Investments in joint ventures 

 
  Long term balances* 

    Share of Due from Due to Goodwill 

    net assets joint ventures joint ventures on acquisition Total 

    US$'000 US$'000 US$'000 US$'000 US$'000 

 Group: 

 

  At 1 January 2016  192,174 70,183 (11,534) 39,128 289,951 

  Additions  2,350 - - - 2,350 

  Disposal  (96,869) - - - (96,869) 

  Share of loss  (12,260) - - - (12,260) 

  Share of other comprehensive loss  (10,096) - - - (10,096) 

  Impairment**  - (44) - - (44) 

  Change in long term balances  - 13,495 10,251 - 23,746 

  Others  (520) - - - (520)     ________ ________ ________ ________ ________ 

 

  At 31 December 2016 and at 1 January 2017  74,779 83,634 (1,283) 39,128 196,258 

  Additions  90,000 - - - 90,000 

  Disposal  (1,209) (12,710) - (4,779) (18,698) 

  Share of loss  (5,501) - - - (5,501) 

  Share of other comprehensive income  2,282 - - - 2,282 

  Dividend income  (10,648) - - - (10,648) 

  Impairment**  (1,072) (1,613) - (34,094) (36,779) 

  Change in long term balances  - (14,631) 1,283 - (13,348) 

  Transfer of previous equity accounted  

     investments to subsidiary  (11,347) (33,032) - (255) (44,634) 

  Others  (1,787) - - - (1,787)     ________ ________ ________ ________ ________ 

 

  At 31 December 2017  135,497 21,648 - - 157,145     ________ ________ ________ ________ ________     ________ ________ ________ ________ ________ 

 

 *   These balances are unsecured, interest-free and have no fixed terms of repayment. 

 ** Please refer to note C4.6 for the details of impairment assessment on investments in joint ventures. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.3 Investment in joint ventures (continued) 

 

 Particulars of the joint ventures, which are indirectly held by the Company, are as follows: 

 
  Place of            Percentage of     

  Statutory incorporation/  Ownership Voting Profit Principal 

 Name auditor registration  interest power sharing activities 

 

 Acme Venture Limited *2 Hong Kong 50 50 50 Ship operator 

 Harbour Energy LP *1 Cayman Islands 75 50 75 Oil and gas investment 

 Gas Natural Ganamex,  *1  Mexico 50 50 50 CNG/LNG fuel solution  

  S. de R.L. de C.V.      provider 

 K Noble Hong Kong  *4 Hong Kong 51 50 51 Ship operator 

  Limited   

 K-Noble Pte. Ltd. *3 Singapore 51 50 51 Ship operator 

 Nice Venture Limited *2 Hong Kong 50 50 50 Ship operator 

 Padma Shipping Limited *4 Hong Kong 50 50 50 Ship operator 

 Watt Power Limited *5 United Kingdom 75 50 75 Developer of power 

        generation assets 

 YN Energy Pty Ltd *6 Australia 50 50 50 Coal supply and trading  
 

 List of statutory auditors 
 *1 No statutory audit requirement 
 *2 PwC 
 *3 Entrust Public Accounting Corporation 
 *4 Ernst & Young 
 *5 Scott Moncrieff 

 *6 Deloitte Touche Tohmatsu 

 

 The Group has increased its equity interests in Tailai Coal (Shanghai) Company Limited (“Tailai 

Shanghai”), Panacore Investments Limited (“Panacore”) and Core Shipping Limited (“Core 

Shipping”) during the year. As a result, each of these entities became a subsidiary of the Group. For 

detail, please refer to note C7.2. 

 

 During the year, the Group disposed of its entire interests in Coalridge Limited, Ekhgoviin Chuluu 

LLC, PT Borneo Sejahtera Mulya and Triumph Alliance with loss on disposals of US$7,616,000. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.3 Investment in joint ventures (continued) 

 

 Material joint venture 

 Harbour Energy 

 Pursuant to a joint venture agreement executed on 14 July 2014, the Group and EIG Global Energy 

Partners (“EIG”) formed a joint venture and the Group invested US$150,000,000 for a 75% ownership 

interest.  The Group shares in 75% of the profits; the Group and EIG share equal control of the Board 

of Directors and EIG is the manager of day-to-day operations. Noble is the preferred marketer for 

Harbour’s acquired assets. Given the Group has joint control of the operations through the decisions 

made by EIG requiring mutual consensus the investment is accounted for as a joint venture. 

 

 On 18 July 2016, Harbour repurchased certain shares from the Group at a consideration of 

US$90,000,000.  The Group’s ownership interest in Harbour dropped to 55% but the Group retains 

the joint control of the operations.  The Group invested US$90,000,000 into Harbour on 17 January 

2017 and increased its ownership interest to 75%. 

 

 As at the date of this report, Harbour had not yet issued its audited financial statements for the year 

ended 31 December 2017. For the purpose of equity accounting, the management has used the 

financial statements of Harbour for the nine-month period ended September 2017. Harbour’s full year 

audited results may be different. Any difference will be adjusted for by the Group in 2018. 

 

 Highlights of the joint venture’s income statement are as follows: 

   2017 2016 

   US$'000 US$'000 

 

 Revenue including interest income received by the partnership 5 3    ________ ________    ________ ________ 

 

 Loss for the year  (13,779) (22,121) 

 Other comprehensive income  - -    ________ ________ 

 Total comprehensive loss for the year  (13,779) (22,121)    ________ ________    ________ ________ 

 

 Dividend received  - -    ________ ________    ________ ________ 

 

 In 2015, pursuant to the joint venture agreement the Group shares in 75% of the profits; however, EIG 

absorbs 100% of the first US$50,000,000 of accumulated losses, after which the Group shares in 75% 

of any loss. Following a share buy-back in 2016, the Group shares in 55% of any loss once it exceeds 

a US$50,000,000 threshold.  
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.3 Investment in joint ventures (continued) 

 

 Material joint venture (continued) 

 Harbour Energy (continued) 

 In 2016, the accumulated loss exceeded the loss protection provided by EIG, therefore the Group’s 

share of such loss amounted to US$17,456,000. 

 

 In 2017, after the Group’s interest in Harbour increased to 75%, the Group’s share of such loss 

amounted to US$9,050,000. 

 

 Reconciliations of the Group’s interest in the joint venture to its statement of financial position is as 

follows: 

   2017 2016 

   US$'000 US$'000 

 

 Current assets  6,059 27,775  

 Non-current assets  123,337 16,163 

 Current liabilities  (5,902) (110)    _________ _________ 

 Net assets  123,494 43,828 

 Goodwill recorded in Harbour’s financial statements  - -    _________ _________ 

 Net assets, excluding goodwill  123,494 43,828 

 Proportion of the Group’s ownership  75% 55% 

 Group’s share of net assets of the joint venture  92,621 24,105 

 Accounting adjustments (see below)  31,287 18,853    _________ _________ 

 

 Carrying amount of the investment  123,908 42,958    _________ _________    _________ _________ 

 
 The accounting adjustments include the Group’s ownership share of losses covered by common unit 

holders. Losses of the joint venture are borne by the common unit holders up to the common unit 

equity amount.   

 

 Subsequent to the date of the above statement of financial position, Harbour completed the acquisition 

of a well-diversified portfolio of oil and natural gas assets from Shell U.K. Limited and its affiliates 

through Chrysaor Holdings Limited. In order to fund the acquisition, Harbour raised US$527 million 

with the issuance of new Series B preferred units. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.3 Investment in joint ventures (continued) 

 

 Other joint ventures 

 The following table summarises the aggregate financial information of the joint ventures which 

management considered are not individually material: 

   2017 2016 

   US$'000 US$'000 

 

 Share of profits of joint ventures other than Harbour  3,549 5,196 

 Share of other comprehensive income/(losses) of joint ventures  

     other than Harbour   2,282 (10,096)    _________ _________ 

 Share of total comprehensive income/(losses) of joint ventures 

     other than Harbour   5,831 (4,900)    _________ _________    _________ _________ 

 

C4.4  Investment in joint operation 

 

 The Group has interests in one unincorporated joint arrangement. The Group classified the joint 

arrangement as joint operation and recognises in relation to its interests in the joint operation, its share 

of assets held jointly and liabilities incurred jointly. The details of the joint operation as at 31 

December 2017 and 2016 are as follows: 

 
 Name of partnership Country of incorporation Principal activities Proportion (%) of 
  and place of business  ownership interest 
       

    2017 2016 
 
 Jamalco Jamaica Bauxite mining and  55% 55% 
   Alumina production     
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.5 Investment in associates 

 
  Long term balances* 

    Share of Due from Due to Goodwill 

    net assets associates associates on acquisition Total 

    US$'000 US$'000 US$'000 US$'000 US$'000 

 Group: 

 

  At 1 January 2016  445,886 31,754 (14,341) 39,046 502,345 

  Additions  3,802 - - - 3,802 

  Disposals  (862) - - - (862) 

  Share of loss  (59,259) - - - (59,259) 

  Share of other comprehensive loss  (8,870) - - - (8,870) 

  Recovery of impairment/(impairment)**  39,633 (4,521) - - 35,112 

  Change in long term balances  - (13,216) 4,340 - (8,876) 

  Others  (2,046) - - - (2,046)     _________ _________ _________ _________ _________ 

 

  At 31 December 2016 and at 1 January 2017  418,284 14,017 (10,001) 39,046 461,346 

  Additions  7,772 - - - 7,772 

  Disposals  (61,751) - - - (61,751) 

  Deemed disposals  (283,889) - - - (283,889) 

  Share of loss  (10,547) - - - (10,547) 

  Share of other comprehensive loss  25,799 - - - 25,799 

  Impairment**  (63,578) (14,106) - (35,294) (112,978) 

  Change in long term balances  - 1,730 10,001 - 11,731 

  Others  2,693 - - - 2,693     _________ _________ _________ _________ _________ 

 

  At 31 December 2017   34,783 1,641 - 3,752 40,176     _________ _________ _________ _________ _________     _________ _________ _________ _________ _________ 

 

 Company: 

 

  At 1 January 2016  618 15,685 - - 16,303 

  Impairment  - (4,521) - - (4,521) 

  Changes in long term balances  - 1,659 - - 1,659     _________ _________ _________ _________ _________ 

 

  At 31 December 2016 and at 1 January 2017  618 12,823 - - 13,441 

  Impairment  (618) (14,106) - - (14,724) 

  Changes in long term balances  - 1,283 - - 1,283     _________ _________ _________ _________ _________ 

 

  At 31 December 2017  - - - - -     _________ _________ _________ _________ _________     _________ _________ _________ _________ _________ 

 

 * These balances are unsecured, interest-free and have no fixed terms of repayment. 

 ** Please refer to note C4.6 for the details of impairment assessment on investments in associates. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.5 Investment in associates (continued) 

 

 Particulars of the associates, which are indirectly held by the Company, are as follows: 

 
    Percentage  Market value 

   Place of of equity  based on listed 

  Statutory incorporation/ attributable Principal stock price 

 Name auditor registration to the Group activities as at 31 December 

 

     2017 2016 2017 2016 

       US$'000 US$'000 

 Listed 

 Aspire Mining Limited *3 Australia 19.9 10.4 Coal exploration 3,917 2,116 

 Baralaba  *4 Australia 35.4 36.0 Coal mining N/A# 22,438 

 East Energy Resources Limited (“EER”)  *7 Australia 40.9 40.9 Coal exploration 1,137 843 

 PT Atlas Resources Tbk. (“Atlas”)  *5 Indonesia -^ 10.1 Coal mining - 11,716 

 Resource Generation Limited (“Resgen”)  *6 Australia 13.7 13.7 Coal mining 4,095 4,311 

 Xanadu Mines Ltd (“XML”) *1 Australia 8.0 7.8 Coal exploration 10,093 6,071 

 Yancoal  *8 Australia -^ 13.2 Coal mining - 46,311 

 

 Unlisted 

 Inflection Energy LLC *5 United States of - 17.4 Natural Gas N/A N/A 

    America   Exploration 

 Terminales Portuarias del Pacifico, *2 Mexico 20.0 20.0 Mineral and steel N/A N/A 

  S.A.P.I. de C.V.     terminal  

 Northern Mongolian Railways Limited *9 British Virgin  20.0 - Build, operate and N/A - 

    Islands   transfer a railway line 

       in Mongolia 

 
 List of statutory auditors 
 *1 Ernst & Young 
 *2 PwC 
 *3 HLB Mann Judd 
 *4 KPMG 
 *5 Mulyamin Sensi Suryanto & Lianny 
 *6 Deloitte Touche Tohmatsu 

 *7 Regency Audit Pty Ltd 

 *8 ShineWing Hall Chadwick 

 *9 No statutory audit requirement 

 #   The stock was suspended from trading as at 6 July 2017 
 ^   During the year, the Group had lost the capacity to exercise significant influence over the associates and had re-classified them to long 

term equity investments. 
 

 Although the Group held less than 20% of the ownership interest and voting rights in certain of the 

above associates, it has considered that it exercises significant influence through its material 

commercial and financial transactions and representation on the Board of Directors and Board 

committees of these associates. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.5 Investment in associates (continued) 

 

 Material associates 

 Yancoal 

 The Group’s investment in Yancoal was previously accounted for on the consolidated statement of 

financial position at the Group’s share of net assets under the equity method of accounting, less any 

impairment losses, as an investment in an associate. Following the dilution of the Group’s 

shareholding in Yancoal during 2017, the investment is now accounted for as a long term equity 

investment. The investment is now carried on the consolidated statement of financial position with 

reference to its Australian Stock Exchange quoted market price. US$257,815,000 loss on deemed 

disposal was recognised in the income statement for the year ended 31 December 2017 (A3.3, A10). 

 

 Extract of the associate’s income statement and the Group’s share of total comprehensive loss for the 

year ended 31 December 2016 was as follows: 
    2016 

    US$'000 

 

 Revenue   920,838     _________     _________ 

 

 Loss for the year   (168,879) 

 Other comprehensive income   47,072     _________ 

 Total comprehensive loss for the year   (121,807)     _________     _________ 

 

 Dividend received   -     _________     _________ 

 

 Share of loss for the year#   (42,596) 

 Share of other comprehensive loss for the year^   (5,155)     _________ 

 Share of total comprehensive loss    (47,751)     _________     _________ 
 

 # Share of loss of Yancoal was net of amortisation of mine properties and the difference from prior years’ audited financial 

statements against the Group’s estimate of its share of loss.  

 
 ^ Share of other comprehensive loss includes the difference from prior years’ audited financial statements against the 

Group’s estimate of its share of other comprehensive loss. 
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SECTION C: INVESTMENTS  

 

C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.5 Investment in associates (continued) 

 

 Material associates (continued) 

 Yancoal (continued) 

 

 Reconciliation of the Group’s interest in the associate to its statement of financial position as at 31 

December 2016 was as follows: 

    2016 

    US$'000 

 

 Current assets   533,507  

 Non-current assets   4,997,834 

 Current liabilities   (359,547) 

 Non-current liabilities    (4,195,624)      _________ 

 Net assets   976,170 

 Goodwill recorded in financial statements   (43,521) 

 Subordinate capital note (“SCN”) net distribution to SCN holders 

  and transaction cost   (1,452,484)      _________ 

 Net liabilities, excluding goodwill and SCN   (519,835) 

 Proportion of the Group’s ownership   13.16% 

 Group’s share of net liabilities of the associate   (68,410) 

 Acquisition fair value and other adjustments#   248,837      _________ 

 

 Carrying amount of the investment   180,427      _________      _________ 

 
 # These adjustments include the fair value adjustment of mine properties on acquisition less accumulated amortisation and 

impairment and the reclassification of trading balance to short term. 

 

 Other associates 

 The following table summarises the aggregate financial information of the associates which  

management considered are not individually material: 

   2017 2016 

   US$'000 US$'000 

 

 Share of losses of associates excluding major associates  (13,501) (16,663) 

 Share of other comprehensive income/(losses) of associates  

     excluding major associates   1,607 (3,715)    _______ _______ 

 Share of total comprehensive losses of associates  

     excluding major associates  (11,894) (20,378)    _______ _______    _______ _______ 
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C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.6 Impairment assessment on investments in joint ventures and associates 

 

 The Group performs impairment tests on its investments in joint ventures and associates when an 

indicator of impairment exists on a regular basis or if the investment included goodwill on an annual 

basis. These impairment tests take into account the joint ventures’ and associates’ operational 

performance, market values and carrying amounts.  Set out below are the details of the impairment 

charge/(reversal of impairment) during 2017 and 2016 together with the details of impairment 

assessment. 

 
   2017 2016 

 Description  US$'000 US$'000 Details of impairment assessment 

 Associates 

 Baralaba  31,629 (40,000) Baralaba introduced a strategic investor and underwent a restructuring in 

second quarter of 2016. The Group reassessed the carrying value of its 

investment in Baralaba and reversed US$40,000,000 of the impairment 

loss taken in 2015. The recoverable amount was determined based on a 

value in use calculation at discount rate of 20%.  

 

     Following an unsuccessful attempt to raise adequate funds to re-start 

Baralaba North Mine and meet on-going working capital and debt 

obligations, Baralaba went into Voluntary Administration in July 2017.  In 

view of the above, the Group impaired the carrying value of Baralaba to 

nil.  

