
Notes to the Financial Statements
Year ended December 31, 2018

12. Intangible Assets (cont’d)

Goodwill (cont’d)

Group (cont’d)

Impairment Testing for Goodwill (cont’d)

d. SEIL (Project II)
i. Use of cash flow projections over the remaining useful life of the plant of 23 years (2017: 24 years), with no 

terminal value considered;

ii. Revenue is projected primarily based on the forecasted combination of long-term and short-term contracts and 
electricity spot prices with reference to estimated demand and supply of electricity as well as estimated margin;

iii. Expected capital expenditure for replenishment of parts and scheduled maintenance related costs have been 
included in the projections in accordance with plant maintenance programme; and

iv. Inflation rate of 4% (2017: 4%) has been used to project overheads and other general expenses.

e. Sembcorp Green Infra Limited and its subsidiaries
i. Use of cash flow projections over the remaining useful lives of individual plants of up to 28 years (2017: 29 years). 

No terminal value is considered;

ii. Revenue is projected based on long-term contracts secured with customers at contracted tariffs. New contracts and 
contract renewals are assumed based on estimated demand and supply as well as margin;

iii. Expected capital expenditure for replenishment of parts and scheduled maintenance related costs have been 
included in the projections in accordance with plant maintenance programme; and

iv. Inflation rate of 4% (2017: 5%) has been used to project overheads and other general expenses.

f. UK Power Reserve Limited
i. Use of cash flow projections over a period ranging from 2019 to 2040;

ii. Revenue and margins are projected based on the estimated electricity at forecasted margins which are based on 
market supply and demand forecast; and

iii. Cash flows relating to the Capacity Market (suspended from November 2018 by the European Court of Justice) are 
assumed to re-commence in 2020 and that payment will be received from 2020 and continue over the remaining 
life of the contracts. 

At the date of signing these financial statements, the impact of the suspension of the capacity market is evolving. As a 
result, changes in circumstances may result in alternative estimates and judgements in future financial statements.

g. Sembcorp Cogen Pte Ltd
The following assumptions were used for impairment testing for goodwill allocated to Sembcorp Cogen Pte Ltd in 2017:

a. Use cash flow projections over the remaining useful life of the plants up to 26 years. No terminal value is considered;

b.  Revenue and margins are projected based on the estimated electricity and steam demand at forecasted margins 
which are based on market supply and demand forecast;

c. Expected capital expenditure for replenishment of parts and scheduled maintenance related costs have been 
included in the projections in accordance with plant maintenance programme; and

d. Inflation rate assumption ranging from 1.4% to 1.9% has been used to project overheads and other general expenses.

12. Intangible Assets (cont’d)

Goodwill (cont’d)

Group (cont’d)

Impairment Testing for Goodwill (cont’d)

g. Sembcorp Cogen Pte Ltd (cont’d)

In 2017, the Group recognised impairment on the entire amount of goodwill allocated to Sembcorp Cogen Pte Ltd 
amounting to S$26 million in light of the challenging operating environment for its power business and the earnings of 
Sembcorp Cogen Pte Ltd is subject to high volatility in a merchant market environment. 

The impairment of goodwill was recorded in non-operating expenses in the 2017’s profit or loss and the CGU is allocated 
to utilities segment. 

Impairment Testing for Other Intangibles Assets
Other intangible assets with indefinite useful lives are tested for impairment annually and at other times when such 
indicators exist. Impairment indicators for long term contracts in the UK are described in Note 12(f).

Company
The Company’s goodwill relates to goodwill of SUT on the acquisition of the SUT Division in 2008.

13. Deferred Tax Assets and Liabilities
Movements in deferred tax assets and liabilities (prior to offsetting of balances) during the year are as follows:

(S$ million)
At  

January 1

Recognised in 
profit or loss 

(Note 30)

Recognised  
in equity  
(Note 27)

Acquisition of 
subsidiaries 

(Note 37)

Disposal of 
subsidiaries 

(Note 36)
Translation 

adjustments
At  

December 31

Group
2018
Deferred tax liabilities
Property, plant and equipment 492 (6) – 21 (9) (13) 485

Other financial assets 39 – (11) – – – 28

Trade and other receivables 24 2 – – – – 26

Intangible assets 64 (4) – – – (2) 58

Other items 16 – (1) 24 – (1) 38

Total 635 (8) (12) 45 (9) (16) 635

Deferred tax assets
Property, plant and equipment (171) 3 – – – – (168)

Inventories (4) 1 – – – – (3)

Trade receivables (2) 4 – – – – 2

Trade and other payables (20) (6) – – – – (26)

