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DISPOSAL OF ZMK TECHNOLOGIES GMBH - GRANT OF WAIVER

The board of directors (the “Board”) of the Company refers to its announcements dated 5 June
2020 and 29 June 2020 in relation to the proposed disposal of ZMK Technologies GmbH
(“ZMK?™) (the “Proposed Disposal”).

Unless otherwise defined, all capitalised terms used in this announcement shall have the same
meaning ascribed to them in the announcement dated 5 June 2020 (the “Announcement”).

Under Chapter 10 of the Listing Manual, where any of the relative figures in Rule 1006 exceeds
20%, the transaction will be considered a “major transaction” and must be made conditional upon
approval by shareholders in a general meeting. Based on the calculations of the Company in
paragraph 7 of the Announcement, as the relative figure in Rule 1006(c) exceeds 20%, the
Proposed Disposal will trigger the shareholders’ approval requirement under Rule 1014(2).

As announced previously, the Company had submitted an application to the SGX-ST to seek a
waiver from the requirement under Rule 1014(2) of the Listing Manual of having to obtain
shareholders’ approval for the Proposed Disposal (the “Waiver”).

The Board wishes to announce that the Company has on 9 July 2020 received notice from the
SGX-ST that the SGX-ST has no objections to granting the Waiver, subject to the following (the
“Waiver Conditions”):

(1) the Company announcing the Waiver granted, the reasons for seeking the Waiver, the
conditions as required under Mainboard Listing Rule 107 and if the Waiver conditions
have been satisfied. If the Waiver conditions have not been met on the date of the
announcement, the Company must make an update announcement when the conditions
have all been met; and

(i) submission of a written confirmation from the Company’s Board that its members are of
the unanimous view that the Proposed Disposal does not change the risk profile of the
Group and is not prejudicial to the interests of the Company and its shareholders.

The Company’s reasons for seeking the Waiver are as follows:

Q) It is in the best interests of the Company to undertake and complete the Proposed
Disposal as soon as possible. The Proposed Disposal presents an opportunity for the
Group to divest a loss-making business for valuable consideration. ZMK was acquired
by the Group in November 2015 and has been making increasing losses from 2016 to
2018 due to prolonged operational issues. Although ZMK made a slight profit of
S$291,000 in 2019, such profit was attributable to a one-off service income from a non-
recurring project involving the overhaul of a customer’s plant. ZMK would have been in
a net loss position without this one-off project.

(i) It is in the best interests of the Group to recover the loans owing by ZMK to the Group
and to relieve the Company of the obligations under the bankers’ guarantees issued by
the Company on behalf of ZMK under the Company’s own bank facilities. The Group
has been supporting ZMK'’s operations with loans throughout the years and the current
outstanding loans amount to €6,275,946. In addition, the Company had used its bank
facilities to issue bankers’ guarantees amounting to €1,247,913 on behalf of ZMK.



(iii)

(iv)

(v)

Due to the nature of ZMK’s operations, its projects require large amounts of cashflow
and bankers’ guarantees support. ZMK will continue to require a significant amount of
cashflow and banker’s guarantee support, amounting to the millions, in order to sustain
its operations. The Proposed Disposal will allow the Group to recover the loans owing
by ZMK to the Group and pass on its banker’s guarantee obligations to the Purchaser.
Furthermore, the Group can channel its financial and capital resources to its other
existing businesses which have a better potential to perform than ZMK.

There will be no material change in the risk profile of the Group as a result of the
Proposed Disposal and the existing business of the Group is not affected. The Board is
of the opinion that the Proposed Disposal will not result in a material change in the
Group’s risk profile and will not affect the nature of its main business. After the Proposed
Disposal, the Group will continue to have three key business segments, namely (i)
analyser, (ii) system solutions and (iii) valve/plant solutions. Prior to the acquisition of
ZMK in 2015, the Group’s valve/plant solutions segment, which was profitable, was
solely trading in nature. Although ZMK added manufacturing capability and revenue to
the Group, the net losses contributed by ZMK have had a negative impact on the Group’s
overall results for the past few years. Furthermore, the analyser business and the system
solutions business contribute the majority of the gross profit of the Group. After
disposing of ZMK, the Group’s valve/plant solutions business will refocus on the trading
aspect. In this regard, the Group could continue to sell values manufactured by other
valve manufacturers or suppliers and may be able to continue selling valves
manufactured by ZMK if ZMK decides to appoint the Group as its distributor.

ZMK is not critical to the principal business activity of the Company. It is ancillary to
the principal business activity of the Company as the Group was never in the business of
valve design and manufacturing before the investment in ZMK and has since wasted a
lot of management and financial resources in supporting ZMK’s yearly losses. As at 31
December 2019, ZMK has net liabilities of S$4,601,000 whereas the Group has net assets
of S$54,626,000.

The Proposed Disposal gives rise to a gain on disposal of approximately S$5,947,800
which allows the Company to improve its financial position. The Board is of the view
that the Proposed Disposal will have a positive financial impact on the Group.

As required by the SGX-ST’s Waiver Conditions, the Board confirms that its members are of the
unanimous view that the Proposed Disposal does not change the risk profile of the Group and is
not prejudicial to the interests of the Company and its shareholders.

The Company confirms that it is not and will not be in contravention of any laws and regulations
governing the Company and the constitution of the Company arising from the Waiver.

Following this announcement, the Company confirms that the Waiver Conditions have been
satisfied.

As the SGX-ST has granted the Waiver, the Company will not be convening an extraordinary
general meeting to seek shareholders’ approval for the Proposed Disposal.

BY ORDER OF THE BOARD
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