 

     The carrying amount of the associate was US$Nil as at 31 December 2017 

(2016: US$37,153,000). 

 

 EER  19,115 4,888 In 2016 the Group has made a provision of US$4,888,000 which was 

related to the long term loan due from EER due to the continued downturn 

in the thermal market. The provision for the long term loan was calculated 

based on 25% of the credit exposure outstanding.  

  

     In view of the EER’s request for voluntary suspension of its securities on 

29 September 2017, the Group impaired the carrying value of EER to nil. 

As at 14 December 2017, EER requested to lift the voluntary suspension 

and reinstate its securities to trading. 

 

     The carrying amount of the associate was US$Nil as at 31 December 2017 

(2016: US$17,055,000). 

 

 Aspire  27,624 - The Group acquired additional shares in Aspire in 2017 at market traded 

price and increased its shareholding from 10.4% to 19.9% in the company. 

During the year, the Group performed impairment assessment and 

impaired the value of recoverable amount. 

 

     The carrying amount of the associate was US$3,917,000 as at 31 

December 2017 (2016: US$28,288,000). 

 

 PT Atlas  34,610 - The Group reclassified PT Atlas to long term equity investment following 

loss of its capacity to exercise significant influence and the investment has 

been stated at market value of US$24 million as at 31 December 2017. 

 

     The carrying amount of the associate as at 31 December 2016 was 

US$58,690,000.  _______ _______ 

   112,978 (35,112)  _______ _______   _______ _______ 
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C4 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES (continued) 

 

C4.6 Impairment assessment on investments in joint ventures and associates (continued) 

 
   2017 2016 

 Description  US$'000 US$'000 Details of impairment assessment 

 Joint ventures 

 Triumph Alliance  34,742 - The Group disposed of its holding in 2017 and the carrying value was 

impaired to the disposal value agreed per the term sheet signed prior to the 

actual disposal. 

 

 Others  2,037 44 These impairment charges were driven by the Group’s reassessment of 

expected future income streams.  _______ _______ 

   36,779 44  _______ _______   _______ _______ 

 

 

C5 LONG TERM EQUITY INVESTMENTS AND LOANS 

 

C5.1 Significant accounting policies 

 

 Long term equity investments 

 Long term equity investments are those non-derivative financial assets that are designated as 

available-for-sale investments and are initially recognised at fair value plus transaction costs. After 

initial recognition, these long term equity investments are measured at fair value with gains or losses 

being recognised as a separate component of equity until the investments are derecognised or until the 

investments are determined to be impaired at which time the cumulative gain or loss previously 

reported in equity is included in the income statement. 

 

 For investments actively traded in recognised financial markets, fair value is generally determined by 

reference to stock exchange quoted market prices, which is a Level 1 input, at the close of business at 

the end of the reporting period. For investments where there is no quoted market price, a reasonable 

estimate of the fair value is determined by reference to the current market value of a substantially 

similar instrument, or is calculated based on the expected future cash flows of the underlying net asset 

base of the investment. Unlisted equity investments where there is no quoted market price in an active 

market and where the fair value cannot be reliably measured are stated at cost less any impairment 

losses. 

 

 The Group values certain of its unlisted long term equity investments at fair value. Estimating the 

value of long term equity investments requires the Group to make certain estimates and assumptions, 

and hence the values are judgemental. These estimates and assumptions are based on Level 2 inputs.  

 

 If a long term equity investment is impaired, an amount comprising the difference between its cost 

and its current fair value, less any impairment loss previously recognised in the income statement, is 

transferred from equity to the income statement. Reversals in respect of equity instruments classified 

as long term equity investments are not reversed through the income statement.  

 

 Unlisted long term equity investments are generally carried at cost as their fair values could not be 

reliably measured.  Note F2 sets out the accounting policy for the derecognition of financial assets 

which includes long term equity investments. 
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SECTION C: INVESTMENTS  

 

C5 LONG TERM EQUITY INVESTMENTS AND LOANS (continued) 

 

C5.1 Significant accounting policies (continued) 

 

 Long term loans  

 Loan receivables are non-derivative financial assets with fixed or determinable payments that are not 

quoted in an active market. Such assets are subsequently carried at amortised cost using the effective 

interest method. Amortised cost is calculated by taking into account any discount or premium on 

acquisition and including fees that are an integral part of the effective interest rate and transaction 

costs. Gains and losses are recognised in the income statement when the loan receivables are 

derecognised or impaired, as well as through the amortisation process. Reversals of impairment losses 

on debt instruments are reversed through the income statement, if the increase in fair value of the 

instrument can be objectively related to an event occurring after the impairment loss was recognised 

in the income statement. Note F2 sets out the accounting policy for the derecognition of financial 

assets which includes long term loans. 

 

C5.2 Significant accounting judgements and estimates 

 

 Impairment assessment 

(a) Long term equity investments 

 The Group determines that long term equity investments are impaired when there has been a 

significant or prolonged decline in the fair value below its cost. The determination of what is 

a significant or prolonged decline requires judgment. In making this judgement, the Group 

evaluates among other factors, the normal market price volatility in respect of the relevant 

long term equity investments. In addition, impairment may be appropriate when there is 

evidence of deterioration in the financial health of the investee, industry and sector 

performance, changes in technology, and operational and financing cash flows.   

 

(b) Long term loans 

 Impairment is determined based on the evaluation of collectability and ageing analysis of each 

receivable and on management’s judgement. A considerable amount of judgement is required 

in estimating the ultimate realisation of the receivables, including the current creditworthiness 

and the past repayment history of each receivable. If the financial condition of debtors of the 

Group was to deteriorate, resulting in an impairment of their ability to make payments, 

additional allowances may be required.   
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C5 LONG TERM EQUITY INVESTMENTS AND LOANS (continued) 

 

C5.3 Long term equity investments  

  Group Company 

  2017 2016 2017 2016 

  US$'000 US$'000 US$'000 US$'000 

   (restated)  (restated) 

 Listed equity securities, at level 1  

     fair valuation based on observable  

     market prices: 

  Energy 21,902 11,357 - - 

  Metals, Minerals and Ores  30,853 9,230 126 195   _______ _______ _______ _______ 

  52,755 20,587 126 195   _______ _______ _______ _______ 

 Unlisted equity investments, at cost 

  Energy 54,444 8,763 - - 

  Metals, Minerals and Ores  50,225 43,892 - 415   _______ _______ _______ _______ 

  104,669 52,655 - 415 

 Less accumulated impairment in: 

  Energy (23,444) (6,572) - - 

  Metals, Minerals and Ores   (40,805) (38,234) - -   _______ _______ _______ _______ 

  41,420 7,849 - 415   _______ _______ _______ _______ 

 

 Total of listed and 

  unlisted equity investments 94,175 28,436 126 610   _______ _______ _______ _______   _______ _______ _______ _______ 

 

 The Group's long term equity investments were designated as available-for-sale financial assets and 

have no fixed maturity date or coupon rate. During 2017, the change in fair value of the Group’s long 

term equity securities recognised in other comprehensive income amounted to a loss of US$300,000 

(2016: gain of US$6,993,000). An impairment loss of US$1,422,000 (2016: US$Nil) was transferred 

from other comprehensive income to the income statement. 

 

 The Group performs impairment tests on these investments on an annual basis and when an indicator 

of impairment exists.  The Group considers the investees’ operational performance and carrying 

amount when reviewing for indicators of impairment. 

 

 The recoverable amount of the investment is determined based on the discounted estimated future 

cash flows. 
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C5 LONG TERM EQUITY INVESTMENTS AND LOANS (continued) 

 

C5.4 Long term loans 

 

 The Group has made long term loans to trade counterparties to secure strategic business partnerships 

and long term purchase contracts in the ordinary course of business.  Interest on the loans are at market 

rates. Operating segments to which the loans are related are set out below: 

 

   2017 2016 

   US$'000 US$'000 

 Long term loans: 

  Energy  157,072 116,423 

  Metals, Minerals and Ores   208,048 270,635     _________ _________ 

    365,120 387,058 

 Less current portion of long term loans  (94,553) (96,520)     _________ _________ 

    270,567 290,538     _________ _________ 

 Less impairment related to loan restructuring  

  with suppliers (note A3.2): 

  Metals, Minerals and Ores   (6,497) (1,800)     _________ _________ 

    (6,497) (1,800)     _________ _________ 

 

    264,070 288,738      _________ _________     _________ _________ 

 

 The maturity profile of the Group’s long term loans at the end of the reporting period is as follows: 

 

   2017 2016 

   US$'000 US$'000 

 

 Within one year  94,553 96,520 

 1 - 2 years  27,490 58,985 

 2 - 5 years  153,313 89,852 

 > 5 years  83,267 139,901    _________ _________ 

 

 Total  358,623 385,258    _________ _________    _________ _________ 

 

 

C6 CAPITAL COMMITMENTS 

 

 At 31 December 2017, the Group has entered into contracts to acquire certain vessels and construction 

assets of US$39,327,000 (2016: US$33,991,000) which have not been provided for in the financial 

statements.  
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C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES 

 

C7.1 Significant accounting policies 

 

 Business combinations are accounted for using the acquisition method. The consideration transferred 

is measured at fair value, consisting of the fair values of assets transferred, and any new liabilities 

assumed and any equity interests issued by the Group in exchange for control of the acquiree. 

Acquisition-related costs are expensed as incurred. 

 

 When the Group acquires a business, it assesses the financial assets and liabilities assumed for 

appropriate classification and designation in accordance with the contractual terms, economic 

circumstances and pertinent conditions as at the acquisition date.  

 

 If the business combination is achieved in stages, the previously held equity interest is remeasured at 

its acquisition date fair value and any resulting gain or loss is recognised in profit or loss. 

 

 Any contingent consideration to be transferred by the Group is recognised at fair value at the 

acquisition date. Contingent consideration classified as an asset or liability is measured at fair value 

with subsequent changes in fair value recognised in profit or loss. Contingent consideration that is 

classified as equity is not remeasured and subsequent settlement is accounted for within equity. 

 

 Non-controlling interests in subsidiaries are identified separately from the Group’s equity and are 

initially measured either at fair value or at the non-controlling interests’ proportionate share of the fair 

value of the acquiree’s identifiable net assets. Subsequent to acquisition, the carrying amount of non-

controlling interests is the amount of those interests at initial recognition plus the non-controlling 

interests’ share of subsequent changes in equity.  Total comprehensive income is attributed to non-

controlling interests even if this results in the non-controlling interests having a deficit balance. 

 

 A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an 

equity transaction. 

 

 If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and 

liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the 

cumulative translation differences recorded in equity; and recognises (i) the fair value of the 

consideration received, (ii) the fair value of any investment retained and (iii) any resulting surplus or 

deficit in profit or loss. The Group’s share of components previously recognised in other 

comprehensive income is reclassified to profit or loss or retained profits, as appropriate. 

 

 Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate 

recognition at that date, are recognised subsequently if new information about facts and circumstances 

change.  The adjustment is either treated as a reduction in goodwill (provided it does not exceed 

goodwill) if it was incurred during the measurement period or recognised in the income statement. 
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C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 

 

C7.2 Details of acquisition and disposal of subsidiaries 

 

 2017 Acquisitions 

 Tailai Shanghai 

 

 On 5 July 2017, the Group has increased its equity interests in Tailai Shanghai, a coal trading company 

and previously a joint venture of the Group, from 50% to 100% at cash consideration of 

US$5,397,000. The Group acquired Tailai Shanghai in order to obtaining full control over this entity 

and further its development and access to coal trading in China. Following the acquisition, Tailai 

Shanghai became a wholly-owned subsidiary of the Group. The provisional fair value of the 

identifiable assets and liabilities of Tailai Shanghai as at the date of acquisition are detailed below: 

 

    Fair value 

    recognised on 

    acquisition 

    US$'000 

 

 Cash and cash equivalents   7,464 

 Trade receivables*   1,279 

 Prepayments, deposits and other receivables   18 

 Trade and other payables and accrued liabilities   (515)     ________ 

 Total identifiable net assets at fair value   8,246 

 Goodwill on acquisition   2,548     ________ 

 Total consideration   10,794     ________     ________ 

 

 Cash inflow on acquisition:    

 Total consideration for equity interest acquired   (10,794) 

 Less: Non-cash consideration   5,397     ________ 

 Consideration settled in cash   (5,397) 

 Less: Net cash acquired with the subsidiary   7,464     ________ 

 Net cash inflow   2,067     ________     ________ 

 Consideration transferred for the acquisition of Tailai Shanghai: 

 Cash payment   5,397 

 Fair value of equity interest in Tailai Shanghai held by the Group immediately  

    before the acquisition   5,397     ________ 

    10,794     ________     ________ 

 

 Investment cost in Tailai Shanghai at historical cost   4,956 

 Fair value of pre-existing equity interest   5,397     ________ 

 Re-measurement gain    441     ________     ________ 

 
* The gross contractual amount of trade receivables was US$1,279,000.  
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C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 

 

C7.2 Details of acquisition and disposal of subsidiaries (continued) 

 

 2017 Acquisitions (continued) 

 Tailai Shanghai (continued) 

 

The goodwill of US$2,548,000 comprises the value of expected synergies arising from the acquisition 

which is not separately recognised. 
 

 The acquisition-related cost is insignificant. 
 

 From the date of acquisition, Tailai Shanghai generated revenue of US$62,247,000 and recorded a net 

loss of US$127,000 for the year ended 31 December 2017. If the combination had taken place at the 

beginning of the year, revenue and net loss attributable by Tailai Shanghai to the Group would have 

been US$103,297,000 and US$813,000 respectively for the year ended 31 December 2017. 

 

 Panacore 

 

 On 21 August, 2017, the Group has increased its equity interests in Panacore Investments Limited 

(“Panacore”), previously a joint venture of the Group, from 65% to 100% for a total consideration of 

US$11,905,000, including cash consideration of US$1 and debt forgiveness of US$11,905,000 with 

the previous joint venture partner of Panacore. The Group acquired Panacore to fully discharge the 

joint venture partner which was not meeting its financial obligations, and in the process obtained  

control over the entity. Following the acquisitions, Panacore became a wholly-owned subsidiary of 

the Group. The provisional fair value of the identifiable assets and liabilities of Panacore as at the date 

of acquisition are detailed below: 

    Fair value 

    recognised on 

    acquisition 

    US$'000 

 

 Property, plant and equipment    94,000 

 Cash and cash equivalents   63 

 Trade receivables*   8 

 Prepayments, deposits and other receivables   834 

 Inventories   2,609 

 Trade and other payables and accrued liabilities   (33,808) 

 Current portion of long term debts   (4,545) 

 Long term debts   (61,751)     ________ 

 Total identifiable net liabilities at fair value   (2,590) 

 Goodwill on acquisition   36,604     ________ 

 Total consideration   34,014     ________     ________ 

 Cash inflow on acquisition:    

 Total consideration for equity interest acquired   (34,014) 

 Less: Non-cash consideration   34,014     ________ 

 Consideration settled in cash   - 

 Less: Net cash acquired with the subsidiary   63     ________ 

 Net cash inflow   63     ________     ________ 
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C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 

 

C7.2 Details of acquisition and disposal of subsidiaries (continued) 

 

 2017 Acquisitions (continued) 

 Panacore (continued) 

    US$'000 

 Consideration transferred for the acquisition of Panacore: 

 Cash payment   - 

 Debt forgiveness   11,905 

 Fair value of equity interest in Panacore held by the Group immediately  

    before the acquisition   22,109     ________ 

    34,014     ________     ________ 

 

 Investment cost in Panacore at historical cost   6,646 

 Fair value of pre-existing equity interest   22,109     ________ 

 Re-measurement gain    15,463     ________     ________ 

 
* The gross contractual amount of trade receivables was US$8,000. 

 

 Subsequently when the Group classified the four dry bulk carrier vessels of Panacore as held for sale, 

the goodwill of US$36,604,000 was impaired. 

 

 The acquisition-related cost is insignificant. 

 

 From the date of acquisition, Panacore generated revenue of US$Nil and recorded a net loss of 

US$20,495,000 for the year ended 31 December 2017. If the combination had taken place at the 

beginning of the year, revenue and net loss attributable by Panacore to the Group would have been 

US$Nil and US$14,780,000 respectively for the year ended 31 December 2017. 
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C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 

 

C7.2 Details of acquisition and disposal of subsidiaries (continued) 

 

 2017 Disposals 

In 2017, the Group disposed of its controlling interests in NAGP, MR Coal and NASBE as well as 

other insignificant subsidiaries. 

