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DEFINITIONS

For the purpose of this Circular, except where the context otherwise requires, the following definitions
shall apply throughout:
DEFINITIONS
Companies within the Enlarged Group

“Company” : Koh Brothers Eco Engineering Limited

“Enlarged Group” : The enlarged group comprising the Group and the Target, assuming
Completion

“Group” : The Company and its subsidiaries from time to time

“Target” : Koh Brothers Building & Civil Engineering Contractor (Pte.) Ltd., a
wholly owned subsidiary of the Vendor

Other Companies, Organisations and Agencies

“BCA” : Building and Construction Authority

“CDP” : The Central Depository (Pte) Limited

“CPF” : Central Provident Fund

“EAR Group” : Has the meaning ascribed thereto in Section 4.1 of this Circular

“HDB” : Housing and Development Board

“IFA” or “Independent
Financial Adviser”

: Asian Corporate Advisors Pte. Ltd., the independent financial adviser
to the Non-Interested Directors in respect of the Proposed
Transactions

“Independent
Shareholders”

: The Shareholders other than KBG and its Associates

“KBG” : Koh Brothers Group Limited

“KBG Group” : KBG and its subsidiaries

“LTA” : Land Transport Authority of Singapore

“MOM” : The Ministry of Manpower of Singapore

“PUB” : Public Utilities Board

“SGX-ST” : Singapore Exchange Securities Trading Limited

“SIC” : The Securities Industry Council of Singapore

“Sponsor” : The continuing sponsor of the Company, Stamford Corporate
Services Pte. Ltd.

“URA” : Urban Redevelopment Authority of Singapore
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“Vendor” : Construction Consortium Pte. Ltd., a wholly owned subsidiary of KBG

General

“1H2015” : The six (6) month period ended 30 June 2015

“2014 EGM” : The extraordinary general meeting of the Company held on 29 April
2014, at which Shareholders approved, inter alia, the Existing IPT
Mandate

“2015 EGM” : The extraordinary general meeting of the Company held on 29 April
2015, at which Shareholders approved, inter alia, the Existing IPT
Mandate

“Announcement” : The announcement of the Proposed Acquisition dated 7 January 2016

“Approved Independent
Sources”

: Has the meaning ascribed to it in Section 4.3.4(A)(b) of this Circular

“Associate” : (a) In relation to any director, chief executive officer, substantial
shareholder or Controlling Shareholder (being an individual)
means:

(i) his immediate family (that is, the person’s spouse,
child, adopted child, step-child, sibling and parent);

(ii) the trustees of any trust of which he or his immediate
family is a beneficiary or, in the case of a discretionary
trust, is a discretionary object; or

(iii) any company in which he and his immediate family
together (directly or indirectly) have an interest of
30.0% or more; and

(b) in relation to a Substantial Shareholder or a Controlling
Shareholder (being a company), means any other company
which is its subsidiary or holding company or a subsidiary of
such holding company or company in which it and/or they,
taken together (directly or indirectly) have an interest of 30.0%
or more

“Audit and Risk
Committee”

: The audit and risk committee of the Company, comprising Mr. Koh
Choon Leng, Mr. Koh Keng Siang and Mr. Tan Hwa Peng as at the
Latest Practicable Date

“Board” : The board of Directors of the Company as at the Latest Practicable
Date

“Catalist” : The Catalist board of the SGX-ST, being the sponsor-supervised
listing platform of the SGX-ST
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“Catalist Rules” : The Listing Manual of the SGX-ST, Section B: Rules of Catalist, as
may be amended, modified or supplemented from time to time

“Circular” : This circular to Shareholders dated 12 April 2016

“Code” : The Singapore Code on Take-overs and Mergers

“Companies Act” : The Companies Act (Chapter 50) of Singapore as amended, modified
or supplemented from time to time

“Completion” : The completion of the Proposed Acquisition in accordance with the
terms and conditions set out in the Sale and Purchase Agreement

“Completion Date” : The date of Completion

“Consideration” : Has the meaning ascribed thereto in Section 2.1.4(B) of this Circular

“Consideration Shares” : Has the meaning ascribed thereto in Section 2.1.4(B) of this Circular

“Constitution” : The constitution of the Company, as amended or modified from time
to time

“Controlling
Shareholder”

: A person who (a) holds directly or indirectly 15.0% or more of all
voting shares in a company (unless otherwise determined by the
SGX-ST); or (b) in fact exercises control over a company

“Director” : A director of the Company as at the Latest Practicable Date

"EGM" : The extraordinary general meeting of the Company to be convened
and held on 27 April 2016 at 11 a.m. (or immediately following the
conclusion of the annual general meeting of the Company to be held
on the same day) at Oxford Hotel, 218 Queen Street, Singapore
188549, notice of which is set out on pages N-1 to N-4 of this Circular

“Enlarged Share
Capital”

: The enlarged share capital of the Company comprising 747,554,207
Shares (excluding treasury shares), assuming Completion

“EPC” : Engineering, procurement and construction

“EPS” : Earnings per Share

“Existing IPT Mandate” : General mandate first given by Shareholders on 8 February 2013
pursuant to Chapter 9 of the Catalist Rules permitting members of the
EAR Group to enter into Interested Person Transactions with the
Mandated Interested Persons, and subsequently renewed at the 2014
EGM and the 2015 EGM

“Existing Share Capital” : The existing share capital of the Company comprising 378,408,576
Shares (excluding treasury shares) as at the Latest Practicable Date

“FY” : A financial year ended or ending 31 December, as the case may be
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“IFA Letter” : The letter dated 12 April 2016 issued by the IFA to the Non-Interested
Directors containing the advice of the IFA in respect of the Proposed
Transactions, as reproduced in Appendix A to this Circular

“Interested Person
Transactions”

: Has the meaning ascribed thereto in Section 4.1 of this Circular

“Issue Price” : S$0.0515

“Latest Practicable
Date”

: 28 March 2016, being the latest practicable date prior to the printing
of this Circular

“Mandated Interested
Persons”

: Has the meaning ascribed thereto in Section 4.1 of this Circular

“Material Adverse
Change”

: Any material adverse change in the financial condition or results of
operation of the Target or the Company (as the case may be) which
has caused or is reasonably likely to cause the net asset value of the
Target or the Company (as the case may be) to decrease by more
than 10.0% from that set forth in the management accounts of the
Target or the Company for 1H2015

“Market Day” : A day on which the SGX-ST is open for trading of securities
“NAV” : Net asset value

“New Interested Person
Transactions”

: Categories of Interested Person Transactions which will be covered
by the New IPT Mandate

“New IPT Mandate” : Has the meaning ascribed thereto in Section 4.3 of this Circular

“Non-Interested
Directors”

: Directors who are deemed non-interested for the purposes of the
Proposed Transactions, being Mr. Koh Choon Leng and Mr. Tan Hwa
Peng

“Notice of EGM” : The notice of the EGM which is set out on pages N-1 to N-4 of this
Circular

“NTA” : Net tangible assets

“Proposed Acquisition” : The proposed acquisition by the Company of the entire issued and
paid-up share capital of the Target in accordance with the terms and
conditions set out in the Sale and Purchase Agreement

“Proposed
Transactions”

: The Proposed Acquisition, the Proposed Whitewash Resolution and
the New IPT Mandate collectively

“Proposed Whitewash
Resolution”

: The proposed resolution to be approved by a majority of the
Independent Shareholders by way of poll to waive their rights to
receive a mandatory general offer from KBG for all the Shares in
issue not already owned, controlled, or agreed to be acquired by KBG
and its concert parties following Completion

“Proxy Form” : Has the meaning ascribed thereto in Section 11 of this Circular
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“Referral Warrants” : Has the meaning ascribed thereto in Section 2.1.1(A) of this Circular

“Register of Members” : Register of members of the Company

“Resolutions” : The ordinary resolutions set out in the Notice of EGM

“Sale and Purchase
Agreement”

: The conditional sale and purchase agreement dated 7 January 2016
between the Company and the Vendor in relation to the Proposed
Acquisition

“Sale Shares” : The 19,000,000 ordinary shares representing the entire issued and
paid-up share capital of the Target

“Securities Account” : A securities account maintained by a Depositor with CDP but does
not include a securities sub-account maintained with a Depository
Agent

“SFA” : Securities and Futures Act (Chapter 289) of Singapore, as may be
amended, modified or supplemented from time to time

“SGXNET” : The system maintained by the SGX-ST for announcements by listed
companies

“Share” : An ordinary share in the capital of the Company, and “Shares” shall
be construed accordingly

“Shareholders” : Registered holders of Shares, except where the registered holder is
CDP, in which case the term “Shareholders” shall in relation to such
Shares mean the Depositors whose Securities Accounts maintained
with CDP are credited with Shares

“Substantial
Shareholder”

: A person (including a corporation) who has an interest in not less than
5.0% of the issued shares of a company

“Target Securities” : Any performance bond, insurance, guarantee, indemnity, letters of
comfort and other forms of financial instrument or security in support
of the contractual and financial obligations of the Target with third
parties

“Vendor Securities” : Target Securities as may be necessary to replace and procure the
release and discharge of such Target Securities as given by the
Vendor or its related corporations (including KBG) to secure
performance of the Target’s obligations to such third parties pursuant
to the Target Securities

“VWAP” : Volume weighted average price of the Shares

“Warrants” : Has the meaning ascribed thereto in Section 2.1.1(A) of this Circular

“Whitewash Waiver” : Has the meaning ascribed thereto in Section 3.2 of this Circular



8

DEFINITIONS

Currencies and Units of Measurements

“%” : Per cent or percentage

“S$” and “cents” : Singapore dollars and cents, respectively

The terms “acting in concert” and “concert parties” shall have the meanings ascribed to them in the
Code.

The terms “Depositor”, “Depository Agent” and “Depository Register” shall have the respective
meanings ascribed to them in Section 81SF of the SFA.

The terms “subsidiary” and “related corporations” shall have the meanings ascribed to them
respectively in the Companies Act.

Words importing the singular shall, where applicable, include the plural and vice versa and words
importing the masculine gender shall, where applicable, include the feminine and neuter genders.
References to persons shall include corporations.

The headings in this Circular are inserted for convenience only and shall be ignored in construing this
Circular.

Any reference in this Circular to “Rule” or “Chapter” is a reference to the relevant rule or chapter in
the Catalist Rules.

Any reference in this Circular to any enactment is a reference to that enactment as for the time being
amended or re-enacted. Any word defined under the Companies Act, the SFA, the Code and the
Catalist Rules or any modification thereof and used in this Circular shall have the meaning assigned
to it under the Companies Act, the SFA, the Code and the Catalist Rules or any statutory modification
thereof, as the case may be.

Any reference to any agreement or document shall include such agreement or document as amended,
modified, varied, novated, supplemented or replaced from time to time.

Any reference in this Circular to Shares being allotted to a person includes allotment to CDP for the
account of that Depositor.

Any reference to a time of day and date in this Circular shall be a reference to Singapore time and
date, unless otherwise stated.

Any discrepancies in tables included in this Circular between the listed amounts and the totals are due
to rounding; accordingly, the figures shown as totals in certain tables may not be an aggregation of
the figures that precede them.
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CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS

Certain statements contained in this Circular, which are not statements of historical fact, constitute
"forward-looking statements". Some of these statements can be identified by forward-looking terms
such as "expect", "believe", "plan", "intend", "estimate", "anticipate", "may", "will", "would", "could" or
similar words. However these words are not the exclusive means of identifying forward-looking
statements. All statements regarding the Group’s or the Enlarged Group’s expected financial position,
business strategy, plans and prospects are forward-looking statements and accordingly involve known
and unknown risks, uncertainties and other factors that may cause the Group’s or the Enlarged
Group’s actual results, performance and achievements to be materially different from any future
results, performance or achievements expressed or implied by such forward-looking statements.

Given the risks and uncertainties which may cause the Group’s or the Enlarged Group’s actual future
results, performance or achievements to be materially different from those expected, expressed or
implied by forward-looking statements in this Circular, undue reliance must not be placed on those
statements. The Company does not represent or warrant that the Group’s or the Enlarged Group’s
actual future results, performance or achievements will be as discussed in those statements. Further,
the Company disclaims any responsibility, and undertakes no obligation to update or revise any
forward-looking statements contained in this Circular to reflect any change in the Group’s or the
Enlarged Group’s expectations with respect to such statements after the Latest Practicable Date or to
reflect any change in events, conditions or circumstances on which the Company based any such
statements subject to compliance with all applicable laws and regulations and/or the rules of the SGX-
ST and/or any regulatory or supervisory body or agency.
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LETTER TO SHAREHOLDERS

KOH BROTHERS ECO ENGINEERING LIMITED
(Incorporated in Singapore)

(Unique Entity Number: 197500111H)

Directors: Registered Office:

Mr. Koh Keng Siang (Non-Executive Chairman)
Mr. Koh Choon Leng (Independent Director)
Mr. Tan Hwa Peng (Independent Director)
Mr. Tan Liang Seng (Non-Executive and Non-Independent Director)

11 Lorong Pendek
Koh Brothers Building
Singapore 348639

12 April 2016
LETTER TO SHAREHOLDERS
To: The Shareholders of Koh Brothers Eco Engineering Limited

Dear Sir / Madam,

(1) THE PROPOSED ACQUISITION OF THE ENTIRE ISSUED AND PAID-UP SHARE
CAPITAL OF KOH BROTHERS BUILDING & CIVIL ENGINEERING CONTRACTOR (PTE.)
LTD. WHICH CONSTITUTES A MAJOR TRANSACTION AND AN INTERESTED PERSON
TRANSACTION UNDER THE CATALIST RULES;

(2) THE PROPOSED ALLOTMENT AND ISSUE OF 369,145,631 NEW ORDINARY SHARES
IN THE CAPITAL OF THE COMPANY AT THE ISSUE PRICE OF S$0.0515;

(3) THE PROPOSED WHITEWASH RESOLUTION BY THE INDEPENDENT SHAREHOLDERS
FOR THE WAIVER OF THEIR RIGHTS TO RECEIVE A MANDATORY GENERAL OFFER
FROM KBG AND ITS CONCERT PARTIES; AND

(4) THE PROPOSED ADOPTION OF THE NEW IPT MANDATE

1. INTRODUCTION

1.1. Background

1.1.1. The Proposed Acquisition

On 7 January 2016, the Company announced that it had entered into the Sale and Purchase
Agreement dated 7 January 2016 with the Vendor in relation to the Proposed Acquisition,
pursuant to which the Company will acquire an aggregate of 19,000,000 ordinary shares
representing the entire issued and paid-up share capital of the Target from the Vendor, upon
the terms and conditions of the Sale and Purchase Agreement.

KBG is the ultimate parent company of the Company, the Vendor and the Target. As at the
Latest Practicable Date: (a) KBG holds approximately 41.0% of the Shares in the Company
and is the Company’s single largest shareholder; (b) the Vendor is a wholly owned subsidiary
of KBG; and (c) the Target is a wholly owned subsidiary of the Vendor.

In accordance with the Sale and Purchase Agreement, the consideration for the Proposed
Acquisition of S$19,011,000 shall be satisfied in full by the allotment and issuance of
369,145,631 Consideration Shares to the Vendor (and/or its designated nominees) at the
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Issue Price upon Completion.

The Vendor shall irrevocably renounce its right to receive the Consideration Shares in favour
of KBG as it may deem fit on the Completion Date.

The Proposed Acquisition constitutes:

(a) a major transaction as defined under Rule 1014 of the Catalist Rules as the relative
figures under Rule 1006(c) and Rule 1006(d) of the Catalist Rules exceed 75.0% but
are less than 100.0%; and

(b) an interested person transaction as defined under Chapter 9 of the Catalist Rules as
(i) the Vendor is an "interested person" for the purposes of Chapter 9 of the Catalist
Rules as it is an Associate of KBG which is a Controlling Shareholder of the Company
and (ii) the value of the Proposed Acquisition exceeds 5.0% of the latest audited NTA
of the Group pursuant to Rule 906 of the Catalist Rules.

Accordingly, the Company will be seeking the approval of the Shareholders for the Proposed
Acquisition and the issue of Consideration Shares at the EGM. Following the completion of
the Proposed Acquisition, the Target will become a wholly owned subsidiary of the Company.

1.1.2. The Proposed Whitewash Resolution

Upon the allotment and issuance of the Consideration Shares on Completion, KBG will incur
an obligation to make a mandatory general offer for the Shares under Rule 14 of the Code
unless such obligation is waived by the SIC. The Whitewash Waiver was obtained by KBG
from the SIC on 1 February 2016 and is subject to, among other things, the Proposed
Whitewash Resolution being approved by the Independent Shareholders at the EGM.
Accordingly, the Company is seeking the approval of the Independent Shareholders for the
Proposed Whitewash Resolution.

1.1.3 The New IPT Mandate

As at the Latest Practicable Date, the Target has existing contracts with KBG and its
Associates (being the Mandated Interested Persons) in the ordinary course of business.

Following the Proposed Acquisition, the Mandated Interested Persons will become interested
persons of the Enlarged Group as defined under Chapter 9 of the Catalist Rules. Accordingly,
the performance of the obligations under the existing contracts and the entry into any
subsequent contracts between the Enlarged Group and the Mandated Interested Persons will
constitute interested person transactions under Chapter 9 of the Catalist Rules. Further
details of the New Interested Person Transactions and the New IPT Mandate are set out in
Section 4 of this Circular.

Accordingly, the Company will be seeking the approval of the Shareholders for the adoption of
the New IPT Mandate at the EGM.

1.1.4 Opinion of the Independent Financial Adviser

The IFA has been appointed to advise the Non-Interested Directors on (a) whether the
Proposed Acquisition is on normal commercial terms and whether it is prejudicial to the
interests of the Company and its minority Shareholders, (b) whether the terms of the
Proposed Acquisition, being the subject of the Proposed Whitewash Resolution, are on
balance fair, reasonable and not prejudicial to the interests of the Independent Shareholders
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and (c) whether the methods or procedures for determining transaction prices in respect of
the New IPT Mandate are sufficient to ensure that the transactions will be carried out on
normal commercial terms and will not be prejudicial to the interests of the Company and its
minority Shareholders. The IFA Letter is set out in Appendix A of this Circular.

1.2. Purpose of this Circular

The purpose of this Circular is to provide Shareholders with all necessary information relating
to the Proposed Transactions, and to seek Shareholders’ approval for the same at the EGM.

Approval for the Proposed Acquisition, the allotment and issue of the Consideration Shares,
the Proposed Whitewash Resolution and the New IPT Mandate will be sought by way of
ordinary resolutions at the EGM.

This Circular has been prepared solely for the purposes outlined above and may not be
relied upon by any persons (other than the Shareholder to whom this Circular is
despatched to by the Company) or for any other purpose.

1.3. Conditionality of Resolutions

Shareholders should note that ALL the Resolutions are conditional on the Resolution to adopt
the New IPT Mandate being approved. Shareholders should further note that, save for the
Resolution to adopt the New IPT Mandate, all other Resolutions are also inter-conditional on
each other. This means that if any of these Resolutions is not approved, the other
Resolutions, save for the Resolution to adopt the New IPT Mandate, will not be passed.

1.4. The Sponsor and the SGX-ST

The Sponsor and the SGX-ST assume no responsibility for the contents of this Circular
including the correctness of any of the statements made or opinions expressed or reports
contained in this Circular. If a Shareholder is in any doubt as to the action he should take, he
should consult his stockbroker, bank manager, solicitor, accountant or other professional
adviser(s) immediately.

2. THE PROPOSED ACQUISITION

2.1. Information about the Proposed Acquisition

Subject to the terms and conditions of the Sale and Purchase Agreement, the Company has
agreed to purchase, and the Vendor has agreed to sell, the Sale Shares, free from any
charge, pledge, lien or other encumbrances, and together with all rights, benefits and
entitlements attaching thereto, for an aggregate consideration of S$19,011,000.

The Company shall not be obliged to complete the purchase of any of the Sale Shares unless
the purchase of all the Sale Shares is completed simultaneously.

2.1.1. Information on KBG and the Target

The information presented herein and in other sections of this Circular relating to information
on KBG is based on information provided by KBG.
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(A) Information on KBG

KBG is listed on the Main Board of the SGX-ST. The core businesses of the KBG
Group are broadly categorised as follows:

(a) Construction and Building Materials

(i) Construction – the Construction division provides a wide and diverse
range of integrated construction services, ranging from design and
build to civil works to general construction for residential, commercial
and institutional buildings as well as infrastructural works. The
business of the Construction division is conducted solely through the
Target, as set out in Section 2.1.1(B) below, and the Group.

(ii) Building Materials – the Building Materials division is a supplier of a
range of building materials for building and infrastructure projects.
The KBG Group manufactures and supplies ready-mixed concrete as
well as pre-cast concrete products such as facades, household
shelters, columns and planks. The KBG Group also provides rental
services of equipment, including concrete pumps, to its clients.

(b) Real Estate – the Real Estate division has developed many quality residential
and commercial property developments, some of which have specialised
themes. The KBG Group is also engaged in property investment and
provides property management services.

(c) Leisure and Hospitality – the KBG Group owns and operates a hotel, namely
Oxford Hotel which has more than 130 hotel rooms and is located in
Singapore’s central business district area.

As stated in the joint announcement by KBG and the Company dated 7 January 2016,
KBG previously held 165,000,000 free detachable, non-transferable and non-listed
warrants, each carrying the right to subscribe for a new Share at an exercise price of
S$0.053 per Share (the “Warrants”). These Warrants were issued together with
40,000,000 non-transferable and non-listed warrants, each carrying the right to
subscribe for a new Share at an exercise price of S$0.0048 per Share (the “Referral
Warrants”), to Lee Thiam Seng. As the Warrants and Referral Warrants were
exercisable only until 28 February 2016, they have since expired.

(B) Information on the Target

The Target is a private company limited by shares incorporated in Singapore on 8
December 1977. As at the Latest Practicable Date, the Target is wholly owned by the
Vendor and has a total issued and paid-up share capital of S$19,000,000 comprising
19,000,000 ordinary shares.

As at the Latest Practicable Date, the Target is engaged in the business of building
and civil engineering construction, ranging from design and build to general
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construction for residential, commercial and institutional buildings, as well as
infrastructure works. The Target acts as the main contractor for construction projects
in both the public and private sectors in Singapore.

Both the audited NAV and NTA of the Target as at 31 December 2015 were
approximately S$19,096,000 and the audited net profit after tax of the Target for
FY2015 was approximately S$608,000.

A valuation was commissioned by the Company to assess the fair market value of the
assets (only) of the Target which comprise heavy construction machinery and
equipment, land and a factory building. The valuers appointed, Asian Appraisal
Company Pte Ltd, adopted the depreciated replacement cost method in assessing
the value of the machinery and equipment and the market comparable method in
assessing the value of the land and factory building. The value of the assets of the
Target was determined to be S$23,316,000 as at 31 December 2015. The valuation
report by Asian Appraisal Company Pte Ltd is set out in Appendix B of this Circular.

Operating Track Record

The Target has been registered with the BCA with A1 ratings under the CW01
(General Building) and CW02 (Civil Engineering) categories, for more than 15 years.
The A1 rating is currently the highest grade for contractors’ registration in such
categories and enables the Target to tender for public sector construction projects in
Singapore of unlimited project value.

The Target’s clients include government agencies such as the LTA, PUB, HDB and
the URA.

As part of its business operations, the Target periodically enters into joint ventures
with other parties.

Significant construction projects completed by the Target up to the Latest Practicable
Date include:

the construction of a used water lift station at PUB’s Jurong Water Reclamation
Plant;

the Marina Barrage;

the Downtown Line 1 Bugis mass rapid transit station and its associated
tunnels;

the 2.4-kilometre Punggol Waterway, which is part of a larger HDB project to
make Punggol a vibrant people-centric heartland;

the Changi Water Treatment Plant, a covered sewage treatment plant;

the Geylang River Makeover Project spearheaded by PUB; and

the development of a retention pond at Changi Airport.

Significant ongoing construction projects being undertaken by the Target as at the
Latest Practicable Date include:

the S$1.12 billion joint venture project for development works to effect three-
runway operations at Changi Airport, for which the Target has a 30.0% interest;
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the construction of a new executive condominium development at Westwood
Avenue, Jurong West;

the upgrading of a section of the Kallang River between Bishan and Braddell
Road, as part of PUB’s Active, Beautiful, Clean Waters project;

the improvement works at the Bukit Timah First Diversion Canal, also as part of
PUB’s Active, Beautiful, Clean Waters project; and

the construction of a public housing project in Yishun which will comprise a total
of 696 residential units.

2.1.2. Information on the Vendor

The information presented herein and in other sections of this Circular relating to information
on the Vendor is based on information provided by the Vendor.

The Vendor is a private company limited by shares incorporated in Singapore on 22 January
2005. As at the Latest Practicable Date, the Vendor is wholly owned by KBG and has a total
issued and paid-up share capital of S$40,215,660 comprising 40,215,660 ordinary shares.
The Vendor is an investment holding company.

2.1.3. Rationale for the Proposed Acquisition

The Board is of the view that undertaking the Proposed Acquisition would be in the interests
of the Company as the consolidation of the building construction and civil engineering
capabilities of the Target with the EPC capabilities of the Group would enable the Target and
the Group to leverage on each other’s strength and expertise to enhance the operational
efficiency between them for greater synergy and cost savings.

The Proposed Acquisition would enable the Group to leverage on the synergies resulting from
combining the Target’s construction business under the Company and create a better
platform to grow its construction business, including the further exploration of opportunities in
water and wastewater treatment and hydro-engineering.

In addition, the Board is of the view that the Proposed Acquisition will also give investors the
opportunity to assess the value of the Enlarged Group, taking into consideration factors
unique to the Enlarged Group, such as its business model and operations, performance, any
synergies and cost savings, risk profile, strategies and future plans.

2.1.4. Principal terms of the Proposed Acquisition

(A) Sale Shares

The Sale Shares will be acquired by the Company free from all encumbrances or
third party interests together with all rights and benefits of any nature attached thereto
as at the Completion Date and thereafter attaching thereto, including but not limited to
all dividends or distributions which may be paid, declared or made in respect thereof
at any time on or after the Completion Date. Under the Sale and Purchase
Agreement, the Company acknowledges and agrees with the Vendor that the Target
may, prior to Completion, declare and pay dividends of an amount not exceeding
S$1.0 million to the Vendor in respect of the six (6) months ended 31 December 2015
(or such other period commencing after 30 June 2015 and ending prior to the
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Completion Date as may be determined by the Target).

(B) Consideration

In accordance with the Sale and Purchase Agreement, the consideration for the
Sales Shares is S$19,011,000 (the “Consideration”) which shall be satisfied in full by
the allotment and issuance of 369,145,631 new Shares by the Company to the
Vendor (and/or its designated nominees) at the Issue Price (the “Consideration
Shares”) upon Completion.

The Vendor shall irrevocably renounce its right to receive the Consideration Shares in
favour of KBG or such other party in the KBG Group as it may deem fit on the
Completion Date.

The Company intends to seek the specific approval of Shareholders for the allotment
and issue of the Consideration Shares at the EGM in accordance with Rules 805(1)
of the Catalist Rules and Section 161 of the Companies Act.

The Consideration Shares, when allotted and issued, shall be credited as fully-paid
Shares free from any and all encumbrances and shall rank pari passu in all respects
with and carry all rights similar to the Shares in issue as at the Completion Date,
except that they will not rank for any dividend, right, allotment or other distributions,
the record date for which falls on or before the date of issue of the Consideration
Shares.

The Issue Price represents the VWAP of S$0.0515 for each Share for trades done on
the SGX-ST for the six (6) month period prior to and including 5 January 2016, being
the last market day immediately preceding the date of the Sale and Purchase
Agreement on which the Shares were traded on the Catalist.

The Consideration was determined taking into consideration:

(a) the unaudited NAV and NTA of the Target as at 30 June 2015;

(b) the operating track record of the Target; and

(c) the rationale for the Proposed Acquisition as set out in Section 2.1.3 above.

The Consideration Shares represent approximately 97.6% of the Existing Share
Capital.

The Consideration Shares represent approximately 49.4% of the Enlarged Share
Capital of the Company immediately upon Completion.

(C) Conditions Precedent

Completion is conditional upon, among other things, the following conditions having
been fulfilled or waived in accordance with the terms of the Sale and Purchase
Agreement:
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(a) the completion of a due diligence exercise by the Company and/or its
appointed advisers on the Target, and the results of such due diligence being
satisfactory in the reasonable opinion of the Company (the “Due Diligence
Information”);

(b) the approval of the Independent Shareholders being obtained at the EGM for
the Proposed Acquisition and all transactions contemplated under the Sale
and Purchase Agreement, including:

(i) the allotment and issuance of the Consideration Shares; and

(ii) the Proposed Whitewash Resolution;

(c) the allotment and issuance of the Consideration Shares not being prohibited
by any statute, order, rule or regulation promulgated by any legislative,
executive or regulatory body or authority in Singapore or in any other
jurisdiction;

(d) there being no Material Adverse Change or events, acts or omissions
reasonably likely to lead to a Material Adverse Change in relation to the
Target or the Company (as the case may be);

(e) the Sale Shares being held by the Vendor as at the Completion Date;

(f) the receipt of the Whitewash Waiver from the SIC in favour of the Vendor,
KBG and parties acting in concert with them in respect of their obligation to
make a mandatory general offer for the Shares under Rule 14 of the Code as
a result of the allotment and issue to the Vendor (and/or its designated
nominees, including KBG) of the Consideration Shares, and where such
waiver is granted subject to any conditions, such conditions being acceptable
to the Vendor (and/or its designated nominees) and KBG;

(g) the ruling obtained from the SGX-ST on 15 October 2015 (that the Proposed
Acquisition does not constitute a proposal for restructuring or spin-off falling
within the ambit of the SGX-ST’s Regulator’s Columns issued on 3 February
2010 and 24 February 2011 (which set out the requirements and
considerations for restructuring and spin-off proposals by companies listed on
the SGX-ST) or a chain listing falling within Rule 210(6) of the Listing Manual)
not being revoked, repealed or amended and being in full force and effect as
at the Completion Date;

(h) save as disclosed in the disclosure letter from the Vendor to the Company
and the Due Diligence Information, each of the representations, warranties
and undertakings of the Company and the Vendor remaining true and correct
in all material respects at all times from signing of the Sale and Purchase
Agreement until (and including) the Completion Date;

(i) the receipt of all necessary approvals, consents and waivers from the SGX-
ST and/or the Sponsor required to complete the Sale and Purchase
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Agreement and all transactions contemplated therein, including (i) approval
for the circular to be issued by the Company in relation to the Proposed
Acquisition, and (ii) the receipt of the listing and quotation notice in respect of
the listing and quotation of the Consideration Shares on Catalist being
obtained. If such approvals, consents and waivers are obtained subject to
any conditions and where such conditions affect any party, such conditions
being acceptable to the party concerned, and if such conditions are required
to be fulfilled before Completion, such conditions being fulfilled before
Completion;

(j) the receipt of all necessary approvals, waivers and consents (if any) from the
relevant parties under any financing or security agreements or arrangements
entered into by the Target (including, without limitation, those required for the
release and discharge of any Vendor Securities contemplated under Clause
5.3.4 of the Sale and Purchase Agreement), and where such consent, waiver
or approval is subject to any conditions, such conditions being reasonably
acceptable to the parties, and if such conditions are required to be fulfilled on
or before Completion, such conditions being fulfilled before Completion and
such approvals, consents or waivers not being revoked or repealed on or
before Completion;

(k) all other necessary consents, approvals and waivers being granted for all
transactions contemplated under the Sale and Purchase Agreement, not
being withdrawn or revoked by third parties, including without limitation,
government bodies, stock exchanges and other relevant authorities having
jurisdiction over the transactions contemplated therein, and if such approvals,
consents and waivers are obtained subject to any conditions and where such
conditions affect any party, such conditions being acceptable to the party
concerned, and if such conditions are required to be fulfilled before
Completion, such conditions being fulfilled before Completion; and

(l) the Sale and Purchase Agreement and all transactions contemplated therein
not being prohibited or restricted by the laws of Singapore.

(D) Long-Stop Date

If any of the conditions precedent as set out in Section 2.1.4(C) above are not fulfilled
or waived by the Company or the Vendor by 30 June 2016 (or such other date as
may be mutually agreed in writing by the parties), the provisions of the Sale and
Purchase Agreement shall cease and determine (save for certain provisions relating
to, inter alia, confidentiality, restriction on announcements, costs, governing law and
arbitration), and none of the parties shall have any claim against the other for costs,
damages, compensation or otherwise, save in respect of any antecedent breach of
the Sale and Purchase Agreement.

2.2. Risk Factors Relating to the Proposed Acquisition

To the best of the Directors’ knowledge and belief, as at the Latest Practicable Date, all the
risk factors that are material to Shareholders and prospective investors in making an informed
judgement on the Proposed Acquisition are set out below. Shareholders should carefully
consider and evaluate each of the following risks and all other information contained in this
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Circular before deciding whether to vote in favour of the Proposed Acquisition. If any of such
risks develops into actual events, the business, operations, financial performance, financial
condition and prospects of the Group could be materially and adversely affected.

The Target is dependent on the construction industry in Singapore

The Target is dependent on the construction industry in Singapore. The performance of the
construction industry in Singapore is generally dependent on the general economic conditions
in Singapore including employment levels, availability of financing, interest rates, consumer
confidence and demand for developed residential, commercial and industrial properties. A
downturn in Singapore or a dampening of the general sentiments of, or a correction in, the
construction industry may result in reduced demand for the Target’s business activities. In
addition, such downturn may erode the profit margins for any construction activities
undertaken by the Target due to keen competition. Accordingly, the Target’s construction
business may be subject to cyclical fluctuations of the general economy in Singapore and this
may have a material and adverse effect on the Target’s business.

Further, the relevant authorities in Singapore may adjust monetary and other economic
policies from time to time to prevent and curtail the overheating of the economy. Such
economic adjustments may affect the construction industry in Singapore. Such policies may
lead to changes in market conditions, including price instability and imbalance of supply and
demand for construction services, which may materially and adversely affect the Target’s
business.

The Target is subject to environmental regulations

The Target’s operations are subject to various environmental laws in Singapore. These relate
mainly to the storage, discharge, handling, emission, generation, use and disposal of
chemicals, solid and hazardous waste and other toxic and hazardous materials used in the
Target’s construction business. Changes to environmental laws and regulations in Singapore
may lead to increased compliance costs. Further, the costs of remedying potential violations
or resolving enforcement actions that might be initiated by governmental entities could be
substantial.

Environmental laws require the Target to maintain and comply with a number of permits,
authorisations and approvals and to maintain and update training programmes and safety
data for materials used in the Target’s operations.

In the event of a violation, the Target may be required to halt its operations until remedial
actions are implemented. The costs of remedying violations or resolving enforcement actions
that may be initiated by governmental authorities could be substantial, which may materially
and adversely affect the Target’s business. In addition, the Target cannot predict the nature,
scope or effect of future regulatory requirements to which the Target’s operations may be
subject or the manner in which existing or future laws will be administered or interpreted.
Compliance with more stringent local laws or regulations, as well as more vigorous
enforcement policies of regulatory agencies, could require substantial expenditure by the
Target and could materially and adversely affect the Target’s business.

In addition, violation of environmental regulatory requirements may occur at the sites for the
Target’s projects even though the Target has put in place certain measures as may be
required. The Target may incur fines and penalties imposed in relation to any breaches of
environmental regulations on worksites. In such an event, the Target’s business may be
materially and adversely affected. In the event that the Target is issued such stop-work
orders or has its business licences revoked in the future, this may severely disrupt its
operations and lead to a delay in the completion of a project. These circumstances may
generate negative publicity and adversely affect the Target’s market reputation, and may also
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have a material and adverse impact on the Target’s business.

The Target faces keen competition in its business

The Target faces keen competition in its construction business from new and existing
competitors based in Singapore and elsewhere, while pitching for a limited number of large
scale projects. Some of these competitors are established global players in the construction
industry. In order to secure tenders, the Target may have to compete aggressively in its bid
price. If the Target needs to lower its bid prices, its profit margins may be adversely affected.

Domestic companies may have extensive knowledge of the local construction industry and
longer operational track records than the Target. International companies are able to
capitalise on their overseas experience and greater financial resources to compete in the
construction industry in Singapore. As a result, there can be no assurance that the Target will
be able to compete successfully in the future against its existing or potential competitors or
that increased competition may not have a material and adverse effect on the Target’s
business.

In the event that the Target’s competitors are able to provide comparable services at lower
prices or respond to changes in market conditions more swiftly or effectively than the Target,
the Target’s business may be materially and adversely affected.

The Target may be subject to risks of disputes, claims and variation orders

Under the terms of certain construction contracts entered into by the Target, in the event of a
breach by the Target of the terms of such contracts, its clients may be entitled to claim for
liquidated damages for delay in completion or other losses suffered by them by off-setting the
same from retention monies or enforcing performance bonds furnished by the Target.
Disputes may also arise between the Target, its clients, sub-contractors and suppliers in
relation to the construction projects that it undertakes. For example, disputes may arise
because of defective works, delays in the completion of a project and disputes over contract
specifications and the final amount payable for work done on a project. Claims may be made
against the Target from time to time arising from such disputes. The resolution of claims and
disputes may be protracted. While the Target seeks to manage such risks through project
management and negotiation, in the event that such claims succeed, the Target’s business
may be materially and adversely affected. Any legal proceedings relating to such claims may
also have an adverse impact on the Target’s market reputation and integrity.

From time to time, after work on a project has started, the Target’s clients may request for
alterations to the agreed specifications or additional works which were not originally specified.
Notwithstanding that the costs for such variations may have been agreed with the clients,
such costs may still be disputed by the clients. Where a dispute involves a substantial
amount, such dispute may result in the final value of the variations being lower than that
initially agreed as well as a delay in payment by the clients, and may therefore materially and
adversely affect the Target’s business.

Where the developer of a project in which the Target is involved in withholds an agreed
percentage of the contract sum as retention monies, the Target may sometimes encounter
difficulties in collecting the full sum or any part of the retention monies due and may run the
risk of incurring additional costs to make good the rectification or reconstruction of works
under dispute to the extent that its profit margin is eroded or losses are incurred for the
project.
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The Target may face risks relating to labour shortages and dependence on foreign
workers in respect of its operations in Singapore

The Target is highly dependent on foreign workers in its business and is vulnerable to the
shortage and high employment cost of foreign workers. Depending on Singapore’s
immigration policy limiting the supply of foreign labour, the Target may not be able to employ
sufficient workers. The Target is also required to bear the levy of employing foreign workers.
Any changes in the labour policy in Singapore or the countries of origin of foreign workers
may affect the supply of or cost of employing foreign workers and cause disruptions to the
operations of the Target. In the event of a shortage of foreign workers, an increase in the
cost of hiring foreign workers, or the Target being barred from employing foreign workers by
the Ministry of Manpower of Singapore (“MOM”), the Target’s business may be materially
and adversely affected.

In general, manpower costs in Singapore have increased and this has arisen primarily from
shortage of labour and an increase in levy for employing foreign workers. If manpower costs
continue to rise and the Target is unable to pass on the additional costs to its customers, the
Target’s business may be materially and adversely affected.

Fluctuations in the prices and disruptions in the supply of construction materials may
affect the Target’s earnings and operations

The materials used in the Target’s business include concrete, sand, cement, tiles, steel,
copper and aluminium. The prices of these materials may fluctuate due to changes in the
supply and demand conditions. The Target does not typically enter into long term supply
contracts with any of its suppliers. Any sudden shortage or disruption of supply of materials
to the Target from its suppliers for any reason may materially and adversely affect the
Target’s operations or result in the Target having to pay a higher cost for these materials. If
the Target is unable to procure the materials from alternative sources or is only able to
procure the materials at a higher cost and the Target is unable to pass the additional costs to
its clients, the Target’s business may be materially and adversely affected.

Further, a typical construction project generally spans more than one (1) year. As a result,
the Target’s costs may increase beyond its initial projections and this may result in a
reduction in its previously estimated profit margins or the Target incurring a loss. In the event
of any significant increase in the costs of such construction materials and the Target failing to
find a cheaper source of supply or pass on such increases in raw material prices to its clients,
its business may be materially and adversely affected.

The Target is subject to government legislation, regulations and policies which affect
the Target’s business and requires various licences and permits for its operations

The Target is subject to government legislation, regulations and policies governing, among
other things, employment of workers (including foreign workers), licensing of builders,
approval and execution of plans of building works, workplace safety and health, and
environmental matters such as public health and noise pollution. In the event that the Target
contravenes any of these laws, regulations and policies, the Target, its employees and/or its
directors may face statutory penalties such as fines imposed by the relevant authorities or
the Target may have to modify, suspend or discontinue its operations. Hence, any conviction
for such contravention may have a material and adverse effect on the Target’s business.

The Target also requires various licences and permits such as the BCA Builder Licence, for
its operations. The Target’s licences and permits may be granted for fixed periods of time
after the expiry of which these need to be renewed from time to time. There is no assurance
that upon expiration of such licences and permits, the Target will be able to successfully
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renew them in a timely manner or at all, or that the renewal of such licences and permits will
not be attached with conditions which the Target may find difficult to comply with, or that if
the relevant authorities enact new laws and regulations, the Target will be able to
successfully meet their requirements.

Failure by the Target to obtain, renew or maintain the required licences and permits, or
cancellation, suspension or revocation of any of the Target’s licences and permits may result
in the interruption of its operations and may have a material and adverse effect on the
Target’s business.

Government legislation, regulations and policies affecting the Target’s business are also
subject to amendments from time to time. Any such changes could adversely affect the
Target’s business operations and/or have a negative effect on the demand for the Target’s
services. The compliance with such changes may also increase the Target’s costs and any
significant increase in compliance costs arising from such changes may materially and
adversely affect the Target’s business. Additionally, there may be some uncertainty in the
interpretation or application of certain laws and regulations and such uncertainty may also
materially and adversely affect the Target’s business.

The Target may be adversely affected by any cost overruns and/or increases in costs

The contract value quoted in the tenders submitted by the Target is determined based on
internal costing and budgetary evaluations on costs such as labour costs and material costs,
including the indicative pricing for various suppliers and sub-contractors. However, the time
taken and the costs involved in completing the Target’s projects may be adversely affected
by several factors including fluctuations in costs of building materials, equipment and/or
labour, accidents, delay in approvals from the relevant authorities, mismanagement of
projects, unfavourable weather conditions, unanticipated construction constraints and other
unforeseen circumstances. Any of these factors could delay the completion of the Target’s
projects and could result in cost overruns. It is also possible that incorrect and/or inaccurate
estimations of costs may be made during the tender submission or for delays to arise during
the execution of projects. These circumstances may erode the Target’s profit margin for the
project or may result in losses for the Target.

Further, for delays in projects mainly due to factors attributable to the Target, the Target may
be liable for liquidated damages, which are pre-determined sums payable in the event of, for
example, non-completion of a project within a stipulated period of time and delays in meeting
specified milestones. Such events may have a material and adverse impact on the Target’s
business.

The Target’s financial performance is dependent on the Target’s successful bidding
for new projects and the non-cancellation of secured projects

As most of the Target’s projects are undertaken on a non-recurring basis, it is critical that the
Target is able to regularly and consistently secure new projects of similar value and volume.
There is no assurance that the Target will be able to do so. In the event that the Target is not
able to regularly and consistently secure new projects of similar or higher value and on terms
and conditions that are favourable to the Target, the Target’s business may be materially
and adversely affected. In addition, the scope of work in a project, which is dependent on its
scale and complexity, will affect the profit margin of the project and the Target’s financial
performance. In the event that the Target has to sub-contract a material portion of the project
work to a third-party sub-contractor, its profit margins from such projects may be reduced.

