CIRCULAR DATED 30 JUNE 2022

THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. PLEASE READ IT CAREFULLY.

BEFORE MAKING ANY INVESTMENT IN THE SHARES (AS DEFINED BELOW), YOU SHOULD CONSIDER THE INFORMATION PROVIDED IN THIS CIRCULAR
CAREFULLY AND CONSIDER WHETHER YOU UNDERSTAND WHAT IS DESCRIBED IN THIS CIRCULAR. YOU SHOULD ALSO CONSIDER WHETHER AN
INVESTMENT IN THE SHARES IS SUITABLE FOR YOU, TAKING INTO ACCOUNT YOUR INVESTMENT OBJECTIVES AND RISK APPETITE. IF YOU ARE IN ANY
DOUBT AS TO THE ACTION YOU SHOULD TAKE, YOU SHOULD CONSULT YOUR LEGAL, FINANCIAL, TAX OR OTHER PROFESSIONAL ADVISERS IMMEDIATELY.
YOU ARE RESPONSIBLE FOR YOUR OWN INVESTMENT CHOICES.

If you have sold or transferred all your ordinary shares (the “Shares”) in the capital of Fabchem China Limited (“Fabchem” or the “Company”) held through The Central
Depository (Pte) Limited (the “CDP”), you need not forward this Circular to the purchaser or transferee as arrangements will be made by CDP for a separate Circular to be
sent to the purchaser or transferee. If you have sold or transferred all your Shares represented by physical share certificate(s), you should immediately forward this Circular,
the enclosed Notice of EGM and the accompanying Proxy Form to the purchaser or the transferee, or to the bank, stockbroker or agent through whom the sale or the transfer
was effected for onward transmission to the purchaser or the transferee.

Neither the Monetary Authority of Singapore (the “Authority”) nor the Singapore Exchange Securities Trading Limited (the “SGX-ST” or the “Exchange”) has examined or
approved the contents of this Circular. Neither the Authority nor the SGX-ST assumes any responsibility for the contents of this Circular, including the correctness or accuracy
of any of the statements or opinions or reports contained in this Circular. The SGX-ST does not normally review the application for admission but relies on the Sponsor
confirming that the listing applicant is suitable to be listed and complies with the rules. Neither the Authority nor the SGX-ST has in any way considered the merits of the
Shares or units of Shares. The lodgement of this Circular with the SGX-ST, acting as agent on behalf of the Authority, does not imply that the Securities and Futures Act 2001
(the “SFA”), or any other legal or regulatory requirements, or requirements under the Catalist Rules, have been complied with. The SGX-ST assumes no responsibility for the
accuracy of any of the statements made, reports contained or opinions expressed in this Circular.

An application has been made to the SGX-ST for the transfer of the Company from the SGX-ST Mainboard to the Catalist Board, and for permission for the listing and
quotation of the Shares, the Consideration Shares, the Arranger Shares, the Placement Shares and the FA Shares on the Catalist Board. The listing and quotation notice,
if issued by the SGX-ST, is not to be taken as an indication of the merits of the Proposed Transactions, the Company, the Target, the Enlarged Group, the Shares, the
Consideration Shares, the Arranger Shares, the Placement Shares and the FA Shares (all as defined herein).

Companies listed on the Catalist Board may carry higher investment risk when compared with larger or more established companies listed on the SGX-ST Mainboard. In
particular, companies may list on the Catalist Board without a track record of profitability and there is no assurance that there will be a liquid market in the Shares traded on
the Catalist Board. You should be aware of the risks of investing in such companies and should make the decision to invest only after careful consideration and, if appropriate,
consultation with your professional adviser(s).

Terms appearing on the cover of this Circular bear the same meanings as defined in this Circular.

YOUR ATTENTION IS DRAWN TO SECTION 2.7 TITLED “RISK FACTORS” OF THIS CIRCULAR WHICH HIGHLIGHTS CERTAIN MATERIAL RISKS RELATING TO THE
TARGET, ITS BUSINESS AND INDUSTRY AND OWNERSHIP OF THE SHARES FOLLOWING COMPLETION.

IF ANY OF THE RISKS SET OUT IN THE SECTION ABOVE DEVELOPS INTO ACTUAL EVENTS, THE ENLARGED GROUP’S BUSINESS, FINANCIAL CONDITIONS
AND RESULTS OF OPERATIONS COULD BE MATERIALLY AND ADVERSELY AFFECTED. IN SUCH CASES, THE TRADING PRICES OF THE SHARES COULD

DECLINE AND YOU MAY LOSE ALL OR PART OF YOUR INVESTMENTS.

FABCHEM CHINA LIMITED

(Incorporated in the Republic of Singapore on 12 October 2004)
(Company Registration Number: 200413128G)

CIRCULAR TO SHAREHOLDERS IN RELATION TO:

(1) THE PROPOSED ACQUISITION OF THE ENTIRE ISSUED AND PAID-UP SHARE CAPITAL OF LINCOTRADE & ASSOCIATES PTE LTD FOR AN
AGGREGATE CONSIDERATION OF S$25.0 MILLION, BEING A REVERSE TAKEOVER;

(20 THE PROPOSED ALLOTMENT AND ISSUANCE OF 113,636,363 CONSIDERATION SHARES TO THE VENDORS FOR THE PROPOSED
ACQUISITION AT THE ISSUE PRICE OF S$0.22 FOR EACH CONSIDERATION SHARE;

(3) THE PROPOSED WHITEWASH RESOLUTION FOR THE WAIVER BY INDEPENDENT SHAREHOLDERS OF THEIR RIGHT TO RECEIVE A
MANDATORY TAKEOVER OFFER FROM THE VENDORS;

(4) THE PROPOSED ALLOTMENT AND ISSUANCE OF 454,545 FA SHARES TO RHB BANK AS THE FINANCIAL ADVISER FOR THE PROPOSED
ACQUISITION AT THE ISSUE PRICE OF S$0.22 FOR EACH FA SHARE;

(5) THE PROPOSED ALLOTMENT AND ISSUANCE OF 5,681,818 ARRANGER SHARES TO THE ARRANGER IN CONNECTION WITH THE
PROPOSED ACQUISITION AT THE ISSUE PRICE OF S$0.22 FOR EACH ARRANGER SHARE;

(6) THE PROPOSED PLACEMENT OF UP TO 13,650,000 PLACEMENT SHARES AT THE ISSUE PRICE OF S$0.22 FOR EACH PLACEMENT SHARE;

(7) THE PROPOSED TRANSFER OF THE LISTING OF THE COMPANY FROM THE MAINBOARD TO THE CATALIST BOARD;

(8) THE PROPOSED CHANGE OF CORE BUSINESS;

(9) THE PROPOSED CHANGE OF NAME OF THE COMPANY FROM “FABCHEM CHINA LIMITED” TO “LINCOTRADE & ASSOCIATES HOLDINGS
LIMITED”;

(10) THE PROPOSED APPOINTMENT OF THE PROPOSED NEW DIRECTORS TO THE COMPANY;
(11) THE PROPOSED ADOPTION OF THE NEW CONSTITUTION OF THE COMPANY; AND
(12) THE PROPOSED NEW SHARE ISSUE MANDATE.

Financial Adviser to the Company in respect of the Proposed Acquisition and Sponsor of the Company upon the Proposed Listing Transfer

RHB®

RHB Bank Berhad
(UEN: S99FC5710J)
(Incorporated in Malaysia 196501000373 (6171-M))

Independent Financial Adviser in respect of the Proposed Whitewash Resolution

@
[% PROVENANCECAPITAL

Provenance Capital Pte. Ltd.
(Company Registration Number: 200309056E)
(Incorporated in the Republic of Singapore)

IMPORTANT DATES AND TIMES

Last date and time for advance submission of questions to be asked during the EGM : 18 July 2022 at 10.00 a.m.
Last date and time for submission of Proxy Form : 20 July 2022 at 10.00 a.m.
Last date and time for pre-registration for the EGM to be held by electronic means : 20 July 2022 at 10.00 a.m.

Date and time of the EGM to be held by electronic means ;22 July 2022 at 10.00 a.m.
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CORPORATE INFORMATION
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RSM Chio Lim LLP
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Partner-in-charge: Goh Swee Hong (a member of the
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RSM Chio Lim LLP
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Partner-in-charge: Derek How Beng Tiong (a member of
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DEFINITIONS

In this Circular, the following definitions shall apply throughout unless the context otherwise requires or

unless otherwise stated:
“8M2021”

“8M2022”

“ACRA”

“Act” or “Companies Act”
“AGM”

“Announcement”

“Applicable Period”

“Application for Deferment”

“Application for Extension of
Time”

“Appraised Value”

“Arranger”

“Arranger Shares”

“Audit Committee”
“Authority” or “MAS”
“Balance Sheet Date”
“BCA”

“Board”

“Business”

The 8-month period from 1 July 2020 to 28 February 2021
The 8-month period from 1 July 2021 to 28 February 2022
Accounting and Corporate Regulatory Authority of Singapore
The Companies Act 1967 of Singapore

An annual general meeting of the Company

The Company’s announcement of 22 April 2021 on SGXNET in
relation to the Proposed Acquisition

The most recent completed financial year and any applicable
interim financial period

The application made by the Company to SGX-ST on 10 December
2021 for a modification of the Milestone Timeline

The application made by the Company to SGX-ST on 19
November 2021 for an extension of time for the Company to satisfy
the Exit Criteria

The valuation of 100% of the Target and Business together with
the Target’s respective properties, assets, receivables, businesses,
undertakings, operations, goodwill, stock-in-trade, rights and
entitlements (whether under contract, trusts or otherwise) and
relationship with customers, suppliers, employees, agents and
others having relationships with any of them to be conducted by
the Independent Valuer, in accordance with the International
Valuation Standards published by the International Valuation
Standards Council as set out in the Valuation Report

Prestige Fame Limited (Company Registration No. 1071230) a
private company limited by shares incorporated in the British Virgin
Islands, with its registered address at Tortola Pier Park, Building 1
Wickhams Cay I, 2" Floor Road Town, Tortola, BVI

5,681,818 new Shares to be allotted and issued at the Issue Price
to the Arranger

The existing audit committee of the Company

Monetary Authority of Singapore

30 June 2020, being the balance sheet date referred to in the SPA
Building and Construction Authority of Singapore

The existing board of Directors

The business of the Target, involving primarily the provision of

interior designing, renovations and fitting out, A&A works and
building construction services in Singapore



DEFINITIONS

“Business Day”

“Catalist Board” or “Catalist”

“Catalist Rules”

“Capital Reduction”

“Cash Distribution”

“CDP”
“CEO”

“Circular”

“Code”

“Completion”

“Completion Date”

“Conditions Precedent”

“Conditional Resolutions”

“Consideration Shares”

“Constitution”

“Controlling Shareholder”

A day on which banks are open for business in Singapore (other
than Saturdays, Sundays and days which are gazetted as public
holidays)

The Catalist Board of the SGX-ST
The SGX-ST’s Listing Manual Section B: Rules of Catalist

The capital reduction exercise undertaken by the Company
subsequent to the Disposal, as announced on SGXNET on 29
November 2021

The cash distribution of S$17,222,400, pro-rata, to all Shareholders
at $$0.368 for each Share subsequent to the Capital Reduction

The Central Depository (Pte) Limited
Chief Executive Officer

This circular to Shareholders dated 30 June 2022 including all its
appendices attached hereto

The Singapore Code on Take-overs and Mergers

The completion of the Proposed Acquisition in accordance with the
terms of the SPA

Being the date falling ten (10) Business Days after the date on
which the Conditions Precedent have been fulfilled or waived by
the relevant Party, or such other date as to be mutually agreed
between the Parties

The conditions for Completion set out in Section 2.5.5 of this
Circular to be satisfied or waived on or before the Completion Date

The conditional resolutions in this Circular, being Ordinary
Resolution 10 on the proposed appointment of Tan Kok Heng
as a Proposed New Director, Ordinary Resolution 11 on the
proposed appointment of Lu King Seng as a Proposed New
Director, Ordinary Resolution 12 on the Proposed New Share Issue
Mandate and Special Resolution 3 on the Proposed Adoption of
the New Constitution

113,636,363 new Shares to be allotted and issued at the Issue
Price in satisfaction of the Purchase Consideration

The constitution of the Company as may be amended, modified or
supplemented from time to time

A person who:

(a) holds directly or indirectly fifteen per cent. (15%) or more of
the nominal amount of all voting shares in the company. The
Exchange may determine that a person who satisfies this
paragraph is not a controlling shareholder; or

(b) in fact exercises control over such company



DEFINITIONS

“Converging Knowledge”

‘ECPF!!
“CPF Act”
“COTMA”

“COVID-19 Regulations”

“Director”

“Disposal”

“Disposal SPA”

“EGM” or “Extraordinary
General Meeting”

“Executive Officers”

“Encumbrances”

“Enlarged Group”

“Enlarged Share Capital”

“EPS”

“Existing Constitution”

“Exit Criteria”

Converging Knowledge Pte Ltd, an independent research firm
commissioned by the Company to conduct an independent market
research on the Industry in Singapore

Central Provident Fund of Singapore
The Central Provident Fund Act 1953 of Singapore
The COVID-19 (Temporary Measures) Act 2020 of Singapore

The COVID-19 (Temporary Measures) (Control Order) Regulations
2020 of Singapore

A director of the Company (whether executive or non-executive)
as at the date of this Circular and the term “Directors” shall be
construed accordingly

The disposal of Yinguang Technology by the Company to Triple
Vision, completion of which was announced by the Company on
SGXNET on 5 November 2021

The sale and purchase agreement dated 19 March 2021 entered
into between the Company and Yinguang Technology in relation to
the Disposal

The extraordinary general meeting of the Company to be held
on 22 July at 10.00 a.m. by way of electronic means (via LIVE
WEBCAST and/or AUDIO ONLY MEANS), notice of which is set
out on pages N-1 to N-5 of this Circular

The executive officers of the Company from time to time

Any interest or equity or adverse claims of any matter whatsoever
of any person, including without prejudice to the generality of the
foregoing, any right to acquire, option over, right of pre-emption,
power of sale, hypothecation, caveat, charging order, stop order,
equity interest, writ of execution, right of set-off, right of first refusal,
lease, licence to use or occupy, any other adverse right or interest
of any nature, any Security Interest and any agreement to create
any of them or allow any of them to exist

The enlarged group of companies comprising the Company and
the Target upon Completion, and the term “Enlarged Group
Company” shall be construed accordingly

The enlarged issued and paid-up share capital of the Company
of 180,222,726 Shares immediately after Completion, including
the Consideration Shares, FA Shares, Arranger Shares and
Placement Shares (assuming all 13,650,000 Placement Shares are
subscribed for)

Earnings per Share

The existing Constitution

As provided under Rule 1314 of the Listing Rules



DEFINITIONS

“Extension of Time”

“FA Shares”

“Fifth Schedule”
“Financial Entry Criteria”
“FTC”

“Further Extension of Time”

“FY”

“G roup”

“GST”
“GST Act”
“Income Tax Act”

“IFA Letter’

“Independent Directors”

“Independent Financial
Adviser” or “IFA”

“Industry”

“Industry Report”
“Independent Auditor” or
“Reporting Accountant”

“Independent Shareholders”

“Independent Valuer”

The extension of time of five (5) months to 4 May 2022 for the
Company to satisfy the Exit Criteria granted by the SGX-ST on 24
November 2021

454,545 new Shares to be allotted and issued at the Issue Price to
RHB Bank in part-payment for their professional fees

The fifth schedule of the SFR

As provided under Rule 1311 of the Listing Rules

Foreign Tax Credit

The additional extension of time of three (3) months to 4 August
2022 for the Company to satisfy the Exit Criteria granted by the
SGX-ST on 3 March 2022

In relation to the Company and the Target, the financial year ended
30 June

The Company together with its subsidiaries, prior to the completion
of the Disposal

