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M1 Limited (the “Company”) is a public limited liability company, which is incorporated and domiciled in the Republic of
Singapore and is listed on the Singapore Exchange Securities Trading Limited (“SGX-ST"). Its registered office and principal
place of business is at 10 International Business Park, Singapore 609928.

The principal activities of the Company and its subsidiaries (collectively, the “Group”) are the provision of
telecommunications services, international call services and broadband services, retail sales of telecommunication
equipment and accessories, customer services and investment holding.

2.1 Basis of preparation

The consolidated financial statements of the Group and the statement of financial position and statement of changes in
equity of the Company have been prepared in accordance with Singapore Financial Reporting Standards (“FRS").

The financial statements have been prepared on the historical cost basis except for derivative financial instruments that have
been measured at their fair values.

The financial statements are presented in Singapore dollars (“S$”) and all values are rounded to the nearest thousand
(S$'000) except when otherwise indicated.

2.2 Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year except in the current financial year,
the Group and the Company have adopted all the new and revised FRS and Interpretations of FRS (“INT FRS") that are
effective for annual periods beginning on or after 1 January 2011. The adoption of these standards and interpretations did
not have any effect on the financial performance or position of the Group. They did however give rise to additional
disclosures and revisions to accounting policies.

2.3 FRS and INT FRS not yet effective

The Company has not adopted the following standards and interpretations that have been issued but not yet effective:

Effective for annual
periods beginning on
Description or after

Amendments to FRS 101 Severe Hyperinflation and Removal of Fixed Dates for

First-time Adopters 1 July 2011
Amendments to FRS 107 Disclosures — Transfers of Financial Assets 1 July 2011
Amendments to FRS 12 Deferred Tax: Recovery of Underlying Assets 1 January 2012
Amendments to FRS 1 Presentation of Items of Other Comprehensive Income 1 July 2012
Revised FRS 19 Employee Benefits 1 January 2013
Revised FRS 27 Separate Financial Statements 1 January 2013
Revised FRS 28 Investments in Associates and Joint Ventures 1 January 2013
FRS 110 Consolidated Financial Statements 1 January 2013
FRS 111 Joint Arrangements 1 January 2013
FRS 112 Disclosure of Interests in Other Entities 1 January 2013
FRS 113 Fair Value Measurements 1 January 2013

The directors expect that the adoption of the above standards and interpretations will have no material financial impact on
their financial statements in the period of initial application.
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2.4 Significant accounting estimates and judgements

The preparation of the Group’s consolidated financial statements requires management to make judgements, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities at the end of each reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that could require a material adjustment to the carrying amount of the asset or liability affected in
the future periods.

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of each 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:

e Useful lives of network and related application systems

The cost of network and related application systems are depreciated on a straight-line basis over the assets’ estimated
economic useful lives. Management estimates the useful lives of these fixed assets to be within 7 to 25 years. These are
common life expectancies applied in the telecommunications industry. Changes in the expected level of usage and
technological developments could impact the economic useful lives and the residual values of these assets, therefore,
future depreciation charges could be revised. The carrying amounts of the Group’s and Company’s network and related
application systems at the statement of financial position date are disclosed in Note 10 to the financial statements.

e |mpairment of non-financial assets

The Group assesses whether there are any indicators of impairment for all non-financial assets at each reporting date.
Goodwill is tested for impairment at least on an annual basis.

When value in use calculations are undertaken, management must estimate the expected future cash flows from the
asset or cash-generating unit and choose a suitable discount rate in order to calculate the present value of those cash
flows. Further details of the key assumptions applied in the impairment assessment of goodwill are given in Note 12 to
the financial statements.

e Impairment of loans and receivables

The Group and the Company assess at each statement of financial position date whether there is any objective evidence
that a financial asset is impaired. To determine whether there is objective evidence of impairment, the Group considers
factors such as the probability of insolvency or significant financial difficulties of the debtor and default or significant
delay in payments.

Where there is objective evidence of impairment, the amount and timing of future cash flows are estimated based on
historical loss experience for assets with similar credit risk characteristics. Actual results may differ from management’s
estimates. The carrying amounts of the Group’s and the Company’s loans and receivables at the statement of financial
position date are disclosed in Note 31 to the financial statements.

* Income taxes

The Group and the Company recognise liabilities for expected tax 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
recognised, such differences will impact the income tax provisions in the period in which such determination is made.
The carrying amount of the Group’s tax payables and deferred tax liabilities at 31 December 2011 were $$26,316,000
(2010: S$41,608,000) and $$95,330,000 (2010: S$81,628,000) respectively. The carrying amount of the Company’s
tax payables and deferred tax liabilities at 31 December 2011 were $$25,462,000 (2010: $$41,382,000) and
$$95,275,000 (2010: S$81,876,000) respectively.
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2.5

Basis of consolidation

Business combinations from 1 January 2010

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries at the end of
the reporting period. The financial statements of the subsidiaries are prepared for the same reporting date as the Company.
Consistent accounting policies are applied to like transactions and events in similar circumstances.

All intra-group balances, income and expenses and unrealised profits and losses resulting from intra-group transactions are
eliminated in full.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains control, and continue
to be consolidated until the date such control ceases.

Business combinations are accounted for by applying the acquisition method. Identifiable assets acquired and liabilities
assumed in a business combination are measured initially at their fair values at the acquisition date. Acquisition-related costs
are recognised as expenses in the periods in which the costs are incurred and the services are received.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition
date. This includes the separation of embedded derivatives in host contracts by the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent consideration which is deemed to be an asset or liability, will be
recognised in accordance with FRS 39 either in profit or loss or as change to other comprehensive income. If the contingent
consideration is classified as equity, it is not remeasured until it is finally settled within equity.

In business combinations achieved in stages, previously held equity interests in the acquiree are remeasured to fair value at
the acquisition date and any corresponding gain or loss is recognised in profit or loss.

Any excess of the sum of the fair value of the consideration transferred in the business combination, the amount of
non-controlling interest in the acquiree (if any), and the fair value of the Group’s previously held equity interest in the
acquiree (if any), over the net fair value of the acquiree’s identifiable assets and liabilities is recorded as goodwill. The
accounting policy for goodwill is set out in Note 2.11(a).

Business combinations before 1 January 2010

In comparison to the above mentioned requirements, the following differences applied:

Business combinations are accounted for by applying the purchase method. Transaction costs directly attributable to the
acquisition formed part of the acquisition costs. The non-controlling interest (formerly known as minority interest) was
measured at the proportionate share of the acquiree’s identifiable net assets.

Business combinations achieved in stages were accounted for as separate steps. Adjustments to those fair values relating to
previously held interests are treated as a revaluation and recognised in equity.

When the Group acquired a business, embedded derivatives separated from the host contract by the acquiree are not
reassessed on acquisition unless the business combination results in a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required under the contract.

Contingent consideration was recognised if, and only if, the Group had a present obligation, the economic outflow was
more likely than not and a reliable estimate was determinable. Subsequent measurements to the contingent consideration
affected goodwill.
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2.6

2.7

2.8

2.9

Subsidiaries

A subsidiary is an entity over which the Group has the power to govern the financial and operating policies so as to obtain
benefits from its activities.

In the Company’s separate financial statements, investments in subsidiaries are accounted for at cost less any
impairment losses.

Joint venture

The Group had an interest in a joint venture which is a jointly controlled operation. A joint venture is a contractual
arrangement where two or more parties undertake an economic activity that is subject to joint control.