Cancellation or delays in the commencement of secured projects due to factors such as
changes in the Target’s clients’ businesses, poor market conditions and/or lack of funds on
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the part of the project owners may materially and adversely affect the Target’s business. In
addition, there may be a lapse of time between the completion of the Target’s projects and
the commencement of its subsequent projects. Any cancellation of or delay in projects could
lead to idle or excess capacity, and in the event that the Target is unable to secure
replacement projects on a timely basis, this may materially and adversely affect the Target’s
business.

The Target may face risks relating to potential loss or downgrade of the Target’s BCA
Grades

In Singapore, the BCA administers a contractors’ registry to serve the procurement needs of
government departments, statutory bodies and other public sector organisations. Contractors
registered with the BCA are accorded grades (“BCA Grades”) by the BCA, taking into
consideration factors such as the contractor’s resources, experience and technical expertise
to undertake contracts of the relevant nature and size.

These BCA Grades have to be renewed on an annual basis. To maintain its existing BCA
Grades, the Target is required to comply with the prescribed requirements relating to
financial capacity, personnel resources and track record. In the event that the Target fails to
maintain its BCA Grades because of inability to comply with any of the prescribed
requirements, its BCA Grades would be revoked or downgraded accordingly. As such, the
Target would not be able to tender for public sector projects as well as some private sector
projects which require contractors to possess A1 or A2 BCA Grades. In any such event, the
Target’s business may be materially and adversely affected.

The Target’s ability to secure new projects may depend on the Target being able to
secure performance bond guarantees and other credit facilities

In line with the industry practice, certain of the Target’s projects and projects in which the
Target acts as the main contractor require a performance bond to be furnished by a bank or
an acceptable financial institution to guarantee the Target’s contractual performance of the
project. In the event that the Target defaults in its contractual obligations, the project owner
would be entitled to call on the bond with the bank or financial institution and the Target’s
liquidity and financial position may be materially and adversely affected.

There is no assurance that the Target can continue to secure performance bonds for its new
projects in the future or that the performance bonds may be secured on terms that are
acceptable to the Target or on terms as favourable as those previously obtained. If the
Target is unable to secure performance bond guarantees from banks or financial institutions
including as a result of factors which are beyond its control such as general economic and
political conditions, the Target may be unable to secure new projects, and this would have a
material and adverse effect on the Target’s business.

The Target relies on independent contractors

The Target engages independent sub-contractors to provide various services, including
piling and foundation, building and property fit-out works, installation of air-conditioning units
and elevators, and interior decoration. There is no assurance that the services rendered by
these sub-contractors will be satisfactory or that it will match the quality that the Target
requires.

In the event that these sub-contractors terminate their contracts with the Target, the Target
may not be able to seek alternative sub-contractors in a timely manner and/or at terms and
conditions acceptable to the Target, or at all. This may cause an increase in the costs
relating to the Target’s construction projects and/or cause a delay in the completion of such
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projects, and this may materially and adversely affect the Target’s business.

Moreover, these sub-contractors may experience financial or other difficulties that may affect
their ability to carry out the work for which they were contracted, thus delaying the
completion of the Target’s projects or resulting in additional costs for the Target. The
occurrence of any of these factors could materially and adversely affect the Target’s
business.

The Target is exposed to risks in changes of relevant government expenditure on
infrastructure and building projects from the public sector

The Target has secured and completed infrastructure and building contracts from the public
sector for many years and some of the Target’s customers include LTA, PUB, HDB and URA.
A significant proportion of the Target’s business is derived from infrastructure and building
projects from the public sector. Any change in the policy of the Singapore Government in its
expenditure on these public infrastructure and building projects may materially and adversely
affect the Target’s business.

The Target may be affected by accidents at its work sites

Accidents or mishaps may occur at the work sites of the Target’s projects. Such accidents or
mishaps may severely disrupt operations of the Target and lead to delays in the completion
of projects, and in the event of such delay, the Target may be liable to pay liquidated
damages to its clients. In such event, the Target’s business may be materially and adversely
affected. Further, such accidents or mishaps may subject the Target to claims from workers
or other persons involved in such accidents or mishaps for damages, and any claims which
are not covered by the Target’s insurance policies may materially and adversely affect the
Target’s business.

In addition, in Singapore, a Demerit Point Scheme in relation to workplace safety for the
construction industry has been introduced by the MOM. If the Target or contractor engaged
by the Target is found to have breached the Workplace Safety and Health Act, Chapter 354A
of Singapore, and the relevant subsidiary legislation, it will be given demerit points. The
number of demerit points given will depend on the severity of the violation. Any contractor
who has received more than the prescribed number of demerit points within a particular
duration will receive a formal warning letter. If the contractor has received a formal warning
letter from the MOM and continues to accumulate demerit points, the MOM will impose more
stringent corrective actions.

Further, in the event that the Target’s work sites contravene the requisite safety standards
imposed by the regulatory authorities, the Target may be subject to penalties which include
fines, or being issued with partial or full stop-work orders. The issuance of such stop-work
orders may disrupt operations and lead to a delay in the completion of a project. These
circumstances may have a material and adverse impact on the Target’s business.

The Target’s business is capital intensive and the Target may be unable to obtain
financing on terms which are acceptable

The Target’s business is capital intensive. The availability of adequate financing is crucial in
funding the Target’s working capital requirements as it may have to fund the purchases of
raw materials and engage the services of sub-contractors for the construction projects it
undertakes and only receives payments from its customers upon the submission and
approved of progress claims during the course of the construction.

The Target’s ability to arrange adequate financing (if at all) on terms which are acceptable to
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the Target depends on a number of factors that are beyond its control, including general
economic and political conditions, the terms on which financial institutions are willing to
extend credit to the Target and the availability of other sources of debt or equity financing.
Uncertainty in the capital and credit markets may adversely affect the Target’s ability to
obtain financing on terms which are acceptable to the Target. Such an event may have a
material and adverse impact on the Target’s business.

If the Target is unable to obtain financing on terms which are acceptable to the Target, it may
not be able to undertake additional projects and this may have an adverse effect on the
Target’s business.

The Target is subject to interest rate fluctuations

The Target is subject to the effects of interest rate fluctuations on its borrowings from
financial institutions. Some of the Target’s existing borrowings are on a floating rate basis,
and the Target’s future borrowings may also be on a floating rate basis. Consequently, the
interest costs to the Target will be subject to fluctuations in interest rates.

Although the Target may enter into hedging transactions to mitigate the risk of such interest
rate fluctuations, such hedging may not adequately cover the Target’s exposure to interest
rate fluctuations. As a result, the Target’s business could potentially be materially and
adversely affected by interest rate fluctuations.

The Target may not be able to successfully implement its future plans

The Target’s future plans involve numerous risks, including but not limited to, the incurrence
of working capital requirements. Further, these plans may also require substantial capital
expenditure and financial resources. There is no assurance that these plans will achieve
revenue that will be commensurate with the Target’s investment costs, or that it will be
successful in securing more projects. If the Target fails to achieve a sufficient level of
revenue or if it fails to manage its costs efficiently, it will not be able to recover its investment.
If such events occur, the Target’s business may be materially and adversely affected.

There is no assurance on the sustainability of the growth of the Target

There are numerous factors such as intense market competition and general economic
conditions, which are beyond the Target’s control, which may affect the growth of the Target.
There is no assurance that the Target will continue to be able to achieve or maintain similar
levels of growth in its revenue and profits in the future.

The Target may be involved in legal and other proceedings arising from its operations
from time to time

The Target may be involved from time to time in disputes with various parties involved in the
construction projects that it undertakes. These parties include developers, sub-contractors
and suppliers. These disputes may lead to legal and other proceedings. In relation to the
Target’s construction business, the Target may also have disagreements with regulatory
bodies and these may subject it to administrative proceedings. In the event that unfavourable
decrees are determined by the courts or the regulatory bodies, the Target may suffer not
only financial losses but also a delay in the construction or completion of the Target’s
projects. In addition, as the main contractor of residential developments such as
condominium projects and commercial projects, the Target is exposed to the risk of legal
suits, by either the management corporation or the Target’s clients who in turn are being
sued by the management corporation in respect of defective works in common areas and
common property. In such an event, the Target may be liable for damages and incur legal
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costs, which may materially and adversely affect its business.

The Target is subject to revenue and profit volatility

The Target is vulnerable to revenue volatility which is characteristic of construction
companies. The amount of revenue to be recognised in a financial year period is dependent
on the number, value and stage of completion of projects undertaken by the Target, which in
turn depends on various factors, such as the availability of the Target’s resources, market
sentiment, market competition and general economic conditions.

Revenues are generated by way of contracts secured through the competitive process of
tenders and there is no guarantee that the Target will be able to secure a tender every time it
submits a bid. Therefore, there may be fluctuations in the number and value of projects it
undertakes and there is no assurance that it will be able to continuously secure new projects
of similar value and volume as the projects undertaken are non-recurring. In the event that
the Target is not able to continually and consistently secure new projects, its business may
be materially and adversely affected.

Thus, there is no assurance that the amount of revenue from the projects the Target
undertakes will remain comparable every year. Should there be any reasons that cause the
Target to undertake fewer or no new construction projects or should there be any delay in
the progress of any of the projects, its revenue recognised in a particular year will be
adversely affected.

The Target is dependent on key management personnel and other skilled personnel

The Target is dependent on the continued services of its management team, as well as other
skilled personnel such as its project managers and engineers. Having a team of experienced
management staff and skilled personnel is critical in fulfilling the Target’s contractual
obligations and maintaining its relationships with its clients. The Target’s continued success
depends to a significant extent on its strong management team and skilled personnel. The
loss of any of these personnel without timely and suitable replacement, and the inability to
attract and retain qualified and experienced personnel may have a material and adverse
impact on the Target’s business.

The Target is exposed to the credit risks of its clients

The Target’s financial performance and position are dependent, to a certain extent, on the
creditworthiness of its clients. If there are any unforeseen circumstances affecting the ability
or willingness of the Target’s clients to pay the Target, the Target may experience payment
delays or non-payment. In any of such events, the Target’s business may be materially and
adversely affected.

The Target’s insurance coverage may not be adequate

The Target maintains insurance policies covering both its assets and employees. Risks
insured include fire and public liability. There are, however, certain types of losses such as
from wars, acts of terrorism or acts of God that generally are not insured because they are
either uninsurable or not economically insurable. Should an uninsured loss or a loss in
excess of insured limits occur or insurers fail to fulfil their obligation for the sum insured, the
Target may be required to pay compensation, cover the shortfall for such amounts claimed
and/or may lose capital invested in the affected property or equipment, as well as anticipated
future returns from such property or equipment. Any such loss could materially and
adversely affect the Target’s business.
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The Target is subject to risks associated with joint ventures

The Target has presently and may in the future have interests in joint ventures in connection
with its business plans. Political uncertainties or new governmental regulations such as
restrictions on ownership could result in a decline in the Target’s investments in these joint
ventures or a loss in the Target’s ability to influence the management, directors and
decisions made by these entities. Additionally, disagreements may occur between the Target
and its joint venture partners regarding the business and operations of these entities which
may not be resolved amicably, or in a manner that will be in the Target’s best interests. The
Target’s joint venture partners may also have economic or business interests or goals that
are inconsistent with those of the Target, take actions contrary to the Target’s instructions,
requests, policies or objectives, be unable or unwilling to fulfil their obligations, have financial
difficulties or have disputes with the Target as to the scope of their responsibilities and
obligations. The occurrence of these events may materially and adversely affect the
performance of the joint ventures and in turn could have a material and adverse impact on
the Target’s business.

Additionally, the Target’s joint venture partners: (a) may not be able to fulfill their respective
contractual obligations with the Target (for example they may default in making payments
during future capital calls or capital raising exercises); or (b) may experience a decline in
their creditworthiness. Although joint venture agreements generally contain terms that
govern the treatment of such events to the detriment of the defaulting party and the Target
would generally seek to enforce its rights as enumerated within these legal agreements, the
occurrence of any of these events may materially and adversely affect the performance of
the Target’s joint ventures, which may in turn materially and adversely affect the Target’s
business.

The Target may face risks arising from its indebtedness

While the Target has unutilised facilities and funds available for use, there can be no
assurance that the Target will be able to refinance its borrowings as it becomes due on
commercially reasonable terms, or at all. The Target may be required to meet its funding
needs by procuring financing on terms which restrict it in certain ways, including by limiting
its ability to pay dividends or requiring it to procure consents before it can pay dividends to
holders of shares. Additionally, the Target’s level of indebtedness means that a material
portion of its expected cash flow may be required to be dedicated to the payment of interest
on its indebtedness, thereby reducing the funds available to the Target for use in its general
business operations. The Target’s level of indebtedness may also restrict its ability to obtain
additional financing for capital expenditure, acquisitions or general corporate purposes and
may cause it to be particularly vulnerable in the event of a general economic downturn.

The Target’s bank facilities contain restrictive covenants that, if not satisfied or
waived, could impact the Target’s ability to borrow money under these facilities and
could result in acceleration of the Target’s debt obligations under these facilities that
may be outstanding from time to time

The Target’s failure to comply with restrictive covenants in its credit facilities could result in
an event of default which, if not satisfied or waived, could preclude the Target from drawing
down on such credit facilities or which may result in the Target being required to repay any
borrowings it may have under such credit facilities. If the Target is unable to utilise these
credit facilities to finance its operations or if it is unable to refinance its borrowings under its
credit facilities that may fall due, its business may be materially and adversely affected.
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The Target may be subject to foreign exchange risks

The Target may be subject to foreign exchange risks as a result of transactions denominated
in currencies other than its functional currency in S$. The Target may also hold assets and
liabilities denominated in foreign currencies. Our exposure to foreign exchange risks may
also increase in the event that the Enlarged Group undertakes offshore projects in the future.

To the extent that the Target’s revenue or receipts and costs or payments are not perfectly
matched in the same currency and that there are time gaps between revenue recognition
and actual receipts and between cost recognition and actual payments, the Target will be
exposed to foreign exchange fluctuations.

As the Target’s financial statements are recorded in the functional and reporting currency in
S$, any foreign exchange fluctuations against the S$ arising from transactions carried out in
foreign currencies as well as translations of foreign currency assets and liabilities as at the
end of the reporting period will result in exchange gains or losses in the Target’s statements
of comprehensive income and statements of financial position.

The financial performance, financial condition and future growth of the Target’s
operations may be susceptible to changes in the political, economic and social
conditions in Singapore

The Target’s operations are currently in Singapore. The Target’s operations and business
may be materially and adversely affected by changes in the legal, political, economic and
social conditions in Singapore, including but not limited to:

political unrest and economic instability;

acts of terrorism;

changes in laws and regulations;

changes in the rate and method of taxation;

difficulties in managing supply chain channels; and

employment and labour issues.

Tax positions which the Target has taken may be challenged and the Target is subject
to the risk of changing income tax rates and laws

From time to time, the Target may be subject to various types of tax audits (including routine
and special audits) in connection with tax positions which have been taken and which may
be challenged and overturned. If this were to occur, the Target’s tax rates could significantly
increase and the Target may be required to pay significant back taxes, interests and/or
penalties. The outcome of tax audits cannot be predicted with certainty. If any issues
addressed in the Target’s tax audits are resolved in a manner which is not consistent with
the Target’s expectations, the Target could be required to adjust its provision for income tax
in the period such resolution occurs. Any significant proposed adjustments could have a
material and adverse effect on the Target’s business.

In addition, a change in the Target’s business, tax laws or regulations, or their interpretation
thereof in Singapore, could result (including with retrospective effect) in a higher tax rate or
have a material impact on the Target’s tax exposure. While the Target may seek tax advice
or opinions from external advisers from time to time in relation to its operations, there is no
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assurance that a tax position adopted by the Target (with or without such tax advice or
opinion) will not be successfully challenged by the tax authorities.

The Target may be affected by outbreaks of severe communicable diseases,
epidemics, acts of God, war and terrorist attacks

The outbreak of communicable diseases in Singapore, if uncontrolled, could have an
adverse effect on the overall business sentiments and environment in Singapore, which may
materially and adversely affect the Target’s business. In addition, in the event of an outbreak
of epidemic in Singapore, if any of the Target’s employees are infected with such diseases,
the Target’s business may be materially and adversely affected.

Natural disasters and other acts of God which are beyond the Target’s control may adversely
affect the economy, infrastructure and livelihood of the people of Singapore in which the
Target operates. The Target’s business may be materially and adversely affected if such
natural disasters occur. War and terrorist attacks may cause damage or disruption to the
Target and its employees, facilities and clients, any of which may materially and adversely
affect the Target’s business. Furthermore, war or hostility between countries may result in a
drop in the value of global stock markets and have a negative impact on the global economy.
The above may have a material and adverse impact on the Target’s business.

The Target is exposed to disruption in the global credit markets

The global economic downturn in late 2008 resulted in negative developments in the global
financial markets including the failure of a number of financial institutions in the United States
of America, the downgrading by major international credit rating agencies of credit ratings of
some of the European Union member countries and financial institutions and the difficult
conditions in the global credit and capital markets. These factors, combined with declining
business and market sentiments and reduced capital investments, resulted in a global
economic slowdown. These challenging market conditions gave rise to reduced liquidity,
greater volatility, widening of credit spreads, lack of price transparency in credit markets, a
reduction in available financing and lack of market confidence.

It is difficult to predict how long these developments will last or whether new developments
involving other countries and financial institutions, which are adverse, may occur. Further,
there can be no assurance that measures implemented by governments around the world to
stabilise the credit and capital markets will improve market confidence and the overall credit
environment and economy. A global economic downturn can adversely affect the Target’s
ability to obtain short-term and long-term financing. It could also result in an increase in the
cost of credit facilities and reduction in the amount of credit facilities currently available to the
Target, its customers, suppliers, and sub-contractors. The inability of the Target, its
customers, suppliers and sub-contractors to access capital efficiently on time, or at all, as a
result of possible financial and/or economic difficulties may have an adverse effect on the
Target’s ability to complete existing projects and/or secure new projects.

In the event that the global economic conditions do not improve or any recovery is halted or
reversed, the business, results of operations and prospects of the Target may be adversely
affected.

2.3. Financial Effects of the Proposed Acquisition

The pro forma financial effects of the Proposed Acquisition have been prepared based on the
audited consolidated financial statements of the Group and the audited financial statements of
the Target for FY2015 under the following assumptions:
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(a) that the Proposed Acquisition had been completed on 1 January 2015 for the
purposes of illustrating the financial effects on earnings;

(b) that the Proposed Acquisition had been completed on 31 December 2015 for the
purposes of illustrating the financial effects on share capital, NTA and gearing;

(c) that any inter-company transactions and/or balances between the Group and the
Target has been disregarded hereto; and

(d) the expenses in connection with the Proposed Acquisition have been disregarded
hereto.

The pro forma financial effects presented below are for illustrative purposes only and are
not intended to reflect the actual future financial situation of the Company or the Group upon
Completion.

2.3.1. Share Capital

Before the Proposed
Acquisition After the Proposed Acquisition

Issued and paid-
up share capital
(S$’000)

16,476 35,487

Number of Shares
(’000)

378,409 747,554

2.3.2. NTA

Before the Proposed
Acquisition

After the Proposed Acquisition

NTA attributable
to owners of the
Company
(S$’000)

8,097 27,193

Number of Shares
(’000)

378,409 747,554

NTA per Share
(cents)

2.14 3.64
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2.3.3. EPS

Before the Proposed
Acquisition After the Proposed Acquisition

Net profit
attributable to
owners of the
Company
(S$’000)

2,086 2,694

Weighted
average number
of Shares (’000)(1)

378,409 747,554

EPS (cents) 0.55 0.36

Note:

(1) The weighted average number of Shares for FY2015 is equivalent to the number of Shares at the beginning
of FY2015.

2.3.4. Gearing

Before the Proposed
Acquisition After the Proposed Acquisition

Total borrowings
(S$’000)(1)

1,800 3,450

Cash and cash
equivalents
(S$’000)

16,047 32,271

Equity
attributable to
owners of the
Company
(S$’000)

14,954 34,050

Net gearing ratio
(times)(2)

(0.95) (0.85)

Notes:

(1) “Total borrowings” comprises bank borrowings and finance leases.

(2) “Net gearing ratio” has been computed based on total borrowings net of cash and cash equivalents divided
by equity attributable to owners of the Company.
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2.4. The Proposed Acquisition as a Major Transaction

Based on the audited financial statements of the Target and the Group for FY2015, the
relative figures of the Proposed Acquisition computed on the bases set out in Rules 1006(a)
to (e) of the Catalist Rules are as follows:

Rule 1006 Bases of Calculation Relative Figure (%)

(a) Net asset value of the assets to be disposed of
compared with the Group’s net asset value

N.A.(1)

(b) The net profit of approximately S$439,000
attributable to the Target, compared with the
Group’s net profit of approximately S$4,438,000
for FY2015(2)

9.9

(c) The Consideration of S$19,011,000 compared
with the Company’s market capitalisation of
approximately S$20,055,655 as at 5 January
2016, being the last market day the Shares
were traded on Catalist immediately preceding
the date of the Sale and Purchase Agreement(3)

94.8

(d) The number of Consideration Shares issued by
the Company, compared with the number of
Shares (excluding treasury shares) previously
in issue

97.6

(e) The aggregate volume or amount of proved and
probable reserves to be disposed of, compared
with the Group’s proved and probable reserves

N.A.(4)

Notes:

(1) This is not applicable to an acquisition of assets.

(2) Under Rule 1002(3)(b) of the Catalist Rules, “net profits” means profit or loss before income tax, minority
interests and extraordinary items.

(3) Based on the total of 378,408,576 Shares, and the volume-weighted average traded price of such Shares
of S$0.053 on 5 January 2016, being the last market day immediately preceding the date of the Sale and
Purchase Agreement. (Source: Bloomberg).

(4) This basis is applicable to a disposal of mineral, oil or gas assets by a mineral, oil and gas company. the
Company is not a mineral, oil and gas company.

The Proposed Acquisition would constitute a major transaction under Rule 1014 of the
Catalist Rules as the relative figures under Rules 1006(c) and 1006(d) of the Catalist Rules
exceed 75.0% but do not exceed 100.0%.

Accordingly, the Proposed Acquisition shall, pursuant to Rule 1014 of the Catalist Rules, be
conditional upon the approval of the Shareholders being obtained at the EGM.
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2.5. Listing and Quotation Notice

Following the EGM, the Sponsor will, on behalf of the Company, be applying for a listing and
quotation notice from the SGX-ST so as to obtain approval for the listing and quotation of the
Consideration Shares on the SGX-ST and such listing and quotation of the Consideration
Shares on the SGX-ST will be subject to the conditions as stated in the listing and quotation
notice. The Company will be making the necessary announcements on the listing and
quotation notice with regard to the Consideration Shares in due course.

2.6. The Proposed Acquisition as an Interested Person Transaction

2.6.1. Requirements of Chapter 9 of the Catalist Rules

Under Chapter 9 of the Catalist Rules, where a listed company or any of its subsidiaries or
associated companies which is an “entity at risk” (as defined below) proposes to enter into a
transaction, an “interested person transaction” (as defined below) with the listed company’s
“interested persons” (as defined below), Shareholders’ approval and/or an immediate
announcement is required in respect of that transaction if its value is equal to or exceeds
certain financial thresholds set out in Chapter 9 of the Catalist Rules.

Pursuant to Rule 906 of the Catalist Rules, Shareholders’ approval (in addition to an
immediate announcement) is required where:

(a) the value of such transaction is equal to or exceeds 5.0% of the Group’s latest audited
NTA; or

(b) the value of such transaction, when aggregated with the value of other transactions
entered into with the same interested person during the same financial year, equals to
or exceeds 5.0% of the Group’s latest audited NTA (such aggregation need not
include any transaction that has been approved by Shareholders previously or is the
subject of aggregation with another transaction that has been previously approved by
Shareholders).

Interested person transactions below S$100,000 each are to be excluded.

2.6.2. Definitions under Chapter 9 of the Catalist Rules

For the purposes of Chapter 9 of the Catalist Rules:

(a) an “approved exchange” means a stock exchange that has rules which safeguard the
interests of shareholders against interested person transactions according to similar
principles to Chapter 9 of the Catalist Rules;

(b) “Control” means the capacity to dominate decision-making, directly or indirectly, in
relation to the financial and operating policies of a company;

(c) an “entity at risk” means:

(i) the listed company;

(ii) a subsidiary company of the listed company that is not listed on the SGX-ST or
an approved exchange; or
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(iii) an associated company of the listed company that is not listed on the SGX-ST or
an approved exchange, provided that the listed group, or the listed group and its
interested person(s), has Control over the associated company;

(d) an “interested person” means:

(i) a director, chief executive officer or Controlling Shareholder of the listed company;
or

(ii) an Associate of such director, chief executive officer or Controlling Shareholder;

(e) an “interested person transaction” means a transaction between an entity at risk
and an interested person; and

(f) a “transaction” includes the provision or receipt of financial assistance, the acquisition,
disposal or leasing of assets, the provision or receipt of services, the issuance or
subscription of securities, the granting of or being granted options, and the
establishment of joint ventures or joint investments, whether or not in the ordinary
course of business, and whether or not entered into directly or indirectly.

2.6.3. Details of the interested persons

Pursuant to the Sale and Purchase Agreement, the Vendor is an “interested person” for the
purpose of Chapter 9 of the Catalist Rules as it is an Associate of KBG which is a Controlling
Shareholder of the Company. As at the Latest Practicable Date, KBG holds approximately
41.0% of the Shares.

Accordingly, the Proposed Acquisition would constitute an interested person transaction
within the ambit of Chapter 9 of the Catalist Rules.

2.6.4. Materiality thresholds under Chapter 9 of the Catalist Rules

Under Chapter 9 of the Catalist Rules, Shareholders' approval is required for an interested
person transaction of a value equal to, or exceeding, 5.0% of the Group's latest audited NTA.

The value of the Proposed Acquisition (being the amount at risk to the Company) is the
Consideration of S$19,011,000. The Group’s latest audited NTA attributable to owners of the
Group as at 31 December 2015 is S$8,097,000. As the value of the Proposed Acquisition is
approximately 234.8% of the Group’s latest audited NTA, the Proposed Acquisition is subject
to the approval of the Independent Shareholders at the EGM and an independent financial
adviser is required to be appointed to advise the Non-Interested Directors on whether the
transaction is carried out on normal commercial terms and whether it is prejudicial to the
interests of the Company and its minority Shareholders. In this regard, Asian Corporate
Advisors Pte. Ltd. has been appointed as the IFA.

Please refer to Section 6 of this Circular and Appendix A to this Circular for the advice
provided by the IFA.
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3. THE PROPOSED WHITEWASH RESOLUTION

3.1. Mandatory General Offer

As at the Latest Practicable Date, KBG holds an aggregate shareholding interest of
approximately 41.0% of the Existing Share Capital, representing approximately 41.0% of the
voting rights in the Company.

After Completion and assuming the allotment and issuance of 369,145,631 Consideration
Shares to KBG, KBG will have a direct interest in 524,145,631 Shares, representing 70.1% of
the Enlarged Share Capital. Accordingly, KBG will hold an aggregate shareholding interest of
approximately 70.1% of the Enlarged Share Capital, representing 70.1% of the voting rights in
the Company.

Under Rule 14 of the Code, any person who, together with persons acting in concert with him,
holds not less than 30.0% but not more than 50.0% of the voting rights and such person, or
any person acting in concert with him, acquires in any period of six (6) months additional
shares carrying more than 1.0% of the voting rights, such person is required, except with the
consent of SIC, to make a mandatory general offer, for all remaining issued shares in the
company concerned which he and/or his concert parties do not already own, control or have
agreed to acquire.

As such, pursuant to Rule 14 of the Code, KBG will incur an obligation to make a mandatory
general offer for the remaining Shares not owned, controlled or agreed to be acquired by it or
its concert parties at the highest price paid or agreed to be paid by any of them for the Shares,
in the six (6) months preceding the allotment and issue of the Consideration Shares, unless
such obligation is waived by the SIC and the Proposed Whitewash Resolution is approved by
the Independent Shareholders at the EGM.

3.2. Whitewash Waiver

On 1 February 2016, the SIC waived the obligation of KBG to make a mandatory general offer
for the Company in the event KBG and its concert parties increase their aggregate
shareholdings in the Company by more than 1.0% of the total voting rights in the Company in
any period of six (6) months based on the Enlarged Share Capital as a result of the issue of
the Consideration Shares to KBG under the Proposed Acquisition, subject to, among other
things, the following conditions (the “Whitewash Waiver”):

(a) a majority of holders of voting rights of the Company present and voting at a general
meeting, held before the issue of the Consideration Shares under the Proposed
Acquisition, approve by way of a poll, the Proposed Whitewash Resolution;

(b) the Proposed Whitewash Resolution is separate from other resolutions;

(c) KBG, its concert parties and parties not independent of them abstain from voting on
the Proposed Whitewash Resolution;

(d) KBG did not acquire or is not to acquire any Shares or instruments convertible into
and options in respect of Shares (other than subscriptions for, rights to subscribe for,
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instruments convertible into or options in respect of new Shares which have been
disclosed in this Circular):

(i) during the period between the date of the Announcement and the date on
which Shareholders’ approval is obtained for the Proposed Whitewash
Resolution; and

(ii) in the six (6) months prior to the date of the Announcement but subsequent to
negotiations, discussions or the reaching of understandings or agreements
with the Directors in relation to the Proposed Acquisition;

(e) the Company appoints an independent financial adviser to advise its Independent
Shareholders on the Proposed Whitewash Resolution;

(f) the Company sets out clearly in this Circular:

(i) details of the Proposed Acquisition;

(ii) the possible dilution effect to existing holders of voting rights as a result of
KBG acquiring the Consideration Shares;

(iii) the number and percentage of voting rights in the Company as well as the
number of instruments convertible into, rights to subscribe for and options in
respect of Shares held by KBG and its concert parties as at the Latest
Practicable Date;

(iv) the number and percentage of voting rights to be issued to KBG under the
Proposed Acquisition;

(v) specific and prominent reference to the fact that Shareholders, by voting for
the Proposed Whitewash Resolution, are waiving their rights to a general offer
from KBG at the highest price paid by KBG and its concert parties for the
Shares in the past six (6) months preceding the commencement of the offer;
and

(vi) specific and prominent reference to the fact that the issue of the
Consideration Shares to KBG under the Proposed Acquisition would result in
KBG and its concert parties holding Shares carrying over 49.0% of the voting
rights of the Company and that KBG and its concert parties would then be
free to acquire further Shares without incurring any obligation under Rule 14
of the Code to make a general offer.

(g) this Circular states that the waiver granted by the SIC to KBG from the requirement to
make a general offer under Rule 14 is subject to the conditions stated in sub-
paragraphs (a) to (f) above;

(h) the Company obtains the SIC’s approval in advance for those parts of this Circular
that refer to the Whitewash Resolution; and

(i) to rely on the Whitewash Resolution, the acquisition by KBG of the Consideration
Shares must be completed within three (3) months of the date of approval of the
Whitewash Resolution.
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As at the Latest Practicable Date, save for conditions set out under Sections 3.2(a), 3.2(d)(i)
and 3.2(i), which are expected to be satisfied only at or after the EGM, all the other conditions
imposed by the SIC set out above have been satisfied.

KBG did not acquire and will not acquire any Shares, instruments convertible into Shares or
options in respect of Shares:

(a) during the period between the date of the Announcement and the date on which
Independent Shareholders’ approval is obtained for the Proposed Whitewash
Resolution at the EGM; and

(b) in the six (6) months prior to the date of the Announcement.

3.3. Proposed Whitewash Resolution

The Independent Shareholders are requested to vote by way of poll on the Proposed
Whitewash Resolution as set out as an ordinary resolution in the Notice of EGM, waiving their
rights to receive a general offer from KBG for the remaining Shares that KBG and its concert
parties do not already own, control or have agreed to acquire.

Shareholders should note that the Proposed Acquisition is conditional, among other
things, upon the passing of the Proposed Whitewash Resolution by the Independent
Shareholders. In view of this, in the event that the Proposed Whitewash Resolution is
not passed by the Independent Shareholders, the Proposed Acquisition will not take
place.

Independent Shareholders should also note that by voting for the Proposed Whitewash
Resolution, they will be waiving their rights to a general offer from KBG at the highest
price paid by KBG and its concert parties for the Shares in the six (6) months
preceding the allotment and issuance of the Consideration Shares.

Independent Shareholders should note that the allotment and issuance of the
Consideration Shares to KBG under the Proposed Acquisition would result in KBG and
its concert parties holding Shares carrying over 49.0% of the voting rights of the
Company based on the Enlarged Share Capital, and KBG and its concert parties would
then be free to acquire further Shares without incurring any obligation under Rule 14 of
the Code to make a general offer for the Company.
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3.4. Changes in Shareholding Interests

As a result of the Proposed Acquisition, the shareholding interests of the Independent Shareholders in
the Company will change. In satisfaction of one of the conditions of the Whitewash Waiver granted by
the SIC as set out in Section 3.2(f)(ii) above, such changes in shareholding interests are illustrated
below:

Before Completion (1) On Completion
Direct Interest Deemed

Interest
Direct Interest Deemed

Interest
Number of

Shares
% Number

of
Shares

% Number of
Shares

% Number
of

Shares

%

DIRECTORS

Mr. Koh Keng
Siang

- - - - - - - -

Mr. Koh Choon
Leng

- - - - - - - -

Mr. Tan Hwa Peng

- - - - - - - -

Mr. Tan Liang
Seng

- - - - - - - -

SUBSTANTIAL SHAREHOLDERS
(other than Directors)

Mr. Tan Tze Wen 52,942,557 14.0 - - 52,942,557 7.1 - -

Mr. Sunny Ong
Keng Hua 24,800,000 6.6 - - 24,800,000 3.3 - -

KBG 155,000,000 41.0
- -

524,145,631 70.1 - -

OTHER
SHAREHOLDERS 144,741,719 38.4 - - 144,741,719 19.5 - -

TOTAL 378,408,576 100 - - 747,554,207 100 - -

Notes:

(1) The percentage of shareholdings has been computed based on the Existing Share Capital.
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4. THE PROPOSED ADOPTION OF THE NEW IPT MANDATE

4.1. The Existing IPT Mandate

At the 2015 EGM, approval of the Shareholders was obtained for the renewal of the Existing
IPT Mandate to enable the Company, its subsidiaries and associated companies which are
considered to be “entities at risk” pursuant to Chapter 9 of the Catalist Rules (together, the
“EAR Group”), in their ordinary course of businesses, to enter into the following categories
of transactions (“Interested Person Transactions”) with the specified classes of interested
persons set out below:

General Transactions

General transactions by the EAR Group relating to the provision to, and obtaining from,
interested persons of the following products and services in the normal course of business of
the EAR Group in providing EPC services for water and wastewater treatment and hydro-
engineering projects:

(i) the engagement of contractors and suppliers for building and infrastructure works in
respect of water and wastewater treatment and hydro-engineering projects;

(ii) the sale and purchase of materials, plants, machinery and equipment for water and
wastewater treatment and hydro-engineering projects;

(iii) the engagement and provision of project development services, including but not
limited to liaison with relevant authorities;

(iv) the engagement and provision of drainage system services, including but not limited
to design, fabrication, delivering, installing and testing systems;

(v) the engagement and provision of project management services, including but not
limited to application for relevant permits, licences and approvals, management of
tender process, advice on appointment of consultants, liaison with consultants and
contractors, supervision of work and the engagement and provision of financial and
administrative support services related to such projects;

(vi) the sale and purchase of services for water and wastewater treatment and hydro-
engineering projects, including but not limited to labour, design, supply, 3D modelling,
delivery, diversion, installation, testing and commission of equipment;

(vii) the provision of guarantees in relation to obligations to be performed under the
transactions described in sub-paragraphs (i) to (vi) above; and

(viii) the provision or obtaining of such other products and/or services which are incidental
to or in connection with the provision or obtaining of products and/or services in sub-
paragraphs (i) to (vii) above.

Management and Support Services

These transactions relate to obtaining professional, administrative and support services,
including but not limited to finance and treasury, business development, information
technology and management information systems, human resource and staff secondment,
management and development, corporate communications (including investor relations),
taxation, accounting, internal audit, central purchasing, corporate secretarial services and
any other professional, administrative and support services that may arise from time to time
(the “Management and Support Services”).
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Other Services

Such transactions include:

(i) the leasing of premises and obtaining of property maintenance services; and

(ii) the provision or obtaining of such other products and/or services which are incidental
to or in connection with the provision or obtaining of products and/or services in sub-
paragraph (i) above,

Under the Existing IPT Mandate, all transactions and services set out above are to be made
in accordance with certain specified review procedures that are designed to ensure that the
transactions and services covered by the Existing IPT Mandate are entered into on normal
commercial terms and will not be prejudicial to the Company and its minority Shareholders.

The Existing IPT Mandate applies to any Interested Person Transactions that are carried out
between (a) any member of the EAR Group, with (b) KBG (being the Controlling Shareholder
of the Company) and/or its Associates (the “Mandated Interested Persons”).

4.2. Chapter 9 of the Catalist Rules

Under Chapter 9 of the Catalist Rules, a listed company may seek a shareholders’ general
mandate for recurrent transactions of a revenue or trading nature or those necessary for its
day-to-day operations, which may be carried out with the listed company’s interested
persons, but will not cover the transactions relating to the purchase or sale of assets,
undertakings or businesses.

Due to the time-sensitive nature of commercial transactions, such a general mandate will
enable a listed company, in its ordinary course of business, to enter into certain categories of
transactions with interested persons, provided such interested person transactions are made
on normal commercial terms and are not prejudicial to the interests of the listed company
and its minority shareholders.

Please also refer to Section 2.6.1 of the Circular for more information on the Catalist Rules
pertaining to interested person transactions.

4.3. The New IPT Mandate

The Existing IPT Mandate was to take effect until the conclusion of the next annual general
meeting of the Company. As the terms of the Existing IPT Mandate only encompass
transactions entered into and/or proposed to be entered into by the EAR Group with the
Mandated Interested Persons, but do not cover transactions entered into by the Target with
the Mandated Interested Persons post-Completion, the Directors propose to table, for the
Shareholders’ consideration and approval, a new general mandate for Interested Person
Transactions with the Mandated Interested Persons (the “New IPT Mandate”), which will
increase the scope and categories of recurrent Interested Person Transactions covered by
the Existing IPT Mandate. If approved by Shareholders at the EGM, the New IPT Mandate
will replace the Existing IPT Mandate.

Shareholders should note that the New IPT Mandate will cover both transactions entered by
the EAR Group with the Mandated Interested Persons and transactions entered into by the
Target with the Mandated Interested Persons upon Completion. All references under this
Section 4.3 to the “Group” should thus be construed accordingly.
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4.3.1. Categories of Interested Person Transactions

The categories of Interested Person Transactions which will be covered by the New IPT
Mandate (the “New Interested Person Transactions”) include:

General Transactions

General transactions by the Group relating to the provision to, and obtaining from, the
Mandated Interested Persons of the following products and services in the normal course of
business of the Group in providing services for (i) water and wastewater treatment; (ii) hydro-
engineering projects and/or (iii) construction (including but not limited to building and
infrastructure) activities:

(i) the engagement and/or provision of contractor services and supplier services in
respect of (i) water and wastewater treatment; (ii) hydro-engineering projects and (iii)
construction (including but not limited to building and infrastructure) activities;

(ii) the rental, sale or purchase (as the case may be) of materials, plants, machinery and
equipment (which is in the ordinary course of business, and save for those
transactions which fall under the ambit of Chapter 10 of the Catalist Rules) for (i)
water and wastewater treatment; (ii) hydro-engineering projects and (iii) construction
(including but not limited to building and infrastructure) activities;

(iii) the engagement and/or provision of logistics and transportation services;

(iv) the engagement and/or provision of drainage system services, including but not
limited to design, fabrication, delivering, installing and testing systems;

(v) the engagement and/or provision of project development and/or management
services, including but not limited to application for relevant permits, licences and
approvals, management of tender process, advice on appointment of consultants,
liaison with relevant authorities, liaison with consultants and contractors, supervision
of work and the engagement and provision of financial and administrative support
services related to such projects;

(vi) the engagement and/or provision of services for (i) water and wastewater treatment;
(ii) hydro-engineering projects and (iii) construction (including but not limited to
building and infrastructure) projects, including, amongst others, labour, design,
supply, 3D modelling, delivery, diversion, installation, testing and commission of
equipment;

(vii) the provision and/or the obtaining of corporate guarantees and/or performance
bonds in relation to obligations which are incidental to or in connection with
transactions described in sub-paragraphs (i) to (vi) above and which are in the
ordinary course of business; and

(viii) the provision or obtaining of such other products and/or services which are incidental
to or in connection with the provision or obtaining of products and/or services in sub-
paragraphs (i) to (vii) above.

Management and Support Services

These transactions relate to the provision and/or obtaining of management and support
services in the area of professional, administrative and support services, including but not
limited to, corporate events, potential and/or existing business development, business
relations, investment/project risk review, information technology, and management
information systems, intellectual property rights, human resource and staff secondment,



42

LETTER TO SHAREHOLDERS

insurance, corporate communications (including investor relations), taxation, accounting,
internal audit, central purchasing, corporate secretarial services and any other professional,
administrative and support services that may arise from time to time.

By having access to such services, the Group will benefit through savings in terms of reduced
overheads and greater economies of scale (such as bulk discounts enjoyed by KBG on a
group basis). In addition, the Group is able to obtain expertise in the areas of
project/investment risk review, business relations and business development through the
extensive global network of the Mandated Interested Persons and their top executives. The
ability to tap on such expertise and experience is important for the Group’s ability to respond
in a timely manner to take advantage of opportunities as and when they arise.

Other Services

Such transactions include:

(i) the leasing of premises and obtaining of property maintenance services; and

(ii) the provision or obtaining of such other products and/or services which are incidental
to or in connection with the provision or obtaining of products and/or services in sub-
paragraph (i) above.

For the avoidance of doubt, the New IPT Mandate does not extend to the purchase or sale of
assets, undertakings or businesses between the Group and the Mandated Interested
Persons. The New IPT Mandate will also not cover any Interested Person Transaction that is
below S$100,000 in value as the threshold and aggregation requirements of Chapter 9 of the
Catalist Rules would not apply to such transactions.

Transactions by the Group with the Mandated Interested Persons that do not fall within the
ambit of the New IPT Mandate shall be subject to the relevant provisions of Chapter 9 of the
Catalist Rules and/or other applicable provisions of the Catalist Rules.

4.3.2. Classes of Interested Persons

The New IPT Mandate will apply to any Interested Person Transactions that are carried out
between (a) the Group, with (b) any of the Mandated Interested Persons.

4.3.3. Rationale for the New IPT Mandate

The Target has in the ordinary course of its business, entered into transactions with the
Mandated Interested Persons. Post-Completion, the Company envisages that the Target will
continue to enter into transactions with the Mandated Interested Persons from time to time
as KBG (being the Controlling Shareholder of the Company) intends for the Target to remain
as the main operating construction company of the KBG Group. Please refer to Section
2.1.1(B) of this Circular for further details of the Target’s business.

