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REPORT OF THE DIRECTORS
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The directors submit their report together with the audited financial statements for the year ended 
31 December 2010.

Principal activities and geographical analysis of operations

The Company and its subsidiaries are mainly engaged as global traders in marine fuel products.

An analysis of the Group’s performance for the year by business and geographical segments is set out in 
note 30 to the financial statements.

Results and appropriations

The results of the Group for the year are set out in the consolidated income statement on page 8. The 
directors will not be recommending any dividend at the annual general meeting on 29 April 2011.

Reserves

Movements in the reserves of the Group and the Company during the year are set out in the consolidated 
statement of changes in equity, notes 22 and 23 to the financial statements.

Donations

No charitable and other donations were made by the Group during the year.

Property, plant and equipment

Details of the movements in property, plant and equipment of the Group and the Company are set out in 
note 15 to the financial statements.

Share capital

Details of the movements in share capital of the Company are set out in note 20 to the financial 
statements.

Directors

The directors who held office during the year and up to the date of this report were:

Executive director
Thomas Kevin Reilly – appointed on 3 January 2011
Clyde Michael Bandy – re-designated as non-independent director on 3 January 2011

Non-executive directors
Clyde Michael Bandy – re-designated as non-independent director on 3 January 2011
Masanobu Takagi
Fuminobu Oda
Raymond Joseph Bartoszek – appointed on 31 March 2010 and resigned on 31 January 2011
Hon Kim Weng – appointed on 9 February 2011
Alexander Frank Beard – appointed on 31 March 2010
Mark Jonathan Catton – appointed on 31 March 2010
Vivian Pearl Johnston Chandran – resigned on 31 March 2010
Harrison Chang – resigned on 31 March 2010
Sharon Stacey Johnston Chandran – resigned on 31 March 2010

Independent non-executive directors
Michael Lim Choo San – resigned on 19 November 2010
Steven Barry John Simpson – appointed on 19 November 2010
Philip Calvin Anderson
Peter Michael Meade
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In accordance with Article 119 of the Company’s Articles of Association, Mr. Fuminobu Oda and Mr. Philip 
Calvin Anderson shall retire by rotation at the forthcoming annual general meeting and, being eligible, 
offer themselves for re-election.

In accordance with Article 126 of the Company’s Articles of Association, Mr. Alexander Frank Beard, Mr. 
Mark Jonathan Catton and Mr. Hon Kim Weng shall retire by rotation at the forthcoming annual general 
meeting and, being eligible, offer themselves for re-election.

Directors’ interests in contracts

During the year, the Group had no other contracts of significance in relation to the Group’s business to 
which the Company or any of its subsidiaries was a party and in which a director of the Company had 
a material interest, whether directly or indirectly, subsisted at the end of the year or at any time during 
the year.

Arrangements to purchase shares or debentures

At no time during the year was the Company or any of its subsidiaries a party to any arrangements to 
enable the directors of the Company to acquire benefits by means of the acquisition of shares in, or 
debentures of, the Company or any other body corporate, except for share options granted as presented 
below:

Share options

Share options are granted to certain directors. The options are exercisable starting one year from the grant 
date and will vest over a period of two years for directors. The options have a contractual option term of 
ten years. The Group has no legal or constructive obligation to repurchase or settle the options in cash.

The options were granted at nil consideration.

Details of the share options outstanding as at 31 December 2010 which have been granted to directors 
under the scheme are as follows:

 No. of ordinary shares under option 

Names of directors Date of grant

Beginning 
of financial 

year

Granted 
during 

financial 
year

Forfeited 
during 

financial 
year

Exercised 
during 

financial 
year

End of 
financial 

Year

Clyde Michael Bandy 27.08.2007 176,000 – – – 176,000
12.12.2008 4,500,000 – – – 4,500,000
11.08.2009 2,746,898 – – – 2,746,898
20.10.2010 – 2,359,047 – – 2,359,047

Philip Calvin Anderson 27.08.2007 164,000 – – 164,000
12.12.2008 176,000 – – – 176,000
11.08.2009 176,000 – – – 176,000
20.10.2010 – 176,000 – – 176,000

Michael Lim Choo San 27.08.2007 176,000 – – – 176,000
12.12.2008 176,000 – – – 176,000
11.08.2009 176,000 – – – 176,000
20.10.2010 – 176,000 – – 176,000

Peter Michael Meade 12.12.2008 176,000 – – – 176,000
11.08.2009 176,000 – – – 176,000
20.10.2010 – 176,000 – – 176,000

Details of the options issued are set out in note 20 to the financial statements
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Management contracts

No contracts concerning the management and administration of the whole or any substantial part of the 
business of the Company were entered into or existed during the year.

Subsequent event

Details of significant event occurring after the balance sheet date are set out in note 38 to the financial 
statements.

Auditor

PricewaterhouseCoopers will not be seeking re-appointment and Deloitte AG has been nominated to be 
the auditor for the ensuing year.

On behalf of the directors

Clyde Michael Bandy Steven Barry John Simpson
Chairman Director

18 March 2011



INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF CHEMOIL ENERGY LIMITED

(Incorporated in Hong Kong with limited liability)
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We have audited the consolidated financial statements of Chemoil Energy Limited (the “Company”) and 
its subsidiaries (together the “Group”) set out on pages 6 to 82, which comprise the consolidated and 
company balance sheets as at 31 December 2010, and the consolidated income statement, the consolidated 
statement of comprehensive income, the consolidated statement of changes in equity and the consolidated 
statement of cash flows for the year then ended, and a summary of significant accounting policies and 
other explanatory information.

Directors’ Responsibility for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of consolidated financial statements that 
give a true and fair view in accordance with Hong Kong Financial Reporting Standards issued by the Hong 
Kong Institute of Certified Public Accountants, and the Hong Kong Companies Ordinance, and for such 
internal control as the directors determine is necessary to enable the preparation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit 
and to report our opinion solely to you, as a body, in accordance with section 141 of the Hong Kong 
Companies Ordinance and for no other purpose. We do not assume responsibility towards or accept liability 
to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong 
Institute of Certified Public Accountants. Those standards require that we comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance as to whether the consolidated financial 
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor’s judgement, including 
the assessment of the risks of material misstatement of the consolidated financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant 
to the entity’s preparation of consolidated financial statements that give a true and fair view in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the 
directors, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of 
the Company and of the Group as at 31 December 2010, and of the Group’s loss and cash flows for the 
year then ended in accordance with Hong Kong Financial Reporting Standards and have been properly 
prepared in accordance with the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong
18 March 2011



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

BALANCE SHEETS
As at 31 December 2010
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The accompanying notes form an integral part of these financial statements

(In US$’000, unless otherwise stated)

  Group   Company
Note 2010 2009 2010 2009

ASSETS
Current assets
Cash and cash equivalents 4 56,204 70,379 846 787
Derivative financial instruments 5 8,268 206 – –
Financial assets at fair value through profit or loss 6 1,039 1,026 1,039 1,026
Prepaid income tax 1,095 – – –
Other current assets 7 16,286 50,952 153 181
Trade and other receivables 8 638,040 582,662 87,287 110,438
Inventories 9 192,439 359,377 – –

913,371 1,064,602 89,325 112,432

Non-current assets
Trade and other receivables 8 5,164 7,448 – –
Other non-current assets 10 2,056 2,996 – –
Investments in associates 11 38,333 42,314 13,513 14,691
Investments in joint ventures 12 34,211 28,316 16,127 16,462
Investments in subsidiaries 13 – – 211,921 211,921
Intangible assets 14 15,795 17,174 – –
Property, plant and equipment 15 232,328 232,787 – 13
Deferred income tax assets 16 10,449 9,009 – –

338,336 340,044 241,561 243,087

Total assets 1,251,707 1,404,646 330,886 355,519

LIABILITIES
Current liabilities
Trade and other payables 17 431,241 326,735 56,203 62,580
Derivative financial instruments 5 13,718 26,142 3,139 3,231
Current income tax liabilities 466 5,624 – –
Borrowings 18 345,966 557,416 66,144 80,208
Provisions for other liabilities and charges 19 3,414 5,334 – –

794,805 921,251 125,486 146,019

Non-current liabilities
Borrowings 18 138,265 165,238 36,595 36,875
Derivative financial instruments 5 4,648 3,986 4,077 3,686
Deferred income tax liabilities 16 7,349 4,542 – –
Provisions for other liabilities and charges 19 6,470 5,466 – –

156,732 179,232 40,672 40,561

Total liabilities 951,537 1,100,483 166,158 186,580

NET ASSETS 300,170 304,163 164,728 168,939



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

BALANCE SHEETS
As at 31 December 2010
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The accompanying notes form an integral part of these financial statements

(In US$’000, unless otherwise stated)

  Group   Company
Note 2010 2009 2010 2009

EQUITY
Equity attributable to equity holders of the Company
Share capital 20 2 2 2 2
Share premium 20 85,816 85,816 85,816 85,816
Treasury shares 20 (2,504) (1,230) – –
Merger reserve 21 3,529 3,529 – –
Other reserves 22 9,003 (570) 569 750
Retained earnings 23 200,273 209,763 78,341 82,371

296,119 297,310 164,728 168,939
Non-controlling interests 4,051 6,853 – –

Total equity 300,170 304,163 164,728 168,939

The financial statements on pages 6 to 82 were approved by the Board of Directors on 18 March 2011 
and were signed on its behalf.

Clyde Michael Bandy Steven Barry John Simpson
Chairman Director



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED INCOME STATEMENT
For the financial year ended 31 December 2010
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The accompanying notes form an integral part of these financial statements

(In US$’000, unless otherwise stated)

Note 2010 2009

Revenue 25 7,295,537 5,750,246

Other gains/(losses) – net 25 7,632 (137,817)

7,303,169 5,612,429
Expenses
– Inventories recognised as an expense 7,031,478 5,283,122
– Barging and pipelines costs 69,670 67,352
– Chartering and other shipping related expenses 16,647 23,741
– Rentals for office premises, storage tanks and motor vehicles 37,282 36,638
– Demurrage costs 11,312 11,614
– Employee benefits 26 46,222 48,108
– Marketing and communication expenses 7,375 7,355
– Service and commission expenses 16,418 16,602
– Other expenses 49,327 61,585
– Depreciation and amortisation 16,326 20,176
– Finance expense 28 20,668 21,335

Total expenses 7,322,725 5,597,628

Share of results of associates and joint ventures – net 7,799 11,958

(Loss)/profit before income tax (11,757) 26,759

Income tax credit/(expense) 29 272 (14,665)

(Loss)/profit for the year (11,485) 12,094

Attributable to:
Equity holders of the Company (9,490) 11,467
Non-controlling interests (1,995) 627

(11,485) 12,094

(Loss)/earnings per share for profit attributable to the equity
 holders of the Company (expressed in cents per share) 31
– Basic (0.737) 0.890
– Diluted (0.734) 0.887



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the financial year ended 31 December 2010
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The accompanying notes form an integral part of these financial statements

(In US$’000, unless otherwise stated)

Note 2010 2009

(Loss)/profit for the year (11,485) 12,094

Other comprehensive income:
Cash flow hedges 22 257 3,631
Currency translation differences 22 7,204 3,978

Other comprehensive income for the year 7,461 7,609

Total comprehensive (loss)/income for the year (4,024) 19,703

Attributable to:
Equity holders of the Company (1,222) 18,725
Non-controlling interests (2,802) 978

(4,024) 19,703



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the financial year ended 31 December 2010
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The accompanying notes form an integral part of these financial statements

(In US$’000, unless otherwise stated)

 Attributable to equity holders of the Company 

Note

Share 

capital

Treasury 

shares 

held by 

trust(i)

Merger 

reserve

Share 

premium

Other 

reserves

Retained 

earnings Total

Non-

controlling 

interests

Total 

equity

Balance at 1 January

 2010 2 (1,230) 3,529 85,816 (570) 209,763 297,310 6,853 304,163

Purchase of treasury shares – (1,327) – – – – (1,327) – (1,327)

Employee share option

 scheme:

–  Value of services

 rendered 22 – – – – 1,319 – 1,319 – 1,319

– Treasury shares re-issued – 53 – – (14) – 39 – 39

Total comprehensive

 income/(loss) for the year – – – – 8,268 (9,490) (1,222) (2,802) (4,024)

Balance at 31 December

 2010 2 (2,504) 3,529 85,816 9,003 200,273 296,119 4,051 300,170

Balance at 1 January 

2009 2 – 3,529 85,816 (8,725) 204,759 285,381 5,897 291,278

Purchase of treasury shares – (1,282) – – – – (1,282) – (1,282)

Employee share option

 scheme:

–  Value of services

 rendered 22 – – – – 851 – 851 – 851

– Treasury shares re-issued – 52 – – 46 – 98 – 98

Dividends relating to 2008 32 – – – – – (6,463) (6,463) – (6,463)

Acquisition of a subsidiary 4 – – – – – – – (22) (22)

Total comprehensive

 income for the year – – – – 7,258 11,467 18,725 978 19,703

Balance at 31 December

 2009 2 (1,230) 3,529 85,816 (570) 209,763 297,310 6,853 304,163

Note:

(i) Amicorp Trustee (Singapore) Limited is the trustee of a trust established to purchase and hold the Company’s shares 

from the open market for delivery to employees under the share option plan. Such shares are designated as treasury 

shares.



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
For the financial year ended 31 December 2010
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The accompanying notes form an integral part of these financial statements

(In US$’000, unless otherwise stated)

Note 2010 2009
Cash flows from operating activities
(Loss)/profit for the year (11,485) 12,094
Adjustments for:
Income tax (credit)/expense (272) 14,665
Share option expense 26 1,319 851
Depreciation and amortisation 16,326 20,176
Net loss on disposal of property, plant and equipment 25 2,916 34
Gain on disposal of subsidiary 25 – (13,397)
Fair value gains on financial assets at fair value
 through profit or loss 25 (13) (358)
Unrealised translation (gains)/losses (3,997) 27
Share of results of associates and joint ventures (7,799) (11,958)
Interest income 25 (1,054) (454)
Finance expense 28 20,668 21,335

16,609 43,015
Changes in working capital, net of effects of acquisitions
 and disposals of subsidiaries
Derivative financial instruments (19,567) 57,997
Other assets 35,147 (28,297)
Trade and other receivables (52,130) (337,064)
Inventories 166,938 (236,483)
Trade and other payables 104,507 129,829
Provisions for other liabilities and charges (916) 1,754

Cash generated from/(used in) operations 250,588 (369,249)
Income tax paid (4,613) (5,270)

Net cash generated from/(used in) operating activities 245,975 (374,519)

Cash flows from investing activities
Purchases of property, plant and equipment (5,499) (4,789)
Proceeds from disposal of property, plant and equipment 3,022 266
Purchases of intangible assets (1,258) (1,434)
Proceeds from disposal of a subsidiary, net of cash disposed of – 3,304
Proceeds from partial disposal of a joint venture 123 –
Additional investment in an associate 11 (251) –
Investments in joint ventures 12 (454) (5,017)
Acquisition of a subsidiary, net of cash received 4 – (4,137)
Other receivables (964) (3,293)
Interest received 1,054 454
Dividends received from associates 1,897 2,276
Dividends received from joint ventures 2,560 63

Net cash generated from/(used in) investing activities 230 (12,307)

Cash flows from financing activities
Proceeds from borrowings 123,211 421,010
Repayment of borrowings (285,246) (126,703)
Purchase of treasury shares (1,327) (1,282)
Proceeds from re-issue of treasury shares 39 98
Interest paid (20,668) (21,335)
Bank balances and deposits pledged with banks for bank loans (11,796) (10,579)
Dividends paid to shareholders 32 – (6,463)

Net cash (used in)/generated from financing activities (195,787) 254,746

Net increase/(decrease) in cash and cash equivalents 50,418 (132,080)
Cash and cash equivalents at beginning of financial period (82,461) 49,619

Cash and cash equivalents at end of financial period 4 (32,043) (82,461)



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2010
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(In US$’000, unless otherwise stated)

1. General information

Chemoil Energy Limited (the “Company”) and its subsidiaries (together the “Group”) are mainly 
global traders in marine fuel products. The Group operates in major ports such as Long Beach, 
Houston, New Orleans, New York, Panama, Rotterdam, Fujairah and Singapore.