The Group recognises its interest in the joint venture using proportionate consolidation. The Group combines its share of the
assets, liabilities, income and expenses of the joint venture with similar items, line by line, in its consolidated financial
statements. Consistent accounting policies are applied for like transactions and events in similar circumstances. The joint
venture is proportionately consolidated until the date on which the Group ceases to have joint control over the joint venture.

Fixed assets

All items of fixed assets are initially recorded at cost. The cost of an item of fixed asset is recognised as an asset if, and only
if, 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.

Subsequent to recognition, fixed assets are measured at cost less accumulated depreciation and any accumulated
impairment losses.

The initial cost of fixed assets comprises its purchase price, including import duties and non-refundable purchase taxes and
any directly attributable costs of bringing the asset to its working condition and location for its intended use. Expenditure
incurred after the fixed assets have been put into operation, such as repairs and maintenance and overhaul costs, is normally
recognised in profit or loss in the period in which the costs are incurred. In situations where it can be clearly demonstrated
that the expenditure has resulted in an increase in the future economic benefits expected to be obtained from the use of an
item of fixed asset beyond its originally assessed standard of performance, the expenditure is capitalised as an additional cost
of fixed assets.

Depreciation

Depreciation of an asset begins when it is available for use and is computed on a straight-line basis over the estimated useful
lives as follows:

Leasehold buildings - 10 — 30 years
Networks and related application systems - 7 — 25 years
Application systems and computers - 3 -5 years
Motor vehicles - 5 years
Furniture, fittings and equipment - 2 -7 years

Capital work-in-progress included in fixed assets is not depreciated as these assets are not available for use.

The carrying values of fixed assets are reviewed for impairment when events or changes in circumstances indicate that the
carrying value may not be recoverable.

The residual values, useful life and depreciation method are reviewed at each financial year-end to ensure that the amount,
method and period of depreciation are consistent with previous estimates and the expected pattern of consumption of the
future economic benefits embodied in the items of fixed assets.
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2.9

2.10

2.1

2.12

Depreciation (cont'd)

An item of fixed assets is derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss on derecognition of the asset is included in profit or loss in the year the asset is derecognised.

Licences and spectrum rights

These comprise expenditure relating to one-time charges paid to acquire spectrum rights and telecommunications licences or
access codes. These intangible assets are measured initially at cost. Following initial recognition, intangible assets are carried
at cost less any accumulated amortisation and any accumulated impairment losses.

Licences and spectrum rights are amortised on a straight-line basis over the estimated economic useful lives of 6 to 17 years.
The amortisation period and the amortisation method are reviewed at each financial year-end. The amortisation expense is
recognised in profit or loss through the ‘depreciation and amortisation expenses’ line item.

Intangible assets

(a) Goodwill

Goodwiill is initially measured at cost. Following initial recognition, goodwill is measured at cost less accumulated
impairment losses.

For the purpose of impairment testing, goodwill acquired is allocated, from the acquisition date, to each of the Group’s
cash-generating units that are expected to benefit from the synergies of the combination.

The cash-generating unit to which goodwill has been allocated is tested for impairment annually and whenever there is
an indication that the cash-generating unit may be impaired, by comparing the carrying amount of the cash-generating
unit, including the allocated goodwill, with the recoverable amount of the cash-generating unit. Where the recoverable
amount of the cash-generating unit is less than the carrying amount, an impairment loss is recognised in the profit or
loss. Impairment losses recognised for goodwill are not reversed in subsequent periods.

(b) Club membership
Club membership acquired is measured initially at cost less any accumulated impairment losses.

Financial assets

Financial assets are recognised on the statement of financial position when, and only when, the Group becomes a party to
the contractual provisions of the financial instrument.

Non-derivative financial assets with fixed or determinable payments that are not quoted in an active market are classified as
loans and receivables. Such assets are initially recognised at fair value, plus directly attributable transaction costs and
subsequently carried at amortised cost using the effective interest method. Gains and losses are recognised in profit and loss
account when the loans and receivables are derecognised or impaired, as well as through the amortisation process.

Trade and other debtors

Trade and other debtors, including amounts due from related parties, are classified and accounted for as loans and
receivables under FRS 39.

Included in the trade debtors balance are accrued service revenue and accrued handset revenue.
Accrued service revenue relates to services rendered but not billed to customers. They will be billed at the following bill cycle.

Accrued handset revenue relates to revenue recognised for handsets sold with services.
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2.12

2.13

2.14

Financial assets (cont'd)

Allowance is made for uncollectible amounts when there is objective evidence that the Group will not be able to collect the
debt. Bad debts are written off when identified. Further details on the accounting policy for impairment of financial assets
are stated in Note 2.14 below.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand and time deposits. They are carried in the statement of
financial position, classified and accounted for under FRS 39.

For purpose of the consolidated cash flows statement, cash and cash equivalents are shown net of outstanding bank
overdrafts which are repayable on demand and which form an integral part of the Group’s cash management.

Financial liabilities

Financial liabilities are recognised on the statement of financial position when, and only when, the Group, becomes a party
to the contractual provisions of the financial instruments. The accounting policies adopted for specific financial liabilities are
set out below.

Borrowings

All borrowings are initially recognised at the fair value of the consideration received less directly attributable transaction
costs. After initial recognition, borrowings are subsequently measured at amortised cost using the effective interest method.

Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the
amortisation process.

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are directly attributable to the acquisition,
construction or production of that asset. Capitalisation of borrowing costs commences when the activities to prepare the
asset for its intended use or sale are in progress and the expenditures and borrowing costs are incurred. Borrowing costs are
capitalised until the assets are substantially completed for their intended use or sale. All other borrowing costs are expensed
in the period they occur. Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrowing of funds.

Trade and other creditors

Liabilities for trade and other creditors, which are normally settled on 30-90 days terms, and amounts due to related parties
are initially recognised at fair value and subsequently measured at amortised cost using the effective interest rate method.

Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the
amortisation process.

Impairment of financial assets

At each statement of financial position date, there will be an assessment as to whether there is any objective evidence that a
financial asset or a group of financial assets is impaired.

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred,
the amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s
original effective interest rate (i.e. the effective interest rate computed at initial recognition). The carrying amount of the
asset is reduced through the use of an allowance account. The amount of the loss is recognised in profit or loss.



78 |

Annual Report 2011

NOTES TO THE FINANCIAL STATEMENTS

31 December 2011

2.14

2.15

2.16

Impairment of financial assets (cont’'d)

If, in a subsequent period, the amount of the impairment loss decreases and the amount can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed. Any subsequent
reversal of an impairment loss is recognised in profit or loss, to the extent that the carrying value of the asset does not
exceed its amortised cost at the reversal date.

Derecognition of financial assets and liabilities

(a) Financial assets
A financial asset is derecognised where the contractual rights to receive cash flows from the asset have expired which
usually coincides with receipt of payments for the asset. On derecognition, the difference between the carrying amount
and the sum of the consideration received is recognised in profit or loss.

(b) Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. For
financial liabilities other than derivatives, gains and losses are recognised in profit or loss when the liabilities are
derecognised or impaired, and through the amortisation process.

Derivative financial instruments and hedging activities

The Group uses derivative financial instruments such as forward currency contracts and interest rate swaps to hedge its risks
associated with foreign currency and interest rate fluctuations.

Derivative financial instruments are initially recognised at fair value on the contract date and are subsequently re-measured at
fair value. Derivative financial instruments are carried as assets when the fair value is positive and as liabilities when the fair
value is negative.