In view of the time-sensitive nature of commercial transactions in general, the Directors are
of the view that post-Completion, it would be advantageous for the Company to obtain the
New IPT Mandate to enter into the New Interested Person Transactions, provided that all the
New Interested Person Transactions are carried out on normal commercial terms and are not
prejudicial to the interests of the Company or its minority Shareholders. The New IPT
Mandate (if approved and renewed on an annual basis) will eliminate, among others, the
need for the Company to convene separate general meetings on each occasion to seek
Shareholders’ approval as and when New Interested Person Transactions arise. This will
reduce substantially the administrative time, inconvenience and expenses associated with
the convening of such meetings, without compromising the Company’s corporate objectives
and adversely affecting the Group’s business opportunities.
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The Board is of the view that the New Interested Person Transactions are and will be carried
out on an arm’s length basis as the terms of the New Interested Person Transactions are
and will be comparable to those that the Group enters and will be entering into with other
unrelated parties.

The Board having considered, inter alia, the terms, rationale for the New IPT Mandate, is of
the view that it will be beneficial to the Group to transact with the Mandated Interested
Persons. Disclosure will be made where required under the prevailing Catalist Rules, in the
Company’s annual report and financial results on the aggregate value of New Interested
Person Transactions conducted pursuant to the New IPT Mandate during the relevant
financial period, and in the annual reports for the subsequent financial years during which
the New IPT Mandate is in force or announced where required pursuant to the prevailing
Catalist Rules.

4.3.4. Guidelines and Review Procedures for the New Interested Person Transactions

(A) Review Procedures

The Directors have confirmed that the Group has in place, inter-alia, internal control
systems, review and approval procedures to ensure that transactions with the
“interested persons” (including the Mandated Interested Persons) are made on
normal commercial terms and/or on an arm’s length basis, consistent with the
Group’s usual business practices and policies and not prejudicial to the interests of
the Company and the minority shareholders of the Company. The Audit and Risk
Committee of the Company (which currently comprises Mr Koh Choon Leng
(chairman), Mr Koh Keng Siang, and Mr Tan Hwa Peng) will also review and approve
the New Interested Person Transactions where applicable, and to ensure that all
future New Interested Person Transactions are carried out on normal commercial
terms and will not be prejudicial to the interests of the Group or the minority
Shareholders.

The following review procedures will be implemented after having regard to the nature
of New Interested Person Transactions and the criteria for establishing review
procedures, which is to ensure that such review procedures are adequate and/or
commercially practicable in ensuring that the New Interested Person Transactions are
conducted on normal commercial terms, are in the interest of the Company and are
not prejudicial to the interests of the Company and minority Shareholders:

(a) all New Interested Person Transactions shall be conducted in accordance
with the Group’s usual business practices and policies, consistent or
comparable with the usual margins or historical margins or costs (where
applicable), rates (including commission) or prices extended to or received by
the Group for the same or substantially similar type of transactions between
the Group and unrelated third parties, and the terms are not more favourable
to the Mandated Interested Person compared to those extended to or
received from unrelated third parties after taking into account the speed of
and cost for timely response and mobilisation, credit terms, quality,
requirements, specifications, scope, size, complexity and resources required
for implementation of the projects for which Mandated Interested Persons are
providing goods or services, preferential or relatively advantageous access to
assets and buyers, asset type, restrictions and array of services including its
specialists nature, local knowledge, track record and standing in the relevant
markets, risk for such transactions and the attendant cost in managing such
risks;

(b) when purchasing any products or obtaining any services (including the
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leasing of premises) from a Mandated Interested Person, in order to ensure
that the interests of the Group or the minority Shareholders are not
disadvantaged, comparison will be made with at least two quotations from
unrelated/independent third party(ies) as a basis for comparison, from
independently verifiable and reliable sources as approved by the Audit and
Risk Committee from time to time (“Approved Independent Sources”), with
advice from relevant employees of the Company with management
responsibilities comprising personnel from the finance department and other
relevant departments.

The list of Approved Independent Sources will be maintained by the relevant
departments and reviewed by the Audit and Risk Committee periodically.
Specifically, for the provision of corporate guarantee(s) by the Mandated
Interested Person, a comparison shall be made with the fees, premium or
charges paid or payable by the Target or the Group to the bank or other
financial institution for the provision of relevant or equivalent performance
bond or guarantee with similar or comparable terms including, inter alia,
duration and guaranteed amount. The purchase price or fee or rates for the
products or services, after taking into account factors mentioned in paragraph
(a) above, shall not be higher than the most favourable price or fee of the two
other quotations (wherever possible or available) from the Approved
Independent Sources. Credit terms of the purchases will be comparable to
those offered by unrelated third parties. In determining the most competitive
price or fee, all pertinent factors, including but not limited to quality,
requirements, specifications, delivery time of goods or services, industry
norms, specifications, scope, size, complexity and resources required for
implementation of the projects for which Mandated Interested Persons are
providing goods or services, preferential or relatively advantageous access to
assets and buyers, asset type, restrictions, array of services including its
specialists nature, local knowledge, track record and standing in the relevant
markets, risk for such transactions and the attendant cost in managing such
risks will be taken into consideration;

(c) when selling any products or supplying any services (including the leasing of
premises) to a Mandated Interested Person, the price or fee or profit margins
and terms of two other successful transactions of a similar nature (or
comparable nature) with non-Mandated Interested Persons will be used as
comparison to ensure that the interests of the Group or the minority
Shareholders are not disadvantaged. The price or fee or margin for the supply
of products or services shall not be lower than the lowest price or fee of the
two other successful transactions with non-Mandated Interested Persons,
taking into account all pertinent factors, including but not limited to speed of
and cost for timely response and mobilisation, quantity, credit records of the
customer, terms of sale or supply, strategic purpose of the transaction,
specifications, scope, size, complexity and resources required for
implementation of the projects for Mandated Interested Persons, preferential
or relatively advantageous access to assets and buyers, asset type,
restrictions, array of services including its specialists nature, local knowledge,
track record and standing in the relevant markets, risk for such transactions
and the attendant cost in managing such risks and other qualitative
considerations; and

(d) in circumstances where it is impractical or impossible to obtain comparable
prices of contemporaneous transactions of similar goods or services due to
the nature of the goods or services to be purchased or provided, any two of
Directors of the Company with no interest, direct or indirect, in the proposed
New Interested Person Transaction will, subject to the approval thresholds as
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set out in Section 4.3.4(B) below, take such necessary steps which would
include but is not limited to (1) relying on corroborative inputs from reasonably
experienced market practitioners in order to determine that the terms
provided by the Mandated Interested Persons are fair and reasonable; and (2)
evaluate and weigh the benefits of, and rationale for transacting with the
Mandated Interested Persons, taking into account factors such as, but not
limited to, the nature of the services, track record, delivery schedules,
requirements and specifications of the Group or the customer, duration of
contract, quality, reliability, previous working experience taking into account
mobilisation cost and timely response, specifications, scope, size, complexity
and resources required for implementation of the projects for which Mandated
Interested Persons are providing goods or services, preferential or relatively
advantageous access to assets and buyers, asset type, restrictions and
structure for investments, array of services including its specialists nature,
local knowledge, track record and standing in the relevant markets, risk for
such transactions and the attendant cost in managing such risks, project
restrictions and structure or the results of and returns from the underlying
projects.

(B) Approval and Review Threshold

The following approval procedures will be implemented to supplement existing
internal control procedures for the New Interested Person Transactions to ensure
that such transactions are undertaken on an arm’s length basis and on normal
commercial terms. For the avoidance of doubt, where the approving party as
stipulated herein is interested in the transaction to be approved, he/she will inform
the Audit and Risk Committee and such disclosures should be documented. In the
event any equivalent person with the relevant experience and responsibility, as
stated below for the various thresholds cannot be determined, the approving
authority shall be decided the Audit and Risk Committee.

Individual and aggregate transactions review and approval thresholds shall be as
follows:

(a) Where the individual or aggregate value of the New Interested Person
Transactions is equal to or more than S$100,000 but less than 20% of the
Group’s latest audited NTA, all subsequent New Interested Person
Transactions shall require the prior approval of either the Financial Controller
(or equivalent person) or Chief Executive Officer for the Group. New
Interested Person Transactions that have been approved by the Audit and
Risk Committee need not be aggregated for the purpose of such approval.

(b) Where the individual or aggregate value of the New Interested Person
Transactions is equal to or more than 20% but less than 50% of the Group’s
latest audited NTA, all subsequent Interested Person Transactions shall
require the prior approval of both the Financial Controller (or equivalent
person) or the Chief Executive Officer and at least one (1) Director, who is not
interested in the transaction and a member of the Audit and Risk Committee.
New Interested Person Transactions that have been approved by the Audit
and Risk Committee need not to be aggregated for the purpose of such
approval.

(c) Where the individual or aggregate New Interested Person Transactions is
equal to or more than 50% of the Group’s latest audited NTA, all subsequent
New Interested Person Transactions will be subject to the prior approval of
the Audit and Risk Committee and recommendation of the Financial
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Controller (or equivalent person) or the Chief Executive Officer. If a member
of the Audit and Risk Committee is interested in any New Interested Person
Transactions, he shall abstain from participating in the review of that
particular transaction. New Interested Person Transactions that have been
approved by the Audit and Risk Committee need not be aggregated for the
purpose of such approval. For avoidance of doubt, the Audit and Risk
Committee shall be responsible for such approvals.

(d) All approvals must strictly follow the review procedures as stipulated in
Sections 4.3.4(A) and 4.3.4(B) and must be documented. The documentation,
including the reasons for approval where necessary, must be accompanied
with supporting documents to serve as audit trails, which will be subject to
internal and/or external audit.

In addition, the Financial Controller (or equivalent person), who is a key executive of
the Company as disclosed in the Company’s annual report, will review (and
document such reviews) all New Interested Person Transactions (including New
Interested Person Transactions that are less than S$100,000 in value) and its
register on a quarterly basis or such other periods as approved by the Audit and Risk
Committee.

The threshold limits set out above are adopted by the Company taking into account,
inter alia, the nature, volume, recurrent frequency and size of the transactions as well
as the Group’s day-to-day operations, administration and businesses. The threshold
limits are arrived at after considering the operational efficiency for the day-to-day
business operations of the Group and the internal control for New Interested Person
Transactions. The threshold limits act as an additional safeguard to supplement the
review procedures which will be implemented by the Company for New Interested
Person Transactions.

(C) Additional Controls

The additional controls will apply to the New Interested Person Transactions as stated
below.

(a) The finance department of the Group will maintain a register of transactions
carried out with Mandated Interested Persons pursuant to the New IPT
Mandate (recording and documenting the identity of the interested persons,
basis, including the quotations and supporting evidence or records or details
obtained to support such basis, on which they were entered into as well as
the approving authority). For avoidance of doubt, the quotations and
supporting evidence or records or supporting details obtained may be kept or
maintained by other relevant departments. The New Interested Person
Transactions register shall be prepared, maintained, monitored and reviewed
on a monthly basis, by the Financial Controller (or equivalent person) of the
Company who is not a Mandated Interested Person. This is to ensure that
they are carried out on normal commercial terms and in accordance with the
guidelines and review procedures in the New IPT Mandate. All relevant non-
quantitative factors will also be taken into account. Such review includes the
examination of the transaction(s) and its supporting documents or such other
data deemed necessary by the Audit and Risk Committee. In addition, any
exceptions or departures from the procedures shall be reported and
highlighted to the Audit and Risk Committee immediately.

(b) The Financial Controller (or equivalent person) / Company Secretary will
obtain signed letters of confirmation from persons delegated with the
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approving authority as set out in the IFA Letter, Controlling Shareholders and
the Directors on a periodic basis (annual basis or such other period as may
be determined by the Audit and Risk Committee) with respect to their interest
in any transactions with the Group.

(c) The Financial Controller (or equivalent person) / Company Secretary will
maintain a list of the Directors and Controlling Shareholders of the Company
(which is to be updated immediately if there are any changes) to enable
identification of Mandated Interested Persons. The master list of Mandated
Interested Persons which is maintained shall be reviewed by the Audit and
Risk Committee at least on a semi-annual basis.

(d) The Group’s annual or periodic (such periods as may be decided by the Audit
and Risk Committee) internal audit plan may incorporate a review of all New
Interested Person Transactions (where applicable), including the established
review procedures for monitoring of such New Interested Person
Transactions, entered into during the current financial year pursuant to the
New IPT Mandate and consistent with the Code of Corporate Governance
2012. The approval thresholds as stipulated herein may be delegated with the
approval of the Audit and Risk Committee which will be duly documented
together with the bases for such approval.

(e) The Audit and Risk Committee shall periodically review all New Interested
Person Transactions, at least on a semi-annual basis, to ensure that they are
carried out on normal commercial terms and in accordance with the
guidelines and review procedures in the New IPT Mandate. All relevant non-
quantitative factors will also be taken into account. Such review includes the
examination of the transaction(s) and its supporting documents or such other
data deemed necessary by the Audit and Risk Committee. The Audit and
Risk Committee shall, when it deems fit, have the right to require the
appointment of independent sources, advisers and/or valuers to provide
additional information or review of controls and its implementation pertaining
to the transactions under review.

(f) In the event that a member of the Audit and Risk Committee is interested in
any New Interested Person Transaction, he shall abstain from participating in
the review of that particular transaction.

(g) Subject to Section 4.3.4(C)(d) above, the Group’s internal auditor shall, on at
least a semi-annual basis or such other periods as required by the Audit and
Risk Committee, subject to adjustment in frequency, depending on factors
such as, inter alia, substantial increment of aggregate transactional value,
report to the Audit and Risk Committee on all New Interested Person
Transactions, and the basis of such transactions, entered into with Mandated
Interested Persons during the preceding period. The Audit and Risk
Committee shall review such interested person transactions at its periodic
meetings (not less than twice or such other frequency a year as decided by
the Audit and Risk Committee) except where New Interested Person
Transactions are required under the review procedures to be approved by the
Audit and Risk Committee prior to the entry thereof.

(h) The Audit and Risk Committee will conduct periodic reviews (of not less than
half-yearly or such other period as may be determined by the Audit and Risk
Committee) of the review procedures for the New Interested Person
Transactions. If, during these periodic reviews, the Audit and Risk Committee
is of the view that these review procedures are no longer sufficient or
appropriate to ensure that the New Interested Person Transactions are
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transacted on normal commercial terms and will not be prejudicial to the
interests of the Company and its minority Shareholders, the Company will
seek a fresh mandate from the Shareholders based on new review
procedures for New Interested Person Transactions. All New Interested
Person Transactions will be reviewed and approved by the Audit and Risk
Committee prior to entry while a fresh mandate is being sought from the
Shareholders.

(i) The Audit and Risk Committee will review the letters of confirmation from key
management personnel, controlling shareholders and the Directors of the
Company and all New Interested Person Transactions on a periodic basis
(annual basis or such other period as may be determined by the Audit and
Risk Committee) and the minutes of such review and its outcome shall be
taken.

(j) For purposes of the above review and approval process, any Director who is
not considered independent for purposes of the New IPT Mandate and/or any
New Interested Person Transactions will abstain from voting in relation to any
respective resolution, and/or abstain from participating in the Audit and Risk
Committee’s decision during its review of the established review procedures
for the New Interested Person Transactions or during its review or approval of
any New Interested Person Transactions.

(D) Further Compliance

The Directors will ensure that all disclosures, approvals and other requirements in
respect of the New Interested Person Transactions, including those required by
prevailing legislation, the Catalist Rules and relevant accounting standards, are
complied with.

4.3.5. Validity Period of the New IPT Mandate

If approved by Shareholders at the EGM, the New IPT Mandate will take effect from the date
of receipt of Shareholders’ approval, and will (unless revoked or varied by the Company in a
general meeting) continue to be in force until the next annual general meeting or the
expiration of the period within which the next annual general meeting is required by law to be
held, whichever is the earlier, and will apply to all New Interested Person Transactions
entered into from the date of receipt of Shareholders’ approval. Approval from Shareholders
will be sought for the renewal of the New IPT Mandate at each subsequent annual general
meeting, subject to review by the Audit and Risk Committee of its continued application to
the New Interested Person Transactions.

4.3.6. Disclosures

The Company will announce the aggregate value of transactions conducted with the
Mandated Interested Persons pursuant to the New IPT Mandate for each financial period on
which the Company is required to report on pursuant to Appendix 7C of the Catalist Rules
and within the time required for the announcement of such report in accordance with Rule
920(1)(a)(ii) of the Catalist Rules.

Disclosure will also be made in the annual report of the Company of the aggregate value of
the New Interested Person Transactions pursuant to the New IPT Mandate during the
relevant financial period and in the annual reports for the subsequent financial years during
which the New IPT Mandate is in force, in the following format as stipulated under Rule 907
of the Catalist Rules:
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Name of interested person Aggregate value of all
interested person

transactions during the
financial year under review
(excluding transactions less

than S$100,000 and
transactions conducted

under shareholders’
mandate pursuant to Rule

920)

Aggregate value of all
interested person

transactions conducted
under shareholders’ mandate

pursuant to Rule 920
(excluding transactions less

than S$100,000)

5. INTERESTS OF DIRECTORS AND SUBSTANTIAL SHAREHOLDERS

5.1. Interests of the Directors and Substantial Shareholders in the Shares

The interests of the Directors and Substantial Shareholders’ in the Shares as at the Latest
Practicable Date, based on the Company’s register of interest of Directors and register of
Substantial Shareholders respectively, are as follows:

Direct Interest Deemed Interest

Number of Number of
Shares % Shares %

Directors

Mr. Koh Keng Siang - - - -

Mr. Koh Choon Leng - - - -

Mr. Tan Hwa Peng - - - -

Mr. Tan Liang Seng - - - -

Substantial Shareholders
(other than Directors)

KBG 155,000,000 41.0 - -

Mr. Tan Tze Wen 52,942,557 14.0 - -

Mr. Sunny Ong Keng Hua 24,800,000 6.6 - -

5.2. Interests of the Directors and Substantial Shareholders in the Proposed Transactions

Mr. Koh Keng Siang is interested in the Proposed Transactions by virtue of him being the
Non-Executive Chairman of the Company and also the Managing Director and Group Chief
Executive Officer and Substantial Shareholder of KBG.

Mr. Tan Liang Seng is interested in the Proposed Transactions by virtue of him being a Non-
Executive Director of the Company and also an Executive Director of the Target.

Save for KBG, Mr. Koh Keng Siang and Mr. Tan Liang Seng, none of the other Directors or
Substantial Shareholders of the Company has any interest, direct or indirect, in the Proposed
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Transactions other than through their respective shareholding interests in the Company.

6. OPINION OF THE INDEPENDENT FINANCIAL ADVISER

Pursuant to Chapter 9 of the Catalist Rules, Asian Corporate Advisors Pte. Ltd. has been
appointed as the IFA to advise the Non-Interested Directors in respect of the Proposed
Transactions.

Having regard to the considerations set out in the IFA Letter and the information available as
at the Latest Practicable Date, the IFA is of the opinion that:

a) the Proposed Acquisition as an interested party transaction is on normal commercial
terms and is not prejudicial to the interest of the Company and its minority
Shareholders;

b) the terms of the Proposed Acquisition, being the subject of the Proposed Whitewash
Resolution, are on balance fair, reasonable and not prejudicial to the interest of the
Company and the Independent Shareholders; and

c) the adoption of the New IPT Mandate and the procedures set out in this Circular is in
the interests of the Company and the review procedures (including the additional
controls) set out in this Circular, if fully adhered to, are sufficient to ensure that the
New Interested Person Transactions will be conducted on normal commercial terms
and will not be prejudicial to the interests of the Company and its minority
Shareholders.

The IFA has advised the Non-Interested Directors to recommend to the Independent
Shareholders to vote in favour of the Proposed Acquisition, the Proposed Whitewash
Resolution and the proposed adoption of the New IPT Mandate.

A copy of the IFA Letter in respect of the Proposed Acquisition (as an interested
person transaction), the Proposed Whitewash Resolution and the New IPT Mandate is
set out in Appendix A of this Circular. Shareholders are advised to read the IFA Letter
in its entirety carefully and consider it in the context of this Circular before deciding on
whether to approve the Proposed Transactions.

7. OPINION OF THE AUDIT AND RISK COMMITTEE

The Audit and Risk Committee comprises Mr. Koh Choon Leng, Mr. Koh Keng Siang and Mr.
Tan Hwa Peng. The Chairman of the Audit and Risk Committee is Mr. Koh Choon Leng. Save
for Mr. Koh Keng Siang, the members of the Audit and Risk Committee do not have any
interests in the Proposed Transactions and are deemed to be independent for the purposes of
the Proposed Transactions. Mr. Koh Keng Siang has abstained from undertaking any review,
participating in any deliberation and giving any opinion in the Audit and Risk Committee’s
review in relation to the Proposed Transactions.

The Audit and Risk Committee, having reviewed, among other things, the terms, rationale for
the Proposed Acquisition, the details of the Proposed Whitewash Resolution and the New IPT
Mandate and after considering the advice of the IFA as set out at Appendix A to this Circular,
concurs with the IFA and is of the opinion that the Proposed Transactions are on normal
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commercial terms and are not prejudicial to the interests of the Company and its minority
Shareholders.

8. RECOMMENDATION BY THE NON-INTERESTED DIRECTORS

Independent Shareholders should read and consider carefully the recommendation of the
Non-Interested Directors and the advice of the IFA in its entirety before giving their approvals
pertaining to the Proposed Transactions. Independent Shareholders are also urged to read
carefully the terms and conditions of the Proposed Transactions, the rationale for the
Proposed Acquisition, the details of the Proposed Whitewash Resolution and the New IPT
Mandate and the financial effects of the Proposed Acquisition, as respectively set out in this
Circular.

Mr. Koh Keng Siang, being an interested person under Chapter 9 of the Catalist Rules, and
Mr Tan Liang Seng, being interested the Proposed Transactions by virtue of his directorship
in the Company and the Target, will abstain from making any recommendation to the
Independent Shareholders on the Proposed Transactions in their capacity as Directors.

The Non-Interested Directors, having considered and reviewed, among other things, the
terms and conditions of the Proposed Acquisition, the details of the Proposed Whitewash
Resolution and the New IPT Mandate, the opinion of the IFA given in the IFA Letter in respect
of the Proposed Transactions, the rationale for the Proposed Transactions, financial effects of
the Proposed Acquisition, and all the other relevant information set out in this Circular, concur
with the advice of the IFA given in the IFA Letter. Accordingly, they unanimously recommend
that the Independent Shareholders vote in favour of the Resolutions relating to the Proposed
Transactions as set out in the Notice of EGM.

Please refer to Section 6 of this Circular and the IFA Letter reproduced at Appendix A to this
Circular for the advice from the IFA.

The Non-Interested Directors further recommend that any Independent Shareholder who may
require specific advice to consult his or her stockbroker, bank manager, solicitor, accountant
or other professional adviser(s).

9. ABSTENTION FROM VOTING

Pursuant to Rule 919 of the Catalist Rules, an interested person and any Associate of the
interested person shall abstain from voting on the resolutions approving the interested person
transactions involving themselves and their Associates. Such interested persons and their
Associates shall not act as proxies nor accept appointments as proxies in relation to such
resolutions unless specific voting instructions had been given by the Shareholders.

Accordingly, KBG, Mr. Koh Keng Siang, and Mr. Tan Liang Seng, will abstain, and have
undertaken to ensure that their respective Associates will abstain, from voting on Resolutions
1, 2, and 4 set out in the Notice of EGM, nor accept any nominations to act as proxy for any
Shareholder in approving the Proposed Acquisition and the New IPT Mandate at the EGM
unless specific instructions as to voting are given by such Shareholder in the proxy instrument.

In addition, KBG and its concert parties will abstain, and has undertaken to ensure that its
respective Associates will abstain, from voting on Resolution 3 set out in the Notice of EGM,
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nor accept any nominations to act as proxy for any Shareholder in approving the Proposed
Whitewash Resolution at the EGM unless specific instructions as to voting are given by such
Shareholder in the proxy instrument.

10. EXTRAORDINARY GENERAL MEETING

The EGM will be held on 27 April 2016 at 11 a.m. (or immediately following the conclusion of
the annual general meeting of the Company to be held on the same day) at Oxford Hotel,
218 Queen Street, Singapore 188549 for the purpose of considering and, if thought fit,
passing with or without any modifications, the Resolutions set out in the Notice of EGM.

11. ACTION TO BE TAKEN BY SHAREHOLDERS

Shareholders who are unable to attend the EGM and wish to appoint a proxy to attend and
vote at the EGM on their behalf, may complete, sign and return the proxy form attached to the
Notice of EGM (the “Proxy Form”) in accordance with the instructions printed thereon as
soon as possible and in any event so as to reach the registered office of the Company at 11
Lorong Pendek, Koh Brothers Building, Singapore 348639 (Attention: The Company
Secretary) not less than 48 hours before the time fixed for the EGM. The completion and
return of the Proxy Form by a Shareholder will not prevent him from attending and voting at
the EGM, if he wishes to do so, in place of his proxy.

Depositors who wish to attend and vote at the EGM, and whose names are shown in the
Depository Register of CDP as at a time not less than 72 hours before the time appointed for
the EGM supplied by CDP to the Company, may attend as CDP’s proxies. Depositors who
are individuals and who wish to attend the EGM in person need not take any further action
and can attend and vote at the EGM without the lodgement of any Proxy Form.

12. DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors collectively and individually accept full responsibility for the accuracy of the
information given in this Circular and confirm after making all reasonable enquiries, that to the
best of their knowledge and belief, this Circular constitutes full and true disclosure of all
material facts about the Proposed Transactions, the Company and its subsidiaries, and the
Directors are not aware of any facts the omission of which would make any statement in this
Circular misleading.

Where information in this Circular has been extracted from published or otherwise publicly
available sources or obtained from a named source, the sole responsibility of the Directors
has been to ensure that such information has been accurately and correctly extracted from
those sources and/or reproduced in this Circular in its proper form and context.

In respect of the IFA Letter, the sole responsibility of the Directors has been to ensure that the
facts stated with respect to the Proposed Transactions and the Group are fair and accurate in
all material aspects.

13. CONSENT FROM THE INDEPENDENT FINANCIAL ADVISER AND VALUER

Asian Corporate Advisors Pte. Ltd., the Independent Financial Adviser, has given and has not
withdrawn its written consent to the issue of this Circular with the inclusion of the IFA Letter
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set out at Appendix A to this Circular and references to its name in the form and context in
which it appears in this Circular and to act in such capacity in relation to this Circular.

Asian Appraisal Company Pte Ltd, the valuer appointed to assess the fair market value of the
assets (only) of the Target, has given and has not withdrawn its written consent to the issue of
this Circular with the inclusion of the valuation report set out in Appendix B of this Circular and
references to its name in the form and context in which it appears in this Circular.

14. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents may be inspected at the registered office of the Company
at 11 Lorong Pendek, Koh Brothers Building, Singapore 348639 during normal business
hours for a period of three (3) months from the date of this Circular:

(a) the Constitution of the Company;

(b) the Sale and Purchase Agreement;

(c) the IFA Letter;

(d) the valuation report by Asian Appraisal Company Pte Ltd;

(e) the audited financial statements of the Target for FY2015; and

(f) the annual report of the Company for FY2015.

Yours faithfully

For and on behalf of the Board of Directors of
KOH BROTHERS ECO ENGINEERING LIMITED

Koh Keng Siang
Chairman
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 LETTER FROM ASIAN CORPORATE ADVISORS PTE. LTD. TO THE 
NON-INTERESTED DIRECTORS OF  

KOH BROTHERS ECO ENGINEERING LIMITED

ASIAN CORPORATE ADVISORS PTE. LTD.
(Incorporated in the Republic of Singapore)

 N : 200310232R)

112 Robinson Road #03-02 
Singapore 068902 

The Non-Interested Directors
Koh Brothers Eco Engineering Limited
11 Lorong Pendek 
Koh Brothers Building
Singapore 348639 

12 April 2016

(1) THE PROPOSED ACQUISITION OF THE ENTIRE ISSUED AND PAID-UP SHARE CAPITAL OF KOH BROTHERS 
BUILDING & CIVIL ENGINEERING CONTRACTOR (PTE.) LTD. (THE “TARGET”) WHICH CONSTITUTES A 
MAJOR TRANSACTION AND AN INTERESTED PERSON TRANSACTION UNDER THE CATALIST RULES 
(“PROPOSED ACQUISITION”); 

(2) THE PROPOSED WHITEWASH RESOLUTION BY THE INDEPENDENT SHAREHOLDERS FOR THE WAIVER 
OF THEIR RIGHTS TO RECEIVE A MANDATORY GENERAL OFFER FROM KOH BROTHERS GROUP LIMITED 
AND ITS CONCERT PARTIES (“PROPOSED WHITEWASH RESOLUTION”); AND 

(3) THE PROPOSED ADOPTION OF THE NEW INTERESTED PERSON TRANSACTIONS MANDATE (“NEW IPT 
MANDATE”)

Unless otherwise de ned or the conte t otherwise requires, all terms used herein shall have the same meanings as de ned
in the circular letter dated April the “Circular”).

1. INTRODUCTION

Asian Corporate Advisors Pte. Ltd. (“ACA”) has been appointed as an independent financial adviser (“IFA”) to the 
directors of Koh Brothers Eco Engineering Limited (the “Company”, and together with its subsidiaries, the “Group”) 
who are deemed non-interested (the “Non-Interested Directors”) for the purposes of making recommendation(s) 
in relation to (i) the Proposed Acquisition, (ii) the Proposed Whitewash Resolution and (iii) the New IPT Mandate.

We note from the Circular that the Non-Interested Directors for the Proposed Acquisition, the Proposed Whitewash 
Resolution and the New IPT Mandate comprise Mr. Koh Choon Leng and Mr. Tan Hwa Peng. 

This letter (“Letter” or “IFA Letter”) sets out, inter alia, our views and evaluation of the Proposed Acquisition as an 
interested person transaction (“IPT” or “Interested Person Transaction”), the Proposed Whitewash Resolution 
and the New IPT Mandate which have been proposed as ordinary resolutions in the notice of the extraordinary 
general meeting (“EGM”) of the Company as set out in the Circular to registered holders (“Shareholders”) of the 
ordinary shares (“Shares”) in the capital of the Company. Likewise, it contains our recommendations to the Non-
Interested Directors in relation to the Proposed Acquisition as an IPT, the Proposed Whitewash Resolution as well 
as the New IPT Mandate as set out in Section 4 of the Circular, for determining whether (i) the financial terms of 
the Proposed Acquisition as an IPT (pursuant to Chapter 9 of the Catalist Rules) are on normal commercial terms 
and are not prejudicial to the interests of the Company and the minority shareholders of the Company (“Minority 
Shareholders”); (ii) the Proposed Whitewash Resolution is not prejudicial to the interest of the Independent 
Shareholders (defined below) when considered in the context of the Proposed Acquisiton; and (iii) the review 
procedures, as set out in Section 4 of the Circular, for determining transaction prices and/or the terms, are sufficient 
to ensure that the transactions under the New IPT Mandate will be carried out on normal commercial terms and will 
not be prejudicial to the interests of the Company and its Minority Shareholders.
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This Letter is prepared for inclusion in the Circular in connection with, inter alia, the Proposed Acquisition as an 
IPT, the Proposed Whitewash Resolution and the New IPT Mandate. For the purposes of this Letter, references 
to independent Shareholders (“Independent Shareholders”) shall in the context of: (a) the Proposed Acquisition 
mean Shareholders other than (i) Koh Brothers Group Limited (“KBG”); (ii) Construction Consortium Pte. Ltd. (the 
“Vendor”); (iii) parties acting in concert with KBG and the Vendor; and (iv) parties not independent of the persons 
mentioned in (i), (ii) and (iii) above; (b) the Proposed Whitewash Resolution and (c) the New IPT Mandate mean 
Shareholders other than the interested persons and/or their Associates as defined by the Listing Manual Section 
B: Rules of Catalist of the Singapore Exchange Securities Trading Limited (“Catalist Rules”). Unless otherwise 
defined or where the context otherwise requires, the definition used in the Circular shall apply throughout this 
Letter. Certain figures and computations as enumerated or set out in this Letter are based on approximations and 
its accuracy is subject to rounding.

1.1 BACKGROUND OF THE PROPOSED ACQUISITION 

On 7 January 2016 (the “Announcement Date”), the Company announced that it had entered into a conditional 
sale and purchase agreement dated 7 January 2016 with the Vendor in relation to the Proposed Acquisition (“Sales 
and Purchase Agreement”), pursuant to which the Company will acquire an aggregate of 19,000,000 ordinary 
shares representing the entire issued and paid-up share capital of the Target (“Sale Shares”) from the Vendor, upon 
the terms and conditions of the Sale and Purchase Agreement.

KBG is the ultimate parent company of the Company, the Vendor and the Target. As at 28 March 2016 (the “Latest 
Practicable Date”): (a) KBG holds approximately 41.0% of the Shares in the Company and is the Company’s single 
largest Shareholder; (b) the Vendor is a wholly owned subsidiary of KBG; and (c) the Target is a wholly owned 
subsidiary of the Vendor. 

In accordance with the Sale and Purchase Agreement, the consideration for the Proposed Acquisition of S$19,011,000 
shall be satisfied in full by the allotment and issuance of 369,145,631 new Shares (the “Consideration Shares”) 
to the Vendor (and/or its designated nominees) at S$0.0515 for each Consideration Share (the “Issue Price”) 
upon completion of the Proposed Acquisition in accordance with the terms and conditions set out in the Sale and 
Purchase Agreement (“Completion”).

The Vendor shall irrevocably renounce its right to receive the Consideration Shares in favour of KBG or such other 
party as it may deem fit on the date of Completion (“Completion Date”).

The Proposed Acquisition constitutes:

(a) a major transaction as defined under Rule 1014 of the Catalist Rules as the relative figures under Rule 
1006(c) and Rule 1006(d) of the Catalist Rules exceed 75.0% but are less than 100.0%; and 

(b) an interested person transaction as defined under Chapter 9 of the Catalist Rules as (i) the Vendor is an 
“interested person” for the purposes of Chapter 9 of the Catalist Rules as it is an Associate of KBG which is 
a Controlling Shareholder of the Company and (ii) the value of the Proposed Acquisition exceeds 5.0% of 
the latest audited net tangible assets (“NTA”) of the Group pursuant to Rule 906 of the Catalist Rules.

Accordingly, the Company will be seeking the approval of the Shareholders for the Proposed Acquisition and the 
issue of Consideration Shares at the EGM. Following the completion of the Proposed Acquisition, the Target will 
become a wholly owned subsidiary of the Company.

1.2 THE PROPOSED WHITEWASH RESOLUTION
 
As at the Latest Practicable Date, KBG holds an aggregate shareholding interest of approximately 41.0% of the 
existing share capital of the Company or 378,408,576 Shares (excluding treasury shares) (the “Existing Share 
Capital”), representing approximately 41.0% of the voting rights in the Company.
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Upon Completion and assuming the allotment and issuance of 369,145,631 Consideration Shares to KBG, KBG 
will have a direct interest in 524,145,631 Shares, representing 70.1% of the enlarged share capital of the Company 
comprising 747,554,207 Shares (excluding treasury shares) (the “Enlarged Share Capital”). Accordingly, KBG will 
hold an aggregate shareholding interest of approximately 70.1% of the Enlarged Share Capital, representing 70.1% 
of the voting rights in the Company. 

Under Rule 14 of the Singapore Code on Take-overs and Mergers (“Code”), except with the consent of the Securities 
Industry Council (“SIC”), (i) any person who acquires whether by a series of transactions over a period of time or 
not, shares which (taken together with shares held or acquired by persons acting in concert with him) carry 30.0% 
or more of the voting rights of a company; or (ii) any person who, together with persons acting in concert with him, 
holds not less than 30.0% but not more than 50.0% of the voting rights and such person, or any person acting in 
concert with him, acquires in any period of six (6) months additional shares carrying more than 1.0% of the voting 
rights, is required to make a mandatory general offer, for all remaining issued shares in the company concerned 
which he and/or his concert parties do not already own, control or have agreed to acquire.

As such, pursuant to Rule 14 of the Code, KBG will incur an obligation to make a mandatory general offer for the 
remaining Shares not owned, controlled or agreed to be acquired by it or its concert parties at the highest price paid 
or agreed to be paid by any of them for the Shares, in the six (6) months preceding the allotment and issue of the 
Consideration Shares, unless such obligation is waived by the SIC. The Whitewash Waiver was obtained by KBG 
from the SIC on 1 February 2016 and is subject to, among other things, the Proposed Whitewash Resolution being 
approved by the Independent Shareholders at the EGM. Accordingly, the Company is seeking the approval of the 
Independent Shareholders for the Proposed Whitewash Resolution.

We note from discussion with the Management that as at the Latest Practicable Date, the following convertibles 
issued by the Company have expired: 

– 165,000,000 detachable, non-transferable and non-listed warrants of the Company (“Warrants”) issued to 
KBG, each Warrant carrying the right to subscribe for one (1) new Share at an exercise price of S$0.053 for 
each new Share; and 

– 40,000,000 detachable, non-transferable and non-listed warrants of the Company issued to Mr Lee Thiam 
Seng (“Referral Warrants”), each Referral Warrant carrying the right to subscribe for one (1) new Share at 
an exercise price of S$0.048 for each new Share.

On 1 February 2016, the SIC waived the obligation of KBG to make a mandatory general offer for the Company in 
the event KBG and its concert parties increase their aggregate shareholdings in the Company by more than 1.0% 
of the total voting rights in the Company in any period of six (6) months based on the Enlarged Share Capital as 
a result of the issue of the Consideration Shares to KBG under the Proposed Acquisition, subject to, among other 
things, the following conditions (the “Whitewash Waiver”): 

(a) a majority of holders of voting rights of the Company present and voting at a general meeting, held before the 
issue of the Consideration Shares under the Proposed Acquisition, approve by way of a poll, the Proposed 
Whitewash Resolution;

(b) the Proposed Whitewash Resolution is separate from other resolutions;

(c) KBG, its concert parties and parties not independent of them abstain from voting on the Proposed Whitewash 
Resolution;

(d) KBG did not acquire or is not to acquire any Shares or instruments convertible into and options in respect of 
Shares (other than subscriptions for, rights to subscribe for, instruments convertible into or options in respect 
of new Shares which have been disclosed in the Circular):

(i) during the period between the date of the Announcement and the date on which Shareholders’ 
approval is obtained for the Proposed Whitewash Resolution; and

(ii) in the six (6) months prior to the date of the Announcement but subsequent to negotiations, discussions or 
the reaching of understandings or agreements with the Directors in relation to the Proposed Acquisition;
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(e) the Company appoints an independent financial adviser to advise its independent Shareholders on the 
Proposed Whitewash Resolution;

(f) the Company sets out clearly in the Circular: 

(i)  details of the Proposed Acquisition;

(ii)  the possible dilution effect to existing holders of voting rights as a result of KBG acquiring the 
Consideration Shares; 

(iii)  the number and percentage of voting rights in the Company as well as the number of instruments 
convertible into, rights to subscribe for and options in respect of Shares held by KBG and its concert 
parties as at the Latest Practicable Date;

(iv) the number and percentage of voting rights to be issued to KBG under the Proposed Acquisition;

(v)  specific and prominent reference to the fact that Shareholders, by voting for the Proposed Whitewash 
Resolution, are waiving their rights to a general offer from KBG at the highest price paid by KBG and 
its concert parties for the Shares in the past six (6) months preceding the commencement of the offer; 
and

 
(vi) specific and prominent reference to the fact that the issue of the Consideration Shares to KBG under 

the Proposed Acquisition would result in KBG and its concert parties holding Shares carrying over 
49.0% of the voting rights of the Company and that KBG and its concert parties would then be free to 
acquire further Shares without incurring any obligation under Rule 14 of the Code to make a general 
offer.

(g) the Circular states that the waiver granted by the SIC to KBG from the requirement to make a general offer 
under Rule 14 is subject to the conditions stated in sub-paragraphs (a) to (f) above;

(h) the Company obtains the SIC’s approval in advance for those parts of the Circular that refer to the Proposed 
Whitewash Resolution; and

(i) to rely on the Proposed Whitewash Resolution, the acquisition by KBG of the Consideration Shares must be 
completed within three (3) months of the date of approval of the Proposed Whitewash Resolution.

As at the Latest Practicable Date, save for conditions set out under 1.2(a), 1.2(d)(i) and 1.2(i) which are expected to 
be satisfied only at or after the EGM, all the other conditions imposed by the SIC set out above have been satisfied.

We note from the Circular that as at the Latest Practicable Date, KBG did not acquire and will not acquire any 
Shares, instruments convertible into Shares or options in respect of Shares:

(a) during the period between the date of the Announcement and the date on which Independent Shareholders’ 
approval is obtained for the Proposed Whitewash Resolution at the EGM; and

(b) in the six (6) months prior to the date of the Announcement. 

The Independent Shareholders are requested to vote by way of poll, on the Proposed Whitewash Resolution as set 
out as an ordinary resolution in the Notice of EGM, waiving their rights to receive a general offer from KBG for the 
remaining Shares that KBG and its concert parties do not already own, control or have agreed to acquire.

We recommend the Non-Interested Directors to highlight to the Independent Shareholders that:

(i) Shareholders should note that the Proposed Acquisition is conditional, among other things, upon the 
passing of the Proposed Whitewash Resolution by the Independent Shareholders. In view of this, in 
the event that the Proposed Whitewash Resolution is not passed by the Independent Shareholders, 
the Proposed Acquisition will not take place.
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(ii) Independent Shareholders should also note that by voting for the Proposed Whitewash Resolution, 
they will be waiving their rights to receive a general offer from KBG at the highest price paid by KBG 
and its concert parties for the Shares in the six (6) months preceding the allotment and issuance of 
the Consideration Shares.

(iii) Independent Shareholders should note that the allotment and issuance of the Consideration Shares 
to KBG under the Proposed Acquisition would result in KBG and its concert parties holding Shares 
carrying over 49.0% of the voting rights of the Company based on the Enlarged Share Capital, and 
KBG and its concert parties would then be free to acquire further Shares without incurring any 
obligation under Rule 14 of the Code to make a general offer for the Company.

1.3 THE NEW IPT MANDATE

As at the Latest Practicable Date, the Target has existing contracts with KBG and its Associates (being the Mandated 
Interested Persons (defined later)) in the ordinary course of business. 

Following the Proposed Acquisition, the Mandated Interested Persons will become interested persons of the enlarged 
group comprising the Group and the Target upon Completion (“Enlarged Group”), as defined under Chapter 9 
of the Catalist Rules. Accordingly, the performance of the obligations under the existing contracts and the entry 
into any subsequent contracts between the Enlarged Group and the Mandated Interested Persons will constitute 
Interested Person Transactions under Chapter 9 of the Catalist Rules. Further details of the New Interested Person 
Transactions (defined later) and the New IPT Mandate are set out in Section 4 of the Circular.

Accordingly, the Company will be seeking the approval of the Shareholders for the adoption of the New IPT Mandate 
at the EGM. 

