
H. Other Disclosures (cont’d)

H4. Provisions

 Accounting policies
A provision is an amount set aside based on reliable estimate to settle a probable legal or constructive obligation from a 
past event.

Key estimates and judgements
Estimates of the Group’s obligations arising from contracts or regulations that exist as at balance sheet date may be 
affected by future events, which cannot be predicted with any certainty. The assumptions and estimates are made based 
on the management’s knowledge and experience and may vary from actual experience so that the actual liability may 
vary considerably from the best estimates.

Certain of the Group’s subsidiaries are involved in claims, litigations, land disputes and other regulatory matters in certain 
countries at year end. Due to the nature of these disputes and matters and also in view of the uncertainty of the outcome, 
the Group believes that the amount of exposure cannot currently be determinable. Therefore, no impairment, revision of 
useful or provision for restoration cost, where applicable has been recorded.

Provision for restoration cost
The provision recognised represents management’s best estimate of the present value of the future costs required. 
Significant estimates and assumptions are made in determining the amount of restoration provisions. Those estimates 
and assumptions deal with uncertainties such as: changes to the relevant legal and regulatory framework; the timing, 
extent and costs required. These uncertainties may result in future actual expenditure differing from the amounts currently 
provided. The provisions recognised are periodically reviewed and updated based on the facts and circumstances available 
at the time. Changes to the estimated future costs are recognised in the balance sheet by adjusting both the asset and 
provision. Such changes give rise to a change in future depreciation and interest charges.

Warranty
The provision for warranty is based on estimates from known and expected warranty work and contractual obligations 
for further work to be performed after completion. The warranty expense incurred could be higher or lower than the 
provision made.

H. Other Disclosures (cont’d)

H4. Provisions (cont’d)

Movements in provisions are as follows:

(S$ million) Note
Claims  

(i)

Restoration 
costs  

(ii)
Warranty  

(iii)
Fines  

(iv)
Others  

(v) Total

Group

2019

Balance at January 1 24 108 58 40 19 249

Translation adjustments * (3) * (1) * (4)

Provisions made during the year 9 5 9 – 9 32

Provisions reversed during the year (8) (6) (24) – (2) (40)

Provisions utilised during the year (13) (2) (1) (10) (2) (28)

Transfer to other payables (a) – – – (29) (7) (36)

Disposal of subsidiaries – – – – * *

Unwind of discount on restoration costs C7 – 3 – – – 3

Balance at December 31 12 105 42 – 17 176

Provisions due:

 – within 1 year 12 2 15 – 5 34

 – after 1 year but within 5 years – 49 27 – 11 87

 – after 5 years – 54 – – 1 55

12 105 42 – 17 176

2018

Balance at January 1 25 108 21 25 18 197

Translation adjustments – (4) – – – (4)

Provisions made during the year 10 4 64 25 2 105

Provisions reversed during the year (10) (3) (27) – – (40)

Provisions utilised during the year (1) * – (10) (1) (12)

Disposal of subsidiaries – * – – – *

Unwind of discount on restoration costs C7 – 3 – – – 3

Balance at December 31 24 108 58 40 19 249

Provisions due:

 – within 1 year 24 – 17 40 5 86

 – after 1 year but within 5 years – 36 41 – 12 89

 – after 5 years – 72 – – 2 74

24 108 58 40 19 249

a. Following the conclusion of the legal proceedings in China related to the discharge of off-specification wastewater by 
Sembcorp Nanjing Suiwu Company Limited announced on February 7, 2020 (Note H5), the balance provisions amount 
of S$36 million was transferred to current and non-current other payables of S$21 million and S$15 million, respectively.
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H. Other Disclosures (cont’d)

H4. Provisions (cont’d)

(S$ million)
Claims  

(i)

Restoration 
costs  

(ii) Total

Company

2019

Balance at January 1 19 16 35

Provisions made during the year 2 * 2

Provisions reversed during the year (8) (6) (14)

Provisions utilised during the year (2) – (2)

Balance at December 31 11 10 21

Provisions due:

 – within 1 year 11 – 11

 – after 5 years – 10 10

11 10 21

2018

Balance at January 1 16 16 32

Provisions made during the year 4 – 4

Provisions utilised during the year (1) – (1)

Balance at December 31 19 16 35

Provisions due:

 – within 1 year 19 – 19

 – after 5 years – 16 16

19 16 35

H. Other Disclosures (cont’d)

H4. Provisions (cont’d)

i. Claims
This provision relates to the obligations arising from contractual and commercial arrangements in the Group’s and the 
Company’s operations, based on the best estimate of the possible outflow considering both contractual and commercial 
factors.

ii. Restoration costs
Restoration costs relate to cost of dismantling and removing assets and restoring the premises to its original condition as 
stipulated in the agreements. The liability is expected to be incurred upon fulfilment of restoration obligation or 
termination of the lease.

iii. Warranty
Provision for warranty relate to contracts with contractual warranty terms. The provision for warranty is based on 
estimates from weighing all possible outcomes by their associated probabilities and estimates made from historical 
warranty data associated with similar projects.

The non-current portion of the provision for warranty is for contracts with contractual warranty periods that will lapse 
within 2 to 3 years from the reporting date.

iv. Fines
The provision for fines was made relating to an alleged discharge of off-specification wastewater by Sembcorp Nanjing 
Suiwu Company Limited in China. The legal proceedings were concluded on February 7, 2020 (see Note H5 on 
Subsequent events). With the proceedings concluded, the provision amount is reclassified to other payables.

v. Others
Others include provision for maintenance obligation recognised for the contractual obligations to maintain the 
infrastructure and equipment to specified levels of serviceability under the service concession agreements. The amount 
also includes provision for legal and professional fee, amongst others. These provisions are measured at the best estimate 
of the expenditure required and timing of outflows, to settle the present obligation at the end of each reporting period.

H5. Subsequent events
On January 3, 2020 the Group announced that it has entered into a sale and purchase agreement with Veolia Environmental 
Services Asia Pte. Ltd. to acquire 100% equity interest in Veolia ES Singapore Pte. Ltd. and the public cleaning business of 
Veolia ES Singapore Industrial Pte. Ltd. (VESSI) for approximately S$28 million. The completion of the acquisition is subject to 
conditions precedent including regulatory approvals.

On February 6, 2020, the Group announced that it has agreed to sell 100% of its interest in the water business in Chile for a 
total consideration of CLP27.8 billion (approximately S$49 million) to the Spanish construction and engineering service SACYR 
S.A. group of companies. Arising from the divestment, an impairment of S$64 million was recognised in the profit or loss, and 
a foreign currency translation loss (S$30 million, as at December 31, 2019) will be taken to profit or loss upon completion of 
the sale, expected by mid-2020.

On February 7, 2020, the Group announced that the legal proceedings in China related to the discharge of off-specification 
wastewater by its 95%-owned joint venture wastewater treatment company, Sembcorp Nanjing Suiwu Company Limited was 
concluded following the issue of the final mediation agreement. The Group’s share of fines and cash settlement for both the 
criminal and civil claims was a total of S$54 million, fully provided, and the Group is committed to new investments of 
S$45 million over the next four years to develop projects and initiatives to support environmental protection in China.
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