Any gains or losses arising from changes in fair value on derivative financial instruments that do not qualify for hedge
accounting are taken to profit or loss for the year.

The fair values of forward currency contracts are calculated by reference to current forward exchange rates for contracts
with similar maturity profiles. The fair value of interest rate swap contract is determined by reference to market value for
similar instruments.

The Group applies hedge accounting for certain hedging relationships which qualify for hedge accounting.

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which the
Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking the hedge. The
documentation includes identification of the hedging instrument, the hedged item or transaction, the nature of the risk
being hedged and how the entity will assess the hedging instrument’s effectiveness in offsetting the exposure to changes in

the hedged item’s fair value or cash flows attributable to the hedged risk.

Such hedges are expected to be highly effective in achieving offsetting changes in fair value or cash flows and are assessed
on an ongoing basis to determine that they actually have been highly effective throughout the financial reporting periods.

Hedges which meet the strict criteria for hedge accounting are accounted for as follows:
e Cash flow hedges

For cash flow hedges, the effective portion of the gain or loss on the hedging instrument is recognised directly in the
hedging reserve, while the ineffective portion is recognised in profit or loss.
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2.16

2.17

2.18

2.19

2.20

Derivative financial instruments and hedging activities (cont'd)

e Cash flow hedges (cont'd)
Amounts taken to hedging reserve are transferred to profit or loss when the hedged transaction affects profit or loss,
such as when hedged financial income or financial expense is recognised or when a forecast sale or purchase occurs.
Where the hedged item is the cost of a non-financial asset or liability, the amounts taken to hedging reserve are
transferred to the initial carrying amount of the non-financial asset or liability.
If the forecast transaction is no longer expected to occur, amounts previously recognised in hedging reserve are
transferred to profit or loss. If the hedging instrument expires or is sold, terminated or exercised without replacement or
rollover, or if its designation as a hedge is revoked, amounts previously recognised in hedging reserve remain in equity
until the forecast transaction occurs. If the related transaction is not expected to occur, the amount is taken to the profit
or loss.

Inventories

Inventories are valued at the lower of cost and net realisable value.

Cost incurred in bringing the inventories to their present location and condition is accounted for on weighted average basis.

Net realisable value is estimated selling price in the normal course of business, less estimated costs necessary to make the sale.

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, it is probable that an outflow
of economic resources will be required to settle the obligation and the amount of the obligation can be estimated reliably.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects, where
appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to the passage of

time is recognised as finance costs.

Provisions are reviewed at each statement of financial position date and adjusted to reflect the current best estimate. If it is
no longer probable that an outflow of economic resources will be required to settle the obligation, the provision is reversed.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grants will be received and
all attaching conditions will be complied with.

Government grants shall be recognised in profit or loss on a systematic basis over the periods in which the entity recognises
as expenses the related costs for which the grants are intended to compensate.

Employee benefits
(@) Defined contribution plan

The Group makes contributions to the Central Provident Fund (“CPF”) scheme in Singapore, a defined contribution
pension scheme. These contributions are recognised as an expense in the period in which the related service is performed.

(b) Employee share option plan
Employees (including the executive director) and non-executive directors of the Group may receive remuneration in

the form of share-based payment transactions. Employees render services as consideration for share options
(‘'equity-settled transactions’).
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2.20 Employee benefits (cont'd)

(b) Employee share option plan (cont’d)

The cost of equity-settled transactions with employees is measured by reference to the fair value of the options at the
date on which the share options are granted. In valuing the share option, no account is taken of any performance
conditions, other than conditions linked to the price of shares of the Company (‘market condition’), if applicable.

The cost of equity-settled transactions is amortised and recognised in profit or loss on a straight-line basis over the vesting
period, with a corresponding increase in share option reserve. The cumulative expense recognised at each reporting date
until the vesting date reflects the extent to which the vesting period has expired and the Group’s best estimate of the
number of options that will ultimately vest. The movement in cumulative expenses recognised at the beginning and end
of a reporting period is charged or credited to profit or loss with a corresponding adjustment to share option reserve.

No expense is recognised for options that do not ultimately vest, except for options where vesting is conditional upon a
market condition, which are treated as vested irrespective of whether or not the market condition is satisfied, provided
that all other performance conditions are satisfied.

2.21 Income tax

(@

Current tax

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted
by the statement of financial position date.

Deferred tax

Deferred tax is provided using the liability method on temporary differences at the statement of financial position date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all temporary differences, except:

e Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

e Inrespect of taxable temporary differences associated with investments in subsidiaries and interests in joint
ventures, where the timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, carry-forward of unused tax credits and unused tax losses can be utilised except:

e Where the deferred tax asset relating to the deductible temporary difference arises from the initial recognition of an
asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

e Inrespect of deductible temporary differences associated with investments in subsidiaries and interests in joint
ventures, deferred income tax assets are recognised only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the temporary
differences can be utilised.
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2.21

Income tax (cont'd)

(b) Deferred tax (cont'd)
The carrying amount of deferred tax assets is reviewed at each statement of financial position date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax
asset to be utilised. Unrecognised deferred tax assets are reassessed at each statement of financial position date and
are recognised to the extent that it has become probable that future taxable profit will allow the deferred tax asset to
be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is
realised or the liability is settled, based on tax rates and tax laws that have been enacted or substantively enacted at the
statement of financial position date.

Deferred income tax relating to items recognised directly in equity is recognised in equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.

(c) Goods and services tax
Revenue, expenses and assets are recognised net of the amount of goods and services tax except:

e Where the goods and services tax incurred in a purchase of goods and services is not recoverable from the taxation
authority, in which case the goods and services tax is recognised as part of the expense item as applicable; and

e Receivables and payables that are stated with the amount of goods and services tax included.

The net amount of goods and services tax recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statement of financial position.

2.22 Impairment of non-financial assets

2.23

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. If such an indication exists, the asset’s recoverable amount is estimated. The recoverable
amount is the higher of an asset’s or cash generating unit’s fair value less cost to sell and value in use. Value in use is the
present value of estimated future cash flows expected to arise from the continuing use of an asset up to the end of its
useful life. An impairment loss is recognised in profit or loss whenever the carrying value of an asset exceeds its
recoverable amount.

Reversal of impairment losses recognised in prior years is recorded when there is an indication that the impairment losses
recognised for the asset no longer exist or have decreased. The reversal is recorded in profit or loss. However, the increased
carrying amount of an asset due to a reversal of an impairment loss is recognised to the extent it does not exceed the
carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss been
recognised for that asset in prior years. After such reversal, the depreciation charge is adjusted in future periods to allocate
the assets revised carrying amount less any residual value, on a systematic basis over its remaining useful life.

Revenue recognition
Revenue of the Group comprises fees earned from telecommunication services rendered and sale of handsets.

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

e Service revenue is recognised at the time when such services are rendered. Revenue billed in advance of the rendering of
services is deferred on the statement of financial position as unearned revenue.
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2.23

2.24

2.25

2.26

2.27

Revenue recognition (cont'd)

e Revenue from sale of prepaid cards but for which services have not been rendered is deferred on the statement of
financial position as unearned revenue. Upon termination of the prepaid cards, any unutilised value of the prepaid cards
will be taken to profit or loss.

e Revenue from sale of handset is recognised upon the passing of risk and rewards of ownership of the goods to the
customer which generally coincides with delivery and acceptance of the handsets sold.

e Revenue on award credits are recognised based on the number of award credits that have been redeemed in exchange
for free or discounted goods, relative to the total numbers of awards credit expected to be redeemed.

