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SG LEASING (GEMS) LIMITED
" YEAR ENDED 31 DECEMBER 2019

REPORT OF THE DIRECTORS

The directors have pleasure in submlttmg thelr annual report and financial statements for the year- ended 31
December 2019.

The Report of the Directors has been prepared in accordance with the special provisions relating to small
companies under Part 15 of the Companies Act 2006.

PRINCIPAL ACTIVITY AND BUSINESS REVIEW

SG Leasing (Gems) Limited is a private company limited by shares incorporated and registered in the United
Kingdom under the Companies Act 2006. The Company is registered in England and Wales. These financial
"statements are presented in U.S. dollars because that is the. currency of the prlmary economic environment in
" which the Company operates.

The Company registration number is 05038969. ‘

The principal activity of the Company continues to be the provision of leasing. The Company did not enter into
- any new lease agreements during the year (31 December 2018: $nil). :

The Company relies onl business generated by staff employed by Société Générale London Branch (SGLB) whose
principal activity is investment banking. The client rélationship exists with, and is managed by SGLB. -

The Directors consider the results for the year to be in line with expectation. The Company w111 continue to
administer its portfolio of assets to increase profitability. ' : -

The Company has secured financing arrangements from group companies that are matched with its asset basé.
The risks facing the Company and the actions taken to address those risks are set out in the Financial Risk
Management paragraph below. There is no indication that these risks will adversely impact the Company in the
foreseeable future.

POST BALANCE SHEET EVENT

Subsequent to the year-end, the World Health Organization declared the outbreak of a novel coronavirus (COVID-
19) as a pandemic, which continues to spread throughout the world. As at the date of this report, the COVID-19
outbreak is resulting in governments around the world, including the UK, putting restrictions.in place regarding
the movement of people, leading to widespread disruption and significant market volatility. This has impacted the
global financial markets severely. In response, the Company has activated its Business Continuity Planning
strategies to safeguard the wellbeing of its employees, the continuation of its operations and the support of its
clients. The full extent of how these conditions will impact the Company are not yet known as there is uncertainty
* around the duration and severity.

IMPACT OF BREXIT

Conceming the regulatory environment, and in particular Brexit, there has been a comprehensive Brexit impact
exercise undertaken at SGLB in conjunction with an independent legal firm. The Company’s operations were
included in the analysis. Considering that the Company doesn’t have customers based in the European Union, or -
euro denominated transactions, the outcome of the assessment on the Company’s operations was that there would
be no material impact after Brexit. As there are still possible outcomes of the current negotiations between the

- United Kingdom and the European Union,; it is not possible at this stage to ascertain the full implications for the
Company. Management will stay very close to the ongoing issues.

OUTLOOK 2020
As of end Q1, 2020, the Company’s business activity remains strong as the lease agreements remain unchanged..
RESULTS

" The Company made a loss after taxation of $1, 624 799 (31 December 2018: $552,057). The results for the year
are set out on page 8.




SG LEASING (GEMS) LIMITED
YEAR ENDED 31 DECEMBER 2019

‘REPORT OF THE DIRECTORS (Continued)

~ FINANCIAL RISK MANAGEMENT -

The Company is exposed to financial risk through its financial assets and liabilities. The key financial risk is that
the proceeds from financial assets are not sufficient to fund the obligations arising from liabilities as they fall due.
The most important components of financial risk are interest rate risk, currency risk and credit risk. Due to the
nature of the Company’s business and the assets and liabilities contained within the Company’s balance sheet the
only financial risks the directors consider relevant to this Company are credit, liquidity and cash flow risk. The
risks relating to liquidity and cash flow are mitigated by the routine monitoring of key management information.
Credit risk is monitored by the risk department of SGLB. They regularly monitor the credit worthiness of clients
and will advise the relevant officer in charge of the exposure if there is any deterioration in the credit status (Refer
to Note 15).

The Company’s policies for managing capital have been disclosed in Note 15.
NE

DIRECTORS )

The directors who served during the year and to the date of this repori were:

D. Cook . (resigned 05 April 2019)
Shields . (resigned 20 May 2019)

GOIN G CONCERN

The financial statements for the year ended 31 December 2019 have been prepared on a going concern basis as the
Directors are satisfied, having considered the.risks and uncertainties impactinig the Company, that it has the ability
to continue in business for the period. The period of assessment used by the Directors is twelve months from the
date of approval of these annual financial statements.

In making their assessment, the Directors have considered a wide range of information relating to present and
future conditions of the company, including the availability of sufficient resources. '

The Company has continued to function without significant disruption to operations by enabling staff to work from
home in order to protect themselves while continuing to perform their roles. The Company’s only business activity
is in respect to finance leases over bareboat charters with a major world market leader. The contractual
arrangements are not expected to change as a result of the pandemic. In addition to this, on the basis of the
customer’s recent results and projections for the current year, the Directors do not ant1c1pate any reduction in net
income or asset impairments in the foreseeable future.

Despite the current year losses, the Directors note that the company has reserves of $2,243,695 at Deeember 2019
(2018: $3,868,494) which are sufficient to support the business activities for the next 12 months from the date of
_ approval of these financial statements.

The economic threat of the COVID-19 pandemic will continue to weigh on investors and the economic impact
remains hard to assess. There is a risk that the business environment detériorates or suffers a prolonged downturn.
However, the Company has adequate avallablllty of financial resources. As a consequence, the Directors believe
that the Company is well placed to manage its business risks successfully despite the current uncertain economic
outlook. The Directors have a reasonable expectation that the Company will be able to continue in operational

" .existence for at least 12 months from the approval of these financial statements. Accordingly, they continue to .

adopt the going concern basis in preparing the annual report and accounts.

On the basis of the assessment made, the Directors are satisfied that it continues to be appropriate to prepare the
financial statements on a going concern basis, having concluded that there are no material uncertainties relating to
events or conditions that may cast significant doubt on the Company’s ability to continue as a gomg concern over
the period of assessment.