The Company is a limited liability company incorporated and domiciled in Hong Kong. The address 
of its registered office is 12/F, The Lee Gardens, 33 Hysan Avenue, Causeway Bay, Hong Kong.

The Company is listed on the main board of the Singapore Exchange Securities Trading Limited 
(“SGX-ST”).

These financial statements were authorised for issue by the Board of Directors of the Company on 
18 March 2011.

2. Summary of significant accounting policies

2.1 Basis of preparation

The principal accounting policies applied in the preparation of these financial statements are set out 
below. These policies have been consistently applied to all the years presented, unless otherwise 
stated.

The financial statements have been prepared in accordance with Hong Kong Financial Reporting 
Standards (“HKFRS”). They have been prepared under the historical cost convention, except as 
disclosed in the accounting policies below.

The acquisition of the entire equity interest in Chemoil Corporation by the Company on 31 August 
2006 was accounted for using the “pooling-of-interest” method as the Company and Chemoil 
Corporation were under the common control of the same controlling shareholders before and after 
the acquisition (Note 2.15).

The preparation of financial statements in conformity with HKFRS requires the use of certain 
critical accounting estimates. It also requires management to exercise its judgement in the process 
of applying the Group’s accounting policies. The areas involving a higher degree of judgement or 
complexity, or areas where assumptions and estimates are significant to the financial statements 
are disclosed in Note 3.

New and amended standards effective in 2010

On 1 January 2010, the Group adopted the new or amended HKFRS that are mandatory for 
application from that date. Changes to the Group’s accounting policies have been made as required, 
in accordance with the transitional provisions in the respective HKFRS.

The adoption of these new or amended HKFRS had no material effect on the amounts reported 
for the current or prior financial periods. The Group has adopted the following new standards and 
amendments to standards which are relevant to its operations:



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2010
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2. Summary of significant accounting policies (continued)

2.1 Basis of preparation (continued)

• HKFRS 3 (revised), ‘Business combinations’, and consequential amendments to HKAS 27, 
‘Consolidated and separate financial statements’, HKAS 28, ‘Investments in associates’, and 
HKAS 31, ‘Interests in joint ventures’. These changes are effective prospectively to business 
combinations for which the acquisition date is on or after the beginning of the first annual 
reporting period beginning on or after 1 July 2009.

 The revised standard continues to apply the acquisition method to business combinations but 
with some significant changes compared with HKFRS 3. For example, all payments to purchase 
a business are recorded at fair value at the acquisition date, with contingent payments 
classified as debt subsequently re-measured through the income statement. There is a choice 
on an acquisition-by-acquisition basis to measure the non-controlling interest in the acquiree 
either at fair value or at the non-controlling interest’s proportionate share of the acquiree’s 
net assets. All acquisition-related costs are expensed. The revised standard does not have an 
impact on the current period as there were no acquisitions in 2010.

• HKAS 27 (revised) ‘Consolidated and separate financial statements’ (effective 1 July 2009). 
The revised standard requires the effects of all transactions with non-controlling interests to 
be recorded in equity if there is no change in control and these transactions will no longer 
result in goodwill or gains and losses. The standard also specifies the accounting when control 
is lost. Any remaining interest in the entity is re-measured to fair value, and a gain or loss is 
recognised in profit or loss. HKAS 27 (revised) has had no impact on the current period, as 
none of the non-controlling interests has a deficit balance; there have been no transactions 
whereby an interest in an entity is retained after the loss of control of that entity, and there 
have been no transactions with non-controlling interests.

• HK(IFRIC) 17 ‘Distribution of non-cash assets to owners’ (effective on or after 1 July 2009). 
The interpretation was published in November 2008. This interpretation provides guidance on 
accounting for arrangements whereby an entity distributes non-cash assets to shareholders 
either as a distribution of reserves or as dividends. HKFRS 5 has also been amended to require 
that assets are classified as held for distribution only when they are available for distribution 
in their present condition and the distribution is highly probable.

• HKAS 1 (amendment) ‘Presentation of financial statements’ (effective 1 January 2010). The 
amendment clarifies that the potential settlement of a liability by the issue of equity is not 
relevant to its classification as current or non current. By amending the definition of current 
liability, the amendment permits a liability to be classified as non-current (provided that the 
entity has an unconditional right to defer settlement by transfer of cash or other assets for at 
least 12 months after the accounting period) notwithstanding the fact that the entity could 
be required by the counterparty to settle in shares at any time.

• HKAS 7 (amendment), ‘Statement of cash flows’ (effective 1 January 2010). The amendment 
clarifies that only expenditures that result in a recognised asset in the balance sheet are 
eligible for classification as investing activities.

• HKAS 36 (amendment) ‘Impairment of assets’ (effective 1 January 2010). The amendment 
clarifies that the largest cash-generating unit (or group of units) to which goodwill should 
be allocated for the purposes of impairment testing is an operating segment, as defined by 
paragraph 5 of HKFRS 8, ‘Operating segments’ (that is, before the aggregation of segments 
with similar economic characteristics).



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2010
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2. Summary of significant accounting policies (continued)

2.1 Basis of preparation (continued)

• HKAS 38 (amendment), ‘Intangible assets’ (effective 1 January 2010). The amendment clarifies 
guidance in measuring the fair value of an intangible asset acquired in a business combination 
and permits the grouping of intangible assets as a single asset if each asset has similar useful 
economic lives.

• HKFRS 2 (amendments) ‘Group cash-settled share-based payment transactions’ (effective 1 
January 2010). In addition to incorporating HK(IFRIC) 8, ‘Scope of HKFRS 2’, and HK(IFRIC) 11, 
‘HKFRS 2 – Group and treasury share transactions’, the amendments expand on the guidance 
in HK(IFRIC) 11 to address the classification of group arrangements that were not covered by 
that interpretation.

• HKFRS 5 (amendment), ‘Non-current assets held for sale and discontinued operations’ 
(effective 1 January 2010). The amendment clarifies that HKFRS 5 specifies the disclosures 
required in respect of non-current assets (or disposal groups) classified as held for sale or 
discontinued operations. It also clarifies that the general requirement of HKAS 1 still apply, 
in particular paragraph 15 (to achieve a fair presentation) and paragraph 125 (sources of 
estimation uncertainty) of HKAS 1.

2.2 Consolidation

(a) Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Group has the 
power to govern the financial and operating policies generally accompanying a shareholding 
of more than one half of the voting rights. The existence and effect of potential voting rights 
that are currently exercisable or convertible are considered when assessing whether the Group 
controls another entity. Subsidiaries are fully consolidated from the date on which control is 
transferred to the Group. They are de-consolidated from the date that control ceases.

The acquisition of subsidiaries under the common control of the Company’s shareholders have 
been consolidated using the “pooling of interests” method as explained in Note 2.1.

The acquisition of subsidiaries not under the common control of the Company’s shareholders 
is accounted using the acquisition method of accounting. The consideration transferred 
for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities 
incurred and the equity interests issued by the Group. The consideration transferred includes 
the fair value of any asset or liability resulting from a contingent consideration arrangement. 
Acquisition-related costs are expensed as incurred. Identifiable assets acquired and liabilities 
and contingent liabilities assumed in a business combination are measured initially at their 
fair values at the acquisition date.

On an acquisition-by-acquisition basis, the Group recognises any non-controlling interest in 
the acquiree either at fair value or at the non-controlling interest’s proportionate share of 
the acquiree’s net assets.

Investments in subsidiaries are accounted for at cost less impairment. Cost is adjusted to 
reflect changes in consideration arising from contingent consideration amendments. Cost 
also includes directly attributable costs of investment.



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2010
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2.2 Consolidation (continued)

(a) Subsidiaries (continued)

The excess of the consideration transferred, the amount of any non-controlling interest in the 
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree 
over the fair value of the Group’s share of the identifiable net assets acquired is recorded as 
goodwill (see Note 2.6). If this is less than the fair value of the net assets of the subsidiary 
acquired in the case of a bargain purchase, the difference is recognised directly in the income 
statement.

Inter-company transactions, balances and unrealised gains on transactions between group 
companies are eliminated. Unrealised losses are also eliminated. Accounting policies of 
subsidiaries have been changed where necessary to ensure consistency with the policies 
adopted by the Group.

(b) Transactions and non-controlling interests

The Group treats transactions with non-controlling interests as transactions with equity 
owners of the Group. For purchases from non-controlling interests, the difference between 
any consideration paid and the relevant share acquired of the carrying value of net assets of 
the subsidiary is recorded in equity. Gains or losses on disposals to non-controlling interests 
are also recorded in equity.

When the Group ceases to have control or significant influence, any retained interest in 
the entity is remeasured to its fair value, with the change in carrying amount recognised in 
profit or loss. The fair value is the initial carrying amount for the purposes of subsequently 
accounting for the retained interest as an associate, joint venture or financial asset. In 
addition, any amounts previously recognised in other comprehensive income in respect of 
that entity are accounted for as if the Group had directly disposed of the related assets or 
liabilities. This may mean that amounts previously recognised in other comprehensive income 
are reclassified to profit or loss.

If the ownership interest in an associate is reduced but significant influence is retained, only 
a proportionate share of the amounts previously recognised in other comprehensive income 
are reclassified to profit or loss where appropriate.

(c) Associates and joint ventures

Associates are all entities over which the Group has significant influence but not control, 
generally accompanying a shareholding of between and including 20% and 50% of the voting 
rights. Investments in associates are accounted for using the equity method of accounting 
and are initially recognised at cost. The Group’s investments in associates include goodwill 
identified on acquisition, net of any accumulated impairment loss (see Note 2.7).

The Group’s joint ventures are entities over which the Group has contractual arrangements to 
jointly share the control over the economic activity of the entities with one or more parties. 
The Group’s interests in joint ventures are accounted for using equity method of accounting, 
net of any accumulated impairment loss (see Note 2.7), and are initially recognised at cost.
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2. Summary of significant accounting policies (continued)

2.2 Consolidation (continued)

(c) Associates and joint ventures (continued)

The Group’s share of its associates’ and joint ventures’ post-acquisition profits or losses is 
recognised in the income statement, and its share of post-acquisition movements in other 
comprehensive income is recognised in other comprehensive income. The cumulative post-
acquisition movements are adjusted against the carrying amount of the investment. When 
the Group’s share of losses in an associate or joint venture equals or exceeds its interest in 
the associate or joint venture, including any other unsecured receivables, the Group does 
not recognise further losses, unless it has incurred obligations or made payments on behalf 
of the associate or joint venture.

Unrealised gains on transactions between the Group and its associates and joint ventures are 
eliminated to the extent of the Group’s interest in the associates and joint ventures. Unrealised 
losses are also eliminated unless the transaction provides evidence of an impairment of the 
asset transferred. Accounting policies of associates and joint ventures have been changed 
where necessary to ensure consistency with policies adopted by the Group.

Dilution gains and losses arising in investments in associates and joint ventures are recognised 
in the income statement.

2.3 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided for 
the chief operating decision maker. The chief operating decision maker, who is responsible for 
allocating resources and assessing performance of the operating segments, has been identified as 
the chief executive officer who makes strategic decisions.

2.4 Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured 
using the currency of the primary economic environment in which the entity operates (‘the 
functional currency’). The financial statements are presented in United States Dollar (‘US$’), 
which is the Company’s functional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange 
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting 
from the settlement of such transactions and from the translation at year-end exchange rates 
of monetary assets and liabilities denominated in foreign currencies are recognised in the 
income statement except when deferred in other comprehensive income as qualifying cash 
flow hedges and qualifying net investment hedges.

Translation differences on non-monetary financial assets and liabilities such as equities held 
at fair value through profit or loss are recognised in profit or loss as part of fair value gain 
or loss.
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2. Summary of significant accounting policies (continued)

2.4 Foreign currency translation (continued)

(c) Group companies

The results and financial position of all the group entities (none of which has the currency of 
a hyper-inflationary economy) that have a functional currency different from the presentation 
currency are translated into the presentation currency as follows:

(i)  assets and liabilities for each balance sheet presented are translated at the closing rate 
at the date of that balance sheet;

(ii)  income and expenses for each income statement are translated at average exchange 
rates (unless this average is not a reasonable approximation of the cumulative effect 
of the rates prevailing on the transaction dates, in which case income and expenses 
are translated at the rate on the dates of the transactions); and

(iii)  all resulting exchange differences are recognised in other comprehensive income.

On consolidation, exchange differences arising from the translation of the net investment in 
foreign operations, and of borrowings and other currency instruments designated as hedges 
of such investments, are taken to other comprehensive income. When a foreign operation is 
partially disposed of or sold, exchange differences that were recorded in equity are recognised 
in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated 
as assets and liabilities of the foreign entity and translated at the closing rate.

2.5 Property, plant and equipment

Freehold land is initially recognised at cost and subsequently stated at cost less accumulated 
impairment losses (Note 2.7). Other property, plant and equipment are initially recognised at cost 
and subsequently stated at historical cost less accumulated depreciation and accumulated impairment 
losses (Note 2.7). Historical cost includes expenditure that is directly attributable to the acquisition 
of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will 
flow to the Group and the cost of the item can be measured reliably. The carrying amount of the 
replaced part is derecognised. All other repairs and maintenance costs are charged to the income 
statement during the financial period in which they are incurred.

Freehold land and construction work in progress are not depreciated. Depreciation on other items 
of property, plant and equipment are calculated using the straight-line method to allocate their cost 
to their residual values over their estimated useful lives, as follows:

Buildings and improvements 5 – 30 years
Office and computer equipment, furniture and fittings 3 – 5 years
Equipment and terminals 15 years
Vessels 5 – 30 years
Motor vehicles 10 years
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2. Summary of significant accounting policies (continued)

2.5 Property, plant and equipment (continued)

Fully depreciated property, plant and equipment are retained in the financial statements until they 
are no longer in use.

The assets’ residual values, useful lives, and depreciation method are reviewed, and adjusted if 
appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s 
carrying amount is greater than its estimated recoverable amount (Note 2.7).

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount 
and are recognised within ‘Other gains/(losses) – net’ in the income statement.

2.6 Intangible assets

(a) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s 
share of the net identifiable assets of the acquired subsidiary at the date of acquisition. 
Goodwill on acquisitions of subsidiaries is included in ‘Intangible assets’. Goodwill on 
acquisitions of associates and joint ventures is included in ‘Investments in associates’ and 
‘Investments in joint ventures’ and is tested for impairment as part of the overall balance. 
Separately recognised goodwill is tested annually for impairment and carried at cost less 
accumulated impairment losses. Impairment losses on goodwill are not reversed. Gains and 
losses on the disposal of an entity include the carrying amount of goodwill relating to the 
entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The 
allocation is made to those cash-generating units or groups of cash-generating units that are 
expected to benefit from the business combination in which the goodwill arose.

(b) Computer software

Costs associated with maintaining computer software programmes are recognised as an 
expense as incurred. Development costs that are directly attributable to the design and 
testing of identifiable and unique software products controlled by the Group are recognised 
as intangible assets when the following criteria are met:

(i) it is technically feasible to complete the software product so that it will be available 
for use;

(ii)  management intends to complete the software product and use or sell it;

(iii)  there is an ability to use or sell the software product;

(iv) it can be demonstrated how the software product will generate probable future 
economic benefits;
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2. Summary of significant accounting policies (continued)

2.6 Intangible assets (continued)

(b) Computer software (continued)

(v)  adequate technical, financial and other resources to complete the development and 
to use or sell the software product are available; and

(vi) the expenditure attributable to the software product during its development can be 
reliably measured.

Directly attributable costs that are capitalised as part of the software product include the 
software development employee costs and an appropriate portion of relevant overheads. 
Other development expenditures that do not meet these criteria are recognised as an expense 
as incurred. Development costs previously recognised as an expense are not recognised as 
an asset in a subsequent period.

Computer software development costs recognised as assets are amortised over their estimated 
useful lives, which do not exceed three years.

(c) Contractual customer relationships

Contractual customer relationships acquired in a business combination are recognised at fair 
value at the acquisition date. The contractual customer relationships have a finite useful life 
and are at cost less accumulated amortisation. Amortisation is calculated using the straight-line 
method over three to five years, which is the expected life of the customer relationships.

