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NOTES TO THE
FINANCIAL STATEMENTS

31 DECEMBER 2018

1 GENERAL

The Company (Registration No. 199206653M) is incorporated in Singapore with its registered office and principal place of
business at 205 Braddell Road, Singapore 579701. The Company is listed on the Singapore Exchange Securities Trading
Limited.

The principal activities of the Company are those of the provision of public transport services, namely bus and rail services.
The principal activities of the subsidiary are described in Note 10 to the Financial Statements.

The Financial Statements are expressed in Singapore dollars and all values are rounded to the nearest thousand ($'000)
except when otherwise indicated.

The Consolidated Financial Statements of the Group for the financial year ended 31 December 2018 and the Statement of
Financial Position and Statement of Changes in Equity of the Company as at 31 December 2018 were authorised for issue
by the Board of Directors on 12 February 2019.

For all periods up to and including the year ended 31 December 2017, the Financial Statements were prepared in
accordance with the previous framework, Financial Reporting Standards in Singapore (“FRSs"). These Financial Statements
for the year ended 31 December 2018 are the first set that the Group and the Company have prepared in accordance with
Singapore Financial Reporting Standards (International) ("SFRS(1)"). Details of first-time adoption of SFRS(I) are included in
Note 35.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING - The Financial Statements have been prepared in accordance with the historical cost basis,
except as disclosed in the accounting policies below and are drawn up in accordance with the provisions of the Singapore
Companies Act, Cap. 50 and SFRS(l)s.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of whether that price is directly observable or estimated
using another valuation technique. In estimating the fair value of an asset or a liability, the Group takes into account
the characteristics of the asset or liability which market participants would take into account when pricing the asset or
liability at the measurement date. Fair value for measurement and/or disclosure purposes in these Consolidated Financial
Statements is determined on such a basis, except for share-based payment transactions that are within the scope of
SFRS(I) 2 Share-based Payment, leasing transactions that are within the scope of SFRS(l) 1-17 Leases, and measurements
that have some similarities to fair value but are not fair value, such as net realisable value in SFRS(I) 1-2 Inventories or value
in use in SFRS(I) 1-36 Impairment of Assets.

NEW/REVISED STANDARDS AND IMPROVEMENTS TO THE STANDARDS NOT YET ADOPTED - At the date of
authorisation of these Financial Statements, the following SFRS(I) pronouncements were issued but not effective and are
expected to have an impact to the Group and the Company in the periods of their initial application.

SFRS() 16 - Leasest

t Applies to annual periods beginning on or after 1 January 2019.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Significant changes to lessee accounting are introduced, with the distinction between operating and finance leases
removed and assets and liabilities recognised in respect of all leases (subject to limited exceptions for short-term leases
and leases of low value assets). The Standard maintains substantially the lessor accounting approach under the existing
framework.

SFRS(l) 1-17 does notrequire the recognition of any right-of-use asset or liability for future payments for the operating leases
the Group enters into. Under SFRS(I) 16, the Group may be required to recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they qualify for low value or short-term leases upon the application of SFRS(I)
16. Additional disclosures may also be made with respect to leases, including any significant judgement and estimation
made in distinguishing between leases and service contracts, on the basis of whether an identified asset controlled by the
customer exists.

Management has performed an analysis of the requirements of the initial application of SFRS(l) 16 and expects the adoption
of SFRS(I) 16 will result in certain operating lease arrangements being recorded in the Statements of Financial Position.

BASIS OF CONSOLIDATION - The Consolidated Financial Statements incorporate the Financial Statements of the
Company and an entity controlled by the Company. Control is achieved when the Company:

. Has power over the investee;
. Is exposed, or has rights, to variable returns from its involvement with the investee; and
. Has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when the Company
loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of during the year
are included in the Group Income Statement and Group Comprehensive Income Statement from the date the Company
gains control until the date when the Company ceases to control the subsidiary.

When necessary, adjustments are made to the Financial Statements of the subsidiary to bring its accounting policies in line
with those consistently used by the Group.

Changes in the Group's ownership interests in the subsidiary that do not result in the Group losing control over the
subsidiary are accounted for as equity transactions.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

In the Statement of Financial Position of the Company, investment in subsidiary is carried at cost less any impairment in
net recoverable value that has been recognised in Profit or Loss.

BUSINESS COMBINATIONS - The acquisition of subsidiary is accounted for using the acquisition method. The
consideration for each acquisition is measured at the aggregate of the fair values, at the date of acquisition, of assets
given, liabilities incurred or assumed, and equity instruments issued by the Group to the former owners of the acquiree in
exchange for control of the acquiree. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the
conditions for recognition under SFRS(I) 3 Business Combinations are recognised at their fair values at the acquisition date
except for deferred tax assets or liabilities which are recognised and measured in accordance with SFRS(I) 1-12 Income
Taxes. Acquisition-related costs are recognised in Profit or Loss as incurred.

The interest of the non-controlling shareholders in the acquiree is initially measured at the non-controlling interest’s
proportion of the net fair value of the assets, liabilities and contingent liabilities recognised.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

FINANCIAL INSTRUMENTS - Financial assets and financial liabilities are recognised on the Group's Statement of Financial
Position when the Group becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at fair
value through Profit or Loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at fair value through Profit or Loss are recognised immediately in Profit or Loss.

Financial assets

All financial assets are recognised and de-recognised on a trade date basis where the purchase or sale of financial assets
is under a contract whose terms require delivery of assets within the time frame established by the market concerned.

All recognised financial assets are subsequently measured in their entirety at either amortised cost or fair value, depending
on the classification of the financial assets.

Classification of financial assets

Debt instruments that meet the following conditions are subsequently measured at amortised cost:

. the asset is held within a business model whose objective is to hold assets in order to collect contractual cash
flows; and
. the contractual terms of the instrument give rise on specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

Investments in debt instruments that meet both the following conditions are subsequently measured at fair value through
other comprehensive income (“FVTOCI"):

. the financial asset is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

. the contractual terms of the instrument give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair value through Profit or Loss (FVTPL).
Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest
income over the relevant period.

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial recognition minus
the principal repayments, plus the cumulative amortisation using the effective interest method of any difference between
that initial amount and the maturity amount, adjusted for any loss allowance.

Debt investments classified as FVTOCI

Investments in debt instruments at FVTOCI are initially measured at fair value plus transaction costs. Subsequently, any
gains or losses on such a financial asset are recognised in Other Comprehensive Income, except for impairment gains
or losses and foreign exchange gains and losses until the financial asset is derecognised. When the financial asset is
derecognised the cumulative gain or loss previously recognised in Other Comprehensive Income is reclassified from
equity to Profit or Loss for the period.

Interest income is recognised in Profit or Loss and is included in the “Net Income from Investments” line item in Profit or Loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Impairment of financial assets

The Group recognises a loss allowance for expected credit losses (‘ECL") on investments in debt instruments that are
measured at amortised cost or at FVTOCI. The amount of ECL is updated at each reporting date to reflect changes in
credit risk since initial recognition of the respective financial instrument.

The Group applies the simplified approach permitted by SFRS(I) 9 for trade receivables. The ECL on these financial assets
are estimated based on the Group’s historical credit loss experience, adjusted for factors that are specific to the debtors
as well as current and forecast general economic conditions at the reporting date.

To assess whether there is a significant increase in credit risk, the Group compares the risk of a default occurring on the
asset as at the reporting date with the rate of default as at the date of initial recognition. It considers available reasonable
and supportive forward-looking information, where relevant.

A default on a financial asset is when the counterparty fails to make contractual payments within a specific period after
the credit period granted.

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future
cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired include taking into
consideration observable data about the significant financial difficulty of the issuer or the borrower; a breach of contract,
such as a default or past due event; it is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation.

Where receivables have been written off, the Group continues to recover the receivables due. Where recoveries are made,
these are recognised in Profit or Loss.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another party.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable is recognised in Profit or Loss. In addition, on derecognition
of an investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously accumulated in the
Investment Revaluation Reserve is reclassified to Profit or Loss.

Financial liabilities and equity instruments

Classification as debt or equity

Financial liabilities and equity instruments issued by the Group are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all of its
liabilities. Equity instruments are recorded at the proceeds received, net of direct issue costs.

Borrowings

Interest-bearing loans are initially measured at fair value, and are subsequently measured at amortised cost, using
the effective interest method. Any difference between the proceeds (net of transaction costs) and the settlement or
redemption of borrowings is recognised in Profit or Loss over the term of the borrowings.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Trade and other payables

Trade and other payables are initially measured at fair value, net of transaction costs, and are subsequently measured at
amortised cost, using the effective interest method, with interest expense recognised on an effective yield basis.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or
they expire. The difference between the carrying amount of the financial liability derecognised and the consideration paid
and payable, including any non-cash assets transferred or liabilities assumed, is recognised in Profit or Loss.

