
C. Our Funding (cont’d)

C7. Net interest expense

 Accounting policies
Finance income is recognised in profit or loss as it accrues, using the effective interest rate method.

Finance costs comprise interest expense on borrowings, unwinding of the discounts on provision, amortisation of 
capitalised transaction costs, transaction costs written off and termination of interest rate swaps. Interest income, interest 
expense and similar charges are expensed in profit or loss in the period using the effective interest method, except to the 
extent that they are capitalised as being directly attributable to the acquisition, construction or production of a qualifying 
asset. The interest component of finance lease payments is recognised in profit or loss using the effective interest method. 
Termination of interest rate swaps are recognised in profit or loss.

In calculating the interest income and expense, the effective interest rate is applied to the gross carrying amount of the 
asset (when the assets is not credit-impaired) or to the amortised cost of the liability. However, for financial assets that 
have become credit-impaired subsequent to initial recognition, interest income is calculated by applying the effective 
interest rate to the amortised financial asset. If the asset is no longer credit-impaired, then the calculation of interest 
income reverts to gross basis.

 Group 

(S$ million) Note 2019 2018

Finance income

Finance income from financial assets measured at amortised cost

 – associates and joint ventures 6 7

 – bank and others 101 69

Significant financing component from contracts with customers 25 11

132 87

Finance costs

Interest paid and payable to, measured at amortised cost

 – banks and others 535 469

Amortisation of capitalised transaction costs 12 17

Unwind of discount on restoration costs H4 3 3

Significant financing component from contracts with customers 3 4

Interest rate swaps:

 – changes in fair value through profit or loss 14 15

 – ineffective portion of changes in fair value 1 *

Interest expense on amortisation of lease liability D2 18 –

586 508

C. Our Funding (cont’d)

C8. Contingent liabilities

Key estimates and judgements
Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated 
reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of economic benefits is 
remote. Possible obligations, whose existence will only be confirmed by the occurrence or non-occurrence of one or more 
future events are also disclosed as contingent liabilities unless the probability of outflow of economic benefits is remote.

Group
The Group has provided guarantees to banks to secure banking facilities provided to joint ventures. These financial guarantee 
contracts are accounted for as insurance contracts. The principal risk to which the Group and the Company is exposed is credit 
risk in connection with guarantee contracts it has issued. The credit risk represents the loss that would be recognised upon a 
default by the parties to which the guarantees were given on behalf of. To mitigate this risk, management continually 
monitors the risk and has established processes including performing credit evaluations of the parties it is providing the 
guarantee on behalf of.

There are no terms and conditions attached to the guarantee contracts that would have a material effect on the amount, 
timing and uncertainty of the Group’s and Company’s future cash flows.

Estimates of the Group’s and Company’s obligation arising from financial guarantee contracts may be affected by future 
events, which cannot be predicted with any certainty. The assumptions made may well vary from actual experience so that 
the actual liability may vary considerably from the best estimates. As of balance sheet date, there is no provision made in 
respect of the obligations.

As at the balance sheet date, the Group had the following contingent liabilities:

 Group 

(S$ million)
December 31, 

2019
December 31, 

2018

Guarantees given to banks to secure banking facilities provided to:

 – Joint ventures 123 212

 – Others 121 121

Performance guarantees to external parties 377 372

The periods in which the financial guarantees expire are as follows:

 Group 

(S$ million)
December 31, 

2019
December 31, 

2018

Less than 1 year 94 83

Between 1 to 5 years 93 116

More than 5 years 57 134

244 333

The Group’s subsidiaries are involved in certain tax disputes, where the amount of potential exposure has been estimated to 
be approximately S$63 million (2018: S$52 million). Due to the nature of these tax disputes, the potential outcome and 
obligation is uncertain. No provisions have been recorded in this regard.
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