 

The carrying values of the assets and liabilities over which control was lost and the net cash received 

from these disposals are detailed below: 

 
  NAGP MR Coal NASBE Others Total 

  US$'000 US$'000 US$'000 US$'000 US$'000 

 
 Property, plant and equipment - - 74,423 1,140 75,563 

 Mine properties - - - 188 188 

 Intangible assets - - - 1,441 1,441 

 Interests in associates 61,751 - - - 61,751 

 Deferred tax assets - - - 102 102 

 Cash and cash equivalents*  160,915 - 2,364 2,198 165,477 

 Trade receivables 68,955 18,226 1,181 7,601 95,963 

 Prepayments, deposits and other receivables 2,499 1,852 2,368 8,009 14,728 

 Fair value gains on commodity and  

    other derivative financial instruments 207,464 - - 1,073 208,537 

  Inventories 16,056 26,276 3,873 - 46,205 

 Tax recoverable - - - 254 254 

 Trade and other payables and accrued liabilities (59,263) (11,822) (4,689) (1,493) (77,267) 

 Fair value losses on commodity and  

    other derivative financial instruments (146,606) - - - (146,606) 

 Current portion of bank debts  - - - (113) (113) 

 Tax payable - - - (7) (7) 

 Deferred tax liabilities - - - (360) (360)  _______ _______ _______ _______ _______ 
 Net assets 311,771 34,532 79,520 20,033 445,856 

 Exchange fluctuation reserves - - - 3,342 3,342  _______ _______ _______ _______ _______ 
 Equity value attributable to the Group 311,771 34,532 79,520 23,375 449,198 

 Cash and cash equivalents received (115,123) (34,529) (18,156) (10,565) (178,373) 

 Future consideration (52,857) - - (4,146) (57,003) 

 Debt forgiveness - - - (4,231) (4,231)  _______ _______ _______ _______ _______ 
 Loss on disposal (143,791) (3) (61,364) (4,433) (209,591)  _______ _______ _______ _______ _______  _______ _______ _______ _______ _______ 

 

An analysis of the net inflow of cash and cash equivalents in respect of the disposal of subsidiaries is 

as follows: 
  NAGP MR Coal NASBE Others Total 

  US$'000 US$'000 US$'000 US$'000 US$'000 

 
 Cash consideration 115,123 34,529 18,156 10,565 178,373 

 Cash and cash equivalents disposed of (56) - (2,364) (2,198) (4,618)  _______ _______ _______ _______ _______ 
 Net inflow of cash and cash equivalents 

    in respect of the disposal of subsidiaries 115,067 34,529 15,792 8,367 173,755  _______ _______ _______ _______ _______  _______ _______ _______ _______ _______ 

 

* US$160,859,000 broker cash was included in cash and cash equivalents of NAGP above. For the 

purpose of cashflow analysis, it is excluded from cash and cash equivalents.  
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C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 

 

C7.2 Details of acquisition and disposal of subsidiaries (continued) 

 

 2017 Disposals (continued) 

 NAGP 

 On 26 July 2017, the Group announced that it had entered into a purchase agreement with Mercuria 

Energy America, Inc. ("Mercuria") in connection with the proposed sale of all of the issued and 

outstanding capital stock (the "Sale Shares") of NAGP. 

 

 On 29 September 2017, the disposal of NAGP was completed. At the closing date, the amount paid 

by Mercuria to the Group was approximately US$115 million. In addition, Mercuria has deposited 

with an escrow agent US$53 million.  

 

Subsequent to year end, the Group collected US$33 million in January 2018 with balance of US$15 

million due in Q3 of 2018 and remaining amount of US$5 million due in Q3 2019. 

 

 MR Coal 

 

 On 12 December 2017, the Group disposed of all its interest in MR Coal to a third party for 

approximately US$34,529,000 cash consideration. 

 

 NASBE 

 

 On 12 December 2017, the Group disposed of all its interest in NASBE to a third party for 

approximately US$18,156,000 cash consideration. 
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SECTION C: INVESTMENTS  

 

C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 

 

C7.2 Details of acquisition and disposal of subsidiaries (continued) 

 

 2016 Acquisitions 

 On 30 September, 2016, the Group increased its equity interest in Noble Commodities Services, LLC 

(“Noble Commodities”, formerly known as Noble Mansfield Renewable Energy, LLC), previously a 

joint venture of the Group, from 50% to 100% for a cash consideration of US$6,257,000. Following 

the acquisition, Noble Commodities became a wholly-owned subsidiary of the Group. The provisional 

fair value of the identifiable assets and liabilities of Noble Commodities as at the date of acquisition 

are detailed below: 

 

    Fair value 

    recognised on 

    acquisition 

    US$'000 

 

 Intangible assets   7,520 

 Cash and cash equivalents   891 

 Prepayments, deposits and other receivables   23,151 

 Inventories   417 

 Trade and other payables and accrued liabilities   (16,710) 

 Tax payables   (647) 

 Intangible liabilities   (4,120)     ________ 

 Total identifiable net assets at fair value   10,502 

 Re-measurement gain on a pre-existing interest in joint venture  (4,245) 

 Cash consideration paid in 2016   (2,477)     ________ 

 Cash consideration to be settled in future years   (3,780)     ________     ________ 

 

 Cash consideration paid in 2016   (2,477) 

 Cash and cash equivalents of acquired subsidiary   891     ________ 

 Net cash outflow   (1,586)     ________     ________ 

 

 From the date of acquisition, Noble Commodities generated revenue of US$139,599,000 and recorded 

a net profit of US$594,000 for the year ended 31 December 2016. If the combination had taken place 

at the beginning of the year, revenue and net profit attributable to the Group would have been 

US$578,691,000 and US$2,515,000 respectively for the year ended 31 December 2016. 
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C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 

 

C7.2 Details of acquisition and disposal of subsidiaries (continued) 

 

 2016 Disposals 

 On 10 October 2016, the Group announced that it had entered into a purchase agreement with Calpine 

Energy Services Holdco II LLC and Calpine Energy Financial Holdings LLC in connection with (i) 

the proposed sale of all of the issued and outstanding membership interests (the “Units”) of NES and 

(ii) the proposed assignment by the Company of the rights and the post-closing obligations under an 

ISDA 2002 Master Agreement dated 1 January 2016 and related Master Confirmation dated 1 August 

2016 entered into between NGL and NES (the “Disposal”). On 1 December 2016, the Group 

announced that the disposal was completed and that the Group no longer holds any units in NES.   

 

 The carrying values of the assets and liabilities of NES at 1 December 2016 are detailed below: 
 

    US$'000 

 ASSETS 

 Property, plant and equipment   6,611 

 Intangible assets   190,274 

 Long term loans   6,402 

 Cash and cash equivalents   164,110 

 Trade receivables   341,800 

 Prepayments, deposits and other receivables   12,170 

 Fair value gains on commodity and other derivative financial instruments  656,003 

 Inventories   1,323     ________ 

 Total assets   1,378,693     ________ 

 

 LIABILITIES 

 Trade and other payables and accrued liabilities   (141,062) 

 Fair value losses on commodity and other derivative financial instruments  (382,712)     ________ 

 Total liabilities   (523,774)     ________ 

 

 Equity value attributable to the Group   854,919 

 Gain on disposal   291,485     ________ 

 Satisfied by cash   1,146,404     ________     ________ 
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SECTION C: INVESTMENTS  

 

C7 ACQUISITION AND DISPOSAL OF SUBSIDIARIES (continued) 

 

C7.2 Details of acquisition and disposal of subsidiaries (continued) 

 

 2016 Disposals (continued) 

 Pursuant to the announcement on 10 October 2016, the cash consideration for the disposal comprised: 

  

 i)  US$800,000,000; 

ii)  the net working capital of NES on the day immediately preceding the closing date; and 

 iii)  minus indebtedness of NES on the day immediately preceding the closing date. 

 

 The consideration is subject to adjustment based on an unaudited consolidated statement of financial 

position of NES and its subsidiaries, a calculation of net working capital and a calculation of the 

aggregate amount of all indebtedness prepared within 90 calendar days following the closing date.  

According to the pricing mechanism mentioned above, the cash consideration was finalised on 28 

February 2017. 

 

An analysis of the net inflow of cash and cash equivalents in respect of the disposal of NES is as 

follows: 

 

    US$'000 

 

 Cash consideration   1,146,404 

 Cash and cash equivalents disposed as of 1 December 2016  (164,110)     _________ 

 

 Net inflow of cash and cash equivalents in respect of the disposal     982,294     _________     _________ 
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SECTION C: INVESTMENTS  

 

C8 CONTINGENT LIABILITIES ASSOCIATED WITH INVESTING ACTIVITIES 

 

C8.1 Significant accounting judgements and estimates 

 

 The preparation of the Group’s consolidated financial statements requires management to make 

judgements, estimates and assumptions that affect the reported amounts of revenues, expenses, assets 

and liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities. 

Uncertainty about these assumptions and estimates could result in outcomes that require a material 

adjustment to the carrying amount of assets or liabilities affected in future periods.  

 

C8.2 Cofco Agri Limited and its subsidiaries (“CAL Group”) contingent liabilities 

 

 Further to the disposal of the Company's interest in the CAL Group, the Company has undertaken the 

following key obligations in accordance with the Share Sale Agreements dated 2 April 2014 and 23 

December 2015. 

 

(i) Taxes: to pay unprovided corporate taxes of CAL Group up to 31 December 2014, within the 

statutory claim period in the relevant jurisdiction to which such tax claim relates; and 

(ii) Legal: to pay claims against certain existing legal cases as at 2 April 2014 within three years 

following 31 December 2014. 

 

 The Group has made full provision for all probable liabilities arising from the above obligations. 

 

 In accordance with the Transitional Services Agreement dated 30 September 2014, transitional 

services to CAL Group, including risk management, human resources, insurance, internal audit, legal, 

research, tax and other administrative services, are provided free of any costs from 1 October 2014 to 

31 March 2016. In 2017, Corporate overhead attributed to CAL amounted to US$Nil (2016: US$Nil). 

 

 The Company provided corporate guarantees to banks and financial institutions for banking facilities 

granted to CAL Group prior to the disposal of the remaining 49% interest in CAL. Most guarantees 

given by the Company for the benefit of CAL Group have been replaced after completion of the 

disposal and any remaining guarantees are to be terminated as soon as practicable. An indemnity has 

been provided to the Company for any losses which it may suffer prior to the replacement of such 

guarantees. Details of the guarantees are as follows:  

 

   2017 2016 

   US$'000 US$'000 

 

 Guarantees given to the bank and financial institutions for  

  banking facilities granted to: 

   CAL Group with 100% guarantee from the Company* - 777,237 

   CAL Group with 49% guarantee from the Company** 76,618 198,887 

   NGL subsidiaries and CAL Group  - 1,362,000      _________ _________ 

     76,618 2,338,124      _________ _________      _________ _________ 

 

 Utilised by CAL Group  - 71,574      _________ _________      _________ _________ 
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SECTION C: INVESTMENTS  

 

C8 CONTINGENT LIABILITIES ASSOCIATED WITH INVESTING ACTIVITIES 

 

C8.2 Cofco Agri Limited and its subsidiaries (“CAL Group”) contingent liabilities (continued) 

 

 * The Company guarantees 100% of the facilities according to the terms of the relevant guarantee 

letter. 

 

 ** The Company guarantees 49% of the facilities with the remainder covered by the other 

shareholders of CAL according to the terms of the relevant joint guarantee letter.  

 

C8.3 Contingent liabilities for NES 

 

 The Group has provided certain representations and warranties in connection with the disposal of 

NES. The Group has made adequate provision for all probable liabilities as at the end of the reporting 

period. 

 

 

C9 NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS – CASH FLOWS FROM/(USED 

IN) INVESTING ACTIVITIES 

 

   2017 2016 

  Notes US$'000 US$'000 

     (restated) 

 

 Additions of property, plant and equipment C2.3 (69,024) (114,224) 

 Proceeds from disposal of property, plant and equipment  10,871 5,230 

 Net cash received/(paid) on acquisitions of subsidiaries C7.2 2,130 (1,586) 

 Cash inflow on disposal of subsidiaries C7.2  173,755 982,294 

 Broker cash outflow on disposal of subsidiaries C7.2 (160,859) - 

 Investments in joint ventures/associates  - (6,151) 

 Reduction of investments in joint ventures/associates  - 862 

 Decrease/(increase) in amounts due from  

  joint ventures/associates  (76,597) 74,528 

 Proceeds from disposal of joint ventures  10,000 6,869 

 Proceeds from disposal of associates  - 750,000 

 Dividend income from joint ventures  10,648 - 

 Disposals of long term equity investments, net  - 8,868 

 Dividend income from long term equity investments  876 859 

 Decrease in long term loans  445 30,975 

 Decrease/(increase) in a time deposit  10,000 (10,000)     _________ _________ 

 

    (87,755) 1,728,524     _________ _________     _________ _________ 
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D1 CAPITAL MANAGEMENT 

 

D1.1 General 

 

 The Group's capital management focuses on ensuring the ability to continue as a going concern while 

providing an adequate return to our shareholders and economic benefits for our other stakeholders.  

The Group manages its capital structure and makes adjustments to it in consideration of factors 

including: 

 

 (a) the nature of the Group’s assets to be funded;  

 (b) the assessment of the appropriate structure to fund the Group’s business initiatives;  

 (c) the availability and cost of various financing strategies;  

 (d) the Company’s credit quality; and  

 (e) the impact of changes in liquidity and funding of its commercial activities.   

 

 The Group assesses the overall need for capital to be utilised in its business activities, taking into 

account the intended use of the capital.  In addition, the Group considers the use of the capital with 

respect to several factors including its cost, availability, and the ability to generate adequate returns 

on the invested capital.  The Group’s primary use of capital in 2017 was for working capital. 

 

 In order to adjust or maintain the capital structure, the Group may issue debt of either a fixed or 

floating nature, unsecured or secured, arrange committed or uncommitted debt facilities, issue new 

shares, adjust dividend payments, or consider investments in or the sale of assets or businesses.  

 

 As the Group pursues an asset light trading strategy, it will adjust its capital structure to reflect the 

increased need to fund short term working capital assets.  

 

 The Group is permitted to purchase its own shares in the market and keep them as treasury shares 

under a shareholder approved plan which permits a 10% share buyback policy. The policy is reviewed 

annually and re-approved at the general shareholders' meeting each year. 

 

 Generally, the Group maintains a capital structure which is consistent with the nature of the assets to 

be funded by such capital and one that provides a solid statement of financial position.  In order to 

ensure the adequacy of capital, the Group regularly assesses and quantifies the potential capital 

requirements with respect to working capital required for trading activities as well as new investment 

opportunities. 

 

 Capital is calculated as the total debt and equity which is available to the Group. At 31 December 

2017, the Group calculated the sum of total bank and capital market debt and equity capital of the 

Group to be US$2,781,089,000 (2016: US$8,023,000,000), consisting of US$3,582,000,000 (2016: 

US$4,043,000,000) of short and long term debts, and US$800,911,000 of shareholder’s deficit (2016: 

US$3,980,000,000 of equity).  
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D2 CASH AND CASH EQUIVALENTS  

 

D2.1 Significant accounting policies 

 

 For the purpose of the statement of financial position, cash and cash equivalents comprise cash on 

hand and at banks, cash provided to futures brokers to cover margin requirements, short term time 

deposits and short term liquid investments. 

 

 For the purpose of the statement of cash flows, cash and cash equivalents are adjusted for cash 

provided to futures brokers which is not immediately available for use in the Group’s business 

operations as it is covering fair value losses on futures positions and is not substitutable with 

alternative collateral. 

 

 The Group places cash with futures brokers to meet the initial and variation margin requirements in 

respect of its outstanding futures positions on commodity exchanges. The Group can also use credit 

facilities granted by these brokers or stand-by letters of credit to meet these requirements in lieu of 

cash. Accordingly, the Group regards this cash as part of its liquid cash that is used in its daily cash 

management. For the purpose of the statement of financial position, the whole amount of cash balance 

with futures brokers is included as cash and cash equivalents. However, for the purpose of the 

statement of cash flows, only the portion of the cash balance with futures brokers that is immediately 

available for use in the business operations is included as cash and cash equivalents. 

 

 The carrying amounts of cash and cash equivalents approximate to their fair values because of their 

immediate or short term maturity. 
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D2 CASH AND CASH EQUIVALENTS (continued)  

 

D2.2 Cash and cash equivalents 

 

  Group Company 

  2017 2016 2017 2016 

  US$'000 US$'000 US$'000 US$'000 

 

 Bank balances and short term  

  time deposits 435,196 817,794 117,088 301,789 

 Cash balances with futures brokers 56,816 352,677 3,010 460   ________ _________ ________ ________ 

 As stated in the statement of financial  

  position 492,012 1,170,471 120,098 302,249 

 Cash balances attributable to subsidiaries  

  classified as held for sale 147,698 1,420 - -   ________ _________ ________ ________ 

 Total cash and cash equivalents 639,710 1,171,891 120,098 302,249 

 Less: Cash balances with futures brokers  

   and/or not immediately available for 

   use in the business operations* (40,566) (66,533) - - 

 Less: Time deposit with original maturity 

   of more than three months 

   when acquired - (10,000) - -   ________ _________ ________ ________ 

 

 As stated in the statement of cash flows  599,144 1,095,358 120,098 302,249   ________ _________ ________ ________   ________ _________ ________ ________ 

 

 * A portion of the cash balances with futures brokers is not immediately available for use in the 

Group's business operations as it is earmarked to cover unrealised losses on futures contracts, and 

cannot be replaced by alternative collateral arrangements such as stand-by letters of credit. Certain 

other cash balances are pledged as security for normal trading facilities. 