SG LEASING (GEMS) LIMITED A y;
YEAR ENDED 31 DECEMBER 2019 :

REPORT OF THE DIRECTORS- (Continued)

LIABILITY INSURANCE FOR COMPANY OF FICERS

The Company has made qualifying-third party mdemmty provisions for the beneﬁt of its dxrectors which were
made during the period and remain in force at the date of this report. In addition, the Company mamtams liability
insurance for its directors and ofﬁcers

- DISCLOSURE OF INFORMATION PROVIDED TO AUDITOR

Each of the pe_rS‘Ons'who is a director at the date of approval of this report confirms that:

e so far as the dlrector is aware, there is no relevant audit mformatlon of whlch the company's auditor is
unaware; and -

e . the director has taken all the steps that he/she ought to have taken as a director in order to make'
himself/herself aware of any relevant-audit mformatlon and to establish that the company's auditor is
aware of that information. - :

. APPOINTMENT OF AUDITORS

Deloitte LLP was reappointed and has expressed its willingness toj continue in office. Pursuant-to the Company’s
policy of auditor rotation, Deloitte LLP will remain the Company's auditor until such time as the next auditor
rotation period is fixed by the Company’s members. .

Approved by the Board and signed on their behalf by,

» : K. Balinska-Jundzill
30 September 2020 , o ‘ - Secretary




SG LEASING (GEMS) LIMITED
YEAR ENDED 31 DECEMBER 2019

STATEMENT OF DI—RECTORS' RESPONSIBILITIES .

The directors are responslble for preparmg the Report of the Directors and the financial statements in accordance -
w1th applicable law and regulations. :

Company law requires the directors to prepare financial statements for each financial year. Under that law the -

directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law), including Financial Reporting
Standard 101 Reduced Disclosure Framework. Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the Company and
the profit or loss of the Company for that period. In preparing these financial statements, the directors are required
to: ‘ , ,

e select suitable accounting policies and then apply them consistently;

e 'make judgments and accounting estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is mappropnate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose. with reasonable accuracy at any time the financial position of the company
and enallble them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for takmg ,reasonable steps for the preventlon
and detection of fraud and other irregularities.
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SG LEASING (GEMS) LIMITED
YEAR ENDED 31 DECEMBER 2019

Independent auditors’ report to the members of SG Leasing (Gems) Limited -

Repcrt on the audit of the financial statements

Opinion

In our opinion the financial statements of SG Léasing (Gems) Limited (the ‘company’):

e give a true and fair view of the state of the company’s affairs as at 31 December 2019 and of its loss for the
year ended,

e have been properly prepared in accordance with United ngdom Generally Accepted Accountmg Practice

including Financial Reporting Standard 101 “Reduced Disclosure Framework; and
e have been pre_:pared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of the company:
o the statement of comprehensive income; ‘

e the statement of financial position;

e the statement of changes in equity; and

[ ]

the related notes 1 to 16.
¢

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework (United
Kingdom Generally Accepted Accounting Practice).

Basis for opinion

* We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit
of the financial statements section of our report.

v

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council’s (the “FRC”) Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We are required by ISAs (UK) to report in respect of the following matters where: )
. o the directors’ use of the going concern basis of accounting in preparation of the financial statements is not
-appropriate; or
e the directors have not disclosed in the ﬁnanmal statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for
a period of at least twelve months from the date when the financial statements are authorised for issue.

- We have nothing to report in respect of these matters.
Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained.in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the-other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact.

We have nothing to report in respect of these matters.



SG LEASING (GEMS) LIMITED
YEAR ENDED 31 DECEMBER 2019

Independent auditors’ report to the members of SG Leasing (Gems) Limited jcentin\uedl

Responsibilities of directors

_ As explained -more fully in the statement directors’ responsibilities, the directors are responsible for the
préparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparatlon of financial statements that are

-free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the diréctors are responsible for assessing the company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the company or to cease operatlons or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements. .

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our

auditor’s report.

Report on other legal and regulatory requirements

. Opinions on cher matters prescribed by the Companies Act 2006

- In our opinion based on the work undertaken in the course of the audit:
e The information given in the Report of the Directors for the financial penod for  which the financial
. statements are prepared is consistent with the financial statements; and :
e the Report of the Dxrectors has been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the‘company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the Report of the Directors.
P :

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters 1f, in our opinion:

e adequate accountmg records have not been kept or returns adequate for our audit have not been received
‘from branches not visited by us; or '
the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audit; or

the directors were. not entitled to take advantage of the small companies’ exemptions in preparmg the
Report of the D1rectors and from the requlrement to prepare a Strategic Report.

We have nothmg, to report in respect of these matters.




- SG.LEASING (GEMS) LIMITED
YEAR ENDED 31 DECEMBER 2019

Independent auditors’ report to the members of SG Leasing (.‘.G'emsl:Limited (Continued)

Use of our report-

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for.our audit work, for this report, or for the opinions we have formed.

Ben Jackson FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

30 September 2020




SG LEASING (GEMS) LIMITED
YEAR ENDED 31 DECEMBER 2019

STATEMENT OF COMPREHENSIVE INCOME

. For the year ended 31 December 2019

~ Continuing Operations -

Revenue .
Interest expense

Gfoss margin-

Other operating expenses
Administrative expenses
Other (losses) / gains,
Operating (loss) / profit

(LOSS) / PROFIT BEFORE TAXATION -

Tax (charge)/ credit

(LOSS) / PROFIT FOR THE YEAR

" Other Comprehensive Income

Other comprehensive income for the year

Total comprehensive (loss) / profit for the year

(Loss) / Profit attributable to:
Equity holders of the parent

Total comprehensive (loss) / profit attributable to:

Equity holders of the parent -

31 December

31 December
Notes 2019 2018
$ 3

2 15,390,417 15,912,249
3a (16,949,109) (16,139,235)
(1,558,692) (226,986)