Hedging instruments and hedge accounting

The Group uses hedging instruments to manage its exposure to fuel price fluctuation, interest rate and foreign exchange
rate risks. The Group uses hedging instruments such as forwards and options, to manage these risks. The use of hedging
instruments is governed by the Group’s policies which provide written principles on the use of financial instruments
consistent with the Group's risk management strategy (see Note 31).

Hedging instruments are initially recognised at fair value on the contract date, and are subsequently remeasured to their
fair value at the end of each reporting period. The resulting gain or loss is recognised in Profit or Loss immediately unless
the hedging instrument is designated and effective as a hedging instrument, in which event the timing of the recognition
in Profit or Loss depends on the nature of the hedge relationship. The Group designates its hedging instruments as either
fair value hedges or cash flow hedges.

Hedging instruments are carried as assets when the fair value is positive and as liabilities when the fair value is negative.
The fair value of hedging instrument is classified as a non-current asset or a non-current liability if the maturity of the
hedge relationship exceeds 12 months and as a current asset or current liability if the maturity of the hedge relationship is
within 12 months.

At the inception of the hedge relationship, the Group documents the relationship between the hedging instrument
and hedged item, along with its risk management objective and its strategy for undertaking various hedge transactions.
Furthermore, at the inception of the hedge and on an ongoing basis, the Group documents whether the hedging
instrument is highly effective in offsetting changes in fair values or cash flows of the hedged item.

The Group designates any interest rate swap for hedging of interest rate risk arising from borrowings as cash flow hedges.
Hedges of both foreign currency risk and fuel price risk for future purchases of goods are designated as cash flow hedges.

Hedge accounting is discontinued when the Group revokes the hedging relationship, the hedging instrument expires or
is sold, terminated, or exercised, or no longer qualifies for hedge accounting.

Note 31 (c) contains details of the fair values of the hedging instruments.

(a) Fair value hedge
Changes in the fair value of hedging instruments that are designated and qualify as fair value hedges are recorded
in Profit or Loss immediately, together with any changes in the fair value of the hedged item that is attributable to
the hedged risk.

(b) Cash flow hedge
The effective portion of changes in fair value of hedging instruments that are designated and qualify as cash flow
hedges are recognised in Other Comprehensive Income. The gain or loss relating to the ineffective portion is

recognised immediately in Profit or Loss. Amounts recognised in Other Comprehensive Income are taken to Profit
or Loss when the hedged item is realised.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

LEASES - Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. Initial direct
costs incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased asset and
recognised on a straight-line basis over the lease term.

The Group as lessee

Rentals payable under operating leases (net of any incentive received from lessor) are charged to Profit or Loss on a
straight-line basis over the term of the relevant lease.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis over the lease
term.

INVENTORIES - Inventories are stated at the lower of cost and net realisable value. Cost comprises cost of purchase and
those costs that have been incurred in bringing the inventories to their present location and condition. Cost is calculated
using the weighted average method. Net realisable value represents the estimated selling price less all estimated costs of
completion and costs to be incurred in marketing, selling and distribution.

VEHICLES, PREMISES AND EQUIPMENT - Vehicles and equipment are stated at cost less accumulated depreciation and
any provision for impairment.

Capital projects in progress comprising development and construction costs incurred during the period of construction
are carried at cost, less any recognised provision for impairment. Depreciation on these assets, on the same basis as other

vehicles, premises and equipment, commences when the assets are available for use.

Depreciation is charged so as to write off the cost of the assets, other than capital projects in progress, over the estimated
useful lives using the straight-line method, on the following bases:

Number of years

Buses 17

Leasehold land and buildings Over the remaining lease period
Computers and automated equipment 3to5

Workshop machinery, tools and equipment 3to7

Motor vehicles 5to 10

Furniture, fittings and equipment 5to7

The estimated useful lives, residual values and depreciation method are reviewed at the end of each reporting period, with
the effect of any changes in estimate accounted for on a prospective basis.

The gain or loss arising on disposal or retirement of an item of vehicles, premises and equipment is determined as the
difference between the sales proceeds and the carrying amounts of the asset and is recognised in Profit or Loss.

Fully depreciated vehicles, premises and equipment are retained in the Financial Statements until they are no longer in use.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

IMPAIRMENT OF NON-FINANCIAL ASSETS - At the end of each reporting year, the Group reviews the carrying amounts
of its non-financial assets, if any, to determine whether there is any indication of impairment. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the provision for impairment (if any).
Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their presentvalue using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. A provision for impairment is
recognised immediately in Profit or Loss.

Where provision for impairment subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased
to the revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not
exceed the carrying amount that would have been determined had no provision for impairment been recognised for the
asset (cash-generating unit) in prior years. A reversal of a provision for impairment is recognised immediately in Profit or
Loss.

FUEL PRICE EQUALISATION ACCOUNT - At the direction of the Public Transport Council (‘PTC"), a fuel price equalisation
account ("FPEA") has been set up to account for diesel price and electricity tariff adjustment charge for the purpose of
mitigating the effects of any increase in fuel price and electricity tariff.

Annual contributions to the FPEA may be required as determined by the PTC, based on the reference electricity tariff and
diesel price for the year.

Applications can be made to the PTC to seek approval for a draw down as may be catered for by the purpose of the FPEA
mechanism, provided that the amount drawn does not exceed half of the available FPEA balance.

PROVISION FOR ACCIDENT CLAIMS - Claims for accident, public liability and others are provided in the Financial
Statements based on the claims outstanding and the estimated amounts payable.

PROVISIONS - Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Group will be required to settle that obligation, and a reliable estimate can be made of
the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at
the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation.

DEFERRED INCOME - Deferred income comprises advance receipts from customers that are recognised to Profit or Loss
when the services are rendered.

SERVICE BENEFITS — These comprise the following:

(a) Retirement benefits — Under the Collective Agreement entered into by the Group with the Union, a retirement
benefit subject to a maximum of $3,000 is payable to an employee retiring on or after attaining the retirement
age and on completion of at least five years of service. Provision is made in the Financial Statements based on the
number of years of service rendered by qualifying employees and discounted to present value using the market
yield of Singapore Government Bonds at end of the reporting period and after taking into account an estimated
attrition rate. The estimated attrition rate used is based on the Management's best estimate using historical trend.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

(b) Long service awards — Staff serving more than 15 years are entitled to long service awards of $500 for 15 years of
service, $700 for 20 years, $900 for 25 years, $1,100 for 30 years and $1,300 for 35 years. Provision is made in the
Financial Statements based on the number of years of service rendered by qualifying employees.

The provision for retirement benefits and long service awards is discounted using the market yield of Singapore
Government Bonds at end of the reporting year.

(c) Apart from the retirement benefits described in (a) above, the Group participates in a defined contribution plan
managed by the Singapore Government (“Singapore Central Provident Fund”). Payments made to the plan are
charged as an expense when the employees have rendered the services entitling them to the contributions.

(d) Employee leave entitlement — Employee entitlements to annual leave are recognised when they accrue to
employees. A provision is made for the estimated liability for annual leave as a result of services rendered by
employees up to the end of the reporting year.

(e) Share-based payments — The Company issues share options to certain employees and Directors. Share options
are measured at fair value of the equity instruments (excluding the effect of non market-based vesting conditions)
at the date of grant. The fair value determined at the grant date of the share options is expensed on a straight-line
basis over the vesting period, based on the Group's estimate of shares that will eventually vest.

Fair value is measured using the Black-Scholes pricing model. The expected life used in the model has been
adjusted, based on Management's best estimate, for the effects of non-transferability, exercise restrictions and
behavioural considerations.

GOVERNMENT GRANTS - Government grants are not recognised until there is reasonable assurance that the Group will
comply with the conditions attaching to them and the grants will be received. Government grants whose primary condition
is that the Group should purchase, construct or otherwise acquire non-current assets are recognised as deferred income
in the Statement of Financial Position and transferred to Profit or Loss on a systematic and rational basis over the useful
lives of the related assets.

Government grants in relation to expenses incurred are recognised as other operating income in the period in which they
become receivable.

REVENUE RECOGNITION - The Group recognises revenue from the following sources:

. Transport services
. Lease revenue
. Other commercial services

Revenue is measured based on consideration specified in a contract with a customer and excludes amounts collected on
behalf of third parties. The Group recognises revenue when it transfers control of a product or service to a customer.

Revenue from transport services comes from the provision of bus and rail services to commuters travelling on public
transport systems. Revenue from transport regulator for scheduled bus services is recognised as and when services are
rendered, including an estimation of the expected consideration on achieving certain performance targets. Revenue from
other third parties for rail services is recognised as and when services are rendered.