* Interest income is recognised using the effective interest method.

Customer acquisition and retention costs

Customer acquisition and retention costs are accounted for in the profit and loss statement when incurred.

Operating leases

Operating lease payments are recognised as an expense in profit or loss on a straight-line basis over the lease term. The
aggregate benefit of incentives provided by the lessor is recognised as a reduction of rental expense over the lease term on a
straight-line basis.

Foreign currency

The Group’s consolidated financial statements are presented in Singapore Dollars, which is also the parent and subsidiary
companies’ functional currencies.

Transactions in foreign currencies are measured in the respective functional currencies of the Company and its subsidiaries
and are recorded on initial recognition in the functional currencies at exchange rates approximating those ruling at the
transaction dates. Monetary assets and liabilities denominated in foreign currencies are translated at the closing rate of
exchange ruling at the statement of financial position date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value
was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at the statement of
financial position date are recognised in profit or loss.

Related parties

A related party is defined as follows:
(@) A person or a close member of that person’s family is related to the Group and Company if that person:

(i) Has control or joint control over the Company;

(i) Has significant influence over the Company; or

(i) 1s a member of the key management personnel of the Group or Company or of a parent of the Company.
(b) An entity is related to the Group and the Company if any of the following conditions applies:

() The entity and the Company are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).
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(b) An entity is related to the Group and the Company if any of the following conditions applies: (cont’d)

(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a

group of which the other entity is a member).

(i) Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v)  The entity is a post-employment benefit plan for the benefit of employees of either the Company or an entity
related to the Company. If the Company is itself such a plan, the sponsoring employers are also related to

the Company.

(vi)  The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a) (i) has significant influence over the entity or is a member of the key management

personnel of the entity (or of a parent of the entity).

2.28 Segment reporting

The Company and its subsidiaries operate in Singapore in one business segment, that of provision of telecommunications

services.

2.29 Share capital and share issuance expenses

Proceeds from issuance of ordinary shares are recognised as share capital in equity.

Group
2011 2010
S$'000 S$'000
Mobile telecommunications 587,357 579,369
International call services 124,836 128,972
Handset sales 314,396 246,316
Fixed services 38,307 24,522
1,064,896 979,179

Group
2011 2010
S$'000 S$'000
Cost of services 205,956 195,110
Cost of handsets sold 359,681 296,774
(Reversal of)/write-down of inventories (50) 297
Staff costs 96,926 89,148
Advertising and promotion expenses 26,460 26,098
Depreciation and amortisation 107,068 117,000
Allowance for doubtful debts, net of bad debts recovered 17,129 14,765
Facilities expenses 36,930 30,199
General and administrative expenses 13,191 15,769
863,291 785,160
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Cost of services includes traffic expenses, leased circuit costs, fixed services wholesale costs and other base station related costs.

During the financial year ended 31 December 2009, the Singapore Finance Minister announced the introduction of a Jobs
Credit Scheme. During the year, the Group received grant income of S$Nil (2010: $$756,000) under the Scheme and this

was accounted as a reduction in staff costs.

Total operating expenses included the following:

Group
2011 2010
S$'000 S$'000
Audit fees paid to auditors of the Company 195 171
Non-audit fees paid to auditors of the Company 65 19
Allowance for doubtful debts 18,472 16,705
Bad debts recovered (1,343) (1,940)
CPF contributions 9,646 8,772
Share-based payment expenses 1,798 1,434
Key executives’ remuneration 5,396 5,598
Fees to Directors of the Company 407 450
Foreign exchange gain, net (4,729) (1,295)
Net fair value gain on forward currency contracts - (237)
Gain on disposal of fixed assets, net (795) (530)
Key executives’ remuneration included in the operating expenses are as follows:
Group
2011 2010
S$'000 S$'000
Short term employee benefits 4,526 4,765
CPF contributions 126 114
Share-based payments 744 719
Total compensation paid to key executives 5,396 5,598
Group
2011 2010
S$'000 S$'000
Interest income from banks 22 14
Miscellaneous income 1,737 2,274
1,759 2,288
Group
2011 2010
S$'000 S$'000
Interest on bank loans 5,958 5.845
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Major components of income tax expense for the years ended 31 December 2011 and 2010 are:

Group
2011 2010
S$'000 S$'000
Current taxation
— Current taxation 19,523 39,680
Deferred taxation
— Origination and reversal of temporary differences 13,820 (6,274)
Income tax expense recognised in net profit for the year 33,343 33,406
Deferred tax related to other comprehensive income
— Fair value changes on interest rate swap (118) 208

A reconciliation of the statutory tax rate with the effective tax rate applicable to profit before tax of the Group for the years
ended 31 December 2011 and 2010 are as follows:

Group
2011 2010
% %
Statutory rate 17.0 17.0
Adjustments for the tax effect of:
Expenses not deductible for tax purposes 0.5 0.5
Others (0.6) -
Effective tax rate 16.9 17.5
Analysis of deferred tax liabilities:
Group Company
S$'000 S$'000
At 1 January 2010 87,694 87,911
Movement for the year (6,066) (6,035)
At 31 December 2010 and 1 January 2011 81,628 81,876
Movement for the year 13,702 13,399

At 31 December 2011 95,330 95,275
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Deferred tax assets and liabilities

Deferred taxes at 31 December 2011 and 2010 are related to the following:

Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Deferred tax liabilities
Difference in depreciation 95,330 81,628 95,275 81,876

Basic earnings per share is calculated by dividing the net profit for the year attributable to shareholders by the weighted

average number of ordinary shares outstanding during the financial year.

Diluted earnings per share is calculated by dividing the net profit for the year attributable to shareholders by the weighted
average number of ordinary shares outstanding during the financial year (adjusted for effects of dilutive options).

The following reflects the earnings and share data used in the computation of basic and diluted earnings per share for the

financial years ended 31 December:

Group
2011 2010
S$'000 S$'000
Net profit attributable to shareholders for basic and diluted earnings per share 164,063 157,056
No. of No. of
shares shares
2011 2010
‘000 ‘000
Weighted average of ordinary shares on issue applicable to

basic earnings per share 905,795 897,986
Effect of dilutive securities:

Share options 911 149
Adjusted weighted average of ordinary shares on issue applicable to diluted earnings per share 906,706 898,135
EBITDA is defined as follows:

Group
2011 2010
S$'000 S$'000
Profit before tax 197,406 190,462
Adjustments for:

Amortisation of licences and spectrum rights 10,882 6,349

Depreciation of fixed assets 96,186 110,651

Interest on bank loans 5,958 5,845

EBITDA

310,432 313,307
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Group
Networks  Application Furniture,
and related systems fittings Capital
Leasehold  application and Motor and work-in-
buildings systems computers vehicles  equipment progress Total
S$'000 S$'000 S$'000 S$'000 S$'000 S$'000 S$'000
Cost:
At 1 January 2010 78,930 1,230,213 176,820 872 54,897 103,781 1,645,513
Additions 25 67,094 10,360 59 9,038 13,286 99,862
Transfer of assets - 70,451 - - - (70,451) -
Disposals - - (409) - (8,243) - (8,652)
At 31 December 2010
and 1 January 2011 78,955 1,367,758 186,771 931 55,692 46,616 1,736,723
Additions 768 73,640 19,111 248 5,980 2,923 102,670
Disposals (82) (636) (1,130) - (3,582) - (5,430)
At 31 December 2011 79,641 1,440,762 204,752 1,179 58,090 49,539 1,833,963
Accumulated
depreciation:
At 1 January 2010 34,781 811,536 148,633 525 38,598 - 1,034,073
Charge for the year 3,343 88,967 4,554 114 13,673 - 110,651
Disposals - - (408) - (8,239) - (8,647)
At 31 December 2010
and 1 January 2011 38,124 900,503 152,779 639 44,032 - 1,136,077
Charge for the year 3,229 75,992 6,118 97 10,750 - 96,186
Disposals (59) (570) (1,040) - (3,439) - (5,108)
At 31 December 2011 41,294 975,925 157,857 736 51,343 - 1,227,155