4 (15,483). (9,726)
5 (12,565) 531,791
(1,586,740) 295,079
(1,586,740) 295,079

6a (38,059) 256,978
(1,624,799) 552,057

' (1,624,799) - 552,057
(1,624,799) 552,057 -

552,057

(1,624,799)




SG LEASING (GEMS) LIMITED
YEAR ENDED 31 DECEMBER 2019

STATEMENT OF FINANCIAL POSITION

’
a

As at 31 December 2019 :
: : 31 Decembeér 31 December

Notes - 2019 2018
$ - 8
ASSETS
~ NON-CURRENT ASSETS . ' o
- . Finance lease receivables - 7 I 360,734,788 397,446,445
360,734,788 397,446,445
CURRENT ASSETS : | L
Finance lease receivables o . B ‘ 7 . 57,214,133 57,272,634 -
Other receivables C ’ 8 - 601,078 - -
Cash and cash equivalents : . ' L 896,852 1,653,104
58,712,063 58,925,738
TOTAL ASSETS : . o 419,446,851 456,372,183
LIABILITIES
CURRENT LIABILITIES _ : ‘ o
Borrowings 9 45,628,172 46,452,163
Other payables ~ 9 4968708 4,780,801
‘ 50,596,880 51,232,964
NON-CURRENT LIABILITIES - : . - .
Borrowings : 9 305,734,317 - 335,566,984
Deferred tax liability - N 10 60,871,855 65,703,637
366,606,172 . 401,270,621
TOTAL LIABI_LITIF.S ( 417,203 ,052 - 452,503,585
*NET ASSETS . ‘ ' R _ o 2,243,799 o 3,868,598
EQUITY o :
~ Share capital . 11 - 104 . 104
Retained eamings ' . ' . 2,243,695 , 3,868,494 -
TOTAL EQUITY AND RESERVES _ 2,243,7§9 - 3,868,598

’

The financial statements were approved by the Board_ of directors and authorised for issue on 30 September 2020.
They were signed on its behalf by: ' : o :

Director S. L. Fowler - . ' V : :

' The notes on pages 11 to 27 form an integral part of these financial statements.

The company registration number is 05038969.
A

10




SG LEASING (GEMS) LIMITED
YEAR ENDED 31 DECEMBER 2019

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2019

- Balance as at 1 January 2018
Total comprehensive profit for the year
Balance as at 31 December 2018
" Total comprehensive loss for the year

Balance as at 31 December 2019

11

Share

‘Retained

Not Total
=2 Capital Eamings 2
- 8 3 S

104 3,316,437 © 3,316,541

- 552,057 © 552,057

104 3,868,494 3,868,598

- (1,624,799)  (1,624,799)

, 104 2,243,695 T 2,243,799

8
<
;-




* SG LEASING (GEMS) LIMITED

YEAR ENDED 31 DECEMBER 2019

NOTES TO THE FINANCIAL STATEMENTS

1.

a)

12

ACCOUNTING POLICIES

A summary of the prmmpal accountmg policies, all of which have been applied consistently throughout
the year and the preceding year is set out below. SG Leasing (Gems) Limited is a private company limited
by shares incorporated in the United Kingdom under the Compames Act 2006 and registered in England
and Wales.

Basis of preparation

The accompanying financial statements have been prepared in accordance with the recognition and
measurement principles of International Financial Reporting Standards issued by the IASB as adopted.
by the European Union (together IFRS) under FRS 101 Reduced Disclosuré Framework. The Company
meets the definition of a qualifying entity under Financial Reporting Standard 100 Application of
Financial Reportmg Requirements issued by the Financial Reporting Council.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available
under that standard in relation to the presentation of a Cash-Flow Statement, standards not yet effective

‘and related party transactions. Where required, equivalent disclosures are given in the group financial

statements of Société Générale; these financial statements are available to the public and can be obtained
as set out in note 14. ' :

The financial statements aré prepared on historical cost basis.

Impact of apphcatlon of IFRS .16 Leases

In the current year, the Company has applied IFRS 16 (as issued by the IASB in January 2016) that is

_effective for annual periods that begin on or after 1 January 2019.

IFRS 16 mtroduces new or'amendcd requirements with respect to lease accounting. It introduces

significant changes to lessee accounting by removing the distinction between operating and finance lease

_and requiring the recognition of a right-of-use asset and a lease liability at commencement for all leases, -

except for short-term leases and leases of low value assets. In contrast to lessee accounting, the
requirements-for lessor accountmg have remamed largely unchanged.

a) Impact of the new definition of a lease

Companies should use of the practical expedient available on transition to IFRS 16 not to reassess
whether a contract is or contains a lease. Accordingly, the definition of a lease in accordance with IAS
17 and IFRIC 4 will continue to be applied to those contracts entered or modified before 1J anuary 2019.

The change in definition of a lease mamly relates to the concept of control. IFRS 16 determmes whether
a contract contains a lease on the basis.of whether the customer has the right to control the use of an

"identified asset for a period of time in exchange for consideration. This is in contrast to the focus on 'risks

and rewards' in IAS 17 and IFRIC 4.

"b) Impact of Lessor Accounting

IFRS 16 does not change substantially how a lessor accounts for leases. Under IFRS 16; a lessor continues
to classify leases as either finance leases or operating leases and account for those two types of leases
dlfferently :

However, IFRS 16 has changed and expanded the disclosures required, in particular with regard to how

" alessor manages the risks arising from its residual interest in leased assets.

Under IFRS 16, an intermediate lessor accounts for the head lease and the sub-lease as two separate
contracts. The intermediate lessor is required to classify the sub-lease as a finance or operating lease by
reference to the right-of-use asset arising from the head lease (and not by reference to the underlying
asset as'was the case under IAS 17). .




SG LEASING (GEMS) LIMITED

YEAR ENDED 31 DECEMBER 2019 -

NOTES TO THE FINANCIAL STATEMENTS

1.

a) :

(b)

(©)

CY)

- 20

ACCOUNTING POLICIES (Continued)

Basis of preparation (continued) .