Lease revenue comprises leasing fees for the buses and other assets used in the provision of bus services under the Bus
Contracting Model ("BCM”). Lease revenue is recognised upon completion of services.

Revenue from other commercial services comprises advertising and rental income. Advertising production revenue is
recognised when production is completed and advertising media revenue is recognised on a time proportionate basis
over the term relevant contract. Rental income is recognised on a straight-line basis over the term of the relevant lease.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

BORROWING COSTS - Borrowing costs incurred to finance the purchase of qualifying assets are capitalised during
the period of time that is required to complete and prepare the asset for its intended use. Other borrowing costs are
recognised in Profit or Loss in the period which they are incurred.

INCOME TAX - Current income tax liabilities (and assets) for current and prior periods are recognised at the amounts
expected to be paid to (or recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting year.

Deferred income tax assets/liabilities are recognised for deductible/taxable temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts. The principal temporary differences arise from depreciation,
provision for fuel equalisation and future tax benefits from certain provisions not allowed for tax purposes until a later
period. Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised.

Deferred tax liabilities are recognised on taxable temporary differences arising from investment in subsidiary except where
the Group is able to control the reversal of the temporary difference and it is probable that the temporary difference will
not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting year and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered. Deferred
tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

Current and deferred tax are recognised as an expense or income in Profit or Loss, except when they relate to items
credited or debited outside Profit or Loss (either in Other Comprehensive Income or directly in equity), in which case
the tax is also recognised outside Profit or Loss (either in Other Comprehensive Income or directly in equity), or where
they arise from the initial accounting for a business combination. In the case of a business combination, the tax effect is
taken into account in calculating goodwill or determining the excess of the acquirer’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities over cost.

FOREIGN CURRENCY TRANSACTIONS - The individual Financial Statements of each Group entity are measured and
presented in the currency of the primary economic environment in which the entity operates (its functional currency).
The Consolidated Financial Statements of the Group and the Statement of Financial Position and Statement of Changes
in Equity of the Company are presented in Singapore dollars, which is the functional currency of the Company, and the
presentation currency for the Consolidated Financial Statements.

Transactions in currencies other than each Group entity’s functional currency are recorded at the rate of exchange
prevailing on the date of the transaction. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at the end of each reporting period. Non-monetary items carried at fair
value that are denominated in foreign currencies are translated at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on retranslation of monetary items are included
in Profit or Loss for the period. Exchange differences arising on the retranslation of non-monetary items carried at fair
value are included in Profit or Loss for the period except for differences arising on the translation of non-monetary items
in respect of which gains and losses are recognised in Other Comprehensive Income. For such non-monetary items, any
exchange component of that gain or loss is also recognised in Other Comprehensive Income.

In order to hedge its exposure to certain foreign exchange risks, the Group enters into forward contracts and options
(please see above for details of the Group’s accounting policies in respect of such hedging instruments).

CASH AND CASH EQUIVALENTS IN THE CASH FLOW STATEMENT OF THE GROUP - Cash and cash equivalents in the
Cash Flow Statement of the Group comprise cash on hand and other short-term highly liquid investments that are readily
convertible to a known amount of cash and are subject to an insignificant risk of changes in value.



84 SBS Transit Ltd

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

3 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, which are described in Note 2, the Management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period of the revision and future
periods if the revision affects both current and future periods.

Critical judgements in applying the Group’s accounting policies

Management is of the opinion that any instances of applications of judgements are not expected to have a significant
effect on the amounts recognised in the Financial Statements (apart from those involving estimations, which are dealt
with below).

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the reporting
period, 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:

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, it is probable that the Group
will be required to settle that obligation and a reliable estimate can be made of the amount of the obligation.

(a) Accident claims

Claims for property damage and personal injury are provided in the Financial Statements based on the claims
outstanding as of the end of the financial year and estimated amounts payable. The past claims history and payment
are used as a basis to estimate the amounts in which the Group will have to pay to third parties for such claims.
Provision for claims is disclosed in Note 17.

(b) Insurance premiums

With effect from 2008, the Group has undertaken personal injury insurance with a fixed annual premium per vehicle.
However, the Group had in the previous financial years incurred additional premiums payable as the insurance
claims per vehicle had exceeded the minimum amount as stipulated in the insurance policy for those years. All
premiums relating to the period before 2008 have been paid as at 31 December 2018 (2017 : $3,230,000 accrued
for period from 2006 — 2008) and Management has assessed that no further accrual is necessary (Note 17).

(c) Retirement benefits

Retirement benefits subject to a maximum of $3,000 is payable to a retiring employee on or after attaining the
retirement age and on completion of at least five years of service. Provision is made based on the number of years
of service rendered by qualifying employees and discounted to present value using the market yield of Singapore
Government Bonds at end of the reporting period of 1.93% to 2.37% (2017 : 1.50% to 2.27%) per annum and after
taking into account an estimated attrition rate. The estimated attrition rate used is based on the Management's best
estimate using historical trend. Provision for retirement benefits is disclosed in Note 19.
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3 CRITICALACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY (CONT'D)
(d) Long service awards

Staff with more than 15 years of service are entitled to long service awards of $500 for 15 years of service, $700 for
20 years, $900 for 25 years, $1,100 for 30 years and $1,300 for 35 years. Provision is made based on the number
of years of service rendered by qualifying employees and discounted to present value using the market yield
of Singapore Government Bonds at end of the reporting period of 1.93% to 2.37% (2017 : 1.50% to 2.27%) per
annum and after taking into account an estimated attrition rate. The estimated attrition rate used is based on the
Management's best estimate using historical trend. Provision for long service awards is disclosed in Note 19.

Useful lives of vehicles, premises and equipment

As described in Note 2, the Group reviews the estimated useful lives of vehicles, premises and equipment at the end
of each annual reporting period. During the financial year, Management determined that the estimated useful lives of
vehicles, premises and equipment are appropriate and no material revision is required. The carrying amounts of the
vehicles, premises and equipment are disclosed in Note 12.

4 HOLDING COMPANY, RELATED COMPANY AND RELATED PARTY TRANSACTIONS

The Company's immediate and ultimate holding company is ComfortDelGro Corporation Limited, incorporated in
Singapore.

Related companies in these Financial Statements refer to members of the ultimate holding company’s group of companies.
Some of the Group's transactions and arrangements are with related parties and other members of the ultimate holding
company's group of companies and the effects of these on the basis determined between the parties are reflected in
these Financial Statements.

Related parties include associate or joint venture of a member of the ultimate holding company.

Significant intercompany and related party transactions during the financial year, other than those disclosed elsewhere in
the notes to the Financial Statements are as follows:

The Group
2018 2017
$'000 $'000
Purchases of inventories from a related company 30,450 22,636
Rental expense from:
Ultimate holding company 3,222 3,215
Related company 600 600
Purchase of goods and services from:
Ultimate holding company 2,845 2,752
Related companies 2,646 1,861
Associate of the ultimate holding company 25 826
Sales of goods and services to:
Ultimate holding company (21) (20)
Related companies (1,098) (1,312)
Associate of the ultimate holding company (7) (63)
Transfer of computers and automated equipment
to a related company = (33)
Rental income from related companies (233) (231)

The amounts outstanding are unsecured, interest-free and are repayable on demand, unless otherwise stated. No
guarantees have been given or received.

No expense has been recognised in the financial year for bad and doubtful debts in respect of the amounts owed by
related companies.
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5 SHORT-TERM DEPOSITS AND BANK BALANCES

The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Cash and bank balances 5,711 5,275 4,254 4,785 4,028 3,446
Fixed deposits 27,000 = — 27,000 — —
Total 32,711 5,275 4,254 31,785 4,028 3,446

Fixed deposits bear effective interest rate of 1.60% to 1.74% per annum and for a tenure of approximately 3 to 14 days. The
fixed deposits can be readily converted to a known amount of cash and are subject to an insignificant risk of changes in
value.

6 INVESTMENTS

The Group and The Company

31 December 31 December 1 January
2018 2017 2017
$'000 $'000 $'000
Financial assets at fair value
through Other Comprehensive Income:
Bond in SP PowerAssets Limited — 5,134 5,268

The bond has been fully redeemed during the financial year.

The fair values were based on the closing market prices on the last market day of the financial year.

7 TRADE RECEIVABLES

The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Related companies (Note 4) 15 6 6 15 6 6
Outside parties 123,494 122,576 77,232 120,210 119,464 76,278
Total 123,509 122,582 77,238 120,225 119,470 76,284

The amounts outstanding are interest-free and the credit period ranges from 7 to 30 days (2017 : 7 to 30 days).