Net carrying amount:
At 31 December 2010 40,831 467,255 33,992 292 11,660 46,616 600,646
At 31 December 2011 38,347 464,837 46,895 443 6,747 49,539 606,808
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Company
Networks  Application Furniture,
and related systems fittings Capital
Leasehold  application and Motor and work-in-
buildings systems computers vehicles  equipment progress Total
S$'000 S$'000 $$'000 S$'000 S$'000 $$'000 S$'000
Cost:
At 1 January 2010 78,840 1,228,949 174,638 873 49,066 103,781 1,636,147
Additions 25 67,061 8,126 59 8,045 13,286 96,602
Transfer of assets - 70,451 - - - (70,451) -
Disposals - - (344) - (8,217) - (8,561)
At 31 December 2010
and 1 January 2011 78,865 1,366,461 182,420 932 48,894 46,616 1,724,188
Additions 768 73,640 18,081 248 5,063 2,923 100,723
Disposals (82) (636) (1,054) - (2,806) - (4,578)
At 31 December 2011 79,551 1,439,465 199,447 1,180 51,151 49,539 1,820,333
Accumulated
depreciation:
At 1 January 2010 34,768 811,321 146,727 526 34,272 - 1,027,614
Charge for the year 3,325 88,212 4,338 114 12,953 - 108,942
Disposals - - (343) - (8,217) - (8,560)
At 31 December 2010
and 1 January 2011 38,093 899,533 150,722 640 39,008 - 1,127,996
Charge for the year 3,211 75,730 5,511 97 9,881 - 94,430
Disposals (59) (570) (968) - (2,799) - (4,396)
At 31 December 2011 41,245 974,693 155,265 737 46,090 - 1,218,030

Net carrying amount:
At 31 December 2010 40,772 466,928 31,698 292 9,886 46,616 596,192

At 31 December 2011 38,306 464,772 44,182 443 5,061 49,539 602,303
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Group and
Company
S$'000
Cost:
At 1 January 2010 103,036
Additions 20,006
At 31 December 2010 and 1 January 2011 123,042
Additions 21,713
At 31 December 2011 144,755
Accumulated amortisation:
At 1 January 2010 30,180
Charge for the year 6,349
At 31 December 2010 and 1 January 2011 36,529
Charge for the year 10,882
At 31 December 2011 47,411
Net carrying amount:
At 31 December 2010 86,513
At 31 December 2011 97,344

The licences and spectrum rights have remaining useful lives ranging from 3.5 years to 10 years (2010: 4.5 years to

11 years).
Club

Group Goodwill  membership Total
S$'000 S$'000 S$'000

Cost:
At 31 December 2010 and 1 January 2011 12,677 65 12,742
Additions 500 - 500
At 31 December 2011 13,177 65 13,242
Club
Company membership
$$'000

Cost:

At 31 December 2010 and 31 December 2011

65
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In 2009, the Group’s subsidiary, M1 Net Ltd. (M1 Net), acquired a 100% equity interest in M1 Connect Pte. Ltd. (M1
Connect). The Group agreed to pay to some of the selling shareholders potential consideration of S$2.5 million if certain
financial targets can be met by M1 Connect for financial periods up to and ending on 30 June 2011. In the current financial
year, the Group paid an additional S$0.5 million to certain previous shareholders of M1 Connect after the performance
targets were met. This gave rise to an adjustment to goodwill arising from this acquisition.

Impairment testing of goodwvill

Management has allocated the goodwill to M1 Net and M1 Connect as a single cash-generating unit (CGU) for impairment
testing. The recoverable amount of the CGU has been determined based on value in use calculations using cash flow
projections covering a five-year period. The discount rate applied to the cash flow projections and terminal growth rate used
to extrapolate cash flow projections beyond the five-year period are 10% and nil respectively.

The calculation of value in use for the CGU is most sensitive to the following assumptions:

Terminal growth rate — The terminal growth rate used does not exceed the long term average growth rate of the industry
and country in which the CGU operates.

Pre-tax discount rate — Discount rate reflects the current market assessment of the risks specific to the CGU.

Group and Company

2011 2010

S$'000 $$'000

Repayable within one year (included in Note 18) 271 335
Repayable after one year 547 873
818 1,208

Staff loans are repayable in equal monthly instalments over periods of up to seven years and interest bearing at rates of
up to 2% (2010: 2%) per annum.

Company
2011 2010
S$'000 S$'000
Unquoted shares:
At cost 8,560 8,560
Impairment loss (1,560) (1,560)

7,000 7,000
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Country of Effective interest
Name of Company incorporation Principal activities of the Company
2011 2010
% %
Held by the Company
M1 Shop Pte Ltd Singapore Retail sales of telecommunication 100 100
equipment and accessories
M1 Net Ltd. Singapore Provision of broadband and other 100 100
related telecommunication services
Wireless Intellect Labs Pte Ltd Singapore Licensor of intellectual property rights 100 100
Klig Pte. Ltd. Singapore Dormant 100 100
Held by subsidiary of the Company
M1 Connect Pte. Ltd. Singapore Provision of broadband and other 100 100

related telecommunication services

All subsidiaries are audited by Ernst & Young LLP except for Klig Pte. Ltd. for which there is no statutory audit requirement.

The Group had a 50% joint venture with PLDT (SG) Retail Service Pte Ltd. The principal activity of this joint venture is

provision of prepaid mobile services.

The aggregate amounts of each of current assets, non-current assets, current liabilities, income and expenses related to the

Group’s interests in the jointly-controlled operation are as follows:

Group
2011 2010

S$'000 S$'000
Assets and liabilities:
Current assets - 1,261
Non-current assets - 119
Total assets — 1,380
Current liabilities - (2,068)
Non-current liabilities - (15)
Total liabilities - (2,083)
Results:
Revenue 3,072 6,171
Expenses (2,369) (6,707)
Profit/(loss) for the financial year 703 (536)

In August 2011, the Company entered into an agreement with PLDT (SG) Retail Service Pte Ltd to dispose its 50%

shareholdings.
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Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Handsets 34,061 21,151 - -
Accessories 2,270 2,259 530 664
36,331 23,410 530 664

Trade debtors comprise billed trade debtors, accrued service revenue and accrued handset revenue.

Billed trade debtors are non-interest bearing and are generally on 30 to 90 days terms. They are recognised at their original
invoice amounts which represent their fair values on initial recognition.

Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Billed trade debtors 77,634 71,574 75,490 69,480
Accrued revenue 128,751 123,623 128,751 123,623
206,385 195,197 204,241 193,103
Allowance for doubtful debts (18,675) (16,969) (18,675) (16,750)
187,710 178,228 185,566 176,353

The Group has accrued handset revenue amounting to $$105,817,000 (2010: $$95,416,000) included in accrued revenue.