Goods and Services Tax

The Goods and Services Tax Act 1993

The Income Tax Act 1947 of Singapore

The letter dated 30 June 2022 from the IFA to the Recommending
Directors in relation to the Proposed Whitewash Resolution as set

out in Appendix E to this Circular

The non-executive and independent Directors of the Company from
time to time

Provenance Capital Pte. Ltd., the independent financial adviser
to the Recommending Directors in respect of the Proposed
Whitewash Resolution

The interior fitting-out works industry in Singapore

The industry report prepared by Converging Knowledge dated 20
April 2022

RSM Chio Lim LLP, the independent auditor to the Target and
reporting accountant to the Enlarged Group

The Shareholders who are considered independent for the purpose
of the Proposed Whitewash Resolution

Mazars LLP, the competent and independent valuer appointed by
the Company in consultation with RHB Bank, pursuant to Rule
1015(8)(a) of the Listing Rules



DEFINITIONS

“Insolvency Event’

“Interested Persons”

“IRAS”

“Issue Price”

“Key Resolutions”

Means any of the following;

(@) a company resolving that it would be wound up or an
individual filing for bankruptcy;

(b)  application for or the appointment of a liquidator, provisional
liquidator, judicial manager and/or provisional judicial
manager of a company;

(c) the making of an order by a court of competent jurisdiction
for the winding up of a company or the bankruptcy of an
individual;

(d) any company or person entering into any arrangement or
general assignment or composition for the benefit of its
creditors generally;

(e) the appointment of an administrator, assignee, receiver,
trustee or a receiver and manager, in relation to the
undertakings, properties or assets of a company or person;

() any company or person being deemed by law or a court of
competent jurisdiction to be insolvent, or

(g) any event occurs which, under the laws of any jurisdiction,
has an analogous or equivalent effect to any of the foregoing
event(s)

Has the meaning ascribed to it in Section 17 titled “Interested
Person Transactions and Potential Conflicts of Interest” of this
Circular

The Inland Revenue Authority of Singapore

S$0.22, being the issue price per Share for each of the
Consideration Shares, Arranger Shares, FA Shares and Placement
Shares

The key resolutions in this Circular being Ordinary Resolution 1 of
the Proposed Acquisition, Ordinary Resolution 2 on the Proposed
Issuance of Consideration Shares, Ordinary Resolution 3 on the
Proposed Whitewash Resolution, Ordinary Resolution 4 on the
Proposed Issuance of FA Shares, Ordinary Resolution 5 on the
Proposed Issuance of Arranger Shares, Ordinary Resolution 6 on
the Proposed Placement, Ordinary Resolution 7 on the Proposed
Change of Core Business, Ordinary Resolution 8 on the proposed
appointment of Tan Jit Meng as a Proposed New Director, Ordinary
Resolution 9 on the proposed appointment of Wee Shuo Siong
Milton as a Proposed New Director, Ordinary Resolution 10 on
the proposed appointment of Tan Kok Heng as a Proposed New
Director, Ordinary Resolution 11 on the proposed appointment of
Lu King Seng as a Proposed New Director, Special Resolution 1
on the Proposed Listing Transfer and Special Resolution 2 on the
Proposed Change of Name



DEFINITIONS

“Latest Practicable Date”

“Listing Rules”

“Loann

“Loan Agreement”

“Long-Stop Date”

“Market Day”

“Milestone Timeline”

“MOM”

“Moratorium Undertakings”

“MFPL’

“MFSB”

“MFPL Shares”

“NAVH

“New Audit Committee”

“New Constitution”

“New Nominating Committee”

17 June 2022, being the latest practicable date prior to the
issuance of this Circular

The listing manual of the SGX-ST, as may be amended, modified
or supplemented from time to time

The loan granted to the Company by Triple Vision pursuant to the
terms of the Loan Agreement of up to an aggregate amount of
S$1.0 million at any time ranking pari passu with all the Company’s
other present and future unsecured and unsubordinated
indebtedness (other than indebtedness preferred by operation of
law)

The loan agreement dated 26 April 2022 entered into between the
Company and Triple Vision for the Loan

30 September 2022, as announced by the Company on 22 April
2022

A day on which the SGX-ST is open for trading in securities

The timeline for milestones stipulated by the SGX-ST in response
to the Application for Extension of Time

Ministry of Manpower of Singapore

Written undertakings furnished by each Vendor, Wee Henry,
the Arranger, RHB Bank and any other party as required by the
SGX-ST to maintain and not dispose of or transfer their respective
Consideration Shares, Arranger Shares, FA Shares and/or new
Shares upon resumption of trading, for such period as prescribed
under the Catalist Rules or required by the SGX-ST

Millennium Fiesta Pte Ltd (Company Registration No.
201308526H), a private company limited by shares incorporated in
Singapore, with its registered address at 1 Coleman Street #09-11
The Adelphi Singapore 179803

Millennium Fiesta Sdn Bhd (Company Number: 10064686-M), a
Malaysian private limited company

20 ordinary shares in MFPL being 20% of MFPLs issued share
capital

Net asset value

The new audit committee of the Proposed New Board upon
Completion comprising Lu King Seng, Tan Kok Heng and Wee
Shuo Siong Milton

The proposed new constitution of the Company, the full text of
which is set out in Appendix H of this Circular

The new nominating committee of the Proposed New Board upon

Completion comprising Tan Kok Heng, Lu King Seng and Wee
Shuo Siong Milton
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DEFINITIONS

“New Remuneration
Committee”

“Notice of EGM”
“Nominating Committee”
“NTA”

“Official List”

“Ordinary Resolutions”

“Parties”

“PDPA”

“Period Under Review”

“Placement Shares”

“Previous Loan”

“Previous Loan Agreement”

“PRC”

“Proposed Acquisition”

“Proposed Adoption of New
Constitution”

“Proposed Appointment of
the Proposed New Directors”

“Proposed Change of Core
Business”

“Proposed Change of Name”

The new remuneration committee of the Proposed New Board
upon Completion comprising Tan Kok Heng, Lu King Seng and
Wee Shuo Siong Milton

The notice of EGM as set out on pages N-1 to N-5 of this Circular
The existing nominating committee of the Board
Net tangible assets

The official list of the SGX-ST comprising companies admitted to
(and not removed) from the SGX Mainboard and the SGX Catalist

The ordinary resolutions as set out in the Notice of EGM, each an
ordinary resolution

The Company, the Vendors and the Target collectively, and “Party”
shall mean any one of them

The Personal Data Protection Act 2012 of Singapore

The period which comprises FY2019, FY2020, FY2021 and
8M2022

Up to 13,650,000 new Shares at the Issue Price pursuant to the
Proposed Placement

The interest-free loan previously granted to the Company by Triple
Vision pursuant to the terms of the Previous Loan Agreement of up
to an aggregate amount of S$1.0 million at any time ranking pari
passu with all the Company’s other present and future unsecured
and unsubordinated indebtedness (other than indebtedness
preferred by operation of law), which has been fully repaid by the
Company and the Company has been released and discharged
from its obligations under the Previous Loan Agreement

The previous loan agreement dated 23 February 2021 entered
into between the Company and Triple Vision for the Previous Loan,
announced by the Company on 23 February 2021

The People’s Republic of China

The proposed acquisition by the Company of the entire issued
and paid-up share capital of the Target subject to the terms and
conditions of the SPA

The proposed adoption of the New Constitution, which will replace
the Existing Constitution entirely

The proposed appointment of the Proposed New Directors to the
board of Directors upon Completion

The proposed change of core business of the Company to that of
the Business

The proposed change of name of the Company from “Fabchem
China Limited” to “Lincotrade & Associates Holdings Limited”
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DEFINITIONS

“Proposed HK IPO”

“Proposed Issuance of
Arranger Shares”

“Proposed Issuance of
Consideration Shares”

“Proposed Issuance of
FA Shares”

“Proposed Independent
Directors”

“Proposed Listing Transfer”

“Proposed New Business”

“Proposed New Share Issue
Mandate”

“Proposed New Board”

“Proposed New Directors”

“Proposed New Managing
Director”

“Proposed New Executive

Officers”

“Proposed Placement”

“Proposed Transactions”

The prior listing attempt by the Target on the Growth Enterprise
Market board of the Stock Exchange of Hong Kong in 2019

The proposed allotment and issuance of Arranger Shares to the
Arranger at the Issue Price, as described in Section 5 of this
Circular

The proposed allotment and issuance of Consideration Shares to
the Vendors at the Issue Price, as described in Section 2 of this
Circular

The proposed allotment and issuance of FA Shares to RHB Bank
at the Issue Price, as described in Section 4 of this Circular

The proposed independent Directors upon Completion, being Tan
Kok Heng and Lu King Seng

The proposed transfer of the listing and quotation of the Shares
from the Mainboard to the Catalist Board

The proposed new core business of the Enlarged Group, being the
Business of the Target, further details of which are set out in the
Target's Letter to Shareholders

The proposed grant of a general mandate and authority to the
Proposed New Directors pursuant to section 161 of the Act to,
amongst others, allot and issue new Shares, as described in
Section 12 of this Circular

The board of Proposed New Directors upon Completion

The proposed new Directors to be appointed to the board of the
Company upon Completion, being Tan Kok Heng, Tan Jit Meng, Lu
King Seng and Wee Shuo Siong Milton

The proposed new Managing Director of the Company upon
Completion, being Tan Jit Meng

The proposed new executive officers of the Company upon
Completion, being Soh Loong Chow Jackie, Tan Chee Khoon and
Kwek Wei Lee

The proposed allotment and issuance of up to 13,650,000
Placement Shares at the Issue Price, as described in Section 6 of
this Circular

The Proposed Acquisition, the Proposed Issuance of Consideration
Shares, the Proposed Whitewash Resolution, the Proposed
Issuance of FA Shares, the Proposed Issuance of Arranger
Shares, the Proposed Placement, the Proposed Listing Transfer,
the Proposed Change of Core Business, the Proposed Change of
Name, the Proposed Appointment of the Proposed New Directors,
the Proposed Adoption of the New Constitution and the Proposed
New Share Issue Mandate
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DEFINITIONS

“Proposed Whitewash
Resolution”

“Proxy Form”

“Purchase Consideration”

“Recommending Directors”

“Regulator”

“Resolutions”
“Register of Members”

“Related Proposed
Transactions”

“Relevant Intermediaries”

“Relevant Period”

“Remuneration Committee”
“RHB Bank” or “Sponsor” or
“Financial Adviser”

“RM”

“RMB”

The resolution proposed as Ordinary Resolution 3 in the Notice
of EGM which, if approved by a majority of the Independent
Shareholders at the EGM in accordance with the requirements
set out in Appendix 1 of the Code, would result in a waiver of
their right to receive a mandatory general offer from the Vendors
who would incur an obligation to make a mandatory general offer
under Rule 14 of the Code for all the Shares not already owned,
controlled or agreed to be acquired by the Vendors as a result of
the allotment and issuance of the Consideration Shares under the
Proposed Acquisition, provided that parties not being Independent
Shareholders abstain from voting on such resolution

The proxy form in respect of the EGM as set out in this Circular

The aggregate purchase consideration of S$25.0 million in respect
of the Proposed Acquisition, to be fully satisfied by the Company
at Completion by the allotment and issuance of the Consideration
Shares

Directors who are considered independent for the purposes of the
Proposed Whitewash Resolution, namely Wee Phui Gam, Bao
Hongwei, Sun Bowen and Professor Jiang Rongguang

Any central bank or provincial, state, federal, national, government,
semi-government, international, administrative, supervisory,
regulatory, statutory, fiscal or judicial agency, authority, body, board,
commission, department, tribunal, or entity (including, without
limitation, MAS, SGX-ST and SIC)

The Ordinary Resolutions and the Special Resolutions

The register of members of the Company

Collectively, the Proposed Appointment of the Proposed New
Directors, the Proposed Change of Name, the Proposed Listing
Transfer, the Proposed Placement, and any other transaction as
may be agreed to in writing by the Parties and the term “Related
Proposed Transaction” shall be construed accordingly

As defined in section 181 of the Companies Act

The Period Under Review and the period from 1 March 2022 to the
Latest Practicable Date

The existing remuneration committee of the Board

RHB Bank Berhad, through its Singapore branch, the financial
adviser in respect of the Proposed Acquisition and sponsor of the
Company upon the Proposed Listing Transfer

Malaysian Ringgit, the lawful currency of Malaysia

Renminbi, the lawful currency of the PRC
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DEFINITIONS

“Sale Shares”

“Securities Account”

“Security Interest”

“Service Agreement”

“SFA”

“SFR”

“SFRS(I)’

“SGXNET”

“SGX-ST” or “Exchange”

“Shares”

“Shareholders”

“SICH

“SPAH

“Special Resolutions”

“SRS”

“Sun Bowen”

“S$” and “cents”

All the ordinary shares representing the entire issued and paid-
up share capital of the Target as at Completion Date, legally and
beneficially owned by and registered in the names of the Vendors
and “Sale Share” shall be construed accordingly

A securities account maintained by a depositor with CDP, but does
not include a securities sub-account maintained with a depository
agent

Any claim, bill of sale (as defined in any legislation), mortgage,
charge, lien, pledge, assignment, priority, title retention
arrangement, restriction, trust or power, as or in effect as security
for payment of money or obligation or observance of any other
obligation and any other arrangement having a similar economic
effect

The service agreement entered into by Tan Jit Meng with the
Company

The Securities and Futures Act 2001 of Singapore

The Securities and Futures (Offers of Investments) (Securities
and Securities-based Derivative Contracts) Regulations 2018 of
Singapore

Singapore Financial Reporting Standard International

Singapore Exchange Network, a system network used by listed
companies in sending information and announcements to the
SGX-ST or any other system networks prescribed by the SGX-ST
Singapore Exchange Securities Trading Limited

Ordinary share(s) in the capital of the Company

Registered holders of Shares in the Register of Members, except
that where the registered holder is CDP, the term “Shareholders”
shall, where the context admits, means persons named as
depositors in the depository register maintained by CDP and into
whose Securities Accounts those Shares are credited

Securities Industry Council of Singapore

The sale and purchase agreement entered into between the
Parties dated 22 April 2021, as supplemented, modified and/or

amended from time to time

The special resolutions as set out in the Notice of EGM, each a
special resolution

Supplementary Retirement Scheme constituted under the Income
Tax (Supplementary Retirement Scheme) Regulations 2003

Sun Bowen, a Controlling Shareholder and Director of the
Company

Singapore dollars and cents, respectively, the lawful currency of the
Republic of Singapore
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DEFINITIONS

“Target”

“Target’s Letter to
Shareholders” or “Letter”

“Triple Vision”

“USD”

“Undertakings to Vote in
Favour’

“Valuation Report’

“Vendors”

“Vendors’ Respective
Shareholdings”

“Waiver of Relevant Rules”

“Warranties”

“Wee Henry”

“Whitewash Waiver”

“Year of Assessment” or “YA”

“Yinguang Technology”

“%” or “per cent.”