Impact of application of IFRS 16 Leases (continued)
b) Impact of Lessor Accounting (continued)

As required by IFRS 9, an allowance for expected credit losses has been recognised on the finance lease
receivables. -

"The changes-applicable to lessee accounting is not applicable.as the Company is not a lessee. In addition,

as SG Leasing GEMS Limited is a lessor under finance leases there is no financial 1mpact fromi the first
time adoptlon of IFRS 16.

Finance léases’

* Leases are classified as finance leases whenever the terms of the lease transfer substantlally all the risks

and rewards of ownership to the lessee.

This is the first year for the IFRS 16 adoption and there has been no impact on the leases. -
Leases are categorised as ﬁnancial assets at amortised cost lees any impairment.

Revenue |

Revenue comprises of fmance lease income less variable interest rate adjustments Contmgent rent is
recogmsed in the period it is earned/mcurred and reflected as an interest adjustment.

Finance lease income is allocated to accounting periods so as to reflect a constant penodlc rate of return
on the company s net investment outstandmg in respect of leases. _
Interest income'is recognised, on an accrual basis using the effectrve interest method by applying the rate
that exactly discounts the estimated future cash receipts through the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying amount of the financial asset.

Taxation .

' The tax expénse represents, the sum of the tax currently payable and deferred tax.

UK corporation tax is provided at amounts expected to be paid or recovered using the tax rates and laws
that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is recognised in respect of all temporary drfferences Temporary differences are differences
between the carrying amount of assets and liabilities in the financial statements and the corresponding
tax bases used in the computatlon 'of taxable profit. Deferred tax is accounted for using the balance sheet
method. : :

Deferred tax liabilities are generally recognised for all taxable temporary dit’ferences.

Deferred tax assets are recognised to the extent that it is probable that taxable proﬁts will be available

- against which deductible temporary differences can be ut111sed

Deferred tax is calculated at the tax rates that are expected to apply in the period when-the 11ab111ty is

settled or the asset is realised.

Financial assets and financial- liabilities are recognised on the company’s balance sheet when the
company becomes a party to the contractual provisions of the instrument.




SG LEASING (GEMS) LIMITED

YEAR ENDED 31 DECEMBER 2019

NOTES TO THE FINANCIAL STATEMENTS

1.

(e _

20

ACCOUNTING POLICIES (Continued)

Financial instruments

Financial assets and financial llabllmes are recognised when an entity 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 finan¢ial assets or financial liabilities at fair
value through profit or loss are recognised immediately in profit or loss. .

‘Financial assets

All regular way purchasés or sales of financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace.

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.
a) Classification and measurement

On initial recognition, a financial asset that is a debt instrument can be classified as:
- At amortised cost;

- Fair value through other comprehensive income (FVTOCI); - and

- Fair value through profit and loss (FVTPL)

A financial asset that is a debt instrument is measured at amomsed cost only if both of the following
conditions are met: (i) it is held within a business model whose objective is to hold assets in order to
collect contractual cash flows; and (ii) the contractual terms of the financial asset Tepresent contractual
cash ﬂows that are solely payments of principal and interest (SPPI)

"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. On the other hand, the gross carrying amount of a financial asset is the amomsed cost of a
ﬁnanc1al asset before adjustmg for any loss allowance.

A financial asset is classified and measured at FVTOCI if it is not desngnated at FVTPL, and if it meets
both of the following conditions: (1) it is held for collectlon of contractual cash flows and for selling the
assets, and (i) its cash flows represent SPPI.

AN

All financial assets not classiﬁéd as measured at amortised cost or FVOCI are measured at FVTPL. This

_includes all derivative financial assets. On initial recognition, the Company may irrevocably designate a

financial asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI as
an asset measured at FVTPL if domg S0 ellmmates or s1gn1ﬁcantly reduces an accounting mismatch that
would otherwise arise. .

The Company’s financial assets primarily consist of finance leases.

The Company does not hold equity instruments as at repdrting. date.




SG LEASING (GEMS) LIMITED

YEAR ENDED 31 DECEMBER 2019

NOTES TO THE FINANCIAL STATEMENTS

1.

(e)

20 -

ACCOUNTING POLICIES (Continued)

Financial instruments (continued)

Modification of financial assets

A modification of a financial asset occurs if the contractual cash flows of the financial asset are
renegotiated or otherwise modified between initial recognition and maturity of a financial asset. Upon
modifications of financial assets, the company first assesses whether the modification is substantial or
mnot. The company follows a set of qualitative or quantitative assessment to identify. whether a
modification is substantial or not. Where a modification is substantial, the resulting financial asset is

" derecognised and a new financial asset with revised terms is recognised. The difference between the

amount derecognised and the new amount recognised is included in profit or loss as de-recognition gain
or loss. If a modification of a financial asset does not result in derecognition the gross carrying amount
of the asset is recalculated and a modification gain or loss is recognised in profit or loss.

b) ~ Impairment of financial assets
The Company recognises a loss allowance for expected credit losses on investments in debt instruments

that are measured at amortised cost or at FVTOCI, finance lease and other receivables. No impairment
loss is recognised for investments in equity instruments.

. To determine the amount of impairment or provision to be recorded at each reporting date, these

exposures are split among three categories based on the increase in credit risk observed since initial
recognition. o

‘An'impairment or provision shall be recognised for the exposures in each category as follows:

Observed deterioration in credit risk since initial recognition ofthe financial asset

Creditrisk |  Stage 1 Stage 2 Stage3d
catagory Performing assets Under-performing or Credit impaired or
_ downgraded assets defaulted assets
Transfer criteria Initial recognition of the . Credit risk on the instrument has

Evidence that the instrument
has become credit impaired/ 90
days past due

instrument in stage 1: increased significantly since
maintained if the credit risk initial recognition/ 30 days past
has not increased significantly |due '

|Measurement of [12.months ' Lifetime Lifetime

credit risk . |Expected credit losses Expected credit losses Expected credit losses

Interest income  |Gross carrying amount of the  |Gross carrying amount of the  [Net carrying amount of the
recognition basis |asset before impairment asset before impairment - [asset after impairment

Lifetime ECL represents the expected credit losses that will result from all possible default events over
the expected life of a financial instrument. In contrast. 12 months ECL represents the portion of ECL that
is expected to result from default events on a financial instrument that are possible within 12 months
after the reporting date.