Debtors that are past due but not impaired:

The Group and Company have unsecured trade debtors that are past due at the statement of financial position date but not
impaired and the analysis of their ageing at the statement of financial position date is as follows:

Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Trade debtors past due:
30 - 60 days 7,757 7,523 7,722 7,510
61 -90 days 2,936 2,377 2,891 2,361
More than 90 days 4,330 4,345 4,153 4,282

15,023 14,245 14,766 14,153
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Debtors that are impaired:

The Group’s and Company’s trade debtors that are impaired at the end of the reporting period and the movement of the
allowance accounts used to record impairment are as follows:

Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Trade receivables — gross amount 58,774 54,507 58,774 54,287
Less: Allowance for doubtful debts (18,675) (16,969) (18,675) (16,750)
40,099 37,538 40,099 37,537
Movement in allowance accounts:
Balance at beginning of financial year 16,969 13,394 16,750 13,175
Charge for the year 18,472 16,705 18,692 16,705
Written-off (16,766) (13,130) (16,767) (13,130)
Balance at end of financial year 18,675 16,969 18,675 16,750
Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Deposits 5,341 4,962 3,912 3,631
Staff loans (Note 13) 271 335 271 335
Sundry debtors 12,198 10,399 10,268 6,827
Fair value adjustment of forward currency contracts - 237 - 237

17,810 15,933 14,451 11,030
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Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Due from a subsidiary (non-trade) - - 16,930 16,430
Due from subsidiaries - - 9,602 6,748
Due from related parties 276 503 269 499
Allowance for impairment - - (2,387) (2,387)
276 503 7,484 4,860
Due to subsidiaries - - (54,302) (36,045)
Due to related parties (383) (838) (383) (828)
(383) (838) (54,685) (36,873)

The non-trade amount due from a subsidiary is unsecured, non-interest bearing and not expected to be repaid by the
subsidiary in the next twelve months.

The amounts due from/(to) subsidiaries are unsecured, non-interest bearing and are repayable on demand.

The amounts due from/(to) related parties are unsecured, non-interest bearing and are generally on 30 to 90 days terms.

Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Cash and bank balances 11,837 8,783 6,614 8,362

Cash and cash equivalents comprise cash on hand and at banks, which earn interest at floating rates offered by short-term
money market ranging from 0.02% to 0.50% (2010: 0.05% to 0.42%) per annum.
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Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Trade creditors 98,922 72,423 44,068 41,756
Accrued operating expenses 33,816 27,672 30,208 24,597
Accrued capital expenditure 57,607 53,440 57,174 53,005
Interest payable 1,097 556 1,097 556
Directors’ fees payable 407 450 407 450
Other creditors 4,400 3,817 4,311 3,731
196,249 158,358 137,265 124,095

Trade and other payables are non-interest bearing and are normally settled on 30 to 90 days terms.

Group and Company

2011 2010
S$'000 S$'000
Current:
Short term bank loans 53,300 66,000
Non-current:
Long term bank loans 250,000 250,000
303,300 316,000

The $$53.3 million (2010: S$66 million) short-term loans are unsecured, interest bearing at rates ranging from 0.90% to
1.19% (2010: 0.69% to 0.70%) per annum and are repayable in full in January 2012 (2010: January 2011).

The S$250 million long term loans are unsecured and are repayable in full in May 2013. They consist of a $$125 million fixed
rate loan at an effective rate of 2.6% (2010: 2.6%) per annum and a S$125 million floating rate loan. The S$125 million
floating rate loan is interest bearing at a rate which is based on the variable Singapore Dollar Swap Offer Rate, payable
semi-annually every November and May. The Company has entered into an interest rate swap to hedge the S$125 million
floating rate loan, whereby it receives interest at the variable Singapore Dollar Swap Offer Rate and pays interest at a fixed
rate of 1.579% (2010: 1.579%) per annum.
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Group and
Company
S$'000
Issued and fully-paid:
Balance as at 1 January 2010
895,098,782 ordinary shares 116,473
Issued during the financial year
4,778,500 ordinary shares for cash on exercise of employee share options 11,086
Balance as at 31 December 2010 and 1 January 2011
899,877,282 ordinary shares 127,559
Issued during the financial year
8,088,500 ordinary shares for cash on exercise of employee share options 17,179
Balance as at 31 December 2011
907,965,782 ordinary shares 144,738

The holders of ordinary shares are entitled to receive dividends as and when declared by the Company. All ordinary shares

carry one vote per share without restrictions. The ordinary shares have no par value.

The Company has an employee share option scheme (see Note 27) under which options to subscribe for the Company’s
ordinary shares may have been granted to employees (including executive director) and non-executive directors of the

Company and its subsidiaries.

Hedging reserve records the portion of the fair value changes on derivative financial instruments designated as hedge

instruments in cash flow hedges that is determined to be an effective hedge.

Group and

Company

S$'000

At 1 January 2010 (1,172)

Net loss on fair value changes during the year (482)
Recognised in profit or loss on occurrence of interest rate swap

contracts recognised in “Finance costs” 1,497

At 31 December 2010 and 1 January 2011 (157)

Net loss on fair value changes during the year (1,251)
Recognised in profit or loss on occurrence of interest rate swap

contracts recognised in “Finance costs” 677

At 31 December 2011

(731)
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In addition to the related party information disclosed elsewhere in the financial statements, the following were significant
transactions entered into by the Group and related parties who are not members of the Group at market rates agreed
between the parties during the financial year:
Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Substantial shareholders and their subsidiaries
Telecommunication services rendered (11,469) (14,247) (11,358) (14,207)
Telecommunication services received 13,933 18,255 13,931 18,255
Rental and maintenance services received 8,896 8,212 5,891 5,503

(a)

(b)

Capital commitments

Capital expenditure contracted for as at the statement of financial position date but not recognised in the financial
statements are as follows:

Group and Company

2011 2010
S$'000 $$'000
Capital commitments in respect of fixed assets 40,776 2,113

Operating lease commitments

Rental expenses (principally for land, offices, retail outlets, service centres and base stations) under operating leases were
$$28,299,000 and $$25,516,000 for the financial years ended 31 December 2011 and 2010 respectively.

The Group leases various properties under operating lease agreements. These leases have varying terms, escalation
clauses and renewal rights. The future minimum lease payments are as follows:

Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Within one year 12,441 14,000 8,592 8,009
After one year but not more than five years 14,482 14,026 11,434 10,411
More than five years 5,753 5,762 5,753 5,762
32,676 33,788 25,779 24,182
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The Company has an employee share option scheme, M1 Share Option Scheme (the “Scheme™), for granting of
non-transferable options to employees (including executive director) and non-executive directors of the Company
and its subsidiaries.

The Remuneration Committee is responsible for administering the Scheme. The Remuneration Committee members
are Mr Roger Barlow (Chairman of Committee), Mr Chow Kok Kee, Mr Low Huan Ping, Mr Alan Ow Soon Sian and
Mr Teo Soon Hoe.

Under the Scheme, options granted have a term of 5 years or 10 years from the date of grant for non-executive directors
and Group executives respectively.

The subscription price for each ordinary share in respect of which an option is exercisable shall be determined by the
Remuneration Committee as follows:

(i) ata price equal to the average of the last dealt prices of the Company’s shares on the Singapore Exchange Securities
Trading Limited over the five consecutive trading days immediately preceding the date of grant of that option
(the “Market Price”) or such higher price as may be determined by the Remuneration Committee in its absolute
discretion; or

(i) ata price, which is set at the absolute discretion of the Remuneration Committee, at a discount to the Market Price so
long as the maximum discount for any option shall not exceed 20% of the Market Price in respect of that option.