2. TERMS OF REFERENCE

ACA has been appointed by the Company to advise the Non-Interested Directors in respect of (i) the Proposed 
Acquisition as an IPT; (ii) the Proposed Whitewash Resolution; and (3) the New IPT Mandate. We were neither a 
party to the negotiations entered into by the Company in relation to the Proposed Acquisition as an IPT, the proposed 
issue and allotment of the Consideration Shares, the Proposed Whitewash Resolution and the proposed adoption of 
the New IPT Mandate (collectively, the “Proposed Transactions”), nor were we involved in the deliberation leading 
up to the decision on the part of the directors of the Company (“Directors”) to enter into the Proposed Transactions. 
We do not, by this Letter or otherwise, advise or form any judgment on the merits of the Proposed Transactions 
contemplated in the Circular for the Group or the possibilities or feasibilities of the completion of the Proposed 
Acquisition or the timing on when the Proposed Acquisition can be completed or whether there are alternative 
transactions available other than to form an opinion, strictly and solely on the bases set out herein on whether: 
(i) the financial terms of the Proposed Acquisition as an IPT (pursuant to Chapter 9 of the Catalist Rules) are on 
normal commercial terms and are not prejudicial to the interests of the Company and its Minority Shareholders; 
(ii) the Proposed Whitewash Resolution is not prejudicial to the interests of the Independent Shareholders when 
considered in the context of the Proposed Acquisition and (iii) whether the review procedures, as set out in Section 
4 of the Circular, for determining transaction prices and/or the terms, are sufficient to ensure that the transactions 
under the New IPT Mandate will be carried out on normal commercial terms and will not be prejudicial to the 
interests of the Company and its Minority Shareholders.
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We have confined our evaluation strictly and solely on the financial terms for the Proposed Acquisition as an IPT, the 
Proposed Whitewash Resolution and have not taken into account the commercial/financial/operational/compliance 
risks and/or merits (if any) of or the timing for the Proposed Transactions contemplated in the Circular including 
the structuring or inter-conditionality of the Proposed Transactions or the validity of any resolution or its feasibility. 
It is not within our scope to opine on the future financial performance or position of the Company or the Group or 
the Target or the Enlarged Group subsequent to the Proposed Acquisition or the proposed adoption of the New 
IPT Mandate or the possibility or probability that the Group or the Target or the Enlarged Group can improve their 
profitability or that the anticipated benefits from the Proposed Acquisition can be realised (as the case may be) or the 
prices at which the Shares would trade after the completion of the Proposed Transactions or the viability, profitability 
and risks of the Proposed Acquisition or the profitability and risks related to the Target’s business operations. In 
addition, our scope does not require us to opine on the ability of the Group or the Target or the Enlarged Group to 
service its borrowings (both principal and interest payment) when it falls due or the adequacy of the working capital 
of the Group, the Target or the Enlarged Group or the ability of the Company or the Group to provide and procure 
any performance bond, insurance, guarantee, indemnity, letters of comfort and other forms of financial instrument 
or security in support of the contractual and financial obligations of the Target with third parties within such period 
as stipulated in the Sale and Purchase Agreement. Such evaluation or comment remains the responsibility of the 
Directors and the management (“Management”) of the Company or where applicable the directors of the Target 
(“Target Directors”) and the management of the Target (“Target Management”) although we may draw upon their 
views or make such comments in respect thereof (to the extent deemed necessary or appropriate by us) in arriving 
at our view as set out in this Letter.
  
In addition, our terms of reference do not require us to evaluate or comment on the strategic or commercial/
financial/legal/operational/compliance merits of the New IPT Mandate (including the reliability of the sources for the 
transactions as well as the pricing as compared to third party sources) or on the future prospects or value of the 
Company or the Group or the Enlarged Group following the completion of the Proposed Acquisition. In addition, we 
are not required to comment and have not commented on the reliability as well as the implementation of the system 
for review and monitoring of the Interested Person Transactions. In addition, we do not and are not required to 
determine or confirm the nature or the types of Interested Person Transactions or the Mandated Interested Persons 
or the disclosure of the Interested Person Transactions that the Company or the Group or the Enlarged Group 
or KBG is involved in. Although, there are certain controls and procedures in determining Mandated Interested 
Persons, we are not required to and had not commented on or evaluated the methods or the procedures for 
determining Mandated Interested Persons. Likewise we are not required to comment on or evaluate the methods or 
procedures used by the Company in the context of possible changes in the nature of operations. Such evaluations 
or comments remain the sole responsibility of the Directors and Management.

In the course of our evaluation, we have held discussions with certain Directors and the Management as well as, 
where applicable, the Target Directors and the Target Management, inter alia, regarding their assessment of the 
rationale for the Proposed Acquisition as an IPT, the Proposed Whitewash Resolution and the proposed adoption 
of the New IPT Mandate as well as the existing and future processes or procedures for the Company in connection 
with IPT, the Group and/or the Enlarged Group, and have examined publicly available information collated by us 
including the audited financial statements as well as information including material information or developments 
pertaining to the Company, the Group, and the Target where applicable (both written and verbal), provided to 
us by the Directors and Management or where applicable the Target Directors and the Target Management and 
professional advisers of the Company, including its consultants or advisers or solicitors or auditors. We have not 
independently verified such information but have made such reasonable enquiries and used our judgement as we 
deemed necessary on the reasonable use of such information and have found no reason to doubt the accuracy or 
reliability of the information. Accordingly, we cannot and do not expressly or impliedly represent or warrant, and do 
not accept any responsibility for, the accuracy or completeness or adequacy of such information or the manner it 
has been classified or presented or the basis of any valuations.

We have relied upon the assurance of the Directors and Management that all statements of fact, belief, opinion and 
intention made by the Directors and the Management in the Circular as well as their announcements and annual 
reports have been reasonably made after due and careful enquiry. Likewise, we have relied upon the assurance 
that all statements of fact, belief, opinion and intention made by the Target Directors or Target Management, to 
the best of their knowledge and beliefs have been reasonably made after due and careful enquiry. Accordingly, no 
representation or warranty, expressed and implied, is made and no responsibility is accepted by us concerning the 
accuracy or completeness or adequacy of such information or statements of facts or belief or opinion or intention.
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Our evaluation is based solely on publicly available information and other information provided by the Company 
as well as the economic and market conditions prevailing as at the Latest Practicable Date, and therefore does 
not reflect expected financial performance after the financial statements for the financial year ended 31 December 
2015 (“FY2015”) for the Group and for the Target. The scope of our appointment does not require us to express, 
and we do not express and have not commented on or assessed the expected future performance or prospects of 
the Company or the Group or the Target or the Enlarged Group after the completion of the transactions stipulated 
in the Circular. Accordingly, our evaluation and opinion and recommendation do not and cannot take into account 
future or prospective performance of the Company or the Group or the Target or the Enlarged Group and neither 
are we responsible for it. We are therefore not expressing any view herein as to the prices at which the Shares may 
trade upon completion or rejection of the Proposed Transactions (in part or in full) or voting for or voting against 
the Proposed Acquisition or the other transactions or resolutions stipulated in the Circular (if any) or on the future 
financial performance of the Company or the Group or the Target or the Enlarged Group or the plans (if any) for 
each of them. Estimates or analysis or evaluation of the merits of the Company or the Group or the Target or the 
Enlarged Group or the Proposed Acquisition as an IPT, or the Proposed Whitewash Resolution or the proposed 
adoption of the New IPT Mandate if any, in this Letter are necessarily limited and we do not warrant or represent 
that it is complete or in entirety. 

Our scope does not require us and we have not made any independent evaluation or appraisal of the assets and 
liabilities (including without limitation, property, plant and equipment) or contracts entered into by the Company or 
the Group or the Target and we have not been furnished with any such evaluation and appraisal in respect of assets 
and liabilities (if any) held or contracts entered into by the Group or the Target save for the valuation report dated 
28 March 2016 (“Valuation Report”) issued by Asian Appraisal Co Pte Ltd (the “Valuer”) in respect of the market 
value of the Target’s lands and buildings and plants and machineries (“Appraised Assets”) as at 31 December 
2015 (“Valuation Date”). With respect to such valuation, we are not experts in the evaluation or appraisal of assets 
and liabilities (including without limitation, property, plant and equipment) including, inter alia the contracts that the 
Group or the Target has embarked upon or are about to embark upon and have relied on the opinion of the Directors 
or the Target Directors and the financial statements (audited and unaudited) of the Group and the Target, where 
applicable for the assessment. 

The Directors are of the opinion that to the best of their knowledge and beliefs, based on the confirmation from the 
Management, the values of the assets and liabilities as well as the financial performance or condition or position 
of the Company and the Group as reflected in the full year audited financial statements for financial year ended 31 
December 2014 (“FY2014”) and FY2015 for the Company and the Group are true and fair in any material aspect. In 
addition, the Directors confirmed that to the best of their knowledge and beliefs, such information is true, complete 
and accurate in all respects and that there is no other information or fact inter alia the valuation or appraisal of 
assets and liabilities, the contracts that the Group has embarked upon or are about to embark upon, the omission 
of which would render those statements or information to be untrue, inaccurate, incomplete or misleading in any 
material aspect. 

The Target Directors are of the opinion that to the best of their knowledge and beliefs, based on the confirmation from 
the Target Management, the values of the assets and liabilities as well as the financial performance or condition or 
position of the Target as reflected in the full year audited financial statements for FY2014 and FY2015 for the Target 
are true and fair in any material aspect. In addition, the Target Directors confirmed that to the best of their knowledge 
and belief, such information is true, complete and accurate in all respects and that there is no other information or 
fact inter alia the valuation or appraisal of assets and liabilities including, inter alia the contracts that the Target has 
embarked upon or are about to embark upon, the omission of which would render those statements or information 
to be untrue, inaccurate, incomplete or misleading in any material aspect. Our views, opinion and recommendations 
are thus limited and subject to these matters as well as others mentioned in the Letter.

The Directors and the Target Directors further confirmed that to the best of their knowledge and beliefs as at 
the Latest Practicable Date and save for matters disclosed in this Letter, the audited financial statements for the 
Group and the Target for FY2015, there has been no material changes to the Group’s and the Target’s assets and 
liabilities, financial position, condition and performance.
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Our opinion in this Letter is based on economic, market, industry, monetary and other conditions (if applicable) in 
effect on, and the information provided to us, as of the Latest Practicable Date. Accordingly, the bases or assumptions 
and likewise our views or opinion or recommendation may and do change in the light of these developments which, 
inter alia, include general as well as company specific or industry specific conditions or sentiments or factors. Non-
Interested Directors (as well as Independent Shareholders who would be receiving the Circular and this Letter 
enclosed with the Circular) should note that our evaluation is based solely on publicly available information, and 
other information provided by the Company, the Directors as well as those disclosed in the Circular as well as 
the economic and market conditions prevailing as at the Latest Practicable Date, and therefore does not reflect 
expected financial performance after the relevant financial year end or interim financial period for the Company 
or the Group or the Target or developments both macro and company specific and that these factors do and will 
necessarily affect the evaluation of the Proposed Acquisition as an IPT, the Proposed Whitewash Resolution, the 
New IPT Mandate and our recommendation or opinion or views. Likewise this Letter outlines some of the matters or 
bases or factors or assumptions which we have used in our assessment and is a summary. They are by no means 
exhaustive or a reproduction of all the matters or bases or factors or assumptions etc. which we have used in our 
assessment. 

The Directors have jointly and severally accepted full responsibility, as set out in the Circular, for the truth, accuracy 
and completeness of the information and representations as provided by the Directors and contained therein. The 
Directors have confirmed to ACA to the best of their knowledge and belief, that all material information including 
but not limited to plans or prospects or proposals or rationale involving the Proposed Acquisition or the Proposed 
Whitewash Resolution or the New IPT Mandate or the other transactions stipulated in the Circular or issue or 
changes to its capital structure, available to them and the Management in connection with the Proposed Acquisition 
or the Proposed Whitewash Resolution or the New IPT Mandate or such other transactions as described in the 
Circular or such other parties has been disclosed to ACA and included in the Circular, that such information is 
true, complete and accurate in all material aspects and that there is no other information or fact including the 
expected future performance or future growth prospects or plans of the Company or the Group, the omission of 
which would result in the facts stated and the opinions expressed by the Directors in the Circular to be untrue, 
inaccurate or incomplete in any respect or misleading in any material aspect. Accordingly, no representation or 
warranty, expressed or implied, is made and no responsibility is accepted by ACA concerning the truth, accuracy, 
completeness or adequacy of such information or facts.

The scope of our appointment does not require us to express, and we do not express, a view on the future growth 
prospects of the Company or the Group or the Enlarged Group before and after the transactions stipulated in 
the Circular or the Proposed Acquisition or the Proposed Whitewash Resolution or the New IPT Mandate. We 
are therefore not expressing any view herein as to the prices at which the Shares may trade upon completion or 
rejection of the Proposed Acquisition or the Proposed Whitewash Resolution or the New IPT Mandate or the other 
transactions or resolutions stipulated in the Circular or voting for or voting against the Proposed Acquisition or the 
other transactions or resolutions stipulated in the Circular or on the future financial performance of the Company or 
the Group or the plans (if any) for each of them.

We have further assumed that all statements of fact, belief, opinion and intention made by the Directors and the 
Management to the best of their knowledge and beliefs in the Circular and that all representations and undertakings 
from the Directors to us on the continuance of the system for Interested Person Transactions, have been reasonably 
made after due and careful enquiry. Accordingly, no representation or warranty, express or implied, is made and 
no responsibility is accepted by us concerning the accuracy, completeness or adequacy of such information. In 
addition, we are not able to and are not required to ascertain the efficiency of the respective markets for the 
transactions and the impact of any efficiency on the pricing for the Interested Person Transactions. We relied on the 
Directors’ representation and have assumed for the purposes of this Letter that there are transactions with other 
third parties similar to the Interested Person Transactions and that it would be possible to determine the market 
prices and terms. For transactions where the appropriate information for comparative purposes is not available 
or prevailing market rates or prices are not available due to the types of the product to be sold or service to be 
provided, we have relied on the Directors’ representation that it is possible to determine the pricing for such products 
to be bought or services to be obtained from the Interested Persons in accordance with the Group’s and/or the 
Enlarged Group’s usual business practices (as modified from time to time taking into account market, business 
conditions and competition) and pricing policies, at margins to be paid by the Group and/or the Enlarged Group 
for the same or substantially similar type of product or services with unrelated third parties. In determining the 
transaction price payable to the Interested Persons for such products or services, factors such as, but not limited 
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to, delivery schedules, previous supply of services and pricing, credit terms, profit margins, pricing policies, quality, 
track record, experience, expertise, nature of transactions, customer requirements, specifications, contract duration, 
prevailing market conditions and strategic purposes of the transactions, will be taken into account. Thus, we have 
also relied on the Directors’ representation that the prices and/or other terms are in accordance with usual business 
practices and pricing policies and with the usual margins and/or terms to be obtained for the same or substantially 
similar types of transactions to determine whether the relevant transaction is undertaken at an arm’s length and 
on normal commercial terms and without prejudicing the interests of the Company and the minority Shareholders. 

In rendering our opinion and giving our recommendation, we have not had regard to the general or specific investment 
objectives, financial situation, tax position, risk profiles or unique needs and constraints of any individual Independent 
Shareholder. As different Independent Shareholders would have different investment profiles and objectives, we 
would advise the Non-Interested Directors to recommend that any individual Independent Shareholder who may 
require advice in the context of his specific investment portfolio, including his investment in the Company, consult 
his stockbroker, bank manager, solicitor, accountant, tax adviser or other professional adviser immediately.

Accordingly, any factor or assumption or basis as well as the relative emphasis on any matter set out in this Letter 
on the Proposed Acquisition, the Proposed Whitewash Resolution or the New IPT Mandate or the Company or the 
Group or the Target or the Enlarged Group or the Shares, and the Company’s warrants which we used or may have 
used may differ from the relative emphasis accorded by any individual Independent Shareholder or Non-Interested 
Director, and as such the Non-Interested Directors are advised to highlight to Independent Shareholders as well as 
note for themselves that any reliance on our opinion or view or assessment, is subject to the contents of this Letter 
in its entirety. In addition, ACA will not be responsible or required to provide an updated assessment or opinion or 
views on the Proposed Acquisition as an IPT or the Proposed Whitewash Resolution or the New IPT Mandate or its 
recommendation, following the date of the issue of this Letter.

This Letter is addressed to the Non-Interested Directors in connection with and for the sole purposes of their 
evaluation of the financial terms of the Proposed Acquisition as an IPT, the Proposed Whitewash Resolution and 
the proposed adoption of the New IPT Mandate. Whilst a copy of this Letter may be included in the Circular, neither 
the Company nor the Directors nor Shareholders, may reproduce, disseminate or quote from this Letter (or any 
part thereof) for any other purpose at any time and in any manner without the prior written consent of ACA in each 
specific case, except at the forthcoming EGM and for the sole purpose of the Proposed Acquisition as an IPT, the 
Proposed Whitewash Resolution and the New IPT Mandate. In addition, any references to our Letter or opinion or 
views or recommendation, should not be made except with our prior consent in writing and even if made with our 
prior consent in writing, shall be subject to the contents of this Letter in its entirety, inter alia, the matters, conditions, 
assumptions, limitations, factors and bases as well as our terms of reference for this Letter.

3. THE PROPOSED ACQUISITION

3.1. INFORMATION ABOUT THE PROPOSED ACQUISITION

Subject to the terms and conditions of the Sale and Purchase Agreement, the Company has agreed to purchase, 
and the Vendor has agreed to sell, the Sale Shares, free from any charge, pledge, lien or other encumbrances, and 
together with all rights, benefits and entitlements attaching thereto, for an aggregate consideration of S$19,011,000 
(“Consideration”).

The Company shall not be obliged to complete the purchase of any of the Sale Shares unless the purchase of all 
the Sale Shares is completed simultaneously.

3.2. PRINCIPAL TERMS OF THE PROPOSED ACQUISITION

The principal terms the Proposed Acquisition can be found in Section 2.1.4 of the Circular. The principal terms of 
the Proposed Acquisition have been extracted from the Circular and are set out in italics below. We recommend 
that Independent Shareholders read those pages of the Circular carefully. Unless otherwise defined or the context 
otherwise requires, all terms defined in the Circular shall have the same meaning herein.
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“2.1.4. Principal terms of the Proposed Acquisition

A) Sale Shares

The Sale Shares will be acquired by the Company free from all encumbrances or third party
interests together with all rights and bene ts of any nature attached thereto as at the Completion
Date and thereafter attaching thereto, including but not limited to all dividends or distributions
which may be paid, declared or made in respect thereof at any time on or after the Completion
Date. Under the Sale and Purchase Agreement, the Company acknowledges and agrees with
the Vendor that the Target may, prior to Completion, declare and pay dividends of an amount not
e ceeding S . million to the Vendor in respect of the si ) months ended December
or such other period commencing after une and ending prior to the Completion Date as

may be determined by the Target).

B) Consideration

In accordance with the Sale and Purchase Agreement, the consideration for the Sales Shares is
S , , the “Consideration”) which shall be satisfied in full by the allotment and issuance
of , , new Shares by the Company to the Vendor and or its designated nominees) at
the Issue Price the “Consideration Shares”) upon Completion.

The Vendor shall irrevocably renounce its right to receive the Consideration Shares in favour of
KBG or such other party in the KBG Group as it may deem fit on the Completion Date.

The Company intends to seek the specific approval of Shareholders for the allotment and issue of
the Consideration Shares at the GM in accordance with Rules ) of the Catalist Rules and
Section of the Companies Act.
 
The Consideration Shares, when allotted and issued, shall be credited as fully-paid Shares free 
from any and all encumbrances and shall rank pari passu in all respects with and carry all rights 
similar to the Shares in issue as at the Completion Date, e cept that they will not rank for any 
dividend, right, allotment or other distributions, the record date for which falls on or before the date 
of issue of the Consideration Shares.

The Issue Price represents the V AP of S .  for each Share for trades done on the SG -
ST for the si  ) month period prior to and including  anuary , being the last market day 
immediately preceding the date of the Sale and Purchase Agreement on which the Shares were 
traded on the Catalist. 
 
The Consideration was determined taking into consideration  

a) the unaudited AV and TA of the Target as at  une  

b)  the operating track record of the Target  and

c)  the rationale for the Proposed Acquisition as set out in Section . .  above.

The Consideration Shares represent appro imately .  of the isting Share Capital. 

The Consideration Shares represent appro imately .  of the nlarged Share Capital of the 
Company immediately upon Completion.

C) Conditions Precedent

Completion is conditional upon, among other things, the following conditions having been fulfilled 
or waived in accordance with the terms of the Sale and Purchase Agreement  
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a)  the completion of a due diligence e ercise by the Company and or its appointed advisers 
on the Target, and the results of such due diligence being satisfactory in the reasonable 
opinion of the Company the “Due Diligence Information”)  

b)  the approval of the Independent Shareholders being obtained at the GM for the Proposed 
Acquisition and all transactions contemplated under the Sale and Purchase Agreement, 
including

i)  the allotment and issuance of the Consideration Shares  and

ii)  the Proposed hitewash Resolution

c)  the allotment and issuance of the Consideration Shares not being prohibited by any 
statute, order, rule or regulation promulgated by any legislative, e ecutive or regulatory 
body or authority in Singapore or in any other jurisdiction

d)  there being no Material Adverse Change or events, acts or omissions reasonably likely to 
lead to a Material Adverse Change in relation to the Target or the Company as the case 
may be)

e)  the Sale Shares being held by the Vendor as at the Completion Date

f)  the receipt of the hitewash aiver from the SIC in favour of the Vendor, KBG and parties 
acting in concert with them in respect of their obligation to make a mandatory general offer 
for the Shares under Rule  of the Code as a result of the allotment and issue to the 
Vendor and or its designated nominees, including KBG) of the Consideration Shares, and 
where such waiver is granted subject to any conditions, such conditions being acceptable 
to the Vendor and or its designated nominees) and KBG

g)  the ruling obtained from the SG -ST on  October  that the Proposed Acquisition 
does not constitute a proposal for restructuring or spin-off falling within the ambit of the 
SG -ST’s Regulator’s Columns issued on  ebruary  and  ebruary  which 
set out the requirements and considerations for restructuring and spin-off proposals by 
companies listed on the SG -ST) or a chain listing falling within Rule ) of the Listing 
Manual) not being revoked, repealed or amended and being in full force and effect as at 
the Completion Date

h)  save as disclosed in the disclosure letter from the Vendor to the Company and the Due 
Diligence Information, each of the representations, warranties and undertakings of the 
Company and the Vendor remaining true and correct in all material aspects at all times 
from signing of the Sale and Purchase Agreement until and including) the Completion 
Date

i)  the receipt of all necessary approvals, consents and waivers from the SG -ST and or 
the Sponsor required to complete the Sale and Purchase Agreement and all transactions 
contemplated therein, including i) approval for the circular to be issued by the Company 
in relation to the Proposed Acquisition, and ii) the receipt of the listing and quotation 
notice in respect of the listing and quotation of the Consideration Shares on Catalist being 
obtained. If such approvals, consents and waivers are obtained subject to any conditions 
and where such conditions affect any party, such conditions being acceptable to the party 
concerned, and if such conditions are required to be fulfilled before Completion, such 
conditions being fulfilled before Completion  

j)  the receipt of all necessary approvals, waivers and consents if any) from the relevant 
parties under any financing or security agreements or arrangements entered into by 
the Target including, without limitation, those required for the release and discharge 
of any Vendor Securities contemplated under Clause . .  of the Sale and Purchase 
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Agreement), and where such consent, waiver or approval is subject to any conditions, 
such conditions being reasonably acceptable to the parties, and if such conditions are 
required to be fulfilled on or before Completion, such conditions being fulfilled before 
Completion and such approvals, consents or waivers not being revoked or repealed on or 
before Completion

k)  all other necessary consents, approvals and waivers being granted for all transactions 
contemplated under the Sale and Purchase Agreement, not being withdrawn or revoked 
by third parties, including without limitation, government bodies, stock e changes and 
other relevant authorities having jurisdiction over the transactions contemplated therein, 
and if such approvals, consents and waivers are obtained subject to any conditions and 
where such conditions affect any party, such conditions being acceptable to the party 
concerned, and if such conditions are required to be fulfilled before Completion, such 
conditions being fulfilled before Completion  and

l)  the Sale and Purchase Agreement and all transactions contemplated therein not being 
prohibited or restricted by the laws of Singapore.

D) Long-Stop Date

If any of the conditions precedent as set out in Section . . C) above are not fulfilled or waived 
by the Company or the Vendor by  une  or such other date as may be mutually agreed 
in writing by the parties), the provisions of the Sale and Purchase Agreement shall cease 
and determine save for certain provisions relating to, inter alia, confidentiality, restriction on 
announcements, costs, governing law and arbitration), and none of the parties shall have any 
claim against the other for costs, damages, compensation or otherwise, save in respect of any 
antecedent breach of the Sale and Purchase Agreement.”

3.3. THE PROPOSED ACQUISITION AS AN INTERESTED PERSON TRANSACTION

We note from Section 2.6.3 of the Circular, that pursuant to the Sale and Purchase Agreement, the Vendor is 
an “interested person” for the purpose of Chapter 9 of the Catalist Rules as it is an Associate of KBG which is a 
Controlling Shareholder of the Company. As at the Latest Practicable Date, KBG holds approximately 41.0% of the 
Shares. 

Accordingly, the Proposed Acquisition would constitute an interested person transaction within the ambit of Chapter 
9 of the Catalist Rules.

Under Chapter 9 of the Catalist Rules, Shareholders’ approval is required for an interested person transaction of a 
value equal to, or exceeding, 5.0% of the Group’s latest audited NTA.

The value of the Proposed Acquisition (being the amount at risk to the Company) is the Consideration of 
S$19,011,000. The Group’s latest audited NTA attributable to owners of the Group as at 31 December 2015 is 
S$8,097,000. As the value of the Proposed Acquisition is approximately 234.8% of the Group’s latest audited 
NTA, the Proposed Acquisition is subject to the approval of the Independent Shareholders at the EGM and an 
independent financial adviser is required to be appointed to advise the Non-Interested Directors on whether the 
transaction is carried out on normal commercial terms and whether it is prejudicial to the interests of the Company 
and its Minority Shareholders. 

4. INFORMATION ON KBG, THE TARGET AND THE VENDOR 

Information on KBG and the Target as well as the Vendor can be found in Sections 2.1.1 and 2.1.2 of the Circular 
respectively. 
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5. EVALUATION OF THE PROPOSED ACQUISITION AS AN IPT AND THE PROPOSED WHITEWASH 
RESOLUTION

In assessing the financial terms of the Proposed Acquisition as an IPT and for the purpose of the Proposed 
Whitewash Resolution, we have taken into account the following pertinent factors as well as others as set out in this 
Letter, which we consider as having a significant bearing on our assessment:

(i) Financial performance and position of the Group and the Target;

(ii) NAV and NTA of the Group and the Target;

(ii) Market quotation and trading activity for the Shares;

(iii) Relative valuation analysis for the Group and the Target;

(iv) Analysis of comparable transactions;

(vii) Financial effects of the Proposed Acquisition; and

(viii) Other considerations.

These factors are discussed in greater detail in the ensuing sections. 

We have applied certain valuation ratios in assessing the reasonableness of the Consideration and the Issue Price. 
A brief description of such valuation ratios are as follows:–

(i)  EV/EBITDA “EV” or “Enterprise Value” is defined as the sum of a company’s market 
capitalisation, preferred equity, minority interests, short term and long term 
debts less its cash and cash equivalents. “EBITDA” stands for earnings before 
interest, tax, depreciation and amortisation but after share of associates’ and 
joint ventures’ income but excluding exceptional items.

The “EV/EBITDA” multiple is an earnings-based valuation methodology that 
does not take into account the capital structure of a company as well as its 
interest, taxation, depreciation and amortisation charges. Therefore, it serves 
as an illustrative indicator of the current market valuation of the business of a 
company relative to its pre-tax operating cash flow and performance.

(ii)  Price-to-Earnings (“PER”) The PER is a widely used earnings-based valuation methodology that illustrates 
the ratio of the current market price of a company’s shares relative to its net 
earnings per share. Unlike the EV/EBITDA multiple, the PER is based on the net 
earnings attributable to shareholders after interest, taxation, depreciation and 
amortisation expenses. As such, the PER is affected by the capital structure of 
a company, tax position as well as its depreciation and goodwill policies.

(iii)  Price-to-NTA (“P/NTA”) The P/NTA ratio is the ratio of the relevant prices of the shares to the net 
tangible asset value of the relevant companies. It is an asset-based valuation 
methodology that illustrates the ratio of the current market valuation of a company 
relative to its asset backing as measured in terms of its NTA value. The NTA of 
a company provides an estimate of its value assuming a hypothetical sale of all 
its tangible assets, the proceeds of which are first used to repay the liabilities 
and obligations of that company with the balance available for distribution to its 
shareholders. The NTA-based approach is widely used for valuing the shares 
of property-based companies as their tangible asset backings are perceived as 
providing support for the value of their shares.
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(iv)  Price-to-NAV (“P/NAV”) The P/NAV ratio is the ratio of the relevant prices of the shares to the net asset 
value of the relevant companies. It is an asset-based valuation methodology 
that illustrates the ratio of the current market valuation of a company relative 
to its tangible and intangible asset backing as measured in terms of its NAV 
value. The NAV of a company provides an estimate of its value assuming a 
hypothetical sale of all its tangible and intangible assets, the proceeds of which 
are first used to repay the liabilities and obligations of that company with the 
balance available for distribution to its shareholders. 

In assessing the Proposed Acquisition as an IPT and the Proposed Whitewash Resolution, we have taken into 
account the following pertinent factors (as well as others in this Letter), which we consider will have a significant 
bearing on our assessment.

5.1. FINANCIAL PERFORMANCE AND POSITION OF THE GROUP AND THE TARGET

5.1.1. FINANCIAL PERFORMANCE AND POSITION OF THE GROUP

The following are extracts from the audited consolidated financial statements of the Group for FY2015, FY2014, and 
the financial period from 1 July 2012 to 31 December 2013 (“FP2013”):-

Summary of consolidated income statement 

Figures in S$’000
Audited 
FY2015

Audited 
FY2014

Audited 
FP2013(2)

Revenue 44,782 44,384 70,722
Cost of sales (37,063) (38,771) (65,415)
Gross Profit 7,719 5,613 5,307
Profit/(Loss) before tax 4,485 1,474 (10,306)
Profit/(Loss) after tax 2,930 1,109 (11,067)
Profit/(Loss) after tax attributable to 

equity holders of the Company 2,086 424 (11,114)

Summary of consolidated statements of financial position  

Figures in S$'000  
Audited 
FY2015

Audited
FY2014

Audited 
FP2013(2)

Non–current assets 11,228 12,020 11,721
Current assets 33,608 30,909 27,023
Non–current liabilities – – 1,195
Current liabilities 26,825 26,024 21,538
Equity attributable to equity holders of the Company 14,954 14,157 13,875
Total borrowings 1,800 2,709 5,017
Net working capital  6,783 4,885 5,485

Summary of consolidated statements of cash flows
  

Figures in S$'000
Audited 
FY2015

Audited 
FY2014

Audited 
FP2013(2)

Net cash generated from / (used) in operating activities 7,522 (1,682) 2,009
Net cash used in investing activities (2) (24) (43)
Net cash generated from / (used) in financing activities 1,347 (2,491) 4,942
Net increase/(decrease) in cash and cash equivalents 8,867 (4,197) 6,908
Effect of currency translation on cash and cash equivalents (575) 142 (168)
Cash and cash equivalents at end of period 14,609 6,317 10,372
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Notes:

) igures and computation presented in this section are subject to rounding.

) During P , the Company changed its financial year end from  une to  December to coincide with that of its 
immediate and ultimate holding corporation, KBG. As such, the Group’s audited financial statements for P  and all 
other relevant financial information pertaining to the Group are presented for the period starting from  uly  to  
December .

We note the following:-

(i) The Group’s revenue is derived primarily from the following two main business segments, namely: (a) water 
and wastewater treatment and hydro-engineering and (b) bio-refinery and bio-energy. The nature of contract 
revenue streams mainly comprised engineering, procurement and constructions services for water and 
wastewater treatment, hydro-engineering, bio-refinery and bio-energy projects.

It is noted that the Group’s revenue amounted to approximately S$70.7 million and S$44.4 million in 
FP2013 and FY2014 respectively. We note from the Group’s annual report for FY2014 (“AR2014”) that the 
Group’s revenue of approximately S$44.4 million in FY2014 represents a decrease of approximately 5.8% 
as compared with an annualised year-on-year basis with the previous corresponding period. The Group’s 
revenue increased slightly from approximately S$44.4 million in FY2014 to approximately S$44.8 million in 
FY2015 which was mainly due to an increase in revenue derived from the water and wastewater treatment 
segment. For FY2015, the Group’s revenue from the water and wastewater treatment segment increased by 
approximately 64.6% to approximately S$10.2 million whilst the Group’s revenue from the bio-refinery and 
bio-energy segment declined by approximately 9.4% to approximately S$34.6 million.

Total operating expenses (comprising selling and distribution expenses and administrative expenses) 
amounted to approximately S$11.8 million, $4.0 million, and S$5.5 million in FP2013, FY2014, and FY2015 
respectively. The high total operating expenses in FP2013 was mainly due to allowance for impairment of 
trade receivables of approximately S$2.6 million and additional 6 months expenses incurred. The selling and 
distribution expenses in FY2015 amounted to approximately S$1.1 million and comprised mainly allowances 
made for doubtful trade receivables of approximately S$0.7 million.  

The Group reported loss after tax attributable to equity holders of the Company for FP2013 of approximately 
S$11.1 million, whilst for FY2015 and FY2014 the Group reported profit after tax attributable to equity holders 
of the Company of approximately S$2.1 million and S$0.4 million respectively. We note that the Group 
reported significant loss after tax attributable to equity holders of the Company of approximately S$11.1 
million in FP2013 mainly due to a goodwill impairment charge of approximately S$4.4 million, allowances 
made for doubtful trade receivables of approximately S$2.6 million and for foreseeable losses on certain 
projects of approximately S$0.6 million. The Group’s higher profit after tax of approximately S$2.9 million for 
FY2015 was supported by net foreign exchange gains of approximately S$2.1 million. In the event that the 
net foreign exchange gains are excluded (on the assumption of no changes or movements to the respective 
currencies during the financial year), the Group would have recorded profit after tax of approximately S$0.8 
million for FY2015.

(ii) The Group’s net working capital position has been in the positive region during the financial periods reviewed 
and it had declined from approximately S$5.5 million as at 31 December 2013 to approximately S$4.9 million 
as at 31 December 2014 and subsequently improved to approximately S$6.8 million as at 31 December 
2015. The decline in net working capital between 31 December 2013 and 31 December 2014 was mainly due 
to the increase in trade and other payables whilst the subsequent improvement during FY2015 was mainly 
due to the increases in cash and cash equivalents (amounted to S$16.0 million as at 31 December 2015) 
and amount due from customers on construction contracts (amounted to S$1.3 million as at 31 December 
2015).

(iii) The Group shareholders’ equity increased from approximately S$13.9 million as at 31 December 2013 
to approximately S$14.2 million and S$15.0 million as at 31 December 2014 and 31 December 2015 
respectively mainly due to profits after tax attributable to equity holders of the Company for FY2014 and 
FY2015.
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(iv) The Group’s total borrowings decreased from approximately S$5.0 million as at 31 December 2013 to 
approximately S$2.7 million and S$1.8 million as at 31 December 2014 and 31 December 2015 respectively 
due to repayments of the bank borrowings and loan from a shareholder. The Group’s ratio of total borrowings 
to shareholders’ equity stood at a low 0.1 time as at 31 December 2015. The Group’s cash and cash 
equivalent amounted to approximately S$16.0 million as at 31 December 2015, which is substantially higher 
than its total borrowings. 

(v) The Group’s net cash flow from operating activities were negative S$1.7 million in FY2014. However, the 
Group generated positive net cash flow from operating activities of approximately S$7.5 million in FY2015.

(vi) We note that in general the financial performance and position of the Group had improved since KBG 
acquired a controlling interest in the Group in 2013.

The Directors further confirmed that as at the Latest Practicable Date and save for matters disclosed in this 
Letter and the audited financial statements for the Group for FY2015, there has been no material changes 
to the Group’s assets and liabilities, financial position, condition and performance. 

5.1.2. FINANCIAL PERFORMANCE AND POSITION OF THE TARGET 

The extracts from the audited financial statements of the Target for FY2015, FY2014 and FY2013 are presented in 
the table below. 

Summary of income statement 

Figures in S$’000
Audited 
FY2015

Audited 
FY2014

Audited 
FY2013

Revenue 152,176 120,868 136,282
Cost of sales (147,606) (114,817) (130,481)
Gross Profit 4,570 6,051 5,801
Profit before tax 1,144 2,333 2,617
Profit after tax 608 2,111 2,779

Summary of  statements of financial position  

Figures in S$'000 Audited 
FY2015

Audited 
FY2014

Audited 
FY2013

Non-current assets 20,680 30,722 20,933 
Current assets 74,884 127,769 103,601 
Non-current liabilities 4,131 5,566 4,533 
Current liabilities 72,338 122,261 90,150 
Shareholders’ equity 19,096 30,663 29,850
Total borrowings 1,650 61,152 11,316 
Net working capital 2,546 5,507 13,451 

Summary of  statements of cash flows
  
 Figures in S$'000 Audited 

FY2015
Audited 
FY2014

Audited 
FY2013

Net cash from/(used) in operating activities (13,530) (245) 4,029
Net cash from/(used) in investing activities (19) (10,166) (6,992)
Net cash generated from / (used) in financing activities (12,352) 48,031 (3,371)
Net increase/(decrease) in cash and cash equivalents (25,901) 37,621 (6,334)
Cash and cash equivalents at end of period 16,224 42,125 4,505

Note:

) igures and computation presented in this section are subject to rounding.
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We note the following:-

(i) The Target is engaged in the business of building and civil engineering construction, ranging from design and 
build to general construction for residential, commercial and institutional buildings, as well as infrastructure 
works and derives its revenue mainly from building and civil engineering contracts. 

The Target has been profitable and reported profit after tax for the period reviewed (being FY2013 to 
FY2015). However, it is noted that both gross profit and profit after tax margins for the Target have declined 
for the period reviewed. The Target’s gross profit margins declined from approximately 4.3% and 5.0% in 
FY2013 and FY2014 respectively to approximately 3.0% in FY2015. The Target’s profit after tax margins 
declined from approximately 2.0% in FY2013 to approximately 1.7%, and 0.4% in FY2014 and FY2015 
respectively. In nominal terms, the Target’s profit after tax declined from approximately S$2.8 million in 
FY2013 to approximately S$2.1 million and S$0.6 million in FY2014 and FY2015 respectively. 

(ii) The Target’s revenue amounted to approximately S$136.3 million in FY2013 and subsequently declined to 
approximately S$120.9 million in FY2014. For FY2015, the Target’s revenue amounted to approximately 
S$152.2 million representing an increase of approximately 25.9% of its revenue for FY2014. For illustrative 
purpose only, the Target’s revenue for FY2014 and FY2015 is approximately 2.7 times and 3.4 times 
respectively of the Group’s revenue for FY2014 and FY2015 respectively.  

Total operating expenses (comprising selling and distribution expenses and administrative expenses) 
declined from approximately S$3.9 million in FY2013 to approximately S$3.8 million and S$3.5 million in 
FY2014 and FY2015 respectively. The decline in the total operating expenses for FY2015 was due to lower 
selling and distribution expenses (declined from approximately S$0.4 million in FY2014 to approximately 
S$0.2 million in FY2015) and lower administrative expenses (declined from approximately S$3.4 million 
in FY2014 to approximately S$3.2 million in FY2015). The lower administrative expenses in FY2015 as 
compared to the previous financial year was mainly due to lower expenses in connection with salaries and 
wages. 

Finance expenses amounted to approximately S$0.2 million in FY2013 and subsequently increased 
substantially to approximately S$1.4 million and S$2.8 million in FY2014 and FY2015 respectively due to 
loan from the ultimate holding corporation of S$50 million in FY2014 which was subsequently settled in 
FY2015. 

Other income and gains (comprising inter alia, interest income, gain on disposal of property, plant and 
equipment, gain on disposal of financial assets and foreign exchange gain) increased from approximately 
S$1.2 million in FY2013 to approximately S$1.9 million and S$3.2 million in FY2014 and FY2015 
respectively. Other income and gains in FY2014 comprised mainly interest income from related corporations 
of approximately S$0.9 million, fair value gain on financial assets of approximately S$0.6 million, interest 
income from available-for-sale financial assets of approximately S$0.2 million and interest income from bank 
deposits of approximately S$0.1 million. Meanwhile, other income and gains in FY2015 comprised mainly 
interest income from related corporations of approximately S$1.2 million, fair value gain on financial assets 
of approximately S$0.6 million, interest income from available-for-sale financial assets of approximately 
S$0.5 million, interest income from bank deposits and others of approximately S$0.4 million and net foreign 
exchange gain of approximately S$0.3 million. 

(iii) The Target’s total assets amounted to approximately S$95.6 million as at 31 December 2015 comprised non-
current assets of approximately S$20.7 million and current assets of approximately S$74.9 million. Current 
assets as at 31 December 2015 consisted mainly of trade and other receivables of approximately S$33.7 
million (of which, inter alia, trade receivables of approximately S$21.5 million, retentions due from customers 
on construction contracts of approximately S$11.4 million and other receivables from other debtors of 
approximately S$0.6 million and accrued interest of approximately S$0.2 million), amount due from customers 
on construction contracts of approximately S$16.2 million, cash and cash equivalents of approximately 
S$16.2 million, available-for-sale financial assets (“AFS”) of approximately S$7.9 million (comprising 
Singapore Dollar fixed rate notes), other current assets of approximately S$0.8 million (comprising solely 
deposits) and financial assets, at fair value through profit or loss of approximately S$0.1 million (comprising 
a Singapore quoted security). Non-current assets as at 31 December 2015 consisted mainly of property, 
plant and equipment of approximately S$17.2 million (of which leasehold land and properties, plant and 
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machinery, assets under construction constituted 92.5%), and trade and other receivables of approximately 
S$3.4 million (comprising retentions due from related corporations on construction contracts). 

The Target’s total liabilities amounted to approximately S$76.5 million as at 31 December 2015 comprised 
non-current liabilities of approximately S$4.1 million and current liabilities of approximately S$72.3 million. 
Current liabilities as at 31 December 2015 consisted mainly of trade and other payables of approximately 
S$61.9 million (of which, inter alia, trade payables of approximately S$39.0 million, accrued operating 
expenses of approximately S$6.6 million, retentions due to subcontractors on construction contracts of 
approximately S$6.5 million, payables to immediate holding corporation of approximately S$6.9 million, 
payables to ultimate holding corporation of approximately S$2.9 million and sundry creditors of approximately 
S$0.1 million), amount due to customers on construction contracts of approximately S$8.8 million, short-term 
borrowings of approximately S$1.2 million and current income tax liabilities of approximately S$0.5 million. 
Non-current liabilities as at 31 December 2015 consisted of trade and other payables of approximately S$3.7 
million (comprising solely retentions due to subcontractors on construction contracts), finance leases of 
approximately S$0.4 million and deferred income liabilities of approximately S$0.1 million. 

(iv) We note that the Target’s net working capital deteriorated during the period under review, declining from 
approximately S$13.5 million as at 31 December 2013 to approximately S$5.5 million as at 31 December 
2014 and approximately S$2.5 million as at 31 December 2015. 