SG LEASING (GEMS) LIMITED

YEAR ENDED 31 DECEMBER 2019

NOTES TO THE FINANCIAL STATEMENTS

2.

20

ACCOUNTING POLICIES (Continued)

(1) Srgmﬁcant increases.in credlt risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Company compares the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occuiring on the financial instrument.-as at the date of initial
recognition. In making this assessment, the Company considers both. quantitative and qualitative
information that is reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or efforf. Forward-looking information considered
includes the future prospects of the industries in which the Company’s debtors operate, obtained from
economic expert reports, financial analysts, governmental bodies, relevant think-tanks and other similar
organisations, as well as consideration of various external sources of actual and forecast economic
mformatlon that relate to the Company’s core operations. )

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk on a
financial asset has increased significantly since initial recognition when contractual payments are more -
than 30 days past due, unless the Company has reasonable and supportable information that demonstrates
otherwise. :

The Company regularly monitors the effectiveness of the criteria used to identify whether there has been
a significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable
of identifying significant increase in credit risk before the amount becomes past due. To identify Stage
2 exposure, the Company uses all available past and forward-looking date (behavioral scores,
macroeconomic forecast scenarios, etc) to assess the counterpary’s credit risk. A financial asset moves
to the stage 2 exposures if its internal credit risk ratmg decreased by at least two notches in the last-18
months. .

(i1) Definition of default

The Company considers the following as constituting an event of default for internal credit management
purposes as historical; experience indicated that receivables that meet either of the followmg are
generally not recoverable.

e when thereisa breach of financial covenants. but the counterparty; or
information developed intemally or obtained from external sources indicates that the debtor s is
unlikely to pay its creditors, including the Company, in full (without taking into account any
collaterals held by the Company).
\
Irrespective of any of the above ‘analysis, the Company considers that default has occurred when a
financial asset is more than 90 days past due unless the Company has reasonable and supportable
information to demonstrate that a more lagging default criterion is more appropriate.

(ii1) Credit-impaired financial assets
A financial asset is credit-impaired when one or more events that have a detnmental impact on the
estimated future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-
impaired includes observable data about the following events:
e significant financial difficulty of the issuer of the borrower;,
e abreach of contract, such as default or past due event (see (ii) above);
e the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s
* financial difficulty, having granted to the borrower a concession(s) that the lender(s) would not
otherwise consider;
e itis becoming probable that the borrower will enter bankruptcy or other financial reorganization;
or
e the disappearance of an active market for that financial asset because of financial difficulties.
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" ACCOUNTING POLICIES (Continued)

Financial liabilities (continued)

The Company writes off a financial asset when there is information indicating that the counterparty is in
severe financial difficulty and there is no realistic prospect of recovery, for example, when the

" counterparty has been placed under liquidation or has entered into bankruptcy proceedings, or in the case
- of trade receivables, when the amounts are over two years past due, whichever occurs sooner.

The measurement of ECL is a function of the probablhty of default, loss given default (i.e. the magnitude

of the loss if there is a default) and the exposure at default. The assessment of the probability of default
and loss given default is based on historical data adjusted by forward-looking information. Estimation of
ECL reflects an unbiased and probability-weighted amount that is determined with the respectlve risks
of default occurring as the weights. .

c) Derecognition of financial assets
The Company 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 substantlally all the I‘lSkS and rewards of

ownership of the asset to another party.

Financial liabilities

Debt and equity instruments issued by the Company are classified as either financial liabilities or as -
equity in accordance with the substance of the contractual arrangements and the definitions of a financial
liability and an equ1ty instrument. e :

All financial liabilities are subsequently measured at amortised cost using the effective interest method
orat FVTPL. ’

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums-or discounts) through the
expected life of the financial 11ab111ty, or (where appropriate) a shoner period, to the amortised cost of a
financial 11ab111ty

The Company derecognises financial liabilities when, and only when, the Company’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, mcludmg any non-cash assets transferred or
liabilities assumed, is recognised in profit or loss. :

Borrowings and other payables

Borrowings and other payables are initially measured at fair value and subsequently at amortised cost
using the effective interest rate method. Other payables and borrowmgs are categorised as 11ab111tles
measured at amortised cost. :

Cash and cash equivalents

Cash and cash equivalents combrise cash on hand and demand deposits, 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. :
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L. ACCOUNTING POLICIES (Continued)

(§  Foreign currencies

Transactions in currencies other than the entity’s functional currency (United States Dollars) are recorded
at.the rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monetary
assets and liabilities that are denominated in foreign currencies are translated at the rates prevailing on
the balance sheet date. Translation differences are dealt with in the income statement.

(g) Significant accounting_judgements, estimates and assumptions -

The key judgments concerning the future at the reporting date, 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. Additionally, there are no key sources of estimating uncertainty.

The Company’s management has not made any Judgements estimates and assumptlons about the
carrying amounts of assets and liabilities during the current financial year.

2.-  REVENUE :
‘ . 31 December 31 December
2019 2018
3 : 3
Finance income earmed on finance lease - ' ) 24,712,311 ‘ 27,132,346
Interest Adjustment o - : (9,328,449) (11,220,097)
Interest income A 6,555 -
! . ~
15,390,417 - 15,912,249 -

.The Company’s revenue for the current and preceding year was derived from the Umted Kingdom

market.
3. PROFIT / (LOSS) BEFORE TAXATION
The profit / (loss) before taxation is stated after charging:
‘ : 31 December 31 December
2019 - 2018
3 : 3
(a) Interest payable

$16,949,109 of the interest payable during the year was
attributable to group companies (31 December 2018: $16,139,235) . :
(Refer to note 14) _ (16,949,109) (16,139,235)

(b) Auditors' remuneration - audit fees
"Audit fees payable for the audit of the company's annual financial statements amounted to $38,599
-(31 December 2018: $32,000). During the year there were no fees relatmg to non-audit services.