(d) Licenses

Separately acquired licenses are shown at historical cost. Licenses acquired in a business 
combination are recognised at fair value at the acquisition date. Licenses have a finite useful 
life and are carried at cost less accumulated amortisation. Amortisation is calculated using 
the straight-line method to allocate the cost of licenses over their estimated useful lives of 
10 years.

2.7 Impairment of non-financial assets

Assets that have an indefinite useful life, for example goodwill, or intangible assets not ready to 
use, are not subject to amortisation and are tested annually for impairment. Assets that are subject 
to amortisation are reviewed for impairment whenever events or changes in circumstances indicate 
that the carrying amount may not be recoverable. An impairment loss is recognised for the amount 
by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is 
the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing 
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash 
flows (cash-generating units). Non-financial assets other than goodwill that suffered impairment 
are reviewed for possible reversal of the impairment at each reporting date.
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2. Summary of significant accounting policies (continued)

2.8 Financial assets

(a) Classification

The Group classifies its financial assets in the following categories: at fair value through 
profit or loss, and loans and receivables. The classification depends on the purpose for which 
the financial assets were acquired. Management determines the classification of its financial 
assets at initial recognition.

(i) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. 
A financial asset is classified as held for trading if acquired principally for the purpose of 
selling in the short term. Derivatives are categorised as held for trading unless they are 
designated as hedges. Assets in this category are classified as current assets if expected 
to be settled within 12 months; otherwise, they are classified as non-current.

(ii) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market. They are included in current assets, 
except for maturities greater than 12 months after the balance sheet date. These are 
classified as non-current assets. The Group’s loans and receivables comprise ‘Trade 
and other receivables’ (Note 2.12) and ‘Cash and cash equivalents’ (Note 2.13) in the 
balance sheet.

(b) Recognition and derecognition

Regular purchases and sales of financial assets are recognised on trade-date – the date on 
which the Group commits to purchase or sell the asset. Financial assets are derecognised 
when the rights to receive cash flows from the financial assets have expired or have been 
transferred and the Group has transferred substantially all risks and rewards of ownership. 
On disposal of a financial asset, the difference between the carrying amount and the sale 
proceeds is recognised in the income statement. Any amount in the fair value reserve relating 
to that asset is transferred to the income statement.

Trade receivables that are factored out to banks and other financial institutions with recourse 
to the Group are not derecognised until the recourse period has expired and the risks and 
rewards of the receivables have been fully transferred. The corresponding cash received from 
the financial institutions is recorded as borrowings.

(c) Initial measurement

Financial assets are initially recognised at fair value plus transaction costs except for financial 
assets at fair value through profit or loss, which are recognised at fair value. Transaction 
costs for financial assets at fair value through profit or loss are recognised immediately as 
expenses.
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2. Summary of significant accounting policies (continued)

2.8 Financial assets (continued)

(d) Subsequent measurement

Financial assets at fair value through profit or loss are subsequently carried at fair value. 
Loans and receivables are subsequently carried at amortised cost using the effective interest 
method.

Gains and losses arising from changes in the fair value of financial assets at fair value through 
profit or loss are presented in the income statement within ‘Other gains/(losses) – net’ in the 
period in which they arise. Dividend income from financial assets at fair value through profit 
or loss is recognised in the income statement as part of other income when the Group’s right 
to receive payments is established.

(e) Determination of fair value

The fair values of quoted financial assets are based on current bid prices.

(f) Impairment

The Group assesses at each balance sheet date whether there is objective evidence that a 
financial asset or a group of financial assets is impaired and recognises an allowance for 
impairment when such evidence exists.

Loans and receivables

Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy, 
and default or significant delay in payments are objective evidence that these financial assets 
are impaired.

The carrying amount of these assets is reduced through the use of an impairment allowance 
account which is calculated as the difference between the carrying amount and the present 
value of estimated future cash flows, discounted at the original effective interest rate. When 
the asset becomes uncollectible, it is written off against the allowance account. Subsequent 
recoveries of amounts previously written off are recognised against the same line item in the 
income statement.

The allowance for impairment loss account is reduced through the income statement in a 
subsequent period when the amount of impairment loss decreases and the related decrease 
can be objectively measured. The carrying amount of the asset previously impaired is increased 
to the extent that the new carrying amount does not exceed the amortised cost, had no 
impairment been recognised in prior periods.
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2. Summary of significant accounting policies (continued)

2.9 Financial guarantees

The Company has issued corporate guarantees to banks for borrowings of its subsidiaries. These 
guarantees are financial guarantees as they require the Company to reimburse the banks if the 
subsidiaries fail to make principal or interest payments when due in accordance with the terms of 
their borrowings.

Financial guarantees are initially recognised at their fair values plus transaction costs in the 
Company’s balance sheet.

Financial guarantees are subsequently amortised to the income statement over the period of the 
subsidiaries’ borrowings, unless it is probable that the Company will reimburse the bank for an 
amount higher than the unamortised amount. In this case, the financial guarantees shall be carried 
at the expected amount payable to the bank in the Company’s balance sheet.

Intragroup transactions are eliminated on consolidation.

2.10 Derivative financial instruments and hedging activities

A derivative financial instrument is initially recognised at fair value on the date the contract is entered 
into and is subsequently remeasured at its fair value. The method of recognising the resulting gain 
or loss depends on whether the derivative is designated as a hedging instrument, and if so, the 
nature of the item being hedged. The Group designates certain derivatives as hedges of a particular 
risk associated with a recognised asset or liability or a highly probable forecast transaction (cash 
flow hedge).

The Group documents at the inception of the transaction the relationship between the hedging 
instruments and hedged items, as well as its risk management objective and strategies for 
undertaking various hedge transactions. The Group also documents its assessment, both at hedge 
inception and on an ongoing basis, of whether the derivatives designated as hedging instruments 
are highly effective in offsetting changes in fair value or cash flows of the hedged items.

The carrying amount of a derivative designated as a hedge is presented as a non-current asset or 
liability if the remaining expected life of the hedged item is more than 12 months, and as a current 
asset or liability if the remaining expected life of the hedged item is less than 12 months. Trading 
derivatives are presented as a current asset or liability.

(a) Cash flow hedge

The Group has entered into interest rate swaps that are cash flow hedges for the Group’s 
exposure to interest rate risk on its borrowings. These contracts entitle the Group to receive 
interest at floating rates on notional principal amounts and oblige the Group to pay interest 
at fixed rates on the same notional principal amounts, thus allowing the Group to raise 
borrowings at floating rates and swap them into fixed rates.

The fair value changes on the effective portion of interest rate swaps designated as cash 
flow hedges are recognised in other comprehensive income and transferred to the income 
statement when the interest expense on the borrowings is recognised in the income statement 
within “Finance expenses”. The fair value changes on the ineffective portion of interest rate 
swaps are recognised immediately in the income statement within “Other gains/(losses) – 
net”.
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2. Summary of significant accounting policies (continued)

2.10 Derivative financial instruments and hedging activities (continued)

(b) Derivatives that do not qualify for hedge accounting

The Group also uses derivative instruments for risk management purposes. Although these 
derivatives are linked to the inventory or underlying transactions, they do not meet the 
criteria for hedge accounting as defined by the Hong Kong Accounting Standard (“HKAS”) 
39 “Financial Instruments: Recognition and measurement” and thus do not qualify for 
hedge accounting. Changes in the fair value of these derivative instruments are recognised 
immediately in the income statement within ‘Other gains/(losses) – net’.

2.11 Inventories

Inventories are stated 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 change.

2.12 Trade receivables

Trade receivables are amounts due from customers for merchandise sold or services performed in the 
ordinary course of business. If collection is expected in one year or less (or in the normal operating 
cycle of the business if longer), they are classified as current assets. If not, they are presented as 
non-current assets.

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost, 
using the effective interest method, less allowance for impairment.

2.13 Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents includes cash in hand, deposits 
held at call with banks, and other short-term highly liquid investments with original maturities of 
three months or less, net of bank overdrafts and bank balances and deposits pledged with banks 
for bank loans. Bank overdrafts are presented as current borrowings on the balance sheet.

2.14 Share capital and treasury shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new 
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds.

When any group company purchases the Company’s ordinary shares (“treasury shares”), the 
consideration paid including any directly attributable incremental cost is presented as a component 
within equity attributable to the Company’s equity holders, until they are cancelled, sold or re-
issued.

When treasury shares are subsequently cancelled, the cost of treasury shares are deducted against 
the share capital account if the shares are purchased out of capital of the Company, or against the 
retained profits of the Company if the shares are purchased out of earnings of the Company.

When treasury shares are subsequently sold or re-issued pursuant to the employee share option 
scheme, the cost of treasury shares is reversed from the treasury share account and the realised gain 
or loss on sale or re-issue, net of any directly attributable incremental transaction costs and related 
income tax, is included in equity attributable to the Company’s equity holders.
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2. Summary of significant accounting policies (continued)

2.15 Merger reserve

In applying the pooling of interests method (Note 2.1), the consolidated income statement and 
consolidated cash flow statement include the results of operations and cash flows of the companies 
comprising the Group as at 31 August 2006 as if the structure of the Group had been in existence 
prior to that date. The assets and liabilities are brought into the consolidated balance sheets at their 
existing carrying amounts. Any difference between the amount recorded as share capital issued 
and the amount for the share capital acquired are adjusted against equity. Expenditure incurred in 
relation to a uniting of interests is recognised as an expense in the period incurred.

2.16 Trade and other payables

Trade payables are obligations to pay for goods and services that have been acquired in the ordinary 
course of business from suppliers. Trade and other payables are classified as current liabilities if 
payment is due within one year or less (or in the normal operating cycle of the business if longer). 
If not, they are presented as non-current liabilities.

Trade and other payables are recognised initially at fair value and subsequently measured at 
amortised cost using the effective interest method.

2.17 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are 
subsequently carried at amortised cost; any difference between the proceeds (net of transaction 
costs) and the redemption value is recognised in the income statement over the period of the 
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer 
settlement for at least 12 months after the balance sheet date.

Borrowing costs incurred to finance the construction of property, plant and equipment are capitalised 
during the period of time that is required to complete and prepare the asset for its intended use. 
The amount of borrowing cost capitalised in an asset is the actual borrowing costs incurred during 
the period less any investment income on the temporary investment of those borrowings.

Other borrowing costs are recognised on a time-proportion basis in the income statement using 
the effective interest method.
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2. Summary of significant accounting policies (continued)

2.18 Current and deferred income taxes

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income 
statement, except to the extent that it relates to items recognised in other comprehensive income 
or directly in equity. In this case the tax is also recognised in other comprehensive income or directly 
in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively 
enacted at the balance sheet date in the countries where the Company and its subsidiaries operate 
and generate taxable income. Management periodically evaluates positions taken in tax returns with 
respect to situations in which applicable tax regulations are subject to interpretation and establishes 
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary differences arising 
between the tax bases of assets and liabilities and their carrying amounts in the consolidated 
financial statements. However, deferred tax liabilities are not recognised if they arise from the initial 
recognition of goodwill; deferred income tax is not accounted for if it arises from initial recognition 
of an asset or liability in a transaction other than a business combination that at the time of the 
transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined 
using tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date 
and are expected to apply when the related deferred income tax asset is realised or the deferred 
income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable 
profit will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, joint 
ventures and associates, except for deferred income tax liability where the timing of the reversal of 
the temporary difference is controlled by the Group and it is probable that the temporary difference 
will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to 
offset current tax assets against current tax liabilities and when the deferred income tax assets and 
liabilities relate to income taxes levied by the same taxation authority or either the taxable entity or 
different taxable entities where there is an intention to settle the balances in a net basis.
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2. Summary of significant accounting policies (continued)

2.19 Employee benefits

(i) Defined benefit plans

The Group operates various pension schemes, including defined benefit plans. These defined 
benefit plans provide defined pension benefits to employees on or after retirement, the 
amount of which depends on one or more factors such as age, salary and years of service.

The liability recognised in the balance sheet in respect of defined benefit pension plans is 
the present value of the defined benefit obligations at the balance sheet date less the fair 
value of plan assets, together with adjustments for unrecognised actuarial gains or losses 
and unrecognised past-service costs. The defined benefit obligation is calculated annually 
by independent actuaries using the projected unit credit method. The present value of the 
defined benefit obligation is determined by discounting the estimated future cash outflows 
using interest rates of high quality corporate bonds that are denominated in the currency in 
which the benefits will be paid and that have terms to maturity approximating the terms of 
the related pension liability. When plan assets, together with adjustments for unrecognised 
actuarial gains or losses and unrecognised past-service costs, exceed pension obligations, the 
balance is classified as a current asset.

Actuarial gains and losses arising from experience adjustments and changes in actuarial 
assumptions are charged or credited to the income statement in the period in which they 
arise.

Past-service costs are recognised immediately in income, unless the changes in the pension 
plan are conditional on the employees remaining in service for a specific period of time (the 
vesting period). In this case, the past-service costs are amortised on a straight-line basis over 
the vesting period.

(ii) Defined contribution plans

The Group has defined contribution plans. A defined contribution plan is a pension plan under 
which the Group pays fixed contributions into a separate entity. The Group has no legal or 
constructive obligations to pay further contributions if the fund does not hold sufficient assets 
to pay all employees the benefits relating to employee service in the current and prior periods. 
The contributions are recognised as employee benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the extent that a cash refund or a reduction in 
the future payments is available.
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2. Summary of significant accounting policies (continued)

2.19 Employee benefits (continued)

(iii) Share-based compensation

The Group operates a share-based compensation plan in which the terms of the arrangement 
provide the Group with the choice of whether to settle in cash or by issuing equity instruments. 
If the Group has a present obligation to settle in cash, the fair value of the employee services 
received in exchange for the grant of the options is recognised as an expense with the 
recognition of a corresponding liability over the vesting period. Until the liability is settled, it 
is re-measured at each reporting date with changes in fair value recognised in profit or loss. If 
the Group does not have a present obligation to settle in cash, the fair value of the employee 
services received in exchange for the grant of the options is recognised as an expense in the 
income statement with a corresponding increase in the share option reserve over the vesting 
period. The total amount to be expensed over the vesting period is determined by reference to 
the fair value of the options granted on the date of the grant. Non-market vesting conditions 
are included in the assumptions about the number of options that are expected to vest. The 
total amount to be expensed is recognised over the vesting period, which is the period over 
which all of the specified vesting conditions are to be satisfied. At each balance sheet date, 
the Group revises its estimates of the number of options that are expected to vest based 
on the non-market vesting conditions. It recognises the impact of the revision to original 
estimates, if any, in the income statement, with a corresponding adjustment to the share 
option reserve over the remaining vesting period.

When the options are exercised, the proceeds received (net of transaction costs) and the 
related balance previously recognised in the share option reserve are credited to share capital 
account, when new ordinary shares are issued, or to the “treasury shares” account, when 
treasury shares are re-issued to the employees.

(iv) Bonus plans

The Group recognises a liability and an expense for bonuses. The Group recognises a provision 
where contractually obliged or where there is a past practice that has created a constructive 
obligation.

2.20 Provisions

Provisions for reinstatement, restructuring and legal claims are recognised when: the Group has 
a present legal or constructive present obligation as a result of past events; it is probable that an 
outflow of resources will be required to settle the obligation; and the amount has been reliably 
estimated. Restructuring provisions comprise lease termination penalties and employee termination 
payments. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in 
settlement is determined by considering the class of obligations as a whole. A provision is recognised 
even if the likelihood of an outflow with respect to any one item included in the same class of 
obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle 
the obligation using a pre-tax rate that reflects current market assessments of the time value of 
money and the risks specific to the obligation. The increase in the provision due to passage of time 
is recognised as interest expense.

Changes in the estimated timing or amount of the expenditure or discount rate are recognised in 
the income statement when the changes arise.
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2. Summary of significant accounting policies (continued)

2.21 Investments in subsidiaries, joint ventures and associates

Investments in subsidiaries, joint ventures and associates are carried at cost less accumulated 
impairment losses in the Company’s balance sheet. On disposal of investments in subsidiaries, joint 
ventures and associated companies, the difference between disposal proceeds and the carrying 
amounts of the investments is recognised in the income statement.

2.22 Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods 
and services in the ordinary course of the Group’s activities. Revenue is shown, net of sales tax, 
returns, rebates and discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable 
that future economic benefits will flow to the entity and when specific criteria have been met for 
each of the Group’s activities as described below. The Group bases its estimates on historical results, 
taking into consideration the type of customer, the type of transaction and the specifics of each 
arrangement.