(v) The Target’s total borrowings increased from approximately S$11.3 million as at 31 December 2013 to 
approximately S$61.2 million as at 31 December 2014 mainly due to loan from ultimate holding corporation 
which is unsecured, bearing an interest rate of 5% per annum and repayable on demand. Subsequently, the 
Target’s total borrowings decreased to S$1.7 million as at 31 December 2015 mainly due to the settlement 
of loan from the ultimate holding corporation via offsetting against the amount due from related corporations 
and repayment of bank borrowings and finance lease liabilities of a total S$9.7 million.  

Shareholders’ equity of the Target increased from approximately S$29.9 million as at 31 December 2013 to 
approximately S$30.7 million as at 31 December 2014 as a result of the increased in retained profits. We 
note that the shareholders’ equity of the Target declined substantially from approximately S$30.7 million 
as at 31 December 2014 to approximately S$19.1 million in FY2015 mainly due to dividend payout of 
approximately S$12.1 million. We understand from the Target Directors that the payment of the dividend of 
approximately S$6.2 million was offset against the amount due from related corporations.

It should be noted that the Target’s total borrowing to shareholders’ equity ratio stood at approximately 0.1 
times as at 31 December 2015.

(vi) The Target recorded net cash inflow from operating activities of approximately S$4.0 million in FY2013 and 
net cash outflow from operating activities of approximately S$0.2 million in FY2014. For FY2015, the Target 
recorded net cash outflow from operating activities of approximately S$13.5 million mainly due to increase 
in the usage of working capital amounting to approximately S$11.9 million.   

The Target Directors confirmed that as at the Latest Practicable Date and save for matters disclosed in this Letter, 
the audited financial statements for the Target for FY2015, there have been no material changes to the Target’s 
assets and liabilities, financial position, condition and performance.

Order book

We understand from the Target Management that the Target’s order book amounted to approximately S$590.7 million 
as at 31 December 2015 with average project durations of between 3 to 5 years. This is higher than the Target’s 
order book of approximately S$210.6 million and S$320.8 million as at 31 December 2013 and 31 December 2014 
respectively. The Target’s order book of approximately S$590.7 million as at 31 December 2015 is approximately 
3.9 times of its revenue in FY2015 or approximately 4.3 times of its average revenue for FY2013 – FY2015. The 
Target Management confirmed that the Target did not secure any significant orders during January 2016 to the 
Latest Practicable Date and that the existing order book as at 31 December 2015 does not differ substantially 
from the past projects undertaken by the Target in terms of, inter alia, nature of works or services to be performed, 
duration, etc.  
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The Target Management have confirmed that the successful realisation of the future economic benefits from the 
above mentioned order book for the Target will depend on, inter alia, the due execution of contracts, timely and 
efficient execution and delivery of the projects as well as the fulfilment of conditions pursuant to such contracts, 
variation of orders, the industry prospects, the prevailing economic and market conditions in the markets. The 
Target Management have further confirmed that in view of the above factors and that such order book may be 
subject to cancellation, variation or deferral or rescheduling by customers, the impact of these orders on the Target’s 
or the Enlarged Group’s financial performance and financial position (including the estimated future profit or loss 
as well as the estimated costs to be incurred) cannot be measured with certainty as at the Latest Practicable Date. 
Accordingly, no views are being expressed with regard to the impact of the above order book on the NTA and the 
prospects of the Target or the Enlarged Group in terms of, inter alia, the estimated future profit or loss as well as the 
estimated costs to be incurred.

5.2. NAV AND NTA OF THE GROUP AND THE TARGET 

The NAV based approach of valuing a company or group is based on the aggregate value of all the assets of the 
company in their existing condition, after deducting the sum of all liabilities of the company and minorities’ interests. 
The NAV based approach is meaningful as it shows the extent to which the value of each share is backed by both 
tangible and intangible assets and would be relevant in the event that the company or group decides to realise or 
convert the use of all or most of its assets. The NAV based approach in valuing a company may provide an estimate 
of the value of a company or group assuming the hypothetical sale of all its assets (including any intangible assets 
including but not limited to goodwill, trademarks and brand names) in an orderly manner or over a reasonable period 
of time and at the aggregate value of the assets used in the computation of the NAV, the proceeds of which are used 
to settle the liabilities, minority interest and obligation of the company or group with the balance to be distributed to 
its shareholders. However the NAV approach does not take into account or consideration the hypothetical sale of 
assets in a non-orderly manner or over a short period of time. It does not illustrate the values at which assets may 
actually be realized or disposed of.

The NTA based approach of valuing a company or group is based on the aggregate value of all the assets of the 
company in their existing condition, after deducting the sum of all liabilities, minority interest and intangible assets 
of the company. The NTA based approach is meaningful as it shows the extent to which the value of each share 
is backed by tangible assets and would be relevant in the event that the company or group decides to realise 
or convert the use of all or most of its assets. The NTA based approach in valuing a company may provide an 
estimate of the value of a company or group assuming the hypothetical sale of all its assets (other than intangible 
assets) in an orderly manner over a reasonable period of time at the aggregate value of the assets used in the 
computation of the NTA, the proceeds of which are used to settle the liabilities, minority interest and obligation of 
the company or group, with the balance to be distributed to its shareholders. However the NTA based approach 
does not take into account or consideration the presence of any intangible assets including but not limited to land 
use rights, goodwill, trademarks and brand names nor does it take into account the hypothetical sale of assets in 
a non-orderly manner or over a short period of time. It does not illustrate the values of which assets may actually 
be realized or disposed of.

In assessing the Proposed Acquisition and the Issue Price for the 369,145,631 Consideration Shares in relation to 
the NAV and NTA per Share of the Group as at 31 December 2015 and the Target as at 31 December 2015, we 
have reviewed the audited balance sheet of the Group as at 31 December 2015 and the audited balance sheet of 
the Target as at 31 December 2015 (to determine whether there are any assets that are of an intangible nature and 
as such would not appear in a valuation based on the NTA approach, but would be included in the NAV approach). 
Save as disclosed in the audited balance sheets of the Group as at 31 December 2015, the audited balance sheet 
of the Target as at 31 December 2015 in the Circular, the Directors and the Target Directors have confirmed, that 
as at the Latest Practicable Date, to the best of their knowledge and based on disclosures made available to them, 
there are no other intangible assets or tangible assets which ought to be disclosed in the balance sheet of the Group 
and the Target as at 31 December 2015 in accordance with the Singapore Financial Reporting Standards and which 
have not been so disclosed and where such intangible or tangible assets would have had a material impact on the 
overall financial position of the Group and the Target as at Latest Practicable Date.

The Directors and the Target Directors have also confirmed that as at the Latest Practicable Date, to the best of their 
knowledge and beliefs based on disclosures made available to them, there were no material contingent liabilities, 
bad or doubtful debts or unrecorded earnings or expenses or assets or liabilities which could have a material impact 
on the NAV or NTA of the Group and the Target as at 31 December 2015, save as disclosed in the audited financial 
statement of the Group and the Target as at 31 December 2015 as well as the Circular.
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5.2.1. NAV and NTA of the Group

Consolidated Audited Balance Sheet as at 31 December 2015(1) S$’000

Non-Current Assets
Associated company 1,332
Goodwill 6,857
Property, plant and equipment 2,931
Deferred tax assets 108

 11,228
Current Assets
Cash and cash equivalents 16,047
Trade and other receivables 15,587
Due from customers on construction contracts 1,338
Inventories 636

 33,608
Current Liabilities
Trade and other payables 23,506
Due to customers on construction contracts 774
Borrowings 1,800
Current income tax liabilities 745

 26,825

Net assets value including non-controlling interest 18,011
Less: Non-controlling Interests (3,057)

Net assets value  attributable to equity holders of the Company (“NAV”) 14,954
Less: Intangible assets (6,857)

Net Tangible Assets ("NTA") as at 31 December 2015 8,097

NAV per Share (S$)(2) 0.040
NTA per Share (S$) (2) 0.021
Issue Price (S$) 0.0515

Premium of Issue Price over the Group's NAV per Share 30.3%
Premium of Issue Price over the Group's NTA per Share 140.7%

Cash and cash equivalents less borrowings (“Net Cash”) as at 31 December 2015 14,247
Net Cash per Share (S$) (2) 0.0376

Issue Price less Net Cash per Share (S$) 0.0139
NAV per Share less Net Cash per Share (S$) 0.0019
NTA per Share less Net Cash per Share (S$) Negative

Premium of Issue Price less Net Cash per Share over Group’s NAV per Share less Net 
Cash per Share 641.3%

Premium of Issue Price less Net Cash per Share over Group’s NTA per Share less Net 
Cash per Share Not meaningful

Notes:

) The figures above are based on the Group’s audited financial statement for . 

) The figures are computed based on the Company’s issued Share capital of , ,  Shares as at the Latest 
Practicable Date.

) The figures and computation above are subject to rounding.
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For illustrative purposes only, the Issue Price represents premiums of approximately 30.3% and 140.7% over the 
Group’s audited NAV per Share and NTA per Share as at 31 December 2015 respectively. We wish to highlight that 
the Group has substantial cash and cash equivalents amounted to approximately S$16.0 million as at 31 December 
2015, which is substantially higher than the Group’s borrowings of approximately S$1.8 million as at 31 December 
2015. The Group’s Net Cash per Share of approximately S$0.0376 represents approximately 73.1% of the Issue 
Price. Thus, for every Share issued for settlement of the Consideration for the Proposed Acquisition, approximately 
73.1% of its Issue Price is “backed” by cash held after deduction of all borrowings or the Group’s Net Cash. 

In the event that the Group’s Net Cash per Share is deducted from the Issue Price as well as the Group’s audited 
NAV per Share as at 31 December 2015, the Issue Price less the Net Cash per Share represents a substantial 
premium of approximately 641.3% over the Group’s NAV per Share less the Net Cash per Share. We note that 
audited NTA per Share for the Group as at 31 December 2015 is lower than the Net Cash per Share. Thus, the 
Group’s NTA appears to be “fully backed” by the cash after deduction of all borrowings or the Net Cash, thus the 
comparison between the Issue Price less the Net Cash per Share and the Group’s NTA per Share less the Net Cash 
per Share is not meaningful.  In summary, the valuation of the Group as implied by the Issue Price appears to be 
favourable in terms of comparison with the Group’s audited NAV taking into account the Group’s Net Cash position 
as at 31 December 2015. 

The Management has confirmed that included in the cash and cash equivalents is an amount of approximately 
S$1.4 million pledged to bank for credit facilities which has not been utilised as at 31 December 2015. For illustrative 
purpose only, the Group’s Net Cash less restricted cash (“Adjusted Net Cash”) amounted to approximately S$12.8 
million or approximately S$0.0338 per Share. In the event that the Group’s Adjusted Net Cash per Share is deducted 
from the Issue Price as well as the Group’s audited NAV per Share as at 31 December 2015, the Issue Price less 
the Adjusted Net Cash per Share represents a substantial premium of approximately 211.4% over the Group’s NAV 
per Share less the Adjusted Net Cash per Share. The Group’s audited NTA per Share as at 31 December 2015 is 
lower than the Adjusted Net Cash per Share (or the Group’s NTA is fully backed by the Adjusted Net Cash), thus the 
comparison between the Issue Price less the Adjusted Net Cash per Share and the Group’s NTA per Share less the 
Adjusted Net Cash per Share is not meaningful.
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5.2.2. NAV and NTA of the Target 

Consolidated Audited Balance Sheet as at 31 December 2015 (1) S$’000

Non-Current Assets
Club memberships 60
Trade and other receivables 3,421
Property, plant and equipment 17,199

 20,680
Current Assets
Cash and cash equivalents 16,224
Trade and other receivables 33,658
Due from customers on construction contracts 16,238
Other current assets (2) 775
Financial assets, at fair value through profit or loss (“Financial Assets”) (3) 49
Available-for-sale financial assets (“AFS”) (4) 7,940

 74,884
Current Liabilities
Trade and other payables 61,859
Due to customers on construction contracts 8,766
Current income tax liabilities 479
Short-term borrowings 1,234

 72,338
Non Current Liabilities
Trade and other payables 3,670
Finance lease 416
Deferred income tax liabilities 45

 4,131

NAV  attributable to shareholders of the Target 19,096
Less: Intangible assets -

NTA as at 31 December 2015 19,096
 
Consideration 19,011
Discount of Consideration from the Target's NAV or NTA (0.45)%

Cash and cash equivalents less borrowings (“Net Cash”) 14,574
Consideration less Net Cash 4,437 
Target’s NAV or NTA less Net Cash 4,522 
 
Discount of Consideration less Net Cash  from Target's NAV or NTA  less Net Cash (1.88)%

Notes:

) The figures above are based on the Target’s audited financial statement as at  December .

) Other current asset comprises mainly of deposit.

) inancial assets comprise mainly investment in a Singapore listed security.

) A S comprises investment in  corporate bonds as at  December .

) The figures and computation above are subject to rounding.
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For illustrative purpose only, we note from the above table that the Target’s audited NAV or NTA as at 31 December 
2015 is approximately S$19.1 million. It is noted that the Consideration represents a slight discount of approximately 
0.45% from the Target’s audited NAV or NTA as at 31 December 2015. We wish to highlight that the Target has 
substantial cash and cash equivalents, which amounted to approximately S$16.2 million as at 31 December 2015, 
is substantially higher than the Target’s total borrowings of approximately S$1.7 million as at 31 December 2015. 
The Target’s Net Cash of approximately S$14.6 million is approximately 76.7% of the Consideration. Thus for 
every share acquired approximately 76.7% of its acquisition price is “backed” by cash held after deduction of all 
borrowings or the Target’s Net Cash. 

In the event that the Target’s Net Cash is deducted from the Consideration as well as the Target’s audited NAV 
or NTA per Share as at 31 December 2015, the Consideration less the Net Cash represents a slight discount of 
approximately 1.88% from the Target’s NAV or NTA less the Net Cash.  In summary, the valuation of the Target 
as implied by the Consideration appears to be favourable (from the Company’s or buyer’s perspective) in terms 
of comparison with the Target’s audited NAV or NTA taking into account the Target’s Net Cash position as at 31 
December 2015. 

Revalued NAV and NTA of the Target

In our evaluation of the Consideration, we have also considered whether there are any assets which should be 
valued at an amount that is materially different from that which recorded in the audited balance sheet of the Target as 
at 31 December 2015. The Company has commissioned the Valuer to determine the market value of the Appraised 
Assets. We recommend that the Non-Interested Directors advise Shareholders to note and review carefully the 
contents of the Valuation Report (attached as Appendix B to the Circular) in its entirety including the assumptions 
made and the basis for the assumptions.

We wish to highlight that the Appraised Assets of the Target with a net book value of approximately S$15.9 million 
as at 31 December 2015, comprises:  

(a) leasehold land and property with a net book value of approximately S$6.0 million as at 31 December 2015; 

(b) plant and machinery with a net book value of approximately S$5.4 million as at 31 December 2015; and  

(c) assets under construction with a net book value of approximately S$4.5 million as at 31 December 2015.

The Appraised Assets accounted for approximately 92.5% of the Target’s property, plant and equipment (“PPE”), 
and approximately 16.7% of the Target’s total assets as at 31 December 2015. The Target Management represented 
and confirmed that the remaining property, plant and equipment (with a net book value of approximately S$1.3 
million as at 31 December 2015), for which no valuation has been commissioned, consist of:  

(a) motor vehicles (approximately S$1.1 million); and

(b) office and computer equipment, furniture, fittings and renovation (approximately S$0.2 million).

The Target Directors and the Target Management further confirmed that, to their best knowledge and belief, as at 
the Latest Practicable Date, on aggregate basis, there are no material differences between the estimated market 
value of the remaining property, plant and equipment highlighted above for which no valuation was obtained and 
their respective book value.

The Directors confirmed that they are aware of and satisfied with the selection of the Appraised Assets for the 
valuation exercise.

We have not made any independent evaluation or appraisal of the PPE and we have been furnished by the 
Company with the Valuation Report in respect of the market value of the Appraised Assets. With respect to such 
valuation, we are not experts in the evaluation or appraisal of the PPE and have relied on the Valuation Report for 
the market value of the Appraised Assets and opinion of and confirmation from the Target Directors that, to their 
best knowledge and belief, as at the Latest Practicable Date, on aggregate basis, there are no material differences 
between the estimated market value of the remaining PPE highlighted above for which no valuation was obtained 
and their respective book value.
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We understand that the Directors having reviewed the Valuation Report (inter alia, the assumptions, methodology 
used and information relied upon by the Valuer) as a whole and are of the opinion that the assumptions and 
methodology of the Valuation Report are reasonable. 

The aggregate market value of the Appraised Assets as ascribed by the Valuer as at 31 December 2015 (being the 
Valuation Date) is approximately S$23.3 million. Based on the information provided by the Target Management, 
we note that the net book value of the Appraised Assets is approximately S$15.9 million as at 31 December 2015.  

In addition, we note that the Target holds investments which is booked under – (1) Financial Assets amounting to 
approximately S$49 thousand as at 31 December 2015  and (2) AFS amounting to approximately S$7.9 million as at 
31 December 2015. The Target Directors represented and confirmed that based on the information made available 
to them by the Target Management, on aggregate basis, there are no material differences between the estimated 
market value of the Financial Asset and the AFS as at the Latest Practicable Date and their respective book value 
as at 31 December 2015. 

For illustrative purpose only, the revaluation surplus for the Appraised Assets has been calculated and presented 
in the table below assuming a hypothetical sale of the Appraised Assets at the value ascribed by the Valuer above. 
The Target Directors represented and confirmed that to the best of their knowledge and based on the information 
made available to them by the Target Management, there will be potential tax liability of approximately S$1.6 million 
if the Appraised Assets which is subject to valuation were to be sold at the market value ascribed by the Valuer. 

The Target's Revalued NAV and NTA (1)  S$’000

  
Market value of Appraised Assets 23,316
Less: net book value of Appraised Assets as at 31 December 2015 15,915
Less: potential tax liability (2) 1,595

Revaluation surplus 5,806

NAV or NTA as at 31 December 2015 19,096
Revaluation surplus 5,806

Revalued NAV or NTA 24,902

Discount of Consideration from the Target's Revalued NAV or NTA (23.7)%

Net Cash as at 31 December 2015 14,574
Consideration less Net Cash 4,437
Revalued NAV or NTA less Net Cash 10,327

Discount of the Consideration less Net Cash from the Revalued NAV or 
NTA less Net Cash (57.0)%

Notes:

) The figures and computation above are subject to rounding.
 

) igures are provided by the Target Management. 



A-25

LETTER FROM ASIAN CORPORATE ADVISORS PTE. LTD. TO THE NON-
INTERESTED DIRECTORS OF KOH BROTHERS ECO ENGINEERING LIMITED

Based on the table above, the Consideration represents a discount of approximately 23.7% from the Target’s 
Revalued NAV or NTA. In the event that the Target’s Net Cash is deducted from the Consideration as well as the 
Target’s Revalued NAV or NTA, the Consideration less the Net Cash represents a discount of approximately 57.0% 
from the Target’s NAV or NTA less the Net Cash.  

We note that pursuant to the Sale and Purchase Agreement, the Company acknowledges and agrees with the 
Vendor that the Target may, prior to Completion, declare and pay dividends of an amount not exceeding S$1.0 
million to the Vendor (“Dividend Pay-out”) in respect of the twelve (12) months ended 31 December 2015 (or such 
other period commencing after 30 June 2015 and ending prior to the Completion Date as may be determined by 
the Target). For illustrative purposes only, in the event that dividends of approximately S$1.0 million is declared 
and paid out by the Target, the Target’s Revalued NTA would amount to approximately S$23.9 million (“Target’s 
Revalued NTA after Dividend Pay-out”) and the Consideration will represent a discount of approximately 20.5% 
from the Target’s Revalued NTA after Dividend Pay-out. In the event that the Target’s Net Cash after the Dividend 
Pay-out is deducted from the Consideration as well as the Target’s Revalued NTA, the Consideration less the Net 
Cash after the Dividend Pay-out represents a discount of approximately 47.4% from the Target’s Revalued NTA less 
the Net Cash after the Dividend Pay-out. As such, the impact of the Dividend Pay-out is not material.   
 
We wish to highlight that although the Revalued NAV and NTA shown above include revaluation surplus on the 
Appraised Assets, Independent Shareholders should note that the Target has not realised the surplus on the 
Appraised Assets as at the Latest Practicable Date, and that there is no assurance that the revaluation surplus 
eventually recorded by the Target on the Appraised Assets as described above (in the event that the investments 
are disposed) will be the same as that indicated above. 

The above computations and analysis are meant as an illustration and it does not necessary mean or imply that the 
net realisable value of the Target is as stated above. It also does not imply that the assets or properties of the Target 
can be disposed of at the estimated value indicated above and that after payment of all liabilities and obligations, the 
values or amounts as indicated for the respective types of NTA and is realisable or distributable to the shareholders 
of the Target.

It should be noted that the NTA basis of valuation provides an estimate of the value of a hypothetical sale of all its 
tangible assets over a reasonable period of time and is only relevant in the event that the Target decides to change 
the nature of its business or to release or convert the uses of all its assets. The NTA basis of valuation, however, 
does not necessarily reflect the value of the Target as a going concern nor can it capture or illustrate any value for 
the Target’s goodwill or branding. In addition, it does not illustrate the values at which the assets may actually be 
realized or disposed.
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5.3. MARKET QUOTATION AND TRADING ACTIVITY FOR THE SHARES

The historical price chart (based on the closing prices together with the number of Shares traded on a daily basis) 
for the Shares during the period commencing from 8 January 2015 (being the Market Day 12 months prior to the 
Announcement Date) and ending on the Latest Practicable Date is set out below:- 

 
Source: SG -ST

For the period commencing from 8 January 2015 and ending on 7 January 2016, being the Announcement Date 
(both dates inclusive), we note that the Shares were being traded on 54 Market Days out of 246 Market Days. 
The closing prices of the Shares were above the Issue Price for 94 Market Days and below the Issue Price for 
152 Market Days. We observed that the Share price closed at S$0.045 on 8 January 2016, being the Trading 
Day immediately after the Announcement Date as compared to closing price of S$0.053 for the Shares on the 
last Trading Day on 5 January 2016 prior to the Announcement Date (the trading for the Shares were halted on 
6 and 7 January 2016). For the period commencing from 8 January 2016 till 28 March 2016 (being the Latest 
Practicable Date), the closing prices for the Shares have always been lower than the Issue Price (save for on 
16 March 2016 where the Shares price closed at S$0.054 and the Share price closed at S$0.049 on 17 March 
2016, being the last Trading Day preceding the Latest Practicable Date or approximately 4.9% lower than the 
Issue Price. The Shares were not traded on the Latest Practicable Date. 

As a general market comparison and observation, the FTSE Straits Times Catalist Index (“FTSE ST Catalist”) 
decreased by approximately 36.3% for the period commencing from 8 January 2015 and ending on 7 January 
2016, being the Announcement Date, and subsequently declined by approximately 5.5% from 7 January 2016 
to the Latest Practicable Date. For the same period commencing from 8 January 2015 and ending on 7 January 
2016, being the Announcement Date, the price for the Shares declined by approximately 3.6% and subsequently 
declined by approximately 7.5% from 7 January 2016 till the Latest Practicable Date. We observed that the 
Shares have underperformed the FTSE ST Catalist for the period commencing from the Announcement Date 
till the Latest Practicable Date.
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The above chart and the analysis below is presented for illustrative purposes only, and they are by no means 
representative of the future trading performance or prices of the Shares. 

The volume-weighted closing price (“VWCP”) of the Shares, the highest and lowest transacted prices for the Shares 
and the average number of Shares traded on a daily basis from 8 January 2015 to the Latest Practicable Date is 
set out below:- 

VWCP(1)  
(S$)

Premium/ 
(Discount) 

of the Issue 
Price over/ 
from VWCP 

(%)

Lowest 
transacted 

price  
(S$)

Highest 
transacted 

price 
(S$)

Average 
daily 

trading 
volume(2)

(Shares)

Average 
daily 

trading 
volume as 
% of free-

float(3)

(%)

For the period prior to the Announcement Date 
Last 12 months 0.0491 5.0% 0.040 0.069 30,438 0.02%
Last 6 months 0.0519 (0.8)% 0.043 0.069 33,472 0.02%
Last 3 months 0.0505 2.1% 0.043 0.069 14,422 0.01%
Last 1 month 0.0496 3.8% 0.043 0.053 15,576 0.01%
Last transacted price   
on 5 January 2016 
(being the last Trading 
Day preceding the  
Announcement Date) (4) 0.0530 (2.8)% 0.052 0.053 100,000 0.07%

For the period after the Announcement Date up to the Latest Practicable Date
Till the Latest Practicable 
Date 0.0468 10.1% 0.043 0.060 63,585 0.04%

Last transacted price on 
17 March 2016 (being 
the last Trading Day 
immediately preceding 
the Latest Practicable 
Date(5) 0.0490 5.1% 0.049 0.051 300,000 0.206%

Notes:

) The V CP had been weighted based on the last transacted prices of the Shares and traded volume for the relevant 
trading days for each of the periods.

) The average daily trading volume of the Shares is calculated based on the total volume of Shares traded during the period 
divided by the number of market days during that period.

) ree float refers to appro imately , ,  Shares or appro imately .  of the issued Share capital) held by 
Shareholders, other than the Substantial Shareholders and Directors as at the Latest Practicable Date and as enumerated 
in the Circular.

) This represents the last transacted price instead of V CP on  anuary , being the last Trading Day prior to the 
Announcement Date. The trading for the Shares were halted on  anuary  and the Announcement Date. 

) This represents the last transacted price instead of V CP and trading volume for the Shares on  March , being the 
last Trading Day immediately preceding the Latest Practicable Date. The Shares were not traded on the Latest Practicable 
Date.
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Based on a general observation of the table above and after taking into consideration the summary of the transacted 
Share prices, we note that the Issue Price is:- 

(i) at a discount of approximately 2.8% from the last transacted price of S$0.053 for each Share on the Catalist 
on 5 January 2016, being the last Trading Day immediately preceding the Announcement Date;

(ii) at premiums of approximately 5.0%, 2.1%, and 3.8% over the VWCP for the Shares for the 12-month, 
3-month and 1 month period prior to the Announcement Date respectively;

(iii) at a discount of approximately 0.8% from the VWCP for the Shares for the 6-month period prior to the 
Announcement Date;

(iv) at a premium of approximately 10.1% over the VWCP for the Shares for the period commencing from the 
Market Day immediately after the Announcement Date and ending on the Latest Practicable Date; and 

 
(v) at a premium of approximately 5.1% over the last transacted price of S$0.049 per Share on the SGX-Catalist 

on 17 March 2016, being last Trading Day immediately preceding the Latest Practicable Date. The Shares 
were not traded on the Latest Practicable Date. 

For illustrative purposes only, based on the number of Shares traded on a daily basis during the period 
commencing from 8 January 2015 and ending on the Latest Practicable Date, we note that:- 

(i) from the 8 January 2015 to 7 January 2016, being the Announcement Date (both dates inclusive), 
Shares were traded on 54 Market Days out of the total 246 Market Days during the period, with the total 
number of Shares traded being approximately 7.5 million Shares and an average daily trading volume 
of approximately 30.4 thousand Shares, which represents approximately 0.008% of the issued Share 
Capital as at the Latest Practicable Date or approximately 0.02% of the issued Share capital, held by 
Shareholders other than the Substantial Shareholders and Directors as at the Latest Practicable Date; 

(ii) the trading volume for the Shares were exceptionally high for the following dates: 10 March 2015 
(approximately 1.64 million Shares) and 29 July 2015 (approximately 2.08 million Shares)  prior to and 
including the Announcement Date. In the event that the number of traded Shares for the above dates were 
excluded, the premiums implied by the Issue Price over the VWCP for the Shares for the period to and 
including the Announcement Date for the period 12-months would have been lower at approximately 4.6%; 
and 

(iii) for the period commencing from the Market Day immediately after the Announcement Date till the Latest 
Practicable Date (both dates inclusive), the Shares were traded on 12 Market Days out of the total 54 
Market Days during the period, with the total number of Shares traded being approximately 3.4 million 
Shares and an average daily trading volume of approximately 63.6 thousand Shares, which represents 
approximately 0.02% of the issued Share capital as at the Latest Practicable Date or approximately 
0.04% of the issued Share capital, held by Shareholders other than the Substantial Shareholders and 
Directors as at the Latest Practicable Date. 
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We note that trading for the Shares is erratic and that the daily average number of Shares traded during the 12 
month period prior to the Announcement Date is significantly low as compared to the number of issued Shares 
as at the Latest Practicable Date.  For the 12 month period prior to the Announcement Date, the Shares were 
only traded on 54 Market Days out of the total 246 Market Days.  It is generally accepted that the less actively 
traded the shares, the lesser the reliance on market prices as a determination of the fair value of the shares. 
Whilst historically transacted prices for the Shares may not be a meaningful indicator of its fundamental value, they 
represent for prices for transactions between willing buyer and willing seller. In addition, as the Proposed Acquisition 
involves the entire issued share capital of the Target, it allows the Company to have full and total control for the 
Target’s cash resources. Whilst KBG’s controlling interest in the Company as at the Latest Practicable Date, is 
approximately 41.0%, we note that for the purposes of KBG’s audited financial statements, its interest is recorded 
and accounted for as a subsidiary. Accordingly the premiums to be accorded for KBG’s increase in interest from 
approximately 41.0% to approximately 70.1% should be viewed in the context that KBG: (a) already has plurality of 
“control” in terms of voting rights as compared to any other Shareholder;  and (b) is the only Controlling Shareholder 
of the Company. In addition, we note from the KBG’s annual report for FY2014 (note 40 to the financial statements) 
that the Group are deemed to be subsidiaries of KBG as KBG acquired the Warrants in the Company that if 
exercised, gives KBG approximately 51% of the enlarged total number of Shares issued by the Company on a 
diluted basis and hence deemed control, Further, as disclosed in the KBG’s annual report for FY2014 (note 2 to the 
financial statements), subsidiaries are all entities (including structured entities) over which KBG Group has control. 
KBG Group controls an entity when the Group is exposed to, or has rights to, variable returns through its power 
over the entity, Subsidiaries are fully consolidated from the date on which control is transferred to the KBG Group. 
They are de-consolidated from the date on that control ceases.  Furthermore, we note that in general the financial 
performance and position of the Group had improved since KBG acquired a controlling interest in the Group in 2013.

We also note that the number of Shares that were traded on a daily basis after the Announcement Date till the Latest 
Practicable Date is higher as compared to the number of Shares that were traded on a daily basis during the 1 year 
period prior to the Announcement Date. For the period commencing from 8 January 2016 (being the Market Day 
immediately after the Announcement Date) to the Latest Practicable Date, the last transacted prices for the Shares 
were always lower than the Issue Price (save for on 16 March 2016 where the Shares price closed at S$0.054). 
In addition, we observed that the Share price has decreased by 7.5% from 0.053 to close at S$0.049 on 17 March 
2016, being the last trading day immediately prior to the Latest Practicable Date. As mentioned earlier, the prices for 
the Shares had, from the Announcement Date till the Latest Practicable Date underperformed the FTSE ST Catalist 
for the said period. The relatively weaker performance of the Shares as compared to the FTSE ST Catalist and the 
increase in the number of Shares traded may, inter alia, be a reflection of the Proposed Acquisition and the Issue 
Price as well as prospects or demand for the Shares after the Announcement Date.

Independent Shareholders should note that there is no assurance that the prices and average volume of Shares 
traded on a daily basis will be maintained or that the transacted prices for the Shares or the average volume of 
Shares traded on a daily basis after Completion (or if the Proposed Acquisition lapses) will be at the same levels 
prevailing during the period commencing from the Announcement Date and ending on the Latest Practicable Date.

Non-Interested Directors should note that the past trading performance for the Shares may not be relied 
upon as an indication or promise of its future trading performance.



A-30

LETTER FROM ASIAN CORPORATE ADVISORS PTE. LTD. TO THE NON-
INTERESTED DIRECTORS OF KOH BROTHERS ECO ENGINEERING LIMITED

5.4. RELATIVE VALUATION ANALYSIS FOR THE GROUP AND THE TARGET

In evaluating the Issue Price for the 369,145,631 Consideration Shares, we have considered the financial 
performance, financial positions and valuation statistics of selected companies that may, in our view, be broadly 
comparable to the core business of the Group, which is in water treatment and solution and bio-refinery and bio-
energy (the “Selected Water Treatment Companies” and the “Selected Bio-Refinery Engineering Companies, 
or collectively, the “Group’s Selected Comparable Companies”). We note that the water treatment and solution 
business and the engineering and construction for bio-refinery and bio-energy business accounted for approximately 
22.8% and 77.2% of the Group’s total revenue in FY2015 respectively. In addition, it is also noted that that the water 
treatment and solution business and the engineering and construction for for bio-refinery and bio-energy business 
accounted for approximately 18.0% and 82.0% of the Group’s total assets in FY2015 respectively.

Likewise, in assessing the reasonableness of the Consideration in connection with the Proposed Acquisition, 
we have considered the financial performance, financial position and valuation statistics of selected comparable 
companies that may, in our view, be broadly comparable to the core businesses of the Target, which is in the 
building and civil engineering construction industry (the “Target’s Selected Comparable Companies”). 

The Group’s Selected Comparable Companies and the Target’s Selected Comparable Companies have been 
identified after a search was carried out on various exchanges and evaluation of the companies operating in the 
same industry as the Group and the Target. We have had discussions with the Directors and the Target Directors 
about the suitability and reasonableness of these Selected Comparable Companies acting as a basis for comparison 
with the core businesses of the Group and the Target prior to the transaction. Relevant information has been 
extracted from the annual reports and/or public announcements of the Group’s Selected Comparable Companies 
and the Target’s Selected Comparable Companies. The Group’s Selected Comparable Companies and the Target’s 
Selected Comparable Companies may or may not have similar business operations or similar assets as the Group 
and/or the Target, accounting policies with respect to the values for which the assets or the revenue and cost are 
recorded or the relevant financial period compared may differ from the Group and the Target. The Non-Interested 
Directors should also note that whilst the Target is not listed but it is an indirect wholly owned subsidiary of KBG, a 
listed company, as at the Latest Practicable Date.

We advise Independent Shareholders to note that there may not be any company listed on any relevant stock 
exchange that is directly comparable to the Group and/or the Target in terms of size, diversity of business activities 
and products/services, branding, geographical spread, track record, prospects, operating and financial leverage, 
risk profile, quality of earnings and accounting, listing status and such other relevant criteria. We wish to highlight 
that it may be difficult to place reliance on the comparison of valuation statistics for the Group’s Selected Comparable 
Companies and the Target’s Selected Comparable Companies as the business of these companies, their capital 
structures, growth rates, operating and financial leverage, taxation and accounting policies as well as the liquidity 
of these shares and the demand/supply conditions for these shares and that of the Group and/or the Target may 
differ. As such, any comparison made herein is necessarily limited and serves only as an illustrative guide and any 
conclusion drawn from the comparison may not necessarily reflect the perceived or implied market valuation (as the 
case may be) of the Group and the Target as at the Latest Practicable Date. 

Non-Interested Directors should note that the prices at which shares trade include factors other than historical 
financial performance, and some of these, inter alia, include prospects real or perceived of financial performance or 
historical share price performance or demand and supply conditions of the shares as well as the relative liquidity of 
the shares and the market capitalisation or the relative sentiments of the market for the shares.
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5.4.1. Relative valuation of the Group

The Group’s Selected Comparable Companies are set out below. 

Selected Comparable Companies
Market 

capitalisation
(S$ million) Principal activities

Selected Water Treatment Companies
SIIC Environment Holdings Ltd. 
(“SIIC Environment”) (formerly 
known as Asia Water Technology 
Ltd.)

Listed on SG

1,523.2 The group is engaged in construction, water treatment 
and water supply and waste incineration segments. 
However, most of the group’s activities are outside of 
Singapore.

China Everbright Water Limited 
(“China Everbright”) (formerly 
known as HanKore Environment 
Tech Group Limited)

Listed on SG

1,261.1 The group is engaged in the environmental water 
business, which includes waste water treatment, 
reusable water, waste water heat pump, sludge 
treatment, research and development of environmental 
water technologies, engineering and construction.

Citic Envirotech Limited (“CITIC 
Envirotech”) (formerly known as 
United Envirotech Ltd.)

Listed on SG

1,624.0 The group is engaged in the provision of engineering 
services involving the design, fabrication, installation 
and commissioning of membrane based water and 
wastewater treatment systems, develops, owns and 
operates water and wastewater treatment plants and 
manufactures and supplies membrane products.

Selected Bio-Re nery Engineering Companies
Alfa Laval AB (“Alfa Laval”)

Listed on Stockholm Stock
change

9,074.3 The group is engaged in the development, manufacture 
and marketing of products and solutions for heat 
transfer, separation and uid handling  with its products 
used in various industries, including production of 
chemicals, starch, paper, metals, sugar and ethanol. 
Its solutions are also used onboard vessels and in 
the engineering sector, mining industry and re nery 
sector, as well as for treating wastewater and creating 
a comfortable indoor climate. 

CB Industrial Product Holding
Berhad (“CBIP”)

Listed on Bursa Malaysia

406.1 The group is engaged in the provision of cultivation 
of oil palm and production of crude palm oil and palm 
kernel, manufacturing of palm oil equipment and 
related products, commissioning and contracting works 
for palm oil mills and trading of palm oil mill processing 
equipment and retro tting of special purpose vehicles.

Source: Bloomberg, relevant stock e changes and respective companies’ website
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The following tabulates the salient ratios for comparative financial performance and position for the Group’s Selected 
Comparable Companies and the Group:- 

Group’s Selected 
Comparable 
Companies

Financial Year 
End

ROE(1)
Net profit 
margin(2)

Asset 
turnover(3)

Total 
liabilities(4)  / 
shareholder 

equity(5)

Total 
borrowings(6) 
/ shareholder 

equity (5)

Net cash(7) 
/ market 

capitalisation 
(8)

(%) (%) (times) (times) (times) (%)

Selected Water Treatment Companies
SIIC Environment 31-Dec-15 6.5% 20.0% 0.1 1.0 0.7 net borrowing
China Everbright 31-Dec-15 5.8% 22.4% 0.1 0.9 0.7 net borrowing
CITIC Envirotech 31-Mar-15 8.4% 17.0% 0.3 0.9 0.5 net borrowing

Maximum 8.4% 22.4% 0.3 1.0 0.7 N.M.(9)

Minimum 5.8% 17.0% 0.1 0.9 0.5 N.M.(9)

Median 6.5% 20.0% 0.1 0.9 0.7 N.M.(9)

Simple average 6.9% 19.8% 0.2 1.0 0.6 N.M.(9)

Selected Bio-Refinery Engineering 
Companies
Alfa Laval 31-Dec-15 21.0% 9.7% 0.8 1.8 0.8 net borrowing
CBIP 31-Dec-15 14.0% 16.9% 0.6 0.3 0.03 10.5%

Maximum 21.0% 16.9% 0.8 1.8 0.8 N.M.(9)

Minimum 14.0% 9.7% 0.6 0.3 0.03 N.M.(9)

Median 17.5% 13.3% 0.7 1.0 0.4 N.M.(9)

Simple average 17.5% 13.3% 0.7 1.0 0.4 N.M.(9)

Weighted average for the Group’s Selected Comparable Companies
Based on the Group’s revenue 
contribution 15.1%(10) 14.8%(10)

The Group
FY2015 31-Dec-15 13.9% 4.7% 1.0 1.8 0.1 73.1%(11)

Adjusted 119.7%(12) 1.9%(13)

Source: The latest annual reports or announced unaudited full year financial statements of respective companies. The ratios 
for SIIC nvironment, China verbright, Alfa Laval, and CBIP are based on the respective unaudited financial statements for the 
financial year ended on  December . The ratios for CITIC nvirotech are based on the audited financial statements for the 
financial year ended on  March .  or the Group, the ratios are computed based on the audited financial statements for the 
financial year ended  December .

Notes: 

) The return on equity “RO ”) is based on the ratio of the consolidated net profits after ta  attributable to the shareholders 
to the consolidated shareholders’ equity e cluding minority interest of the respective companies.

) et profit margin is the ratio of the consolidated net profits after ta  attributable to shareholders to the total consolidated 
revenue of the respective companies.

) Asset turnover is the ratio of the total consolidated revenue to the total consolidated assets of the respective companies.
 

) Total liabilities include all the liabilities of the respective companies but e clude any contingent liabilities.

) Shareholders’ equity is the consolidated shareholders’ funds e cluding minority interest of the respective companies as at 
the respective financial year end of the Group’s Selected Comparable Companies and the Group.

 
) Total borrowings include all bank loans and borrowings as well as hire purchase obligations and interest bearing debts.
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) et cash is cash and cash equivalents less total borrowings.

) Market capitalisation is based on the total number of issued shares multiplied with the last closing price for the shares as 
at the Latest Practicable Date for the respective companies.

) .M. denotes not meaningful.

) Computed based on weightages of the revenue contribution of the Group’s water treatment and solution and bio-refinery 
and bio-energy engineering business for . In the event that a) interest e penses are added to and interest income 
from bank deposits are e tracted from the earnings of the respective companies, and b) net borrowings or net cash are 
added or e tracted from the total equity of the respective companies, the average of the weighted RO  for the Group’s 
Selected Comparable Companies is appro imately . .   

) Being the ratio of the Group’s et Cash per Share of S .  and the Issue Price

) The Group’s adjusted RO  is the ratio of the Group’s net profit before interest interest e penses and interest income from 
bank deposit) and e cluding the net foreign e change gains over the Groups’ total equity less et Cash.

) The Group’s adjusted net profit margin is the ratio of the Group’s net profit before interest interest e penses and interest 
income from bank deposit) and e cluding the net foreign e change gains over the Group’s total sales.    
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Relative Performance of the Group

For illustrative purposes only, we note the following: -

(i) The Group has a net cash of approximately S$14.2 million as at 31 December 2015 and this is approximately 
73.1% of its market capitalisation as implied by the Issue Price. Meanwhile, the Group’s Selected Comparable 
Companies (save for CPIB) are in the net borrowing position.   

(ii) The Group’s ROE ratio for FY2015 is higher than any of the Selected Water Treatment and Solution 
Companies and in comparison with the Selected Bio-Refinery Engineering Companies, it is in line with CBIP 
but lower than Alfa Laval. The Group’s ROE for FY2015 is slightly lower than the weighted average ROE 
for the Group’s Selected Comparable Companies of approximately 15.1%. As highlighted above, the Group 
has a superior net cash/market capitalisation position as compared to the Group’s Selected Comparable 
Companies. In addition, it is noted that the Group’s high net profit for FY2015 was supported by, inter alia, 
net foreign exchange gains of approximately S$2.1 million. In the event that the Group’s net profit for FY2015 
is adjusted with the net foreign exchange gains, interest income from bank deposit and interest expenses 
and the Net Cash is extracted from the Group’s total equity for FY2015, the Group’s adjusted ROE would be 
approximately 119.7% and this is higher than any of the Group’s Selected Comparable Companies. As the 
Group’s Selected Comparable Companies are all in net borrowing position (save for CPIB), no adjustments 
were made to their ROEs.

(iii) The Group’s net profit margin ratio for FY2015 is lower and less favourable than any of the Group’s Selected 
Comparable Companies. For illustrative purpose only, in the event that the Group’s net profit for FY2015 
is adjusted with the net foreign exchange gains, interest income from bank deposit and interest expenses, 
the Group’s adjusted net profit margin ratio would be approximately 1.9% and this is lower than any of the 
Group’s Selected Comparable Companies. 