These fees are paid by the ultimate parent company, Société Générale.
v _ )

4, - ADMINISTRATIVE EXPENSES .
K 31 December 31 December-
2019 2018
.Other operating expenses - ' ' o (15,483) - (9,726) -

20
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5. OTHER GAINS
2019 2018
Impairment (charge) / recovery (13,627) 10,651
Gain on modification ofleases Tos 497,331
Net foreign exchange gains 1,062 23,809
(12,565) - 531,791
6. - TAXATION
- i
(a) Analysis of the tax (credit) in the year ,
: 31 December 31 December 31 December 31 December
2019 2019 2018 - 2018
3 s -8 8
-, Corporation tax: ' .
Corporation tax (charge)/ credit for the year (4,806,665) ©(4,109,453)
Foreign exchange movements (63,022) ' 42,206
Adjustments in respect of prior periods (154) 23,475
Total current tax (charge) / credit (4,869,841) ‘ (4,043,772)
Deferred tax: o -
Origination and reversal of temporary differences ,
-Current year movement 4,830,287 3,786,993
Effect of change in tax rate 1,495 513,757
o Total deferred tax chérge / (credit) 4,831,782 4,300,750
Taxcredit / (charge) (38,059) - 256,978
(b) The total credit for the year can be reconciled to the accounting loss as follows:
31 December 31 Decehber
2019 ' 2018
$ $
Profit before taxation (1,586,740 - 295,079
Tax(charge) at standard rate of 19% 301,481 (56,065)
(31 December 2018: 19%)
Factors affecting the credit: .
Non-taxable credits | 5,920 A 657
Prior year adjustments (154) 23,475
Transfer pricing adjustments (283,779) (267,053)
Foreign exchange movements (63,022) 42,206
Change of tax rate 1,495 513,757
(38,059) 256,978
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7. FINANCE LEASE RECEIVABLES

Mihimum lease payments

Present value of minimum lease

payments
31 December 31 December 31 December 31 December
© 2019 2018 2019 2018 -
3 3 3 ’ $
Amounts receivable under finance leases: . . )
Within one year . 159,030,499 59,203,170 57,251,727 57,296,601
In the second to fifth years inclusive 425,806,494 487,108,416 360,734,788 397,446,445
After five years _ ' _ ‘ - - - -
. . 484,836,993 546,311,586 - ” 417,986,515 454,743,046
. Less: uneamed finance income (66,850,478)  * (91,568,540) - . -
Present value of minimum lease payments . ) : : .
receivable 417,986,515 454,743,046 417,986,515 454,743,046
Loss allowance for uncollectable lease -
payments : (37,594) (23,967) (37,594) (23,967)
' 417,948,921 454,719,079 417,948,_921 454,719,079
Ana'lysed as:
Non-current ﬁnance lease receivables .
(Recoverable after 12 months) 360,734,788 397,446,445
‘Current finance lease receivables .
(Recoverable within 12 months) 57,214,133 © 57,272,634
417,948,921 454,719,079

The compény entered into no new finance lease agreements during the period €] December 2018: $nil).
The average lease term left is 3 years (31 December 2018: 4 years), with rentals payable quarterly in arrears.

Unguaranteed residual values of assets leased under finance leases at.the balance sheet date are estimated
as.$nil (31 December 2018: $nil) on account of guarantees and collateral placed on behalf of the lessee.

The éverage effective interest rate contracted approximates 5.76% (31 December 2018: 5.76%) per annum.

The fair value of the company's lease recelvables approximates to their carrying value

The Company is not aware ofany material items that would affect the credit quality oflts ﬁnanmal lease
" receivables which are neither past due or impaired. The Company has no financial lease receivables whose
~ carrying value would be impaired or considered to be past due but for renegotiation of their terms.

The following table shows the movement in expected credit losses that has been recognised for the respective.

financial assets:

Total
$
(23,967)

(13,627). L

. 12m ECL -
Leases
A $

Balance as at 1 January 2019 (23,967)
Net decrease in loss allowance arising from
financial assets recognised in current yéar, net :
of those derecognised upon settlement (13,627) -
Balance as at 31 December 2019 (37,594)

(37,594)
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- 8. OTHER RECEIVABLES

Amounts falling due within one ye'ar“.
Amounts owed by group undertakings
Interest receivable from group companies

31 December - -

31 December

2019 2018
$ 3

" 600,000 -
- 1,078 -
601,078 -

The deposit of $6OO 000 held with Socwte Générale Paris bears interest of leor plus spread. It matured

onl3 January 2020 and contmues rolling every two months.

9. BORROWINGS AND OTHER PAYABLES

31 D(ecember '

31 December

2019 2018
. 5 $ $
/Amounts falling due within one year: (
Borrowings . 45,628,172 46,452,163
Interest payable to group companies - 3,219 906_ - 3,762,983
- Corporation tax 1,748,802 1,017,818
50,596,880 51,232,964
(
Amounts falling due after one year: :
Bomrowings 305,734,317 335,566,984
(
305,734,317

335,566,984

Borrowings comprise of variable rate loans of $351,362,489 (31 December 2018: $382,019,1-47)
financing the investment in finance lease receivables (Refer to Note 7). Principal and interest payments
are settled in cash and are made monthly based on a 3 month Libor plus spread.

The variable loans approximate their fair value.

value. .