The expected risks of default on trade receivables at the reporting date is insignificant as a majority of receivables is from
the Land Transport Authority ("LTA"). For the remaining receivables, the concentration of credit risk is limited due to the
customer base being large and unrelated. Accordingly, no allowance for doubtful trade receivables is deemed necessary
by the Group as at the reporting date.
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OTHER RECEIVABLES AND PREPAYMENTS

The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Receivables from:
Ultimate holding company
(Note 4) - i - - P4 -
Related companies (Note 4) 1,749 435 258 1,749 435 258
Subsidiary (Note 10) = - = 213,194 173,816 112,263
1,749 442 258 214,943 174,258 112,521
Prepayments 11,432 9,474 12,431 7,560 7,070 11,665
Interest receivable 13 47 47 e 47 47
Staff advances 525 216 190 334 112 114
Security deposits:
Ultimate holding company
(Note 4) - — 721 — - 721
Outside parties 961 893 929 941 887 924
Accrued income 18,703 14,735 3,425 14,249 12,584 2,201
Receivables from outside
parties 23,083 5,894 1,273 21,511 4,641 215
Total 56,466 31,701 19,274 259,551 199,599 128,408

Majority of the other receivables are due from creditworthy parties where Management has assessed the credit risk to
be low.

INVENTORIES

Inventories comprised mainly of parts, accessories and consumable stores required for the operation and maintenance of
vehicles and equipment.

SUBSIDIARY

The Company has investment in unquoted equity shares representing 100% equity interest in SBS Transit DTL Pte. Ltd.
incorporated in Singapore. The cost of investment in the subsidiary was $5,000,000 (2017 : $5,000,000). The subsidiary is
audited by Deloitte & Touche LLP, Singapore.

The principal activities of the subsidiary are those of the operation and maintenance of Downtown Line.

The Group is in compliance with Listing Rules 712 and 715 of The Singapore Exchange Securities Trading Limited as
suitable auditing firms have been appointed to meet the Group's audit obligations.

PREPAYMENTS

Prepayments pertain to downpayments for the purchase of vehicles, premises and equipment.
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12 VEHICLES, PREMISES AND EQUIPMENT

Computers  Workshop
Leasehold Other and machinery, Furniture, Capital
landand  leasehold automated tools and Motor fittingsand projectsin
Buses buildingnn  buildings equipment equipment vehicles equipment progress Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

The Group
Cost or valuation:
At 1 January 2017 1,152,915 63,880 45,461 59,957 53,819 7,874 16,349 1,166 1,401,421
Additions - - 3,928 1,824 11,783 993 1,398 15,064 34,990
Disposals (17,100) = = (767) (282) (504) (358) = (19,011)
Reclassification 5176 - 61 - 2,291 - - (7,528) -
Transfer to a related

company - - - (90) - - = = (90)
At 31 December 2017 1,140,991 63,880 49,450 60,924 67,611 8,363 17,389 8702 1,417,310
Additions 5,056 109 668 1,808 7,654 575 2,198 6,258 24,326
Disposals ™ (21,437) - - (42,821) (32,585) (441) (1,092) (2,006) (100,382)
Reclassification 385 - 2,646 729 3,593 19 423 (7,795) =
Transfer to Ultimate

holding company - - - (1) = = 3) = (4)
At 31 December 2018 1,124,995 63,989 52,764 20,639 46,273 8,516 18,915 5159 1,341,250
Accumulated depreciation:
At 1 January 2017 404,729 1,568 32,280 55,846 25,835 4,371 10,606 - 535,235
Additions 80,378 4,703 1,747 2,639 4,984 910 1,564 - 96,925
Disposals (16,859) = - (767) (273) (464) (273) = (18,636)
Transfer to a related

company - - - (58) - - - = (58)
At 31 December 2017 468,248 6,271 34,027 57,660 30,546 4,817 11,897 - 613,466
Additions 77,257 4,706 2,064 2,505 4,193 919 1,492 - 93,136
Disposals ™2 (21,436) - - (42,821) (5,632) (397) (366) - (70,652)
Transfer to Ultimate

holding company - - - (1) - - (3) - (4)
At 31 December 2018 524,069 10,977 36,091 17,343 29,107 5,339 13,020 - 635,946
Carrying amount:
At 31 December 2018 600,926 53,012 16,673 3,296 17,166 317/ 5,895 5,159 705,304
At 31 December 2017 672,743 57,609 15,423 3,264 37,065 3,546 5492 8,702 803,844
At 1 January 2017 748,186 62,312 13,181 4,111 27,984 3.503 5,743 1,166 866,186
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VEHICLES, PREMISES AND EQUIPMENT (CONT'D)

Computers  Workshop
Leasehold Other and machinery, Furniture, Capital
landand  leasehold automated tools and Motor fittingsand projectsin
Buses buildingnn  buildings equipment equipment vehicles equipment progress Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

The Company
Cost or valuation:
At 1 January 2017 1,152,915 63,880 34,427 58,274 50,891 6,211 15,017 1,166 1,382,781
Additions - - 514 1,084 11,041 539 782 12,798 26,758
Disposals (17.100) = = (764) (282) (504) (358) = (19,008)
Reclassification 5176 - 61 - 2,291 - - (7,528) -
Transfer to a related

company - - - (90) - - - - (90)
Transfer (to) from

subsidiary - - - (1) - - 27 - 26
At 31 December 2017 1,140,991 63,880 35,002 58,503 63,941 6,246 15,468 6,436 1,390,467
Additions 5,056 109 405 1,536 5,651 565 1,906 6,250 21,478
Disposals ™2 (21,437) - - (42,811) (32,566) (441) (1,090) (2,006) (100,351)
Reclassification 385 - 380 729 3,503 19 423 (5,529) -
Transfer to Ultimate

holding company - - - (1) - - (3) - (4)
Transfer from subsidiary - = = 1 = = | = 2
At 31 December 2018 1,124,995 63,989 35,787 17,957 40,619 6,389 16,705 5151 1,311,592
Accumulated depreciation:
At 1 January 2017 404,729 1,568 30,585 55,080 24,738 3,870 10,287 - 530,857
Additions 80,378 4,703 877 2,095 4,487 616 1:325 - 94,481
Disposals (16,859) = = (764) (273) (464) (273) = (18,633)
Transfer to a related

company - - - (58) - - - - (58)
Transfer to subsidiary - - - 1) - = = = 1)
At 31 December 2017 468,248 6,271 31,462 56,352 28,952 4,022 11,339 - 606,646
Additions 77,257 4,706 946 1,840 3,560 590 1,211 - 90,110
Disposals ™ (21,436) = = (42,811) (5,614) (397) (365) = (70,623)
Transfer to Ultimate

holding company - - - (1) - - 3) - (4)
Transfer from subsidiary - - - - - - - - -
At 31 December 2018 524,069 10,977 32408 15,380 26,898 4,215 12,182 - 626,129
Carrying amount:
At 31 December 2018 600,926 53,012 3,379 2,577 13,721 2,174 4,523 5:151 685,463
At 31 December 2017 672,743 57,609 3,540 2,151 34,989 2,224 4,129 6,436 783,821
At 1 January 2017 748,186 62,312 3,842 3,194 26,153 2,341 4,730 1,166 851,924

NL: The Group's leasehold land and building at Soon Lee bus depot are stated at their revalued amounts (Note 21) being the fair value at the date of revaluation
based on valuation performed by an independent external valuer. The revaluation was done pursuant to the agreement in the Negotiated Contract under
the BCM (Note 34). As at 31 December 2018, the carrying amount of Soon Lee bus depot would have been $19,665,000 (2017 : $21,311,000), had the
depot been carried at cost less accumulated depreciation.

N2 - The disposals for the year included assets sold to LTA under the New Rail Financing Framework ("NRFF”) at net book values of $29,210,000 (Note 33).
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12 VEHICLES, PREMISES AND EQUIPMENT (CONT'D)

Details of leasehold land and building owned by the Group and the Company are as follows:

Approximate

Location land area Tenure Usage
No. 28 26,670sgm 30 years from Bus depot
Soon Lee Road 1 April 2000
Singapore (11 years 3 months

unexpired)

Details of other leasehold buildings are as follows:

Approximate

Location land area Tenure Usage
No. 550 52,187 sgm 43 years from Bus depot
Bukit Batok Street 23 1 January 1983

Singapore (7 years unexpired)

No. 4 74,236 sqm 38 years from Bus depot
Defu Ave 1 1 January 1983

Singapore (2 years unexpired)

No. 1470 62,220 sgm Under Temporary Bus depot
Bedok North Ave 4 Occupation Licence

Singapore

No. 2A 17,939 sgm Under Temporary Bus park
Ayer Rajah Crescent Occupation Licence

Singapore

No. 15 63,955sgm 26 years from Bus depot
Ang Mo Kio Street 63 1 March 1994

Singapore (1 years 2 months unexpired)
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13 DEFERRED TAX ASSETS/LIABILITIES