Lincotrade & Associates Pte. Ltd. (Company Registration No.
199105725K), a private company limited by shares incorporated in
Singapore, with its registered address at 39 Sungei Kadut Loop,
Singapore 729494

Appendix A to this Circular, titled “Letter to Shareholders from the
Proposed New Board”

Triple Vision Pte. Ltd. (Company Registration No. 201812334H),
a private company limited by shares wholly-owned by Wee Henry,
which is incorporated in Singapore with its registered address at
2 Marina Boulevard, #52-06 The Sail @ Marina Bay, Singapore
018987, and a Controlling Shareholder of the Company

United States dollar, the lawful currency of the United States of
America

Written undertakings furnished by the existing Controlling
Shareholders of the Company to maintain and not dispose of their
respective Shares until the conclusion of the EGM and to vote with
their entire voting rights in favour of the Proposed Transactions,
save for such abstention by them and their associates as may be
required under the Listing Rules, Code or by SGX-ST or SIC

The valuation report on the Appraised Value issued by the
Independent Valuer, a summary of which has been set out in
Appendix F of this Circular

Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon,
collectively the “Vendors” and each a “Vendor”

The proportion of Sale Shares legally and beneficially held by and
registered in the name of Tan Jit Meng, Soh Loong Chow Jackie
and Tan Chee Khoon, being 40.0%, 40.0% and 20.0% respectively

The waiver sought by RHB Bank from SGX-ST on behalf of the
Company from Rules 1015(1)(a)(ii) and 1015(4)(a) read with Rule
407(1) of the Catalist Rules in respect of disclosure of pro forma
financial information of the Enlarged Group

The representation, warranties, covenants and undertakings of the
respective Parties as set out in the SPA

Wee Henry, a Controlling Shareholder of the Company

The waiver by SIC of the obligation of the Vendors to make a
mandatory take-over offer for all other Shares in issue arising from
the allotment and issuance of the Consideration Shares to the
Vendors, pursuant to Rule 14 of the Code

Year of assessment as determined by IRAS

Shandong Yinguang Technology Co. Ltd. (1 &4 6RHE A R A7)
(Unified Social Credit Code: 9137130076870702XE), a company
incorporated in the PRC, with its registered office at No. 1 Huagong
Road, Fei County, Linyi City, Shandong Province, PRC

Per centum or percentage

15



DEFINITIONS

Unless the context otherwise requires:

(@)

()

(d)

()

the terms “depositor”’, “depository register’ and “depository agent” shall have the meanings
ascribed to them respectively in section 81SF of the SFA and the terms “subsidiary”, “related
company” and “substantial shareholder” shall have the meanings ascribed to them in sections 5,
6 and 81 of the Companies Act respectively;

the terms “acting in concert” and “whitewash resolution” shall have the meanings ascribed to
them in the Code;

the terms “associate” and “associated company” shall have the meanings ascribed to them in
the Section titled “Definitions and Interpretation” of the Listing Rules or the Catalist Rules, where
relevant;

the terms “entity-at-risk” and “interested person” shall be persons falling within the scope of the
definitions for the same set out in section 1 of the Fourth Schedule of the SFR or the Listing Rules
or the Catalist Rules, where relevant;

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.
Unless the context otherwise requires, any references to persons shall include individuals,
corporate bodies (wherever incorporated), unincorporated associations and partnerships;

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 SFR, the
Listing Rules, the Catalist Rules or the Code or any modification thereof and not otherwise defined
in this Circular shall, where applicable, have the same meaning ascribed to it under the Companies
Act, the SFA, the SFR, the Listing Rules, the Catalist Rules or the Code or such modification
thereof, as the case may be, unless the context otherwise requires;

any reference to a time of a day in this Circular shall be a reference to Singapore time unless
otherwise stated;

any reference in this Circular to Shares and/or new Shares being allotted and/or allocated to a
person includes allotment and/or allocation to CDP for the account of that person;

any discrepancies between the figures listed and the totals thereof are due to rounding.
Accordingly, figures shown as totals in this Circular may not be an arithmetic aggregation of
the figures that precede them; and

the headings in this Circular are inserted for convenience only and shall be ignored in construing
this Circular.
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GLOSSARY OF TECHNICAL TERMS

To facilitate a better understanding of the business of the Target, the following glossary contains an
explanation and description of certain terms used in the Target’s Letter to Shareholders in connection with
the Target’s business. The terms and their assigned meanings may not correspond to standard industry or
common meanings, as the case may be, or usage of these terms.

“A&A”

“ACH

“BC Act”

“BC Commissioner”

“BCISPA”

“Builder Licence”

“Building Control
Regulations”
“Carpentry Products”
“Controller”
“CoreTrade”

“CRS”

“CVPA”

“Dormitory Regulations”

“Employment Act”
“EC!’
“EFMA”

“‘EFMR”

“EPHA”

“‘EPMA”

Additions and alterations

A person who is registered as an accredited checker under section
16 of the BC Act, whether acting on his or her own behalf or on
behalf of an accredited checking organisation

The Building Control Act 1989 of Singapore

Any Commissioner of Building Control appointed under section
3(1) of the BC Act

The Building and Construction Industry Security of Payment Act
2004 of Singapore

Builder licence issued by the BCA under the Licensing of Builders
Scheme under two registers, the General Builder Register and the
Specialist Builder Register

The Building Control Regulations 2003 of Singapore

Builders’ carpentry and joinery products such as wardrobes,
cabinets, doors and door frames

The Controller of Work Passes of Singapore

Construction Registration of Tradesmen Scheme, a registration
scheme for skilled and experienced construction personnel in the
various key construction trades administered by the BCA
Contractors Registration System, a register for contractors
intending to tender or undertake construction and construction-
related public sector projects administered by the BCA

The Control of Vectors and Pesticides Act 1998 of Singapore

The COVID-19 (Temporary Measures) (Foreign Employee
Dormitories — Control Order) Regulations 2020 of Singapore

The Employment Act 1968 of Singapore
Executive Condominium
The Employment of Foreign Manpower Act 1990 of Singapore

The Employment of Foreign Manpower (Work Passes) Regulations
2012 of Singapore

The Environment Public Health Act 1987 of Singapore

The Environmental Protection and Management Act 1999 of
Singapore

17



GLOSSARY OF TECHNICAL TERMS

“Factory Noise Regulations”

“FEDA”

“GB1 ”

“G B2”

“IFOW”

“interior fitting-out”

“ISO”

“ISO 9001~

“ISO 9001:2008”

“ISO 9001:2015”

“ISO 14001”

“ISO 14001:2015”

“ISO 45001~

“ISO 45001:2018”

“LQS”

“LTAH

“MEP”

The Environmental Protection and Management (Boundary Noise
Limits for Factory Premises) Regulations

The Foreign Employee Dormitories Act 2015 of Singapore

General Builder Class 1 licence which enables a builder to perform
building works of any value

General Builder Class 2 licence which enables a builder to perform
building works for projects of S$6.0 million or less

Interior fitting-out works
Interior designing, renovations and fitting-out

The International Organisation for Standardisation, a worldwide
federation of national standards bodies

The certification for an internationally recognised standard for
quality management systems which builds on seven quality
management principles, customer focus, leadership, engagement
of people, process approach, improvement, evidence-based
decision making and relationship management

The 2008 version of the ISO 9001 standard
The 2015 version of the ISO 9001 standard

The certification for an internationally recognised standard
for environmental management systems which is applicable
for organisations seeking to management their environmental
responsibilities in a systematic manner that contributes to the
environmental pillar of sustainability

The 2015 version of the ISO 14001 standard

The certification for an internationally recognised standard for
occupational health and safety management systems which is
applicable for organisations seeking to establish, implement and
maintain an occupation health and safety management system
to improve occupation health and safety, eliminate hazards
and minimise occupation health and safety risks (including
system deficiencies), take advantage of occupation health and
safety opportunities, and address occupation health and safety
management system nonconformities associated with its activities,
which replaced OHSAS 18001

The 2018 version of the ISO 45001 standard

Local qualifying salary which determines the number of local
employees who can be used to calculated an employee’s work
permit and S Pass quote entitlement

The Land Transport Authority of Singapore

Mechanical, electrical and plumbing
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GLOSSARY OF TECHNICAL TERMS

“MYE”

“NAS”

“N FRH

“Noise Control Regulations”

“NTS”

“OHSAS 18001”

“OHSAS 18001:2007”
‘QEHS’

“Qualified Person”

“R1 ”

“R2”

“Specialist Builder”

“WIC”
“WICA”

“Workplace Regulations”

“WSHA”

Man-year entitlement which is a work permit allocation system for
workers from NTS countries and the PRC

North Asian source countries which are Hong Kong, Macau, South
Korea and Taiwan

A notification mentioned in section 9(1) of COTMA

The Environmental Protection and Management (Noise Control)
Regulations of Singapore

Non-traditional source countries which are India, Sri Lanka,
Thailand, Bangladesh, Myanmar and the Philippines

The occupational health and safety assessment series which has
been replaced by ISO 45001

The 2007 version of the OHSAS 18001 standard

Quality, Environment, Health and Safety

A qualified person who is registered as an architect with the Board
of Architects or a professional engineer with the Professional
Engineers Board and holds a valid practising certificate issued by

either professional body

Workers in the construction sector who have achieved Higher-
Skilled status

Workers in the construction sector who have achieved Basic-
Skilled status

Any person who is licenced under Part 5A of the BC Act as a
specialist builder

Work injury compensation
The Work Injury Compensation Act 2019 of Singapore

The Workplace Safety and Health (COVID-19 Safe Workplace)
Regulations 2021 of Singapore

The Workplace Safety and Health Act 2006 of Singapore
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EXCHANGE CONTROLS AND TAXATION

EXCHANGE CONTROLS

As at the Latest Practicable Date, there are no foreign exchange control restrictions in Singapore.

TAXATION

The following is a summary of certain Singapore income tax, stamp duty and Goods and Services
Tax (“GST”) consequences of purchasing, owning or disposing of the Shares. This summary is not
intended to be and does not constitute legal or tax advice.

The summary is based on existing tax laws of Singapore in force as at the Latest Practicable
Date and is subject to any changes in such laws, or in interpretation of such laws, occurring after
such date, which changes could be made on a retrospective basis. These laws are also subject
to various interpretations and no assurance can be given that the courts or fiscal authorities
responsible for the administration of such laws will agree with this interpretation. The summary
is limited to a general description of certain tax consequences in Singapore with respect to the
purchase, ownership or disposition of the Shares by Singapore investors, and does not purport to
be a comprehensive or exhaustive description of all of the tax considerations that may be relevant
in a decision to purchase, own or dispose of the Shares. This summary does not take into account
the effect of any applicable tax treaty.

Prospective investors should consult their own tax advisers regarding Singapore income tax and
other tax consequences of purchasing, owning and disposing of the Shares. It is emphasised that
neither the Company, the Directors, the Target, the Proposed New Board nor any other persons
involved in this Circular accept the responsibility for any tax effects or liabilities resulting from the
subscription for, purchase, holding or disposal of the Shares.

Individual Income Tax

An individual taxpayer (both tax resident and non-tax resident) is subject to Singapore income tax
on income accrued in or derived from Singapore. Foreign-sourced income received or deemed
received in Singapore by an individual is exempt from income tax in Singapore except for such
income received through a partnership in Singapore.

An individual is regarded as tax resident in Singapore if in the calendar year preceding the year
of assessment, he was physically present in Singapore or exercised an employment in Singapore
(other than as a director of a company) for 183 days or more, or if he has stayed or worked in
Singapore continuously for 3 consecutive years, or if he ordinarily resides in Singapore.

Currently, a Singapore tax resident individual is subject to tax at the progressive resident rates,
ranging from 0.0% to 22.0%, after deductions of qualifying personal reliefs where applicable.

A non-Singapore tax resident individual is taxed at the rate of 22.0%, except that Singapore
employment income derived is taxed at a flat rate of 15.0% or at progressive resident rates,
whichever yields a higher tax.

Corporate Income Tax

Corporate taxpayers (both resident and non-resident) are subject to Singapore income tax on
income accrued in or derived from Singapore (i.e. Singapore-sourced) and income received in
Singapore from outside Singapore (i.e. foreign-sourced income received or deemed received in
Singapore) unless specifically exempt from income tax.

Foreign-sourced income in the form of branch profits, dividends and service fee income (“specified
foreign income”) received or deemed received in Singapore by a Singapore tax resident company
are exempted from Singapore tax provided that the following qualifying conditions are met:

(@) such income is subject to tax of a similar character to income tax (by whatever named
called) under the law of the territory from which such income is received;
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EXCHANGE CONTROLS AND TAXATION

(b) at the time the income is received in Singapore, the highest rate of tax of a similar character
to income tax (by whatever named called) levied under the law of the territory from which the
income is received is at least 15.0%; and

() the Comptroller of Income Tax is satisfied that the tax exemption would be beneficial to the
recipient of the specified foreign income.

Pursuant to a tax concession granted with effect from 30 July 2004, the above foreign income
exemption has been extended to include specified foreign income which is exempted from tax (i.e.
underlying and withholding tax) in the foreign jurisdiction as a result of a tax incentive granted by
that foreign jurisdiction for carrying out substantive business activities in that foreign jurisdiction.

If the foreign income is not tax exempt in Singapore, a Singapore tax resident corporate taxpayer is
entitled to claim foreign tax credit (“FTC”) for the overseas tax paid on such foreign income, subject
to meeting the relevant conditions. The amount of foreign tax credit available to a Singapore tax
resident corporate taxpayer is based on the lower of:

(a) the Singapore tax payable on the particular source of income which qualifies for foreign tax
credit; or

(b)  the actual foreign tax suffered on the same income.

Under the FTC pooling system, Singapore resident companies may elect to claim FTC on a pooled
basis on any items of its foreign-sourced income, rather than the usual source-by-source and
country-by-country basis, subject to meeting the relevant conditions as follows:

(a) income tax must have been paid on the income in the foreign jurisdiction from which the
income is derived;

(b) at the time the foreign-sourced income is received in Singapore, the highest corporate tax
rate (headline tax rate) of the foreign jurisdiction from which the income is derived is at least
15.0%;

(c) there must be Singapore income tax payable on the foreign-sourced income; and

(d) the taxpayer is entitled to claim foreign tax credits under sections 50, 50A or 50B of the
Income Tax Act on its foreign-sourced income.

The amount of foreign tax credit to be granted under the FTC pooling system is based on the lower
of the total Singapore tax payable on the pooled foreign-sourced income and the pooled foreign
taxes paid on that income.

With effect from Year of Assessment 2020, the first S$200,000 of a company’s normal chargeable
income exempt from tax shall be as follows:

(a)  75.0% of the first S$10,000 of chargeable income; and

(b)  50.0% of the next S$190,000 of chargeable income.

The remaining chargeable income (after deducting the applicable tax exemption of the first
S$$200,000 of chargeable income) will be taxed at the prevailing corporate tax rate, currently at
17.0%.

A company is regarded as a tax resident in Singapore if the control and management of its
business is exercised in Singapore. Generally, control and management of a company is vested in

its board of directors and its tax residency is generally where its board of directors meet to make
strategic business decisions of the company.
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EXCHANGE CONTROLS AND TAXATION

Dividend Distributions

Singapore operates a one-tier corporate tax system under which the tax on corporate profits is
a final tax and all dividends paid by Singapore tax resident companies to their shareholders are
exempt from Singapore income tax in the hands of the shareholders, regardless of whether the
shareholder is a company or an individual and whether or not the shareholder is a Singapore tax
resident.

There is no withholding tax on the dividend payments to both resident and non-resident
shareholders.

Foreign shareholders receiving tax exempt (one-tier) dividends are advised to consult their own
professional tax advisers to take into account the tax laws of their respective countries of residence
and the applicability of any double taxation agreement which their country of residence may have
with Singapore.

Capital Gains Tax

Singapore currently does not impose tax on capital gains. However, gains from the disposal of
the Shares may be construed to be an income nature and subject to Singapore income tax if they
arise from activities which the Comptroller of Income Tax regards as the carrying on of a trade or
business in Singapore.

Section 13W of the Income Tax Act provides for certainty on non-taxability of gains derived by a
corporate taxpayer from the disposal of ordinary shares during the period from 1 June 2012 to 31
December 2027 (both dates inclusive) where the divesting company had legally and beneficially
held a minimum shareholding of 20.0% of the ordinary shares of the company whose shares are
being disposed for a continuous period of at least 24 months immediately prior to the disposal.

The abovementioned “safe harbour rule” prescribed under section 13W of the Income Tax Act is
not applicable under the following scenarios:

(i.)  during the period from 1 June 2012 to 31 May 2022, on the disposal(s) of shares in an
unlisted investee company which is in the business of trading or holding Singapore
immovable properties (other than the business of property development);

(ii.)  during the period from 1 June 2022 to 31 December 2027, on the disposal(s) of unlisted
shares in investee companies that are in the business of trading, holding or developing
immovable properties in Singapore or abroad;

(iii.) the disposal(s) of shares the gains or profits of which are included as part of the income of
an insurer company; and

(iv.) the disposal(s) of shares by a partnership, limited partnership or limited liability partnership
one or more of the partners of which is a company or companies.