10. - DEFERRED TAXATION

The directors consider that the remammg carrymg amount of other payables approximates their fair

20

(a) Analysis of deferred tax balances
Accelerated capital allowances

Total liability
(b) Analysis of movement in deferred tax liability
‘ LJabrhty at beginning of year ¢

Deferred tax (credit) / debit to proﬁt and loss for the year

~

Deferred tax liability at end of year

31 December 31 December
2019 2018
3 $
60,871,855 65,703,637
¢ 60,871,855 65,703,637
2019 2018
- 8 3
65,703,637 70,004,387
(4,831,782) (4,300,750)
60,871,855 65,703,637
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DEFERRED TAXATION (Continued)

Effect of reducnon in rate of Corporatxon Tax

Finance Bill 2016 enacted provisions to reduce the main rate of UK corporate tax to 17% from 1 April
2020. However, in the March 2020 Budget it was announced that the reduction in the UK rate to 17%
will now not occur and the Corporation Tax Rate will be held. at 19%.

As substantive enactment is after the balance shieet date, deferred tax balances as at 31 December 2019
continue to be measured at a rate of 17%. If the amended tax rate had been used, the deferred tax liability
would have increased by US$ 6,997,376.

SHARE CAPITAL AND EQUITY ‘
: 31 December 31 December

2019 2018
$ > $ -
Authorised, Issued and fully paid: o c
2 deferred ordinary shares of £1 each - ' - . 4
100 ordinary shares of $1 each, fully paid " 100 © 100
‘ ’ 104 104

The company has one class of ordmary shares which carry no nght to ﬁxed income.

RELATED PARTY TRANSACTIONS

' The Company’s immediate parent company is TH Investments (Hong Kong) 1 Limited (incorporated in

Hong Kong). SG Leasing (Gems) lelted is incorporated in Great Britain and registered in England and
Wales. .

The ultimate holdmg company, controlling party and parent of the smallest and largest group for whlchA
group accounts are prepared is Société Générale.

The sales to and purchases from related parties are made at terms equwalent to those that prevail in arm’s
length transactions.

No guarantees‘ have been given or received.

EMPLOYEES COST AND DIRECTORS’ EMOLUMENTS ,

- The directors received no emoluments for services to the company or TH Investments (Hong Kong) 1

Limited (its parent) during the year (2018 £nil).

" None of the directors had any material‘interest in any contract in relation to the business of the Company.

The Company does not have any employees for either year. All personnel who perform services are
employed and remunerated by Société Générale London Branch.

HOLDING AND CONTROLLING COMPANY

The Company is a sub51d1ary of TH Investments (Hong Kong) 1 lelted mcorporated and reglstered in
Hong Kong.

The Company’s ultimate holding company, controlling party and parent of the smallest and largest group

_for which group accounts are prepared is Société Générale, which is incorporated in France. Copies of

the group accounts of Société Générale are available from the registered office at 29, Boulevard
Haussmann, 75009 Paris, France.

\
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1 _5‘. FINANCIAL INSTRUMENTS

" The management of risks in relation to financial instruments is an integral part of Société Générale’s
Group corporate culture. The risks encountered by the Company are managed on its behalf by Société
Générale. The Company has hedged its loan exposures by currency, rate and maturity. It therefore does
n'ot have any material sensitivity to any of these risks.

The main risks incurred in the Company’s activities are as- follows

i) Credit R1sk

The Company’s prmcrpal ﬁnanaal assets exposed to credit risk are ﬁnance lease receivables and other
receivables. The Company is exposed to credit risk to the extent that its customers may expenence

financial dlfﬁculty and would be unable to meet their obligations. '

To mitigate expoeure to credit risk the Group has a risk approval process that is based on five principles:-

All transactions giving rise to a counterparty risk must be authorised in advance. '

- o All requests for authorisations relating to a specific client or client group are handled by a
central operating division called the Risk Division. This division is designated, on a case-
by-case basis, to ensure a consistent approach .to risk management and the permanent
control of Société Générale’s potential exposure.

e Systemnatic recourse to internal risk ratings. These ratings are provided by the operating
divisions that are able to enter into financial exposure with a client and are validated by the
.Risk Division; they are included in all loan applications and are considered as part of the
decision process regarding the issue of a loan.

e  Responsibility for analysing and approving risk is delegated to specific credit risk units.

'} Risk assessment departments are fully :independent at each decision making level.

The Risk Division aims to mcrease Société Générale’s expertise by centralising the analysis of the quality
of Société Générale’s counterparties and the approval of exposure limits allocated to all locations and
busxness lines.> o

( The'maximum credit risk that the Company is exposed to, without taking into acconnt' any collateral held
or other credit enhancements, is the gross carrying amount of finance leases receivables and other
receivables. The gross carrying amounts are declared in the balance sheet and the notes to the accounts.

- The underlying assets financed under finance le‘ases are held as collateral and remain in the ownership '
of the Company. These assets can be potentially called upon as security. Thé Company has entered into
finance leasing arrangements in machinery and equipment. - ~

The Company is not aware of any material items that would affect the credit quality of its financial
assets. The Company has no financial assets whose carrying value would be impaired or considered to
be past due but for renegotiation of their terms.

The Company’s current credit risk gradingl‘framework has been disclosed in Note 1. . .

The table below details the credit quality of the Company’s ﬁnanc1al assets, as well as the maximum
exposure to credit risk by credit risk rating grades: '
External Internal Credit 12m or Gross
credit credit risk - Lifetime carrying Loss  Netcarrying

2019 Note rating rating category ECL amount - allowance amount
_— ' . . $ ' $ S
Finance lease receivables 7 A 3 Stage 1(a) 12mECL 4_17,9'86,515 (37,594) 417,948,921

(37,594

24
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FINANCIAL INSTRUMENTS (Continued)
i) Credit Risk (continued) .

(a) For ﬁnance lease recervables the Company has chosen not to apply the simplified. approach and
instead applies the general approach to its impairment model for the finance lease. The leases have been
classed as Stage 1 following an assessment of their credit risks and therefore a 12m loss allowance has
been recognised. The Company determines the expected credit losses on these assets by using an internal
calculator, estimated based on historical credit loss experience based on the past due status of the debtors,
adjusted as appropriate to reflect current conditions and estimates of future economic conditions.
Accordingly, the credit nsk proﬁle of these assets 1s presented based on their past due status in terms of
the provision matrix.

it) Market Risk: Interest Rate Risk and Sensitivity Analysis

As the principal business of the Company is lease financing it has a potential market risk exposure to
movements in interest rates. Société Générale’s policy is to concentrate interest rate risks within the
capital market activities. These are monitored and controlled by the Group using ‘Value at Risk’
assessment models.