For good corporate governance, the Remuneration Committee had in 2003 resolved that the date of grant of share options
under the Scheme shall be a pre-determined date; that is, the date falling 14 days immediately after the date of

announcement of the Company’s full-year results.

Information with respect to the number of options granted under the Scheme is as follows:

Balance as Balance

at 1 January as at
2011 or date 31 December Subscription
Date of grant of grant Exercised Cancelled* 2011 price
9 November 2002 10,000 (10,000) - - S$1.25
4 February 2004 494,000 (134,000) - 360,000 S$1.50
3 February 2005 2,788,700 (740,000) - 2,048,700 S$1.81
2 February 2006 5,498,000 (1,396,000) (110,000) 3,992,000 S$2.21
6 February 2007 5,081,000 (1,343,000) (52,500) 3,685,500 S$2.17
11 February 2008 4,663,000 (2,076,000) (28,000) 2,559,000 $$1.90
2 February 2009 5,026,500 (1,559,000) (306,000) 3,161,500 S$1.60
4 June 2009 320,000 - - 320,000 S$1.60
3 February 2010 7,135,000 (830,500) (445,000) 5,859,500 S$2.04
15 June 2010 100,000 - - 100,000 S$2.04
7 February 2011 8,300,000 - (200,000) 8,100,000 S$2.44

39,416,200 (8,088,500) (1,141,500) 30,186,200

*  Cancelled when staff resigned from the Company.

The above options will vest over a period of three years from the date of grant and may be exercisable for a period
commencing after the first anniversary of the date of grant and expiring on the 10th anniversary of the date of grant.

The weighted average fair value of options granted during the financial year was $$0.25 (2010: $$0.23).
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The weighted average share price at the date of exercise of the options during the financial year was 5$$2.44 (2010: 5$2.13).

The weighted average remaining contractual life for options outstanding at the end of the financial year is 6.4 years

(2010: 6.9 years).

Information on a director of the Company participating in the Scheme is as follows:

Aggregate Aggregate
options options
Options granted since exercised since Aggregate
granted commencement commencement options
during of Scheme to of Scheme to outstanding
financial end of financial end of financial at end of Subscription
Name of director year year year financial year price
Karen Kooi Lee Wah 800,000 6,115,000 1,909,300 4,205,700  S$1.25-S%2.44

The fair value of the share options as at the date of grant is computed using the Black-Scholes model, taking into account
the terms and conditions upon which the options were granted. The inputs to the model for all grants not vested for the
years ended 31 December 2011 and 31 December 2010 are shown below:

Date of grant

Dividend Yield (%)

Expected Volatility (%)
Risk-free interest rate (%)
Expected life of option (years)
Share price (S$)

Exercise price (S$)

7-Feb-11

7.14

28.00

1.03
3.10
2.45
2.44

15-Jun-10

6.31
29.00
0.55
3.10
2.13
2.12

3-Feb-10

6.42
29.00
0.81
3.10
2.06
2.04

4-Jun-09

8.97
29.00
0.66
3.10
1.50
1.60

2-Feb-09

8.01
28.00
0.78
3.10
1.68
1.60

The expected life of the option is based on historical date and is not necessarily indicative of exercise patterns that may
occur. The expected volatility reflects the assumption that historical volatility is indicative of future trends, which may also not
necessarily be the actual outcome. No other features of the option were incorporated into the measurement of fair value.
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The Group’s instruments are, in the normal course of business, exposed to interest rate, foreign currency, credit and liquidity
risks. The Group’s risk management strategy aims to minimise the adverse effects of financial risk on the financial
performance of the Group. The Group also enters into derivative transactions, including interest rate swaps and forward
currency contracts. The purpose is to manage the interest rate and currency risks arising from the Group’s operations and its
sources of financing. There has been no change to the Group’s exposure to these financial risks or the manner in which it
manages and measures the risks.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s and the Company’s financial instruments
will fluctuate because of changes in market interest rates. The Group’s and the Company’s exposure to interest rate risk
arises primarily from the Group’s long-term debt obligation.

The Group’s policy is to manage its interest cost using a mix of variable and fixed rate debts. To manage this mix in a
cost-efficient manner, the Group enters into interest rate swaps, in which the Group agrees to exchange, at specified
intervals, the difference between fixed and variable interest amounts calculated by reference to an agreed-upon notional
principal amount. These swaps are designated to hedge underlying debt obligations. As at 31 December 2011 and 2010,
after taking into account the effect of interest rate swap, all of the Group’s long-term borrowings are at fixed rates

of interest.

Foreign currency risk

The Group’s revenue and expenditure are primarily transacted in Singapore dollar. The currency exposures are limited to
US dollars (“USD") and Special Drawing Rights (“SDR"). SDR is an international reserve asset created by International
Monetary Fund and is valued on the basis of a basket of key national currencies.

The Group and the Company also hold cash and cash equivalents denominated in foreign currencies for working capital
purposes. At the statement of financial position date, such foreign currency balances (mainly in USD and Euro) amount to
$$1,912,000 (31 December 2010: S$2,611,000) for both the Group and the Company.

Whenever possible, foreign currency transactions are matched to minimise the exposure. The exchange rates are continually
monitored and forward contracts are used when appropriate to hedge against exchange rate fluctuations.

As at the statement of financial position date, the Group’s currency exposures are insignificant.
Liquidity risk

Liquidity risk is the risk that the Group or the Company will encounter difficulty in meeting financial obligations due to
shortage of funds. The Group’s and the Company’s exposure to liquidity risk arises primarily from mismatches of the
maturities of financial assets and liabilities. The Group relies on its internal working capital and bank borrowings to fund
most of its operating and investing activities. There are sufficient revolving credit facilities available to meet short term
funding requirements.
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The table below summarises the maturity profile of the Group’s and Company’s financial liabilities at the statement of
financial position date based on contractual undiscounted payments.

1 year or less 1to 5 years Total
S$'000 S$'000 S$'000

Group
Creditors 158,358 - 158,358
Other liabilities and derivatives 1,027 - 1,027
Borrowings 71,094 257,031 328,125
As at 31 December 2010 230,479 257,031 487,510
Creditors 196,249 - 196,249
Other liabilities and derivatives 1,264 - 1,264
Borrowings 58,410 251,955 310,365
As at 31 December 2011 255,923 251,955 507,878
Company
Creditors 124,095 - 124,095
Other liabilities and derivatives 37,062 - 37,062
Borrowings 71,094 257,031 328,125
As at 31 December 2010 232,251 257,031 489,282
Creditors 137,265 - 137,265
Other liabilities and derivatives 55,566 - 55,566
Borrowings 58,410 251,955 310,365
As at 31 December 2011 251,241 251,955 503,196
Credit risk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty default on its
obligations. The Group’s credit risk is mitigated by its combination of cash and credit sales. For credit sales, the Group has no
significant concentration of credit risk from trade debtors due to its diverse customer base. Credit risk is managed through
credit checks, credit reviews and monitoring procedures that includes a formal automated collection process.

The Group’s maximum exposure to credit risk in the event the counterparties fail to perform their obligations as of
31 December 2011 in relation to each class of recognised financial assets, other than derivatives, is the carrying amount of
those assets as indicated in the statement of financial position.
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The fair value of a financial instrument is the amount at which the instrument could be exchanged or settled between
knowledgeable and willing parties in an arm’s length transaction, other than in forced or liquidation sale.