 

 Cash at banks earn interest at floating rates based on bank deposit rates. Short term deposits are made 

for varying periods of between one day and one year depending on the immediate cash requirements 

of the Group, and earn interest at the respective short term deposit rates.  At 31 December 2017, except 

for a time deposit of nil (2016: US$10,000,000) with a maturity period of one year when acquired and 

not immediately available for use, the original maturity periods of all other deposits were less than 90 

days (2016: less than 90 days) and the interest rates ranging from 1.0% to 6.1% (2016: 0.8% to 8.0%) 

per annum depending on currency and tenor. 
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D3 BANK DEBTS AND SENIOR NOTES 

 

D3.1 Significant accounting policies 

 

 Bank debts and senior notes are initially stated at fair value less directly attributable transaction costs 

and are subsequently measured at amortised cost, using the effective interest method unless the effect 

of discounting would be immaterial, in which case they are stated at cost. Gains and losses are 

recognised in the income statement when the liabilities are derecognised as well as through the 

amortisation process. 

 

 Bank debts and senior notes are derecognised upon disposal.  Any gain or loss on disposal is 

recognised in the income statement in the year the liability is derecognised and is measured as the 

difference between the net cash used in retirement of the liability and the carrying amount of the 

relevant liability. 

 

D3.2 Bank debts  
 

 Group  2017   2016  
  Effective  Effective 
  average  average 
  interest  interest 
  rate (%) US$'000 rate (%) US$'000 
 Current bank debts 
     secured by certain trade receivables 
         and inventories (notes B2.3, B4.2) 
  - borrowing base facilities (“BBF”) 1 n/a - 2.5 350,000 
  - bilateral 3 n/a - 2.0 109,476 
     secured by vessels (note C2.3) 5.0 20,820 6.0 17,000 
     unsecured 
  - revolving credit facilities  
   (“RCF and term loan”) 2 2.8 1,140,747 2.2 756,382 
  - bilateral 3   2.3 28,019 1.2 60,567    _________  _________ 

   1,189,586  1,293,425    _________  _________ 

 Long term bank debts 
     secured by vessels (note C2.3) 3.9 98,125 5.7 56,366 
     unsecured 
  - RCF and term loan n/a - 1.6 1,137,753    _________  _________ 

   98,125  1,194,119    _________  _________ 

   1,287,711  2,487,544    _________  _________    _________  _________ 

 

 Denominated in - USD 2.9 1,272,356 2.0 2,487,544 
  - Non-USD 2.4 15,355  -    _________  _________ 

   1,287,711  2,487,544    _________  _________    _________  _________ 
 

  



NOBLE GROUP LIMITED 

 

NOTES TO FINANCIAL STATEMENTS 

 

31 December 2017 

 

129 

SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D3 BANK DEBTS AND SENIOR NOTES (continued) 

 

D3.2 Bank debts (continued) 

 

 1  Secured BBF 

 

  On 11 May 2016, the Group entered into a 364-day borrowing base facility of US$2,000,000,000, 

with a US$1,200,000,000 committed tranche which allowed for the drawdown of loans and 

issuance of trade finance instruments including letters of credit, subject to the borrowers under 

the facility, namely NAC, Noble Petro Inc. and NAGP, each of which was a wholly-owned 

subsidiary of the Group, providing adequate working capital security. The facility was secured by 

certain trade receivables and inventories as mentioned in notes B2.3, B4.2 and E2 respectively. 

The facility amount was reduced to US$1,100,000,000 in 2017. The Group had drawn 

US$350,000,000 (2016: US$350,000,000) of the facility as loans and US$386,762,000 (2016: 

US$1,198,412,000) trade finance instruments as at 31 December 2017. The facility was fully 

repaid and cancelled upon the closing of the sale of NAC on 12 January 2018. 

  

On 17 February 2017, the Group entered into a 364-day borrowing base facility of 

US$1,000,000,000, which included a US$500,000,000 committed tranche, and which allowed for 

the drawdown of loans and issuance of trade finance instruments, including letters of credit, 

subject to the borrower, Noble Clean Fuels Limited, a wholly owned subsidiary of the Group, 

providing adequate working capital security. The facility was terminated and repaid in full, prior 

to its maturity date, on 11 December 2017. 

 

 2  Committed RCFs and term loans 

    Utilised Utilised 

  Commencement date Terms 2017 2016 

    US$’000 US$’000 

  Current: 

  1 May 2014 US$650,000,000 three-year term loan - 650,000 

  11 May 2016 US$615,200,000 364-day tranche - 115,200 

  18 May 2015 US$1,143,460,000 three-year tranche 1,143,460 -    _________ _________ 

    1,143,460 765,200 

   Transaction costs (2,713) (8,818)    _________ _________ 

    1,140,747 756,382    _________ _________ 

  Non-current: 

  18 May 2015 US$1,143,460,000 three-year tranche - 1,143,460    _________ _________ 

    - 1,143,460 

   Transaction costs - (5,707)    _________ _________ 

    - 1,137,753    _________ _________ 

 

    1,140,747 1,894,135     _________ _________    _________ _________ 
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D3 BANK DEBTS AND SENIOR NOTES (continued) 

 

D3.2 Bank debts (continued) 

 

 3. Bilateral 

As at 31 December 2017, the Group had short-term unsecured and secured bilateral loans with 

interest rates ranging from 2.0% to 3.0% (2016: 1.0% to 2.0%) per annum depending on currency 

and tenor.  Secured bilateral loans of US$Nil (2016: US$109,476,000) were secured by trade 

receivables and inventories.  

 
 Company  2017   2016  
  Effective average  Effective average 

  interest rate (%) US$'000 interest rate (%) US$'000 
 Current bank debts 
     unsecured 
         - RCF, net of transaction costs 2.8 1,140,747 2.2 756,382 
         - bilateral 2.3 12,654 1.4 27,888     _________  _________ 

    1,153,401  784,270     _________  _________ 

 
 Long term bank debts 
     unsecured 
         - RCF, net of transaction costs n/a - 1.6 1,137,753     _________  _________ 

    -  1,137,753     _________  _________ 

    1,153,401  1,922,023     _________  _________     _________  _________ 

 

D3.3 Senior notes 
   2017 2016 
   US$'000 US$'000 
 Carrying amount 
 Current portion  
 3.625% medium term notes due March 2018  378,815 -    _________ _________ 

   378,815 -    _________ _________ 

 Non-current portion 
 3.625% medium term notes due March 2018  - 377,996 
 6.75% senior notes due January 2020  1,177,240 1,177,313 
 8.75% senior notes due March 2022  738,280 -    _________ _________ 

   1,915,520 1,555,309    _________ _________ 

   2,294,335 1,555,309    _________ _________    _________ _________ 

 
 Fair value*  1,155,167 1,344,005    _________ _________    _________ _________ 

 

 * The fair value of senior notes is a Level 1 fair value measurement using observable market prices.   
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D3 BANK DEBTS AND SENIOR NOTES (continued) 

 

D3.3 Senior notes (continued) 

 

 US$750,000,000 Senior Notes due 9 March 2022* 

 In March 2017, the Company issued 8.75% senior notes of US$750,000,000 at 100%. 

 

 The Company has the right to redeem up to 40% of the principal amount of the senior notes at any 

time prior to 9 March 2020 at a redemption price of 108.75%, plus accrued and unpaid interest, if any. 

The Company has the right to redeem all of the senior notes at any time on or after 9 March 2020 at 

the redemption prices stipulated in “Terms and Conditions of the Notes – Redemption and Purchase” 

in the agreement. 

 

 The principal amount of senior notes outstanding was US$750,000,000 as at 31 December 2017. 

 

 US$1,176,920,000 (Originally US$1,250,000,000) Senior Notes due 29 January 2020 

 In October 2009, the Company issued 6.75% senior notes of US$850,000,000 at 99.105%. On 9 

February 2010, the Company issued a further US$400,000,000 6.75% senior notes due 2020 at 

103.6676% to form a single series US$1,250,000,000 senior notes due 29 January 2020. 

 

The Company has the right to redeem some or all of the senior notes at any time on or after 16 October 

2010 at the redemption prices stipulated in "Description of notes - Optional redemption" in the 

agreement. 

 

In May 2012, June 2012 and January 2016, the Company repurchased US$73,080,000 of its 

US$1,250,000,000 6.75% senior notes. Such senior notes were cancelled subsequent to the 

repurchases. The principal amount of senior notes outstanding was US$1,176,920,000 as at 31 

December 2017. 

 

RM3,000,000,000 Medium Term Note Programme 

In March 2012, the Company established a multi-currency Islamic medium term note programme of 

up to Malaysian Ringgit 3,000,000,000 (or its equivalent in foreign currency) under the laws of 

Malaysia. Under the programme, the Company may issue Islamic medium term notes (“Sukuk 

Murabahah”) from time to time in Malaysian Ringgit or in other currencies, in various amounts and 

tenors of more than a year and up to a maximum tenor of 20 years. 

 

The Sukuk Murabahah holders, in subscribing or purchasing the Sukuk Murabahah with rights of 

early redemption, grant the issuer the option to redeem the Sukuk Murabahah, in whole or in part, 

prior to maturity dates stipulated in the agreement of the notes. 

 

There is no outstanding amount of senior notes as at 31 December 2017 and 2016. 

 

  

 * In February 2018, the trustee for the 2022 Notes gave notice to the Company that it considered 

that the January announcement “may” amount to a “Potential Event of Default”.   
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D3 BANK DEBTS AND SENIOR NOTES (continued) 

 

D3.3 Senior notes (continued) 

 

US$3,000,000,000 Medium Term Note Programme 

In August 2011, the Company established a US$3,000,000,000 medium term note programme. Under 

the programme, the Company may issue notes from time to time in various currencies, amounts and 

tenors. The notes may bear fixed or floating rates, interest on dual currency or index linked bases or 

may not bear interest. The notes may be offered on a syndicated or non-syndicated basis. 

 

The pricing supplements issued in respect of each issue of notes will state whether such notes may be 

redeemed prior to their stated maturity at the Company’s option (either in whole or in part) and/or at 

the option of the holders, and if so the terms applicable to such redemption. The Company has the 

right to redeem some or all of the medium term notes at any time at the redemption prices stipulated 

in the agreement of the medium term notes. 

 

On 20 March 2013, the Company issued 3.625% medium term notes of US$400,000,000 at 99.268% 

due 20 March 2018. 

 

In March 2015 and January 2016, the Company repurchased US$21,000,000 of its US$400,000,000 

3.625% medium term notes. Such medium term notes were cancelled subsequently to the repurchases. 

The principal amount of medium term notes outstanding was US$379,000,000 as at 31 December 

2017 and were reclassified as current liabilities as at 31 December 2017. 

 

 

D4 CAPITAL SECURITIES  

 

 6.0% US$400,000,000 Perpetual Capital Securities 

 The Company issued perpetual capital securities with a par value of US$350,000,000 on 24 June 2014. 

On 10 July 2014, the Company issued an additional US$50,000,000 of the perpetual capital securities 

at an issue price of 101%. The US$50,000,000 in perpetual capital securities were consolidated with 

the US$350,000,000 in capital securities issued on 24 June 2014 to form a single series of 

US$400,000,000. 

 

 The capital securities are perpetual and do not have a fixed redemption date. The distribution rate of 

the securities is 6.0% per annum, payable in arrears on a semi-annual basis at the discretion of the 

Company. The first distribution date was on 24 December 2014.  The Company may, on giving not 

more than 60 nor less than 30 days' irrevocable notice to the holders in writing, redeem all but not 

some only of the securities in accordance with the terms and conditions of the securities. 

 

 In the event of a winding-up, the rights and claims of the holders in respect of the capital securities 

shall rank ahead of claims in respect of the Company's shareholders, but shall be subordinated in right 

of payment to the claims of all present and future unsubordinated obligations, except for obligations 

of the Company that are expressed to rank pari passu with, or junior to, its obligations under the capital 

securities. 
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D5 SHARE CAPITAL AND RESERVES 

 

D5.1 Significant accounting policies 

 

 Treasury shares 

 The Group equity instruments which are reacquired (treasury shares) are recognised at cost and 

deducted from equity. No gain or loss is recognised in the income statement on the purchase, sale, 

issue or cancellation of the Group's own equity instruments. On sale, any difference between the 

carrying amount and the consideration received is recognised in equity.  

 

 Capital securities distribution 

 The distribution on the capital securities is shown as a movement in retained profits within the equity 

section of the statement of financial position. 

 

D5.2 Share capital 

   2017 2016 

   US$'000 US$'000 

 Authorised: 

  3,200,000,000 (2016: 32,000,000,000) shares of  

   HK$2.50 (2016: HK$0.25) each, 

   equivalent to HK$8,000,000,000 (2016: HK$8,000,000,000) 1,032,259 1,032,259    ________ ________    ________ ________ 

 Issued and fully paid: 

  1,327,483,781 (2016: 13,274,876,524) shares of HK$2.50 

   (2016: HK$0.25) each, equivalent to HK$3,318,709,453 

   (2016: HK$3,318,719,131)  427,008 427,008    ________ ________    ________ ________ 

 

 Notes: 

 (a) The movements of the Company's issued share capital during the year were: 

 

    2017   2016 
    Share'000 US$'000 Share'000 US$'000 
 
  At 1 January  13,274,877 427,008 6,739,467 216,360 
  Share consolidation  (11,947,393) - - - 
  Rights issue of shares - - 6,535,410 210,648    _________ ________ _________ ________ 

  At 31 December  1,327,484 427,008 13,274,877 427,008    _________ ________ _________ ________    _________ ________ _________ ________ 

 

  As at 31 December 2017, certain unvested shares were held by the Employee Benefit Trust 

which will be released to eligible participants when vesting conditions are met.   

 

  On 15 March 2017, the Group announced a share consolidation exercise pursuant to which 

the Company consolidated every ten existing issued shares (including treasury shares) into 

one ordinary share of par value of HK$2.50 each in the share capital of the Company, 

fractional entitlements to be disregarded. Unissued shares were also consolidated on the same 

basis. Shareholders approved the share consolidation in the Special General Meeting held on 

28 April 2017. On 11 May 2017, the share consolidation was completed. 
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D5 SHARE CAPITAL AND RESERVES (continued) 

 

D5.2 Share capital (continued) 

 

 Notes (continued): 

 (a)  On 3 June 2016, the Group announced a renounceable underwritten rights issue on the basis 

of one rights share for every one existing share held by entitled shareholders as at 30 June 

2016. Shareholders approved the rights issue in the Special General Meeting held on 24 June 

2016. The rights issue was completed on 1 August 2016. Accordingly, the issued share capital 

excluding treasury shares was increased to 13,070,819,124 shares of HK$0.25 each on 4 

August 2016. 

 

 (b) There were no shares held as treasury shares as at 31 December 2017 (2016: 177,328,000 

shares). By excluding these treasury shares, the total number of issued shares as at 31 

December 2017 was 1,327,483,781 shares (2016: 13,097,548,524 shares). 

 

 (c) Share capital has been translated against the historical exchange rate of the date of issue of 

share capital at US$1 = HK$7.772. 

 

D5.3 Reserves 

 

 (a) Group 

  The amounts of the Group's reserves and the movements therein for the current and prior years 

are presented in the consolidated statement of changes in equity on page 32 of the financial 

statements. 
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SECTION D: CAPITAL, FUNDING AND LIQUIDITY  

 

D5 SHARE CAPITAL AND RESERVES (continued) 

 

D5.3 Reserves (continued) 

 

 (b) Company 
 Reserves  

        Share-    Long term Retained 

        based Capital Share Cash flow investment profits/ 
    Issued Share Treasury Capital payment redemption option hedging revaluation (accumulated 

    capital premium shares securities reserve reserve reserve reserve reserve losses) Total 

    US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 
 

  At 1 January 2016  216,360 2,049,677 (102,075) 397,547 (73,221) 6,237 137,631 (100,364) (1,173) 20,264 2,550,883     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______ 
 

  Profit for the year  - - - - - - - - - 601,136 601,136 

  Other comprehensive income/(loss), net of tax - - - - - - - 70,351 (233) - 70,118     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______ 
  Total comprehensive income/(loss), net of tax - - - - - - - 70,351 (233) 601,136 671,254     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______ 
 
  Rights issue of shares (note D9)  210,648 290,703 - - (4,896) - - - - - 496,455 

  Share-based payment  - (16,478) 13,371 - 62,538 - - - - - 59,431 

  Equity-settled share option expenses - - - - - - 11,080 - - - 11,080 
  Capital securities dividend (note D9) - - - - - - - - - (24,000) (24,000)     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______ 
 

  At 31 December 2016 and 1 January 2017 427,008 2,323,902 (88,704) 397,547 (15,579) 6,237 148,711 (30,013) (1,406) 597,400 3,765,103 
 

  Loss for the year  - - - - - - - - - (4,722,738) (4,722,738) 
  Other comprehensive income, net of tax - - - - - - - 21,979 1,353 - 23,332     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______ 
  Total comprehensive income/(loss), net of tax - - - - - - - 21,979 1,353 (4,722,738) (4,699,406)     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______ 
 

  Share-based payment  - (75,928) 88,704 - 21,464 - - - - - 34,240 

  Equity-settled share option expenses - - - - - - (5,510) - - - (5,510) 
  Capital securities dividend  - - - - - - - - - (24,388) (24,388)     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______ 
 

  At 31 December 2017  427,008 2,247,974 - 397,547 5,885 6,237 143,201 (8,034) (53) (4,149,726) (929,961)     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______     ______ _______ ______ ______ ______ _____ ______ ______ _____ _______ _______ 
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D5 SHARE CAPITAL AND RESERVES (continued) 

 

D5.3 Reserves (continued) 

 

(c) Share-based payment reserve and share option reserve 

 Share-based payment reserve and share option reserve are the reserves accumulated for the cost 

of the share bonus plans and the share option schemes for the purpose of providing incentives 

and rewards to eligible participants.  