Revenue is recognised as follows:

(a) Sales of marine fuel products are recognised upon passing of title to the customer which 
generally coincides with delivery and acceptance of the goods sold.

(b) Chartering income on time charters is recognised when the services are rendered, on a time 
proportion basis according to the agreements in place.

(c)  Demurrage income is recognised if a claim is considered probable.

(d)  Revenue from the sale of software products is recognised when the sale is completed with 
the passing of the title. Revenue from software development is recognised based on software 
developed and billed to clients as per the terms of the specific contracts.

(e)  Revenue from the provision of services is recognised when the services are rendered.

(f)  Other rental income, including terminal income, from operating leases is recognised on a 
straight-line basis over the lease term.

(g) Interest income is recognised on a time proportion basis, using the effective interest 
method.

(h)  Dividend income is recognised when the right to receive payment is established.
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2. Summary of significant accounting policies (continued)

2.23 Leases

(a)  When the Group is the lessee:

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by 
the lessor are classified as operating leases. Payments made under operating leases (net of 
any incentives received from the lessors) are charged to the income statement on a straight-
line basis over the period of the lease.

When an operating lease is terminated before the lease period has expired, any payment made 
to the lessor as penalty is recognised as an expense when termination takes place.

Finance leases

Leases where the Group assumes substantially all risks and rewards incidental to ownership 
of the leased assets are classified as finance leases.

The leased assets and the corresponding lease liabilities (net of finance charges) under finance 
leases are recognised on the balance sheet as property, plant and equipment and borrowings 
respectively, at the inception of the leases based on the lower of the fair value of the leased 
assets and the present value of the minimum lease payments.

Each lease payment is apportioned between the finance expense and the reduction of the 
outstanding lease liability. The finance expense is recognised in the income statement on a 
basis that reflects a constant periodic rate of interest on the finance lease liability.

(b) When the Group is the lessor:

Operating leases

Leases of property, plant and equipment where the Group retains substantially all risks and 
rewards incidental to ownership are classified as operating leases.

Rental income from operating leases (net of any incentives given to lessees) is recognised in 
the income statement on a straight-line basis over the lease term.

Initial direct costs incurred by the Group in negotiating and arranging operating leases are 
added to the carrying amount of the leased assets and recognised as an expense in the income 
statement over the lease term on the same basis as the lease income.

2.24 Dividend distribution

Interim dividends are recorded in the financial year in which they are declared payable. Final 
dividends are recognised as a liability in the Group’s financial statements in the period in which the 
dividends are approved by the Company’s shareholders.
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2. Summary of significant accounting policies (continued)

2.25 Fair value estimation

The fair value of financial instruments traded in active markets is based on quoted market prices at 
the balance sheet date. The quoted market prices used for financial assets held by the Group are 
the current bid prices; the quoted market prices used for financial liabilities held by the Group are 
the current ask prices.

The fair value of financial instruments that are not traded in an active market is determined by 
using valuation techniques. The fair value of interest rate swaps is calculated as the present value 
of the estimated future cash flows discounted at actively quoted interest rates. The fair value of 
forward foreign exchange contracts is determined using quoted forward exchange rates at the 
balance sheet date.

The carrying amounts of current financial assets and liabilities carried at amortised cost approximate 
their fair value. The fair value of financial liabilities for disclosure purposes is estimated by discounting 
the future contractual cash flows at the current market interest rate that is available to the Group 
for similar financial instruments.

2.26 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when 
there is a legally enforceable right to offset the recognised amounts and there is an intention to 
settle on a net basis, or realise the asset and settle the liability simultaneously.

2.27 Standards, interpretations and amendments to existing standards that are not yet effective

The following standards, interpretations and amendments to existing standards have been published 
and are mandatory for the Group’s accounting periods beginning on or after 1 January 2011 or 
later periods, but the Group has not early adopted them:

HKFRS 9, ‘Financial instruments’, issued in November 2009. This standard is the first step in the 
process to replace HKAS 39, ‘Financial instruments: recognition and measurement’. HKFRS 9 
introduces new requirements for classifying and measuring financial assets and is likely to affect 
the Group’s accounting for its financial assets. The standard is not applicable until 1 January 2013 
but is available for early adoption. The Group is yet to assess HKFRS 9’s full impact.

Revised HKAS 24 (revised), ‘Related party disclosures’, issued in November 2009. It supersedes 
HKAS 24, ‘Related party disclosures’, issued in 2003. HKAS 24 (revised) is mandatory for periods 
beginning on or after 1 January 2011. The revised standard clarifies and simplifies the definition of 
a related party and removes the requirement for government-related entities to disclose details of 
all transactions with the government and other government-related entities. The Group will apply 
the revised standard from 1 January 2011. When the revised standard is applied, the Group and the 
Company will need to disclose any transactions between its subsidiaries and its associates and joint 
ventures. It is not expected to have a material impact on the Group’s related party disclosures.
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2. Summary of significant accounting policies (continued)

2.27 Standards, interpretations and amendments to existing standards that are not yet effective 
(continued)

HKAS 32 (Amendment), ‘Classification of rights issues’, issued in October 2009. The amendment 
applies to annual periods beginning on or after 1 February 2010. Earlier application is permitted. 
The amendment addresses the accounting for rights issues that are denominated in a currency other 
than the functional currency of the issuer. Provided certain conditions are met, such rights issues 
are now classified as equity regardless of the currency in which the exercise price is denominated. 
Previously, these issues had to be accounted for as derivative liabilities. The amendment applies 
retrospectively in accordance with HKAS 8 ‘Accounting policies, changes in accounting estimates 
and errors’. The Group will apply the amended standard from 1 January 2011. It is not expected to 
have an impact on the Group’s or Company’s financial statements.

HK(IFRIC) 19, ‘Extinguishing financial liabilities with equity instruments’, effective 1 July 2010. 
The interpretation clarifies the accounting by an entity when the terms of a financial liability 
are renegotiated and result in the entity issuing equity instruments to a creditor of the entity to 
extinguish all or part of the financial liability (debt for equity swap). It requires a gain or loss to 
be recognised in profit or loss, which is measured as the difference between the carrying amount 
of the financial liability and the fair value of the equity instruments issued. If the fair value of the 
equity instruments issued cannot be reliably measured, the equity instruments should be measured 
to reflect the fair value of the financial liability extinguished. The Group will apply the interpretation 
from 1 January 2011. It is not expected to have any impact on the Group’s or Company’s financial 
statements.

HK(IFRIC) 14 (amendments), ‘Prepayments of a minimum funding requirement’. The amendments 
correct an unintended consequence of HK(IFRIC) 14, ‘HKAS 19 – The limit on a defined benefit 
asset, minimum funding requirements and their interaction’. Without the amendments, entities 
are not permitted to recognise as an asset some voluntary prepayments for minimum funding 
contributions. This was not intended when HK(IFRIC) 14 was issued, and the amendments correct 
this. The amendments are effective for annual periods beginning 1 January 2011. Earlier application 
is permitted. The amendments should be applied retrospectively to the earliest comparative period 
presented. The Group will apply these amendments for the financial reporting period commencing 
on 1 January 2011. The new guidance is not expected to have a material impact on the Group’s or 
Company’s financial statements.

HKFRS 7 (Amendments), ‘Financial instruments: Disclosures – Transfers of financial assets’, effective 
1 July 2011. The HKICPA has issued an amendment to HKFRS 7, ‘Financial instruments: Disclosures’, 
to require additional disclosures in respect of risk exposures arising from transferred financial assets. 
The amendment includes a requirement to disclose by class of asset the nature, carrying amount 
and a description of the risks and rewards of financial assets that have been transferred to another 
party yet remain on the entity’s balance sheet. Disclosures are also required to enable a user to 
understand the amount of any associated liabilities, and the relationship between the financial assets 
and associated liabilities. The Group will apply the amended standard from 1 January 2012. It is not 
expected to have any material impact on the Group’s or Company’s financial statements.
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2. Summary of significant accounting policies (continued)

2.27 Standards, interpretations and amendments to existing standards that are not yet effective 
(continued)

HKAS 12 (amendments), ‘Income taxes’, effective 1 January 2012. Currently HKAS 12, ‘Income 
taxes’, requires an entity to measure the deferred tax relating to an asset depending on whether 
the entity expects to recover the carrying amount of the asset through use or sale. It can be difficult 
and subjective to assess whether recovery will be through use or through sale when the asset is 
measured using the fair value model in HKAS 40 Investment Property. Hence this amendment 
introduces an exception to the existing principle for the measurement of deferred tax assets or 
liabilities arising on investment property measured at fair value. The Group will apply the amended 
standard from 1 January 2012. It is not expected to have an impact on the Group’s or Company’s 
financial statements.

3. Critical accounting estimates and judgements

The Group makes estimates and assumptions concerning the future. The resulting accounting 
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and 
liabilities within the next financial year are discussed below.

(a) Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with 
the accounting policy stated in Note 2.7. The recoverable amounts of cash-generating units 
have been determined based on value-in-use calculations. These calculations require the use 
of estimates (Note 14).

If the management’s estimated growth rate had been lower by 1%, the carrying value of 
goodwill would not be materially affected.

If the management’s estimated pre-tax discount rate applied to the discounted cash flows 
had been raised by 1%, the carrying values of goodwill would not be materially affected.

(b) Income taxes

The Group is subject to income taxes in a number of jurisdictions. Significant judgement is 
required in determining the worldwide provision for income taxes. There are many transactions 
and calculations for which the ultimate tax determination is uncertain during the ordinary 
course of business. 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 current and deferred income tax assets and liabilities in the period in which such 
determination is made.
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4. Cash and cash equivalents

  Group   Company
2010 2009 2010 2009

Cash at bank and on hand 29,994 58,066 827 384
Short term deposits with financial 
 institutions 26,210 12,313 19 403

56,204 70,379 846 787

Cash and cash equivalents are denominated in the following currencies:

  Group   Company
2010 2009 2010 2009

United States Dollar 43,259 53,005 185 551
Euro 2,165 1,847 – –
Singapore Dollar 7,926 11,013 661 215
Others 2,854 4,514 – 21

56,204 70,379 846 787

Short term deposits with financial institutions have the following weighted average effective interest 
rates at the balance sheet date:

  Group   Company
2010 2009 2010 2009

United States Dollar 0.13% 0.42% 0.10% 0.10%
Others 0.48% 0.49% – –

Short term deposits with financial institutions mature within 2.3 months (2009: 2.5 months) from 
balance sheet date.

For the purpose of presenting the consolidated statement of cash flows, the consolidated cash and 
cash equivalents comprise the following:

  Group
2010 2009

Cash and cash equivalents 56,204 70,379
Less: Bank balances and deposits pledged with banks for bank loans (32,537) (20,741)
Less: Bank overdrafts (Note 18) (55,710) (132,099)

(32,043) (82,461)
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4. Cash and cash equivalents (continued)

Acquisition of subsidiary

There were no acquisitions in 2010.

In 2009, the Group paid US$4,137 as additional consideration for the past acquisition of a subsidiary 
pursuant to the satisfaction of conditions set out in the sale and purchase agreement (Note 14).

Disposal of subsidiary

There were no disposals in 2010.

On 19 November 2009, the Group disposed of its entire interest in Informed Decisions Corporation 
for a consideration of US$15,495.

The effects of the disposal of the subsidiary on the cash flows of the Group were:

2009
Carrying 
amount

Identifiable assets and liabilities
Cash and cash equivalents (7,091)
Trade and other receivables (4,247)
Inventories (18)
Property, plant and equipment (111)
Intangible assets (Note 14) (2,233)
Other current assets (139)

Total assets (13,839)

Trade and other payables 11,660
Borrowings 59

Total liabilities 11,719

Identifiable net assets (2,120)
Less: Non-controlling interests 22

Identifiable net assets disposed (2,098)

Gain on disposal (Note 25) 13,397

Total sale consideration 15,495
Less: Consideration receivable (5,100)

Cash proceeds from disposal 10,395
Less: Cash and cash equivalents in subsidiary disposed (7,091)

Net cash inflow on disposal 3,304
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5. Derivative financial instruments

  Group   Company
2010 2009 2010 2009

Cash flow hedge
Interest-rate swaps (Note 2.10 and 22) (7,269) (7,526) – –

Non-hedging derivative instruments
Derivative commodity contracts 
 (Note 2.10) 1,504 (22,396) – –
Forward fixed priced physical contracts (3,636) – – –
Interest-rate swaps (Note 2.10) (697) – (7,216) (6,917)

Total (10,098) (29,922) (7,216) (6,917)

Analysed as:
Group 2010 2009

Notional 
principal 
amount Fair values

Notional 
principal 
amount Fair values

Assets Liabilities Assets Liabilities

Commodity swaps1 451,395 5,874 (3,459) 648,660 206 (18,995)
Commodity futures1 74,522 – (911) 55,162 – (3,607)
Interest-rate swaps2 156,046 – (7,966) 224,170 – (7,526)
Forward fixed priced 
 physical contracts3 275,466 2,394 (6,030) – – –

8,268 (18,366) 206 (30,128)

Comprises:
Current portion 8,268 (13,718) 206 (26,142)
Non-current portion – (4,648) – (3,986)

8,268 (18,366) 206 (30,128)

Analysed as:
Company 2010 2009

Notional 
principal
Amount Fair values

Notional 
principal
amount Fair values

Assets Liabilities Assets Liabilities

Interest-rate swaps2 145,343 – (7,216) 211,646 – (6,917)

– (7,216) – (6,917)

Comprises:
Current portion – (3,139) – (3,231)
Non-current portion – (4,077) – (3,686)

– (7,216) – (6,917)
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5. Derivative financial instruments (continued)

1 Derivative commodity contracts mature within 7 months (2009: 3 months) from balance sheet date.

2 Interest rate swaps are entered into to hedge floating quarterly interest payments on borrowings. Fair value 

gains and losses on the interest rate swaps recognised in the hedging reserve are transferred to the income 

statement as part of interest expense over the period of the borrowings. The swaps will mature within 1 to 5 

years (2009: 1 to 6 years) from balance sheet date.

3 Forward fixed priced physical contracts mature within 7 months (2009: Nil) from balance sheet date.

Derivative financial instruments are denominated in United States Dollar.

6. Financial assets at fair value through profit or loss

  Group   Company
2010 2009 2010 2009

Held for trading 
Listed securities :
– Equity securities – Singapore 1,039 1,026 1,039 1,026

Changes in fair values of other financial assets at fair value through profit or loss are recorded within 
Other gains/(losses) – net’ in the income statement (Note 25). The fair values of all equity securities 
are based on their current bid prices in an active market.

Financial assets at fair value through profit or loss are denominated in Singapore Dollar.

7. Other current assets

  Group   Company
2010 2009 2010 2009

Advances to suppliers 4,853 38,687 – –
Deposits 1,395 1,608 – –
Prepayments 10,038 10,657 153 181

16,286 50,952 153 181
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8. Trade and other receivables

  Group   Company
2010 2009 2010 2009

Current
Trade receivables:
– Subsidiaries – – 984 221
– Associates 46 2,998 – –
– Joint ventures 4,860 7,214 35 –
– Fellow subsidiaries (Note 36) 17,968 – – –
– Other related parties 601 1,506 50 4
– Third parties 582,851 526,504 – –

606,326 538,222 1,069 225

Less: All owance for impairment of trade 
receivables – third parties (2,219) (4,361) – –

Trade receivables – net 604,107 533,861 1,069 225

Other receivables:
– Subsidiaries – – 77,204 83,791
– Associates 1,498 – – –
– Joint ventures 13 13 12 13
– Fellow subsidiaries (Note 36) 321 – – –
– Other related parties – 1,098 – –
– Third parties 32,101 47,690 9,002 26,409

33,933 48,801 86,218 110,213

638,040 582,662 87,287 110,438

Non-current
Trade receivables:
– Associates – 1,252 – –

– 1,252 – –

Other receivables:
– Associates 907 2,903 – –
– Third parties 4,257 3,293 – –

5,164 6,196 – –

5,164 7,448 – –

Total 643,204 590,110 87,287 110,438

Concentrations of credit risk with respect to trade receivables are limited due to the Group’s large 
number of customers who are internationally dispersed.