The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Deferred tax assets 21,680 22,187 20,354 - - -
Deferred tax liabilities (77,676) (87,112) (85,554) (77,676) (87,112) (85,554)
Net (55,996) (64,375) (65,200) (77,676) (87,112) (85,554)
At beginning of year (64,375) (65,200) (56,584) (87.112) (85,554) (71,545)
Credit (Charge) to Profit or
Loss (Note 27) 16,666 1,300 (5,335) 9,262 (1,083) (10,826)
Utilisation of deferred tax
assets under Group Relief
Scheme
— SBS Transit DTL Pte. Ltd. (8,629) - - - - -
Arising from movement
in Other Comprehensive
Income Statement 342 (475) (3,281) 174 (475) (3,183)
At end of year (55,996) (64,375) (65,200) (77,676) (87,112) (85,554)
The balance comprises the tax effects of:
The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Deferred tax assets
Unutilised tax losses 20,435 21,992 19,887 - - -
Excess of tax written down
value over carrying amount 1,026 708 443 - - -
Other items 219 37 24 - - -
21,680 22,737 20,354 = = =
Deferred tax liabilities
Excess of carrying amount
over tax written down value (97,650) (108,845) (102,684) (97,650) (108,845) (102,684)
Other items 19,974 21,733 17,130 19,974 21,733 17,130
(77,676) (87,112) (85,554) (77,676) (87,112) (85,554)
Net deferred tax liabilities (55,996) (64,375) (65,200) (77,676) (87,112) (85,554)




92 SBS Transit Ltd

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2018

14 BORROWINGS

The Group and The Company

31 December 31 December 1 January
2018 2017 2017
$'000 $'000 $'000
Borrowings comprise the following:
(a) Short Term Bank Loans — 6,000 —
(b) Long Term Bank Loans 75,000 175,000 66,000
(c) Medium Term Notes — - 150,000
Total 75,000 181,000 216,000
Analysed as:
Current — 56,000 150,000
Non-current 75,000 125,000 66,000
Total 75,000 181,000 216,000

(a) Short Term Bank Loans

In 2017, short term bank loans were for a tenure of 1 month, unsecured and bore interest at rates ranging from
1.23% to 1.27% per annum.

As at the end of the reporting period, the Group has fully repaid the short term bank loans.
(b) Long Term Bank Loans
The long term bank loan has a remaining tenure of 2 years (2017 : 1 to 3 years), unsecured and bears a fixed interest

rate of 1.91% (2017 : 1.91% to 2.53%) per annum.

15 TRADE AND OTHER PAYABLES

The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Payables to:

Ultimate holding company
(Note 4) 884 814 986 870 800 970
Related companies (Note 4) 7,391 6,133 3,151 4,928 6,069 3,128
Related party (Note 4) - 22 - - 6 -
Outside parties 59,968 65,294 53,699 52,552 60,468 48,487
Accruals 222,281 195,770 180,602 192,419 169,787 158,381
Deferred income 3,247 4,269 3,510 2,681 3,634 3,215
Total 293,771 272,302 241,948 253,450 240,764 214,181

Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing costs.

The amounts outstanding are interest-free and the average credit period is 30 days (2017 : 30 days).



Annual Report 2018 93

16

17

18

DEPOSITS RECEIVED
The Group The Company

31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Deposits received 9,745 9,248 9,769 8,124 7,661 8,209
Less: Due within 12 months (2,588) (3,648) (4,967) (2,259) (3.271) (4,301)
Due after 12 months 7,157 5,600 4,802 5,865 4,390 3,908

Deposits received from tenants in respect of leases of stalls and shop lots, are repayable upon termination of the lease
agreements. Deposits that are not expected to be repaid within the next 12 months after the end of the reporting period
are presented as a non-current liability. The carrying amount of the deposits approximates their fair value.

INSURANCE PREMIUMS PAYABLE AND PROVISION FOR ACCIDENT CLAIMS

The Group and The Company

31 December 31 December 1 January

2018 2017 2017

$'000 $'000 $'000

At beginning of year 21,965 24,799 26,652

Charge to Profit or Loss 2,606 1,285 2,955

Payments (5,038) (4,069) (4,808)

At end of year 19,533 21,965 24,799
The balance comprises provision for:

Insurance premiums - 3,230 6,630

Accident claims 19,533 18,735 18,169

19,533 21,965 24,799

The insurance premiums payable and provision for accident claims represent the estimated amount which the Group
will have to pay to outside parties for insurance premiums and accident claims involving the Group Vehicles (Note 3 (a)
and (b)).

DEFERRED GRANTS

The grants received/receivable had been recognised as deferred income in accordance with the Group’s accounting
policy.
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The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
At beginning of year 10,718 10,981 10,260 10,496 10,836 10,186
Charge to Profit or Loss 954 688 1,414 876 597 1,341
Payments (668) (951) (693) (666) (937) (691)
At end of year 11,004 10,718 10,981 10,706 10,496 10,836
The balance comprises provision for:
Retirement benefits 7,617 7,527 7,737 7,438 7,395 7,656
Long service awards 3,387 3,191 3,244 3,268 3,101 3,180
11,004 10,718 10,981 10,706 10,496 10,836
SHARE CAPITAL
The Group and The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
Number (‘'000) of ordinary shares $'000 $'000 $'000
Issued and paid up:
At beginning of year 311,085 310,255 309,165 98,873 97,138 94,786
Exercise of share options 585 830 1,090 1,289 1,735 2,352
At end of year 311,670 311,085 310,255 100,162 98,873 97,138

Fully paid ordinary shares, which have no par value, carry one vote per share and a right to dividends as and when declared

by the Company.

Share options over ordinary shares granted under the employee share option plan

Details of the outstanding share options of the Company as at the end of the financial year are set out in Note 23 (b).

The Company has one class of ordinary shares which carry no right to fixed income.
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OTHER RESERVES
The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Share option reserve:
At beginning of year 124 355 507 124 355 507
Transfer to share capital
on exercise of share
options (Note 20) (62) (95) (116) (62) (95) (116)
Transfer to
accumulated profits (29) (136) (36) (29) (136) (36)
At end of year 33 124 355 33 124 355
Investments revaluation
reserve:
At beginning of year 133 267 336 133 267 336
Loss on investments = (134) (69) = (134) (69)
Maturity of investments (133) = - (133) = -
At end of year — 133 267 - 153 267
Premises revaluation reserve:
At beginning of year 40,265 40,265 = 40,265 40,265 -
Revaluation changes
during the year in Other
Comprehensive Income - - 40,265 - - 40,265
At end of year 40,265 40,265 40,265 40,265 40,265 40,265
Hedging reserve:
At beginning of year - (2,321) (18,335) - (2,321) (17.860)
(Loss) Gain on cash flow
hedges (1,670) 2,321 16,014 (848) 2,321 15,539
At end of year (1,670) - (2,321) (848) - (2,321)
Total 38,628 40,522 38,566 39,450 40,522 38,566
REVENUE
Revenue comprises the following amounts:
The Group
2018 2017
$'000 $'000
Transport services 1,226,013 1,035,824
Lease revenue 99,314 99,866
Other commercial services 58,286 56,027
Total 1,383,613 1,191,717

Revenue from transport services are mainly contracts with the government (public sector) in Singapore for an average of
7 years. The Group derives the revenue that corresponds directly with the services rendered to the customers.
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23 STAFF COSTS

(a) Included in staff costs are:

(i) The remuneration of the Directors (executive and non-executive) and key executives comprised mainly of
short term benefits amounting to $3,708,030 (2017 : $3,483,526).

The Group
2018 2017
$'000 $'000
(ii) Cost of contribution to Central Provident Fund 54,719 49,777

(b) Share-based payments
Share option scheme

The Company has a share option scheme for employees of the Group of the rank of Executive and above, and
certain categories of persons who are not employees but who work closely with the Group. The scheme is
administered by the Remuneration Committee. Information on the share option plan is disclosed in paragraph
4 to the Directors’ Statement. Options are exercisable at a subscription price determined with reference to the
market price of the shares at the time of grant of the options. The vesting period is one year. If the options remain
unexercised after a period of 10 years (5 years for non-executive Directors) from the date of the grant, the options
expire. Options granted will lapse when the option holder ceases to be a full-time employee or Director of the
Group, subject to certain exceptions at the discretion of the Remuneration Committee.

Details of the share options outstanding during the year are as follows:

The Company

2018 2017
Weighted Weighted
average average
Number of exercise Number of exercise
share options price share options price
$ $
Outstanding at beginning of year 1,040,000 1291 3,085,000 2.49
Lapsed during the year (222,500) 1.78 (1,215,000) 3.34
Exercised during the year (585,000) 2.10 (830,000) 1.98
Qutstanding at end of year 232,500 1.58 1,040,000 191
Exercisable at end of year 232,500 1.58 1,040,000 191

The weighted average share price at the date of exercise for share options during the year was $2.60 (2017 : $2.60).
The options outstanding at the end of the year have a weighted average remaining contractual life of 0.5 year (2017
: 0.9 year). For further details on the exercise prices of the options outstanding at the end of the year, please refer
to the Directors’ Statement.