Therefore the Company is constrained from entering into transactions where there is a significant interest
rate exposure. If a fixed rate lease or loan is entered into by the Company it must be financed.on an equal

. fixed rate basis with one of the dedicated market teams. As this effectively hedges any interest rate risk

exposure there is no sensitivity to interest rate movements in the Company’s accounts.

Where the fixing date is greater than one year, in the absence of an actively traded market, the fair value
is calculated by discounting future cash flow to present values based on a market rate yield curve.

.ii1) Currency Risk

The Company has limited exposure to foreign currency risk as all transactions are under taken in US
dollars with the exception of the taxation payments which are made in sterling. Where the company enters
into exposures- other than US dollars, then it will hedge these exposures with Société Générale and
translate those amounts at the spot rate prevailing at the end of the year. .

iv) Fair Values -

The mformatlon set out below provides information about how the Company determines fair values of
various financial assets and financial liabilities.

The hierarchy establishes three categories for valuing financial instruments, giving the highest priority
to unadjusted active markets for identical assets or liabilities and the lowest priority to unobservable
inputs. If the inputs used to measure an asset or a liability fall to different levels within the hierarchy, the
classification of the entire asset or liability will be based on the lowest level mput that is significant to
the overall fair value measurement of the asset or liability. :

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is
observable: . ,

e Level 1 fair vaiue measurements are those derived from quoted prices. in active markets for

~ identical assets or liabilities that the entity can access at the measurement date; '

e  Level 2 fair value measurements are those derived from 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, credit spreads or interest rates and yield curves observable
at commonly quoted intervals); and

e Level 3 fair value measurements are those derived from valuation techniques that include inputs
for the asset or liability that are not based on observable market data (unobservable inputs).
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- ‘
FINANCIAL INSTRUMENTS (Continued)
iv) F air Values (continued)

Unobservable inputs are used to measure fair value to the extent that relevant observable mputs are not

available, thereby allowing for situations in which there is little, if any, market activity for the asset or
liability at the measurement date. The Company develops unobservable inputs using the best information

-available in the circumstances, which would include the Company's own data, taking into account all

information about market participant assumptions that is reasonably available. .

Where the interest rate fixing date of loans, receivables and lease financing transactions are less than one
year they are considered to approximate their carrying value due to the short -term nature of these
instruments.

Where the fixing date i is greater than one year in the absence of an actively traded market, the fair value
is calculated by discounting future cash flow to present values based on a market rate yield curve. The
fair value hierarchy of these loans is classified as Level 2.

v) Liquidity Risk -

The principles and standards applicable to the management of liquidity risk are defined at Group level i
The Company is responsible for managing its own liquidity and for respecting any liquidity constraints
locally or those provided by the Asset Liability Management Department, a dedicated division that
manages liquidity in the Group overall.

The Company’s financial liabilities are primarily in the form of intercompany borrowings from Société
Générale’s treasury teams.

(a) Maturity analysis of financial liabilities
Less than 1 year ' ' 1 to S years '
31 December 31 December 31 December 31 December
2019 2018 ‘ 2019 2018
$ $ ‘ $ ' 3

- Financial liabilities
- Amounts owed to

group undertékingS . 45,628,172 46,452,163 305,734,317 © 335,566,984

Interest payable to ‘ B

group companies 3219906 -~ 3,762,983 - - -
48,848,078 A 50,215,146 305,734,317 335,566,984

The above being the undiscounted cash flow expected to be made.

(b) Financial assets and liabilities held at amortised cost

31 December 31 December

2019 .. 2018
- $ $
Financial assets 419,446,851 456,372,183
" Financial liabilities " 354,582,395 ' 385,782,130

It is Société Générale’s treasury teams ultimately manage the liquidity exposure of the Company.
The objective is to finance the Company’s activities at the best possible rates under normal
conditions and ensure it can meet its obligations in the event of a crisis. The Company’s interest
rate and maturity risks are mitigated by the mherent matching present in timing and amounts of the
assets and liabilities. |

T T s s e e
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FINANCIAL INSTRUMENTS (Continued)

~

vi) Concentration Risk

Although the Company’s assets are concentrated by geography, type of client and economic sector this
is mitigated by its ‘membership of the Société Generale group, which through its other subsidiaries,
achieves su1table diversification. : :

vii) Capital Management Policies and Procedures
! ;

The Company’s capital management objectives are:

e to ensure the Company’s ébility to continue as a going concern; and
e to provide an adequate return to shareholders.

The Company manages the capital structure and makes adjustments to it in the light of changes in
economic conditions and the risk characteristics of the underlying assets. In order to maintain or adjust
capital structure, the Company may adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares, or sell assets to reduce debt. : ’

Capital structure °
31 December 31 December |

2019 - 2018
s 3
Share capital 104 04 O
Retained earnings 2,243,695 3,868,494
. Total capital 2243799 3,868,598

\

POST BALANCE SHEET EVENT

. Subsequent to-the year-end, the World Health Organization declared the outbreak of a novel éoronavirus

(COVID-19) as a pandemic, which continues to spread throughout the world. As.at the date of this report,

the COVID-19 outbreak is resulting in governments around the world, including the UK, putting

restrictions in place regarding the movement of people, leading to widespread disruption and significant
market volatility. This has impacted the global financial markets severely. In response, the Company
has activated its Business Continuity Planning strategies to safeguard the wellbeing of its employees, the
continuation of its operations and the support of its clients. The full extent of how these conditions will
impact the Company are not yet known as there is uncertainty around the duration and severity.

’