Trade receivables of the Group amounting to US$23,742 (2009: US$55,329) at balance sheet date 
have been pledged as security for bank borrowings (Note 18).
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8. Trade and other receivables (continued)

Trade receivables of the Group amounting to US$186,000 (2009: US$199,042) have been sold 
to a financial institution pursuant to a Receivables Purchase Agreement. The gross amount of 
trade receivables secured under the agreement is US$236,091 (2009: US$235,672). As the sale of 
these receivables does not qualify for derecognition under the provisions of HKAS 39, ‘Financial 
Instruments: Recognition and Measurement’, they continue to be included as the Group’s trade 
receivables and the proceeds received from the financial institution are recognised as borrowings 
(Note 18).

Current non-trade receivables from subsidiaries, associate, joint ventures and other related parties 
are unsecured, interest-free and are repayable on demand.

Non-current other receivables from associates are unsecured, interest-free and due within three 
years.

Non-current other receivables from third parties are unsecured, interest-bearing at an average rate 
of 8% and due within two years.

Fellow subsidiaries comprise subsidiaries of the Company’s immediate and ultimate holding 
companies (Note 36).

Other related parties comprise the Company’s controlling shareholders, other than the immediate 
and ultimate holding companies, and entities controlled/significantly influenced by these controlling 
shareholders. A controlling shareholder is defined in the Listing Manual of the Singapore Exchange 
Securities Trading Limited (“SGX-ST”) as a person who holds directly or indirectly 15% or more of 
the total number of issued shares in the company.

The fair values of non-current trade and other receivables are computed based on cash flows 
discounted at market borrowings rates. The fair values and the market borrowing rates used are 
as follows:

  Group   Borrowing rates
2010 2009 2010 2009

% %

Trade receivables from associates – 1,083 – 7.50
Other receivables from associates 785 2,274 7.50 7.50
Other receivables from third parties 4,694 3,903 2.85 2.05

Trade and other receivables are predominantly denominated in United States Dollar.

Impairment loss on trade receivables of the Group of US$3,434 (2009: US$3,204) was recognised 
and included in “Other expenses”.
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9. Inventories

  Group
2010 2009

Marine fuels at fair value less costs to sell 192,439 359,377

Inventories amounting to US$80,977 (2009: US$239,048) at balance sheet date have been pledged 
as security for bank borrowings (Note 18).

10. Other non-current assets

  Group
2010 2009

Prepayments 1,365 1,751
Deposits 691 1,245

2,056 2,996

11. Investments in associates

  Group   Company
2010 2009 2010 2009

Equity investments at cost 13,513 14,691

Beginning of financial year 42,314 38,374
Currency translation differences (2,010) (188)
Additions during the financial year 251 –
Share of results (325) 6,404
Dividends received (1,897) (2,276)

End of financial year 38,333 42,314

Investments in associates include 
 goodwill of 12,854 12,854

The summarised financial information of associates is as follows:

  Group
2010 2009

– Assets 910,537 791,930
– Liabilities 836,885 699,529
– Revenue 4,456,518 4,319,661
– Net (loss)/profit (3,432) 21,943

Share of associates’ contingent liabilities incurred 
 jointly with other investors – –

Contingent liabilities in which the Group is severally liable – –
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11. Investments in associates (continued)

Details of significant associates of the Group are as follows:

Name of company Principal activities

Country of 
business/ 

incorporation Equity holding
2010 2009

% %

Galaxy Energy Group Ltd1 Oil trading British Virgin 
 Islands

25.00 25.00

Burando Holding B.V.2 Logistical maritime 
service provider

Netherlands 49.00 49.00

1 Audited by KPMG S.P.A.

2 Audited by PricewaterhouseCoopers, Rotterdam, Netherlands.

12. Investments in joint ventures

  Group   Company
2010 2009 2010 2009

Equity investments at cost 16,127 16,462

Beginning of financial year 28,316 17,808
Additions during the financial year 454 5,017
Share of results 8,124 5,554
Partial disposal during the year (123) –
Dividends received (2,560) (63)

End of financial year 34,211 28,316

Investments in joint ventures include 
 goodwill of – –
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12. Investments in joint ventures (continued)

The following amounts represent the Group’s share of the assets and liabilities, and results of the 
joint ventures:

  Group
2010 2009

Assets:
– Current assets 164,050 123,081
– Non-current assets 14,800 12,667

178,850 135,748

Liabilities:
– Current liabilities 138,212 108,434
– Non-current liabilities 7,588 –

145,800 108,434

Net assets 33,050 27,314

Income 2,911,195 1,510,835
Expenses (2,901,246) (1,502,607)

Profit before tax 9,949 8,228
Income tax (1,825) (2,674)

Profit after tax 8,124 5,554

Capital commitments in relation to interest in joint ventures – –

Share of joint ventures’ capital commitments 16,000 2,906

Contingent liabilities in relation to interest in joint ventures – –

Share of joint ventures’ contingent liabilities – –
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12. Investments in joint ventures (continued)

Details of significant joint ventures of the Group are as follows:

Name of company Principal activities

Country of 
business/ 

incorporation Equity holding
2010 2009

% %

IPC (USA), Inc.1 Oil Trading United States of 
 America

50 50

GPS Chemoil LLC (FZC)2 Terminal management 
 services

United Arab 
 Emirates

  40*   40*

Chemoil Adani Pte Ltd3 Oil Trading Singapore 49 50

* GPS Chemoil LLC (FZC) is deemed to be a joint venture of the Company as the appointment of its directors and 

the allocation of voting rights for key business decisions, require the unanimous approval of its venturers.

1 Not required to be audited under the laws of the country of incorporation, but audited by PricewaterhouseCoopers 

LLP, Singapore, for purposes of the audit of the consolidated financial statements.

2 Audited by Deloitte & Touche, Fujairah.

3 Audited by PricewaterhouseCoopers LLP, Singapore.

13. Investments in subsidiaries

  Company
2010 2009

Equity investments at cost 211,921 211,921

Details of significant subsidiaries are included in Note 39.

14. Intangible assets

   Group
2010 2009

Composition:
Goodwill arising on acquisition (Note 14(a)) 11,985 11,828
Software costs (Note 14(b)) 2,075 3,673
Contractual customer relationships (Note 14(c)) 1,286 1,673
Licenses (Note 14(d)) 449 –

15,795 17,174
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14. Intangible assets (continued)

(a) Goodwill arising on acquisition

  Group
2010 2009

Cost
Beginning of financial year 11,828 7,568
Currency translation differences 157 123
Acquisition of subsidiaries (Note 4) – 4,137

End of financial year 11,985 11,828

Accumulated impairment
Beginning and end of financial year – –

Net book value 11,985 11,828

Impairment test for goodwill

Goodwill is allocated to the Group’s cash-generating units (CGU) identified according to the 
countries of operation:

  Group
2010 2009

Netherlands 1,817 1,817
Philippines 2,896 2,739
India 7,272 7,272

11,985 11,828

The recoverable amount of a CGU is determined based on value-in-use calculations. These 
calculations use cash flow projections based on financial budgets approved by management 
covering a five-year period. Cash flows beyond the five-year period are extrapolated using 
the estimated growth rates stated below. The growth rate does not exceed the long-term 
average growth rate in which the CGU operates.
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14. Intangible assets (continued)

(a) Goodwill arising on acquisition (continued)

Key assumptions used for value-in-use calculations are as follows:

2010 Netherlands Philippines India

Growth rate1 5% 2% 5%
Discount rate2 5% 14% 13%

2009 Netherlands Philippines India
Growth rate1 5% 2% 5%
Discount rate2 5% 14% 13%

1 Weighted average growth rate used to extrapolate cash flows beyond the budget period.

2 Pre-tax discount rate applied to cash flow projections.

The weighted average growth rate used is consistent with the forecasts included in industry 
reports. The discount rate used is pre-tax and reflect specific risks relating to the relevant 
segments.

(b) Software costs

  Group
2010 2009

Cost
Beginning of financial year 9,778 10,289
Currency translation differences 107 328
Disposal of a subsidiary (Note 4) – (3,403)
Additions 801 2,564

End of financial year 10,686 9,778

Accumulated amortisation
Beginning of financial year 6,105 3,488
Currency translation differences 41 321
Disposal of a subsidiary (Note 4) – (1,170)
Charge for the year 2,465 3,466

End of financial year 8,611 6,105

Net book value 2,075 3,673
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14. Intangible assets (continued)

(c) Contractual customer relationships

  Group
2010 2009

Cost
Beginning of financial year 2,281 2,207
Currency translation differences 130 74

End of financial year 2,411 2,281

Accumulated amortisation
Beginning of financial year 608 –
Currency translation differences 53 19
Charge for the year 464 589

End of financial year 1,125 608

Net book value 1,286 1,673

(d) Licenses

  Group
2010 2009

Cost
Beginning of financial year – –
Additions 453 –

End of financial year 453 –

Accumulated amortisation
Beginning of financial year – –
Charge for the year 4 –

End of financial year 4 –

Net book value 449 –
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15. Property, plant and equipment

Freehold 

land and 

buildings

Office and 

computer 

equipment, 

furniture 

and fittings

Equipment 

and 

terminals Vessels

Motor 

vehicles

Construction 

work in 

progress Total

Group

Cost

At 1 January 2010 33,977 12,678 177,893 49,217 511 2,792 277,068

Currency translation differences 1,321 491 12,587 – 21 – 14,420

Additions 24 631 612 1,177 – 3,055 5,499

Disposals (1,784) (76) – (3,906) – (1,695) (7,461)

Transfers 303 27 300 – – (630) –

At 31 December 2010 33,841 13,751 191,392 46,488 532 3,522 289,526

Accumulated depreciation

At 1 January 2010 2,650 6,176 28,211 7,091 153 – 44,281

Currency translation differences 69 263 1,168 – 6 – 1,506

Charge for the year 1,177 2,206 6,825 2,662 64 – 12,934

Disposals (88) (65) – (1,370) – – (1,523)

At 31 December 2010 3,808 8,580 36,204 8,383 223 – 57,198

Net book value

At 31 December 2010 30,033 5,171 155,188 38,105 309 3,522 232,328

Cost

At 1 January 2009 31,633 10,945 166,451 49,217 595 3,145 261,986

Currency translation differences 1,504 826 3,609 – (45) 10 5,904

Additions 638 461 7,602 – 88 1,466 10,255

Disposals (163) (754) (33) – (127) – (1,077)

Transfers 365 1,200 264 – – (1,829) –

At 31 December 2009 33,977 12,678 177,893 49,217 511 2,792 277,068

Accumulated depreciation

At 1 January 2009 1,327 3,581 19,912 3,996 122 – 28,938

Currency translation differences 124 582 272 – (14) – 964

Charge for the year 1,213 2,633 8,032 3,095 72 – 15,045

Disposals (14) (620) (5) – (27) – (666)

At 31 December 2009 2,650 6,176 28,211 7,091 153 – 44,281

Net book value

At 31 December 2009 31,327 6,502 149,682 42,126 358 2,792 232,787
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15. Property, plant and equipment (continued)

Company

Office and 
computer 

equipment, 
furniture 

and fittings

Cost
At 1 January 2010 23
Disposal (23)

At 31 December 2010 –

Accumulated depreciation
At 1 January 2010 10
Charge for the year 2
Disposal (12)

At 31 December 2010 –

Net book value
At 31 December 2010 –

Cost
At 1 January 2009 23
Additions –

At 31 December 2009 23

Accumulated depreciation
At 1 January 2009 5
Charge for the year 5

At 31 December 2009 10

Net book value
At 31 December 2009 13

(a) Included in additions in the consolidated financial statements are motor vehicles acquired 
under finance leases amounting to US$Nil (2009: US$66).

(b)  The carrying amount of the Group’s motor vehicles held under finance lease amounted to 
US$205 as at 31 December 2010 (2009: US$226).

(c) Borrowings of the Group of US$166,013 (2009: US$192,288) and of the Company of 
US$40,739 (2009: US$40,582), are secured on property, plant and equipment of the Group 
with carrying amounts of US$225,460 (2009: US$224,930) and US$8,981 (2009: US$9,695) 
respectively, and all related rent/lease receivables (Note 18).
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16. Deferred income tax

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

  Group
2010 2009

Deferred tax assets:
– Deferred tax assets to be recovered within one year (3,698) (6,166)
– Deferred tax asset to be recovered after one year (6,751) (2,843)

(10,449) (9,009)

Deferred tax liabilities:
– Deferred tax liability to be settled within one year 4,837 1,169
– Deferred tax liability to be settled after one year 2,512 3,373

7,349 4,542

Deferred tax assets – net (3,100) (4,467)

The movement in the deferred income tax account is as follows:

  Group
2010 2009

Beginning of financial year (4,467) (10,674)
Effect of change in tax rate – 32
Currency translation differences 194 1
Income statement charge (Note 29) 1,173 6,174

End of financial year (3,100) (4,467)
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16. Deferred income tax (continued)

The movement in deferred income tax assets and liabilities during the year, without taking into 
consideration the offsetting of balances within the same tax jurisdiction, is as follows:

Deferred tax liabilities

Accelerated 
tax 

depreciation
Fair value 

gains Others Total

At 1 January 2010 7,623 3,801 2,631 14,055
Currency translation differences 428 52 – 480
Charged/(credited) to income statement 248 (1,240) 633 (359)

At 31 December 2010 8,299 2,613 3,264 14,176

At 1 January 2009 4,660 2,071 1,242 7,973
Currency translation differences (88) 30 – (58)
Effect of change in tax rate (80) – – (80)
Charged to income statement 3,131 1,700 1,389 6,220

At 31 December 2009 7,623 3,801 2,631 14,055

Deferred tax assets

Tax losses Provisions
Investment 
allowance Others Total

At 1 January 2010 (13,335) (1,154) (2,843) (1,190) (18,522)
Currency translation differences – (12) (274) – (286)
Charged/(credited) to 
 income statement 1,874 (532) – 190 1,532

At 31 December 2010 (11,461) (1,698) (3,117) (1,000) (17,276)

At 1 January 2009 (14,494) (904) (2,932) (317) (18,647)
Currency translation differences (29) (3) 91 – 59
Change in tax rate – – 112 – 112
Charged/(credited) to 
 income statement 1,188 (247) (114) (873) (46)

At 31 December 2009 (13,335) (1,154) (2,843) (1,190) (18,522)

Deferred income tax assets are recognised for tax losses carry-forward to the extent that the 
realisation of the related tax benefit through the future taxable profits is probable. The Group has 
unrecognised tax losses of US$36,166 at the balance sheet date which can be carried forward and 
used to offset against future taxable income subject to meeting certain statutory requirements by 
those companies with unrecognised tax losses in their respective countries of incorporation. The tax 
losses will expire mainly from 2019 to 2028.

Deferred income tax liabilities of US$15,925 (2009: US$18,720) have not been recognised for 
the withholding and other taxes that will be payable on the earnings of overseas subsidiaries and 
joint ventures when remitted to the holding company. These unremitted earnings are permanently 
reinvested and amount to US$59,175 (2009: US$66,927) at balance sheet date.
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17. Trade and other payables

  Group   Company
2010 2009 2010 2009

Trade payables to:
– Third parties 324,152 274,132 – 11,972
– Subsidiaries – – 55,554 50,538
– Joint ventures 683 – – –
– Associates 814 8,148 2 2
– Fellow subsidiaries (Note 36) 67,423 – 26 –
– Other related parties 27 645 13 –

393,099 282,925 55,595 62,512

Net defined benefit pension plan 
 liabilities (Note 27) 223 209 – –

Accrued interest payable on borrowings 851 1,035 114 68

Other accruals for operating expenses 37,068 42,566 494 –

431,241 326,735 56,203 62,580

Trade and other payables are predominantly denominated in United States Dollar.

Definition of other related parties is set out in Note 8.

18. Borrowings

  Group   Company
2010 2009 2010 2009

Current
Advances from financial institutions 
 under Receivables Purchase 
 Agreement (Note 8) 186,000 199,042 – –
Loan from a subsidiary – – 62,000 76,500
Bank overdrafts (Note 4) 55,710 132,099 – –
Bank loans 103,930 226,048 4,144 3,708
Loan from third party 283 187 – –
Finance lease liabilities (Note 24) 43 40 – –

345,966 557,416 66,144 80,208

Non-current
Bank loans 138,164 164,729 36,595 36,875
Loan from third party – 373 – –
Finance lease liabilities (Note 24) 101 136 – –

138,265 165,238 36,595 36,875

Total 484,231 722,654 102,739 117,083
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18. Borrowings (continued)

(a) Security of borrowings

Total borrowings include secured liabilities of US$476,167 (2009: US$719,006) and US$40,739 
(2009: US$40,582) for the Group and Company respectively.