In addition, corporate Shareholders who have adopted, or who are required to adopt, the
Singapore Financial Reporting Standard International (“SFRS(I)”) 9 (Financial Instruments) which
replaces the existing SFRS(l) 1-39 (Financial Instruments - Recognition and Measurement)
for accounting purposes may be required to recognise gains or losses in accordance with the
provisions of SFRS(I) 9 regardless of any disposal of our Shares being made. If so, the gain or
loss on the Shares may be taxed or allowed as a deduction for Singapore income tax purposes
notwithstanding being unrealised.

Shareholders are advised to consult their own professional tax advisers on the Singapore tax
consequences on their subscription, purchase, holding and disposal of the Shares.
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EXCHANGE CONTROLS AND TAXATION

Bonus Shares

Any bonus shares received by our Shareholders are not taxable in Singapore.

Stamp Duty

There is no stamp duty payable on the subscription for, allotment or holding of the Shares.

Stamp duty is generally payable on instruments of transfer of shares at the rate of 0.2% of the
consideration paid or the net asset value of the shares whichever is higher.

The purchaser is liable for stamp duty, unless there is an agreement to the contrary.

No stamp duty is payable if no instrument of transfer is executed (such as in the case of scripless
shares, the transfer of which does not require instruments of transfer to be executed) or if the
instrument of transfer is executed outside Singapore (unless the instrument of transfer which is
executed outside Singapore is received in Singapore).

Goods and Services Tax (“GST”)

The sale of the Shares by a GST-registered investor belonging in Singapore to another person
belonging in Singapore is an exempt supply not subject to GST. Any GST incurred by the investor
in making such an exempt supply is not recoverable from the Comptroller of GST.

Where the Shares are sold by a GST-registered investor in the course of a business to a person
belonging outside Singapore, and who is outside Singapore at the time the sale is executed, the
sale will be considered a taxable supply subject to GST at zero-rate. Subject to the provisions
of the GST Act, any GST incurred by the GST-registered investor in the making of such taxable
supply in the course of or furtherance of a business, may be recoverable from the Comptroller of
GST.

Services such as brokerage, handling and clearing services, or advising on the issue, allotment, or
transfer of ownership of the Shares, rendered by a GST-registered person to an investor belonging
in Singapore in connection with the investor’'s subscription for, acquisition, sale or disposal of the
Shares will be subject to GST at the prevailing standard rate of 7.0%. Similar services rendered
to an investor belonging outside Singapore, and who is outside Singapore when the services are
supplied, will generally be subject to GST at zero-rate, provided that the services provided do not
benefit any Singapore persons.

Estate Duty
Singapore estate duty has been abolished since 15 February 2008.
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CAUTIONARY NOTE ON FORWARD LOOKING STATEMENTS

All statements contained in this Circular, statements made in press releases and oral statements that
may be made by the Company, the Target, the Enlarged Group, their respective directors, executive
officers or employees acting on their behalf, that are not statements of historical fact, constitute “forward
looking statements”. Some of these statements can be identified by words that have a bias towards, or

L L

are, forward looking such as “anticipate”, “believe”, “could”, “estimate”, “expect’, “forecast”, “if”, “intend”,
“may”, “plan”, “possible”, “probable”, “project”’, “should”, “will” and “would” or similar words. However,
Shareholders should note that these words are not the exclusive means of identifying forward looking
statements. All statements regarding the Company’s, the Target’s and the Enlarged Group’s expected

financial position, business strategies, plans and prospects are forward looking statements.

These forward looking statements including but not limited to, statements as to revenue and profitability;
any expected growth; any expected industry prospects and trends; planned strategy and future expansion
plans; any other matters that are not historical facts; and any other matters discussed in this Circular,
are only predictions. These forward looking statements involve known and unknown risks, uncertainties
and other factors that may cause the Company’s, the Target's and the Enlarged Group’s actual future
results, performance or achievements to be materially different from any future results, performance or
achievements expected, expressed or implied by such forward looking statements. These risk factors and
uncertainties are discussed in more detail in this Circular, in particular, but not limited to, discussions in
Section 2.7 of this Circular titled “Risk Factors”.

Given the risks and uncertainties that may cause the Company’s, the Target's and the Enlarged Group’s
actual future results, performance or achievements to be materially different from that expected,
expressed or implied by the forward looking statements in this Circular, undue reliance must not be
placed on these statements.

The Company, the Target, the Enlarged Group, their respective directors and executive officers and the
Financial Adviser are not representing or warranting to you that the actual future results, performance
or achievements of the Company, the Target and the Enlarged Group will be as those discussed in
those statements. The respective actual future results may differ materially from those anticipated in
these forward looking statements as a result of the risks faced. Further, the Company, the Target, the
Enlarged Group and RHB Bank disclaim any responsibility for updating any of those forward looking
statements or publicly announcing any revisions to those forward looking statements to reflect their future
developments, events or circumstances.

Upon Completion, the Enlarged Group will be subject to the Catalist Rules regarding corporate
disclosures.
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TAKEOVER LIMITS

The Code regulates the acquisition of ordinary shares of, amongst others, corporations with a listing on
the SGX-ST, including the Company. Except with the consent of the SIC, where:

(@) any person acquires whether by a series of transactions over a period of time or not, shares which
(taken together with shares held or acquired by parties acting in concert with him) carry 30.0% or
more of the voting rights of the company; or

(b) any person who, together with parties 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 party 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 must extend a mandatory general offer immediately to the shareholders for the remaining
shares in the company in accordance with the provisions of the Code. In addition to such person, each
of the principal members of the group of persons acting in concert with him may, according to the
circumstances of the case, have the obligation to extend an offer.

In general, the acquisition of instruments convertible into securities which carry voting rights does not
give rise to an obligation to make a mandatory general offer under the Code but the exercise of any
conversion rights will be considered an acquisition of voting rights for the purposes of the Code.

Shareholders who are in doubt as to their obligations, if any, to make a mandatory general offer under the
Code as a result of the Proposed Transactions should consult the SIC and/or their professional advisers.
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INDICATIVE TIMETABLE

The following indicative timetable assumes that approval for all the resolutions proposed at the EGM is
obtained.

Last date and time for advance submission of : 18 July 2022 at 10.00 a.m.
questions to be asked during the EGM

Last date and time for pre-registration for the EGM to : 20 July 2022 at 10.00 a.m.
be held by electronic means

Last date and time for submission of Proxy Form : 20 July 2022 at 10.00 a.m.
Date and time of the EGM to be held by electronic : 22 July 2022 at 10.00 a.m.
means

Expected completion of the Proposed Listing Transfer : 4 August 2022

Expected completion of the Proposed Acquisition, the : 4 August 2022

Proposed Issuance of the Consideration, Arranger
and FA Shares, and the Proposed Placement

Save for the date of the EGM, the dates set out in the above timetable are indicative and may be subject
to change. The Company will make further announcements on the exact dates of such events.
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LETTER TO SHAREHOLDERS

FABCHEM CHINA LIMITED
(Company Registration No. 200413128G)
(Incorporated in the Republic of Singapore)

Directors: Registered Office:
Wee Phui Gam (Acting Chairman and Lead Independent Director) 77 Robinson Road
Bao Hongwei (Managing Director) #06-03 Robinson 77
Sun Bowen (Non-Executive and Non-Independent Director) Singapore 068896

Professor Jiang Rongguang (Independent Director)

30 June 2022

To: The Shareholders of Fabchem China Limited

Dear Sir/Madam,

CIRCULAR TO SHAREHOLDERS IN RELATION TO:

M

(2

3)

4

®)

(6)

@

®)
©)

THE PROPOSED ACQUISITION OF THE ENTIRE ISSUED AND PAID-UP SHARE CAPITAL OF
LINCOTRADE & ASSOCIATES PTE LTD FOR AN AGGREGATE CONSIDERATION OF S$25.0
MILLION, BEING A REVERSE TAKEOVER;

THE PROPOSED ALLOTMENT AND ISSUANCE OF 113,636,363 CONSIDERATION SHARES
TO THE VENDORS FOR THE PROPOSED ACQUISITION AT THE ISSUE PRICE OF S$0.22 FOR
EACH CONSIDERATION SHARE;

THE PROPOSED WHITEWASH RESOLUTION FOR THE WAIVER BY INDEPENDENT
SHAREHOLDERS OF THEIR RIGHT TO RECEIVE A MANDATORY TAKEOVER OFFER FROM
THE VENDORS;

THE PROPOSED ALLOTMENT AND ISSUANCE OF 454,545 FA SHARES TO RHB BANK AS
THE FINANCIAL ADVISER FOR THE PROPOSED ACQUISITION AT THE ISSUE PRICE OF
S$$0.22 FOR EACH FA SHARE;

THE PROPOSED ALLOTMENT AND ISSUANCE OF 5,681,818 ARRANGER SHARES TO THE
ARRANGER IN CONNECTION WITH THE PROPOSED ACQUISITION AT THE ISSUE PRICE OF
S$$0.22 FOR EACH ARRANGER SHARE;

THE PROPOSED PLACEMENT OF UP TO 13,650,000 PLACEMENT SHARES AT THE ISSUE
PRICE OF S$0.22 FOR EACH PLACEMENT SHARE;

THE PROPOSED TRANSFER OF THE LISTING OF THE COMPANY FROM THE MAINBOARD
TO THE CATALIST BOARD;

THE PROPOSED CHANGE OF CORE BUSINESS;

THE PROPOSED CHANGE OF NAME OF THE COMPANY FROM “FABCHEM CHINA LIMITED”
TO “LINCOTRADE & ASSOCIATES HOLDINGS LIMITED”;

(10) THE PROPOSED APPOINTMENT OF THE PROPOSED NEW DIRECTORS TO THE COMPANY;

(11) THE PROPOSED ADOPTION OF THE NEW CONSTITUTION OF THE COMPANY; AND

(12) THE PROPOSED NEW SHARE ISSUE MANDATE.

27



LETTER TO SHAREHOLDERS

1.2

INTRODUCTION
Overview

On 22 April 2021, the Company announced that it had entered into a sale and purchase
agreement (“SPA”) with the Vendors and the Target for the Proposed Acquisition of the entire
issued and paid-up share capital of the Target upon the terms and conditions of the SPA.

Pursuant to the SPA, the aggregate Purchase Consideration in respect of the Proposed Acquisition
as determined by mutual agreement between the Parties to the SPA is S$25.0 million, to be fully
satisfied by the Company at Completion through the allotment and issuance of an aggregate of
113,636,363 new Shares in the capital of the Company to the Vendors (“Consideration Shares”),
at the issue price of S$0.22 (“Issue Price”) per Consideration Share.

Pursuant to the terms of the SPA, the Company will also allot and issue (i.) 5,681,818 new Shares,
credited as fully paid-up, at the Issue Price to an unrelated third-party, Prestige Fame Limited
(“Arranger”), and (ii.) 454,545 new Shares, credited as fully-paid up, at the Issue Price to RHB
Bank in part-payment for their professional fees.

The Proposed Acquisition constitutes a reverse takeover as set out under Rule 1015 of the Listing
Rules as the relative figures under Rules 1006(b), 1006(c) and 1006(d) of the Listing Rules exceed
100% and on Completion will result in the change in control of the Company. The Company will be
seeking the approval of Shareholders for, among other things, the Proposed Acquisition and the
Proposed Issuance of the Consideration Shares at the EGM.

Upon the allotment and issuance of the Consideration Shares, the Vendors 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 the Vendors on 16 June
2022 and is subject to, among other things, the Proposed Whitewash Resolution being approved
by Independent Shareholders at the EGM within three (3) months from the date of the Whitewash
Waiver. Accordingly, the Company is seeking the approval of Shareholders for the Proposed
Whitewash Resolution at the EGM.

The Company has appointed RHB Bank as its Financial Adviser in relation to the Proposed
Acquisition. Pursuant to the completion of the Proposed Acquisition and the Proposed Listing
Transfer, RHB Bank shall be appointed as the continuing sponsor of the Company. The Company
has also appointed Provenance Capital Pte. Ltd. as the IFA to advise the Recommending Directors
in respect of the Proposed Whitewash Resolution.

Purpose of Circular

The purpose of this Circular is to provide Shareholders with the relevant information relating
to the Proposed Transactions for which the approval of Shareholders will be sought at the
EGM. Shareholders’ approval for the Proposed Transactions shall be sought by way of ordinary
resolutions, except for the Proposed Listing Transfer, the Proposed Change of Name and the
Proposed Adoption of the New Constitution for which approval shall be sought by way of special
resolutions.

The Notice of EGM is set out in the Section titled “Notice of Extraordinary General Meeting” of this
Circular.

This Circular has been prepared solely for the purposes set out herein and may not be relied upon
by any persons (other than the Shareholders to whom this Circular is despatched to) or for any
other purpose.

The SGX-ST assumes no responsibility for the accuracy of any of the statements made,
reports contained or opinions expressed in this Circular.
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1.3

Inter-Conditionality of Resolutions

Shareholders should note that:

C))

(b)

the Key Resolutions are inter-conditional. This means that if any of the Key
Resolutions are not passed, the other Key Resolutions would not be passed; and

Ordinary Resolutions 10 and 11 relating to the proposed appointment of the Proposed
New Directors (other than Tan Jit Meng and Wee Shuo Siong Milton), Ordinary
Resolution 12 relating to the Proposed New Share Issue Mandate, and Special
Resolution 3 relating to the Proposed Adoption of the New Constitution of the
Company, are conditional upon the passing of the Key Resolutions.

In particular, Shareholders should note that:

(@)

The following resolutions (collectively, the “Key Resolutions”) are inter-conditional as the
subject matter of the Key Resolutions will facilitate the conduct of business of the Enlarged
Group upon Completion:

(i.)  Ordinary Resolution 1 on the Proposed Acquisition;

(ii.)  Ordinary Resolution 2 on the Proposed Issuance of Consideration Shares;
(ili.)  Ordinary Resolution 3 on the Proposed Whitewash Resolution;

(iv.)  Ordinary Resolution 4 on the Proposed Issuance of FA Shares;

(v.)  Ordinary Resolution 5 on the Proposed Issuance of Arranger Shares;

(vi.) Ordinary Resolution 6 on the Proposed Placement;

(vii.) Ordinary Resolution 7 on the Proposed Change of Core Business;

(viii.) Ordinary Resolution 8 on the proposed appointment of Tan Jit Meng as a Proposed
New Director;

(ix.) Ordinary Resolution 9 on the proposed appointment of Wee Shuo Siong Milton as a
Proposed New Director;

(x.)  Special Resolution 1 on the Proposed Listing Transfer; and
(xi.) Special Resolution 2 on the Proposed Change of Name.

This means that if any of the Key Resolutions are not approved, the other Key Resolutions
would not be passed. The Proposed Issuance of FA Shares, Proposed Issuance of Arranger
Shares, Proposed Change of Name, proposed appointment of Tan Jit Meng as a Proposed
New Director and proposed appointment of Wee Shuo Siong Milton as a Proposed New
Director (please refer to sub-section (d) in Section 15.2 titled “Proposed New Board”
in the Target’s Letter to Shareholders for further details) are inter-conditional as they
are substantive terms agreed upon in the SPA that are closely inter-connected with the
Proposed Acquisition, representing the commercial intentions of the Parties and are among
the legally binding Conditions Precedent to be satisfied for completion of the Proposed
Acquisition. Additionally, the proposed appointment of Tan Jit Meng underscores his key
involvement in the Target, and the proposed change of the Company’s name is part of the
Enlarged Group’s strategy for the rebranding of the Enlarged Group and its business upon
Completion.
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2.2

(b)  Each of the remaining Resolutions are conditional upon the passing of the Key Resolutions
(“Conditional Resolutions”):

(i.)  Ordinary Resolution 10 on the proposed appointment of Tan Kok Heng as a Proposed
New Director;

(ii.)  Ordinary Resolution 11 on the proposed appointment of Lu King Seng as a Proposed
New Director;

(ili.)  Ordinary Resolution 12 on the Proposed New Share Issue Mandate; and
(iv.) Special Resolution 3 on the Proposed Adoption of the New Constitution.