(iv) The Group’s asset turnover ratio for FY2015 is higher than any of the Group’s Selected Comparable 
Companies. 

(v) The Group’s financial position as reflected by the total liabilities to shareholders’ equity ratio for FY2015 
is higher than any of the Group’s Selected Comparable Companies (save for Alfa Laval which is in line). 
However, in terms of the total borrowings to shareholders equity, the Group’s ratio is lower and more 
favourable than any of the Group’s Selected Comparable Companies (save for CBIP).

In summary, whilst the Group’s net profit margin is worse off as compared to the Selected Comparable Companies, 
the Group’s financial performance in terms of adjusted ROE and asset turnover ratio appear to be more favourable 
than the Group’s Selected Comparable Companies. In terms of the financial position, the Group has lower gearing 
ratio than the Group’s Selected Comparable Companies (save for CPIB) and superior net cash/market capitalisation 
position as compared to the Group’s Selected Comparable Companies.  

The following valuation statistics for the Group’s Selected Comparable Companies are based on their respective 
closing prices as at the Latest Practicable Date, while the valuation of the Group is based on the Issue Price and the 
last transacted price for the Shares as at the Latest Practicable Date. All the valuation statistics are computed on a 
historical basis using financial data and information obtained from their latest publicly available unaudited financial 
statements or audited financial statements from their annual reports or result announcements. 
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The following table tabulates the comparative valuation statistics for the Group’s Selected Comparable Companies 
and the Group should be evaluated in the context of their relative financial performance: -

Group’s Selected Comparable 
Companies

Market 
Capitalisation EV/ EBITDA PER(1) P/NAV(2) P/NTA(3)

Premium/ 
(discount) 
over/ from 

NTA

(S$' million) (times) (times) (times) (times) (%)

Selected Water Treatment Companies

SIIC Environment 1,523.2 14.0 20.1 1.3 3.9 295.0%

China Everbright 1,261.1 13.2 17.6 1.0 1.3 26.8%

CITIC Envirotech 1,624.0 15.9 27.4 2.3 6.2 517.2%

Maximum 1,624.0 15.9 27.4 2.3 6.2 517.2%

Minimum 1,261.1 13.2 17.6 1.0 1.3 26.8%

Median 1,523.2 14.0 20.1 1.3 3.9 295.0%

Simple average 1,469.4 14.4 21.7 1.5 3.8 279.7%

Selected Bio-Re nery Engineering Companies

Alfa Laval 9,074.3 9.5 14.5 3.0 n.m.(4) n.m. (4)

CBIP 406.1 8.0 12.7 1.8 1.8 82.7%

Maximum 9,074.3 9.5 14.5 3.0 1.8 82.7%

Minimum 406.1 8.0 12.7 1.8 1.8 82.7%

Median 4,740.2 8.7 13.6 2.4 1.8 82.7%

Simple average 4,740.2 8.7 13.6 2.4 1.8 82.7%

Combined (based on asset and revenue contribution) (5)

Maximum 7,377.6 10.9 17.4 2.9 2.6 181.7%

Minimum 600.9 9.2 13.8 1.6 1.7 70.0%

Median 4,007.6 9.9 15.1 2.2 2.2 131.1%

Simple average 3,995.4 10.0 15.4 2.3 2.2 127.6%

The Group 

As at the Latest Practicable 
Date(6)  18.5 1.6 8.9 1.2 2.3 129.0%

Issue Price (with no 
adjustment) (6)  19.5 1.8 9.3 1.3 2.4 140.7%

Issue Price (with adjustments) 5.2(7) 1.8 6.2(8) 7.4(9) N.M.(10) N.M.(10)

Notes:

) The P Rs for the Group’s Selected Comparable Companies are based on the earnings per share as reflected in their 
latest audited financial statements from their annual reports or latest announced unaudited financial statements as at the 
respective financial year end.

) The P TA ratios for Group’s Selected Comparable Companies are based on their respective TA values as set out in 
their latest audited financial statements from their annual reports.

) The P AV ratios for Group’s’ Selected Comparable Companies are based on their respective AV values as set out in 
their latest audited financial statements from their annual reports.

) The net tangible asset of Alfa Laval for the financial year ended  December  is appro imately negative .  million 
Swedish Krona, and hence its P TA ratio is negative and not meaningful.
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) Computed based on weightages of the revenue contribution for P R and V BITDA) and asset contribution for P AV 
and P TA) of the Group’s water treatment and solution and palm oil engineering business for . 

) or the Group, the computations for market capitali ation, P R, V BITDA, P TA and P AV ratios are based on 
the last transacted price for the Shares as at the Latest Practicable Date or the Issue Price and the audited financial 
statements for the Group for . 

) The Group’s adjusted market capitalisation is based on the total issued Shares as at the Latest Practicable Date and the 
Issue Price less the et Cash per Share please refer to Section . . . of this Letter).

) The Group’s adjusted P R is a ratio of the Group’s adjusted market capitalisation see point ) above) and the Group’s net 
profit before interest interest e penses and interest income from bank deposit) and e cluding the net foreign e change 
gains.

) The Group’s adjusted P AV is a ratio the Group’s adjusted market capitalisation see point ) above) and the Group’s 
audited AV as at  December  less the et Cash please refer to Section . . . of this Letter).

) .M. denotes not meaningful. As highlighted in Section . . . of this Letter, the Group’s audited TA per Share as at  
December  is lower than the et Cash per Share, thus the comparison between the Issue Price less the et Cash 
per Share and the Group’s TA per Share less the et Cash per Share is not meaningful.  

Relative valuation for the Group

For illustrative purpose only, we note the following: - 

(i) The market capitalisation of the Group (as implied by the Issue Price and last transacted price for the Shares as at the 
Latest Practicable Date) is signi cantly lower than any of the Group’s Selected Comparable Companies. We note that 
the trading statistics for companies with higher market capitalisation may be different than those with lower market 
capitalisation and this may be attributable to the relative liquidity in terms of number or value of shares traded as well 
as relative interest in the shares of companies with larger market capitalisation. Hence, comparison of the valuation 
ratios for the Group and the Group’s Selected Comparable Companies are necessarily limited and presented herein 
for illustrative purpose only. 

(ii) The valuation of the Group in terms of EV/EBITDA (as implied by the Issue Price and the last transacted price for the 
Shares as at the Latest Practicable Date) is lower than any of the Group’s Selected Comparable Companies. It is 
noted that the EV/EBITDA is a more meaningful indicator in view of the signi cant difference in the capital structure 
of the Group and the Group’s Selected Comparable Companies as highlighted in the previous paragraphs. 

(iii) The valuation of the Group in terms of PER (as implied by the Issue Price and last transacted price for the Shares 
as at the Latest Practicable Date) is lower than any of the Group’s Selected Comparable Companies. As highlighted 
previously, the Group has a superior net cash/market capitalisation position as compared to the Group’s Selected 
Comparable Companies and the Group’s high net pro t for FY2015 was supported by, inter alia, net foreign exchange 
gains of approximately S$2.1 million. As such, we have extracted the Group’s Net Cash from its market capitalisation 
as implied by the Issue Price and adjusted the Group’s net pro t for FY2015 with the net foreign exchange gains, 
interest income from bank deposit and interest expenses to arrive at an adjusted PER of approximately 6.2 times, 
which is lower than any of the Group’s Selected Comparable Companies. As the Group’s Selected Comparable 
Companies are all in net borrowing position (save for CPIB), no adjustments were made to their PERs.

(iv) The valuation of the Group in terms of P/NAV (as implied by the last transacted price for the Shares as at the Latest 
Practicable Date or the Issue Price with no adjustment) is substantially lower than weighted average and median for 
the Group’s Selected Comparable Companies. 

(v) As highlighted in Section 5.2.1. of this Letter, in the event that the Group’s Net Cash per Share is deducted from the 
Issue Price as well as the Group’s audited NAV per Share as at 31 December 2015, the Issue Price less the Net 
Cash per Share represents a substantial premium of approximately 641.3% over the Group’s NAV per Share less the 
Net Cash per Share or implied P/NTA of approximately 7.4 times. This is higher and more favourable than the ratios 
for the Group’s Selected Comparable Companies. As the Group’s Selected Comparable Companies are all in net 
borrowing position (save for CPIB), no adjustments were made to their P/NAV ratios.

(vi) The valuation of the Group in terms of P/NTA (as implied by the Issue Price and the last transacted price for the 
Shares as at the Latest Practicable Date) is within the range and higher than both the simple average and median of 
weighted P/NTA for the Group’s Selected Comparable Companies.
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(iv) The Group’s audited NTA per Share as at 31 December 2015 is lower than the Net Cash per Share, thus the 
comparison between the Issue Price less the Net Cash per Share and the Group’s NTA per Share less the Net Cash 
per Share is not meaningful. As the Group’s Selected Comparable Companies are all in net borrowing position (save 
for CPIB), no adjustments were made to their P/NTA ratios.  

 Taking into consideration the Group’s more favourable nancial performance (in terms of adjusted ROE and asset 
turnover ratio) and relatively better nancial position (in terms of lower gearing and superior net cash/market 
capitalisation position) as compared to the Group’s Selected Comparable Companies, the valuation of the Group (as 
implied by the Issue Price) in terms of EV/EBITDA and PER (adjusted and non-adjusted) as compared to the Group’s 
Selected Comparable Companies appears to be less favourable. However, the less favourable valuation of the Group 
in terms of EV/EBITDA and PER (based on the Issue Price) should be assessed in the context of the: (a) Group’s 
weaker net pro t margin as compared to the Group’s Selected Comparable Companies; (b) relatively favourable 
valuation in terms of P/NTA for the Group as implied by the Issue Price as compared to the median and average for 
the Group Selected Comparable Companies; and (c) Issue Price less the Group’s Net Cash per Share representing 
a substantial premium of approximately 641.3% over the Group’s NAV per Share less the Net Cash per Share as at 
31 December 2015; and (d) fair comparison for the Issue Price (being in general at premiums) against the historical 
prices for the Shares notwithstanding the low liquidity for the Shares. 

 
 After the issuance of 369,145,631 Consideration Shares, KBG’ shareholdings in the Group will increase from 

approximately 41.0% to approximately 70.1% allowing it to exercise statutory control of the Company and pass all 
ordinary resolutions on matters in which KBG do not have an interest in. However, the premium to be accorded to 
the Issue Price may be capped by the fact that KBG is already the single and largest Controlling Shareholder of the 
Group as at the Latest Practicable Date, and that the issuance of the Consideration Shares will not bring KBG’s 
shareholding to a super majority control (exceeding 75.0%). 

 
 We also wish to highlight that the NAV and NTA based approach of valuing a company is dependent on factors 

that may differ for each Selected Company including, inter alia, factors such as depreciation policies. As such, 
the comparison of the NAV and NTA of the Group with those of the Group’s Selected Comparable Companies is 
necessarily limited and such comparison is made for illustrative purposes only. In addition, as all the ratios and tools 
used invariably uses the price of the shares, they may or may not take into account any relative or perceived or actual 
risk premiums or demand and supply conditions for those shares which may or may not have been fundamentally 
justi ed. In addition, as these are tools or ratios that are based on historical nancial performance or position, they 
may or may not re ect the anticipated nancial performance and the mix of its activities or the relative contributions 
in terms of assets, nancial performance may differ.

 Non-Interested Directors should note that the prices at which shares trade include factors other than historical 
nancial performance, and some of these, inter alia, include prospects real or perceived of nancial performance or 

historical share price performance or demand and supply conditions of the shares as well as the relative liquidity of 
the shares and the market capitalisation or the relative sentiments of the market for the shares.
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5.4.2. Relative valuation of the Target

The Non-Interested Directors should also note that the Target is privately held and indirect wholly owned subsidiary 
of KBG, a listed company, as at the Latest Practicable Date, while all the Target’s Selected Comparable Companies 
are listed companies. It is generally accepted that the value for quoted shares are generally higher than those for 
unquoted shares in the view of the listed status, improved liquidity, disclosure, corporate governance requirements 
as well as rules of the relevant exchange that has to be complied with for listing.

Target’s Selected Comparable 
Companies

Market 
capitalisation
(S$ million) Principal activities

Soilbuild Construction Group Ltd
(“Soilbuild”)

Listed on the SG -ST

153.2 The group is engaged in construction, design and 
build, turnkey construction, project consultancy, project 
management services, procurement, and mechanical and 
electrical installation services.

Kori Holdings Limited 
(“Kori”)

Listed on the SG -ST

44.1 The group is engaged in offering civil/structural engineering 
and infrastructural construction services as a sub-contractor 
for commercial, industrial, and public infrastructural 
construction projects in Singapore and Malaysia. It operates 
in two segments, structural steelworks services and tunneling 
services.

BBR Holdings (S) Limited
(“BBR”)
Listed on the SG -ST

50.8 The group is engaged in the general construction, specialized 
engineering, and property development and green technology 
businesses

OKP Holdings Limited
(“OKP”)

Listed on the SG -ST

77.1 The group is engaged in the construction of urban and arterial 
roads, expressways, vehicular bridges, yovers and buildings, 
airports infrastructure, and oil and gas-related infrastructure 
for petrochemical plants and oil storage terminals and 
maintenance of roads, road reserves, pavements, footpaths 
and kerbs, guardrails, drains, signboards, bus bays, and 
shelters. 

Hock Lian Seng Holdings Limited 
(“Hock Lian Seng”)

Listed on the SG -ST

201.4 The group is engaged in infrastructure construction and civil 
engineering works for bridges, expressways, tunnels and 
other related infrastructure works, property development and 
property investment.

TEE International Limited
(“TEE International”)

Listed on the SG -ST

110.7 The group is engaged in providing mechanical and 
electrical work relating to the expansion and improvement 
of infrastructure, constructing new buildings and converting 
existing buildings and facilities for new uses and offering 
approaches to the construction of infrastructure, real estate 
development and investment and infrastructure solutions.

Source: Bloomberg, SG -ST and respective companies’ website
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The following tabulates the salient ratios for comparative financial performance and position for the Target’s Selected 
Comparable Companies and the Target:- 

Target's Selected 
Comparable 
Companies

Financial 
Year End

ROE(1)
Net profit 
margin(3)

Asset 
turnover(4)

Total 
liabilities (5) / 
shareholder 

equity(6)

Total 
borrowings(7)/ 
shareholder 

equity(6)

Net cash(8) 
/ market 

capitalisation 
(9)

(%) (%) (times) (times) (times) (%)

Building and Civil Engineering
Soilbuild 31-Dec-15 20.5% 5.7% 1.5 1.3 No borrowing 4.4%
Kori 31-Dec-15 3.5% 3.1% 0.7 0.6 0.2 Net borrowing
BBR 31-Dec-15 1.8% 0.5% 1.5 1.1 0.2 8.8%
OKP 31-Dec-15 6.7% 6.8% 0.7 0.3 0.02 67.6%
Hock Lian Seng 31-Dec-15 16.6% 21.0% 0.5 0.5 0.1 70.2%
TEE International 31-May-15 11.6% 5.1% 0.4 4.1 2.7 Net borrowing

Maximum 20.5% 21.0% 1.5 4.1 2.7 70.2%
Minimum 1.8% 0.5% 0.4 0.3 0.02 4.4%
Median 9.2% 5.4% 0.7 0.9 0.2 38.2%
Simple average 10.1% 7.0% 0.9 1.3 0.6 37.7%

Target 3.2% /
FY2015 15.7%(2) 0.4% 1.6 4.0 0.1 76.7%(10)

Source: The latest annual reports or announced unaudited full year financial statements of respective companies. The ratios for 
Soildbuild, Kori, BBR, OKP and ock Lian Seng are based on unaudited financial statements for the financial year ended on  
December . or T  International, the ratios are computed based on the audited financial statements for the financial year 
ended  May .  or the Target, the ratios are computed based on the audited financial statements for .

Notes: 

) The return on equity “RO ”) is based on the ratio of the consolidated net profits after ta  attributable to the shareholders 
to the consolidated shareholders’ equity e cluding minority interest of the respective companies.

) The Target’s adjusted RO  is based on the ratio of the Target’s net profit before interest interest e penses and interest 
income from bank deposit) over the Target’s total equity less et Cash. or the Target’s Selected Comparable Companies, 
the simple average and median of the adjusted RO  is appro imately .  and .  respectively.  

) et profit margin is the ratio of the consolidated net profits after ta  attributable to shareholders to the total consolidated 
revenue of the respective companies.

) Asset turnover is the ratio of the total consolidated revenue to the total consolidated assets of the respective companies.
 

) Total liabilities include all the liabilities of the respective companies but e clude any contingent liabilities.

) Shareholders’ equity is the consolidated shareholders’ funds e cluding minority interest of the respective companies as at 
the respective financial year end. 

 
) Total borrowings include all bank loans and borrowings as well as hire purchase obligations and interest bearing debts.

) et cash is cash and cash equivalents less total borrowings.

) Market capitalisation is based on the total number of issued shares multiplied with the last closing price for the shares as 
at the Latest Practicable Date for the respective companies.

) Being the ratio of the Target’s et Cash of S .  million and the Consideration.
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Relative Performance of the Target

For illustrative purposes only, we note the following: -

(i) The Target has a net cash of approximately S$14.6 million as at 31 December 2015 and this is approximately 
76.7% of its market capitalisation as implied by the Consideration (which is higher than any of the Target’s 
Selected Comparable Companies).   

(i) The Target’s ROE ratio for FY2015 is within the range but significantly lower than both the median and simple 
average for the Target’s Selected Comparable Companies. As highlighted in point (i) above, the Group 
has a superior net cash/market capitalisation position as compared to the Target’s Selected Comparable 
Companies. In the event that the Target’s net profit for FY2015 is adjusted with the interest income from 
bank deposit and interest expenses and the Net Cash is extracted from the Target’s total equity for FY2015, 
the Target’s adjusted ROE would be approximately 15.7% and this is within the range and higher than 
both the median and simple average of the ROE and adjusted ROE for the Target’s Selected Comparable 
Companies. 

(ii) The Target’s net profit margin ratio for FY2015 is lower and less favourable than any of the Group’s Selected 
Comparable Companies. 

(ii) The Target’s asset turnover for FY2015 is higher and more favourable than any of the Target’s Selected 
Comparable Companies.

(iii) The Target’s financial position as reflected by the total liabilities to shareholders’ equity ratio for FY2015 
is within range but significantly higher than the median and simple average for the Target’s Selected 
Comparable Companies. However, in terms of the total borrowings to shareholders equity, the Target’s ratio 
is within range but lower and more favourable than the median and simple average for the Target’s Selected 
Comparable Companies.

In summary, whilst the Target’s net profit margin is worse off as compared to the Target’s Selected Comparable 
Companies, the Target’s financial performance in terms of adjusted ROE and asset turnover ratio appear to be more 
favourable than the Target’s Selected Comparable Companies. In terms of the financial position, the Target has 
lower gearing ratio than the Target’s Selected Comparable Companies (save for Soilbuild and OKP) and superior 
net cash/market capitalisation position as compared to the Target’s Selected Comparable Companies.  

The following valuation statistics for the Target’s Selected Comparable Companies are based on their respective 
closing prices as at the Latest Practicable Date, while the valuation of the Target is based on the Consideration. All 
the valuation statistics are computed on a historical basis using financial data and information obtained from their 
latest publicly available unaudited financial statements or audited financial statements from their annual reports or 
result announcements.
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The following table tabulates the comparative valuation statistics for the Target’s Selected Comparable Companies 
and the Target should be evaluated in the context of their relative financial performance:-

Target’s Selected
Comparable
Companies

Market 
Capitalisation

EV / 
EBITDA PER(1)

Adjusted  
PER(2) P/NAV(3) P/NTA(4)

Premium/ 
(discount) 
over/ from 

NTA
Adjusted  
P/NTA(5)

(in S$ million) (times) (times) (times) (times) (times) (%) (times)

Building and Civil Engineering
Soilbuild 153.2 5.5 8.2 8.0 1.7 1.7 69.0% 1.7 
Kori 44.1 21.7 28.1 24.0 1.0 1.0 (2.1)% 1.0 
BBR 50.8 4.7 21.8 18.6 0.4 0.4 (61.6)% 0.4 
OKP 77.1 2.4 11.0 3.7 0.7 0.7 (25.1)% 0.5 
Hock Lian Seng 201.4 1.5 5.5 1.8 0.9 0.9 (9.1)% 0.7 
TEE International 110.7 17.9 9.9 19.7 1.2 1.2 15.8% 1.0 

Maximum 201.4 21.7 28.1 24.0 1.7 1.7 69.0% 1.7 
Minimum 44.1 1.5 5.5 1.8 0.4 0.4 (61.6)% 0.4 
Median 93.9 5.1 10.5 13.3 0.9 0.9 (5.6)% 0.9 
Simple average 106.2 8.9 14.1 12.6 1.0 1.0 (2.2)% 0.9 

Target

Consideration 19.0 2.0 31.3 6.3(2) 1.0 1.0 (0.45)% 0.4(6)

Notes:

) The P Rs for the Target’s Selected Comparable Companies are based on the earnings per share as reflected in their 
latest announced unaudited full year financial statements or audited financial statements from their annual reports as at 
the respective financial year end.

) The adjusted P R for the Target’s Selected Comparable Companies and the Target are based on their adjusted market 
capitalisation after subtracting net cash or adding net borrowing) and the net profit before interest interest e penses and 
interest income from bank deposit).

) The P AV ratios for the Target’s Selected Comparable Companies are based on their respective AV values as set out in 
their latest available announced unaudited full year financial statements or audited financial statements from their annual 
reports.

) The P TA ratios for the Target’s Selected Comparable Companies are based on their respective TA values as set out in 
their latest available announced unaudited full year financial statements or audited financial statements from their annual 
reports.

) The adjusted P TA ratios for the Target’s Selected Comparable Companies are based on their adjusted market 
capitalisation after subtracting net cash or adding net borrowing) and the adjusted TA after subtracting net cash or 
adding net borrowing).

) The Target’s adjusted P TA is a ratio of the Consideration less the Target’s et Cash over the Target’s Revalued TA 
less et Cash. 

Relative valuation for the Target

For illustrative purpose only, we note the following: - 

(i) The market capitalisation of the Target as implied by the Consideration is lower than any of the Target’s 
Selected Comparable Companies. Hence, comparison of the valuation ratios for the Target and the Target’s 
Selected Comparable Companies are necessarily limited and presented herein for illustrative purpose only. 
The Non-Interested Directors should also note that whilst the Target is not listed but it is an indirect wholly 
owned subsidiary of KBG, a listed company, as at the Latest Practicable Date.
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(ii) The valuation of the Target in terms of EV/EBITDA ratio as implied by the Consideration is within the range 
and lower than both the median and simple average of the Target’s Selected Comparable Companies. It is 
noted that the EV/EBITDA is a more meaningful indicator in view of the differences in the capital structure of 
the Target and the Target’s Selected Comparable Companies as highlighted in the previous paragraphs. 

(iii) The Target’s valuation in terms of PER (as implied by the Consideration) is higher than any of the Target’s 
Selected Comparable Companies. As highlighted previously, the Target has a higher ratio of net cash over 
market capitalisation as compared to the Target’s Selected Comparable Companies. As such, we have 
adjusted the Consideration with the Target’s Net Cash and adjusted the Target’s net profit with the interest 
income from bank deposit and interest expenses to arrive at an adjusted PER of approximately 6.3 times, 
which is within the range and lower than both the median and simple average of PER for the Target’s Selected 
Comparable Companies. Likewise, the Target’s adjusted PER of approximately 6.3 times is within the range 
and lower than the median and simple average of adjusted PER for the Target’s Selected Comparable 
Companies (in the event that the PER for the Target’s Selected Comparable Companies are adjusted in 
similar manner). 

(iv) The valuation of the Target in terms of P/NAV and P/NTA (as implied by the Consideration) are within the 
range, higher than the median and in line with the simple average for the Target’s Selected Comparable 
Companies. 

(v) As highlighted in Section 5.2.2. of this Letter, in the event that the Target’s Net Cash is deducted from the 
Consideration as well as the Target’s Revalued NTA as at 31 December 2015, the Consideration less the 
Net Cash represents a discount of approximately 57.0% from the Target’s Revalued NTA less the Net Cash 
or implied P/NTA of approximately 0.4 times. This is within the range and lower than both the median and 
simple average for the Target’s Selected Comparable Companies (for both P/NTA and adjusted P/NTA for the 
Target’s Selected Comparable Companies). Likewise, in the event that the Target’s Net Cash less Dividend 
Pay-out is deducted from both the Consideration as well as the Target’s Revalued NTA, the Consideration 
less the Net Cash after Dividend Pay-out represents a discount of approximately 47.4% from the Target’s 
Revalued NTA less the Net Cash after Dividend Pay-out or implied P/NTA of approximately 0.5 times. This is 
within the range and lower than both the median and simple average for the Target’s Selected Comparable 
Companies (for both P/NTA and adjusted P/NTA for the Target’s Selected Comparable Companies). 

In summary, notwithstanding that the Target is unlisted, the valuation multiples for Target (as implied by the 
Consideration) in terms of EV/EBITDA, adjusted PER, adjusted P/NTA appear to be lower than the Target’s Selected 
Comparable Companies after taking into account: (a) the Target’s relatively favourable financial performance (in 
terms of the adjusted ROE and asset turnover ratio) and relatively better financial position (in terms of lower gearing 
(save for Soilbuild and OKP) and higher net cash over market capitalisation ratio) as compared to the median and 
simple average for the Target’s Selected Comparable Companies; and (b) the Target’s order book of approximately 
S$590.7 million as at 31 December 2015.

We also wish to highlight that the NAV and NTA based approach of valuing a company is dependent on factors 
that may differ for each Selected Company including, inter alia, factors such as depreciation policies. As such, 
the comparison of the NAV and NTA of the Target with those of the Target’s Selected Comparable Companies is 
necessarily limited and such comparison is made for illustrative purposes only. In addition, as all the ratios and 
tools used invariably uses the price of the shares, they may or may not take into account any relative or perceived 
or actual risk premiums or demand and supply conditions for those shares which may or may not have been 
fundamentally justified. In addition, as these are tools or ratios that are based on historical financial performance or 
position, they may or may not reflect the anticipated financial performance and the mix of its activities or the relative 
contributions in terms of assets, financial performance may differ.

Non-Interested Directors should note that the prices at which shares trade include factors other than historical 
financial performance, and some of these, inter alia, include prospects real or perceived of financial performance or 
historical share price performance or demand and supply conditions of the shares as well as the relative liquidity of 
the shares and the market capitalisation or the relative sentiments of the market for the shares.



A-43

LETTER FROM ASIAN CORPORATE ADVISORS PTE. LTD. TO THE NON-
INTERESTED DIRECTORS OF KOH BROTHERS ECO ENGINEERING LIMITED

5.
5.

 
A

N
A

LY
SI

S 
O

F 
C

O
M

PA
R

A
B

LE
 T

R
A

N
SA

C
TI

O
N

S

In
 o

ur
 a

ss
es

sm
en

t o
f t

he
 r

ea
so

na
bl

en
es

s 
of

 th
e 

P
ro

po
se

d 
A

cq
ui

si
tio

n 
an

d 
th

e 
C

on
si

de
ra

tio
n,

 w
e 

ha
ve

 c
on

si
de

re
d 

th
e 

sa
lie

nt
 te

rm
s 

of
 o

th
er

 a
cq

ui
si

tio
ns

 o
f e

qu
ity

 
in

te
re

st
s 

w
hi

ch
 c

on
st

itu
te

 in
te

re
st

ed
 p

er
so

n 
tra

ns
ac

tio
ns

 u
nd

er
ta

ke
n 

by
 S

G
X

-S
T 

lis
te

d 
co

m
pa

ni
es

 (t
he

 “S
el

ec
te

d 
IP

T 
A

cq
ui

si
tio

ns
”)

 to
 p

ro
vi

de
, i

nt
er

 a
lia

, a
 g

en
er

al
 

co
m

pa
ris

on
 o

f t
he

 p
re

m
iu

m
 o

ve
r o

r d
is

co
un

t t
o 

N
TA

, w
ith

ou
t h

av
in

g 
re

ga
rd

 to
 s

pe
ci

fic
 in

du
st

ry
 c

ha
ra

ct
er

is
tic

s 
or

 c
on

si
de

ra
tio

n 
st

ru
ct

ur
e 

or
 o

th
er

 re
le

va
nt

 c
on

si
de

ra
tio

ns
. 

W
e 

w
is

h 
to

 h
ig

hl
ig

ht
 th

at
 th

e 
lis

t o
f t

he
 S

el
ec

te
d 

IP
T 

A
cq

ui
si

tio
ns

 is
 b

y 
no

 m
ea

ns
 e

xh
au

st
iv

e,
 a

nd
 th

at
 th

e 
pr

em
iu

m
 (i

f a
ny

) t
ha

t a
 p

ur
ch

as
er

 w
ou

ld
 p

ay
 fo

r a
 b

us
in

es
s 

de
pe

nd
s 

on
 v

ar
io

us
 fa

ct
or

s,
 in

cl
ud

in
g,

 in
te

r 
al

ia
, t

he
 p

ur
ch

as
er

’s
 r

at
io

na
le

 fo
r 

th
e 

ac
qu

is
iti

on
, c

on
si

de
ra

tio
n 

st
ru

ct
ur

e,
 p

re
va

ili
ng

 m
ar

ke
t c

on
di

tio
ns

 a
nd

 s
en

tim
en

ts
, 

at
tra

ct
iv

en
es

s 
an

d 
pr

of
ita

bi
lit

y 
of

 th
e 

bu
si

ne
ss

 a
nd

 a
ss

et
s 

ac
qu

ire
d 

as
 w

el
l a

s 
re

la
tiv

e 
“b

ar
ga

in
in

g 
po

si
tio

n”
 o

f b
uy

er
/s

el
le

r. 
A

cc
or

di
ng

ly,
 a

ny
 c

om
pa

ris
on

 m
ad

e 
w

ith
 

re
sp

ec
t t

o 
th

e 
S

el
ec

te
d 

IP
T 

A
cq

ui
si

tio
ns

 is
 in

te
nd

ed
 to

 s
er

ve
 a

s 
an

 il
lu

st
ra

tiv
e 

gu
id

e 
on

ly.

Se
le

ct
ed

 C
om

pa
ni

es
Ta

rg
et

 C
om

pa
ni

es
A

nn
ou

nc
em

en
t 

da
te

%
 o

f e
qu

ity
 

in
te

re
st

 
ac

qu
ire

d
C

on
si

de
ra

tio
n 

St
ru

ct
ur

e

To
ta

l 
co

ns
id

er
at

io
n 

fo
r t

ar
ge

t 
co

m
pa

ni
es

 
(S

$ 
m

ill
io

n)

C
on

si
de

ra
tio

n 
to

 T
ar

ge
t N

TA
 

(ti
m

es
)

Ta
rg

et
 

pr
of

it/
Lo

ss

G
oo

dl
an

d 
G

ro
up

 L
im

ite
d

C
itr

in
e 

A
ss

et
s 

P
te

. L
td

.
14

-J
an

-1
4

10
0%

3.
5%

 c
as

h,
 8

7.
8%

 
sh

ar
es

 a
nd

 8
.8

%
 

bo
nd

s

62
.7

0.
4

n.
a.

(1
)

M
Y

P 
Lt

d
G

ra
ce

 S
hi

ne
 P

te
. L

td
.

20
-M

ay
-1

4
80

%
2.

84
%

 c
as

h 
an

d 
97

.1
6%

 
sh

ar
es

19
3.

5
0.

9
P

ro
fit

A
ffr

et
on

 P
te

. L
td

.
20

-M
ay

-1
4

10
0%

0.
9

P
ro

fit

P
ol

ar
is

 L
td

P
T 

Tr
ik

om
se

l O
ke

 T
bk

.
3-

Ju
l-1

4
11

%
10

0%
 s

ha
re

s
65

.8
2.

8
P

ro
fit

Ju
bi

le
e 

In
du

st
rie

H
ol

di
ng

s 
Lt

d.
W

E
 C

om
po

ne
nt

s 
P

te
. L

td
18

-J
ul

-1
4

10
0%

10
0%

 c
as

h
10

.4
1.

9
Lo

ss
  

(p
ro

fit
 5

-m
th

 
in

te
rim

)

A
us

G
ro

up
 L

im
ite

d
E

zi
on

 O
ffs

ho
re

 L
og

is
tic

s 
H

ub
 P

te
 L

td
23

-J
ul

-1
4

10
0%

25
.4

5%
 c

as
h 

an
d 

74
.5

5%
 s

ha
re

s
55

.0
n.

m
. (2

)
Lo

ss

Te
ra

s 
A

us
tra

lia
 P

ty
 L

td
23

-J
ul

-1
4

90
%

25
.4

5%
 c

as
h 

an
d 

74
.5

5%
 s

ha
re

s

A
ch

ie
va

 L
im

ite
d

(I)
 S

U
TL

 M
ar

in
a 

D
ev

el
op

m
en

t P
te

. L
td

.
(II

) O
ne

15
 L

ux
ur

y 
Ya

ch
tin

g 
P

te
. L

td
.

14
-A

ug
-1

4
10

0%
10

0%
 s

ha
re

s
21

.0
1.

0
P

ro
fit

S
hu

i O
n 

La
nd

 L
im

ite
d

S
hu

i O
n 

G
ra

np
ex

 
Li

m
ite

d,
 P

at
 D

av
ie

 
(C

hi
na

) L
im

ite
d 

an
d 

Fa
m

ou
s 

S
ce

ne
 

H
ol

di
ng

s 
Li

m
ite

d

21
-A

ug
-1

4
10

0%
85

.3
%

 c
as

h 
an

d 
14

.7
 %

 
de

bt
8.

7(3
)

0.
8

P
ro

fit

G
lo

ba
l Y

el
lo

w
 P

ag
es

P
ak

ur
an

ga
 P

la
za

 L
im

ite
d

8-
O

ct
-1

4
10

0%
10

0%
 c

as
h

38
.5

n.
m

.
P

ro
fit



A-44

LETTER FROM ASIAN CORPORATE ADVISORS PTE. LTD. TO THE NON-
INTERESTED DIRECTORS OF KOH BROTHERS ECO ENGINEERING LIMITED

Se
le

ct
ed

 C
om

pa
ni

es
Ta

rg
et

 C
om

pa
ni

es
A

nn
ou

nc
em

en
t 

da
te

%
 o

f e
qu

ity
 

in
te

re
st

 
ac

qu
ire

d
C

on
si

de
ra

tio
n 

St
ru

ct
ur

e

To
ta

l 
co

ns
id

er
at

io
n 

fo
r t

ar
ge

t 
co

m
pa

ni
es

 
(S

$ 
m

ill
io

n)

C
on

si
de

ra
tio

n 
to

 T
ar

ge
t N

TA
 

(ti
m

es
)

Ta
rg

et
 

pr
of

it/
Lo

ss
Va

llia
nz

 H
ol

di
ng

s
Li

m
ite

d
N

ew
cr

uz
 In

te
rn

at
io

na
l 

P
te

. L
td

.
10

-N
ov

-1
4

10
0%

62
.3

4%
 s

en
io

r p
er

pe
tu

al
 

se
cu

rit
ie

s,
 3

7.
66

%
 

sh
ar

es

47
.7

0.
5

P
ro

fit

Va
llia

nz
 H

ol
di

ng
s

Li
m

ite
d

P
TS

B
 H

ol
di

ng
s 

P
te

. L
td

.
10

-N
ov

-1
4

10
0%

1.
2

P
ro

fit

AV
IC

 In
te

rn
at

io
na

l
M

ar
iti

m
e 

H
ol

di
ng

s 
Li

m
ite

d

AV
IC

 Z
he

nj
ia

ng
 S

hi
py

ar
d 

M
ar

in
e 

P
te

. L
td

.
21

-A
pr

-1
5

60
%

10
0%

 c
as

h
4.

9
1.

2
P

ro
fit

E
M

S
 E

ne
rg

y 
Li

m
ite

d
W

in
da

le
 H

ol
di

ng
s 

Li
m

ite
d

24
-A

pr
-1

5
10

0%
20

.8
7%

 d
eb

t a
nd

 
79

.1
3%

 c
as

h
15

0.
0

0.
8

P
ro

fit

R
af

fle
s 

U
ni

te
d 

Li
m

ite
d

R
af

fle
s 

C
ap

ita
l E

nt
er

pr
is

e 
P

te
. L

td
.

10
-J

un
-1

5
51

%
10

0%
 c

as
h

8.
0

1.
0

P
ro

fit

R
ow

sl
ey

 L
im

ite
d

G
G

 C
ol

le
ct

io
ns

 P
riv

at
e 

Li
m

ite
d

27
-A

ug
-1

5
50

%
91

%
 c

as
h 

an
d 

9%
 d

eb
t

12
.0

0.
7

Lo
ss

R
ow

sl
ey

 L
im

ite
d

C
af

é 
Fo

ot
ba

ll 
Li

m
ite

d
27

-A
ug

-1
5

75
%

99
.9

9%
 d

eb
t (

le
ss

 th
an

 
0.

01
%

 c
as

h)
1.

0
3.

6
Lo

ss

R
ow

sl
ey

 L
im

ite
d

O
rc

hi
d 

Le
is

ur
e 

Li
m

ite
d

27
-A

ug
-1

5
50

%
48

.2
0 

ca
sh

 a
nd

 5
1.

8%
 

de
bt

50
.1

1.
0

Lo
ss

M
A

X
 

 
10

0%
19

3.
5

3.
6

 

M
IN

 
 

11
%

1.
0

0.
4

 

M
ED

IA
N

 
 

10
0%

38
.5

1.
0

 

AV
ER

A
G

E
 

 
80

%
48

.6
1.

2
 

C
om

pa
ny

Ta
rg

et
 

10
0%

10
0%

 s
ha

re
s

19
.0

0.
8

Pr
of

it

So
ur

ce
: S

G
-S

T 
an

no
un

ce
m

en
ts

 a
nd

 c
irc

ul
ar

s 
to

 s
ha

re
ho

ld
er

s 
in

 re
la

tio
n 

to
 th

e 
re

sp
ec

tiv
e 

ac
qu

is
iti

on
 tr

an
sa

ct
io

ns

N
ot

es
: 

) 
Ta

rg
et

 d
oe

s 
no

t h
av

e 
an

y 
re

ve
nu

e 
or

 p
ro

fit
s 

as
 a

t t
he

 d
at

e 
of

 th
e 

ci
rc

ul
ar

) 
B

as
ed

 o
n 

un
au

di
te

d 
co

ns
ol

id
at

ed
 f

in
an

ci
al

 s
ta

te
m

en
ts

 o
f 

io
n 

O
ffs

ho
re

 L
og

is
tic

s 
ub

 P
te

 L
td

 a
nd

 T
er

as
 A

us
tra

lia
 P

ty
 L

td
 f

or
 

 m
on

th
s 

fin
an

ci
al

 p
er

io
d 

en
de

d
  

 
un

e 
, a

re
 in

 n
eg

at
iv

e 
bo

ok
 v

al
ue

 o
f a

pp
ro

im
at

el
y 

S
.

 m
ill

io
n.

) 
B

as
ed

 o
n 

an
 e

ch
an

ge
 ra

te
 o

f S
K

D
.

 



A-45

LETTER FROM ASIAN CORPORATE ADVISORS PTE. LTD. TO THE NON-
INTERESTED DIRECTORS OF KOH BROTHERS ECO ENGINEERING LIMITED

For illustrative purposes only, we note the following:-

(i) The Target’s value based on the Consideration as compared to the total consideration payable for the 
Selected IPT Acquisitions is within the range but lower than both the simple average and median for the 
Selected IPT Acquisitions.

(ii) The Target’s P/NTA ratio of approximately 0.8 times as implied by the Consideration and the Target’s 
Revalued NTA (please refer to Section 5.2.2. of this Letter) is within the range and lower than both the simple 
average for the Selected IPT Acquisitions.

Independent Shareholders should note that as the circumstances for each of the companies listed is unique 
and as the companies or the transactions may not be identical to the Target or the Proposed Acquisition in 
terms of business activities, size of operations, market capitalisation, asset base, risk profile, track record, 
future prospects, payment terms and other relevant criteria, the analysis is necessarily limited. Further, the 
list of Selected IPT Acquisitions is by no means exhaustive and information relating to the said companies 
was compiled from publicly available information. Accordingly, any comparison between the Proposed 
Acquisition and the Selected IPT Acquisitions serves as an illustrative guide only.

5.6. FINANCIAL EFFECTS OF THE PROPOSED ACQUISITION

The proforma financial effects of the Proposed Acquisition on the Group and its assumptions are set out in Section 
2.3 of the Circular. We recommend that the Non-Interested Directors advise the Independent Shareholders to read 
those pages of the Circular carefully. The financial effects of the Proposed Acquisition have been extracted from 
Section 2.3 of the Circular and is set out in italic below.

“2.3. FINANCIAL EFFECTS OF THE PROPOSED ACQUISITION

The pro forma financial effects of the Proposed Acquisition have been prepared based on the audited 
consolidated financial statements of the Group and the audited financial statements of the Target for , 
under the following assumptions

a) that the Proposed Acquisition had been completed on  anuary  for the purposes of illustrating 
the financial effects on earnings

b) that the Proposed Acquisition had been completed on  December  for the purposes of 
illustrating the financial effects on share capital, TA and gearing  

c) that any inter-company transactions and or balances between the Group and the Target has been 
disregarded hereto  and 

d) the e penses in connection with the Proposed Acquisition have been disregarded hereto.
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The pro forma financial effects presented below are for illustrative purposes only and are not intended to 
reflect the actual future financial situation of the Company or the Group upon Completion. 

2.3.1. Share Capital
 

Before the 
Proposed 

Acquisition

After the 
Proposed 

Acquisition

Issued and paid-up share capital S ’ ) , ,
umber of Shares ’ ) , ,

 
2.3.2. NTA 

Before the 
Proposed 

Acquisition

After the 
Proposed 

Acquisition
TA attributable to owners of the Company S ’ ) , ,
umber of Shares ’ ) , ,
TA per Share cents) . .

2.3.3. EPS

Before the 
Proposed 

Acquisition

After the 
Proposed 

Acquisition

et profit attributable to owners of the Company S ’ ) , ,
eighted average number of KB co Shares ’ ) ) , ,
PS cents) . .

Note:

) The weighted average number of ordinary shares for  is equivalent to the number of Shares at the 
beginning of .

2.3.4. Gearing 

Before the 
Proposed 

Acquisition

After the 
Proposed 

Acquisition

Total borrowings S ’ ) ) , ,
Cash and cash equivalents S ’ ) , ,

quity attributable to owners of the Company S ’ ) , ,
et gearing ratio times) ) . ) . )

Note:

) “Total borrowings” comprises bank borrowings and finance leases. 

) “ et gearing ratio” has been computed based on total borrowings net of cash and cash equivalents 
divided by equity attributable to owners of the Company.”
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For illustrative purposes only, we note from the table above that after the Completion of the Proposed Acquisition, 
the earnings per Share (“EPS”) of the Group would decline from 0.55 S$ cent for FY2015 to 0.36 S$ cent. In addition, 
after the Completion of the Proposed Acquisition, the Group’s NTA per Share would increase from 2.14 S$ cents to 
3.64 S$ cents. Furthermore, following the Completion of the Proposed Acquisition, the Enlarged Group would be in 
a net cash position (being cash and cash equivalents less total borrowings) of approximately S$28.8 million, which 
is more favourable than the Group’s net cash position of approximately S$14.2 million as at 31 December 2015 and 
would allow the Enlarged Group to take on more or bigger projects as well as further expansion. 