Advances from financial institutions under the Receivables Purchase Agreement are secured 
against the trade receivables (Note 8). Bank loans and bank overdrafts are secured over bank 
balances and deposits (Note 4), trade receivables (Note 8), inventories (Note 9) and property, 
plant & equipment and lease rentals (Note 15). Finance lease liabilities are secured by the 
rights to the leased motor vehicles (Note 15), which will be revert to the lessor in the event 
of default by the Group.

(b) Maturity of borrowings

The current borrowings (excluding finance lease liabilities) of the Group and Company have 
an average maturity of 2 months (2009: 2 months) from the balance sheet date. The non-
current borrowings (excluding finance lease liabilities) have the following maturities from the 
end of the balance sheet date:

  Group   Company
2010 2009 2010 2009

Later than one year and 
 not later than five years 128,924 124,936 36,595 14,532
Later than five years 9,240 40,166 – 22,343

138,164 165,102 36,595 36,875

(c) Currency risk

The carrying amounts of total current and non-current borrowings are denominated in the 
following currencies:

  Group   Company
2010 2009 2010 2009

United States Dollar 456,778 692,363 102,739 117,083
Singapore Dollar 128 156 – –
Indian Rupee 17,644 19,445 – –
Philippine Peso 9,654 9,730 – –
Euro 27 960 – –

484,231 722,654 102,739 117,083
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18. Borrowings (continued)

(d) Interest rate risks

The weighted average effective interest rates of current and non-current borrowings at the 
balance sheet date are as follows:

  Group   Company
2010 2009 2010 2009

Advances from financial 
 institutions under Receivables 
 Purchase Agreement 1.94% 1.94% – –
Bank overdrafts 1.40% 1.46% – –
Bank loans 3.15% 2.48% 3.29% 2.10%
Finance lease liabilities 3.25% 3.29% – –

Borrowings (excluding finance lease liabilities) are mainly at variable rates with repricing within 
3 months (2009: 3 months) of the balance sheet date.

(e) Carrying amounts and fair value

The carrying amounts of borrowings approximate their fair value.

19. Provisions for other liabilities and charges

  Group
2010 2009

Current
Legal claims (Note 19(a)) 3,414 5,334

Non-Current
Reinstatement costs (Note 19(b)) 6,470 5,466

9,884 10,800

(a) Legal claims

The provisions are in respect of certain legal claims brought against the Group by customers 
and vendors. In the opinion of the directors, after taking appropriate legal advice, the 
outcome of these legal claims will not give rise to any significant loss beyond the amounts 
provided at balance sheet date. The directors consider that disclosure of further details of 
these claims would seriously prejudice the Group’s negotiating position and accordingly 
further information on the nature of the obligation has not been provided.
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19. Provisions for other liabilities and charges (continued)

(a) Legal claims (continued)

Movement in provision for legal claims is as follows:

  Group
2010 2009

Beginning of financial year 5,334 3,579
Provision made 691 3,343
Write-back of provision (525) (700)
Utilised (2,086) (888)

End of financial year 3,414 5,334

The provision made/written-back has been recognised within ‘Other expenses’ in the income 
statement.

(b) Provision for reinstatement costs

Provision for reinstatement costs relates to the estimated costs of reinstating leased premises 
to their original condition upon vacating the premises at the end of the lease term in 
2036.

Movement in provision for reinstatement costs is as follows:

2010 2009

Beginning of financial year 5,466 –
Provision made 1,004 5,466

End of financial year 6,470 5,466
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20. Share capital, share premium and treasury shares

Number of ordinary 
shares (thousands)  Amount 
Issued 
share 

capital

Treasury 
shares held 

by Trust
Share 
capital

Treasury 
shares held 

by Trust
Share 

premium Total

Group
2010
Beginning of financial year 1,292,612 (5,182) 2 (1,230) 85,816 84,588
Treasury shares purchased – (3,792) – (1,327) – (1,327)
Treasury shares re-issued
– Cash consideration, net of expense – 225 – 39 – 39
– Loss transferred to capital reserve 
  (Note 22) – – – 14 – 14

– 225 – 53 – 53

End of financial year 1,292,612 (8,749) 2 (2,504) 85,816 83,314

2009
Beginning of financial year 1,292,612 – 2 – 85,816 85,818
Treasury shares purchased – (5,400) – (1,282) – (1,282)
Treasury shares re-issued
– Cash consideration, net of expense – 218 – 98 – 98
– Gain transferred to capital reserve 
  (Note 22) – – – (46) – (46)

– 218 – 52 – 52

End of financial year 1,292,612 (5,182) 2 (1,230) 85,816 84,588

Company
2010 and 2009
Beginning and end of financial year 1,292,612 – 2 – 85,816 85,818

As at 31 December 2010, the authorised share capital of the Company is HK$1,000 (2009: 
HK$1,000) comprising 80,000,000,000 shares (2009: 80,000,000,000 shares) with a par value of 
HK$0.0000125 per share (2009: HK$0.0000125 per share).

All issued ordinary shares are fully paid.

(a) Treasury shares held by Trust

On 21 January 2009, the Company established a trust (“Trust”) to purchase and hold the 
Company’s shares acquired from the open market for the delivery to employees under the 
Company’s share option scheme. The Trust is consolidated in the consolidated financial 
statements under SIC Interpretation 12, Consolidation – Special Purpose Entities.

The Trust acquired 3,792,000 (2009: 5,400,000) of the Company’s shares in the open market 
during the current financial year. The total amount paid to acquire the shares was US$1,327 
(2009: US$1,282) and this is presented as a component within shareholders equity.

Pursuant to the Company’s share option plan, the Trust re-issued 225,000 (2009: 217,622) of 
the treasury shares during the financial year at the exercise price of US$0.17 (2009: US$0.45) 
each, for a total cash consideration (net of expenses) of US$39 (2009: US$98).
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20. Share capital, share premium and treasury shares (continued)

(b) Share options

Share options are granted to selected directors and employees. The exercise price of the 
options is determined at the average of the closing prices of the Company’s shares on the 
Singapore Exchange for five market days immediately preceding the date of grant. The options 
will vest over a period of two years for directors and five years for employees from the grant 
date. The options have a contractual option term of ten years. The Group has no legal or 
constructive obligation to repurchase or settle the options in cash.

Movement in the number of unissued ordinary shares under option and their exercise prices 
is as follows:

Group and Company  No. of ordinary shares under option  

Date of grant

Beginning 

of financial 

year

Granted 

during 

financial 

year

Forfeited 

during 

financial 

year

Cancelled 

during 

financial 

year

Exercised 

during 

financial 

year

End of 

financial 

year

2010

14.12.2006 23,931,418 – (854,507) (2,157,094) – 20,919,817

27.08.2007 516,000 – – – – 516,000

25.09.2007 4,152,678 – – – – 4,152,678

12.12.2008 5,028,000 – – – – 5,028,000

12.12.2008 3,800,000 – – (2,025,000) (225,000) 1,550,000

04.03.2009 208,333 – – (208,330) – 3

11.08.2009 4,025,000 – – (600,000) – 3,425,000

11.08.2009 3,274,898 – – – – 3,274,898

20.08.2010 – 6,996,852 – – – 6,996,852

20.08.2010 – 2,887,047 – – – 2,887,047

44,936,327 9,883,899 (854,507) (4,990,424) (225,000) 48,750,295

2009

14.12.2006 24,266,024 – (116,984) – (217,622) 23,931,418

27.08.2007 516,000 – – – – 516,000

25.09.2007 4,480,059 – (327,381) – – 4,152,678

12.12.2008 5,028,000 – – – – 5,028,000

12.12.2008 4,250,000 – (450,000) – – 3,800,000

04.03.2009 – 208,333 – – – 208,333

11.08.2009 – 4,025,000 – – – 4,025,000

11.08.2009 – 3,274,898 – – – 3,274,898

38,540,083 7,508,231 (894,365) – (217,622) 44,936,327

Out of the outstanding options for 48,750,295 (2009: 44,936,327) shares, options for 
38,866,396 (2009: 19,809,922) shares are exercisable at the balance sheet date.

Options exercised in 2010 resulted in 225,000 shares (2009: 217,622) being re-issued at the 
exercise price of US$0.17 (2009: US$0.45) per share. The weighted average share price at 
the time of exercise was US$0.39 (2009: US$0.56) per share.
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20. Share capital, share premium and treasury shares (continued)

(b) Share options (continued)

Pursuant to Singfuel Investment Pte Ltd’s (“Singfuel”) acquisition of the Company on 19 
March 2010, Singfuel made a proposal to the holders of the options (“optionholders”) to 
buy out all of the outstanding and unexercised options (the “option proposal”) held by the 
optionholders. In consideration thereof, the optionholders will waive all rights to exercise 
such options into new shares and surrender their options for cancellation. Consequently, 
certain optionholders accepted the option proposal and surrendered 4,990,424 options for 
cancellation.

As a result of the option proposal made by Singfuel on 19 March 2010, 25,126,405 unvested 
options became immediately exercisable and the option term was reduced to 6 months.

The option term was subsequently reinstated to 10 years in accordance with the Company’s 
share option plan.

The fair value of options granted during the period determined using the Binomial valuation 
model was US$760 (2009: US$984). The significant inputs into the model are presented 
below. The volatility measured at the standard deviation of expected share price returns is 
based on statistical analysis of daily share prices over the last three years.

Date of grant

Standard 
deviation 

of expected 
share price 

returns
Dividend 

yield

Annual risk-
free interest 

rate
Exercise 

price
Exercise 
period

14.12.2006 30.0% 1.5% 4.8% US$0.450 14.12.2007 – 
13.12.2017

27.08.2007 30.0% 1.5% 3.1% US$0.586 27.08.2008 – 
26.08.2018

25.09.2007 30.0% 1.5% 4.0% US$0.483 25.09.2008 – 
24.09.2018

12.12.2008 66.0% 1.5% 0.56% US$0.174 12.12.2009 – 
11.12.2019

12.12.2008 66.0% 1.5% 0.56% US$0.174 12.12.2009 – 
11.12.2019

04.03.2009 65.0% 1.5% 0.80% US$0.233 04.03.2010 – 
03.03.2020

11.08.2009 65.0% 1.5% 0.89% US$0.487 19.03.2010 – 
10.08.2020

11.08.2009 65.0% 1.5% 0.89% US$0.487 19.03.2010 – 
10.08.2020

20.08.2010 58.0% 1.10% 0.28% US$0.322 20.08.2011 – 
19.08.2021

20.08.2010 58.0% 1.10% 0.28% US$0.322 20.08.2011 – 
19.08.2021
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21. Merger reserve

The excess of the nominal value of the shares of Chemoil Corporation acquired by the Company 
in 2006 over the nominal value of the shares issued by the Company in exchange for Chemoil 
Corporation’s shares has been taken to shareholders’ equity as “Merger reserve”.

22. Other reserves

  Group   Company
2010 2009 2010 2009

(a) Composition:
Share option reserve 3,744 2,425 569 750
Currency translation reserve 12,496 4,485 – –
Hedging reserve (7,269) (7,526) – –
Capital reserve 32 46 – –

9,003 (570) 569 750

(b) Movements:
(i) Share option reserve

Beginning of financial year 2,425 1,574 750 1,574
Contribution to the Trust – – (1,500) (1,675)
Employee share option scheme:
– Value of employee services 
  (Notes 20(b) and 26) 1,319 851 1,319 851

End of financial year 3,744 2,425 569 750

(ii) Currency translation reserve
Beginning of financial year 4,485 858 – –
Net currency translation 
 differences of financial 
 statements of foreign 
 subsidiaries and associates 7,204 3,978 – –
Less: Non-controlling interests 807 (351) – –

End of financial year 12,496 4,485 – –

(iii) Hedging reserve
Beginning of financial year (7,526) (11,157) – –
Cash flow hedges
– Fair value losses (5,751) (2,326) – –
– Transfer to finance expense 
  (Note 28) 6,008 5,957 – –

End of financial year (7,269) (7,526) – –

(iv) Capital reserve
Beginning of financial year 46 – – –
(Loss)/gain on re-issue of 
 treasury shares (Note 20) (14) 46 – –

End of financial year 32 46 – –

Other reserves are non-distributable.
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23. Retained earnings

Retained earnings of the Group are distributable except for accumulated retained profits of associates 
and joint ventures amounting to US$22,249 (2009: US$18,907). Retained earnings of the Company 
are distributable. Movement in retained earnings of the Company is as follows:

  Company
2010 2009

Beginning of financial year 82,371 71,479
Net (loss)/profit (4,030) 17,355
Dividends paid (Note 32) – (6,463)

End of financial year 78,341 82,371

24. Finance lease liabilities

The Group leases motor vehicles from third parties under finance leases

  Group
2010 2009

Minimum lease payments due:
– Not later than one year 53 50
– Later than one year but not later than five years 113 145
– Later than five years 10 21

176 216

Less: Future finance charges (32) (40)

Present value of finance lease liabilities 144 176

The present value of finance lease liabilities are analysed as follows:

  Group
2010 2009

Not later than one year (Note 18) 43 40

Later than one year: (Note 18)
 – Later than one year but not later than five years 93 119
 – Later than five years 8 17

101 136

144 176
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25. Revenue and other gains/(losses) – net

  Group
2010 2009

Revenue:
Sales of fuel 7,176,960 5,629,199
Chartering income 20,774 24,684
Terminal rental 50,336 32,265
Service fees and commission income 990 1,961
Sale of software 38,580 57,197
Demurrage and other claim income 7,897 4,940

7,295,537 5,750,246

Other gains/(losses) – net:
Currency exchange gains/(losses) – net 1,438 (399)
Gain on disposal of a subsidiary (Note 4) – 13,397
Net loss on disposal of property, plant and equipment (2,916) (34)
Fair value gains on financial assets at fair value through profit or loss 13 358
Derivative financial instruments (losses)/gains – net (464) (152,891)
Payment received from a former related party* 7,000 –
Interest income:
 – bank deposits 1,054 263
 – non-trade receivables from other related parties (Note 8) – 191

1,054 454
Others 1,507 1,298

7,632 (137,817)

* During the year, payment was received from a former related party for services rendered by the Group. The 

former related party is an entity controlled by the former controlling shareholder of the Company.

26. Employee benefit expense

  Group
2010 2009

Wages and salaries 43,088 45,674
Compensation expense relating to defined benefit plans (Note 27) 354 239
Employer’s contribution to defined contribution plans 1,461 1,344
Share options granted to directors and employees 
 (Notes 20(b) and 22) 1,319 851

46,222 48,108
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27. Post-employment defined benefit plans

The Group has defined benefit pension plans covering eligible employees in certain subsidiaries.

The amounts recognised in the income statement are determined as follows:

  Group
2010 2009

Current service cost 208 114
Interest cost 71 38
Administration cost 15 10
Expected return on plan assets (21) (18)
Past service cost (1) 25
Loss due to premium correction 82 70

Total pension costs (Note 26) 354 239

Actual return on plan liabilities (91) (129)

The amounts recognised in the balance sheet are as follows:

  Group
2010 2009

Present value of defined benefit pension obligations funded by 
 plan assets (1,089) (1,070)
Fair value of plan assets 741 699

(348) (371)
Unrecognised actuarial losses/(gains) 125 (40)
Unrecognised past service cost – 202

Net defined benefit pension plan liabilities (Note 17) (223) (209)

Movement in the present value of the defined benefit pension obligations during the financial year 
is as follows:

  Group
2010 2009

Beginning of financial year (1,070) (501)
Current service cost (208) (114)
Interest cost (71) (38)
Actuarial gains/(losses) 191 (426)
Settlements 69 9

End of financial year (1,089) (1,070)
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27. Post-employment defined benefit plans (continued)

The movement in the fair value of plan assets during the financial year is as follows:

  Group
2010 2009

Beginning of financial year 699 399
Expected return on plan assets 43 37
Actuarial (losses)/gains (144) 215
Administration cost (15) (10)
Pension contributions 309 137
Loss due to premium correction (82) (70)
Settlements (69) (9)

End of financial year 741 699

Plan assets comprise qualified insurance policies. The expected return on plan assets is determined 
by considering the expected returns available on these insurance policies.