This means that if any of the Key Resolutions are not passed, Ordinary Resolutions 10, 11,
12 and Special Resolution 3 would not be passed.

THE PROPOSED ACQUISITION AND PROPOSED ISSUANCE OF CONSIDERATION SHARES
Overview

As announced on 22 April 2021, the Company had entered into an SPA with the Vendors and the
Target for the Proposed Acquisition of the entire issued and paid-up share capital of the Target for
an aggregate consideration of S$25.0 million. The Purchase Consideration shall be satisfied by the
allotment and issuance of an aggregate of 113,636,363 Consideration Shares to the Vendors in
proportion to the Vendors’ Respective Shareholdings at the Issue Price.

The Proposed Acquisition constitutes a reverse takeover as set out under Rule 1015 of the Listing
Rules as the relative figures under Rules 1006(b), 1006(c) and 1006(d) of the Listing Rules exceed
100.0% and on Completion will result in a change in control of the Company. The Company will be
seeking the approval of Shareholders for, among other things, the Proposed Acquisition and the
Proposed Issuance of Consideration Shares at the EGM.

Rationale for and benefits of the Proposed Acquisition

On 5 November 2021, the Company announced the completion of the disposal of Yinguang
Technology to Triple Vision (“Disposal”). Following the Disposal, the Company completed the
Capital Reduction on 29 November 2021 and Cash Distribution on 21 December 2021. Upon
completion of the Disposal, Yinguang Technology had ceased to be a subsidiary of the Company,
and the Company ceased to have any operating business. Accordingly, the Company was deemed
as a cash company under Rule 1018(1) of the Listing Rules with effect from 4 November 2021.
Under Rule 1018(2) of the Listing Rules, the SGX-ST will proceed to delist the Company if it is
unable to meet the requirements for a new listing within 12 months (with a maximum extension of
another 6 months with the approval of the SGX-ST) from the date it becomes a cash company.

The Company has also been on the watch-list of the SGX-ST due to the Financial Entry Criteria
since 5 December 2018. Pursuant to Rule 1315 of the Listing Rules, the Company must take
active steps to be removed from the watch-list by achieving (i.) a pre-tax profit for the most recent
financial year and (ii.) having an average daily market capitalisation of S$40 million or more over
the last 6 months, within 36 months from the date it was placed on the watch-list. Otherwise, the
SGX-ST may either remove the Company from the Official List or suspend trading of the Shares
with a view to removing the Company from the Official List. As the deadline for satisfaction of the
Exit Criteria by the Company was 4 December 2021, the Company had on 19 November 2021
applied to the SGX-ST seeking an extension of time for the Company to satisfy the Exit Criteria
pursuant to Rule 1314 (“Application for Extension of Time”). Please refer to Section 14.2 titled
“Extension of Time to Exit the Watch-List of the SGX-ST” of this Circular for more information on
the applications made by the Company to the SGX-ST in relation to the extensions of time sought
by the Company from SGX-ST to satisfy the Exit Criteria.
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2.5.2

2.5.3

The Board is of the view that the Proposed Acquisition and Proposed Listing Transfer is in the best
interests of the Company and the Shareholders, as it presents an opportunity for the Company
to acquire a new operating business to meet the SGX-ST’s requirements of a new listing on the
Catalist Board, allowing the Company to maintain its listing status on the SGX-ST. Additionally,
successful completion of the Proposed Transactions will allow the Company to exit the watch-
list. The Board also believes that the Proposed Acquisition will have the potential to increase the
market capitalisation and widen the investor base of the Company, thereby enabling the Company
to attract more extensive analyst coverage and increase investors’ interest in the Shares.

Information of the Target and the Enlarged Group

Information on the Target

The Target is a private company limited by shares, incorporated on 14 November 1991 in
Singapore, with an issued and fully paid-up capital of S$1.5 million comprising 1,500,000 ordinary
shares (“Sale Shares”). The Target’s business activities are based in Singapore and involves
primarily the provision of interior designing, renovation and fitting-out, A&A works and building
construction services in Singapore (“Business”). The Target does not have any subsidiary or
associated companies.

Information on the Enlarged Group

Pursuant to the completion of the Proposed Transactions, the business of the Enlarged Group will
comprise wholly of the Business.

Please refer to Appendix J titled “Enlarged Group Structure” of this Circular for the Enlarged Group
structure of the Company after completion of the Proposed Acquisition.

Information on the Vendors

Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon are directors of the Target
who respectively own 40.0%, 40.0% and 20.0% of the Sale Shares (“Vendors’ Respective
Shareholdings”). None of the Vendors hold any Shares as at the Latest Practicable Date,
and none of the Vendors are related to and/or have any existing business relationship with the
Company, Directors, chief executive officer (or its equivalent rank), Controlling Shareholders of the
Company or their respective associates.

Please refer to Appendix A titled “Letter to Shareholders from the Proposed New Board” of this
Circular for more information on the Vendors.

Principal Terms of the Sale and Purchase Agreement
Sale Shares

Pursuant to the SPA, the Vendors have agreed to sell to the Company and the Company has
agreed to purchase from the Vendors the Sale Shares on the terms and conditions contained in
the SPA, free from all and any Encumbrances together with all rights, dividends, entitlements and
benefits attaching thereto as at Completion.

Consideration

The Purchase Consideration of S$$25.0 million shall be satisfied on Completion through the
allotment and issuance of 113,636,363 Consideration Shares at the Issue Price to the Vendors in
proportion to the Vendor’s Respective Shareholdings.

Bases and Rationale for the Purchase Consideration and Issue Price

Purchase Consideration. The Purchase Consideration for the Proposed Acquisition was
determined by agreement between the Parties at arm’s length, on a “willing-buyer, willing seller”
basis, and on the basis that the Appraised Value is not less than S$25.0 million, to be fully satisfied
by the Company at Completion by the allotment and issuance of the Consideration Shares to the
Vendors in proportion to their equity interest in the Target, at the Issue Price. Shareholders should
note that there is no open market for the Sale Shares as they are not publicly traded.

31



LETTER TO SHAREHOLDERS

254

Issue Price. The Issue Price of $S$0.22 for each Consideration Share, each Arranger Share, each
FA Share and each Placement Share represents:

(a) a premium of approximately 120.0% to the volume-weighted average price of $S$0.10 per
Share based on trades done on the Shares on the Mainboard on the Latest Practicable
Date;

(b) a premium of approximately 7,871.0% to the Company’s NAV per Share as at 30 April 2022;
and

(c) a discount of approximately 41.3% to the last transacted Share price of S$0.375 and a
discount of approximately 41.5% to the volume weighted average Share price of S$0.376
on 13 April 20217, being the last Market Day on which the Shares were traded on the
Mainboard of the SGX-ST preceding the date of the SPA.

The Issue Price of S$0.22 was derived following the Parties’ negotiations, after taking into
consideration, inter alia, (a) the minimum issue price requirement pursuant to Rule 1015(3)(c)
of the Catalist Rules, where in relation to a reverse takeover, the issue price of each share after
adjusting for any share consolidation must not be lower than S$0.20, and (b) the historically traded
prices of the Shares and its low trading liquidity.

Independent Valuation

Pursuant to Rule 1015(3)(a) of the Listing Rules, the Company appointed the Independent Valuer
to conduct a valuation of the Target and the Business (“Appraised Value”) in accordance with the
International Valuation Standards published by the International Valuation Standards Council.

The Independent Valuer has issued a valuation report in respect of the Appraised Value of the
100% equity interest of the Target (“Valuation Report”) and a valuation summary letter (“Valuation
Summary Letter”) is set out in Appendix F to this Circular. Having reviewed the Valuation
Summary Letter and the Valuation Report, the Board is of the view that the key assumptions
and estimates used in the valuation exercise are reasonable, and the valuation conclusion and
limitations as disclosed in the Valuation Summary Letter and Valuation Report are acceptable.
The Board is further of the view that the valuation was conducted by qualified and competent
valuation professionals with the relevant experience in performing valuation for the assets under
consideration.

An excerpt of the sections in pages 2 to 4 of the Valuation Summary Letter setting out the valuation
approach and methodology and conclusion of value is extracted and set out in italics as follows
and capitalised terms used within these reproduced statements bear the meanings defined for
them in the Valuation Summary Letter.

“This valuation exercise was performed on Market Value basis. Market Value is defined by the
International Valuation Standards Council as “the estimated amount for which an asset or liability
should exchange on the valuation date between a willing buyer and a willing seller in an arm’s
length transaction, after proper marketing and where the parties had each acted knowledgeably,
prudently and without compulsion.”

We have considered all three generally accepted valuation approaches, namely the income
approach, the market approach and the cost approach.

On the basis that L&A’s operations are expected to continue for the foreseeable future, we have
relied on the income approach and the market approach to estimate the Market Value range of the
100% equity interest in L&A.

! The last transacted Share price of $$0.375 and volume weighted average Share price of $$0.376 on 13 April 2021 were Share
prices prior to the completion of the Capital Reduction.
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Since the market approach is performed from a market participant's perspective whereby the
resulting valuation would be a marketable minority value, a control premium is applied to derive the
market value range on a financial control basis. The control premium that we have applied is based
on the Factstat Mergerstat/ BVR study which gives indications on the level of control premiums
and minority interest discount. The most recent study we have referenced to was performed in the
first quarter of 2021 which was conducted on both domestic (US) and international transactions
for publicly traded companies across multiple industries (i.e. agriculture, mining, construction,
manufacturing, transportation, wholesale trade, retail, finance, insurance, real estate, services
and others). The control premium of 29.5% is derived from the median control premiums over
the period 2015 to 1Q21. This period was selected according to the standard business valuation
practice at Mazars.

The value of L&A is dependent on its ongoing operations rather than the current net book value
of its tangible assets and liabilities. As such, we have not relied on the cost approach in this
engagement.

We did not rely on the Guideline Transaction Method as the transaction multiples typically include
deal specific synergy and conditions. We did not rely on the cost approach as it fails to capture the
income-generating potential of the Target.

Based on the methodology and analysis as detailed in the Valuation Report, as of Valuation Date,
the Market Value of the 100% share capital of L&A is estimated to be approximately S$25,164k to
S$29,031k.”

Accordingly, Section 2.5.5(f) of this Circular in relation to the Conditions Precedent on the
Appraised Value being not less than S$25.0 million is satisfied. Please refer to Appendix F of this
Circular titled “Valuation Summary Letter” for the summary of the Valuation Report. The full text of
the Valuation Report will be made available for inspection at the principal place of business of the
Company during normal business hours for a period of six (6) months from the date of this Circular.

Conditions Precedent to the Proposed Acquisition

Completion of the Proposed Acquisition shall be conditional upon, amongst others, the following
conditions being satisfied or waived on or before Completion (“Conditions Precedent” and each, a
“Condition Precedent”):

(a) the Vendors being, on the Completion Date, (i.) the sole legal, beneficial and registered
owners of their respective Sale Shares, free from all Encumbrances, and not holding the
same on trust for other beneficiaries, and (ii.) entitled to sell and transfer to the Company
the full legal title and beneficial ownership of their respective Sale Shares together with all
rights, benefits and entitlements attaching and accruing thereto (including, without limitation,
the rights to any dividends or other distributions declared or payable thereon) as at the
Compiletion Date;

(b) the Sale Shares (i.) being duly authorised and validly issued and allotted, (ii.) being free
from all Encumbrances to be freely dealt with by the Company and there being no other
claimants to and/or disputes relating to ownership of and/or title to the Sale Shares, and no
circumstances likely to give rise to such claims or disputes, (iii.) ranking pari passu with all
then existing shares in the equity share capital of the Target, and (iv.) being not subject to
any rights of pre-emption or first refusal or any restriction on disposal placed by any party
or by contractual undertaking or otherwise or under any restrictions by any law or Regulator
restricting the sale and transfer of the Sale Shares;
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the approval and such approval not having been qualified or withdrawn, of the Shareholders
at the EGM for the entering into of the SPA, all transactions contemplated under the SPA
and such other transactions in connection therewith and incidental thereto, including without
limitation:

(i.)  the Proposed Acquisition;

(ii.) the allotment and issuance of the Consideration Shares, Arranger Shares and FA
Shares in accordance with the terms of the SPA;

(iii.) the approval of the Proposed Whitewash Resolution by a majority of the Independent
Shareholders by ordinary resolution on a poll taken, at the EGM, of their right to
receive a general offer from any or all of the Vendors and their concert parties for all
other Shares not acquired by the Vendors and their concert parties arising from the
allotment and issuance of the Consideration Shares, pursuant to Rule 14 of the Code;

(iv.) the Related Proposed Transactions;

(v.) if necessary, the proposed adoption of a shareholders’ mandate by the Shareholders
for any recurrent interested person transactions of a revenue or trading nature or
those necessary for the post-Completion day-to-day operations; and

(vi.) if necessary and in consultation with the Sponsor, the proposed adoption of a new
constitution by the Company to update it with the latest relevant provisions of the Act
and Catalist Rules;

the approval, consent and/or waiver of the Target’s board and shareholders, respectively, for
the sale and transfer of the Sale Shares to the Company in accordance with the terms of the
SPA and the authorisation of the Target’s secretary to register the transfer of the Sale Shares
from the respective Vendors to the Company, cancellation of the original share certificates
representing all of the Sale Shares and issue of a new share certificate representing all of
the Sale Shares to and in the name of the Company, and any related transactions as may be
required in relation thereto;

the conduct and completion of a legal, financial and technical due diligence exercise by the
Company and/or their professional advisers on the Target, Vendors and Business, and the
results of such due diligence exercise being satisfactory to the Company in its reasonable
opinion and the Company having obtained a legal opinion satisfactory to the Company in
its reasonable opinion from the legal advisors to the Target on the Vendors’ and Target’s
compliance with the laws of Singapore, with the substantive investigations for such due
diligence to be materially carried out by the date of submission of the draft Circular to SGX-
ST, subject to updating and finalising of the due diligence reports immediately prior to (i.)
issuance of the Circular, and (ii.) Completion;

the issuance of the Valuation Report by the Independent Valuer and the Appraised Value
being not less than $$25.0 million;

an unqualified opinion by the IFA that the financial terms of the Proposed Acquisition which
is the subject of the Proposed Whitewash Resolution are fair and reasonable and that the
Independent Shareholders vote in favour of the Proposed Whitewash Resolution;

the Warranties being complied with, and being true and accurate in all material aspects
on and as at the Completion Date, with the same force and effect as though made on and
as at the Completion Date with reference to the facts and circumstances prevailing at the
Completion Date, and each Party having performed and complied with all their respective
obligations, undertakings, covenants and agreements set out in the SPA on or prior to the
Completion Date and no fact or circumstance having occurred which would result in the
Warranties being untrue or inaccurate or misleading;
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all licenses, consents, permits, approvals, waivers, authorisations or other orders of and
all notices, registrations, submissions or filings with all relevant Regulators, entitled third-
parties, counterparties, financing or facility providers of the Company, Vendors and the
Target as may be required for or in connection with the Proposed Acquisition, the Related
Proposed Transactions, all transactions contemplated in the SPA and such other transactions
in connection therewith and incidental thereto having been obtained, and not having been
withdrawn, revoked or amended and if subject to any conditions, such conditions being
reasonably acceptable to the Parties and are fulfilled on or before the Completion Date,
and all other actions having been taken by or on behalf of the Vendors and the Company
to comply with all applicable legal and other requirements necessary to ensure that the
transfer of the Sale Shares is in accordance with, and do not infringe any existing law,
statute, regulation, decision, ruling, judgment, award, code, practice, direction, decree, order,
contract or agreement, including without limitation:

(i.)  approval of the SGX-ST for the Proposed Acquisition, being a reverse takeover under
Rule 1015 of the Listing Rules, and the Related Proposed Transactions;

(ii.)  the issuance by the SGX-ST of a listing and quotation notice for the Consideration
Shares, Arranger Shares and FA Shares on Catalist, and

(ili.) the waiver by SIC of the obligation of the Vendors and their concert parties to make
a mandatory take-over offer for all other Shares in issue arising from the issuance
and allotment of the Consideration Shares, pursuant to Rule 14 of the Code, and
the fulfiiment of any such condition that the SIC may impose which are reasonably
acceptable to the Parties;

no relevant Regulator taking, instituting, implementing or threatening to take, institute
or implement any action, proceeding, suit, investigation, inquiry or reference, or made,
proposed or enacted any law, statute, regulation, decision, ruling, judgment, award, code,
practice, direction, decree or order or taken any steps, and there not continuing to be in
effect or outstanding any law, statute, regulation, decision, ruling, judgment, award, code,
practice, direction, decree or order which would or might:

(i.)  make the Proposed Acquisition, the allotment and issuance of the Consideration
Shares, Arranger Shares and FA Shares, the Related Proposed Transactions, all
transactions contemplated in the SPA and such other transactions in connection
therewith and incidental thereto, void, illegal and/or unenforceable or otherwise
restrict, restrain, prohibit or otherwise frustrate or be adverse to the same, and/or

(ii.)  render the Company unable to purchase all or any of the Sale Shares in the manner
set out in the SPA;

the Target having preserved and maintained in full force and effect its existing corporate
existence, organisation and share capital structure as at the date of the SPA in the manner
described in Schedule 3 of the SPA and, save as required to effect the transactions
contemplated in the SPA, not having undertaken or effected any re-organisation, merger,
amalgamation, restructuring, reconstruction, take-over or change in shareholding, or
change in its share capital structure, including (without limitation) any increase, reduction,
consolidation, sub-division, reclassification, cancellation, acquisition, redemption or re-
purchase of shares, bonus or rights issues, stock split or do such other acts in relation
to its share capital or reserve or allotted and issued shares or other securities or granted
options over shares or securities or issued any warrants, convertible preference shares or
other forms of convertible securities (howsoever called) which are convertible into shares or
entered into any agreement or undertaking to do the same or done or agreed or permitted
to, or caused to be done, such acts;
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2.5.6

(1 save for contracts and obligations entered into in the ordinary course of the Business, there
being no liabilities, including contingent and contractual liabilities and no present or future
obligations, unpaid loans, guarantees, indemnities, performance bonds, liabilities under any
service agreements or employment contracts, liabilities to trade creditors, liabilities in respect
of unpaid fees, liabilities under Claims, demands, causes of action, investigations, actions,
suits or other proceedings (judicial, administrative, arbitration or otherwise), judgments, tax
liabilities, accounts payables and other costs, debts, losses, financial indebtedness and
obligations of the Target since the Balance Sheet Date;

(m) there being no current or pending claims, disputes, investigations, actions, suits or
proceedings (including but not limited to litigation, arbitration, mediation, administrative,
statutory, tribunal, regulatory, criminal or insolvency proceedings) against or affecting the
Target and/or any Vendor, there being no such claims, disputes, investigations, actions, suits
or proceedings threatened or contemplated and there being no incidents, events, claims,
disputes or circumstances known to the Vendors or the Target in respect of the Target which
are likely to give rise to any claim, dispute, investigations, actions, suits or proceedings,
which in any such case may have or has an effect on the Proposed Acquisition, the Related
Proposed Transactions, all transactions contemplated in the SPA and such other transactions
in connection therewith and incidental thereto;

(n)  no Insolvency Event happening to, threatened or started in relation to, the Target, and/or any
Vendor;

(o) the furnishing of the original executed Moratorium Undertakings and Undertakings to Vote in
Favour;

(p) the Shares not being suspended by the SGX-ST from trading on the Mainboard other than in
relation to trading halts not exceeding three (3) Market Days pending announcements of the
Company; and

(q) the Disposal and Capital Reduction having been completed, and there being no other
material assets or liabilities remaining in the Company other than, where Completion takes
place on or before 31 December 2021, anticipated cash at bank in the amount of S$200,000
to S$400,000.

Long-Stop Date

Unless compliance is otherwise expressly waived in writing, in whole or in part, by the respective
entitled party, if any of the Conditions Precedent are not satisfied on or before 30 September
2022, being the extended long-stop date as announced by the Company on 22 April 2022, the
SPA shall, ipso facto, cease and determine and the Parties shall be released and discharged from
their respective obligations and liabilities under the SPA, save in respect of (i.) any claim by a party
against any other(s) for costs, damages, compensation or otherwise arising from any accrued
liabilities, antecedent and/or existing breaches of the terms thereof, (ii.) the respective obligations,
covenants or undertakings which, pursuant to the terms of the SPA, are expressed to survive
such termination, which shall continue in full force and effect to bind the Parties in the manner so
expressed, and (iii.) for costs and expenses as expressly provided for under the SPA.

As at the date of this Circular, the Conditions Precedent in Section 2.5.5 other than those in
relation to the approval of Shareholders set out in Section 2.5.5(c) of this Circular have been
fulfilled or satisfied.

The Company will make immediate announcement(s) on SGXNET of (a) any Conditions Precedent

waived pursuant to the SPA (including the basis for such waiver); (b) the fulfilment of the Conditions
Precedent under the SPA; and (c) the termination of the SPA.
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2.5.7 Completion

2.6

Completion shall take place on the date falling ten (10) Business Days after the date on which the
Conditions Precedent have been fulfilled or waived by the relevant Party, or such other date as to
be mutually agreed between the Company and the Vendors (“Completion Date”).

On Completion, the Company shall allot and issue the Consideration Shares to the Vendors in
proportion to the Vendors’ Respective Shareholdings. The Company will also concurrently allot
and issue the Arranger Shares and FA Shares to the Arranger and FA respectively, as well as the
Placement Shares.

Reverse Takeover Transaction

The relative figures in relation to the Proposed Acquisition computed on the relevant bases set out
in Rule 1006 of the Listing Rules, based on the announced unaudited financial statements of the
Group for the 6-month period ended 30 September 2020 and the unaudited financial statements of
the Target for the 6-month period ended 31 December 2020 are as follows:

1006(a) | Net asset value of the assets to be disposed of, compared Not applicable to
with the Company’s net asset value. acquisition of assets
1006(b) | Net profits attributable to the assets acquired or disposed of, 293.0%"

compared with the Company’s net profits.

1006(c) | Aggregate value of the Purchase Consideration, compared 419.7%®
with the Company’s market capitalisation based on the total
number of issued shares excluding treasury shares.

1006(d) | Number of equity securities issued by the Company as 242.8%©
consideration for an acquisition, compared with the number
of equity securities previously in issue.

1006(e) | The aggregate volume or amount of proved and probable | Not applicable to the
reserves to be disposed of, compared with the aggregate of | Proposed Acquisition
the Company’s proved and probable reserves.

Notes:

(1)  The net profits attributable to the Target for the 6-month period ended 31 December 2020 was approximately S$1.6
million and the Group’s net loss for the 6-month period ended 30 September 2020 was approximately RMB2,716,000
(or approximately S$546,000 based on the exchange rate of RMB4.9751 to S$1.00 as at 30 September 2020). With
reference to paragraph 4.3 and 4.4 of Practice Note 10.1 of the Listing Rules, the relative figure is computed on the
absolute basis of each of the amounts.

(2)  Rule 1003(3) of the Listing Rules requires that, where the consideration is in the form of shares, the value of the
consideration shall be determined by reference either to the market value of such shares or the net asset value
represented by such shares, whichever is higher. As the NAV per Share of the Group of S$0.65 (based on the latest
announced consolidated accounts of the Group as at 30 September 2020 of RMB151.9 million or approximately
S$30.5 million) was higher than the volume weighted average Share price of S$0.376 on 13 April 2021, being the
last Market Day on which the Shares were traded on the Mainboard of the SGX-ST preceding the date of the SPA,
NAV represented by the Consideration Shares is used in the calculation of the relative figure for Rule 1006(c). Based
on the Purchase Consideration of S$25.0 million to be fully satisfied by the Company by the allotment and issuance
of 113,636,363 Consideration Shares and the NAV per Share of the Group of S$0.65, the NAV represented by
the Consideration Shares amounted to approximately S$73.9 million (i.e. 113,636,363 x S$0.65 = S$73,863,636).
Based on the Company’s entire issued and fully-paid share capital of 46,800,000 Shares and the volume weighted
average Share price of S$0.376 on 13 April 2021, being the last Market Day on which the Shares were traded on
the Mainboard of the SGX-ST preceding the date of the SPA, the market value of the Company was approximately
S$17.6 million (i.e. 46,800,000 x S$0.376 = S$17,596,800. As such, the relative figure for Rule 1006(c) is 419.7% (i.e.
73,863,636 divided by 17,596,800).

(3) Based on (i.) the proposed issuance and allotment of 113,636,363 Consideration Shares pursuant to the Proposed
Acquisition; and (ii.) the existing fully-paid share capital of 46,800,000 Shares.
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2.7

As the relative figures computed on the bases set out under Rule 1006(b), Rule 1006(c) and Rule
1006(d) of the Listing Rules exceed 100.0% and given that the Completion will result in a change
in control of the Company, the Proposed Acquisition is classified as a “reverse takeover” and shall
be conditional upon, inter alia, the approval of Shareholders at the EGM to be convened pursuant
to Rule 1015 of the Listing Rules.

Risk Factors

Shareholders and prospective investors should carefully consider and evaluate each of the
following risk factors and all of the other information set forth in this Circular. Before deciding to
invest in the Shares, Shareholders and prospective investors should seek professional advice from
the relevant advisers about their particular circumstances.

The following describes some of the significant risks known to the Target now that could directly
or indirectly affect the Target and the value or trading price of the Shares. Some of the following
considerations relate principally to the industry in which the Target operates and its business in
general. Other considerations relate principally to general economic and political conditions. The
risks factors stated below are not intended to be exhaustive and do not state risks unknown to
the Target now but which could occur in future, and risks which the Target currently believe to be
immaterial, which could turn out to be material. Should these risks occur or turn out to be material,
they could materially and adversely affect the Target’s business operations, financial position and/
or results of operations. New risk factors may emerge from time to time and it is not possible for
the Proposed New Board to predict all risk factors, nor can the Company assess the impact of all
factors or the extent to which any factor or combination of factors may affect the Target and the
Proposed Acquisition.

Save as disclosed below, to the best of the Proposed New Board’s knowledge and belief, all risk
factors which could directly and/or indirectly affect the Target and are material to Shareholders
in making an informed judgement of the Target have been set out below. If any of the following
considerations, uncertainties or material risks develops into actual events, the Target’s business
operations, financial position and/or results of operations could be materially and adversely
affected. In such cases, the trading price of the Shares could decline due to any of these
considerations, uncertainties or material risks, and Shareholders may lose all or part of their
investment in the Shares. Following Completion, the risk factors in relation to the Target will also be
relevant to the Enlarged Group.

Shareholders should also note that certain of the statements set forth below constitute “forward
looking statements” that involve risks and uncertainties. For more information, please also refer to
the Section titled “Cautionary Note on Forward Looking Statements” of this Circular.

Risks relating to the Target and its business

(@) The Target’s projects are non-recurring in nature. The Target’s financial performance
depends on its ability to secure new projects and its historical financial performance
may not be indicative of its future financial performance

The Target is in the business of providing interior fitting-out services in Singapore, and the
Target derives its revenue from the projects that it tenders for and is successfully awarded.
Each project is won by the submission of a particular tender or quotation in accordance with
the project’s specifications and requirements. It is therefore critical that the Target is able to
continuously and consistently secure new projects of similar value and volume.

There is no assurance that the Target will be able to secure new projects from its existing
or new customers in future or that the Target’s existing customers will continue to engage it
in their upcoming projects after the completion of the current projects. The Target’s ability to
secure new projects will depend on several factors, including but not limited to, its ability to
maintain its competitiveness, sufficient financing and market demand for its services. As the
Target’s projects are non-recurring in nature, its revenue and profitability will be subject to
volatility and its historical financial performance may not be indicative of its future financial
performance. In the event that the Target is unable to secure new projects of similar value
and margins, its financial performance will be adversely affected.
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(b)

()

(d)

The Target’s order book may not be indicative of its future revenue and profitability

As at the Latest Practicable Date, the Target has an order book of approximately S$76.7
million. Please refer to Section 4.11 titled “Order Book” of the Target’s Letter to Shareholders
for more details.

However, the order book may not be an accurate indicator of the Target’s future performance
as it has not taken into account any potential delays, renegotiations or cancellations of
orders, the occurrence of which will have an adverse impact on its revenue. Potential delays,
renegotiations or cancellations may be due to factors beyond the Target’s control and by
nature are uncertain. There is therefore no assurance that the Target can successfully
convert all contract values stipulated in the contracts awarded to the Target in relation to
these projects that are still in progress into revenue.

The Target is dependent on its suppliers for the supply of raw materials and building
products

The Target purchases most of its raw materials and buildings products that it requires for its
projects from its suppliers. Although the Target owns and operates a processing facility in
Singapore, which is used mainly to process, assemble and manufacture Carpentry Products
required for its projects, it is essential that the Target obtains supplies of unfinished or
unprocessed building products such as timber door frames and panels, metal door frames
and panels, drywall lining products, plywood, particle boards, plastic laminates and other
products in sufficient quantity and at competitive costs in a timely manner. For FY2019,
FY2020, FY2021 and 8M2022, the Target's material costs amounted to approximately S$6.2
million, S$6.1 million, S$9.4 million and S$6.6 million, respectively.

As each project has different specifications and requirements for building and other products,
the Target does not enter into long-term contracts with its suppliers. As such, there is also
no assurance that the Target’s suppliers are able to consistently supply to the Target the
building products that it requires for its projects at competitive prices and/or at the required
quality and quantity in a timely manner. In such events, if the Target is unable to purchase
from alternative sources on comparable terms and prices, the Target's business operations,
operating results and profitability may be adversely affected. To manage this risk, the Target
has in place measures including maintaining a list of approved suppliers. The Target’s list
of approved suppliers is updated on a continuous basis and reviewed annually with the
suppliers evaluated based on key evaluation criteria including reputation, pricing, service
quality, product quality, salesperson response time, delivery time and product warranty
period. For more information on the Target’s business process in relation to its suppliers,
please refer to Section 4.2 titled “Business Process” of the Target’s Letter to Shareholders.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

The Target is dependent on the services of its subcontractors

From time to time, the Target engages subcontractors to carry out more specialised works
such as MEP works and other specialised installation works for its projects. For FY2019,
FY2020, FY2021 and 8M2022, these subcontracting costs amounted to approximately
S$11.1 million, S$7.9 million, S$19.2 million and S$11.6 million, respectively.

Although the Target generally works with those in its list of approved subcontractors, there
is no assurance that the performance of its subcontractors can meet the requirements of its
customers in terms of quality and/or timeline. In cases where a subcontractor's work does
not meet the required specifications, the Target will have to either require the subcontractor
to carry out rectification work or, in certain cases, engage an alternative subcontractor to
carry out the rectification work, thus incurring time and additional costs which could affect
the due completion and profitability of the project in question.
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(e)
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For projects where the Target is the main contractor, its customers will look to the Target
for any damages suffered owing to any non-performance or under-performance by a
subcontractor, and the Target may have to compensate its customers for the damages
they suffered in the first instance while the Target seeks recovery from the subcontractor in
question. The subcontractor may deny liability and challenge its claims. If litigation ensues,
the Target may not prevail or may only be awarded part of its claims against the errant
subcontractor.