The SSOS expired on 8 June 2010 and hence no option has been granted since then.
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OPERATING PROFIT

In addition to the charges and credits disclosed elsewhere in the notes to the Financial Statements, this item includes the

following charges (credits):

The Group
2018 2017
$'000 $'000
Directors’ fees 528 460
Cost of inventories recognised in repairs and maintenance costs 130,139 112,606
Net (gain) loss on disposal of vehicles and equipment (261) 103
Insurance premiums payable and provision for accident claims 2,606 1,235
Provision for service benefits and long service awards 954 688
Audit fees:
Paid to auditors of the Company 122 124
Non-audit fees:
Paid to auditors of the Company 32 52
NET INCOME FROM INVESTMENTS
The Group
2018 2017
$'000 $'000
Interest income from bonds 195 242
Interest income from bank and short-term deposits 79 =
Total 274 242
FINANCE COSTS
The Group
2018 2017
$'000 $'000
Interest expense on Bank Loans 3,390 4,482
TAXATION
The Group
2018 2017
$'000 $'000
Current taxation 30,749 9,275
Deferred tax (Note 13) (16,666) (1,300)

14,083 7,975
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27 TAXATION (CONT'D)

The taxation charge varied from the amount of taxation charge determined by applying the Singapore income tax rate of
17% (2017 : 17%) to profit before taxation as a result of the following differences:

The Group

2018 2017

$'000 $'000

Profit before taxation 94,185 55,103
Taxation charge at statutory rate 16,011 9,368
Non-allowable items 612 600
Tax-exempt income (26) (26)
Overprovision of deferred tax in prior years (2,500) (1,950)
Other items (14) (17)
14,083 7,975

28 EARNINGS PER SHARE

Earnings per share is calculated by dividing the Group's net profit attributable to shareholders of the Company for the year
by the weighted average number of ordinary shares in issue during the financial year as follows:

2018 2017
Profit attributable to shareholders of the Company ($'000) 80,102 47,128
Weighted average number of ordinary shares in issue ('000) 311,448 310,754
Basic earnings per share (in cents) 25.72 1.5:1.7

For the diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume
conversion of all dilutive potential ordinary shares which are the share options granted to employees and Directors. A
calculation is done to determine the number of shares that could have been acquired at market price (determined as the
average share price of the Company's shares for the financial year) based on the monetary value of the subscription rights
attached to outstanding share options. This calculation serves to determine the ‘unpurchased’ shares to be added to the
ordinary shares outstanding for the purpose of computing the dilution.

2018 2017

Profit attributable to shareholders of the Company ($'000) 80,102 47,128

Weighted average number of ordinary shares in issue (‘000) 311,448 310,754

Adjustment for share options (‘000) 91 248
Weighted average number of ordinary shares for the purpose

of diluted earnings per share ('000) 311,539 311,002

Diluted earnings per share (in cents) 25.71 15.15
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BUSINESS SEGMENT INFORMATION
The Group operates principally in Singapore.

Following the developments in the public transport industry, the Group's business segment information reported to the
Group's chief operating decision maker for purposes of resource allocation and assessment of segment performance are
based on the following:

(a) Public Transport Services: Income is generated substantially from the provision of bus and rail services to
commuters travelling on public transport systems.

(b) Other Commercial Services: Income is generated substantially through —

(i) advertisements on buses and trains and at bus interchanges and rail stations;
and

(i) rental collections from commercial and shop space at bus interchanges and
rail stations.

Segment revenue and expense: Segment revenue and expense are the operating revenue and expense reported in the
Group's profit and loss that are directly attributable to a segment and the relevant portion of such revenue and expense
that can be allocated on a reasonable basis to a segment.

Segment assets and liabilities: Segment assets include all operating assets used by a segment and consist principally
of operating receivables, inventories and vehicles, premises and equipment, net of allowances and provisions. Capital
additions include the total cost incurred to acquire vehicles, premises and equipment directly attributable to the segment.
Segment liabilities include all operating liabilities and consist principally of accounts payable and accruals.

Public Other
Transport Commercial
Services Services Total
$'000 $'000 $'000

31 December 2018
REVENUE 1,325,327 58,286 1,383,613
RESULTS
Segment results 60,210 37,091 97,301
Net income from investments 274
Finance costs (3,390)
Profit before taxation 94,185
Taxation (14,083)
Profit after taxation 80,102
OTHER INFORMATION
Additions of vehicles, premises and equipment 23,829 497 24,326
Depreciation expense 91,682 1,454 93,136
STATEMENT OF FINANCIAL POSITION
ASSETS
Segment assets 989,225 21,503 1,010,728
Unallocated corporate assets 52,105
Consolidated total assets 1,062,833
LIABILITIES
Segment liabilities 332,901 29,632 362,533
Unallocated corporate liabilities 201,900

Consolidated total liabilities 564,433
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BUSINESS SEGMENT INFORMATION (CONT'D)

Public Other
Transport Commercial
Services Services Total
$'000 $'000 $'000

31 December 2017
REVENUE 1,135,690 56,027 1,191,717
RESULTS
Segment results 25,925 33,418 59,343
Net income from investments 242
Finance costs (4,482)
Profit before taxation 55,103
Taxation (7,975)
Profit after taxation 47,128
OTHER INFORMATION
Additions of vehicles, premises and equipment 29,449 5,541 34,990
Depreciation expense 95,496 1,429 96,925
STATEMENT OF FINANCIAL POSITION
ASSETS
Segment assets 1,032,183 24,558 1,056,741
Unallocated corporate assets 31,081
Consolidated total assets 1,087,822
LIABILITIES
Segment liabilities 319,043 28,743 347,786
Unallocated corporate liabilities 290,810
Consolidated total liabilities 638,596
1 January 2017
STATEMENT OF FINANCIAL POSITION
ASSETS
Segment assets 1,005,839 20,752 1,026,591
Unallocated corporate assets 28,205
Consolidated total assets 1,054,796
LIABILITIES
Segment liabilities 356,270 30,551 386,821
Unallocated corporate liabilities 249,990
Consolidated total liabilities 636,811




Annual Report 2018 101

30 COMMITMENTS

As at 31 December 2018, the Group and the Company have the following commitments:

(a) Capital commitments contracted for but not provided for in the Financial Statements:
The Group The Company
2018 2017 2018 2017
$'000 $'000 $'000 $'000
Purchase of vehicles, premises and equipment 37,833 39,330 36,234 37,366
(b) Operating lease arrangements

The Group as lessee

The Group
2018 2017
$'000 $'000
Minimum lease payment under operating leases included in Profit or Loss 11,143 10,324

At end of the reporting period, commitments in respect of the non-cancellable operating leases which fall due are

as follows:
The Group
2018 2017
$'000 $'000
Within one year 10,606 10,196
In the second to fifth year inclusive 12,581 19,923
After five years 3,676 5,226
Total 26,863 35,345

Operating lease payments represent rentals payable by the Group for office premises and bus depots. Leases are
negotiated for periods up to 43 years. Periods with rental increment are fixed ranging from 1 year to 13 years.

The Group as lessor

The Group rents out part of their spaces and floor areas at bus depots and train stations under operating leases.
Property rental and licence fee income earned under non-cancellable leases during the year was $19,096,000
(2017 : $18,559,000). The properties are managed and maintained by the Group.

At end of the reporting period, the Group and the Company contracted with tenants for the following future
minimum lease payments:

The Group The Company
2018 2017 2018 2017
$'000 $'000 $'000 $'000
Within one year 16,032 16,836 12,876 13,364
In the second to fifth year inclusive 13,053 13,803 11,085 10,358

Total 29,085 30,639 23,961 23,722
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31 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT

(a)

(b)

Categories of financial instruments

The following table sets out the financial instruments as at the end of the reporting period:

The Group The Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
$'000 $'000 $'000 $'000 $'000 $'000
Financial assets
Amortised cost 201,254 150,084 88,335 404,001 316,027 196,473
Investments - 5,134 5,268 — 5,134 5,268
201,254 155,218 93,603 404,001 321,161 201,741
Financial liabilities
Amortised cost 343,437 434,948 437,567 304,888 402,530 409,021
Financial
instruments
designated in
hedge accounting
relationships:
Hedging instrument 2,012 — 2,798 1,021 — 2,798

Financial risk, management policies and objectives

The main areas of financial risk faced by the Group are foreign currency exchange rate risk, interest rate risk,
credit risk, liquidity risk and fuel price risk. The Group recognises that management of financial risk is an important
aspect in its drive towards creating shareholders’ value. It is the Group's policy not to participate in speculative
financial instruments. The Group oversees financial risk management and regularly reviews its policy governing risk
management practices.