We wish to highlight that while the Proposed Acquisition will lead to a lower EPS, it will result in a higher NTA per 
Share, and favourable effect to the Group’s financial position in terms of gearing or net cash position. We also note 
from Section 2.1.3 of the Circular, the Directors believe that the Proposed Acquisition represents, inter alia, the 
consolidation of the building construction and civil engineering capabilities of the Target with the EPC capabilities of 
the Group and hence it would enable the Target and the Group to leverage on each other’s strength and expertise 
to enhance the operational efficiency between them for greater synergy and cost savings. The Directors consider 
the Proposed Acquisition to be in the interest of and beneficial to the Group.

5.7. OTHER CONSIDERATIONS

5.7.1. Rationale for the Proposed Acquisition

The rationale for the Proposed Acquisition has been extracted from Section 2.1.3 of the Circular and is set out 
in italics below. We advise the Non-Interested Directors to recommend Independent Shareholders to read those 
pages of the Circular carefully. Unless otherwise defined or the context otherwise requires, all terms defined in the 
Circular shall have the same meaning herein.

“2.1.3. Rationale for the Proposed Acquisition

The Board is of the view that undertaking the Proposed Acquisition would be in the interests of the 
Company as the consolidation of the building construction and civil engineering capabilities of the Target 
with the PC capabilities of the Group would enable the Target and the Group to leverage on each 
other’s strength and e pertise to enhance the operational efficiency between them for greater synergy 
and cost savings. 

The Proposed Acquisition would enable the Group to leverage on the synergies resulting from combining 
the Target’s construction business under the Company and create a better platform to grow its construction 
business, including the further e ploration of opportunities in water and wastewater treatment and hydro-
engineering. 
  
The Proposed Acquisition will also give investors the opportunity to assess the value of the nlarged 
Group, taking into consideration factors unique to the nlarged Group, such as its business model and 
operations, performance, any synergies and cost savings, risk profile, strategies and future plans.”

 5.7.2. Risk factors relating to the Proposed Acquisition

While we have, in the course of our evaluation, assessed the financial terms of the Proposed Acquisition and 
considered the transaction from the perspective of whether such terms are on normal commercial terms and 
prejudicial to the interests of the Company and the minority Shareholders, we have not examined the underlying 
business and financial risks associated with the Proposed Acquisition as well as the business prospects of the 
Target or the Enlarged Group following the completion of the Proposed Acquisition, which shall be the responsibility 
of the Directors.

The risk factors in connection with the Proposed Acquisition is set out in Section 2.2 of the Circular. Should any of 
the considerations and uncertainties highlighted in the aforementioned risk factors develop into actual event, the 
business, financial condition or results of the operations of the Group, the Company, the Target or the Enlarged 
Group could be materially adversely affected.
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5.7.3. Dilution impact of the Proposed Acquisition to the Independent Shareholders

It is important to note that pursuant to the Proposed Acquisition and issuance of the Consideration Shares, the 
shareholdings of existing Shareholders will be affected. In evaluating the dilution impact of the Proposed Transactions 
on existing Independent Shareholders, we have considered the following:-

 As at the Latest Practicable Date Upon Completion of the Proposed Acquisition

 
Direct 

Interests
Deemed 
Interests

Total 
Interests %

Direct 
Interests

Deemed 
Interests

Total 
Interests %

Directors     
Mr. Koh Keng Siang - - - 0.0% - - - 0.0%
Mr. Koh Choon Leng - - - 0.0% - - - 0.0%
Mr. Tan Hwa Peng - - - 0.0% - - - 0.0%
Mr. Tan Liang Seng - - - 0.0% - - - 0.0%
   
Substantial 
Shareholders 
(other than 
Directors)   
KBG 155,000,000 - 155,000,000 41.0% 524,145,631 - 524,145,631 70.1%
Mr. Tan Tze Wen 52,942,557 - 52,942,557 14.0% 52,942,557 - 52,942,557 7.1%
Mr. Sunny Ong 
Keng Hua 24,800,000 - 24,800,000 6.6% 24,800,000 - 24,800,000 3.3%
   
Public 
Shareholders(2) 145,666,019 38.5% 145,666,019 19.5%
   

TOTAL 378,408,576 100% 747,554,207  

Notes:-

) umber of issued Shares e cluding treasury shares is , ,  as at the Latest Practicable Date.

) Public Shareholders are Shareholders other than KBG, the Vendor, the Directors, the Substantial Shareholders as at the 
Latest Practicable Date.

Based on the above illustration, we note that KBG is the single and largest Controlling Shareholder of the Company 
as at the Latest Practicable Date, and after the issuance of 369,145,631 Consideration Shares, KBG’ shareholdings 
in the Company will increase from approximately 41.0% to approximately 70.1%. Furthermore, we note that the 
shareholding of the existing public Shareholders will decrease from 38.5% to approximately 19.5%. 

Even though KBG will not have a super majority control of the Company of 75.0% (assuming the completion of 
the Proposed Acquisition and issuance of Consideration Shares), KBG will have more than 50.0% of the Shares, 
allowing it to exercise statutory control of the Company and pass all ordinary resolutions on matters in which KBG 
do not have an interest in and are tabled for Shareholders’ approval at general meetings to be convened by the 
Company.

Shareholders should note that the Proposed Acquisition is conditional, among other things, upon the 
passing of the Proposed Whitewash Resolution by Independent Shareholders. In view of this, in the event 
that the Proposed Whitewash Resolution is not passed by the Independent Shareholders, the Proposed 
Acquisition will not take place.

Independent Shareholders should also note that by voting for the Proposed Whitewash Resolution, they 
will be waiving their rights to a general offer from KBG at the highest price paid or agreed to be paid by 
KBG and its concert parties for the Shares in the six (6) months preceding the allotment and issuance of 
the Consideration Shares.
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Independent Shareholders should note that the allotment and issuance of the Consideration Shares to KBG 
under the Proposed Acquisition would result in KBG and its concert parties holding Shares carrying over 
49.0% of the voting rights of the Company based on the Enlarged Share Capital, and KBG and its concert 
parties would then be free to acquire further Shares without incurring any obligation under Rule 14 of the 
Code to make a general offer for the Company.

5.7.4. No assurance of profitability

Non-Interested Directors should note that no profit warranty has been provided by any party with respect to the 
future performance of the Target in connection with the Proposed Acquisition. There can be no assurance that the 
Target will be profitable in the near future or in the long-term.

The Target recorded profit after tax of approximately S$0.6 million, S$2.1 million, and S$2.8 million in FY2015, 
FY2014, and FY2013 respectively. We would like to highlight that whilst the Target’s profitability in terms of net 
profit after tax has been decreasing since FY2013, the Target’s order book amounted to S$590.7 million as at 31 
December 2015 with an average project duration of between 3-5 years, which is higher than the Target’s order book 
of approximately S$210.6 million and S$320.8 million as at 31 December 2013 and 31 December 2014 respectively. 
The Target’s order book of approximately S$590.7 million as at 31 December 2015 is approximately 3.9 times of the 
Target’s revenue in FY2015 or approximately 4.3 times of the Target’s average revenue during FY2013 – FY2015. 

We would also like to highlight that there is no assurance that the steps taken or to be taken by the Group or the 
Target or the Enlarged Group subsequent to the Proposed Acquisition to improve the profitability and Shareholders’ 
value, including, inter alia, potential expansion of the Enlarged Group’s business, will be successful or would result 
in an enhancement of Shareholder value or would result in the Shares being traded at prices higher than the current 
prices as at the Latest Practicable Date. 

5.7.5. No alternative investment/business expansion or acquisition opportunity other than the 
Proposed Acquisition

As at the Latest Practicable Date, the Directors have confirmed that they are not aware of any firm/formal offer for 
alternative investment/business expansion or acquisition opportunity available to the Company, which is comparable 
in nature, size and scope to the Proposed Acquisition. 
 

5.7.6. Inter-conditionality of the Proposed Acquisition, the issuance and allotment of Consideration 
Shares, the Proposed Whitewash Resolution and the New IPT Mandate

As set out in Section 1.3 of the Circular, Shareholders should note that ALL the resolutions are conditional on the 
resolution to adopt the New IPT Mandate being approved. Shareholders should further note that, save for the 
resolution to adopt the New IPT Mandate, all other resolutions are also inter-conditional on each other. This means 
that if any of these resolutions is not approved, the other resolutions, save for the resolution to adopt the New IPT 
Mandate, will not be passed. 

5.7.7. Voting for the Proposed Acquisition

Pursuant to Rule 919 of the Catalist Rules, an interested person and any Associate of the interested person shall 
abstain from voting on the resolutions approving the interested person transactions involving themselves and their 
Associates. Such interested persons and their associates shall not act as proxies nor accept appointments as 
proxies in relation to such resolutions unless specific voting instructions had been given by the Shareholders.

We note from Section 9 of the Circular that KBG, Mr. Koh Keng Siang, and Mr. Tan Liang Seng, will abstain, and 
have undertaken to ensure that their respective Associates will abstain, from voting on Resolutions 1, 2, and 4 as 
set out in the Notice of EGM, nor accept any nominations to act as proxy for any Shareholder in approving the 
Proposed Acquisition, and the proposed adoption of the New IPT Mandate at the EGM unless specific instructions 
as to voting are given by such Shareholder in the proxy instrument.
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In addition, KBG and its concert parties, will abstain, and have undertaken to ensure that their respective Associates 
will abstain, from voting on Resolution 3 set out in the Notice of EGM, nor accept any nominations to act as a proxy 
for any Shareholder in approving the Proposed Whitewash Resolution at the EGM unless specific instructions as to 
voting are given by such Shareholder in the proxy instrument.

5.7.8. Comparison with the 2012 Subscription

On 25 October 2012, the Company announced that it had entered into a subscription agreement (the “Subscription 
Agreement”) dated 24 October 2012 with KBG pursuant to which the Company has agreed to issue to KBG or its 
nominee 155,000,000 new Shares (the “Subscription Shares”) and at an issue price of S$0.053 per Subscription 
Share (the “2012 Subscription Price”) for an aggregate consideration of S$8.215 million and 165,000,000 
Warrants, each Warrant carrying the right to subscribe to one (1) new Share  at an exercise price of S$0.053 for 
each Warrant Share (the “Exercise Price”) in the capital of the Company, for nil consideration (collectively, the 
“2012 Subscription”). The 2012 Subscription was completed on 28 February 2013. 

In addition, in consideration of the services provided in introducing KBG to the Company as a subscriber, the 
Company has issued 40,000,000 Referral Warrants on 28 February 2013 to Mr Lee Thiam Seng at an issue price of 
S$0.005 each (the “LTS Issue Price”), each Referral Warrant carrying the right to subscribe to one (1) new Share, 
at an exercise price of S$0.048 (the “LTS Exercise Price”) for each LTS Warrant Share. 

We note that the Issue Price in connection with the Proposed Acquisition is slightly lower than the 2012 Subscription 
Price in nominal terms. The higher 2012 Subscription Price has to be viewed in conjunction with the following:-

(i) The 2012 Subscription Price represents a discount of approximately 41.1% from the last transacted 
price for the Shares preceding to the announcement of the 2012 Subscription, whilst the Issue Price 
represents a discount of approximately 2.8% from the last transacted price for the Shares on 5 January 
2016, being the last Trading Day immediately preceding the Announcement Date. 

(ii) The 2012 Subscription Price was approximately 1.92 times of the Group’s audited NTA per Share as at 
30 June 2012, whilst the Issue Price is approximately 2.4 times of the Group’s audited NTA per Share 
as at 31 December 2015. 

(iii) KBG did not hold any Shares prior to the 2012 Subscription whilst KBG is already the single largest controlling 
Shareholder as at the Latest Practicable Date. 

The Non-Interested Directors should note that the comparison of the Issue Price with the 2012 Subscription Price 
may be subject to factors such as, inter alia, timing, market sentiment, size of issuance, pricing of the subscription 
shares, issuance of free detachable, non-transferable and non-listed warrants. Hence, any comparison thereof is 
at best an indication or illustration of the implied valuation of the 2012 Subscription as compared to that of implied 
valuation of the Company from the issue of Consideration Shares.

5.7.9. Implication of KBG’s controlling interest in the Company

Shareholders should note that after passing of all the ordinary resolution(s) for the Proposed Transactions during 
the EGM, KBG’s interest in the Company will increase from approximately 41.0% to approximately 70.1%.

Upon issuance of the Consideration Shares, KBG will be in a position to exercise statutory control of the Company. 
Statutory control will put KBG in a position to be able to pass all ordinary resolutions on matters in which KBG do 
not have an interest in and which are tabled for Shareholders’ approval at general meetings to be convened by the 
Company.

5.7.10. Potential Take-Over Offer from Third Party

Independent Shareholders should note that in the event that the Proposed Whitewash Resolution is approved, 
after the issuance of Consideration Shares, KBG will hold 70.1% of the Enlarged Share Capital. In such a scenario, 
the Company will be in a relatively less favourable position, in the context of interest from potential parties seeking 
control for the Company or who may have intentions to acquire a significant interest or control of the Company and 
thus, it may be less likely for a third party to make a take-over offer for the Company without the support of KBG.
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5.7.11. Financing requirements for the Enlarged Group 

We note from Section 2.2 of the Circular that the Target’s business is capital intensive and the Target may be unable 
to obtain financing on terms which are acceptable. The Directors have confirmed that based on the information 
made available to them and taking into account the existing cash and cash equivalents and banking facilities 
available to the Company and the Target, barring unforeseen circumstances, the Directors are of the opinion that 
the working capital available to the Enlarged Group as at the Latest Practicable Date is sufficient for present 
requirements and for at least 12 months after the Completion of the Proposed Acquisition and the payment of 
interest and principal when due.

Non-Interested Directors should note that the issuance of equity securities may result in further financial and voting 
dilution to Independent Shareholders. Debt financing may result in effective subordination of Shareholders’ interests 
to the debt, creating the possibility of default, placing debt covenants which, inter alia, could  limit the Enlarged 
Group’s financial and business alternatives or growths.

6.  THE PROPOSED ADOPTION OF THE NEW IPT MANDATE

6.1. GENERAL

Information on the Existing IPT Mandate (as defined in the Circular) is set out in Section 4.1 of the Circular.  We note 
from Section 4.3 of the Circular, the Existing IPT Mandate was to take effect until the conclusion of the next annual 
general meeting of the Company. As the terms of the Existing IPT Mandate only encompass transactions entered 
into and/or proposed to be entered into by the Company, its subsidiaries and associated companies which are 
considered to be “entities at risk” pursuant to Chapter 9 of the Catalist Rules (together, the “EAR Group”) with KBG 
(being the Controlling Shareholder of the Company) and/or its Associates (the “Mandated Interested Persons”), 
but do not cover transactions entered into by the Target with the Mandated Interested Persons post-Completion, the 
Directors propose to table, for the Shareholders’ consideration and approval, a new general mandate for Interested 
Person Transactions with the Mandated Interested Persons (the “New IPT Mandate”), which will increase the scope 
and categories of recurrent Interested Person Transactions covered by the Existing IPT Mandate. If approved by 
Shareholders at the EGM, the New IPT Mandate will replace the Existing IPT Mandate.

Shareholders should note that the New IPT Mandate will cover both transactions entered by the EAR Group with 
the Mandated Interested Persons and transactions entered into by the Target with the Mandated Interested Persons 
upon Completion. All references under this Section 6.1 to the “Group” should thus be construed accordingly.

As set out in Section 4.3.1 of the Circular, the categories of Interested Person Transactions which will be covered 
by the New IPT Mandate (the “New Interested Person Transactions”) include: 

General Transactions

General transactions by the Group relating to the provision to, and obtaining from the Mandated Interested Persons 
of the following products and services in the normal course of business of the Group in providing services for (i) 
water and wastewater treatment; (ii) hydro-engineering projects and/or (iii) construction (including but not limited to 
building and infrastructure):

(i) the engagement and/or provision of contractor services and supplier services in respect of (i) water and 
wastewater treatment; (ii) hydro-engineering projects and (iii) construction (including but not limited to 
building and infrastructure) activities;

(ii) the rental, sale or purchase (as the case may be) of materials, plants, machinery and equipment (which is 
in the ordinary course of business and save for those transactions which fall under the ambit of Chapter 
10 of the Catalist Rules) for (i) water and wastewater treatment; (ii) hydro-engineering projects and (iii) 
construction (including but not limited to building and infrastructure) activities;

(iii) the engagement and/or provision of logistics and transportation services;
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(iv) the engagement and/or provision of drainage system services, including but not limited to design, fabrication, 
delivering, installing and testing systems; 

(v) the engagement and/or provision of project development and/or management services, including but not 
limited to application for relevant permits, licences and approvals, management of tender process, advice 
on appointment of consultants, liaison with relevant authorities, liaison with consultants and contractors, 
supervision of work and the engagement and provision of financial and administrative support services 
related to such projects;

(vi) the engagement and/or provision of services for (i) water and wastewater treatment; (ii) hydro-engineering 
projects and (iii) construction (including but not limited to building and infrastructure) projects, including, 
amongst others, labour, design, supply, 3D modelling, delivery, diversion, installation, testing and commission 
of equipment;

(vii) the provision and/or the obtaining of corporate guarantees and/or performance bonds in relation to obligations 
which are incidental to or in connection with transactions described in sub-paragraphs (i) to (vi) above and  
which are in the ordinary course of business; and

(viii) the provision or obtaining of such other products and/or services which are incidental to or in connection with 
the provision or obtaining of products and/or services in sub-paragraphs (i) to (vii) above.

Management and Support Services

These transactions relate to provision and/or obtaining of management and support services in the area of 
professional, administrative and support services, including but not limited to, corporate events, potential and/
or existing business development, business relations, investment/project risk review, information technology, and 
management information systems, intellectual property rights, human resource and staff secondment, insurance, 
corporate communications (including investor relations), taxation, accounting, internal audit, central purchasing, 
corporate secretarial services and any other professional, administrative and support services that may arise from 
time to time (the “Management and Support Services”).

By having access to such services, the Group will benefit through savings in terms of reduced overheads and 
greater economies of scale (such as bulk discounts enjoyed by KBG on a group basis). In addition, the Group is 
able to obtain expertise in the areas of project/investment risk review, business relations and business development 
through the extensive global network of the Mandated Interested Persons and their top executives. The ability to 
tap on such expertise and experience is important for the Group’s ability to respond in a timely manner to take 
advantage of opportunities as and when they arise.

Other Services

Such transactions include:

(i) the leasing of premises and obtaining of property maintenance services; and

(ii) the provision or obtaining of such other products and/or services which are incidental to or in connection with 
the provision or obtaining of products and/or services in sub-paragraph (i) above.

For the avoidance of doubt, the New IPT Mandate does not extend to the purchase or sale of assets, undertakings 
or businesses between the Group and the Mandated Interested Persons. The New IPT Mandate will also not cover 
any Interested Person Transaction that is below S$100,000 in value as the threshold and aggregation requirements 
of Chapter 9 of the Catalist Rules would not apply to such transactions.

Transactions by the Group with the Mandated Interested Persons that do not fall within the ambit of the New IPT 
Mandate shall be subject to the relevant provisions of Chapter 9 of the Catalist Rules and/or other applicable 
provisions of the Catalist Rules.

As set out in Section 4.3.2 of the Circular, the New IPT Mandate will apply to any Interested Person Transactions 
that are carried out between (a) the Group, with (b) any of the Mandated Interested Persons.
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6.2.  RATIONALE FOR THE NEW IPT MANDATE

The full text of the rationale for the New IPT Mandate can be found in Section 4.3.3 of the Circular and has been 
reproduced in italics below. Unless otherwise defined or the context otherwise requires, all terms defined in the 
Circular shall have the same meaning herein.

“4.3.3.  Rationale for the New IPT Mandate

The Target has in the ordinary course of its business, entered into transactions with the Mandated 
Interested Persons. Post-Completion, the Company envisages that the Target will continue to enter 
into transactions with the Mandated Interested Persons from time to time as KBG being the Controlling 
Shareholder of the Company) intends for the Target to remain as the main operating construction 
company of the KBG Group. Please refer to Section . . B) of this Circular for further details of the 
Target’s business.

In view of the time-sensitive nature of commercial transactions in general, the Directors are of the view 
that post-Completion, it would be advantageous for the Company to obtain the ew IPT Mandate to enter 
into the ew Interested Person Transactions, provided that all the ew Interested Person Transactions 
are carried out on normal commercial terms and are not prejudicial to the interests of the Company or 
its minority Shareholders. The ew IPT Mandate if approved and renewed on an annual basis) will 
eliminate, among others, the need for the Company to convene separate general meetings on each 
occasion to seek Shareholders’ approval as and when ew Interested Person Transactions arise. This 
will reduce substantially the administrative time, inconvenience and e penses associated with the 
convening of such meetings, without compromising the Company’s corporate objectives and adversely 
affecting the Group’s business opportunities.

The Board is of the view that the ew Interested Person Transactions are and will be carried out on an 
arm’s length basis as the terms of the ew Interested Person Transactions are and will be comparable 
to those that the Group enters and will be entering into with other unrelated parties.

The Board having considered, inter alia, the terms, rationale for the ew IPT Mandate, is of the view that 
it will be beneficial to the Group to transact with the Mandated Interested Persons. Disclosure will be 
made where required under the prevailing Catalist Rules, in the Company’s annual report and financial 
results on the aggregate value of ew Interested Person Transactions conducted pursuant to the ew 
IPT Mandate during the relevant financial period, and in the annual reports for the subsequent financial 
years during which the ew IPT Mandate is in force or announced where required pursuant to the 
prevailing Catalist Rules.”

6.3. GUIDELINES AND REVIEW PROCEDURES FOR THE NEW INTERESTED PERSON 
TRANSACTIONS  

6.3.1. Review Procedures

The Directors have confirmed that to their best of knowledge and beliefs, the Group has in place, inter-alia, 
internal control systems, review and approval procedures to ensure that transactions with the “interested persons” 
(including the Mandated Interested Persons) are made on normal commercial terms and/or on an arm’s length 
basis, consistent with the Group’s usual business practices and policies and not prejudicial to the interests of the 
Company and the minority shareholders of the Company. The Audit and Risk Committee of the Company (which 
currently comprises Mr Koh Choon Leng (chairman), Mr Koh Keng Siang, and Mr Tan Hwa Peng) will also review 
and approve the New Interested Person Transactions where applicable, and to ensure that all future New Interested 
Person Transactions are carried out on normal commercial terms and will not be prejudicial to the interests of the 
Group or the Minority Shareholders.

The following review procedures will be implemented after having regard to the nature of New Interested Person 
Transactions and the criteria for establishing review procedures, which is to ensure that such review procedures are 
adequate and/or commercially practicable in ensuring that the New Interested Person Transactions are conducted 
on normal commercial terms, are in the interest of the Company and are not prejudicial to the interests of the 
Company and Minority Shareholders:
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(a) all New Interested Person Transactions shall be conducted in accordance with the Group’s usual business 
practices and policies, consistent or comparable with the usual margins or historical margins or costs (where 
applicable), rates (including commission) or prices extended to or received by the Group for the same or 
substantially similar type of transactions between the Group and unrelated third parties, and the terms are 
not more favourable to the Mandated Interested Person compared to those extended to or received from 
unrelated third parties after taking into account the speed of and cost for timely response and mobilisation, 
credit terms, quality, requirements, specifications, scope, size, complexity and resources required for 
implementation of the projects for which Mandated Interested Persons are providing goods or services, 
preferential or relatively advantageous access to assets and buyers, asset type, restrictions and array of 
services including its specialists nature, local knowledge, track record and standing in the relevant markets, 
risk for such transactions and the attendant cost in managing such risks;

(b) when purchasing any products or obtaining any services (including the leasing of premises) from a Mandated 
Interested Person, in order to ensure that the interests of the Group or the Minority Shareholders are not 
disadvantaged, comparison will be made with at least two quotations from unrelated/independent third 
party(ies) as a basis for comparison,  from independently verifiable and reliable sources as approved by the 
Audit and Risk Committee from time to time (“Approved Independent Sources”), with advice from relevant 
employees of the Company with management responsibilities comprising personnel from the finance 
department and other relevant departments.

The list of Approved Independent Sources will be maintained by the relevant departments and reviewed 
by the Audit and Risk Committee periodically. Specifically, for the provision of corporate guarantee(s) by 
the Mandated Interested Person, a comparison shall be made with the fees, premium or charges paid or 
payable by the Target or the Group to the bank or other financial institution for the provision of relevant or 
equivalent performance bond or guarantee with similar or comparable terms including, inter alia, duration 
and guaranteed amount. The purchase price or fee or rates for the products or services, after taking into 
account factors mentioned in paragraph (a) above, shall not be higher than the most favourable price or fee 
of the two other quotations (wherever possible or available) from the Approved Independent Sources.  Credit 
terms of the purchases will be comparable to those offered by unrelated third parties. In determining 
the most competitive price or fee, all pertinent factors, including but not limited to quality, requirements, 
specifications, delivery time of goods or services, industry norms, specifications, scope, size, complexity 
and resources required for implementation of the projects for which Mandated Interested Persons are 
providing goods or services, preferential or relatively advantageous access to assets and buyers, asset type, 
restrictions, array of services including its specialists nature, local knowledge, track record and standing in 
the relevant markets, risk for such transactions and the attendant cost in managing such risks will be taken 
into consideration; 

(c) when selling any products or supplying any services (including the leasing of premises) to a Mandated 
Interested Person, the price or fee or profit margins and terms of two other successful transactions of a 
similar nature (or comparable nature) with non-Mandated Interested Persons will be used as comparison 
to ensure that the interests of the Group or the Minority Shareholders are not disadvantaged. The price or 
fee or margin for the supply of products or services shall not be lower than the lowest price or fee of the 
two other successful transactions with non-Mandated Interested Persons, taking into account all pertinent 
factors, including but not limited to speed of and cost for timely response and mobilisation, quantity, credit 
records of the customer, terms of sale or supply, strategic purpose of the transaction, specifications, scope, 
size, complexity and resources required for implementation of the projects for Mandated Interested Persons, 
preferential or relatively advantageous access to assets and buyers, asset type, restrictions, array of services 
including its specialists nature, local knowledge, track record and standing in the relevant markets, risk for 
such transactions and the attendant cost in managing such risks and other qualitative considerations; and

(d) in circumstances where it is impractical or impossible to obtain comparable prices of contemporaneous 
transactions of similar goods or services due to the nature of the goods or services to be purchased or 
provided, any two of Directors of the Company with no interest, direct or indirect, in the proposed New 
Interested Person Transaction will, subject to the approval thresholds as set out in Section 6.3.2 of this 
Letter, take such necessary steps which would include but is not limited to (1) relying on corroborative 
inputs from reasonably experienced market practitioners in order to determine that the terms provided by 
the Mandated Interested Persons are fair and reasonable; and (2) evaluate and weigh the benefits of, and 
rationale for transacting with the Mandated Interested Persons, taking into account factors such as, but 
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not limited to, the nature of the services, track record, delivery schedules, requirements and specifications 
of the Group or the customer, duration of contract, quality, reliability, previous working experience taking 
into account mobilisation cost and timely response, specifications, scope, size, complexity and resources 
required for implementation of the projects for which Mandated Interested Persons are providing goods or 
services, preferential or relatively advantageous access to assets and buyers, asset type, restrictions and 
structure for investments, array of services including its specialists nature, local knowledge, track record and 
standing in the relevant markets, risk for such transactions and the attendant cost in managing such risks, 
project restrictions and structure or the results of and returns from the underlying projects.

6.3.2. Approval and Review Threshold

The following approval procedures will be implemented to supplement existing internal control procedures for the 
New Interested Person Transactions to ensure that such transactions are undertaken on an arm’s length basis and 
on normal commercial terms. For the avoidance of doubt, where the approving party as stipulated herein is interested 
in the transaction to be approved, he/she will inform the Audit and Risk Committee and such disclosures should be 
documented. In the event any equivalent person with the relevant experience and responsibility, as stated below for 
the various thresholds cannot be determined, the approving authority shall be decided the Audit and Risk Committee. 

Individual and aggregate transactions review and approval thresholds shall be as follows:-

(a) Where the individual or aggregate value of the New Interested Person Transactions is equal to or more than 
S$100,000 but less than 20% of the Group’s latest audited NTA, all subsequent New Interested Person 
Transactions shall require the prior approval of either the Financial Controller (or equivalent person) or Chief 
Executive Officer for the Group. New Interested Person Transactions that have been approved by the Audit 
and Risk Committee need not to be aggregated for the purpose of such approval.

(b) Where the individual or aggregate value of the New Interested Person Transactions is equal to or more than 
20% but less than 50% of the Group’s latest audited NTA, all subsequent Interested Person Transactions 
shall require the prior approval of both the Financial Controller (or equivalent person) or the Chief Executive 
Officer and; at least one (1) Director, who is not interested in the transaction and a member of the Audit 
and Risk Committee. New Interested Person Transactions that have been approved by the Audit and Risk 
Committee need not be aggregated for the purpose of such approval.

(c) Where the individual or aggregate New Interested Person Transactions is equal to or more than 50% of the Group’s 
latest audited NTA, all subsequent New Interested Person Transactions will be subject to the prior approval of 
the Audit and Risk Committee and recommendation of the Financial Controller (or equivalent person) or the 
Chief Executive Officer. If a member of the Audit and Risk Committee is interested in any New Interested Person 
Transactions, he shall abstain from participating in the review of that particular transaction. New Interested Person 
Transactions that have been approved by the Audit and Risk Committee need not be aggregated for the purpose of 
such approval. For avoidance of doubt, the Audit and Risk Committee shall be responsible for such approvals.

(d) All  approvals  must  strictly  follow  the review  procedures  as  stipulated  in Sections 6.3.1 and 6.3.2 of this 
Letter and must be documented. The documentation, including the reasons for approval where necessary, 
must be accompanied with supporting documents to serve as audit trails, which will be subject to internal 
and/or external audit.

In addition, the Financial Controller (or equivalent person), who is a key executive of the Company as disclosed 
in the Company’s annual report, will review (and document such reviews) all New Interested Person Transactions 
(including New Interested Person Transactions that are less than S$100,000 in value) and its register on a quarterly 
basis or such other periods as approved by the Audit and Risk Committee.

The threshold limits set out above are adopted by the Company taking into account, inter alia, the nature, volume, 
recurrent frequency and size of the transactions as well as the Group’s day-to-day operations, administration and 
businesses. The threshold limits are arrived at after considering the operational efficiency for the day-to-day 
business operations of the Group and the internal control for New Interested Person Transactions. The threshold 
limits act as an additional safeguard to supplement the review procedures which will be implemented by the 
Company for New Interested Person Transactions. 
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6.3.3. Additional Controls

The additional controls will apply to the New Interested Person Transactions as stated below. 
 
(a) The finance department of the Group will maintain a register of transactions carried out with 

Mandated Interested Persons pursuant to the New IPT Mandate (recording and documenting the identity 
of the interested persons, basis, including the quotations and supporting evidence or records or 
details obtained to support such basis, on which they were entered into as well as the approving 
authority). For avoidance of doubt, the quotations and supporting evidence or records or supporting 
details obtained may be kept or maintained by other relevant departments. The N e w  Interested Person 
Transactions register shall be prepared, maintained, monitored and reviewed on a monthly basis, by the 
Financial Controller (or equivalent person)  of the Company who is not a Mandated Interested Person. 
This is to ensure that they are carried out on normal commercial terms and in accordance with the 
guidelines and review procedures in the New IPT Mandate. All relevant non-quantitative factors will also 
be taken into account. Such review includes the examination of the transaction(s) and its supporting 
documents or such other data deemed necessary by the Audit and Risk Committee. In addition, any 
exceptions or departures from the procedures shall be reported and highlighted to the Audit and Risk 
Committee immediately.

(b) The Financial Controller (or equivalent person) / Company Secretary will obtain signed letters of 
confirmation from persons delegated with the approving authority as set out in this Letter, Controlling 
Shareholders and the Directors on a periodic basis (annual basis or such other period as may be 
determined by the Audit and Risk Committee) with respect to their interest in any transactions with the 
Group.

(c) The Financial Controller (or equivalent person) / Company Secretary will maintain a list of the Directors 
and Controlling Shareholders of the Company (which is to be updated immediately if there are 
any changes) to enable identification of Mandated Interested Persons. The master list of Mandated 
Interested Persons which is maintained shall be reviewed by the Audit and Risk Committee at least on a 
semi-annual basis.

(d) The Group’s annual or periodic (such periods as may be decided by the Audit and Risk Committee) 
internal audit plan may incorporate a review of all New Interested Person Transactions (where applicable), 
including the established review procedures for monitoring of such New Interested Person Transactions, 
entered into during the current financial year pursuant to the New IPT Mandate and consistent with 
the Code of Corporate Governance 2012. The approval thresholds as stipulated in this Letter may be 
delegated with the approval of the Audit and Risk Committee which will be duly documented together 
with the bases for such approval.

(e) The Audit and Risk Committee shall periodically review all New Interested Person Transactions, at 
least on a semi-annual basis, to ensure that they are carried out on normal commercial terms and 
in accordance with the guidelines and review procedures in the New IPT Mandate. All relevant non-
quantitative factors will also be taken into account. Such review includes the examination of the 
transaction(s) and its supporting documents or such other data deemed necessary by the Audit and 
Risk Committee. The Audit and Risk Committee shall, when it deems fit, have the right to require the 
appointment of independent sources, advisers and/or valuers to provide additional information or review 
of controls and its implementation pertaining to the transactions under review.
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(f) In the event that a member of the Audit and Risk Committee is interested in any New Interested Person 
Transaction, he shall abstain from participating in the review of that particular transaction.

 (g) Subject to point (d) above, the Group’s internal auditor shall, on at least a semi-annual basis or such other 
periods as required by the Audit and Risk Committee, subject to adjustment in frequency, depending on 
factors such as, inter alia, substantial increment of aggregate transactional value, report to the Audit and 
Risk Committee on all New Interested Person Transactions, and the basis of such transactions, entered into 
with Mandated Interested Persons during the preceding period. The Audit and Risk Committee shall review 
such interested person transactions at its periodic meetings (not less than twice or such other frequency a 
year as decided by the Audit and Risk Committee) except where New Interested Person Transactions are 
required under the review procedures to be approved by the Audit and Risk Committee prior to the entry 
thereof.

(h) The Audit and Risk Committee will conduct periodic reviews (of not less than half-yearly or such other 
period as may be determined by the Audit and Risk Committee) of the review procedures for the New 
Interested Person Transactions. If, during these periodic reviews, the Audit and Risk Committee is of 
the view that these review procedures are no longer sufficient or appropriate to ensure that the New 
Interested Person Transactions are transacted on normal commercial terms and will not be prejudicial 
to the interests of the Company and its Minority Shareholders, the Company will seek a fresh mandate  
from the Shareholders based on new review procedures for New Interested Person Transactions. All 
New Interested Person Transactions will be reviewed and approved by the Audit and Risk Committee 
prior to entry while a fresh mandate is being sought from the Shareholders.

(i) The Audit and Risk Committee will review the letters of confirmation from key management personnel, 
controlling shareholders and the Directors of the Company and all New Interested Person Transactions on 
a periodic basis (annual basis or such other period as may be determined by the Audit and Risk Committee) 
and the minutes of such review and its outcome shall be taken.

(j) For purposes of the above review and approval process, any Director who is not considered independent 
for purposes of the New IPT Mandate and/or any New Interested Person Transactions will abstain from 
voting in relation to any respective resolution, and/or abstain from participating in the Audit and Risk 
Committee’s decision during its review of the established review procedures for the New Interested Person 
Transactionsor during its review or approval of any Interested Person Transaction (including New Interested 
Person Transactions).

 
6.3.4. Further Compliance

The Directors will ensure that all disclosures, approvals and other requirements in respect of the New Interested 
Person Transactions, including those required by prevailing legislation, the Catalist Rules and relevant accounting 
standards, are complied with.

6.4. VALIDITY PERIOD OF THE NEW IPT GENERAL MANDATE

If approved by Shareholders at the EGM, the New IPT Mandate will take effect from the date of receipt of Shareholders’ 
approval, and will (unless revoked or varied by the Company in a general meeting) continue to be in force until the 
next annual general meeting or the expiration of the period within which the next annual general meeting is required 
by law to be held, whichever is the earlier, and will apply to all New Interested Person Transactions entered into from 
the date of receipt of Shareholders’ approval. Approval from Shareholders will be sought for the renewal of the New 
IPT Mandate at each subsequent annual general meeting, subject to review by the Audit and Risk Committee of its 
continued application to the New Interested Person Transactions.
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6.5. DISCLOSURES

The Company will announce the aggregate value of transactions conducted with the Mandated Interested Persons 
pursuant to the New IPT Mandate for each financial period on which the Company is required to report on pursuant 
to Appendix 7C of the Catalist Rules and within the time required for the announcement of such report in accordance 
with Rule 920(1)(a)(ii) of the Catalist Rules.

Disclosure will also be made in the annual report of the Company of the aggregate value of the New Interested 
Person Transactions pursuant to the New IPT Mandate during the relevant financial period and in the annual 
reports for the subsequent financial years during which the New IPT Mandate is in force, in the following format as 
stipulated under Rule 907 of the Catalist Rules:

Name of interested person Aggregate value of all interested 
person transactions during the 

nancial year under review 
(excluding transactions less than 

S$100,000 and transactions 
conducted under shareholders’ 
mandate pursuant to Rule 920)

Aggregate value of all interested 
person transactions conducted 
under shareholders’ mandate

pursuant to Rule 920 (excluding 
transactions less than S$100,000)

7. OPINION

7.1  THE PROPOSED ACQUISITION AS AN IPT AND WHITEWASH RESOLUTION

In arriving at our recommendation, we have reviewed and examined all factors which we have considered to 
be pertinent in our assessment of the Proposed Acquisition as an IPT and the Proposed Whitewash Resolution, 
including the views of and representations by Directors and Target Directors. Our recommendation or opinion 
is by no means an indication after completion of the Proposed Transactions, of the merits, prospects, financial 
performance and position of the Company or the Group or the Target or the Enlarged Group or whether the Target 
or the Enlarged Group can improve their financial position and performance, and cash flow or that the anticipated 
benefits from the Proposed Acquisition can be realised (as the case may be) or the prices at which the Shares 
would trade after the completion of the Proposed Transaction. Save for the Valuation Report in connection with 
the market value of Appraised Assets, we have not been furnished with the valuation for PPE other than those for 
the Appraised Assets and have relied on the Target Directors’ confirmation that as at the Latest Practicable Date, 
on aggregate basis, there are no material differences between the estimated market value of the those PPE for 
which no valuation was obtained and their respective book values. Our views, recommendation and opinion are 
thus necessarily limited and subject to these matters. The following should be read in conjunction with, and in the 
context of, the full text of this Letter.

(a) The rationale for the Proposed Acquisition. We note from Section 2.1.3 of the Circular that, inter alia, the 
Board is of the view that the Proposed Acquisition is in the interests of the Company and Group as it will 
facilitate the consolidation of the Group’s existing EPC capabilities with the building construction and civil 
engineering capabilities of the Target. It would enable the Target and the Group to leverage on each other’s 
strength and expertise to enhance the operational efficiency between them for greater synergy and cost 
savings. 

(b) The historical financial performance and position of the Group. The Group reported profit after tax attributable 
to equity holders of the Company of approximately S$2.1 million for FY2015, which is higher than the 
profit after tax attributable to equity holders of the Company of approximately S$0.4 million in FY2014 and 
substantially better than the loss after tax attributable to equity holders of the Company of approximately 
S$11.1 million in FY2013 (mainly due to a goodwill impairment charge, allowances made for doubtful trade 
receivables and for foreseeable losses on certain projects). In addition, we note that the Group’s net working 
capital have increased from approximately S$4.9 million as at 31 December 2014 to approximately S$6.8 
million as at 31 December 2015 with positive net cash flow from operating activities of approximately S$7.5 
million in FY2015. The Group’s ratio of total borrowings to shareholders’ equity stood at a low of 0.1 times 
with substantial Net Cash of approximately S$14.2 million as at 31 December 2015. We note that in general 
the financial performance and position of the Group had improved since KBG acquired a controlling interest 
in the Group in 2013.
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 (c) The historical financial performance and position of the Target. The Target has been profitable for the period 
reviewed (being FY2013 to FY2015). However, both gross profit and profit after tax have declined for the 
period reviewed. In addition, we note that the Target’s net working capital have declined during the period 
under review from approximately S$13.5 million as at 31 December 2013 to approximately S$5.5 million 
and S$2.5 million as at 31 December 2014 and 31 December 2015 respectively. However, we note that as 
at 31 December 2015, the Target’s total borrowings to shareholders’ equity stood at a low 0.1 times with 
substantial Net Cash of approximately S$14.6 million. 

(d) Outstanding order book for the Target of approximately S$590.7 million (with average project durations of 
between 3 to 5 years) as at 31 December 2015. This is higher than the Target’s order book of approximately 
S$210.6 million and S$320.8 million as at 31 December 2013 and 31 December 2014 respectively. The 
Target’s order book of approximately S$590.7 million as at 31 December 2015 is approximately 3.9 times of 
its revenue in FY2015 or approximately 4.3 times of its average revenue for  FY2013 – FY2015. 

(e) The evaluation of the Issue Price (as set out in Section 5 of this Letter) after taking into account, inter alia, 
the following factors:

(i) The Issue Price represents premiums of approximately 30.3% and 140.7% over the Group’s audited 
NAV and NTA per Share as at 31 December 2015 respectively.  

(ii) The Group’s Net Cash per Share of approximately S$0.0376 represents approximately 73.1% of 
the Issue Price. Thus, for every Share issued for settlement of the Consideration for the Proposed 
Acquisition, approximately 73.1% of its Issue Price is “backed” by cash held after deduction of all 
borrowings or the Group’s Net Cash.

(iii) The Issue Price less the Group’s Net Cash per Share represents a substantial premium of 
approximately 641.3% over the Group’s NAV per Share less the Net Cash per Share. We note that 
audited NTA per Share for the Group, as at 31 December 2015, is lower than the Net Cash per Share. 
Thus the Group’s NTA appears to be “fully backed” by the cash after deduction of all borrowings or 
Net Cash). 

(iv) Comparison of Issue Price and historical prices for Shares: 

- The Issue Price represents a discount of approximately 2.8% from the last transacted price 
of S$0.053 for each Share on the Catalist on 5 January 2016, being the last Trading Day 
immediately preceding the Announcement Date.

- The Issue Price represents premiums of approximately 5.0%, 2.1%, and 3.8% over the VWCP 
for the Shares for the 12-month, 3-month and 1 month period prior to the Announcement Date 
respectively.

- The Issue Price represents a discount of approximately 0.8% from the VWCP for the Shares 
for the 6-month period prior to the Announcement Date.

- The Issue Price is at a premium of approximately 10.1% over the VWCP for the Shares for 
the period commencing from the Market Day immediately after the Announcement Date and 
ending on the Latest Practicable Date.