 

(d) Capital redemption reserve 

 Capital redemption reserve is the reserve resulting from the repurchase of the Company’s own 

shares. 

 

(e) Cash flow hedging reserve 

 Cash flow hedging reserve records the effective portion of the fair value gains/losses of derivative 

financial instruments used in cash flow hedges. 

 

(f) Long term investment revaluation reserve 

 Long term investment revaluation reserve relates to the mark-to-market valuation of available-

for-sale long term equity investments. 

 

D6 CONTINGENT LIABILITIES ASSOCIATED WITH FINANCING ACTIVITIES 

 

D6.1 Significant accounting policies 

 

 The preparation of the Group’s consolidated financial statements requires management to make 

judgements, estimates and assumptions that affect the disclosure of contingent liabilities. Uncertainty 

about these assumptions and estimates could result in outcomes that require a material adjustment to 

the carrying amount of assets or liabilities affected in future periods.  As part of the Group’s ordinary 

course of business, the Company issues letters of credit or issues bank guarantees accepting 

responsibility for the Company subsidiaries’ contractual obligations. 

 

D6.2 Details of contingent liabilities – bank guarantees 

 

 Group 

 At 31 December 2017, the Group did not have contingent liabilities in respect of guarantees given to 

the banks and financial institutions for banking facilities granted (2016: Nil). 

 

 Company 

   2017 2016 

   US$'000 US$'000 

 Guarantees given to the banks and financial institutions 

     for banking facilities granted to subsidiaries and CAL* 5,580,075 11,594,294 

 Utilised facilities  1,127,603 3,404,613 

 

 Guarantees given to trade counterparties  5,729,855 12,087,222 

 Utilised facilities  219,824 1,470,909    _________ __________    _________ __________ 

 * For guarantees given to CAL, see note C8.2. 
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D7 DIVIDENDS PAID AND PROPOSED  

 

D7.1 Significant accounting policies 

 

 Dividends declared after the reporting period but before the financial statements are authorised for 

issue are not recognised as a liability in the statement of financial position. 

 

D7.2 Details of dividends paid and proposed 

 

 No dividend was declared for the year ended 31 December 2017. 

 

 

D8 LIQUIDITY, INTEREST RATE AND FOREIGN CURRENCY RISK MANAGEMENT 

 

 The following analysis did not consider the impact from assets in subsidiaries classified as held for 

sale and non-current assets classified as held for sale. 

 

D8.1 Liquidity risk 

 

 Liquidity risk is the risk that the Group may be unable to meet its short term financial demands or 

obligations when due. The Group’s approach to managing liquidity risk has historically been to ensure 

it has sufficient unrestricted cash and cash equivalents, plus available committed banking facilities 

on hand to meet anticipated and potential financing needs.  However, liquidity was significantly 

constrained in 2017 and the Group was unable to procure such committed banking facilities to shore 

up liquidity headroom. 

 

 We have been able to tightly manage our day to day liquidity risk in this constrained environment 

with existing liquidity sources and proceeds generated from the monetisation and wind down of 

certain assets and businesses.  
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D8 LIQUIDITY, INTEREST RATE AND FOREIGN CURRENCY RISK MANAGEMENT 

(continued) 

 

D8.1 Liquidity risk (continued) 

 

 The table below summarises the maturity profile of the Group's financial liabilities at 31 December  

based on contractual undiscounted payments. 
 

       Fair value  

       loss on  Guarantees 

        commodity given in 

      Other and other connection 

      payables derivative with 

  Bank Senior Total Trade and accrued financial facilities 

  debts notes debts payables liabilities instruments granted Total 

  US$'000 US$'000 US$'000 US$'000 US$'000  US$'000 US$’000 US$’000 

 Group 

 

 2017 

 On demand and < 3 months 32,017 458,403 490,420 340,995 544,046 98,152 - 1,473,613 

 3 - 12 months 1,157,569 72,534 1,230,103 30,903 26,720 40,798 - 1,328,524 

 1 - 2 years 20,493 145,067 165,560 - - 11,032 - 176,592 

 2 - 5 years 31,539 2,130,703 2,162,242 - - 8,830 - 2,171,072 

 > 5 years 46,093 - 46,093 - - 1,602 - 47,695   ________ ________ _________ _________ _________ _________ ________ _________ 

 Total 1,287,711 2,806,707 4,094,418 371,898 570,766 160,414 - 5,197,496   ________ ________ _________ _________ _________ _________ ________ _________   ________ ________ _________ _________ _________ _________ ________ _________ 

 2016 

 On demand and < 3 months 525,473 46,590 572,063 2,338,201 576,191 594,353 - 4,080,808 

 3 - 12 months 767,952 46,590 814,542 166,229 70,678 273,872 - 1,325,321 

 1 - 2 years 1,154,641 465,311 1,619,952 - - 125,765 - 1,745,717 

 2 - 5 years 39,286 1,296,083 1,335,369 - - 4,805 - 1,340,174 

 > 5 years 192 - 192 - - 5,303 - 5,495   ________ ________ _________ _________ _________ _________ ________ _________ 

 Total 2,487,544 1,854,574 4,342,118 2,504,430  646,869 1,004,098 - 8,497,515   ________ ________ _________ _________ _________ _________ ________ _________   ________ ________ _________ _________ _________ _________ ________ _________ 

 

 Company 

 2017 

 On demand and < 3 months 12,654 458,403 471,057 - 272,761 - 1,347,427 2,091,245 

 3 - 12 months 1,140,747 72,534 1,213,281 - - - - 1,213,281 

 1 - 2 years - 145,067 145,067 - - - - 145,067 

 2 - 5 years - 2,130,703 2,130,703 - - 1,190 - 2,131,893 

 > 5 years - - - - - 1,601 - 1,601   ________ ________ _________ _________ _________ _________ ________ _________ 

 Total 1,153,401 2,806,707 3,960,108 - 272,761 2,791 1,347,427 5,583,087   ________ ________ _________ _________ _________ _________ ________ _________   ________ ________ _________ _________ _________ _________ ________ _________ 

 2016 

 On demand and < 3 months 27,888 46,590 74,478 - 182,864 11 4,875,522 5,132,875 

 3 - 12 months 756,382 46,590 802,972 - - 82 - 803,054 

 1 - 2 years 1,137,753 465,311 1,603,064 - - - - 1,603,064 

 2 - 5 years - 1,296,083 1,296,083 - - 2,232 - 1,298,315 

 > 5 years - - - - - 2,323 - 2,323   ________ ________ _________ _________ _________ _________ ________ _________ 

 Total 1,922,023 1,854,574 3,776,597 - 182,864 4,648 4,875,522 8,839,631   ________ ________ _________ _________ _________ _________ ________ _________   ________ ________ _________ _________ _________ _________ ________ _________ 
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D8 LIQUIDITY, INTEREST RATE AND FOREIGN CURRENCY RISK MANAGEMENT 

(continued) 

 

D8.2 Interest rate risk 

 

 The Group's non-trading interest rate risk arises from interest-bearing cash and cash equivalents (see 

note D2.2), long term loans (see note C5.4), bank debts (see note D3.2) and senior notes (see note 

D3.3) of which the maturity profiles as at 31 December 2017 and 2016 are disclosed.  The Group 

manages its exposure to interest rate risk by using a combination of fixed and floating rate debts as 

well as interest rate swaps in consideration of the Group's overall interest rate exposure as well as the 

current and forecast interest rate environment. The Group’s interest rate risk is affected by variable 

interest rate instruments. 

 

D8.3 Foreign currency risk 

 

 The Group is exposed to foreign currency risk from its operating, investing and financing activities. 

Foreign exchange management is overseen by the Group’s treasury departments in Hong Kong as 

well as some of the Group’s regional offices, which are all subject to the Group’s foreign exchange 

policies. As stated above, the vast majority of the Group’s trading activities are denominated in US 

Dollar (“USD”), which represents the functional currency for the majority of the business operations 

of the Group. Other major foreign currencies in which the Group’s operating activities are 

denominated are Australian Dollar (“AUD”), Chinese Yuan (“CNY”), Euro (“EUR”), British Pounds 

(“GBP”) and Indonesian Rupiah (“IDR”). The Group has a policy of reducing its foreign currency 

risk from its trading activities. 

 

 The Group publishes its consolidated financial statements in USD and, as a result, it is also subject to 

foreign currency exchange translation risk in respect of the results and underlying net assets of its 

foreign operations whose functional currency is not USD. Net investments in foreign countries are 

long term investments. Their fair value changes through movements in currency exchange rates. In 

the very long term, however, the difference in the inflation rate correlates to the currency exchange 

rate movements, so that the market value of the foreign non-monetary assets will compensate for the 

change due to currency movements. For this reason, the Group only hedges the net investments in 

foreign subsidiaries in exceptional circumstances.  
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D8 LIQUIDITY, INTEREST RATE AND FOREIGN CURRENCY RISK MANAGEMENT 

(continued) 

 

D8.3 Foreign currency risk (continued) 

 

 A 0.5% strengthening of the currencies in the table below against the USD at 31 December 2017 

would have increased/(decreased) profit before tax and equity by the amounts shown below. The 

analysis assumes that all other variables remain constant.  

 

  Profit before tax Equity 

  Increase Increase/(decrease) 

  2017 2016 2017 2016 

  US$'000 US$'000 US$'000 US$'000 

 

 AUD 297 91 (1,008) (1,741) 

 CNY 268 242 451 378 

 EUR 965 733 (829) (715) 

 GBP 99 97 - - 

 IDR 107 59 18 117   _________ ________ _________ _________   _________ ________ _________ _________ 

 

 

D9 NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS – CASH FLOWS USED IN 

FINANCING ACTIVITIES 

 

  Notes 2017 2016 

   US$'000 US$'000 

 

 Interest paid on financing activities  (233,774) (205,226) 

 Bank debts – additions  1,623,745 2,063,528 

                    – repayments  (2,535,891) (3,549,986) 

 Redemption of senior notes  - (379,306) 

 Net proceeds from rights issue D5.3 - 496,455 

 Net proceeds from issuance of senior notes  736,020 - 

 Dividend paid for capital securities D5.3 - (24,000)    _________ _________ 

 

   (409,900) (1,598,535)    _________ _________    _________ _________ 
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D10 CHANGES IN LIABILITIES ARISING FROM FINANCING ACTIVITIES 

 
    Current Non-current Current Non-current Dividend  

    bank debts bank debts senior notes senior notes payable Total 

    US$'000 US$'000 US$'000  US$'000 US$’000 US$’000 

 

 At 1 January 2016   2,127,814 1,846,189 360,241 1,586,911 702 5,921,857 

 Cash 

 Redemption of senior notes   - - (360,241) (19,065) - (379,306) 

 Addition/(repayment) of bank debts   (834,388) (652,070) - - - (1,486,458) 

 Dividend paid for capital securities   - - - - (24,000) (24,000) 

 

 Non-cash 

 Senior notes amortization   - - - 777 - 777 

 Gain on redemption of senior notes   - - - (13,315) - (13,315) 

 Bank debts classified as held for sale   (1) - - - - (1) 

 Dividend accrued for capital securities   - - - - 24,000 24,000 

 Others   - - - 1 (5) (4)     _________ _________ _________ _________ ________ _________ 

 At 31 December 2016 and at 1 January 2017  1,293,425 1,194,119 - 1,555,309 697 4,043,550 

 Cash 

 Net proceeds from issuance of senior notes  - - - 736,020 - 736,020 

 Addition/(repayment) of bank debts   245,599 (1,157,745) - - - (912,146) 

 

 Non-cash 

 Reclassification from non-current to current  - - 378,130 (378,130) - - 

 Senior notes amortization   - - 685 2,321 - 3,006 

 Bank debts classified as held for sale   (353,983) - - - - (353,983) 

 Bank debts from acquisition of subsidiaries  4,545 61,751 - - - 66,296 

 Dividend accrued for capital securities   - - - - 24,388 24,388     _________ _________ _________ _________ ________ _________ 

 At 31 December 2017   1,189,586 98,125 378,815 1,915,520 25,085 3,607,131     _________ _________ _________ _________ ________ _________     _________ _________ _________ _________ ________ _________ 
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E1 SUBSIDIARIES  

 

E1.1 Significant accounting policies 

 

 A subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the 

Company. Control is achieved when the Group is exposed, or has rights, to variable returns from its 

involvement with the investee and has the ability to affect those returns through its power over the 

investee (i.e. existing rights that give the Group the current ability to direct the relevant activities of 

the investee). 

 

 When the Company has, directly or indirectly, less than a majority of the voting or similar rights of 

an investee, the Group considers all relevant facts and circumstances in assessing whether it has power 

over an investee, including: 

 

 (a) any contractual arrangement with the other vote holders of the investee; 

 (b) rights arising from other contractual arrangements; and 

 (c) the Group’s voting rights and potential voting rights. 

 

 Please refer to note C7 for the details of acquisition and disposal of subsidiaries. 

 

E1.2 Investment in subsidiaries 

   2017 2016 

   US$'000 US$'000 

 Company 

 

 Unlisted shares, at cost  436,114 757,578 

 Long term receivable from subsidiaries, net of provision   800,761 2,543,729    _________ _________ 

   1,236,875 3,301,307 

 Current receivables from subsidiaries, net of provision   2,177,737 4,174,522 

 Due to subsidiaries  (797,503) (424,851)    _________ _________ 

   2,617,109 7,050,978    _________ _________    _________ _________ 

 

 Amounts due from subsidiaries of US$383,842,000 (2016: US$3,764,961,000) are unsecured, bear 

interest at rates determined by the Group's treasury department based on prevailing market interest 

rates and have no fixed terms of repayment except for long term receivables from subsidiaries of 

US$800,761,000 (2016: US$2,543,729,000) which is not repayable within one year. Other amounts 

due from subsidiaries are unsecured, interest-free and have no fixed terms of repayment.   

 

 Amounts due to subsidiaries of US$646,743,000 (2016: US$406,982,000) bear interest at rates 

determined by the Group's treasury department as mentioned above. Other amounts due to 

subsidiaries are unsecured, interest-free and have no fixed terms of repayment. 
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SECTION E: GROUP STRUCTURE AND MANAGEMENT REMUNERATION 
 

E1 SUBSIDIARIES (continued) 

 

E1.3 List of principal subsidiaries 

 
  Place of 
  incorporation/ Nominal value of 
 Name registration issued share capital Principal activities 
 
 General Alumina Jamaica LLC** United States  Membership interest: 100% Investment holding  
    of America  for bauxite mining 
     and alumina refining 
 
 Noble Americas Corp. ** United States US$8 Supply of industrial 
   of America  and energy products 
 
 Noble Chartering Inc. ** British Virgin Islands US$50,000 Ship chartering 
 
 Noble Chartering Limited # Hong Kong HK$2 Ship chartering 
 
 Noble Netherlands B.V.* Netherlands EUR151,586,900 Investment holding 
 
 Noble Petro Inc. ** United States US$1,000 Supply of 
   of America  energy products 
  
 Noble Resources International  Australia A$1     Supply of industrial 
  Australia Pty Ltd #       and energy products 
 
 Noble Resources International  Singapore Ordinary S$88,136,500 Supply of industrial 
  Pte. Ltd #  Preference US$300,000,000 and energy products  
 
 Noble Resources Limited # Hong Kong HK$77,600,000 Supply of 
     industrial products 
 
 Noble Resources (Shanghai) PRC US$110,610,000 Supply of industrial 
  Company Limited #   and energy products  
 
 Noble Resources UK Limited # United Kingdom GBP50,001 Supply of industrial 
     and energy products 
 
 San Juan Fuels, LLC** United States Membership Interest:100% Refined coal 
   of America  processing facilities 
 
 Stamports UK Limited # United Kingdom GBP1 Provision of shipping 
     services 
 # Statutory auditors – Ernst & Young 
 * Statutory auditors – PKF Wallast 

 ** No statutory audit requirement 
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E1 SUBSIDIARIES (continued) 

 

E1.3 List of principal subsidiaries (continued) 

 

 The Company held a 100% interest in all the above subsidiaries as at 31 December 2017.  

 

 All the above subsidiaries are indirectly held by the Company.  The above list of principal subsidiaries 

of the Company, in the opinion of the Directors, principally affected the results for the year or formed 

a substantial portion of the net assets of the Group.  To give details of other subsidiaries would, in the 

opinion of the Directors, result in particulars of excessive length. 

 

 The Group's Board and Audit Committee are satisfied that the appointment of different auditors for 

its subsidiaries would not compromise the standard and effectiveness of the audit of the Group. 

 

 The Company has complied with Rules 712 and 716 of the Listing Manual.  
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E2 SUBSIDIARIES CLASSIFIED AS HELD FOR SALE  

 

(i) Palm 

 As part of the disposal of CAL Group in 2014, the Group retained the palm business in exchange for 

a promissory note of US$64,449,000 issued to CAL Group. The promissory note carries a contingent 

value right, under which the Group shall remit to the CAL Group, the proceeds of the sale of palm 

business, less any taxes, expenses and other costs of sale, received by the Group from a third party, 

and the CAL Group shall return the promissory note. As at 31 December 2017, the Group is in 

discussion with potential buyers on the sale of the palm business. Based on the potential value, the 

Group assessed the value of promissory note to be zero.   

