
D. Our Assets (cont’d)

D1. Property, plant and equipment (cont’d)

Group
i. Property, plant and equipment with the following net book values have been pledged to secure loan facilities granted to 

subsidiaries:

 Group 

(S$ million) Note
December 31, 

2019
December 31, 

2018

Freehold land and buildings 168 105

Leasehold land and buildings 52 33

Plant and machinery 4,680 4,484

Capital work-in-progress 216 159

Other assets 43 46

C6(i) 5,159 4,827

ii. During the year, interest and direct staff costs amounting to S$51 million (2018: S$51 million) and S$8 million (2018: 
S$8 million), respectively were capitalised as capital work-in-progress. Included in these amounts are capitalised interest 
costs calculated using a capitalisation rate from 3.27% to 7.00% (2018: 1.92% to 4.75%).

iii. Property, plant and equipment arising from the acquisition of subsidiaries was at fair value at the acquisition date.

iv. In 2019, an impairment of S$22 million was recognised in cost of sales following an assessment of the plants’ efficiency 
and effectiveness in meeting the new and more stringent effluent discharge standards that will come into force in 
Jiangsu, China in 2021. The Group used 4 years cash flow projections, representing the re-assessed estimated remaining 
useful life of the plant, with no terminal value considered and a pre-tax discount rate of 7.1% to determine the 
recoverable amount of the plants. Revenue is projected based on contracts secured with customers along with likely 
renewals and in consideration of treatment capacity of the plant. Inflation rates ranging from 0% to 3% has been used 
to project overheads and other general expenses. Expected capital expenditure for replenishment of parts and scheduled 
maintenance costs have been included in the projections in accordance with plant maintenance program.

v. In 2019, the market conditions in UK continue to be challenging and UK Power Reserve Limited’s (“UKPR”) performance 
was weak. Based on the expected value-in-use (VIU) as at December 31, 2019, the Group has recognised an impairment 
of S$52 million in cost of sales, with respect to plant and equipment. The key assumptions used in determining the VIU 
are included in the table for impairment testing for goodwill in Note D4.

vi. In 2019, management reviewed the economics of two of the wind power projects under development in India, which 
were impacted by the changes in the renewables market dynamics. Consequently the value-in-use of the related 
development costs is estimated to be S$nil as at December 31, 2019. Accordingly, an impairment loss of S$6 million was 
recognised in cost of sales.

vii. In 2019, property, plant and equipment included additional provision for restoration costs amounting to S$3 million 
(2018: S$4 million) (Note H4).

viii. The 5-year time charter contract of the Group’s marine accommodation vessel ended in 2018. As the Group expects to 
recover the value of the accommodation vessel through continuing use on a charter basis, the Group used the discounted 
cash flow projections to determine the recoverable amount. The cash flows projection took into account the expected 
renewal rates based on prevailing market conditions. The renewal rates assumed a certain level of discount from the 
current contractual rates but added 2% annual inflationary adjustment till the end of the economic useful life of the 
vessel. The assumed operating cost is based on approved budget and adjusted for inflation at 2% per annum throughout 
the cash flow periods. The utilisation rate is assumed to be at 95% throughout the cash flow periods; and the terminal 
value is based on the expected scrap value at the end of the economic useful life. These cash flows are then discounted 
using the weighted average cost of capital determined to be at 10.78% (2018: 12.66%). Based on the Group’s 
assessment of the recoverable amount of the marine accommodation vessel which amounted to S$267 million (2018: 
S$196 million), no impairment loss (2018: impairment loss of S$5 million) was recognised in profit or loss. Any 
unfavourable changes to the above assumptions would lead to additional impairment.

D. Our Assets (cont’d)

D1. Property, plant and equipment (cont’d)

Group (cont’d)

ix. A subsidiary in India has entered into an agreement to convert an existing leasehold land upon which its property, plant 
and equipment reside, to freehold land. The subsidiary has fully paid for the conversion of the leasehold land based on 
the freehold rate. As at December 31, 2019, the land has not been transferred to the subsidiary. Pursuant to the current 
lease agreement, it is provided that in the event that the land is not transferred, the lessor is obliged to renew the lease 
for a further period on mutually agreed terms and conditions. No impairment, revision of useful life or provision for 
restoration cost has been recorded as at December 31, 2019, as the alienation of this leasehold land is in progress 
(approved by the Chief Minister and awaiting final approval of the Group of Ministers).

x. The Group leases out its marine vessel under an operating lease arrangement. Non-cancellable operating lease rentals 
receivables are included in Note C9(b) non-cancellable operating leases.

xi.  The acquisition of marine vessel in 2019 was settled via an offset of payables and dividends receivable from a joint venture.

Change in estimates
During the year ended December 31, 2019, the Group revised its estimates for the useful lives of certain asset within marine 
vessel from 25 years to 31 years after conducting an operational review of its useful lives. The effect of these changes on 
depreciation expense in current and future periods on assets currently held is as follows:

(S$ million) 2019 2020 2021 2022 2023 Later

Group

(Decrease) / increase in depreciation expense 
and (increase) / decrease in profit before tax (1) (2) (2) (2) (2) 9

As part of the Group’s transformation and yard consolidation strategy in the Marine business segment, the Group is scheduled 
to move out completely from its yard at Tanjong Kling Road (Tanjong Kling Yard) by end 2019 and return the yard to the 
Government ahead of its original schedule. Accordingly, the Group has revised its estimates for the useful lives of certain 
assets at Tanjong Kling Yard in 2018. The effect of these changes on depreciation expense in current and future periods on 
assets currently held is as follows:

(S$ million) 2019 2020 2021 2022 2023 Later

Group

Increase / (decrease) in depreciation expense and 
decrease / (increase) in profit before tax 44 (10) (9) (9) (9) (18)
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