As the Target relies on its subcontractors to provide certain services in the projects that it
undertakes, any non-performance or under-performance of its subcontractors may have
an adverse impact on its reputation, business operations and results of operations. To
manage this risk, the Target has in place measures including maintaining a list of approved
subcontractors which is updated on a continuous basis and reviewed annually. The Target
evaluates its subcontractors based on key evaluation criteria including reputation, technical
knowledge support, pricing, service quality, prompt delivery and defect liability periods. For
more information on the Target’'s business process in relation to its subcontractors, please
refer to Section 4.2 titled “Business Process” of the Target’s Letter to Shareholders.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

The Target may face cost overruns in its projects

In preparation for tenders for projects, the Target will carry out internal costing and budgeting
estimates of total costs involved, including labour, material and subcontracting costs, which
are mainly based on the quotations given by its suppliers and/or subcontractors as well
as relevant factors, such as the scope of works required, project duration, availability of its
manpower and resources and prevailing market conditions.

Any disruption of global supply chains and the supply of labour could increase labour,
material and subcontracting costs considerably. If the Target is unable to factor in these
potential circumstances that may cause price fluctuations into each of its tenders and
quotations and/or pass on a part or the whole of any additional costs to its customers, or
reduce other costs, its operating results and financial position may be adversely affected.

Although quotes from the Target’s suppliers and/or subcontractors once accepted are fixed,
there is no assurance that, in the event of any unusual market conditions that result in
significant changes to the base costs of these suppliers and/or subcontractors, they would
not renegotiate the original quotes provided. While the Target is not contractually obliged
to agree to a revised quote, such an event could effectively mean that the Target either
engages alternative suppliers and/or subcontractors who may or may not be able to offer
prices similar to the original quotes, or accepts an increase in price. All these factors may
cause delays to the completion of the Target’s projects and/or reduce anticipated profitability
if the project(s) were of a significant contract value.

There is no assurance that the Target’'s actual costs incurred will not exceed the estimated
costs, due to under-estimation of costs, inefficiency or unforeseen circumstances during the
duration of projects leading to an increase in the prices of materials or wages of labour or
other overheads. In the event that the Target is not able to pass on such increased costs
to its customers, its business operations, operating results, and financial position may be
adversely affected.

The Target may be liable for delays in the completion of projects and any resulting
liquidated damages

The Target’'s contracts normally include provisions for the payment of liquidated damages
in the event the project is completed after the stipulated date for completion stated in the
contract. Delays in the completion of a project could occur from time to time due to several
factors including but not limited to shortages of labour and materials, occurrence of natural
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(9)

(h)

disasters or delays caused by subcontractors or suppliers. There is no assurance that there
will be no delays in the existing and future projects which the Target undertakes resulting
in the payment of liquidated damages. In the event of any delay in the completion of the
project, the Target could be liable to pay liquidated damages and this may adversely affect
its earnings and reduce its profits from the project. In such event, the Target’s reputation,
financial performance and financial condition may be adversely affected.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

Re-measurement terms of works and/or variation orders could result in the total
contract sum of its project being reduced

Some of the Target’s projects involve re-measurement contracts. Unlike fixed lump sum
contracts, the total contract sum of re-measurement contracts is subject to remeasurement
and recalculation. Depending on such remeasurement and recalculation, the actual
quantities of the work executed and the final contract sum may be lower than the estimates
provided at the tendering stage.

The Target’s contracts generally have variation order clauses which allow the customers
to vary the contract works. Such variation orders include the addition, modification or
cancellation of contract works. If any contract works are cancelled, the contract sum of the
project may be reduced.

There is no assurance that the customer will not change its plans for the project and reduce
the scope of works previously agreed on. Such events could adversely affect the Target’s
business operations, operating results and financial position if they occur on any significant
scale or with significant regularity.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

The Target’s ability to secure new projects may depend on its ability to secure
performance bond guarantees and other bank facilities, and its performance bonds
may be forfeited in the event of any non-fulfiiment of contract performance by the
Target

As discussed in the sub-section headed “Award of contracts” under Section 4.2 titled
“Business Process” of the Target's Letter to Shareholders, contracts awarded to the Target
may be subject to the provision of a performance bond, among other things. Performance
bonds of up to 10% of the total value of the contract awarded are not uncommon in the
interior fitting-out industry. Performance bonds are generally required for projects where the
Target acts as a main contractor and may at times, be required for projects where the Target
acts as a sub-contractor as well. For the Period Under Review, approximately 28.2% of the
projects carried out by the Target required performance bonds.

Where the Target is required to provide a performance bond to guarantee its contractual
performance in the project, the Target usually applies to a bank or an acceptable financial
institution for such a facility. Pursuant to the terms of such performance bonds, the Target
is generally required to place a pledged deposit with a bank or pay an insurance premium
to an insurance company. In granting such a facility, the Target may further be required to
provide collateral or security and the Target's directors may be asked to provide personal
indemnities. For more information on the personal indemnities provided by the Target’s
directors, please refer to Section 13.2 titled “Past Interested Person Transactions” and
Section 13.3 titled “Present and On-Going Interested Person Transactions” of the Target’s
Letter to Shareholders.
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There is no assurance that the Target will be able to secure performance bonds as and when
required for its projects in the future, or that the terms offered by its banks and financial
institutions will be acceptable to it. If the Target is not able to secure performance bonds
as required or if the terms of such performance bonds are not acceptable to the Target,
the Target will not be able to accept the projects awarded to it, or if the fees charged by
the Target’s banks for the grant of such performance bonds are significantly higher than
expected, its profit margins will be adversely affected. All these will have a material adverse
impact on its revenue and profitability, which may, in turn, adversely affect its overall
operating results and financial position.

Further, if the Target’'s works or works performed by its subcontractors fail to meet the
requirements of its customers or the contractual requirements, its customers will be entitled
to call on the performance bonds by making a claim within the stated period from the
expiry of the performance bond, and the Target will have to make repayment to its banks or
financial institutions, which may adversely affect its liquidity and operating results.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

The Target is exposed to its customers’ credit risks and may face liquidity issues
should there be any delays in projects by Target or its subcontractors, or delays in
certifying works completed and/or late or non-payments by its customers

Due to the nature of the Target’s business, it is required to have a substantial amount of
cash outlay for the initial stages of a project. Typically, the projects that the Target undertakes
will have net cash outflow in early phases where such cash outlay is used to, among other
things, purchase any necessary materials and to employ the necessary manpower.

Although the Target submits its progress payment applications on a monthly basis, it only
invoices its customers upon receipt of a progress certificate certifying the works completed
and payment amount due from the customer. This normally takes around 21 days after the
initial progress payment application has been submitted. Further, the Target typically allows
credit terms of 30 days from the date of its invoice to its customers with 10.0% of each
interim progress payment (usually capped at 5.0% of total contract sum) generally retained
by the customer as retention money. For the Period Under Review, approximately 75.6% of
the projects carried out by the Target involved retention monies. The retention monies are
released in two stages — 50.0% upon completion of the project and the remaining 50.0%
upon expiry of the defect liability period, which usually ranges from 12 to 18 months. On the
other hand, the Target’s suppliers and subcontractors generally grant it credit terms of 30 to
90 days and the Target requires working capital for day-to-day operations.

Although the Target’s trade receivables (excluding retention receivables) turnover days
ranged from 22 to 40 days during the Period Under Review, there is no assurance that its
receivables turnover days will remain similar, the retention receivables can be collected
immediately upon completion of the project and expiry of the defect liability period and that
its customers will not default on their payment obligations in the future.

The Target relies on timely completion of its projects, prompt certification and payment by its
customers in order to meet its payment obligations to its suppliers and subcontractors and
working capital requirements. The Target may face liquidity issues when there is a significant
mis-match in timing and/or amount between receiving payments from its customers and
meeting its payment obligations. In such an event, the Target may need to access the capital
markets for debt or equity financing, which may, in turn, adversely affect its overall operating
results and financial position. Please also refer to the related risk factor headed “The Target
had and may in future have negative cash flows from operating activities’.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.
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(k)

Disputes, claims or legal proceedings may have a material and adverse impact on the
Target’s business

In the course of the Target’s business, it may be involved in disputes, claims or legal
proceedings, which could have a material and adverse impact on its business and results of
operations.

Disputes with the Target's subcontractors and/or suppliers may arise from disagreements
over the quality or delivery schedules of the services or goods provided by them or any
other terms of the contract. The Target may also become involved in proceedings relating
to, among other things, warranty, indemnification or liability claims, labour disputes, workers’
compensation claims, and safety, environmental or other legal prosecutions.

Legal proceedings and disputes are often time-consuming and expensive, and as a result
of which, significant time and resources may be diverted and the Target may be ordered or
made liable to pay compensation or damages. Any disputes, claims or legal proceedings,
if successfully made against the Target, may also have an adverse effect on its market
reputation and its ability to secure new contracts.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

The Target is dependent on foreign labour and inability to obtain foreign labour or
increased costs of foreign labour could materially affect its operations and financial
performance

Due to the shortage of local workers available in Singapore for the industry that the Target
is in, the Target is dependent, to a large extent, on foreign workers for carrying out the
works under its contracts. As at the Latest Practicable Date, 88 of the Target’'s employees
are foreign labour, representing approximately 78% of the Target’s total workforce.
During the Period Under Review, the Target recruited its foreign labour mainly from
India and Bangladesh. As the Target’s total workforce is made up of a high proportion of
foreign workers, its business operations, operating results and financial position would be
adversely affected by, inter alia, the supply and demand of foreign labour and/or changes
in government policies and regulations that may restrict its ability to obtain sufficient foreign
labour and/or increase the cost of employing foreign labour, including but not limited
to requirements in respect of the granting and/or renewal of work permits, quota, foreign
workers’ countries of origin, MYE and minimum wages.

The employment of foreign labour in Singapore is subject to laws and regulations imposed
by MOM. Employers are required to comply with the relevant laws and regulations and
may be held liable for contraventions. While the Target intends to comply with these laws
and regulations, there can be instances of non-compliance due to inadvertent oversight.
For example, the Target had engaged in certain sub-contracting arrangements with one of
its foreign workers, which it immediately put an end to in late 2018 as soon as it became
aware that such arrangements may constitute contraventions under the EFMA. In rectifying
the non-compliance, the Target also promptly terminated the foreign worker's employment
and cancelled his S Pass. For more information on the non-compliance, please refer to
Section 9.5 titled “Employment of Foreign Workers in Singapore” of the Target’s Letter to
Shareholders.

Despite there being no investigations or regulatory action taken against the Target to date,
the Target recognises that under the EFMA, the penalty on an employer and/or its officers
for failure to comply with any regulatory condition of an S Pass is a financial penalty not
exceeding S$10,000 with the amount to be determined by the Controller of Work Passes.
The Target is not certain whether any investigations or regulatory actions, if commenced,
will have an adverse impact on its further applications for foreign workers. As at the Latest
Practicable Date, the Target has not experienced any difficulties in its applications for S
passes and work permits for its foreign employees and nothing has arisen thus far which has
led the Target to expect that it is likely to experience difficulties in its applications in future.
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The MOM imposes a quota on the number of foreign workers that the main contractor and
its subcontractors (including the Target) can employ in respect of each project. Depending
on the requirements of the Target’s projects, the tightening of such quotas could adversely
affect its operations and accordingly its business operations, operating results and financial
position.

MOM also imposes a levy for each foreign worker employed (subject to changes as and
when announced by the Singapore government) which as at the Latest Practicable Date
ranges from S$300 to S$950 per month, depending on the nationality, skill level of these
foreign labour, and whether they quality for MYE waivers. Besides increases in minimum
qualifying salary, the Target’s costs of employing foreign workers may also increase due
to other factors, such as shortage in supply of foreign workers or increase in wages. If the
Target’s labour costs increase substantially or if it is unable to retain its foreign employees or
hire new employees on terms acceptable to it or at all, the Target’s business operations and
financial performance may be adversely affected.

There is no assurance that the Target can continue to recruit sufficient foreign labour to
support its business operations, nor can it guarantee that its staff costs will not increase in
order to attract or retain workers. For further details on the regulatory requirements relating
to the employment of foreign workers and the Target’s potential exposure in relation to past
non-compliance under the relevant laws and regulations, please refer to Section 9.5 titled
“Employment of Foreign Workers in Singapore” of the Target’s Letter to Shareholders.

The Target may not be able to carry out its future plans successfully

The Target has drawn up its business strategies and future plans to be implemented in
the near future as set out in Section 6 titled “Business Strategies and Future Plans” of the
Target’s Letter to Shareholders. The successful implementation of such future plans depends
on several factors including retention and recruitment of skilled staff, the availability of
sufficient funds, government policies and prevailing market conditions.

There is no assurance that the Target will be able to successfully implement its business
strategies and future plans, or even if its business strategies and future plans are
implemented, that they will result in the Target successfully achieving the objectives of these
strategies and future plans. If the Target is not able to achieve the objectives of its business
strategies and future plans, the Target’s business operations, operating results and financial
position may be adversely affected.

The Target is dependent on key personnel for its continued success

The Target’s success to date is attributable to the contributions of its directors, Tan Jit Meng,
Soh Loong Choong Jackie and Tan Chee Khoon. Each of them has more than 20 years of
experience and extensive business contacts in the interior fitting-out industry. Please refer to
Section 15 titled “Proposed New Board and Proposed New Executive Officers” of the Target's
Letter to Shareholders for more information.

The Target's continued success and growth are therefore dependent on the retention of
its directors as well as its ability to continue to attract, retain and motivate other qualified
personnel. Consequently, the loss of the services of one or more of these individuals without
suitable and timely replacement or the inability to attract new experienced and qualified
personnel could have a material and adverse effect on the Target’s business and results of
operations.

Any damage or disruption to the operations of the Target’s processing facility may
affect its business and financial performance

The Target’s ability to manufacture, process and assemble Carpentry Products in-house has
helped the Target to have better control over the quality, time, and cost of its work processes.
As at the Latest Practicable Date, the Target owns a processing facility in Singapore for
the processing and assembly of Carpentry Products including timber doors and frames,
kitchen and vanity cabinets and wardrobes. Please refer to Section 4.3 titled “Processing of
Carpentry Products” of the Target’s Letter to Shareholders for more details.
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Any damage or disruption to the operations of the Target’s processing facility may materially
and adversely affect the due completion and delivery of its projects to the Target’s
customers. Damage or disruption to the operations of the Target’s processing facility, such
as the forced closing or suspension of its processing facility, may result from a number of
factors which are beyond its control, including (i.) terrorism and strikes; (ii.) severe weather
conditions; (iii.) unexpected disruption to its processing facility as a result of machine
breakdown, utility supply disturbances, or malfunction or power failure at its processing
facility; (iv.) health pandemic caused by viruses such as COVID-19; and (v.) other force
majeure events.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

Please also refer to related risk factor headed “The Target's operations may be affected by
accidents, natural disasters and other disruptive events’.

The lease in respect of the Target’s current premises will expire on 28 February 2025
and relocation may cause disruption to its operations

The lease of the Target’s current premises at 39 Sungei Kadut Loop housing its office and
processing facility will expire on 28 February 2025. The Target intends to relocate to bigger
premises to cater to an anticipated increase in business volume in the near future. The
Target will identify suitable premises in due course so as to relocate its office and processing
facility prior to the expiry of the lease with minimal or no disruption to its operations, and
has started discussions with JTC on the potential options for relocation to a larger facility,
subject to suitable premises becoming available and cost considerations. However, there
is no assurance that the Target will be able to secure suitable premises to house its office
and processing facility upon the expiration of its lease at the terms acceptable to the Target.
In such an event, the Target may incur additional costs as it will have to rent temporary
premises while the Target sources for new and suitable replacement premises. These factors
could adversely affect its business operations, resulting in an adverse impact on its operating
results and profitability.