Financial instruments carried at fair value

The Company has carried all derivative financial instruments at their fair value as required by FRS 39. The following table
shows an analysis of financial instruments carried at fair value by level of fair value hierarchy:

Group
significant other
observable inputs

(Level 2)
2011 2010
S$'000 S$'000
Financial liabilities
Derivative assets/(liabilities) (Note 30)
— Forward currency contracts - 237
— Interest rate swap (881) (189)

Fair value hierarchy

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

Level 1 - Quoted prices (unadjusted) in active markets for identical assets

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices), and

Level 3 — Inputs for the asset or liability that are not based on observable market data (unobservable inputs)

Determination of fair value

Derivatives (Note 30): Forward currency contracts and interest rate swap contracts are valued using a valuation technique
with market observable inputs. The most frequently applied valuation techniques include forward pricing and swap models,
using present value calculations. The models incorporate various inputs including the credit quality of counterparties, foreign
exchange spot and forward rates and interest rate curves.

Financial instruments whose carrying amount approximate fair value

Management has determined that the carrying amounts of current trade debtors, other debtors, due from related parties,
cash and cash equivalents, creditors and due to related parties, based on their notional amounts, are reasonable
approximation of fair values either due to their short-term nature or they are floating rate instruments that are re-priced to
market rates on or near the statement of financial position date.
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The fair value of financial liabilities by classes that are not carried at fair value and whose carrying amounts are not
reasonable approximation of fair value are as follows:

Group Company
2011 2010 2011 2010
S$'000 S$'000 S$'000 S$'000
Carrying Fair Carrying Fair Carrying Fair Carrying Fair
amount value amount value amount value amount value

Financial liabilities:

— Fixed rate bank loans (non-current) 125,000 124,640 125,000 123,990 125,000 124,640 125,000 123,990

As at 31 December 2011, the Company has one (31 December 2010: one) interest rate swap agreement in place with
notional amount of $$125 million, whereby it receives interest at the variable Singapore Dollar Swap Offer Rate and pays
interest at a fixed Singapore Dollar rate of 1.579% (2010: 1.579%) per annum semi-annually every November and May.

This swap is designated as cash flow hedge and being used to hedge the cash flow interest rate risk of the Company’s
floating rate long-term loan. The interest rate swap and the floating rate long-term loan have the same critical terms and
notional amount of $$125 million.

The fair value (liability position) of the interest rate swap at 31 December 2011 was $$881,000 (31 December 2010:
$$189,000), which is included in hedging reserve. There was no impact to profit or loss.

The forward currency contracts of notional amounts S$Nil (2010: S$14,539,000) are used to hedge foreign currency risk
arising from the Group’s purchases denominated in USD and Euros. The Group does not apply hedge accounting

for these forward currency contracts. The fair value gain of the forward currency contracts at 31 December 2011

was S$Nil (2010: $$237,000).
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The following table shows a comparison by category of carrying amounts of the Group’s and Company’s financial assets and
liabilities that are carried in the financial statements:

Loans and
receivables
S$'000
Group
31 December 2011
Assets
Staff loans 818
Trade debtors 187,710
Deposits 5,341
Sundry debtors 12,198
Due from related parties 276
Cash and cash equivalents 11,837
218,180
Liabilities at Derivatives
amortised used for
cost hedging Total
S$'000 S$'000 S$'000
Group
31 December 2011
Liabilities
Creditors and accruals 196,249 - 196,249
Due to related parties 383 - 383
Borrowings 303,300 - 303,300
Derivative liabilities - 881 881

499,932 881 500,813
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Fair value
Loans and through profit
receivables or loss Total
S$'000 $$'000 S$'000
Group
31 December 2010
Assets
Staff loans 1,208 - 1,208
Trade debtors 178,228 - 178,228
Deposits 4,962 - 4,962
Sundry debtors 10,399 - 10,399
Fair value adjustment of forward currency contracts - 237 237
Due from related parties 503 - 503
Cash and cash equivalents 8,783 - 8,783
204,083 237 204,320
Liabilities at Derivatives
amortised used for
cost hedging Total
S$'000 S$'000 S$'000
Group
31 December 2010
Liabilities
Creditors and accruals 158,358 - 158,358
Due to related parties 838 - 838
Borrowings 316,000 - 316,000
Derivative liabilities - 189 189

475,196 189 475,385
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Loans and
receivables
S$'000
Company
31 December 2011
Assets
Staff loans 818
Trade debtors 185,566
Deposits 3,912
Sundry debtors 10,268
Due from related parties and subsidiaries 7,484
Cash and cash equivalents 6,614
214,662
Liabilities at Derivatives
amortised used for
cost hedging Total
S$'000 $$'000 S$'000
Company
31 December 2011
Liabilities
Creditors and accruals 137,265 - 137,265
Due to related parties and subsidiaries 54,685 - 54,685
Borrowings 303,300 - 303,300
Derivative liabilities - 881 881

495,250 881 496,131
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Fair value
Loans and through profit
receivables or loss Total
S$'000 S$'000 S$'000
Company
31 December 2010
Assets
Staff loans 1,208 - 1,208
Trade debtors 176,353 - 176,353
Deposits 3,631 - 3,631
Sundry debtors 6,827 - 6,827
Fair value adjustment of forward currency contracts - 237 237
Due from related parties and subsidiaries 4,860 - 4,860
Cash and cash equivalents 8,362 - 8,362
201,241 237 201,478
Liabilities at Derivatives
amortised used for
cost hedging Total
S$'000 $$'000 S$'000
Company
31 December 2010
Liabilities
Creditors and accruals 124,095 - 124,095
Due to related parties and subsidiaries 36,873 - 36,873
Borrowings 316,000 - 316,000
Derivative liabilities - 189 189

476,968 189 477,157
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The objective of the Group’s capital management policy is to provide capacity to support business requirements and to take
advantage of business opportunities that might arise, so as to enhance shareholder value. With prudent capital

management, the Group aims to maintain a sustainable regular payout ratio.

The capital structure of the Group consists of borrowings, cash and cash equivalents and shareholders’ equity.

There was no change in the Group’s approach to capital management during the year.

Group Company

2011 2010 2011 2010
$$'000 S$'000 $$'000 $$'000

Borrowings
— Current 53,300 66,000 53,300 66,000
— Non-current 250,000 250,000 250,000 250,000
Cash and cash equivalents 11,837 8,783 6,614 8,362
Shareholders’ equity 322,547 302,894 295,602 281,905

Group and Company

2011 2010
S$'000 S$'000
Declared and paid during the financial year:
Final — the previous year
7.7 cents (2010: 7.2 cents) per ordinary share (one-tier tax) 69,726 64,628
Special — the previous year
3.5 cents per ordinary share (one-tier tax) 31,694 -
Interim — the current year
6.6 cents (2010: 6.3 cents) per ordinary share (one-tier tax) 59,900 56,616
161,320 121,244
Proposed but not recognised as a liability as at 31 December:
Final
7.9 cents (2010: 7.7 cents) per ordinary share (one-tier tax) 71,350 69,323
Special
Nil (2010: 3.5 cents) per ordinary share (one-tier tax) - 31,527
71,350 100,850

The directors propose a final dividend of 7.9 cents per ordinary share (one-tier tax) in respect of the financial year ended 31
December 2011 for approval by shareholders at the forthcoming Annual General Meeting of the Company.

The financial statements for the year ended 31 December 2011 were authorised for issue in accordance with a resolution of

the directors on 17 February 2012.