There has been no change to the Group's exposure to these financial risks or the manner in which it manages and
measures the risk.

Foreign exchange rate risk management

The Group is exposed to currency risk as a result of its purchases of spare parts, fuel and any other purchases where
the currency denomination differs from its functional currency (Singapore dollars). Its exposures include United
States Dollar ("USD"), Swedish Kroner (“SEK"), Euro ("EUR"), Japanese Yen (“JPY"), Malaysian Ringgit ("MYR") and
Sterling Pound ("GBP”). The Group manages its foreign exchange exposure through active currency management
using hedging instruments such as forwards and options where necessary.

Foreign currency sensitivity

Based on sensitivity analysis performed, the exposure to changes in foreign exchange rates is minimal and hence
the resulting impact on profit or equity of the Group is insignificant.
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31 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (CONT'D)

(b)

Financial risk, management policies and objectives (cont'd)

Interest rate risk management

The Group’s primary interest rate risk relates to borrowings, investments in fixed income securities and deposits.
The Group uses hedging instruments such as interest rate swaps and caps, where necessary, to achieve the desired
interest rate profile in its effort to manage interest rate risk.

Summary quantitative data of the Group's interest-bearing financial instruments are disclosed in Section (e) of this
note.

Interest rate sensitivity

Based on sensitivity analysis performed at end of the reporting period, the exposure to changes in interest rates is
minimal and hence the resulting impact on the profit or Other Comprehensive Income of the Group is insignificant.

Credit risk management

The Group has minimal credit risk arising from its public transport operations as the credit risk that arises from its
public transport operations is mainly from LTA and commuters who use the contactless smart card where cash
is collected upfront. The remaining credit risk from advertisement and rental revenue is controlled via upfront
deposits or strict credit terms and regular monitoring of advertisers’ and tenants’ financial standing. The Group
enters into treasury transactions only with creditworthy institutions. Its investments in fixed income instruments
are above investment grade as assigned by international credit-rating agencies. Cash and deposits are kept with
reputable financial institutions. There is no significant concentration of credit risk. In determining the recoverability
of a receivable, the Group considers any change in the credit quality of the receivables from the date credit was
initially granted up to the reporting date and expected credit losses as at end of the reporting period. To assess
whether there is a significant increase in credit risk, the Group compares the risk of a default occurring on the asset
as at the reporting date with the rate of default as at the date of initial recognition. It considers available reasonable
and supportive forward-looking information, where relevant.

The carrying amount of financial assets represents the Group’s maximum exposure to credit risk as disclosed in the
notes to the Financial Statements.

Liquidity risk management

The Group regularly reviews its liquidity position comprising free cash flows from its operations and credit lines
from banks to ensure its ability to access funding at any time at the best possible rates.

Fuel price risk management

Fuel, comprising diesel and electricity, is part of the operating cost of the Group. The Group seeks to hedge the
price risk associated with its fuel needs and uses hedging instruments, where necessary, to achieve the desired
hedge outcome.

Following the transition to the BCM, the fuel indexation in the contracts with LTA provides a natural hedge to
the diesel price risk. In view of this, the fuel price risk faced by the Group relates mainly to electricity. Based on
sensitivity analysis performed and taking into account the fuel hedges in place, as at end of the reporting period,
every one percentage point change in the rates of electricity using the closing rates as at end of the reporting
period as a basis will impact the Group's annual electricity costs by $0.3m (2017 : $0.3m). The sensitivity analysis
assumes that consumption is held constant at the same level as in 2018.
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31

(b)

(c)

Financial risk, management policies and objectives (cont'd)

Fair values of financial assets and financial liabilities

The carrying amounts of cash and cash equivalents, trade and other current receivables and payables, short term
loans and other liabilities approximate the respective fair values due to the relatively short-term maturity of these
financial instruments.

The fair values of other classes of financial assets and liabilities are disclosed in the respective notes to the Financial
Statements.

The Group classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs
used in making the measurements. The fair value hierarchy has the following levels:

(i) quoted prices in active markets for identical assets or liabilities (Level 1);

(ii) inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly or indirectly (Level 2); and

(iii) inputs for the asset or liability that are not based on observable market data (Level 3).

The fair values of the Group's investments are classified into Level 1. The Group's hedging instruments are classified
into Level 2. None of the fair value of the financial instrument is classified in Level 3. There are also no transfers
between Levels 1 and 2 of the fair value hierarchy during the financial year.

Hedging instruments
The Group utilises hedging instruments to hedge significant future transactions and cash flows.

The Group’'s hedging instruments are measured at fair value whereby future cash flows are estimated based on
contracted rates and observable forward rates at the end of the reporting period, discounted at a rate that reflects
the credit risk of the various counterparties.

The Group and the Company use fuel hedges to hedge against fuel price risks. These arrangements are designed
to address fuel price exposure. The fuel hedges are accounted for as cash flow hedges. At the end of the reporting
period, the Group has outstanding hedges with notional amounts totaling $14.9m. At the end of the prior period,
the Group did not have any outstanding hedges. The fair value of the Group’s and the Company’s fuel hedging
instruments comprised $2.0m and $1.0m respectively of liabilities on cash flow hedges in Other Comprehensive
Income.

The Group and the Company use forward contracts and options to manage their exposure to foreign exchange
risks. These arrangements are designed to address foreign exchange risk on future purchases of goods and are
accounted for as cash flow hedges. At the end of the reporting period, the Group does not have any foreign
exchange hedging instrument.

These amounts are based on market prices for equivalent instruments at the end of the reporting period.
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31 FINANCIAL INSTRUMENTS, FINANCIAL RISKS AND CAPITAL RISKS MANAGEMENT (CONT'D)

(d)

(e)

Capital risk management policies and objectives

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation of the debt and equity balance.

The Group's capital management objectives are to safeguard its ability to continue as a going concern and to
maximise shareholder value. Management monitors the gross and net gearing of the Group and its implication on
weighted average cost of capital in deciding the optimal capital structure. These objectives determine the Group's
decisions on the amount of dividends to be paid to shareholders and the sources of capital to be raised, be it equity
or debt. The Group's debt capital refers to borrowings comprising loans under Note 14 (b) while equity refers to
total equity.

No changes were made in the objectives, policies or processes during the years ended 31 December 2018 and
2017.

The following are the expected contractual undiscounted cash outflows (including interest payments) of the
Group’s and the Company’s financial liabilities:

Contractual cash flows

Within Effective
Carrying Within 2to5 Beyond interest
amount Total 1 year years 5years rate
$'000 $'000 $'000 $'000 $'000 %
2018
Financial liabilities
Loans:
In functional currency:
Long Term Bank Loans
— unsecured 75,000 77,433 1,432 76,001 — 1.91
2017
Financial liabilities
Loans:
In functional currency:
Short Term Bank Loan
— unsecured 6,000 6,005 6,005 = - 123-127

Long Term Bank Loans
— unsecured 175,000 181,942 53,218 128,724 - 147 -253
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DIVIDENDS
(a) During the financial year, the Company paid dividends as follows:
2018 2017
$'000 $'000
Tax-exempt one-tier final dividend in respect of the previous financial year:
— 3.95 cents (2017 : 2.70 cents) per ordinary share 12,298 8,390
Tax-exempt one-tier interim dividend in respect of the current financial year:
— 5.80 cents (2017 : 3.65 cents) per ordinary share 18,077 11,352
Total 30,375 19,742
(b) Subsequent to the end of the financial year, the Directors of the Company recommended that a tax-exempt

one-tier final dividend of 7.10 cents per ordinary share totalling $22,129,000 be paid for the financial year ended
31 December 2018. The dividend is subject to approval by shareholders at the forthcoming Annual General Meeting
and hence the proposed dividend has not been accrued as a liability for the current financial year.

Together with the tax exempt one-tier interim dividend of 5.80 cents per ordinary share (2017 : 3.65 cents per
ordinary share), total distributions paid and proposed in respect of the financial year ended 31 December 2018 will
be 12.90 cents per ordinary share (2017 : 7.60 cents per ordinary share).

LICENCE FOR RAIL SERVICES

North-East MRT System, Punggol LRT System and Sengkang LRT System

Licence Prior To 1 April 2018

The Company was issued a licence dated 15 January 2003 by the LTA under the Rapid Transit Systems Act to operate
the North-East Mass Rapid Transit System and the Sengkang and Punggol Light Rapid Transit Systems (collectively the
“Licensed Systems”) for an initial period of 30 years, with a possible extension of a further 30 years subject to the approval
of the LTA. Under this licence, the LTA funds the first set of the operating assets. The Company has the obligation, to
acquire the first set of the operating assets at the net book values as recorded in the latest audited accounts of the LTA,
at dates and times determined by the LTA during a joint review of the viability of the Licensed Systems by LTA and the
Company. In addition, the Company has to fund all additions, renewals and replacement of operating assets required
during the licence period. The Company had surrendered this licence on 31 March 2018 following the transition of the
Licenced Systems to the NRFF under which a new licence has been granted with effect from 1 April 2018.