 

 The major classes of assets and liabilities for the business held for sale as at 31 December 2017 and 

2016 are stated at the lower of cost and recoverable amount and were as follows: 

 
   2017 2016 

   US$'000 US$'000 

 Group 

 Assets 

 Property, plant and equipment   62,027 197,034  

 Intangible assets  9,461 9,461 

 Agricultural assets   368 349 

 Cash and cash equivalents  799 540 

 Prepayments, deposits and other receivables  18,805 17,092 

 Inventories  2,675 3,781    ________ ________ 

 

 Assets in subsidiaries classified as held for sale  94,135 228,257    ________ ________ 

 

 Liabilities 

 Trade and other payables and accrued liabilities  (10,735) (7,949) 

 Deferred tax liabilities  (2,686) (1,956)    ________ ________ 

 Liabilities in subsidiaries classified as held for sale  (13,421) (9,905)    ________ ________ 

 

 Net assets associated with subsidiaries classified as held for sale 80,714 218,352    ________ ________    ________ ________ 

 

 Liabilities related to held for sale  - (64,449)    ________ ________    ________ ________ 

 

 Included in other comprehensive income 

 Exchange fluctuation reserve  570 570 

 Acquisition of non-controlling interests  5,039 5,039    ________ ________ 

 Reserves in subsidiaries classified as held for sale  5,609 5,609    ________ ________    ________ ________ 

 

 Non-controlling interests attributable to subsidiaries classified 

      as held for sale  1,970 2,411    ________ ________    ________ ________ 

 

 An impairment loss of US$80,000,000 were made during the year. 
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E2 SUBSIDIARIES CLASSIFIED AS HELD FOR SALE (continued) 

 

(ii) NAC 

 On 23 October 2017, the Group announced it had entered into a purchase agreement with Vitol US 

Holding Co. and Euromin Inc. in connection with the proposed sale of all of the issued and 

outstanding capital stock (the "Sale Shares") of NAC. 

 

 Consideration for the Proposed Disposal comprises: i) base consideration; ii) plus net working capital 

of NAC and its subsidiaries on the day immediately preceding the closing date; and iii) minus any 

indebtedness of NAC and its subsidiaries on the day immediately preceding the closing date. 

 

 The disposal was completed on 12 January 2018 (see Section A9). 

 

 The major classes of assets and liabilities for the business held for sale as at 31 December 2017 are 

stated at the lower of cost and recoverable amount and were as follows: 

 
    2017 

    US$'000 

 Group 

 Assets 

 Property, plant and equipment    125,939 

 Long term equity investments   10,779 

 Cash and cash equivalents   146,032 

 Trade receivables*   342,349 

 Prepayments, deposits and other receivables   66,772 

 Fair value gains on commodity and other derivative financial instruments  164,709 

 Inventories#   427,112 

 Tax recoverable   5,567     ________ 

 Assets in subsidiaries classified as held for sale   1,289,259     ________ 

 

 Liabilities 

 Trade and other payables and accrued liabilities   (305,441) 

 Fair value losses on commodity and other derivative financial instruments  (224,759) 

 Current portion of bank debts   (353,983)     ________ 

 Liabilities in subsidiaries classified as held for sale   (884,183)     ________ 

 

 Net assets associated with subsidiaries classified as held for sale  405,076     ________     ________ 

 

 *  Trade receivables of US$200,937,000 were pledged to banks for borrowing base facilities of 

US$1,100,000,000. 

 

 #  Inventories of US$362,062,000 were pledged to banks for borrowing base facilities of US$1,100,000,000. 

  

(iii) The Group has signed a term sheet in September 2017, for the sale of Territory Resources Limited 

at book value of its assets.  
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E3 RELATED PARTY TRANSACTIONS 

 

E3.1 Significant accounting policies 

 

 A related party is defined as follows: 

 (a) A person or a close member of that person’s family is related to the Group if that person: 

  (i) Has control or joint control over the Group; 

  (ii) Has significant influence over the Group; or 

  (iii) Is a member of the key management personnel of the Group or of a parent of the Group. 

 

 (b) An entity is related to the Group if any of the following conditions apply: 

  (i) The entity and the Group are members of the same group (which means that each parent, 

subsidiary and fellow subsidiary is related to the others); 

  (ii) One entity is an associate or a joint venture of the other entity (or an associate or a joint 

venture of a member of a group of which the other entity is a member); 

  (iii) Both entities are joint ventures of the same third party; 

  (iv) One entity is a joint venture of a third entity and the other entity is an associate of the 

third entity; 

  (v) The entity is a post-employment benefit plan for the benefit of employees of either the 

Group or an entity related to the Group.  If the Company is itself such a plan, the 

sponsoring employers are also related to the Group; 

  (vi) The entity is controlled or jointly controlled by a person identified in (a); 

  (vii) A person identified in (a)(i) has significant influence over the entity or is a member of 

the key management personnel of the entity (or of a parent of the entity); and 

  (viii) The entity, or any member of a group of which it is a part, provides key management 

personnel services to the Group or to the parent of the Group.  

 

E3.2 Details of related party transactions  

 

 In the normal course of business, the Group enters into various arm’s length transactions with related 

parties. The following are the significant transactions between the Group and related parties which 

took place during the financial year. 

 

(a) Name and relationship 

 

 Name of the key related parties Relationship with the Group 

 CAL Group Associate of the Group (ceased to be associate in March 2016) 

 Yancoal Associate of the Group (ceased to be associate in August 2017) 

 Atlas Associate of the Group  

  (ceased to be associate in December 2017) 

 Baralaba Associate of the Group 

 K Noble Hong Kong Limited Joint venture of the Group 

 PT BSM Joint venture of the Group 

 Panacore Joint venture of the Group (See Section C7.2) 

 Tailai Shanghai Joint venture of the Group (See Section C7.2) 

 YN Energy Pty Ltd Joint venture of the Group 

 Nice Venture Limited Joint venture of the Group 

 Acme Venture Limited Joint venture of the Group 
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E3 RELATED PARTY TRANSACTIONS (continued) 

 

E3.2 Details of related party transactions (continued) 

 

(b) Related party transactions 
    Group  Company 

    Notes 2017 2016 2017 2016 

    US$'000 US$'000 US$'000 US$'000 

 

  Sales to: (i) 

      CAL Group  - 26,021 - - 

      K Noble Hong Kong Limited  - 1,962 - - 

      Tailai Shanghai  7,606 59,013 - - 

      YN Energy Pty Ltd  16,972 1,920 - - 

  Purchase from: (i) 

      CAL Group  - 15,549 - - 

      Yancoal   60 22,957 - - 

      Atlas   339 1,007 - - 

      K Noble Hong Kong Limited  2,931 4,696 - - 

      PT BSM  1,347 6,191 - - 

      YN Energy Pty Ltd  58,271 12,362 - - 

      Panacore  9,463 4,923 - - 

      Nice Venture Limited  5,593 - - - 

      Acme Venture Limited  3,792 - - - 

  Management fee income from (i) 

       K Noble Hong Kong Limited  360 271 - - 

  Marketing fee income from (ii) 

  Baralaba  - 471 - - 

  Overhead charged by CAL Group (iii) - 75 - 75 

  Finance costs charged to subsidiaries (iv) - - 27,087 18,528 

  Finance income received from subsidiaries (iv) - - 189,642 173,158 

  Guarantee fee reimbursed 

  from subsidiaries  (v) - - 2,740 34,491    _________ _________ _________ _________    _________ _________ _________ _________ 

 

(i) The Directors considered that the sales, purchases and management and marketing fee 

income were made according to prices and conditions similar to those offered to other 

vendors and customers of the associates. 

(ii) The Directors considered that the marketing fees and conditions were similar to those 

offered to other customers. The fees are based on a percentage of sales revenue to the 

ultimate customers. 

(iii) Overhead charge was based on actual payments incurred by the CAL Group and reimbursed 

by the Group. 

(iv) Current accounts with subsidiaries are unsecured, bear interest at rates determined by the 

Group’s treasury department based on prevailing market interest rates and have no fixed 

terms of repayment. 

(v) Guarantee fee was recharged based on the utilisation rate of credit over the Group’s 

borrowings. 
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SECTION E: GROUP STRUCTURE AND MANAGEMENT REMUNERATION 

 

E3 RELATED PARTY TRANSACTIONS (continued) 

 

E3.2 Details of related party transactions (continued) 

 

(b) Related party transactions (continued) 

 

(vi) During the year ended 31 December 2016, the Group had a loan of US$5,000,000 and a 

temporary advance of US$8,200,000 to two key management personnel. The temporary 

advance was interest free and was repaid within one week. The loan bore interest at 0.43% 

per annum and was due to be repaid in installments in 2017 and 2018. During the year ended 

31 December 2017, the loan was forgiven. 

 

(c) Details of the Group's balances with joint ventures and associates as at the end of the reporting 

period are included in notes C4.3 and C4.5 to the financial statements respectively.  

 

(d) Details of the key management personnel's remuneration are included in note E4 to the financial 

statements. 

 

  



NOBLE GROUP LIMITED 

 

NOTES TO FINANCIAL STATEMENTS 

 

31 December 2017 

 

150 

SECTION E: GROUP STRUCTURE AND MANAGEMENT REMUNERATION 

 

E4 DIRECTORS' AND KEY MANAGEMENT PERSONNELS’ REMUNERATION  

 

 The Company recognises the importance of an independent Remuneration & Options Committee 

which is made up of 4 Directors, chaired by an Independent Non-executive director and including the 

Chairman and Chairman Emeritus. All of whom have a depth of knowledge and experience necessary 

to govern the balance of a competitive compensation environment and progressive policies with are 

aligned to the long-term strategic objectives of the business and risk policies of the Group.  The 

Remuneration & Options Committee therefore plays an important role in helping to ensure that the 

Company is able to attract, motivate and retain the right talent to drive the Group’s business forward.   

 

 Section 3, page 12 of the financial statements fully describes the membership and terms of reference 

for the Remuneration & Options Committee.  The principles for Remuneration & Compensation are 

regularly reviewed by the Committee and are based on the following components  – competitive fixed 

salary; discretionary bonus award; and long term incentive plans. 

 

 Key management personnel who were the Executive Directors of the Group, were Richard Elman, 

Paul Brough, William Randall and Jeffrey Frase, whose remuneration, including exit, redundancy 

and other costs together with the fees paid to Non-Executive Directors, is set out below: 

 

   2017 2016 

   US$'000 US$'000 

 

 Continuing operations 

 Directors’ fees  517 853 

 Other emoluments  12,286 11,773 

 Share-based payment expense  2,752 3,046    _______ _______ 

   15,555 15,672    _______ _______    _______ _______ 

   

 Discontinued operations  

 Other emoluments  16,732 339 

 Share-based payment expense  3,457 1,813    _______ _______ 

   20,189 2,152    _______ _______    _______ _______ 

  

 During the year ended 31 December 2017, 3,464,889 shares (2016: 1,852,820 shares) and no options 

(2016: 29,655,174) were issued to certain Directors of the Company (shares and options adjusted for 

rights issue and share consolidation). The fair value of the shares and options issued based on the then 

prevailing quoted market price at the respective grant dates, was charged as employee benefit 

expenses in the income statement pro-rata over the vesting period. 
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SECTION E: GROUP STRUCTURE AND MANAGEMENT REMUNERATION 
 

E5 PERFORMANCE SHARE PLAN, RESTRICTED SHARE PLAN AND SHARE OPTION 

SCHEMES 

 

E5.1 Significant accounting policies 

 

 The Group operates performance share plan, restricted share plan and share option schemes for the 

purpose of providing incentives and rewards to eligible participants, including the Group’s Directors, 

who contribute to the success of the Group operations. 

 

 Employees (including Directors and senior executives) of the Group and other parties receive 

remuneration in the form of share-based payment transactions, whereby employees and other parties 

rendered services in consideration for equity instruments (“equity-settled transactions”). 

 

 The cost of equity-settled transactions with employees is measured by reference to the fair value at 

the date at which they are granted. For granting of equity instruments, the goods or services received, 

and the corresponding increase in equity, are measured with reference to the fair value of the equity 

instruments granted at the date of grant.  For granting of share options, the fair value is determined 

by using a binomial option pricing model.  In valuing equity-settled transactions, no account is taken 

of any performance conditions, other than conditions linked to the price of the shares of the Company, 

if applicable. 

 

 The cost of equity-settled transactions is recognised, over the period in which the performance and/or 

service conditions are fulfilled, ending on the date on which the relevant employees become fully 

entitled to the award (the “vesting date”).  The cumulative expense recognised for equity-settled 

transactions at the end of each reporting period until the vesting date reflects the extent to which the 

vesting period has expired and the Group’s best estimate of the number of equity instruments that 

will ultimately vest.  The income statement charge or credit for a period represents the movement in 

cumulative expense recognised as at the beginning and end of that period. 

 

 An expense is recognised for any modification, which increases the total fair value of the share-based 

payment arrangement, or is otherwise beneficial to the employee as measured at the date of 

modification. 

 

 Upon the exercise of the share options, the resulting shares issued are recorded by the Company as 

additional share capital at the nominal value of the shares, and the excess of the exercise price per 

share over the nominal value of the shares is recorded by the Company in the share premium account.   

 

 Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, 

and any expense not yet recognised for the award is recognised immediately.  However, if a new 

award is substituted for the cancelled award, and designated as a replacement award on the date that 

it is granted, the cancelled and new awards are treated as if they are a modification of the original 

award, as described above. 

 

 The relevant cost of the share bonus and share option awards to the Group’s employees is recorded 

as an expense in the Group’s income statement. 
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SECTION E: GROUP STRUCTURE AND MANAGEMENT REMUNERATION 
 

E5 PERFORMANCE SHARE PLAN, RESTRICTED SHARE PLAN AND SHARE OPTION 

SCHEMES (continued) 

 

E5.2 Details of performance share plan, restricted share plan and share option schemes 

 

 (a) The principal rules of the Noble Group Performance Share Plan ("PSP"), Restricted Share Plan 

(“RSP”) and Share Option Schemes are as follows: 
 2004 Share Option Scheme 2014 Share Option Scheme PSP RSP 

Established on 17 January 2005 7 July 2014 27 April 2009 7 July 2014 

Eligible 

members 

Save for controlling shareholders and their associates (as defined under the Listing Manual of the SGX-ST), 

eligible employees and Executive and Non-Executive Directors of (a) the Company; (b) its subsidiaries; (c) 
associates, which is not applicable to PSP. 

Exercise price Market Price Options - The 

average of the last dealt prices 
of the Company's shares for 

the three consecutive trading 

days immediately preceding 
the offer date of the options. 

Incentive Options - a 

maximum discount not 
exceeding 20% of such price 

applicable to Market Price 

Options. 

The volume-weighted 

average price of the 
Company's shares on the 

SGX-ST for the three 

consecutive trading days 
immediately preceding the 

offer date of the options. 

 

Not applicable. Not applicable. 

Maximum 

number 

Aggregated with the aggregate number of shares over which options or awards are granted under any share option 

or share incentive schemes of the Company, shall not exceed 15% of the total number of issued shares (excluding 

treasury shares) from time to time. 

Duration 10 years from the date of its adoption 

Vesting 

condition 

Minimum vesting period of 

one year for Market Price 

Options and two years for 
Incentive Options.   

Minimum vesting period of 

one year. 

A specified period as prescribed by the 

Remuneration and Options Committee. 

Cash settlement  Not applicable At the discretion of 

the Remuneration 

and Options 
Committee. 

Governance The schemes are managed by Members of the Remuneration and Options Committee which comprise Messrs. 

Christopher Dale Pratt (Chairman), Richard Samuel Elman and Paul Jeremy Brough. 

 

 (b) A summary of the above share option schemes is as follows: 
       Weighted 
        Number of share options   average price 
   2004 Scheme 2014 Scheme Total US cents 
 
  At 1 January 2016  298,255,726 25,182,567 323,438,293 92.45 
  Granted at market price  - 191,150,000 191,150,000 31.84 
  Forfeited  (143,408,602) (25,901,685) (169,310,287) 83.68 
  Adjusted due to rights issue  127,339,243 98,929,661 226,268,904 81.11    ___________ __________ ___________ 

  At 31 December 2016 
      and 1 January 2017  282,186,367 289,360,543 571,546,910 43.76 
  Forfeited  (36,660,304) (46,923,749) (83,584,053) 77.28 
  Adjusted due to share consolidation 
      (see Section D5.2)   (228,915,381) (224,145,726) (453,061,107) 83.87    ___________ __________ ___________ 

  At 31 December 2017  16,610,682 18,291,068 34,901,750 464.39*    ___________ __________ ___________ ___________     ___________ __________ ___________ ___________ 

 

  The weighted average remaining contractual life for the share options outstanding as at 31 

December 2017 was 6 years (2016: 7 years).  The range of exercise prices for share options 

outstanding as at 31 December 2017 was US$2.17* to US$11.74* (2016: US$0.2004 to US$1.09). 

 

  No share option was granted during the year ended 31 December 2017. 