- The Issue Price is at a premium of approximately 5.1% over the last transacted price of 
S$0.049 per Share on the SGX-Catalist on 17 March 2016, being last Trading Day immediately 
preceding the Latest Practicable Date. The Shares were not traded on the Latest Practicable 
Date.

 
Non-Interested Directors should note that the above comparison should be assessed in the context 
of low liquidity for Shares for the 12 months period prior to the Announcement Date (the Shares 
were only traded on 54 Market Days out of the total 246 Market Days).  It is generally accepted 
that the less actively traded the shares, the lesser the reliance on market prices as a determination 
of the fair value of the shares. Whilst historically transacted prices for the Shares may not be a 
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meaningful indicator of its fundamental value, they represent for prices for transactions between 
willing buyer and willing seller. In addition, as the Proposed Acquisition involves the entire issued 
share capital of the Target, it allows the Company to have full and total control for the Target’s cash 
resources. Whilst KBG’s controlling interest in the Company as at the Latest Practicable Date, is 
approximately 41.0%, we note that for the purposes of KBG’s audited financial statements, its interest 
is recorded and accounted for as a subsidiary. Accordingly the premiums to be accorded for KBG’s 
increase in interest from approximately 41.0% to 70.1% should be viewed in the context that KBG: 
(a) already has plurality of “control” in terms of voting rights as compared to any other Shareholder;  
and (b) is the only Controlling Shareholder of the Company. In addition, we note from the KBG’s 
annual report for FY2014 (note 40 to the financial statements) that the Group are deemed to be 
subsidiaries of KBG as KBG acquired the Warrants in the Company that if exercised, gives KBG 
approximately 51% of the enlarged total number of Shares issued by the Company on a diluted basis 
and hence deemed control, Further, as disclosed in the KBG’s annual report for FY2014 (note 2 to 
the financial statements), subsidiaries are all entities (including structured entities) over which KBG 
Group has control. KBG Group controls an entity when the Group is exposed to, or has rights to, 
variable returns through its power over the entity, Subsidiaries are fully consolidated from the date on 
which control is transferred to the KBG Group. They are de-consolidated from the date on that control 
ceases.  Furthermore, we note that in general the financial performance and position of the Group 
had improved since KBG acquired a controlling interest in the Group in 2013.

(v) Taking into consideration the Group’s more favourable financial performance (in terms of adjusted 
ROE and asset turnover ratio), relatively better financial position (in terms of lower gearing and 
superior net cash/market valuation) as compared to the Group’s Selected Comparable Companies, 
the valuation of the Group (as implied by the Issue Price) in terms of EV/EBITDA and PER (adjusted 
and non-adjusted) appear to be lower and less favourable than the Group’s Selected Comparable 
Companies. However, the less favourable valuation of the Group in terms of EV/EBITDA and PER 
(based on the Issue Price) should be assessed in the context of the: (a) Group’s weaker net profit 
margin as compared to the Group’s Selected Comparable Companies; (b) relatively favourable 
valuation in terms of P/NTA for the Group as implied by the Issue Price as compared to the median 
and average for the Group Selected Comparable Companies; and (c) Issue Price less the Group’s 
Net Cash per Share representing a substantial premium of approximately 641.3% over the Group’s 
NAV per Share less the Net Cash per Share as at 31 December 2015; and (d) fair comparison for the 
Issue Price (being in general at premiums) against the historical prices for the Shares notwithstanding 
the low liquidity for the shares. 

(vi) Fair comparison with the 2012 Subscription after taking into account the following factors: (a) the 
lower discount implied by the Issue Price from the last transacted price for the Shares prior to the 
Announcement Date as compared to the 2012 Subscription Price; (b) the higher P/NTA multiple 
as implied by the Issue Price vis a vis the 2012 Subscription Price; and (c) the shareholding 
of KBG in the Company prior to the Proposed Acquisition (whereby KBG is already the single 
largest Controlling Shareholder) vis a vis prior to the 2012 Subscription (nil shareholding).  

 (f) The evaluation of the Consideration (as set out in Section 5 of this Letter) after taking into account, inter alia, 
the following factors:

(i) The Target relatively favourable financial performance (in terms of adjusted ROE and asset turnover 
ratio), relatively better financial position (in terms of lower gearing (save for Soilbuild and OKP) and 
higher net cash position over market value) as compared to the median and simple average for the 
Target’s Selected Comparable Companies. Notwithstanding that the Target is unlisted, the valuation 
of the Target (as implied by the Consideration) in terms of EV/EBITDA, Adjusted PER and Adjusted 
P/NTA appears to be lower and more favourable (from the perspective of a buyer) as compared to 
the Target’s Selected Comparable Companies. We note the Target’s order book of approximately 
S$590.7 million as at 31 December 2015.

(ii) The Consideration represents a slight discount of approximately 0.45% from the Target’s audited NAV 
or NTA as at 31 December 2015. We note that the Target has substantial cash and cash equivalents, 



A-61

LETTER FROM ASIAN CORPORATE ADVISORS PTE. LTD. TO THE NON-
INTERESTED DIRECTORS OF KOH BROTHERS ECO ENGINEERING LIMITED

which amounted to approximately S$16.2 million as at 31 December 2015, is substantially higher 
than the Target’s total borrowings of approximately S$1.7 million as at 31 December 2015. The 
Target’s Net Cash of approximately S$14.6 million is approximately 76.7% of the Consideration.  
Thus for every share acquired approximately 76.7% of its acquisition price is “backed” by cash held 
after deduction of all borrowings or the Target’s Net Cash. 

(iii) The Consideration less the Target’s Net Cash represents a slight discount of approximately 1.88% 
from the Target’s NAV or NTA less the Net Cash.  

(iv) The Consideration represents a discount of approximately 23.7% from the Target’s Revalued NAV or 
NTA. In the event that the Target’s Net Cash is deducted from the Consideration as well as the Target’s 
Revalued NAV or NTA, the Consideration less the Net Cash represents a discount of approximately 
57.0% from the Target’s Revalued NAV or NTA less the Net Cash. This is in general favourable 
from the Company’s perspective in terms of Adjusted P/NTA as compared to the Target’s Selected 
Comparable Companies after accounting for the unlisted nature of the Target’s shares.

(v) In the event that dividends of approximately S$1.0 million is declared and paid out by the Target 
pursuant to the Sale and Purchase Agreement, the Consideration will represent a discount of 
approximately 20.5% from the Target’s Revalued NTA after Dividend Pay-out. In addition, the 
Consideration less the Net Cash after the Dividend Pay-out represents a discount of approximately 
47.4% from the Target’s Revalued NTA less the Net Cash after the Dividend Pay-out.  

(vi) Favourable comparison (from the Company’s perspective) of the Proposed Acquisition and the 
Selected IPT Acquisitions. The Target’s P/NTA ratio of approximately 0.8 times as implied by the 
Consideration and the Target’s Revalued NTA is within the range and lower than both the simple 
average for the Selected IPT Acquisitions. 

(g) The potential financial effects of the Proposed Acquisition as outlined in Section 2.3 of the Circular. We wish 
to highlight that while the Proposed Acquisition will lead to a lower EPS, it will result in a higher NTA per 
Share, and favourable effect to the Group’s financial position in terms of gearing or net cash position. The 
Enlarged Group would have substantial net cash position of approximately S$28.8 million  We also note 
that the Directors believe and consider the Proposed Acquisition to be in the interest of and beneficial to the 
Group for the reasons stated in the Section 2.1.3 of the Circular. 

(h) The risk factors as set out in Section 2.2 of the Circular.

(i) The dilutive impact of the Proposed Acquisition on the percentage of shareholding interest of the existing 
Shareholders and the significant reduction in the voting interest in the Company pursuant to the Proposed 
Acquisition. After the issuance of 369,145,631 Consideration Shares, KBG’s shareholdings in the Group will 
increase from approximately 41.0% to approximately 70.1% allowing it to exercise statutory control of the 
Company and pass all ordinary resolutions on matters in which KBG do not have an interest in. However, 
the premium to be accorded to the Issue Price may be capped by the fact that KBG is already the single and 
largest controlling Shareholder of the Company as at the Latest Practicable Date, and that the issuance of 
the Consideration Shares will not bring KBG’s shareholding to a super majority control (exceeding 75.0%).

(j) The Directors have confirmed that as at the Latest Practicable Date, they are not aware of any firm/formal 
offer for alternative investment/business expansion or acquisition opportunity available to the Company, 
which is comparable in nature, size and scope to the Proposed Acquisition. 

(k) All the resolutions are conditional on the resolution to adopt the New IPT Mandate being approved. 
Shareholders should further note that, save for the resolution to adopt the New IPT Mandate, all other 
resolutions are also inter-conditional on each other. This means that if any of these resolutions is not 
approved, the other resolutions, save for the resolution to adopt the New IPT Mandate, will not be passed.

(l) Other relevant considerations as set out in Section 5 of this Letter.
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In summary, having regard to our analysis and the consideration in this Letter (including its limitation and constraints, 
inter alia, absence of valuation for un-appraised PPE with net book value of approximately S$1.3 million as at 
31 December 2015) and after having considered carefully the information available to us and based on market, 
economic and other relevant conditions prevailing as at the Latest Practicable Date, and subject to our terms of 
reference, we are of the opinion that, on balance, in the absence of an alternative acquisition opportunity:  

(i) the Proposed Acquisition as an IPT is ON NORMAL COMMERCIAL TERMS, and NOT PREJUDICIAL 
to the interest of the Company and its Minority Shareholders; and

(ii) the terms of the Proposed Acquisition, being the subject of the Proposed Whitewash Resolution 
is, on balance, FAIR, REASONABLE and NOT PREJUDICIAL to the interest of the Company and the 
Independent Shareholders.   

For the purposes of evaluating the Proposed Acquisition, being the transaction that is the subject of the IPT and the 
Proposed Whitewash Resolution, from a financial point of view, we have adopted the approach that the term “on 
normal commercial terms”, “fair” and “reasonable” comprises two distinct concepts:

(i) Whether an acquisition(s) is “on normal commercial terms” and “fair” relates to an opinion on the value of 
the Consideration and the Issue Price for the Consideration Shares (for acquiring an unlisted company with 
substantial amounts of Net Cash). This is based strictly on a financial or fundamental analysis and evaluation 
of the consideration (vis a vis the Target’s financial performance and position as well as relative valuation 
analysis and comparison with the Selected IPT Acquisitions), adjustments for the substantial amounts of 
Net Cash in the Group and Target, and the Issue Price for the consideration shares (vis a vis the Group’s 
financial performance and position as well as historical prices for the Shares and relative valuation analysis);

(ii) Whether an acquisition(s) is “reasonable”, relates to, after taking into consideration the actual and potential 
financial impact of other circumstances surrounding the acquisition(s) as well as the Company or the Group 
or the Target inter alia KBG’s shareholding prior and after the Proposed Acquisition and issuance of the 
Consideration Shares etc., which we consider relevant (being both quantitative and qualitative factors 
available and made known to us).
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We consider the financial terms of the Proposed Acquisition as an IPT (which is the underlying transaction for the 
Proposed Whitewash Resolution) to be ON NORMAL COMMERCIAL TERMS and FAIR, from a financial point of 
view after factoring, inter alia, the following:

(i) The valuation of the Group as implied by the Issue Price less the Net Cash per Share represents a substantial 
premium of approximately 641.3% over the Group’s NAV per Share less the Net Cash per Share as at 31 
December 2015 and appears to be more favourable than the Group’s Selected Comparable Companies in 
terms of P/NAV and after taking into account the Group’s Net Cash position as at 31 December 2015.

(ii) The Issue Price is fairly comparable (being in general at premiums) to the historical market prices for the 
Shares for the period 12 months prior to the Announcement Date. Although we note that the Issue Price is 
at small premiums of approximately 5.0%, 2.1%, and 3.8% over the VWCP for the Shares for the 12-month, 
3-month and 1 month period prior to the Announcement Date respectively, KBG as the single largest 
Shareholder and Controlling Shareholder already has “control” of the Company. Whilst historically transacted 
prices for the Shares may not be a meaningful indicator of its fundamental value, they represent for prices 
for transactions between willing buyer and willing seller. After the issuance of 369,145,631 Consideration 
Shares, KBG’s shareholdings in the Group will increase from approximately 41.0% to approximately 70.1% 
allowing it to exercise statutory control of the Company and pass all ordinary resolutions on matters in which 
KBG do not have an interest in. However, the premium to be accorded to the Issue Price may be capped by 
the fact that KBG is already the single and largest controlling Shareholder of the Company as at the Latest 
Practicable Date, and that the issuance of the Consideration Shares will not bring KBG’s shareholding to a 
super majority control (exceeding 75.0%).

(iii) Fair comparison of the Issue Price with the 2012 Subscription after taking into account the following factors: 
(a) the lower discount implied by the Issue Price from the last transacted price for the Shares prior to 
the Announcement Date as compared to the 2012 Subscription Price; (b) the higher P/NTA multiple 
as implied by the Issue Price vis a vis the 2012 Subscription Price; and (c) the shareholding of KBG in 
the Company prior to the Proposed Acquisition (whereby KBG is already the single largest Controlling 
Shareholder) vis a vis prior to the 2012 Subscription (nil shareholding).

(iv) Consideration is at discount of approximately 0.45% and 23.7% from the Target’s audited NAV or NTA 
as at 31 December 2015 and the Target’s Revalued NAV or NTA respectively. The Target’s Net Cash of 
approximately S$14.6 million is approximately 76.7% of the Consideration.  Thus for every share acquired 
approximately 76.7% of its acquisition price is “backed” by cash held after deduction of all borrowings or the 
Target’s Net Cash. Likewise, the Consideration less the Target’s Net Cash is at a discount of approximately 
57.0% from the Target’s Revalued NAV or NTA less the Net Cash.  

 The financial terms of the Proposed Acquisition appears to be favourable to the Company as the Consideration 
less the Target’s Net Cash is at a discount of approximately 57.0% from the Target’s Revalued NAV or NTA 
less the Net Cash while noting that the Consideration will be satisfied by issuance of the Consideration 
Shares at the Issue Price and the Issue Price less the Group’s Net Cash per Share represents a substantial 
premium of approximately 641.3% over the Group’s NAV per Share less the Net Cash per Share as at 31 
December 2015.

(v) The Target relatively favourable financial performance (in terms of adjusted ROE and asset turnover ratio), 
relatively better financial position (in terms of lower gearing (save for Soilbuild and OKP) and higher net 
cash position over market value) as compared to the median and simple average for the Target’s Selected 
Comparable Companies. Notwithstanding that the Target is unlisted, the valuation of the Target (as implied 
by the Consideration) in terms of EV/EBITDA, Adjusted PER and Adjusted P/NTA appears to be lower 
and more favourable (from the perspective of a buyer) as compared to the Target’s Selected Comparable 
Companies. We note the Target’s order book of approximately S$590.7 million as at 31 December 2015.

(vi) Favourable comparison (from the Company’s perspective) of the Proposed Acquisition and the Selected IPT 
Acquisitions in terms of P/NTA ratio. 
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We also consider the Proposed Whitewash Resolution to be, on balance, REASONABLE and NOT PREJUDICIAL 
to the interest of the Company, the Independent Shareholders and the Minority Shareholders, from a financial point 
of view after factoring, inter alia, the following:

(i) Outstanding order book of the Target amounted to approximately S$590.7 million as at 31 December 2015 
(with an average project duration of between 3-5 years) which is significantly higher than the Target’s order 
book as at the end of FY2013 and FY2014 and approximately 3.9 times and 4.3 times of the Target’s 
revenue in FY2015 and the Target’s average revenue during FY2013 – FY2015 respectively. 

(ii) The favourable potential financial effects of the Proposed Acquisition. While the Proposed Acquisition will 
lead to a lower EPS, it will result in a higher NTA per Share, and favourable effect to the Group’s financial 
position in terms of gearing or net cash position. The Enlarged Group would be in a net cash position of 
approximately S$28.8 million, which would allow the Enlarged Group to take on more or bigger projects as 
well as further expansion. 

(iii) Directors’ confirmation that as at the Latest Practicable Date, they are not aware of any firm/formal offer for 
alternative investment/business expansion or acquisition opportunity available to the Company, which is 
comparable in nature, size and scope to the Proposed Acquisition. 

(iv) Directors’ view (as set out in Section 2.1.3 of the Circular that the Proposed Acquisition would be in the 
interests of the Company as the consolidation of the building construction and civil engineering capabilities 
of the Target with the EPC capabilities of the Group would enable the Target and the Group to leverage on 
each other’s strength and expertise to enhance the operational efficiency between them for greater synergy 
and cost savings.

(v) KBG is already the single and largest controlling Shareholder of the Company as at the Latest Practicable Date, 
and while the issuance of the Consideration Shares will increase KBG’s shareholding from approximately 
41.0% to approximately 70.1% (thereby allowing it to exercise statutory control of the Company and pass all 
ordinary resolutions on matters in which KBG do not have an interest in), it will not bring KBG’s shareholding 
to a super majority control (exceeding 75.0%). As the Proposed Acquisition involves the entire issued share 
capital of the Target, it allows the Company to have full and total control for the Target’s cash resources. 
Whilst KBG’s controlling interest in the Company as at the Latest Practicable Date, is approximately 41.0%, 
we note that for the purposes of KBG’s audited financial statements, its interest is recorded and accounted for 
as a subsidiary. Accordingly the premiums to be accorded for KBG’s increase in interest from approximately 
41.0% to 70.1% should be viewed in the context that KBG: (a) already has plurality of “control” in terms 
of voting rights as compared to any other Shareholder;  and (b) is the only Controlling Shareholder of the 
Company.

7.2  THE PROPOSED ADOPTION OF THE NEW IPT MANDATE

In arriving at our opinion in respect of the proposed adoption of the New IPT Mandate, we have considered, inter 
alia, the following:

(i) the rationale for the New IPT Mandate as set out in Section 4.3.3 of the Circular; and

(ii) the review procedures and additional controls of the Company in relation to the New IPT Mandate, 
including the role of the Audit and Risk Committee in ensuring that the Company adheres to the review 
procedures, as set out in Section 4 of the Circular, and in particular that the Audit and Risk Committee will 
review all Interested Person Transactions at least on semi-annual basis.

Based on the above, we are of the opinion that the adoption of the New IPT Mandate and the procedures as 
set out in the Circular, is in the interest of the Company and that the review procedures (including the additional 
controls) for determining the transaction prices pursuant to the New IPT General Mandate as set out in Section 
4 of the Circular, if adhered to fully, are sufficient to ensure that the N e w  Interested Person Transactions will 
be conducted on normal commercial terms and will not be prejudicial to the interests of the Company and its 
Minority Shareholders.
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7.3  RECOMMENDATION

Based on our assessment of the financial terms of the Proposed Acquisition as an IPT and the Proposed Whitewash 
Resolution as well as the proposed adoption of the New IPT Mandate as set out above, from a financial point of view, 
we advise the Non-Interested Directors to recommend that Independent Shareholders vote in favour of the Proposed 
Acquisition, the Proposed Whitewash Resolution, and the proposed adoption of the New IPT Mandate to be proposed 
at the EGM. We advise the Non-Interested Directors to highlight to Independent Shareholders the matters as stated in 
our Letter, including, inter alia, our limitation in analysis, evaluation, comments and opinion in this Letter is limited. We 
advise the Non-Interested Directors to recommend the Independent Shareholders to exercise caution in their decision 
in voting in favour of or against the Proposed Acquisition and the Proposed Whitewash Resolution.

In performing our evaluation, we have not been provided with, and have not had access to, any financial projections 
or future plans or corporate actions (if any) of the Company or the Group or the Target or the Enlarged Group. The 
opinion set forth herein is based solely on publicly available information and information provided by the Directors, 
Target Directors, Management and Target Management and therefore does not reflect any projections or future 
financial performance of the Company or the Group or the Target or the Enlarged Group after the completion of 
the Proposed Transactions and is based on the economic and market conditions prevailing as of the date of this 
opinion. Our advice is solely confined to our views on the Proposed Acquisition as an IPT, the Proposed Whitewash 
Resolution and the proposed adoption of the New IPT Mandate. 

Matters to highlight 

We would also wish to highlight the following matters which may affect the decisions or actions of the Independent 
Shareholders:

(1) Shareholders should note that the Proposed Acquisition is conditional, among other things, upon the 
passing of the Proposed Whitewash Resolution by the Independent Shareholders. In view of this, in 
the event that the Proposed Whitewash Resolution is not passed by the Independent Shareholders, 
the Proposed Acquisition will not take place.

Independent Shareholders should also note that by voting for the Proposed Whitewash Resolution, 
they will be waiving their rights to a general offer from KBG at the highest price paid by KBG and 
its concert parties for the Shares in the six (6) months preceding the allotment and issuance of the 
Consideration Shares.

Independent Shareholders should note that the allotment and issuance of the Consideration Shares 
to KBG under the Proposed Acquisition would result in KBG and its concert parties holding Shares 
carrying over 49.0% of the voting rights of the Company based on the Enlarged Share Capital, and 
KBG and its concert parties would then be free to acquire further Shares without incurring any 
obligation under Rule 14 of the Code to make a general offer for the Company.

(2) Shareholders should note that all the resolutions are conditional on the proposed adoption of the 
New IPT Mandate being approved. Shareholders should further note that the resolution pertaining 
to the Proposed Acquisition, the proposed allotment and issuance of the Consideration Shares, and 
the Proposed Whitewash Resolution are also inter-conditional on each other. This means that if any 
of the resolution pertaining to the Proposed Acquisition, the proposed allotment and issuance of the 
Consideration Shares, or the Proposed Whitewash Resolution is not approved, the other resolutions, 
save for the proposed adoption of the New IPT Mandate, will not be duly passed.

 (3) The scope of our appointment does not require us to express, and we do not express and have not 
commented on or assessed the expected future performance or prospects of the Company or the Group 
or the Target or the Enlarged Group after the completion of the transactions stipulated in the Circular. 
Accordingly, our evaluation and opinion and recommendation do not and cannot take into account future 
or prospective performance of the Company or the Group or the Target or the Enlarged Group and neither 
are we responsible for it. We are therefore not expressing any view herein as to the prices at which the 
Shares may trade upon completion or rejection of the Proposed Acquisition or the other transactions or 
resolutions stipulated in the Circular (if any) or voting for or voting against the Proposed Acquisition or the 
other transactions or resolutions stipulated in the Circular (if any) or on the future financial performance 
of the Company or the Group or the Target or the Enlarged Group or the plans (if any) for each of them. 
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Estimates or analysis or evaluation of the merits of the Company or the Group or the Target or the Proposed 
Acquisition as an Interested Person Transaction, or the Proposed Whitewash Resolution if any, in this Letter 
are necessarily limited and we do not warrant or represent that it is complete or in entirety.

(4) Our scope does not require us and we have not made any independent evaluation or appraisal of the assets 
and liabilities (including without limitation, property, plant and equipment) or contracts entered into by the 
Company or the Group or the Target and we have not been furnished with any such evaluation and appraisal 
in respect of assets and liabilities (if any) held or contracts entered into by the Group or the Target save for the 
Valuation Report issued by the Valuer in respect of the market value of the Appraised Assets. With respect 
to such valuation, we are not experts in the evaluation or appraisal of assets and liabilities (including without 
limitation, property, plant and equipment) including, inter alia the contracts that the Group or the Target has 
embarked upon or are about to embark upon and have relied on the opinion of the Directors or the Target 
Directors and the financial statements (audited and unaudited), where applicable for the assessment. 

The Target Directors and the Target Management further confirmed that, to their best knowledge and 
belief, as at the Latest Practicable Date, on aggregate basis, there are no material differences between 
the estimated market value of the remaining property, plant and equipment highlighted above for which no 
valuation was obtained and their respective book value.

The Target Directors represented and confirmed that based on the information made available to them by the 
Target Management, on aggregate basis, there are no material differences between the estimated market 
value of the Financial Asset and the AFS as at the Latest Practicable Date and their respective book value 
as at 31 December 2015.

(5) The Directors and the Target Directors confirmed that as at the Latest Practicable Date and save for matters 
disclosed in this Letter, the audited financial statements for the Group and the Target for FY2015, there has 
been no material changes to the Group’s and the Target’s assets and liabilities, financial position, condition 
and performance.

(6) The Target Management confirmed that the Target did not secure any significant orders during January 
2016 to the Latest Practicable Date and that the existing order book as at 31 December 2015 does not 
differ substantially from the past projects undertaken by the Target in terms of, inter alia, nature of works or 
services to be performed, duration, etc.  

The Target Management have confirmed that the successful realisation of the future economic benefits 
from the order book for the Target as set out in Section 5.1.2 of this Letter will depend on, inter alia, the due 
execution of contracts, timely and efficient execution and delivery of the projects as well as the fulfilment of 
conditions pursuant to such contracts, variation of orders, the industry prospects, the prevailing economic 
and market conditions in the markets. The Target Management have further confirmed that in view of the 
above factors and that such order book may be subject to cancellation, variation or deferral or rescheduling 
by customers, the impact of these orders on the Target’s or the Enlarged Group’s financial performance 
and financial position (including the estimated future profit or loss as well as the estimated costs to be 
incurred) cannot be measured with certainty as at the Latest Practicable Date. Accordingly, no views are 
being expressed with regard to the impact of the above order book on the NTA and the prospects of the 
Target or the Enlarged Group in terms of, inter alia, the estimated future profit or loss as well as the estimated 
costs to be incurred.

Specific objectives

In rendering our advice, we have not had regard to the specific investment objectives, financial situation, tax position, 
risk profiles or particular or individual needs and constraints of any individual Independent Shareholder. As each 
Independent Shareholder or group of Independent Shareholders would have different investment objectives and 
profiles, we would advise the Independent Directors to advise any individual Shareholder or group of Shareholders 
who may require specific advice in the context of investments in unlisted shares or his or their specific investment 
objectives or portfolio should consult his or their stockbroker, bank manager, solicitor, accountant, tax adviser, or 
other professional adviser immediately.
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8. ACTION TO BE TAKEN BY SHAREHOLDERS

Shareholders who are unable to attend the EGM and wish to appoint a proxy to attend and vote at the EGM on 
their behalf, may complete, sign and return the Proxy Form attached to the Notice of EGM in accordance with 
the instructions printed thereon as soon as possible and in any event so as to reach the registered office of the 
Company at 11 Lorong Pendek, Koh Brothers Building, Singapore 348639 (Attention: The Company Secretary) not 
less than 48 hours before the time fixed for the EGM. The completion and return of the Proxy Form by a Shareholder 
will not prevent him from attending and voting at the EGM, if he wishes to do so, in place of his proxy.

Depositors who wish to attend and vote at the EGM, and whose names are shown in the Depository Register of 
CDP as at a time not earlier than 72 hours before the time appointed for the EGM supplied by CDP to the Company, 
may attend as CDP’s proxies. Depositors who are individuals and who wish to attend the EGM in person need not 
take any further action and can attend and vote at the EGM without the lodgement of any Proxy Form.

In addition, Independent Shareholders are advised to read Section 11 of the Circular and Notice of the EGM which 
has been enclosed with the Circular carefully so that the appropriate election on voting for or voting against can be 
made.

This Letter is addressed to the Non-Interested Directors in connection with and for the sole purpose of their 
evaluation of the Proposed Acquisition as an IPT, the Proposed Whitewash Resolution and the proposed adoption 
of the New IPT Mandate and is not meant or intended to be an evaluation of the other resolutions to be proposed or 
alternatives. Whilst a copy of this Letter may be included in the Circular, neither the Company nor the Directors nor 
any other party, may reproduce, disseminate or quote this Letter (or any part thereof) for any other purpose at any 
time and in any manner without the prior written consent of ACA in each specific case, except at the forthcoming 
EGM and for the sole purpose of the Proposed Acquisition as an IPT, the Proposed Whitewash Resolution and the 
proposed adoption of the New IPT Mandate. This opinion is governed by, and construed in accordance with, the 
laws of Singapore, and is strictly limited to the matters and the scope of our appointment stated herein and does 
not apply by implication to any other matter. Nothing herein shall confer or be deemed or is intended to confer any 
right of benefit to any third party and the Contracts (Rights of Third Parties) Act Chapter 53B and any reenactment 
thereof shall not apply.

The recommendations made by the Non-Interested Directors to the Independent Shareholders in relation to the 
Proposed Acquisition, the Proposed Whitewash Resolution and the proposed adoption of the New IPT Mandate as 
well as other resolutions referred to in the Circular and the issue of the Circular shall remain the sole responsibility 
of the Non-Interested Directors and the Directors respectively.
 

Yours faithfully,
For and on behalf of
ASIAN CORPORATE ADVISORS PTE. LTD.

H.K. LIAU       FOO QUEE YIN
MANAGING DIRECTOR     MANAGING DIRECTOR
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NOTICE OF EXTRAORDINARY GENERAL MEETING

KOH BROTHERS ECO ENGINEERING LIMITED
(Incorporated in Singapore)

(Unique Entity Number 197500111H)
NOTICE OF EXTRAORDINARY GENERAL MEETING
NOTICE IS HEREBY GIVEN THAT an extraordinary general meeting (“EGM”) of Koh Brothers Eco
Engineering Limited (the “Company”) will be held on 27 April 2016 at 11 a.m. (or immediately
following the conclusion of the annual general meeting of the Company to be held on the same day)
at Oxford Hotel, 218 Queen Street, Singapore 188549 for the purpose of considering and, if thought
fit, passing, with or without modifications, the following resolutions:

All capitalised terms in this Notice which are not defined herein shall have the same meaning as
ascribed to them in the Company's circular dated 12 April 2016 (the "Circular").

SHAREHOLDERS SHOULD NOTE THAT ALL THE RESOLUTIONS ARE CONDITIONAL ON
RESOLUTION 4 BEING APPROVED. SHAREHOLDERS SHOULD FURTHER NOTE THAT
RESOLUTIONS 1, 2 AND 3 ARE ALSO INTER-CONDITIONAL ON EACH OTHER. THIS MEANS
THAT IF ANY OF RESOLUTIONS 1, 2, OR 3 IS NOT APPROVED, THE OTHER RESOLUTIONS,
SAVE FOR RESOLUTION 4, WILL NOT BE DULY PASSED.

ORDINARY RESOLUTION 1:

THE PROPOSED ACQUISITION OF THE ENTIRE ISSUED AND PAID-UP SHARE CAPITAL OF
KOH BROTHERS BUILDING & CIVIL ENGINEERING CONTRACTOR (PTE.) LTD. WHICH
CONSTITUTES A MAJOR TRANSACTION AND AN INTERESTED PERSON TRANSACTION
UNDER THE CATALIST RULES

That, subject to and contingent upon the passing of Resolutions 2 and 3, for the purposes of Chapter
9 and Chapter 10 respectively of the Catalist Rules Section B: Rules of Catalist of the Singapore
Exchange Securities Trading Limited (“Catalist Rules”):

(a) approval be and is hereby given for the proposed acquisition of 19,000,000 ordinary shares
representing the entire issued and paid-up share capital of Koh Brothers Building & Civil
Engineering Contractor (Pte.) Ltd. (the “Target”) from Construction Consortium Pte. Ltd. (the
“Vendor”), upon the terms and conditions of the sale and purchase agreement entered into by
the Company and the Vendor on 7 January 2016 (the “Sale and Purchase Agreement”); and

(b) any of the directors of the Company (“Directors”) be and is hereby authorised to complete and
to do all acts and things as he may consider necessary or expedient for the purposes of or in
connection with the Proposed Acquisition and to give effect to this Ordinary Resolution 1
(including any amendment to the Sale and Purchase Agreement, execution of any other
agreements or documents and procurement of third party consents) as he shall think fit and in
the interests of the Company.

ORDINARY RESOLUTION 2:

THE PROPOSED ALLOTMENT AND ISSUE OF 369,145,631 NEW ORDINARY SHARES IN THE
CAPITAL OF THE COMPANY AT THE ISSUE PRICE OF S$0.0515

That, subject to and contingent upon the passing of Resolutions 1 and 3:
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(a) approval be and is hereby given for the proposed allotment and issue of 369,145,631 new
ordinary shares in the capital of the Company (“Shares”) at the issue price of S$0.0515, upon
the terms and conditions of the Sale and Purchase Agreement (the “Consideration Shares”);
and

(b) any of the Directors be and is hereby authorised to complete and to do all acts and things as
he may consider necessary or expedient for the purposes of or in connection with the
Proposed Acquisition and to give effect to this Resolution 2 (including any execution of any
agreements or documents and procurement of third party consents for the Shares) as he shall
think fit and in the interests of the Company.

ORDINARY RESOLUTION 3:

THE PROPOSED WHITEWASH RESOLUTION BY THE INDEPENDENT SHAREHOLDERS FOR
THE WAIVER OF THEIR RIGHTS TO RECEIVE A MANDATORY GENERAL OFFER FROM KOH
BROTHERS GROUP LIMITED AND ITS CONCERT PARTIES

That, subject to and contingent upon the passing of Resolutions 1 and 2 and the conditions in the
letter from the Securities Industry Council dated 1 February 2016 being fulfilled, the Shareholders
(other than KBG and parties acting in concert with it and the parties not independent of them), do
hereby, unconditionally and irrevocably waive their rights to receive a general offer from KBG in
accordance with Rule 14 of the Singapore Code on Take-overs and Mergers, for all the Shares not
already owned by KBG and its concert parties, as a result of the allotment and issuance of the
Consideration Shares to KBG pursuant to the Proposed Acquisition.

ORDINARY RESOLUTION 4:

THE PROPOSED ADOPTION OF THE NEW IPT MANDATE

That for the purposes of Chapter 9 of the Catalist Rules:

(a) approval be and is hereby given for the Company and/or its Associates to enter into any of
the transactions falling within the categories of interested person transactions set out in
Section 4.3.1 of the Circular, with any Mandated Interested Persons, provided that such
transactions are made on normal commercial terms in accordance with the guidelines and
review procedures for interested person transactions as set out in Section 4.3.4 of the
Circular (the “New IPT Mandate”);

(b) the New IPT Mandate shall, unless revoked or varied by the Company in a general meeting,
continue to be in force until the conclusion of the next annual general meeting of the
Company or the date by which the next annual general meeting of the Company is required
by law to be held, whichever is earlier;

(c) the Audit and Risk Committee of the Company be and is hereby authorised to take such
action as it deems proper in respect of procedures and/or to modify or implement such
procedures as may be necessary to take into consideration any amendment to Chapter 9 of
the Catalist Rules which may be prescribed by the SGX-ST from time to time; and

(d) any of the Directors be and is hereby authorised and empowered to complete and to do all
such acts and things, and to approve, modify, ratify and execute such documents, acts and
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things as he or she may consider necessary, desirable or expedient to give effect to this
resolution.

BY ORDER OF THE BOARD

Therese Ng
Company Secretary
12 April 2016

Notes:

(1) A member of the Company entitled to attend and vote at the Extraordinary General Meeting of the Company
may appoint not more than two (2) proxies to attend and vote in his/her stead. A member of the Company which
is a corporation is entitled to appoint its authorised representative or proxy to vote on its behalf. A proxy need not
be a member of the Company.

(2) Where a member appoints two (2) proxies, he shall specify the proportion of his shareholding to be represented
by each proxy. If no such proportion or number is specified, the first named proxy may be treated as
representing 100.0% of the shareholding and any second named proxy as an alternate to the first named.

(3) If a proxy is to be appointed, the instrument appointing a proxy must be duly deposited at the registered office of
the Company at 11 Lorong Pendek, Koh Brothers Building, Singapore 348639 (Attn: The Company Secretary)
not less than 48 hours before the time set for holding the Extraordinary General Meeting.

(4) The instrument appointing a proxy must be signed by the appointer or his attorney duly authorised in writing.
Where the instrument appointing a proxy is executed by a corporation, it must be executed either under its
common seal or under the hand of any officer or attorney duly authorised. The power of attorney or other
authority, if any, under which the instrument of proxy is signed on behalf of the member or duly certified copy of
that power of attorney or other authority (failing previous registration with the Company) shall be attached to the
instrument of proxy, failing which the instrument may be treated as invalid.

(5) A Depositor’s name must appear on the Depository Register maintained by The Central Depository (Pte) Limited
not less than 72 hours before the time fixed for holding the Extraordinary General Meeting in order for the
Depositor to be entitled to attend and vote at the Extraordinary General Meeting.

Personal Data Privacy:

By submitting a proxy form appointing a proxy(ies) and/or representative(s) to attend, speak and vote at the EGM and/or
any adjournment thereof, a member of the Company (i) consents to the collection, use and disclosure of the personal
data of the member by the Company (or its agents) for the purpose of the processing and administration by the
Company (or its agents) of proxies and representatives appointed for the EGM (including any adjournment thereof) and
the preparation and compilation of the attendance lists, minutes, and other documents relating to the EGM (including
any adjournment thereof), and in order for the Company (or its agents) to comply with any applicable laws, listing rules,
regulations and/or guidelines (collectively, the “Purposes”), (ii) warrants that where the member discloses the personal
data of the proxy(ies) and/or representative(s) of the member to the Company (or its agents), the member has obtained
the prior consent of such proxy(ies) and/or representatives(s) for the collection, use and disclosure by the Company (or
its agents) of the personal data of the proxy(ies) and/or representatives(s) for the Purposes, and (iii) agrees that the
member will indemnify the Company in respect of any penalties, liabilities, claims, demands, losses and damages as a
result of the breach of warranty of the member.
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KOH BROTHERS ECO ENGINEERING
LIMITED
(Incorporated in Singapore)
(Unique Entity Number: 197500111H)

PROXY FORM

IMPORTANT:
1. Pursuant to Section 181(1C) of the Companies Act, Cap. 50 of

Singapore (the “Act”), Relevant Intermediaries may appoint
more than two (2) proxies to attend, speak and vote at the
Extraordinary General Meeting.

2. For investors who have used their CPF monies to buy shares in
the Company (“CPF Investors”), this proxy form is not valid for
use and shall be ineffective for all intents and purposes if used
or purported to be used by them.

3. CPF Investors are requested to contact their respective Agent
Banks for any queries they may have with regard to their
appointment as proxies or the appointment of their Agent Banks
as proxies for the Extraordinary General Meeting.

Personal Data Privacy
By submitting an instrument appointing a proxy(ies) and/or
representative(s), the member accepts and agrees to the personal
data privacy terms set out in the Notice of Extraordinary General
Meeting dated 12 April 2016.

*I/We (Name)
of (Address)

being *a member/members KOH BROTHERS ECO ENGINEERING LIMITED (the "Company"), hereby appoint:

Name Address NRIC / Passport
Number

Proportion of
Shareholdings (%)

and/or (delete as appropriate)

Name Address NRIC / Passport
Number

Proportion of
Shareholdings (%)

or failing him/them the Chairman of the Meeting as my/our proxy/proxies* to vote for me/us* on my/our* behalf
and, if necessary, to demand a poll, at the Extraordinary General Meeting of the Company (“EGM”) to be held on
27 April 2016 at 11 a.m. (or immediately following the conclusion of the annual general meeting of the Company
to be held on the same day) at Oxford Hotel, 218 Queen Street, Singapore 188549 and at any adjournment
thereof, for the purpose of considering and, if thought fit, passing with or without amendment, the Ordinary
Resolutions proposed as indicated hereunder.

ORDINARY RESOLUTION
No. of votes

For
No. of votes

Against
Resolution 1
To approve the Proposed Acquisition
Resolution 2
To approve the proposed allotment and issue of the Consideration
Shares
Resolution 3
To approve the Proposed Whitewash Resolution
Resolution 4
To approve the proposed adoption of the New IPT Mandate

(Voting will be conducted by poll. If you wish to vote all your shares “For” or “Against” the relevant
resolution, please indicate with an “X” in the relevant box provided below. Alternatively, if you wish to

vote some of your shares “For” and some of your shares “Against” the relevant resolution, please insert
the relevant number of shares in the relevant boxes provided below. In the absence of specific
directions, the proxy/proxies will vote or abstain as he/they may think fit, as he/they will on any other
matter arising at the Extraordinary General Meeting.)

Dated this day of 2016 Total Number of Shares in:
(a) CDP Register

Signature(s) of Member(s) or Common Seal of
Corporate Shareholder

(b) Register of Members

*Delete where inapplicable

Important: Please read notes overleaf.



Notes:

1. Except for a member who is a Relevant Intermediary as defined under Section 181(6) of the Act, a member is
entitled to appoint not more than two (2) proxies to attend, speak and vote at the meeting. Where a member
appoints more than one (1) proxy, the proportion of his concerned shareholding to be represented by each proxy
shall be specified in the proxy form.

2. Pursuant to Section 181(1C) of the Act, a member who is a Relevant Intermediary is entitled to appoint more than
two (2) proxies to attend, speak and vote at the meeting, but each proxy must be appointed to exercise the rights
attached to a different share or shares held by such member. Where such member appoints more than two (2)
proxies, the number and class of shares in relation to which each proxy has been appointed shall be specified in
the proxy form.

3. A proxy need not be a member of the Company.

4. Please insert the total number of Shares held by you. If you have Shares entered against your name in the
Depository Register (as defined in Section 81SF of the Securities and Futures Act (Chapter 289) of Singapore),
you should insert that number of Shares. If you have Shares registered in your name in the Register of Members
of the Company, you should insert that number of Shares. If you have Shares entered against your name in the
Depository Register and registered in your name in the Register of Members, you should insert the aggregate
number of Shares. If no number is inserted, this form of proxy will be deemed to relate to all the Shares held by
you.

5. The instrument appointing a proxy or proxies must be deposited at the Company’s business office at 11 Lorong
Pendek, Koh Brothers Building, Singapore 348639 (Attention: The Company Secretary) not less than 48 hours
before the time set for the Extraordinary General Meeting.

6. The instrument appointing a proxy or proxies must be under the hand of the appointor or by his/her attorney duly
authorised in writing. Where the instrument appointing a proxy or proxies is executed by a corporation, it must be
executed either under its common seal or under the hand of its attorney or a duly authorised officer.

7. Where an instrument appointing a proxy or proxies is signed on behalf of the appointor by an attorney, the letter or
power of attorney or a duly certified copy thereof must (failing previous registration with the Company) be lodged
with the instrument of proxy, failing which the instrument may be treated as invalid.

8. A corporation which is a shareholder of the Company may, in accordance with Section 179 of the Companies Act,
(Chapter 50) of Singapore authorise by resolution of its directors or other governing body such person as it thinks
fit to act as its representative at the Extraordinary General Meeting.

9. The Company shall be entitled to reject the instrument appointing a proxy or proxies, if it is incomplete, improperly
completed, illegible or where the true intentions of the appointor are not ascertainable from the instructions of the
appointor specified on the instrument appointing a proxy or proxies. In addition, in the case of shares entered in
the Depository Register, the Company may reject any instrument appointing a proxy or proxies if a shareholder of
the Company, being the appointor, is not shown to have shares entered against his/her name in the Depository
Register as at 72 hours before the time appointed for holding the Extraordinary General Meeting, as certified by
The Central Depository (Pte) Limited to the Company.

10. A Depositor shall not be regarded as a member of the Company entitled to attend the Extraordinary General
Meeting and to speak and vote thereat unless his name appears on the Depository Register 72 hours before the
time set for the Extraordinary General Meeting.

11. CPF Investors who buy shares in the Company may attend and cast their vote at the meeting in person. CPF
Investors who are unable to attend the meeting but would like to vote, may inform CPF Approved Nominees to
appoint Chairman of the Meeting to act as their proxy, in which case, the CPF Investor shall be precluded from
attending the meeting.
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