The principal actuarial assumptions used are as follows:

  Group
2010 2009

Weighted average discount rate 4.50% 5.00%
Rate of increase in compensation level 3.00% 3.00%
Expected return on plan assets 4.50% 5.00%

28. Finance expense

  Group
2010 2009

Interest expense:
 – bank loans 14,650 15,363
 – finance lease liabilities 10 15
Cash flow hedges – transfer from equity (Note 22) 6,008 5,957

20,668 21,335
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29. Income tax (credit)/expense

  Group
2010 2009

Tax (credit)/expense attributable to (loss)/profit is made up of:

Current income tax 7 9,130
Deferred income tax (Note 16) 71 6,555

78 15,685

(Over)/under provision in prior years
 – current income tax (1,452) (639)
 – deferred income tax (Note 16) 1,102 (381)

(272) 14,665

The tax on the Group’s (loss)/profit before tax differs from the theoretical amount that would arise 
using the weighted average tax rate applicable to profits of the consolidated entities as follows:

  Group
2010 2009

(Loss)/profit before tax and share of results of 
 associates and joint ventures (19,556) 14,801

Tax calculated at domestic tax rates applicable to 
 profits in the respective countries (6,348) 16,592
Effects of:
 – Change in tax rate of subsidiaries – 358
 – Income not subject to tax (255) (138)
 – Expenses not deductible 52 680
 – Income tax at concessionary rate (1,321) (1,807)
 – Utilisation of previously unrecognised tax losses (2,985) –
 – Tax losses for which no deferred income tax asset 
   was recognised 10,935 –

Tax charge 78 15,685

The weighted average applicable tax rate is 32% (2009: 112%). The fall is caused by a change in 
the profitability mix of the Group’s subsidiaries in the respective countries. In 2009, profits were 
earned in taxable jurisdictions, whilst losses were mainly incurred in tax-exempt jurisdictions.
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30. Segment information

Management has determined the operating segments based on the organisation of the Group. The 
results of these operating segments are reviewed by the Chief Executive Officer (“CEO”) to make 
strategic decisions.

The Group is organised into three main operating segments:

• Fuel sales – Sales of marine fuel and related products to customers such as traders, physical 
suppliers, resellers and end users.

• Shipping – Income derived from chartering and ship management services.

• Terminalling – Revenue derived by lease of terminals to physical suppliers of marine fuel.

Others comprise sale of software and other miscellaneous services.

The CEO assesses the performance of these operating segments based on gross contribution. Gross 
contribution is computed as revenue including derivative financial instruments (gains)/losses – net, 
less inventories recognised as an expense, barging and pipeline costs, chartering and other shipping 
related expenses, rentals on operating leases, demurrage costs and service and commission expenses. 
Gross contribution is not measured for the “Others” segment as the sale of software and other 
miscellaneous services are considered as non-core activities.

The segment information provided to the CEO for the reportable segments for the year ended 31 
December 2010 is as follows:

Group Fuel Sales Shipping Terminalling Others Total

Segment revenue 7,210,232 60,558 44,370 41,263 7,356,423
Inter-segment revenue (5,430) (39,872) (13,531) (2,053) (60,886)

Revenue from external 
 customers 7,204,802 20,686 30,839 39,210 7,295,537

Gross contribution 33,162 6,293 35,863 – 75,318
Interest income 412 6 10 626 1,054
Finance expense 8,453 925 2,560 8,730 20,668
Depreciation and amortisation 3,090 2,673 7,462 3,101 16,326
Income tax (credit)/expense (988) 267 3,434 (2,985) (272)
Share of results of associates and 
 joint ventures – net 5,543 1,688 486 82 7,799

Total assets 928,957 69,968 194,052 58,730 1,251,707
Total assets includes:
Investments in associates 17,559 20,774 – – 38,333
Investments in joint ventures 21,671 692 11,604 244 34,211
Additions to:
 – property, plant and equipment 2,807 1,178 624 890 5,499
 – intangible assets 1,199 – – 55 1,254
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30. Segment information (continued)

The segment information provided to the CEO for the reportable segments for the year ended 31 
December 2009 is as follows:

Group Fuel Sales Shipping Terminalling Others Total

Segment revenue 5,643,343 79,854 43,943 61,247 5,828,387
Inter-segment revenue (2,758) (56,078) (15,928) (3,377) (78,141)

Revenue from external 
 customers 5,640,585 23,776 28,015 57,870 5,750,246

Gross contribution 64,092 3,966 35,393 – 103,451
Interest income 214 14 5 221 454
Finance expense 7,410 845 3,602 9,478 21,335
Depreciation and amortisation 4,694 3,109 7,282 5,091 20,176
Income tax expense 5,535 308 3,311 5,511 14,665
Share of results of associates and 
 joint ventures – net 9,879 1,717 452 (90) 11,958

Total assets 1,065,038 74,142 195,038 70,428 1,404,646
Total assets includes:
Investments in associates 20,851 21,463 – – 42,314
Investments in joint ventures 16,534 501 11,118 163 28,316
Additions to:
 – property, plant and equipment 1,567 2 7,871 815 10,255
 – intangible assets 2,564 – – 4,137 6,701

A reconciliation of gross contribution to (loss)/profit before tax is provided as follows:

2010 2009

Gross contribution 75,318 103,451
Sales of software 38,580 57,197
Other gains/(losses) – net, excluding derivative 
 financial instruments gains/(losses) – net 8,096 15,074
Rental, service and commission expense – Others (1,632) (2,362)
Marketing and communication expenses (7,375) (7,355)
Employee benefits (46,222) (48,108)
Other expenses (49,327) (61,585)
Depreciation and amortisation (16,326) (20,176)
Finance expense (20,668) (21,335)
Share of results of associates and joint ventures 7,799 11,958

(Loss)/profit before tax (11,757) 26,759

Revenue by product and services

Revenue from external customers is derived primarily from the sale of marine fuel, the provision 
of chartering and ship management services and terminal rental. The breakdown of revenue from 
external customers by product and services are disclosed in Note 25.
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30. Segment information (continued)

Geographical information

Revenue from external customers attributable to countries in which revenue is derived are as 
follows:

  Group
2010 2009

Revenue
United States of America 2,339,690 1,787,289
Netherlands 1,378,892 1,211,641
Singapore 2,008,160 1,505,607
Panama 834,426 638,481
United Arab Emirates 543,764 321,244
Latvia – 177,766
Others 190,605 108,218

Total 7,295,537 5,750,246

Non-current assets other than financial instruments and deferred tax assets are located in the 
following countries:

  Group
2010 2009

Non-current assets
United States of America 26,675 28,606
Panama 2,107 5,491
Netherlands 22,534 22,097
United Arab Emirates 11,995 11,552
Singapore 171,421 160,801
India 33,037 35,507
Others 54,954 59,533

Total 322,723 323,587

31. (Loss)/earnings per share

(a) Basic (loss)/earnings per share

Basic (loss)/earnings per share is calculated by dividing the net (loss)/profit attributable to 
equity holders of the Company by the weighted average number of ordinary shares in issue 
during the year (excluding ordinary shares purchased by the Trust and held as treasury shares 
(Note 20)).

  Group
2010 2009

(Loss)/profit attributable to equity holders of the Company (9,490) 11,467
Weighted average number of ordinary shares in 
 issue (in thousands) 1,286,799 1,288,026
Basic (loss)/earnings per share (cents per share) (0.737) 0.890
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31. (Loss)/earnings per share (continued)

(b) Diluted (loss)/earnings per share

Diluted (loss)/earnings per share is calculated by adjusting the weighted average number of 
ordinary shares outstanding to assume conversion of all dilutive potential ordinary shares. 
The dilutive potential ordinary shares of the Company are share options.

For share options, the weighted average number of shares on issue has been adjusted as if 
all dilutive share options were exercised. The number of shares that could have been issued 
upon the exercise of all dilutive share options less the number of shares that could have been 
issued at fair value (determined as the Company’s average share price for the financial year) 
for the same total proceeds is added to the denominator as the number of shares issued for 
no consideration. No adjustment is made to the net (loss)/profit.

Diluted (loss)/earnings per share attributable to the equity holders of the Company is 
calculated as follows:

  Group
2010 2009

(Loss)/profit attributable to equity holders of the Company (9,490) 11,467

Weighted average number of ordinary shares in issue 
 (in thousands) 1,286,799 1,288,026
Adjustments for share options (in thousands) 5,599 4,754

Weighted average number of ordinary shares for diluted 
 (loss)/earnings per share (in thousands) 1,292,398 1,292,780

Diluted (loss)/earnings per share (cents per share) (0.734) 0.887

32. Dividends

  Group
2010 2009

Final exempt dividends paid in respect of the previous 
 financial year of US$Nil (2009: 0.50 cents) per share – 6,463

33. Contingencies

(a) Litigation and claims

The Group is involved in certain lawsuits and claims that arise in the ordinary course of 
conducting its business. Other than the provisions made in the consolidated financial 
statements, the directors believe that the Group is not liable under such claims, and that it 
is not possible to estimate the amount of additional losses, if any, that might result from 
adverse judgement against the Group.
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33. Contingencies

(b) Guarantees

The Group and Company have issued corporate guarantees to banks and third parties for 
borrowings and trade and other payables of certain subsidiaries and associates. These bank 
loans and trade and other payables amounted to US$7,588 (2009: Nil) and US$405,863 (2009: 
US$541,320) for the Group and Company respectively at the balance sheet date.

It is not anticipated that any material liabilities will arise from these guarantees.

34. Operating leases and commitments

(a) Capital commitments

Capital expenditures contracted for at the balance sheet date but not recognised in the 
financial statements, excluding those relating to ‘Investments in associates’ (Note 11) and 
Investments in joint ventures’ (Note 12), are as follows:

  Group   Company
2010 2009 2010 2009

Convertible debt instruments 1,743 2,707 – –

(b) Operating lease expenses

Rentals on operating leases recognised in the income statement comprise the following:

  Group
2010 2009

Barges (included in “Barging and pipeline costs”) 45,353 42,555
Vessels (included in “Inventories recognised as an expense” 
 and “Chartering and other shipping related expenses”) 13,752 17,757
Offices, storage tanks and motor vehicles (included in 
 “Rentals for office premises, storage tanks 
 and motor vehicles”) 37,282 36,638
Other equipment (included in “Other expenses”) 54 62

96,441 97,012
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34. Operating leases and commitments (continued)

(c) Operating lease commitments – where a group company is a lessee

The Group leases various offices, storage tanks, motor vehicles and vessels/barges under non-
cancellable operating lease agreements. The leases have varying terms and renewal rights.

The future aggregate minimum lease payments under non-cancellable operating leases 
contracted for at the reporting date but not recognised as liabilities, are as follows:

  Group
2010 2009

Not later than one year 42,010 49,457
Later than one year but not later than five years 41,969 55,573
Later than five years 53,237 50,521

137,216 155,551

(d) Operating lease commitments – where a group company is a lessor

The Group leases out storage tanks and vessels/barges under non-cancellable operating lease 
agreements. The leases have varying terms and renewal rights.

The future minimum lease payments receivable under non-cancellable operating leases 
contracted for at the reporting date but not recognised as receivables, are as follows:

  Group
2010 2009

Not later than one year 40,477 31,750
Later than one year but not later than five years 57,481 70,152
Later than five years 329 7,905

98,287 109,807

The details of the Group’s assets leased out under operating leases (where the Group is the 
lessor) as at balance sheet date are as follows:

  Group
2010 2009

Property, plant and equipment
Net book value 159,681 154,097
Accumulated depreciation 17,945 11,299
Depreciation charge for the year 6,768 6,368
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35. Financial risk management

35.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, fair 
value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The 
Group’s overall risk management programme focuses on the unpredictability of financial markets 
and seeks to minimise potential adverse effects on the Group’s financial performance. The Group 
uses derivative financial instruments, such as commodity swaps and futures, interest rate swaps and 
currency forwards to hedge certain financial risk exposures.

The Group has a risk management division responsible for identifying, measuring and analysing 
financial risks of the Group. The risk management division provides periodic reports on the Group’s 
risk exposures to enable management to monitor compliance of the Group’s operations with the 
established risk management policies and procedures.

The risk management division reports directly to the Executive Risk Management Committee (ERMC), 
which in turn reports to the board of directors. The ERMC is responsible for setting the Group’s risk 
management parameters such as customer credit limits, risk exposure limits and the risk management 
policies and procedures.

(a) Market risk

(i) Foreign currency risk

The Group operates internationally and is exposed to foreign exchange risk arising 
from various currency exposures. Foreign currency risk arises mainly from future 
commercial transactions, recognised assets and liabilities and net investment in foreign 
operations.

The Group’s trade purchases and sales are predominantly denominated in United States 
Dollars, therefore there is no significant exposure to foreign currency risk. In locations 
where the Group has an exposure to foreign currencies, the Group may enter into 
forward exchange contracts, when considered necessary.

The Group has certain investments in foreign operations whose net assets are exposed 
to foreign currency translation risks. Currency exposure arising from the net assets of 
the Group’s foreign operations is managed primarily through borrowings denominated 
in the relevant foreign currencies.

The Group’s currency exposure based on the information provided to key management 
is set out in notes 4, 5, 6, 8, 17, and 18.

Due to its minimal exposure to foreign currency risk, the Group’s result is not sensitive 
to significant variation in foreign currency.
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35. Financial risk management (continued)

35.1 Financial risk factors (continued)

(a) Market risk (continued)

(ii) Commodity price risk

The Group trades in marine fuel products. As a result, the Group’s physical inventory 
is exposed to commodity price risks arising from the volatility in commodity prices. The 
Group enters into derivative contracts in the form of commodity swaps and futures to 
hedge its exposure to such commodity price risks. If the commodity prices increase/
(decrease) by 1% (2009: 1%) with all other variables including tax rate being held 
constant, the loss after tax (2009: profit after tax) will be lower/higher by US$560 
(2009: higher/lower by US$531) as a result of the changes in the fair values of the 
inventories and commodity swaps and futures as at balance sheet date.

The above sensitivity analysis is hypothetical and should not be predictive of the 
Group’s future performance as the physical inventory volume and derivative positions 
change daily and are not static.

(iii) Other price risk

The Group is not exposed to significant equity securities price risk because the 
investments held by the Group which are classified on the consolidated balance 
sheet as ‘Financial assets at fair value through profit or loss’ is only US$1,039 (2009: 
US$1,026).

(iv)  Cash flow and fair value interest rate risk

As the Group has no significant interest-bearing assets, the Group’s income and 
operating cash flows are substantially independent of changes in market interest 
rates.

The Group’s interest rate risk mainly arises from its long term borrowings. Borrowings 
issued at variable rates expose the Group to cash flow interest rate risk. Borrowings 
issued at fixed rates expose the Group to fair value interest rate risk. The Group’s 
policy is to maintain its borrowings substantially in floating rate instruments. The 
Group’s exposure to cash flow interest rate risks arises mainly from these variable-rate 
borrowings. The Group may enter into floating-to-fixed interest rate swaps to manage 
these cash flow interest rate risks. Such interest rate swaps have the economic effect 
of converting borrowings from floating rates to fixed rates.

The Group’s and Company’s borrowings at variable rates on which effective hedges 
have not been entered into, are denominated mainly in United State Dollar. If the 
United State Dollar interest rate increases/decreases by 0.50% (2009: 0.50%) with all 
other variables including tax rate being held constant, the loss after tax (2009: profit 
after tax) will be higher/lower by US$1,640 (2009: lower/higher by US$2,683), as a 
result of higher/lower interest expense on these borrowings.
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35. Financial risk management (continued)

35.1 Financial risk factors (continued)

(b) Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations 
resulting in financial loss to the Group. Credit risk arises from cash and cash equivalents, 
derivative financial instruments, as well as credit exposure to customers, including outstanding 
receivables and committed transactions. For bank and financial institutions, only counterparties 
that meet the appropriate credit criteria and are of high credit standing are accepted. For 
trade receivables, the Group adopts the policy of dealing only with customers of appropriate 
credit history, and obtaining sufficient security where appropriate to mitigate credit risk. For 
other financial assets, the Group adopts the policy of dealing only with high credit quality 
counterparties.