  * The numbers have taken into account the effect of share consolidation.  
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SECTION E: GROUP STRUCTURE AND MANAGEMENT REMUNERATION 
 

E5 PERFORMANCE SHARE PLAN, RESTRICTED SHARE PLAN AND SHARE OPTION 

SCHEMES (continued) 

 

E5.2 Details of performance share plan, restricted share plan and share option schemes (continued) 

 

 (c) Details of PSP granted to Directors are as follows: 

 
   Share awards   Aggregate 

   granted during Aggregate number of awards since number of awards 

   the year ended commencement of PSP outstanding as 

   31 December  to 31 December 2017 at 31 December     _______________________  
  Name of participants 2017 Granted Forfeited 2017      __________ ________ ____________ __________ 
  David Gordon Eldon - 150,000 150,000 - 

  Robert Tze Leung Chan - 100,000 100,000 - 

     (retired on 28 April 2017)  

  Iain Ferguson Bruce - 100,000 100,000 - 

     (resigned on 11 May 2017)       __________ ________ ____________ __________      __________ ________ ____________ __________ 

 
 (d) A summary of the RSP is as follows: 
    Number of  Weighted 
    share units average price 
     US cents 
 
  At 1 January 2016  111,698,617 28.33 

  Granted during 2016  26,892,470 30.87 

  Vested  (47,364,785) 38.13 

  Forfeited  (16,616,558) 40.52 

  Adjusted due to rights issue  56,454,352 -    __________ 

  At 31 December 2016 and 1 January 2017  131,064,096 41.15 

  Granted during 2017  144,569,014 13.56 

  Vested  (79,109,086) 94.99 

  Forfeited  (37,261,739) 25.94 

  Adjusted due to share consolidation  (155,561,621)    __________ 

  At 31 December 2017  3,700,664 292.27    __________     __________  

 

  Details of RSP granted to Directors are as follows: 

 
   Share awards   Aggregate 

   granted during Aggregate number of awards since number of awards 

   the year ended commencement of RSP outstanding as 

   31 December  to 31 December 2017 at 31 December     _______________________  
  Name of participants 2017 Granted Vested/forfeited 2017      __________ ________ ____________ __________ 
  William James Randall 995,234 2,848,054 (1,852,820) 995,234 

  Jeffrey Scott Frase (1) 2,469,655 6,873,729 (1,453,344) 5,420,385      __________ ________ ____________ __________      __________ ________ ____________ __________ 

 
  * The above have been adjusted for rights issue and share consolidation (see Section D5.2) since share awards were 

granted. 

 

  (1) Resigned on 13 November 2017. 
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SECTION E: GROUP STRUCTURE AND MANAGEMENT REMUNERATION 
 

E5 PERFORMANCE SHARE PLAN, RESTRICTED SHARE PLAN AND SHARE OPTION 

SCHEMES (continued) 

 

E5.2 Details of performance share plan, restricted share plan and share option schemes (continued) 

 

 (e) The weighted average fair value of share options granted during the year ended 31 December 

2016 was US$14.84 cents.  No share option was granted in 2017.  The fair value of equity-

settled share options granted is estimated as at the date of grant using a binomial model, taking 

into account the terms and conditions upon which the options were granted.  Inputs to the model 

used are as follows: 

 

    2016 

 

  Dividend yield (%)   15.03 

  Expected volatility (%)   63 

  Historical volatility (%)   63 

  Risk-free interest rate (%)   1.64 

  Expected life of option (years)   10 

  Weighted average share price (US$)   0.33      __________      __________ 

 

 (f) The expected life of the options is based on historical data and is not necessarily indicative of 

exercise patterns that may occur.  The expected volatility reflects management's best estimate of 

the Company's share price volatility to the time to maturity of the share option. 

 

 (g) No share options of the above schemes have been granted to any participants who are controlling 

shareholders of the Company or their associates.  Pursuant to Rule 852(1) of the Listing Manual 

of the SGX-ST, information required for participants of the schemes who are Directors during 

the financial year under review is as follows: 
 

   Share options  Aggregate 

   granted during Aggregate number of share options number of share 

   the year ended since the commencement of schemes options outstanding 

   31 December  to 31 December 2017 as at 31 December     _______________________  
  Name of participants 2017 Granted Exercised/lapsed 2017      __________ ________ ____________ __________ 
 

  Richard Samuel Elman - - - - 

  William James Randall - 9,097,758 (1,854,211) 7,243,547 

  Jeffrey Scott Frase (1) - 2,735,654 (2,735,654) - 

  Iain Ferguson Bruce (2) - 63,484 - 63,484 

  Robert Tze Leung Chan (3) - 63,484 - 63,484 

  David Gordon Eldon - 119,616 - 119,616 

  Irene Yun Lien Lee (2) - 36,764 - 36,764 

  Richard Paul Margolis (2) - 29,411 - 29,411      __________ __________  __________ __________      __________ __________  __________ __________ 

 
  * The above have been adjusted for any bonus issue, rights issue and share consolidation (see Section D5.2) since 

options were granted. 

 

  (1) Resigned on 13 November 2017. 

  (2) Resigned on 11 May 2017. 

  (3) Retired on 28 April 2017. 
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SECTION E: GROUP STRUCTURE AND MANAGEMENT REMUNERATION 
 

E5 PERFORMANCE SHARE PLAN, RESTRICTED SHARE PLAN AND SHARE OPTION 

SCHEMES (continued) 

 

E5.2 Details of performance share plan, restricted share plan and share option schemes (continued) 

 

 (h) There were no Directors and employees who received 5% or more of the total number of share 

options available under the scheme during the financial year under review. There were also no 

Directors who received awards under RSP or employees who received 5% or more of the total 

number of share awards available under RSP during the financial year under review.  

 

 (i) No share options were granted at a discount during the financial year under review. Rule 

852(1)(d) of the Listing Manual of the SGX-ST is not applicable to PSP and RSP as no exercise 

price is payable for shares awarded under PSP and RSP. 
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SECTION F: OTHER DISCLOSURES 
 

F1 COMPARATIVE AMOUNTS  

 

 Certain comparative amounts in the financial statements have been reclassified and restated to 

conform with the current year’s presentation, including: 

(i) Restated consolidated income statement as if the operation discontinued during the current year 

had been discontinued at the beginning of the comparative period.  

(ii) restated segment information in note A2 as some businesses are classified as discontinuing or to 

be discontinued. 

(iii) related earnings/(loss) per share in note A7 due to the effect resulted from the share consolidation 

in May 2017. 

 

 

F2 OTHER SIGNIFICANT ACCOUNTING POLICIES 

 

 Derecognition of financial assets and liabilities 

 Financial assets 

 A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial 

assets) is derecognised when: 

 

 the rights to receive cash flows from the asset have expired; or 

 the Group has transferred its rights to receive cash flows from the asset or has assumed an 

obligation to pay the received cash flows in full without material delay to a third party under a 

"pass-through" arrangement; and either (a) the Group has transferred substantially all the risks 

and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all 

the risks and rewards of the asset, but has transferred control of the asset. 

 

 Where the Group has transferred its rights to receive cash flows from an asset through a pass-through 

arrangement, it evaluates if and to what extent it has retained the risk and rewards of the ownership 

of the asset. When it has neither transferred nor retained substantially all the risks and rewards of the 

asset nor transferred control of the asset, the asset is recognised to the extent of the Group’s continuing 

involvement in the asset. In that case, the Group also recognises an associated liability. The 

transferred asset and the associated liability are measured on a basis that reflects the rights and 

obligations that the Group has retained. The Group applies this accounting policy to financing 

arrangements related to the Group’s trade receivables when the cost of these financing arrangements 

takes the form of discounts. 

 

 Financial liabilities 

 A financial liability is derecognised when the obligation under the liability is discharged, cancelled, 

or expired. Where an existing financial liability is replaced by another from the same lender on 

substantially different terms, or the terms of an existing liability are substantially modified, such an 

exchange or modification is treated as a derecognition of the original liability and the recognition of 

a new liability, and the difference between the respective carrying amounts is recognised in the 

income statement. 
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SECTION F: OTHER DISCLOSURES 
 

F2 OTHER SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

 Hedge accounting 

 The Group applies cash flow hedge accounting for certain derivative financial instruments that are 

used to hedge risks associated primarily with fluctuations of foreign currency, interest rate and 

commodity prices. At the inception of a hedge relationship, the Group formally designates and 

documents the hedge relationship for which the Group wishes to apply hedge accounting. The 

documentation includes identification of the hedging instrument, the hedged item or transaction, the 

nature of the risk being hedged and how the entity will assess the effectiveness of changes in the 

hedging instrument’s fair value in offsetting the exposure to changes in the hedged item’s fair value 

or cash flows attributable to the hedged risk. Such hedges are expected to be highly effective in 

achieving the task of offsetting changes in cash flows and are assessed on an ongoing basis to 

determine that they have been highly effective throughout the financial reporting periods for which 

they were designated. 

 

 For the purposes of hedge accounting, cash flow hedges refer to hedges against exposure to variability 

in cash flows that is either attributable to a particular risk associated with a recognised asset or 

liability, a firm commitment, or a forecast transaction. 

 

 In relation to cash flow hedges which meet the conditions for hedge accounting, the portion of the 

gain or loss on the hedging instrument that is determined to be an effective hedge is recognised 

directly in equity and the ineffective portion is recognised in the income statement. 

 

 When a hedged firm commitment results in the recognition of an asset or a liability, then, at the time 

the asset or liability is recognised, the associated gains or losses that had previously been recognised 

in equity are included in the initial measurement of the acquisition cost or the carrying amount of the 

asset or liability. 

 

 For all other cash flow hedges, the gains or losses that are recognised in equity are transferred to the 

income statement in the same period in which the hedged transaction affects the income statement. 

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or 

exercised, or no longer qualifies for hedge accounting. At that point in time, any cumulative gain or 

loss on the hedging instrument recognised in equity is kept in equity until the forecast transaction 

occurs. If a hedged transaction is no longer expected to occur, the net cumulative gain or loss 

recognised in equity is transferred to the income statement for the year. 
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SECTION F: OTHER DISCLOSURES 
 

F2 OTHER SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

 Foreign currencies 

 These financial statements are presented in United States dollar, which is the Company's functional 

and presentation currency.  Each entity in the Group determines its own functional currency and items 

included in the financial statements of each entity are measured using that functional currency. 

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional 

currency rates of exchange ruling at the end of the reporting period. All differences arising on 

settlement or translation of monetary items are taken to the income statement.  

 

 All differences arising on the settlement or translation of monetary items are taken to the income 

statement with the exception of monetary items that are designated as part of the hedge of the Group’s 

net investment of a foreign entity.  These are recognised in other comprehensive income until the net 

investment is disposed of, at which time the cumulative amount is reclassified to the income 

statement.  Tax charges and credits attributable to exchange differences on those monetary items are 

also recorded within equity.   

 

 Non-monetary items that are measured in terms of historical cost in a foreign currency are translated 

using the exchange rates as at the dates of the initial transactions.  Non-monetary items measured at 

fair value in a foreign currency are translated using the exchange rates at the date when the fair value 

was determined. The gain or loss arising on retranslation of a non-monetary item is treated in line 

with the recognition of the gain or loss on change in fair value of the item (i.e. translation differences 

on items whose fair value gain or loss is recognised in other comprehensive income or profit or loss 

is also recognised in other comprehensive income or profit or loss, respectively). 

 

 The functional currencies of certain overseas subsidiaries, joint ventures and associates are currencies 

other than the United States dollar.  As at the end of the reporting period, the assets and liabilities of 

these entities are translated into the presentation currency of the Company (the United States dollar) 

at the rate of exchange ruling at the end of the reporting period and their income statements are 

translated at the weighted average exchange rates for the year.   

 

 The exchange differences arising on the translation are taken directly to the exchange fluctuation 

reserve, which is a separate component of equity.  On disposal of a foreign operation, the component 

of other comprehensive income relating to that particular foreign operation is recognised in the 

consolidated income statement. 
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SECTION F: OTHER DISCLOSURES 
 

F2 OTHER SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

 Impairment of non-financial assets 

 Where an indication of impairment exists, or when annual impairment testing for an asset is required 

(other than inventories, deferred tax assets, financial assets and non-current assets held-for-sale), the 

asset's recoverable amount is estimated.  An asset's recoverable amount is the higher of the asset's or 

CGU's value in use and its fair value less costs to sell, and is determined for an individual asset, unless 

the asset does not generate cash inflows that are largely independent of those from other assets or 

groups of assets, in which case the recoverable amount is determined for the CGU to which the asset 

belongs. 

 

 An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable 

amount.  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, fair value less costs to sell and the risks specific to the asset.  An impairment loss is charged 

to the income statement in the period in which it arises in those expense categories consistent with 

the function of the impaired asset. 

 

 An assessment is made at the end of each reporting period as to whether there is any indication that 

previously recognised impairment losses may no longer exist or may have decreased.  If such an 

indication exists, the recoverable amount is estimated.  A previously recognised impairment loss of 

an asset, other than goodwill, is reversed only if there has been a change in the estimates used to 

determine the recoverable amount of that asset, but not to an amount higher than the carrying amount 

that would have been determined (net of any depreciation/amortisation) had no impairment loss been 

recognised for the asset in prior years.  A reversal of such an impairment loss is credited to the income 

statement in the period in which it arises, unless the asset is carried at a revalued amount, in which 

case the reversal of the impairment loss is accounted for in accordance with the relevant accounting 

policy for that revalued asset. 

 

 Impairment of financial assets 

 The Group assesses at the end of each reporting period whether there is any objective evidence that a 

financial asset or a group of financial assets is impaired. 

 

 Assets carried at amortised cost 

 If there is objective evidence that an impairment loss on loans and receivables carried at amortised 

cost has been incurred, the amount of the loss is measured as the difference between the asset’s 

carrying amount and the present value of estimated future cash flows (excluding future credit losses 

that have not been incurred) discounted at the financial asset’s original effective interest rate. The 

carrying amount of the asset shall be reduced either directly or through use of an allowance account. 

The amount of the loss shall be recognised in the income statement. 
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SECTION F: OTHER DISCLOSURES 
 

F2 OTHER SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

 Impairment of financial assets (continued) 

 Assets carried at amortised cost (continued) 

 If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 

objectively to an event occurring after the impairment was recognised, the previously recognised 

impairment loss is reversed by adjusting the allowance account.  Any subsequent reversal of an 

impairment loss is recognised in the income statement, to the extent that the carrying amount of the 

asset does not exceed its amortised cost at the reversal date. 

 

 In relation to loans and receivables, a provision for impairment is made when there is objective 

evidence (such as the probability of insolvency or significant financial difficulties of the debtor) that 

the Group will not be able to collect all of the amounts due under the original terms of an invoice.  

The carrying amount of the receivables is reduced through the use of an allowance account.  Impaired 

debts are derecognised when they are assessed as uncollectible. 

 

 Assets carried at cost 

 If there is objective evidence of an impairment loss on an unquoted equity instrument that is not 

carried at fair value because its fair value cannot be reliably measured, the amount of the loss is 

measured as the difference between the asset's carrying amount and the present value of estimated 

future cash flows discounted at the current market rate of return for a similar financial asset.  

Impairment losses on these assets are not reversed. 

 

 Sales tax 

 Revenue, expenses, assets and liabilities are recognised net of the amount of sales tax except: 

(a) where the sales tax incurred on a purchase of assets or services is not recoverable from the 

taxation authority, in which case the sales tax is recognised as part of the cost of acquisition of 

the asset or as part of the expense item as applicable; and 

(b) for receivables and payables that are stated with the amount of sales tax included. 

 

 The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part 

of receivables or payables in the statement of financial position. 

 

 Pension costs 

 The Group operates a number of defined contribution plans throughout the world, the assets of which 

are held in separate trustee-administered funds.  The pension plans are funded by payments from 

employees and by the relevant Group companies. 

 

 The Group's contributions to defined contribution pension plans are charged to the income statement 

in the period to which the contributions relate. 
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SECTION F: OTHER DISCLOSURES 
 

F3 OTHER NEW AND REVISED ACCOUNTING STANDARDS 

 

 Impact of other new and revised international financial reporting standards 

 The Group has adopted the following new and revised IFRSs for the first time for the current year's 

financial statements which are not mentioned in the previous notes. 

  

 IAS 7 Amendments* Amendments to IAS 7 - Disclosure Initiative 

 IAS 12 Amendments* Amendments to IAS 12 - Recognition of Deferred Tax Assets for 

Unrealised Losses 

 IFRS 12 Amendments* Disclosure of Interests in Other Entities: Clarification of the scope of 

disclosure requirements in IFRS 12 from Annual Improvements Cycle – 

2014 – 2016 

 
 *This has had no material financial impact or not applicable to the Group 

 

(a) Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative  

The amendments require entities to provide disclosure of changes in their liabilities arising 

from financing activities, including both changes arising from cash flows and non-cash 

changes (such as foreign exchange gains or losses). The Group has provided the information 

for both the current and the comparative period in note D10. 

 

(b) Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealised 

Losses  

The amendments clarify that an entity needs to consider whether tax law restricts the sources 

of taxable profits against which it may make deductions on the reversal of deductible 

temporary difference related to unrealised losses. Furthermore, the amendments provide 

guidance on how an entity should determine future taxable profits and explain the 

circumstances in which taxable profit may include the recovery of some assets for more than 

their carrying amount. 