New Licence Under the New Rail Financing Framework (“NRFF")

With effect from 1 April 2018, the Company has been granted a new licence to operate the Licensed Systems under the
NRFF for a period of 15 years. If the Company applies for an extension, LTA may extend the term of the new licence for a
further five years subject to terms and conditions as LTA may impose and the Company may accept.

The NRFF is an asset-light model whereby the LTA will make the capital investments in operating assets and thereby
retain the ability and flexibility to decide on the additions, renewals and replacements and undertake long term planning
for the rapid transit system network. It allows the LTA to respond more promptly to commuter needs, while relieving the
Company of the cost of asset renewal and upgrade, and of procuring additional operating assets when ridership demand
increases, in order to meet service level and reliability standards. The NRFF was first implemented in 2011 when the
Company was awarded the tender for the Downtown Line.
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LICENCE FOR RAIL SERVICES (CONT'D)

With the transition to the NRFF, the Company will no longer need to buy over the first set of operating assets from the
LTA. Going forward, LTA will also own and pay for the operating assets, including additions, renewals and replacements. In
conjunction with the transition to the NRFF, the Company had entered into Sale and Purchase Agreements with the LTA on
14 February 2018 for the sale of certain operating assets required for the operation of the Licensed Systems which were
purchased by the Company prior to the transition. The aggregate consideration for the sale was based on the respective
net book values of such assets on the date of transfer amounted to $29,210,000.

In exchange for the right to operate, maintain and derive revenue from the Licensed Systems, the Company will pay an
annual licence charge to the LTA over the licence period. The licence charge structure under the NRFF provides for some
sharing between the Company and the LTA of revenue risks under the Fare Revenue Shortfall Sharing (“FRSS”") as well as
profit sharing via an Earnings Before Interest and Tax ("EBIT") Cap/Collar. These are explained below:

(i) Fare Revenue Shortfall Sharing (“FRSS")

The licence charge structure has a FRSS mechanism which offers some level of protection against revenue risks
arising from uncertainties in ridership and fares. Under this mechanism, if the actual revenue falls short of the target
revenue by 2% to 6%, LTA will share 50% of the shortfall. If the shortfall between the actual revenue and the target
revenue exceeds 6%, LTA will bear 75% of the incremental revenue shortfall beyond 6%.

(ii) Earnings Before Interest and Tax (“EBIT") Cap / Collar

The licence charge structure provides for profit sharing via an EBIT cap and collar mechanism whereby LTA shares
in the upside of the EBIT above the cap as well as the downside risks below the collar. If the EBIT margin is lower
than 3.50%, LTA will share 50% of the shortfall. LTA's sharing of the shortfall is limited by the amount of licence
charge payable by the Company for the year. If the EBIT margin exceeds the cap of 5%, the excess will be shared
via a tiered structure, whereby 85% to 95% of the incremental EBIT above the 5% cap will be shared with LTA.

LTA's sharing under the FRSS and/or the EBIT Cap/Collar is limited by the amount of licence charge payable by the
Company for the year.

In addition, the LTA may reimburse or be reimbursed by the Company when new regulatory changes initiated
by LTA after the transition lead to changes in operating costs or revenue. Regulatory changes that may impact
operating costs or revenue include modifications to operating performance standards for the rail lines, maintenance
performance standards for the operating assets, key performance indicators or codes of practice and changes in
rentable and advertising spaces available for generating non-fare revenue.

Downtown Line MRT System

A licence dated 19 December 2013 was issued by LTA to the subsidiary of the Company under which the subsidiary of the
Company is licensed to operate the Downtown Line MRT System.

The licence sets out the conditions governing the operation of the Downtown Line MRT System and includes, among
others, the following:

(a) The licence is for a period of 19 years commencing from 20 December 2013. LTA may, if it deems fit, renew the
licence for such further period with revised terms and conditions of the renewed licence.

(b) The licence fee payable to LTA is prescribed under the subsidiary legislation of the Rapid Transit Systems Act during
the Licence Term.

(c) The subsidiary of the Company shall pay LTA a licence charge which consists of Fixed Charge and Revenue Share
Charge. A yearly Fixed Charge is payable from financial year 2019 to end of licence period. If the Operating Surplus
minus the Fixed Charge for a financial year is more than the Threshold Profit, the subsidiary of the Company shall
pay Revenue Share Charge.
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(d) After the commencement of revenue service of the last stage, the subsidiary of the Company shall pay LTA a Cash-
Bid Amount if the Net Operating Surplus for a financial year is more than the Threshold Profit.

(e) All Operating Assets shall remain the property of LTA except for Spares, Special Tools, Non-Proprietary Items and
End Devices purchased by the subsidiary of the Company during the Licence Term.

34 CONTRACTS UNDER THE BUS CONTRACTING MODEL (“BCM")

The Company entered into public bus services contracts (collectively known as the “Negotiated Contract”) with LTA for the
operation of public bus services under the BCM. The Negotiated Contract was effective from 1 September 2016 following
the expiry of the Bus Service Operating Licence on 31 August 2016. Under the Negotiated Contract, the Company operates
a total of 8 bus packages with an average contract period of 7 years. The respective contracted expiry dates of the
8 bus packages (subject to any further extension that may be granted at the sole discretion of LTA) are as follows: Bukit
Merah (2018), Sengkang-Hougang (2021), Bedok (2023), Jurong West (2024), Tampines (2024), Serangoon-Eunos (2025),
Clementi (2025) and Bishan-Toa Payoh (2026).

As part of the Negotiated Contract, the Company leases its fleet of close to 2,900 buses to LTA. In consideration of the
Company using its fleet for the provision of the bus services, LTA pays a leasing fee based on the depreciation of the buses
over the statutory lifespan. LTA also pays a leasing fee for the use of the other existing assets of the Company (bus depot
and related equipment) based on the depreciation of such assets.

Subsequent to the Negotiated Contract, the Company was awarded the Seletar Bus Package in April 2017 and the Bukit
Merah Bus Package (the first among the 8 bus packages within the Negotiated Contract to expire) in February 2018
respectively through the tender process conducted by LTA. Both bus packages secured through the tender process have a
contract period of five years which can be extended by another two years. The Seletar and Bukit Merah Bus Packages had
commenced operations from March 2018 and November 2018 respectively.

Including the two bus packages secured through tender, the Company operates a total of 9 bus packages which cover
a total of 222 bus services, 7 bus depots, 1 bus park, 17 bus interchanges and 14 bus terminals. The fleet size required to
operate the 9 packages is around 3,500 buses.

Under the BCM, LTA retains all fare revenue collected from the provision of the bus services. Revenue for the Company
is derived from the provision of bus services which comprises service fee and leasing fee. The service fee is indexed to
changes in wage levels, inflation and fuel costs. In addition, the Company retains revenue from other commercial services
comprising advertising and rental.

In addition to operating and managing bus services to specified performance standards, the Company’'s responsibilities
include the following:

(a) Operate, manage and maintain the buses and their on-board equipment;

(b) Operate, and maintain the bus interchanges, bus depots including the equipment and systems therein;

(c) Charge and collect fares as approved by the Public Transport Council, on behalf of LTA, for travel on the bus
services;

(d) Provide bus service information at all bus stops and bus interchanges served by the bus services; and

(e) Provide customer management services, such as lost and found service, and a hotline for commuter feedback and

enquiries.
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ADOPTION OF A NEW FINANCIAL REPORTING FRAMEWORK

Singapore-incorporated companies listed on the Singapore Exchange are required to apply a new financial reporting
framework, the SFRS(l)s, that is identical to the International Financial Reporting Standards for annual periods beginning
on or after 1 January 2018.

The Group has adopted a new financial reporting framework, SFRS(l)s on 1 January 2018 and has prepared its financial
information under SFRS(l)s for the year ended 31 December 2018. In adopting SFRS(l)s, the Group is required to apply
all of the specific transition requirements in SFRS(I) 1 First-time Adoption of Singapore Financial Reporting Standards
(International). The Group’s and Company’s opening Statements of Financial Position under SFRS(l)s have been prepared
as at 1 January 2017, which is the Group's date of transition to SFRS(l)s.

There is no change to the Group’s and the Company'’s previous accounting policies under FRS or material adjustments on
the initial transition to the new framework.

The adoption of SFRS(I)s will have no material impact on the Group’s Financial Statements in this year of initial application.