Credit exposure to an individual counterparty is restricted by credit limits that are monitored 
by the Credit Manager and approved by the Chief Financial Officer and for credit limits above 
an established threshold, the Chief Executive Officer, based on ongoing credit evaluation. 
The counterparty’s payment profile and credit exposure are regularly monitored at the entity 
level by the respective management and at the Group level by the Credit Manager and the 
Chief Financial Officer.

As the Group and Company do not hold any collateral, the maximum exposure to credit 
risk for each class of financial instruments is the carrying amount of that class of financial 
instruments presented on the balance sheet, except that in addition, the Group and Company 
have provided corporate guarantees to banks and third parties for loans and trade and 
other payables of its subsidiaries and associates and its credit exposure in respect of these 
guarantees are US$7,588 (2009: Nil) and US$405,863 (2009: US$541,320) for the Group 
and Company respectively at the balance sheet date (Note 33(b)).

The Group’s and Company’s major classes of financial assets are cash and cash equivalents, 
derivative financial instruments and trade and other receivables.

The credit risk for trade and other receivables based on the information provided to key 
management is as follows:

  Group   Company
2010 2009 2010 2009

By operating segment
Fuel sales 627,204 564,709 – –
Shipping 2,595 2,958 – –
Terminalling 1,323 1,494 – –
Others 12,082 20,949 87,287 110,438

643,204 590,110 87,287 110,438
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35. Financial risk management (continued)

35.1 Financial risk factors (continued)

(b) Credit risk (continued)

(i)  Financial assets that are neither past due nor impaired

Cash at bank and bank deposits that are neither past due nor impaired are mainly 
deposits with banks with high credit-ratings assigned by international credit-rating 
agencies. Trade and other receivables that are neither past due nor impaired are 
substantially companies with a good collection track record with the Group. Derivative 
financial instruments are neither past due nor impaired as they are mainly with high 
credit quality counterparties.

(ii) Financial assets that are past due and/or impaired

There is no other class of financial assets that is past due and/or impaired except for 
trade and other receivables.

The age analysis of trade and other receivables past due but not impaired is as 
follows:

  Group
2010 2009

Past due 0 to 30 days 24,899 38,835
Past due 30 to 60 days 8,031 2,328
Past due more than 60 days 6,810 12,386

39,740 53,549

The carrying amount of trade and other receivables individually determined to be 
impaired and the movement in the related allowance for impairment is as follows:

  Group
2010 2009

Past due 30 to 60 days 3 212
Past due more than 60 days 4,634 7,563

4,637 7,775

Less: Allowance for impairment (2,219) (4,361)

2,418 3,414

Beginning of financial year 4,361 3,249
Allowance made 3,434 3,204
Allowance utilised (5,576) (2,092)

End of financial year 2,219 4,361

The individually impaired receivables mainly relate to customers, which are in difficult 
economic situations. It was assessed that a portion of these receivables is expected to 
be recovered.
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35. Financial risk management (continued)

35.1 Financial risk factors (continued)

(c) Liquidity risk

The Group manages the liquidity risk by maintaining sufficient cash to enable them to meet 
their normal operating commitments, having an adequate amount of committed credit 
facilities and the ability to close market positions at a short notice.

The table below analyses the Group’s and Company’s non-derivative financial liabilities 
and net-settled derivative financial liabilities into relevant maturity groupings based on the 
remaining period from the balance sheet date to the contractual maturity date. Derivative 
financial liabilities are included in the analysis as their contractual maturities are essential for 
an understanding of the timing of the cash flows. The amounts disclosed in the table are the 
contractual undiscounted cash flows.

Less than 
1 year

Between 
1 and 2 
years

Between 
2 and 5 
years

Over 
5 years

Group
At 31 December 2010
Net-settled derivative financial 
 instruments (13,718) (2,517) (2,131) –
Trade and other payables (431,241) – – –
Borrowings (352,066) (35,947) (106,387) (10,821)
Financial guarantee contracts (7,588) – – –

(804,613) (38,464) (108,518) (10,821)

At 31 December 2009
Net-settled derivative financial 
 instruments (26,142) (1,714) (2,251) (21)
Trade and other payables (326,735) – – –
Borrowings (564,028) (31,635) (110,894) (45,624)

(916,905) (33,349) (113,145) (45,645)

Company
At 31 December 2010
Net-settled derivative financial 
 instruments (3,139) (2,338) (1,739) –
Trade and other payables (56,203) – – –
Borrowings (67,450) (5,217) (34,165) –
Financial guarantee contracts (405,863) – – –

(532,655) (7,555) (35,904) –

At 31 December 2009
Net-settled derivative financial 
 instruments (3,231) (1,788) (1,898) –
Trade and other payables (62,580) – – –
Borrowings (81,011) (4,433) (12,850) (24,558)
Financial guarantee contracts (541,320) – – –

(688,142) (6,221) (14,748) (24,558)
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35. Financial risk management (continued)

35.1 Financial risk factors (continued)

(d) Capital risk

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue 
as a going concern and to maintain an optimal capital structure so as to maximise shareholder 
value. In order to maintain or achieve an optimal capital structure, the Group may adjust 
the amount of dividend payment, issue new shares, obtain new borrowings or sell assets to 
reduce borrowings.

Consistent with others in the industry, the Group monitors capital based on the gearing ratio. 
The gearing ratio is calculated as net debt divided by total equity. Net debt is calculated as 
borrowings less cash and cash equivalents.

  Group   Company
2010 2009 2010 2009

Net debt 428,027 652,275 101,893 116,296
Total equity 300,170 304,163 164,728 168,939

Gearing ratio 1.43 2.14 0.62 0.69

The Group and the Company are in compliance with all externally imposed capital requirements 
for the financial years ended 31 December 2009 and 2010.

35.2 Fair value measurements

The table below analyses financial instruments carried at fair value, by valuation method. The 
different levels have been defined as follows:

(a)  Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

(b)  Inputs other than quoted prices included within level 1 that are observable for the asset or 
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

(c)  Inputs for the asset or liability that are not based on observable market data (that is, 
unobservable inputs) (level 3).
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35.2 Fair value measurements (continued)

The following table presents the Group’s assets and liabilities measured at fair value at 31 December 
2010.

Level 1 Level 2 Level 3 Total

Group
Assets
Non-hedging derivatives – 8,268 – 8,268
Financial assets at fair value 
 through profit or loss 1,039 – – 1,039

Total assets 1,039 8,268 – 9,307

Liabilities
Non-hedging derivatives 3,733 7,364 – 11,097
Derivatives used for hedging – 7,269 – 7,269

Total liabilities 3,733 14,633 – 18,366

Company
Assets
Financial assets at fair value 
 through profit or loss 1,039 – – 1,039

Liabilities
Derivatives used for hedging – 7,216 – 7,216

The following table presents the Group’s assets and liabilities measured at fair value at 31 December 
2009.

Level 1 Level 2 Level 3 Total

Group
Assets
Non-hedging derivatives – 206 – 206
Financial assets at fair value 
 through profit or loss 1,026 – – 1,026

Total assets 1,026 206 – 1,232

Liabilities
Non-hedging derivatives 4,578 18,024 – 22,602
Derivatives used for hedging – 7,526 – 7,526

Total liabilities 4,578 25,550 – 30,128

Company
Assets
Financial assets at fair value 
 through profit or loss 1,026 – – 1,026

Liabilities
Derivatives used for hedging – 6,917 – 6,917
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35. Financial risk management (continued)

35.2 Fair value measurements (continued)

The fair value of financial instruments traded in active markets is based on quoted market prices at 
the balance sheet date. The quoted market price used for financial assets held by the Group is the 
current bid price. These instruments are included in level 1.

The fair value of financial instruments that are not traded in an active market (for example, over-
the-counter derivatives) is determined by using valuation techniques. These valuation techniques 
maximise the use of observable market data where it is available and rely as little as possible on 
entity specific estimates. If all significant inputs required to fair value an instrument are observable, 
the instrument is included in level 2.

If one or more of the significant inputs is not based on observable market data, the instrument is 
included in level 3.

Specific valuation techniques used to value financial instruments include:

• Quoted market prices or dealer quotes for similar instruments.

• The fair value of interest rate swaps is calculated as the present value of the estimated future 
cash flows based on observable yield curves.

• Other techniques, such as discounted cash flow analysis, are used to determine fair value for 
the remaining financial instruments.
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35. Financial risk management (continued)

35.3 Financial instruments by category

The carrying amount of the different categories of financial instruments is as disclosed on the face 
of the balance sheets and in Note 5 to the financial statements, except for the following:

Group

Loans and 
receivables

Financial 
assets at 
fair value 
through 

profit or loss

Financial 
liabilities at 
amortised 

cost

31 December 2010
Cash and cash equivalents 56,204 – –
Derivative financial instruments – 8,268 –
Financial assets at fair value through profit or loss – 1,039 –
Trade and other receivables 643,204 – –
Trade and other payables – – (431,241)
Borrowings – – (484,231)

Total 699,408 9,307 (915,472)

31 December 2009
Cash and cash equivalents 70,379 – –
Derivative financial instruments – 206 –
Financial assets at fair value through profit or loss – 1,026 –
Trade and other receivables 590,110 – –
Trade and other payables – – (326,735)
Borrowings – – (722,654)

Total 660,489 1,232 (1,049,389)

Company

31 December 2010
Cash and cash equivalents 846 – –
Financial assets at fair value through profit or loss – 1,039 –
Trade and other receivables 87,287 – –
Trade and other payables – – (56,203)
Borrowings – – (102,739)

Total 88,133 1,039 (158,942)

31 December 2009
Cash and cash equivalents 787 – –
Financial assets at fair value through profit or loss – 1,026 –
Trade and other receivables 110,438 – –
Trade and other payables – – (62,580)
Borrowings – – (117,083)

Total 111,225 1,026 (179,663)
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36. Immediate and ultimate holding companies

On 26 February 2010, Singfuel Investment Pte. Ltd. (‘Singfuel’), incorporated in Singapore, acquired 
more than 50% of the issued share capital of the Company from a controlling shareholder. Pursuant 
to the acquisition, Singfuel became the Company’s immediate holding company. The ultimate 
holding company is Glencore International AG, incorporated in Baar, Switzerland.

37. Related party transactions

In addition to the information disclosed elsewhere in the financial statements, the following 
transactions took place between the Group and related parties during the financial year at terms 
agreed between the parties:

(a) Sales and purchases of goods and services

  Group
2010 2009

Sales of goods and services
Sales of goods/services to associates 7,607 31,572
Sales of goods/services to joint ventures 40,702 48,993
Sales of goods/services to other related parties 16,154 28,442
Sales of goods/services to fellow subsidiaries 666,974 –

Purchases of goods and services
Purchase of goods/services from associates 30,796 122,215
Purchase of goods/services from joint ventures 87,078 121,383
Purchase of goods/services from other related parties 31,279 73,384
Purchase of goods/services from fellow subsidiaries 1,538,012 –

Net gains/(losses) on derivative financial instruments
Net losses on derivative financial instruments with associates – (3,654)
Net gains/(losses) on derivative financial instruments with 
 joint ventures 1,258 (2,676)
Net losses on derivative financial instruments with 
 other related parties (116) (2,249)
Net losses on derivative financial instruments with 
 fellow subsidiaries (2,059) –

Payments made on behalf of and reimbursed by associates 1 26

Payments made on behalf of and reimbursed by
 joint ventures 35 34

Payments made on behalf of and reimbursed by 
 other related parties 654 5,697

Payments made on behalf by and reimbursed to 
 other related parties 383 –
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37. Related party transactions (continued)

(a) Sales and purchases of goods and services (continued)

  Group
2010 2009

Management and accounting service income
Management and accounting service income charged to joint 
ventures 722 852

Consultancy fees
Consultancy fees charged by other related party 76 140

Professional fees
Professional fees charged by joint ventures 101 732

Interest income/(expense)
Interest income from associates – 132
Interest income from joint ventures – 4
Interest income from other related parties – 7

Definition of other related parties is set out in Note 8.

Outstanding balances to/from related parties at balance sheet date are set out in Notes 8, 
17 and 18.

(b) Key management compensation

  Group
2010 2009

Salaries and other short-term employee benefits 4,265 3,911
Post-employment benefits 65 77
Share option expense 670 446

5,000 4,434

38. Events after reporting period

On 3 January 2011, the Group acquired OceanConnect Holding’s marine fuel business for a purchase 
consideration of approximately US$25 million. Consequently, the business will be consolidated 
with effect from 3 January 2011. Details of the assets acquired and liabilities assumed, revenue 
and profit contribution of the acquired business and the effect on the cash flows for the Group are 
not disclosed, as the accounting for this acquisition is still incomplete at the time these financial 
statements have been authorised for issue.

On 21 January 2011, the Group disposed of certain assets and liabilities of its subsidiaries for cash 
consideration of US$9.7 million.
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39. Significant subsidiaries

The details of significant subsidiaries are as follows:

Name of subsidiaries and 
country of incorporation

Principal 
activities

Percentage of 
equity held

2010 2009
% %

Chemoil Corporation, United States of America1 Oil trading 100 100
Chemoil Europe B.V. , Netherlands2 Oil trading 100 100
Chemoil International Pte Ltd, Singapore3 Oil trading 100 100
Chemoil North America Corporation, 
 United States of America1

Special purpose 
vehicle 100 100

Chemoil Terminals Corporation, 
 United States of America1

Terminal 
management 100 100

Chemoil Latin America Inc, Republic of Panama1 Oil trading 100 100

Helios Terminal Corporation Pte Ltd, Singapore3

Terminal 
management 100 100

Baltic Fuel Inc., British Virgin Island1 Oil trading 85 85
Chemoil Middle East DMCC, United Arab Emirates4 Oil trading 100 100
California Software Company Ltd and 
 its subsidiaries, India and 
 United States of America5

Software 
development 67.7 67.7

1 Not required to be audited under the laws of the country of incorporation, but audited by PricewaterhouseCoopers 

LLP, Singapore, for purposes of the audit of the consolidated financial statements.

2 Audited by PricewaterhouseCoopers, Rotterdam, Netherlands.

3 Audited by PricewaterhouseCoopers LLP, Singapore.

4 Audited by PricewaterhouseCoopers, Dubai.

5 Consolidated financial statements audited by Tomy & Francis Chartered Accountants, India.

40. Additional disclosures required under Hong Kong Companies Ordinance

In addition to the balances and details disclosed elsewhere in the financial statements, the relevant 
disclosures as required under Hong Kong Companies Ordinance are as follows:

  Group
2010 2009

(a) Auditors’ remuneration for audit and other services 
(included in “Other expenses”) 874 751
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40. Additional disclosures required under Hong Kong Companies Ordinance (continued)

(b) Directors’ emoluments

Directors’ emoluments disclosed pursuant to Section 161 of the Hong Kong Companies 
Ordinance are as follows:

Group
2010 2009

Fees 377 652
Other emoluments
– Salaries and other emoluments 1,500 2,031
– Contributions to pension scheme 15 14
– Share options granted to directors 505 356

2,397 3,053

(c) Loans/guarantees provided to related parties

Pursuant to the disclosure requirement of Section 161B of the Hong Kong Companies 
Ordinance, there were no loans/guarantees provided to related parties during the financial 
year except for a financial guarantee issued to a bank for borrowings of an associate.

(d) Operating lease – where the Group is a lessee

  Group
2010 2009

Operating lease payments paid during the year
– Premises 3,578 3,847
– Plant and machinery 92,863 93,165

96,441 97,012

(e) Prepaid lease payments

2010 2009

Land outside Hong Kong:
 Medium term lease 1,542 1,751

Analysed for reporting purposes as:
 Non-current asset (included in prepayments) 1,542 1,751



CHEMOIL ENERGY LIMITED AND ITS SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS
For the financial year ended 31 December 2010

82

40. Additional disclosures required under Hong Kong Companies Ordinance (continued)

(f) Commitments

  Group
2010 2009

Capital expenditure
 – authorised but not contracted for 2,850 65,783

Included in capital expenditure authorised but not contracted for is the Group’s share of the 
joint ventures’ capital commitments amounting to US$Nil (2009: US$19,200).

Capital expenditure contracted but not provided for at balance sheet date is set out in Note 
34(a).
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