 

The Group applied amendments retrospectively. However, their application has no effect on 

the Group’s financial position and performance as the Group has no deductible temporary 

differences or assets that are in the scope of the amendments. 

 

(c) Amendments to IFRS 12 Disclosure of Interests in Other Entities: Clarification of the scope 

of disclosure requirements in IFRS 12 from Annual Improvements Cycle - 2014-2016  

The amendments clarify that the disclosure requirements in IFRS 12, other than those in 

paragraphs B10–B16, apply to an entity’s interest in a subsidiary, a joint venture or an 

associate (or a portion of its interest in a joint venture or an associate) that is classified (or 

included in a disposal group that is classified) as held for sale. 

 

As at 31 December 2017 the Group classified its interest in Palm, NAC and TTY, wholly-

owned subsidiaries, as held for sale (see Note E2), but these amendments did not affect the 

Group’s financial statements. 
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SECTION F: OTHER DISCLOSURES 
 

F3 OTHER NEW AND REVISED ACCOUNTING STANDARDS (continued) 

 

 Issued but not yet effective international financial reporting standards  

 The Group has not applied the following new and revised IFRSs, that have been issued but are not 

yet effective, in these financial statements. 

 

 IFRS 9 Financial Instruments1 

 IFRS 15 Revenue from Contracts with Customers1 

 IFRS 10 and IAS 28 Amendments to IFRS 10 and IAS 28 – Sale or Contribution of Assets 

  Amendments  between an Investor and its Associate or Joint Venture3 

 IFRS 2 Amendments Amendments to IFRS 2 - Classification and Measurement of Share-

based Payment Transactions1 

 IFRS 16 Leases2 

 IFRS 17 Insurance Contracts4 

 IAS 40 Amendments Amendments to IAS 40 – Transfer of Investment Property1 

 

 Improvements to IFRS Standards 2014-2016 Cycle1, 2 

 IFRS 1 First-time Adoption of International Financial Reporting Standards – 

Deletion of short-term exemptions for first-time adopters 

 IAS 28 Investments in Associates and Joint Ventures – Clarification that 

measuring investees at fair value through profit or loss is an 

investment-by-investment choice 

 

 IFRS 4 Amendments Amendments to IFRS 4 - Applying IFRS 9 Financial Instruments with 

IFRS 4 Insurance Contracts1 

 IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration1 

 IFRIC Interpretation 23 Uncertainty over Income Tax Treatment2 

 

 Annual Improvements to IFRS Standards 2015-2017 Cycle2 

 IFRS 3  Business Combinations and IFRS 11 Joint Arrangements –previously 

held interest in a joint operation 

 IAS 12  Income Taxes – income tax consequences of payments on financial 

instruments classified as equity 

 IAS 23  Borrowing Costs – borrowing costs eligible for capitalization 

  
 1 Effective for annual periods beginning on or after 1 January 2018 

 2 Effective for annual periods beginning on or after 1 January 2019 

 3 The effective date of this amendment is postponed indefinitely pending the outcome of IASB’s research project on the 

equity method of accounting 

 4 Effective for annual periods beginning on or after 1 January 2021 
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SECTION F: OTHER DISCLOSURES 
 

F3 OTHER NEW AND REVISED ACCOUNTING STANDARDS (continued) 

 

 Issued but not yet effective international financial reporting standards (continued) 

 In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 

Financial Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 

brings together all three aspects of the accounting for financial instruments project: classification and 

measurement, impairment and hedge accounting. IFRS 9 is effective for annual periods beginning on 

or after 1 January 2018, with early application permitted. Except for hedge accounting, retrospective 

application is required but providing comparative information is not compulsory. For hedge 

accounting, the requirements are generally applied prospectively, with some limited exceptions.  

 

 The Group plans to adopt the new standard on the effective date and will not restate comparative 

information. During 2017, the Group has performed a detailed assessment on the impact of the 

adoption of IFRS 9 summarised as follows: 

 

(a) Classification and measurement 

Upon adoption of IFRS 9, the classification and measurement of financial assets depends on two 

assessments: the financial asset’s contractual cash flow characteristics and the entity’s business 

model for managing the financial asset.   

 

The Group has assessed that majority of the loan receivables pass the contractural cash flow 

characteristics and business model tests of IFRS 9 and will continue to be recorded at amortised 

cost. However, should the loan not pass the abovementioned tests, they will be reclassified as 

financial assets at fair value through profit or loss.  

 

Equity instruments currently held as available for sale will be measured at fair value through 

other comprehensive income as the investments are intended to be held for the foreseeable future. 

Gains and losses recorded in other comprehensive income for the equity investments cannot be 

recycled to profit or loss when the investments are derecognised. 

 

(b) Impairment 

IFRS 9 requires the Group to record expected credit losses (“ECLs”) on its debt securities, loans 

and trade receivables, either on a 12-month or lifetime basis. Impairment is calculated based on 

historically observed data and may be subject to changes arising from further reasonable and 

supportable information available to the Group. 

 

The Group will apply the simplified method for trade receivables, which implies no tracking of 

changes in credit risk but recognition of lifetime ECLs at all times. Furthermore, the general 

approach will be applied to loan receivables and 12-month ECLs are estimated based on the 

possible default events within the next twelve months. Should there be evidence of a significant 

increase in credit risk, impairment will be calculated based on lifetime ECLs. 

 

The Group expects the ECL model will result in an increase in the losses recognised in equity 

during the transition from IAS 39 to IFRS 9.  
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SECTION F: OTHER DISCLOSURES 
 

F3 OTHER NEW AND REVISED ACCOUNTING STANDARDS (continued) 

 

 Issued but not yet effective international financial reporting standards (continued) 

(c) Hedge Accounting  

The Group determined that all existing hedge relationships that are currently designated in 

effective hedging relationships will continue to qualify for hedge accounting under IFRS 9. As 

IFRS 9 does not change the general principles of how an entity accounts for effective hedges, 

applying the hedging requirements of IFRS 9 will not have a significant impact on Group’s 

financial statements. 

 

IFRS 15 was issued in May 2014, and amended in April 2016, and establishes a five-step model to 

account for revenue arising from contracts with customers. Under IFRS 15, revenue is recognised at 

an amount that reflects the consideration to which an entity expects to be entitled in exchange for 

transferring goods or services to a customer. The new revenue standard will supersede all current 

revenue recognition requirements under IFRS. Either a full retrospective application or a modified 

retrospective application is required for annual periods beginning on or after 1 January 2018. Early 

adoption is permitted. The Group expects to adopt IFRS 15 on 1 January 2018 and the directors do 

not anticipate that the application of the IFRS 15 requirements will have a material impact on the 

Group’s consolidated financial statements. 

 

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control 

of a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify 

that the gain or loss resulting from the sale or contribution of assets that constitute a business, as 

defined in IFRS 3, between an investor and its associate or joint venture, is recognised in full. Any 

gain or loss resulting from the sale or contribution of assets that do not constitute a business, however, 

is recognised only to the extent of unrelated investors’ interests in the associate or joint venture. The 

IASB has deferred the effective date of these  amendments indefinitely, but an entity that early adopts 

the amendments must apply them prospectively. The Group will not early adopt these amendments. 

 

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the 

effects of vesting conditions on the measurement of a cash-settled share-based payment transaction; 

the classification of a share-based payment transaction with net settlement features for withholding 

tax obligations; and accounting where a modification to the terms and conditions of a share-based 

payment transaction changes its classification from cash-settled to equity-settled. On adoption, 

entities are required to apply the amendments without restating prior periods, but retrospective 

application is permitted if elected for all three amendments and other criteria are met. The 

amendments are effective for annual periods beginning on or after 1 January 2018, with early 

application permitted. The Group is assessing the potential effect of the amendments on its 

consolidated financial statements. 
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F3 OTHER NEW AND REVISED ACCOUNTING STANDARDS (continued) 

 

 Issued but not yet effective international financial reporting standards (continued) 

 IFRS 16 Leases sets out the principles for the recognition, measurement, presentation and disclosure 

of leases. The objective is to ensure that lessees and lessors provide relevant information in a manner 

that faithfully represents those transactions.  

 

 The standard introduces a single lessee accounting model and requires a lessee to recognise assets 

and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low 

value. A lessee is required to recognise a right-of-use asset representing its right to use the underlying 

leased asset and a lease liability representing its obligation to make lease payments.  A lessee 

measures right-of-use assets similarly to other non-financial assets (such as property, plant and 

equipment) and lease liabilities similarly to other financial liabilities. Assets and liabilities arising 

from a lease are initially measured on a present value basis, and subsequently, a lessee recognises 

depreciation of the right-of-use asset and interest on the lease liability.   

 

 IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. Accordingly, a 

lessor continues to classify its leases as operating leases or finance leases, and to account for those 

two types of leases differently.  However, IFRS 16 requires enhanced disclosures to be provided by 

the lessor. 

 

 Early adoption is permitted in certain circumstances. The Group expects to adopt IFRS 16 on 1 

January 2019. The Group has performed a preliminary impact assessment of the adoption of IFRS 16 

and expects that the adoption of IFRS 16 will result in increase in total assets and total liabilities. 

 

In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new 

accounting standard for insurance contracts covering recognition and measurement, presentation and 

disclosure. Once effective, IFRS 17 will replace IFRS 4 Insurance Contracts (IFRS 4) that was issued 

in 2005. IFRS 17 applies to all types of insurance contracts (i.e., life, non-life, direct insurance and 

re-insurance), regardless of the type of entities that issue them, as well as to certain guarantees and 

financial instruments with discretionary participation features. A few scope exceptions will apply. 

The overall objective of IFRS 17 is to provide an accounting model for insurance contracts that is 

more useful and consistent for insurers. In contrast to the requirements in IFRS 4, which are largely 

based on grandfathering previous local accounting policies, IFRS 17 provides a comprehensive model 

for insurance contracts, covering all relevant accounting aspects. The core of IFRS 17 is the general 

model, supplemented by: 

 A specific adaptation for contracts with direct participation features (the variable fee 

approach) 

 A simplified approach (the premium allocation approach) mainly for short-duration contracts. 

 

 IFRS 17 is effective for reporting periods beginning on or after 1 January 2021, with comparative 

figures required. Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15 

on or before the date it first applies IFRS 17. This standard is not applicable to the Group.  
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SECTION F: OTHER DISCLOSURES 
 

F3 OTHER NEW AND REVISED ACCOUNTING STANDARDS (continued) 

 

 Issued but not yet effective international financial reporting standards (continued) 

The amendments to IAS 40 clarify when an entity should transfer property, including property under 

construction or development into, or out of investment property. The amendments state that a change 

in use occurs when the property meets, or ceases to meet, the definition of investment property and 

there is evidence of the change in use. A mere change in management’s intentions for the use of a 

property does not provide evidence of a change in use. These amendments are effective for annual 

periods beginning on or after 1 January 2018, with early application permitted. These amendments 

have no material impact to the Group. 

 

 Annual Improvements 2014-2016 Cycle (issued in December 2016) 

 

 These improvements include: 

 

 IFRS 1 First-time Adoption of International Financial Reporting Standards - Deletion of short-term 

 exemptions for first-time adopters 

 Short-term exemptions in paragraphs E3–E7 of IFRS 1 were deleted because they have now served 

their intended purpose. The amendment is effective from 1 January 2018. This amendment is not 

applicable to the Group. 

 

 IAS 28 Investments in Associates and Joint Ventures - Clarification that measuring investees at fair 

value through profit or loss is an investment-by-investment choice 

 

 The amendments clarify that: 

 An entity that is a venture capital organisation, or other qualifying entity, may elect, at initial 

recognition on an investment-by-investment basis, to measure its investments in associates 

and joint ventures at fair value through profit or loss. 

 If an entity, that is not itself an investment entity, has an interest in an associate or joint 

venture that is an investment entity, the entity may, when applying the equity method, elect 

to retain the fair value measurement applied by that investment entity associate or joint 

venture to the investment entity associate’s or joint venture’s interests in subsidiaries. This 

election is made separately for each investment entity associate or joint venture, at the later 

of the date on which: (a) the investment entity associate or joint venture is initially 

recognised; (b) the associate or joint venture becomes an investment entity; and (c) the 

investment entity associate or joint venture first becomes a parent. 

 

 The amendments should be applied retrospectively and are effective from 1 January 2018, with earlier 

application permitted. If an entity applies those amendments for an earlier period, it must disclose 

that fact. These amendments are not applicable to the Group.  

 

 In September 2016, the IASB issued the Amendments to IFRS 4 which addresses concerns arising 

from implementing the new financial instruments Standard, IFRS 9, before implementing the new 

insurance contracts standard that IASB is developing to replace IFRS 4. The amendments introduce 

two options for entities issuing insurance contracts: a temporary exemption from applying IFRS 9 

and an overlay approach. These amendments are effective for annual periods beginning on or after 1 

January 2018. These amendments do not have any impact on the Group as the Group does not issue 

insurance contracts within the scope of IFRS 4.  
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SECTION F: OTHER DISCLOSURES 
 

F3 OTHER NEW AND REVISED ACCOUNTING STANDARDS (continued) 

 

 Issued but not yet effective international financial reporting standards (continued) 

The IFRIC Interpretation 22 clarifies that in determining the spot exchange rate to use on initial 

recognition of the related assets, expense or income (or part of it) on the derecognition of a non-

monetary asset or non-monetary liability relating to advance consideration, the date of the transaction 

is the date on which an entity initially recognises the non-monetary asset or non-monetary liability 

arising from the advance consideration. If there are multiple payments or receipts in advance, then 

the entity must determine a date of the transactions for each payment or receipt of advance 

consideration. The interpretation is effective for annual periods beginning on or after 1 January 2018 

and the Group is currently assessing the impact of this interpretation. 

 

The IFRIC Interpretation 23 addresses the accounting for income taxes when tax treatments involve 

uncertainty that affects the application of IAS 12 and does not apply to taxes or levies outside the 

scope of IAS 12, nor does it specifically include requirements relating to interest and penalties 

associated with uncertain tax treatments. The Interpretation specifically addresses the following:  

 

 Whether an entity considers uncertain tax treatments separately  

 The assumptions an entity makes about the examination of tax treatments by taxation 

authorities  

 How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax 

credits and tax rates  

 How an entity considers changes in facts and circumstances  

 

An entity must determine whether to consider each uncertain tax treatment separately or together with 

one or more other uncertain tax treatments. The approach that better predicts the resolution of the 

uncertainty should be followed. The interpretation is effective for annual reporting periods beginning 

on or after 1 January 2019, but certain transition reliefs are available. The Group will apply 

interpretation from its effective date. Since the Group operates in a complex multinational tax 

environment, applying the Interpretation may affect its consolidated financial statements and the 

required disclosures. In addition, the Group may need to establish processes and procedures to obtain 

information that is necessary to apply the Interpretation on a timely basis. 

 

The amendments to IFRS 3 and IFRS 11 

These amendments clarify whether the previously held interest in a joint operation (that is a business 

as defined in IFRS 3) should be remeasured to fair value, when: 

 

 A party to a joint operation obtains control over the joint operation (IFRS 3) 

 A party that participates in (but does not have joint control over) a joint operation obtains 

joint control over the joint operation (IFRS 11) 
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F3 OTHER NEW AND REVISED ACCOUNTING STANDARDS (continued) 

 

 Issued but not yet effective international financial reporting standards (continued) 

IFRS 3 

When a party to a joint operation obtains control of a joint operation that is a business, it must 

remeasure to fair value the interest it previously held in that joint operation. A transaction where 

control is gained is viewed as a significant change in the nature of, and the economic circumstances 

surrounding, the interest in the joint operation. An entity should apply the amendments to business 

combinations with acquisition dates on or after 1 January 2019. Earlier application is permitted and 

should be disclosed. 

 

IFRS 11 

When a party that participates in (but does not have joint control over) a joint operation, obtains joint 

control over that joint operation that is a business (as defined in IFRS 3), it must not remeasure the 

interest it previously held in that joint operation. Although such a transaction changes the nature of 

an entity’s interest in a joint operation, it does not result in a change to the group boundaries.  

 

An entity must apply the amendments to transactions in which it obtains joint control on or after 1 

January 2019. Earlier application is permitted and should be disclosed. 

 

The amendment to IAS 12 

An entity must recognise all income tax consequences of dividends in profit or loss, other 

comprehensive income or equity, depending on where the entity recognised the originating 

transaction or event that generated the distributable profits giving rise to the dividend. The 

amendments must be applied for annual reporting periods beginning on or after 1 January 2019. 

Earlier application is permitted and must be disclosed.  

 

The amendments must first be applied to income tax consequences of dividends recognised on or 

after the beginning of the earliest comparative period. 

 

The amendment to IAS 23 

Paragraph 14 of IAS 23 requires an entity to exclude borrowings made specifically for the purpose of 

obtaining a qualifying asset, when determining the funds that an entity borrows generally and uses 

for the purpose of obtaining a qualifying asset. It is clarified that when a qualifying asset is ready for 

its intended use or sale, and some of the specific borrowing related to that qualifying asset remains 

outstanding at that point, that borrowing is to be included in the funds that an entity borrows generally. 

The amendments must be applied for annual reporting periods beginning on or after 1 January 2019. 

Earlier application is permitted and should be disclosed. 