Tax losses (13) 5 – – – 5 (3)

Provisions (29) (20) – – – – (49)

Other financial liabilities (22) – (12) – – – (34)

Retirement benefit obligations – 6 – – – – 6

Other items (10) 8 – – – – (2)

Total (271) 1 (12) – – 5 (277)
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13. Deferred Tax Assets and Liabilities (cont’d)

(S$ million)
At  

January 1

Recognised in 
profit or loss 

(Note 30)

Recognised  
in equity  
(Note 27)

Translation 
adjustments

At  
December 31

Group
2017
Deferred tax liabilities
Property, plant and equipment 472 22 – (2) 492

Other financial assets 35 2 2 – 39

Trade and other receivables 14 10 – – 24

Intangible assets 70 (6) – – 64

Other items 9 7 – – 16

Total 600 35 2 (2) 635

Deferred tax assets
Property, plant and equipment (99) (73) – 1 (171)

Inventories (1) (3) – – (4)

Trade receivables – (2) – – (2)

Trade and other payables (18) (2) – – (20)

Tax losses (79) 65 – 1 (13)

Provisions (25) (4) – – (29)

Other financial liabilities (26) (1) 5 – (22)

Retirement benefit obligations (1) – 1 – –

Other items (62) 50 – 2 (10)

Total (311) 30 6 4 (271)

(S$ million)
At January 1, 

2017
Recognised in 
profit or loss

At December 
31, 2017

Recognised in 
profit or loss

At December 
31, 2018

Company
Deferred tax liabilities
Property, plant and equipment 65 (6) 59 (2) 57

Deferred tax assets
Provisions (5) (1) (6) (1) (7)

Deferred tax liabilities and assets are offset when there is a legally enforceable right to offset current tax assets against current 
tax liabilities and when the deferred taxes relate to the same taxation authority. The amounts determined after appropriate 
offsetting included in the balance sheet are as follows:

 Group  Company 

(S$ million)
December 31, 

2018
December 31, 

2017
January 1, 

2017
December 31, 

2018
December 31, 

2017
January 1, 

2017

Deferred tax liabilities 425 428 402 50 53 60

Deferred tax assets (67) (64) (113) – – –

358 364 289 50 53 60

As at December 31, a deferred tax liability of S$16 million (2017: S$23 million; January 1, 2017: S$24 million) for potential 
taxable temporary differences arising from undistributed retained earnings related to investment in subsidiaries and joint 
ventures were not recognised.

13. Deferred Tax Assets and Liabilities (cont’d)

Deferred tax assets have not been recognised in respect of the following items, which are available to set off against future 
taxable income subject to the tax provisions and agreement by the relevant tax authorities of the various jurisdictions:

 Group 

(S$ million)
December 31, 

2018
December 31, 

2017
January 1,  

2017

Deductible temporary differences 173 18 20

Tax losses 1,547 1,728 1,489

Capital allowances 21 25 18

1,741 1,771 1,527

Tax losses of the Group amounting to S$253 million (2017: S$121 million; January 1, 2017: S$120 million) will expire 
between 2019 and 2027 (2017: 2018 and 2026; January 1, 2017: 2017 and 2024). The remaining tax losses, capital 
allowances and deductible temporary differences do not expire under current tax legislation.

Deferred tax assets have not been recognised under the following circumstances:

a. Where they qualified for offset against the tax liabilities of member companies within the Group under the Loss Transfer 
System of Group Relief but the terms of the transfer have not been ascertained as at year end; or

b. Where it is uncertain that future taxable profit will be available against which certain subsidiaries of the Group can utilise 
the benefits.

14. Inventories

 Group  Company 

(S$ million)
December 31, 

2018
December 31, 

2017
January 1, 

2017
December 31, 

2018
December 31, 

2017
January 1, 

2017

Raw materials and consumables 243 251 191 2 3 3

Finished goods 175 210 207 8 9 9

418 461 398 10 12 12

Allowance for inventory obsolescence (25) (36) (31) (3) (3) (3)

393 425 367 7 9 9

Properties under development 120 99 90 – * 2

513 524 457 7 9 11

In 2018, raw materials and changes in finished goods included as cost of sales amounted to S$1,695 million (2017: 
S$1,599 million).

During the year, the Group conducted a review of all inventories and considered a need to adjust the carrying value to reflect 
lower expected net realisable value which resulted in a net write-back of S$1 million (2017: write-down of S$10 million).

Inventories of S$142 million (2017: S$128 million; January 1, 2017: S$89 million) and no properties under development 
(2017: S$66 million; January 1, 2017: S$67 million) have been pledged to secure loan facilities.
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