The Target’s insurance coverage may not be sufficient to cover all potential losses
and/or potential claims and insurance premiums may increase

Currently, the Target has in place insurance policies to cover the risks relating to its business
operations, human resources and fixed assets including, inter alia, industrial all risks
insurance, contractors’ all risks insurance, fire insurance and motor insurance. The Target
also maintains required insurance policies for its employees including medical insurance and
workmen injury compensation insurance. Please refer to Section 4.20 titled “Insurance” of
the Target’s Letter to Shareholders for more details. While the Target’s insurance coverage
is in line with industry practice, there is no assurance that such insurance coverage is
adequate to cover all potential losses and/or potential claims arising from the Target’s
business operations. If a claim is made against the Target or a loss occurs due to factors
such as accidents or nature disasters and the Target’s policy does not cover or does not
adequately cover the claim made or the loss suffered by it, the Target may face substantial
financial loss as a result.

In addition, the Target’s insurers review its policies each year and it cannot be guaranteed
that its policies will be renewed at all or on similar or other acceptable terms. Future
premiums for the Target’s insurance policies would also increase as a result of claims made.
Significant increases, if any, in the insurance premiums in future may adversely increase the
Target’s operating expenses and reduce its profitability.
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The Target’s operations may be affected by accidents, natural disasters and other
disruptive events

The Target’s operations at its work sites and/or its premises may be damaged or delayed
due to disruptions brought about by causes such as workplace accidents, natural disasters,
fire, machine-breakdown or power failure. Acts of wars and terrorism will also have an
adverse impact on the Target’s business and its employees, causing loss of lives, damage to
its facilities, disruptions to its operations and destruction of its projects.

If any of the events described above occurs, the Target’s business operations, operating
results and financial position will be adversely affected. This would directly impact the
Target’s ability to meet scheduled timelines in accordance with its contracts and reduce its
profit margins owing to the disruptions.

Security bonds furnished by the Target for its foreign employees may be forfeited
under certain circumstances

The Target is required to furnish a security bond of S$5,000 in the form of a banker’s or
insurer's guarantee to the Controller of Work Passes for each non-Malaysian work permit
holder which it employs. The security bonds furnished by the Target may be forfeited under
certain circumstances such as if the Target’s foreign employee goes missing or violates any
conditions of the work permits or the security bonds.

There is no assurance that the Target’s foreign employees will not go missing or violate the
conditions of the work permits or security bonds. Should such events occur, the security
bonds furnished by the Target may be forfeited which in turn could adversely affect its
business operations, resulting in an adverse impact on its operating results and profitability.

As at the Latest Practicable Date, the Target has not experienced any instance of forfeiture
of security bonds furnished for its foreign employees.

There may be potential implications arising from issues relating to MY Land (as
defined below) on the directors and the Enlarged Group

Millennium Fiesta Sdn Bhd (“MFSB”) is a Malaysian private limited company incorporated
in June 2012 and its principal activity is that of property letting. Soh Loong Chow Jackie and
Tan Chee Khoon own 51% and 49% of the total issued share capital of MFSB respectively.
MFPL is a Singapore private limited company incorporated in April 2013 and its principal
activity is that of an investment holding company. At the time of MFPLs incorporation, the
Target held 20% shareholding in MFPL, the Target’s directors Tan Jit Meng, Soh Loong
Chow Jackie and Tan Chee Khoon held 40% and four other unrelated individuals held the
remaining 40% of the shareholding in MFPL.

MFPL entered into a trust deed dated 7 May 2013 with MFSB with the terms of the trust
deed being that Soh Loong Chow Jackie and Tan Chee Khoon shall hold their shares in
MFSB on trust for the benefit of MFPL (the “Trust Arrangement”). Subsequently, MFSB
acquired two parcels of commercial land in Melaka, Malaysia (the “MY Land”) through a sale
and purchase agreement dated 29 May 2013 with the intention of developing commercial
properties. For the avoidance of doubt, neither the MY Land, nor MFSB nor MFPL form part
of the Target’s assets to be acquired by the Company pursuant to the Proposed Acquisition
and RTO.

While preparing for the Proposed HK IPO, the Target was advised that there may be
potential non-compliance of Malaysian laws in relation to the Trust Arrangement and the
MY Land. At the time of the Proposed HK IPO, a legal opinion was sought in relation to
these issues from Malaysian legal advisers (the “1st Opinion”). The 1st Opinion was never
finalised and, as explained below, reaches a different conclusion from a second legal opinion
that was obtained and finalised in January 2022. The 1st Opinion was not finalised due
to the abortion of the Proposed HK IPO, further details of which may be found in Section
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4.22 titled “Prior Listing Attempt by the Target” of the Target's Letter to Shareholders. In
summary, the 1st Opinion opined that MFSB fell within the definition of a “foreign company”
under section 433A of the National Land Code 1965 of Malaysia (“NLC 1965”) in view of
the Trust Arrangement. The acquisition of the MY Land hence required prior approval of the
State Authority of Malaysia. As such approvals were not obtained, the acquisition of the MY
Land by MFSB could be rendered null and void. If investigations commence, there may be
charges brought against MFSB and its directors, Soh Loong Chow Jackie and Tan Chee
Khoon, who in turn could be liable to a fine not less than RM 100,000 and MFSB’s directors
could arguably be liable under section 423 of the Malaysian Penal Code with the maximum
penalty being imprisonment for a term of up to 5 years and/or a fine. On the other hand,
the 1st Opinion also advised that MFSB and its directors may have a viable defence under
the Malaysian Penal Code and even if the directors of MFSB were held personally liable for
the breaches under the Malaysian Penal Code, it would be unlikely for the court to impose
any custodial sentences. As at the Latest Practicable Date, and to the best of the Target’s
knowledge, no investigations of legal actions have ever been commenced.

As mentioned, the 1st Opinion was in draft form and was never signed off. It also expressly
qualified that the opinion was given in connection of the Proposed HK IPO only and may not
be relied on for any other purpose.

In connection with the current Proposed Acquisition, a separate independent legal opinion
was sought by the Sponsor from separate Malaysian counsel, Justin Faye & Partners, to
opine on whether the acquisition of the MY Land, the Trust Arrangement, Soh Loong Chow
Jackie and Tan Chee Khoon contravened any laws or guidelines in Malaysia, including but
not limited to the NLC 1965 and the Penal Code (the “2nd Opinion”). The 2nd Opinion
was finalised and issued by Justin Faye & Partners in January 2022. In summary, Justin
Faye & Partners advised that based on the Trust Arrangement and information available to
Justin Faye & Partners, the acquisition of the MY Land did not contravene any Malaysian
laws. Majority of the voting shares in MFSB was at the material time held by a Malaysian
citizen, namely, Tan Chee Khoon and thus did not fall under the definition of a “foreign
company” under section 433A of the NLC 1965. Based upon the full study of the matter
and information provided, Justin Faye & Partners’ view is that MFSB and its directors, Soh
Loong Chow Jackie and Tan Chee Khoon, did not contravene section 423 of the Malaysian
Penal Code in relation to the acquisition of the MY Land. Justin Faye & Partners is of the
opinion that there was no contravention of Malaysian laws by MFSB or its directors, Soh
Loong Chow Jackie and Tan Chee Khoon in relation to the acquisition of the MY Land.

Notwithstanding the 2nd Opinion, and the fact that there were no investigations or legal
action taken against MFSB and/or its directors as at the Latest Practicable Date, there is
a possibility that such investigations or legal action will be taken against MFSB and/or its
directors in future. As MFSB’s directors, Soh Loong Chow Jackie and Tan Chee Khoon, are
Proposed New Executive Officers of the Company, any such investigations or legal action
may affect the business operations and financial performance of the Enlarged Group.

It is to be noted that neither MFPL nor MSFB is part of the Target's group of companies.
In June 2019, the Target sold its 20% shareholding in MFPL to its directors, Tan Jit Meng,
Soh Loong Chow Jackie and Tan Chee Khoon having considered that MFPL and MSFB are
not related and have no contribution to the current core business of the Target. It was not
part of the Target’s future plans to venture into the development of commercial properties in
Malaysia. The Enlarged Group does not intend and will not make use of the MY Land, and
will not have dealings with MFPL and MFSB following Completion. For more information of
the disposal, please refer to Section 13.2 titled “Past Interested Personal Transactions” of the
Target’s Letter to Shareholders. As at the Latest Practicable Date, the Target does not have
any subsidiaries or associated companies.
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Any non-renewal, suspension, downgrading or revocation of any of the Target’s
licences, permits or its registrations under the Contractors Registration System could
adversely affect its operations and financial performance

The Target is required to be a registered contractor under the Contractors Registration
System maintained by the BCA and hold various licences and permits in Singapore
to conduct its business operations. For more details, please refer to Section 4.19 titled
“Licences, Permits, Registrations and Approval” of the Target’s Letter to Shareholders.

The licences and permits are generally subject to conditions stipulated in the licences and
permits and/or relevant laws or regulations under which such licences and permits are
issued. As such, the Target has to constantly monitor and ensure its compliance with such
conditions. Should the Target fail to comply with the applicable requirements or conditions
to maintain the licences or permits it has, the Target may be subject to the suspension,
revocation or non-renewal of its licences and permits, which would in turn hinder its ability
to provide its services to its customers. In such an event, the Target’s business operations,
operating results and financial position will be materially and adversely affected.

Further, the relevant rules and regulations, licensing regime and the standards of compliance
required may from time to time be subject to changes without substantial advance notice.
Failure to comply with any laws, rules or regulations and any new requirements under the
licensing regime as modified from time to time may expose the Target to fines or suspension
by the relevant authorities, and its operation and financial conditions and profits may be
adversely affected.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

The Target’s performance is dependent on the political, social, economic conditions in
Singapore as well as the policies by the Singapore Government

As at the Latest Practicable Date, the Target’'s operations are located only in Singapore. The
demand for the Target’s interior fitting-out services and products depends, to a large extent,
on the trends and developments of the construction industry in Singapore, which in turn,
are affected by a variety of factors, including but not limited to political stability, prevailing
social and economic conditions, growth prospects of Singapore’s economy, the Singapore
government’s policies on the property and construction industries, as well as the investment
of property developers.

If any change in the above factors results in a decrease in demand for the Target’s goods or
services, its business operations, operating results and financial position will be adversely
affected.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

The Target’s business and operations may be materially and adversely affected by the
outbreak of communicable diseases, such as the recent COVID-19 pandemic, SARS,
bird flu or HIN1 influenza

An outbreak of communicable diseases, if uncontrolled, could affect the Target's operations,
as well as the operations of its customers, subcontractors and suppliers. For example,
the recent COVID-19 pandemic has had a wide-ranging and sustained adverse impact
on businesses globally, including those in the Target’s industry. All of the Target’s projects
were suspended during the “circuit breaker” period from 7 April 2020 to 1 June 2020
(inclusive) implemented by the Singapore government to contain the spread of COVID-19.
Many businesses have also seen their operating expenses increase materially amidst
shortage of manpower and disruptions to the supply chain caused by COVID-19, as well as
implementation of COVID-19 testing and safe management measures.
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The Target is not able to predict when the COVID-19 pandemic will become endemic and/or
when the safe management measures will be relaxed or cease at all. Therefore, COVID-19
could potentially continue to affect the overall economic and market conditions, demand
for the Target’s products or services, its business and operations and overall financial
performance. Further, in the event of an outbreak of other communicable diseases, the
Target’s business and financial performance may also be adversely affected.

The Target faces competition from its competitors and new entrants

The interior fitting-out industry is highly competitive and such competition may increase in
the near future due to the entry of new players. As listed on the BCA website, as at the
Latest Practicable Date, there were 285 contractors registered under the CW01 Workhead
with a C1 grade and 39 contractors registered under the CR06 Workhead with a L6 grade.

In the event that the Target’s competitors are able to provide comparable or better products
or services at lower prices or respond to changes in market conditions more swiftly or
effectively than the Target does, its operations and its financial performance may be
adversely affected. There is no assurance that the Target will be able to compete effectively
with its existing and future competitors and adapt quickly to changing market conditions and
trends. Any failure by the Target to remain competitive will adversely affect the demand for its
products or services and its financial performance.

The Target is subject to regulations and guidelines imposed by the government and
regulatory authorities and any non-compliance may result in fines and/or disruption to
its operations

The Target operates in a highly regulated environment where its operations are subject
to various laws and regulations in Singapore that relate to matters such as licensing,
employment of foreign workers, workplace health and safety, and environmental protection
as set out in Section 9 titled “Government Regulations” of the Target’s Letter to Shareholders.
In the event that the Target’s operations fail to meet any relevant laws or regulatory
requirements, it may be subject to fines or be required to take remedial measures which will
result in increased costs being incurred. A breach of any of such laws and regulations may
also hinder the Target’s ability in winning new projects.

While the Target intends to comply with all applicable laws and regulations, there can be
instances of non-compliance due to inadvertent oversight. For instance, 2 of the Target’s
employees had in June 2021 worked overtime for more than 72 hours as permitted
under the Employment Act. This was a one-off incident which arose due to the COVID-19
pandemic during which the Target was instructed by their customer to deploy 2 safe
distancing officers in order to comply with the COVID-19 safe distancing measures in force
at the time. Due to the short notice given, the Target temporarily engaged its 2 employees
as safe distancing officers. While overtime pay was provided to the employees accordingly,
the overtime hours for both employees for the month exceeded overtime hours as permitted
under the Employment Act. The Target has since taken steps to prevent any future instances
of non-compliance including the implementation of additional internal controls to monitor its
employees’ overtime hours. This includes site personnel checking the employees’ timecards
on the 14" day of each calendar month and alerting the directors once any employee has
already clocked 36 hours of overtime. The Target believes that the implemented measures
are effective in preventing the future recurrence of similar non-compliance by the Enlarged
Group. Despite there being no investigations or regulatory action taken against the Target
to date, the Target recognises that under the Employment Act, the penalty for such non-
compliance is a fine not exceeding S$5,000 for first-time offenders and for subsequent
offences, a fine not exceeding S$10,000 or imprisonment not exceeding one year or both.
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Regulations and regulatory guidelines are subject to amendments from time to time. Any
changes in government legislation, regulations or policies affecting the Target’s industry
could adversely affect its business operations and/or have a negative effect on the demand
for its services and its results of operations. There is also no assurance that the Target
will be able to comply with any changes and in the event that compliance with such new
regulations or regulatory guidelines increases its costs materially, the Target’s financial
performance may be adversely affected.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

The Target may incur additional costs to comply with environmental regulations

The Target operates in the built environment and is subject to various environment-related
laws and regulations, including those pertaining to global warming, air pollution, water
pollution, usage restriction and removal of hazardous substances, disposal of waste,
recycling of products, and ground and groundwater pollution. Therefore, the Target may face
environment-related costs and liability for non-compliance with such laws and regulations.

Environment-related regulations are also becoming more stringent every year, and the Target
may have to make additional capital investment and incur additional costs to comply with
such laws and regulations as well as to take voluntary actions to protect the environment.
If the Target fails to comply with present or future environmental regulations, it may be
required to pay substantial fines, suspend or cease operations. In such an event, the Target’s
business operations, financial performance and reputation may be adversely affected.

The Target had and may in future have negative cash flows from operating activities

The Target generated positive cash flows from operating activities of S$90,000 and
S$494,000 in FY2019 and FY2020 respectively but recorded negative cash flows from
operating activities of approximately S$4.2 million in FY2021. Please refer to Section 11.4
titled “Liquidity and Capital Resources” of the Target's Letter to Shareholders for details of
the reasons for the negative cash flows from operating activities in FY2021.

Although based on the unaudited results for the financial period from 1 July 2021 to
28 February 2022, the Target recorded positive cash flows from operating activities
of $$189,000, there can be no assurance that it will continue to be able to do so. In the
event that the Target generates negative cash flows from operating activities, it may need
to access the capital markets for debt or equity financing to fund its business operations.
Alternatively, the Target may seek bank loans or credit facilities from financial institutions.
Additional debt financing may increase its gearing and financial risks, while additional equity
financing may result in a dilution of existing Shareholders’ shareholdings. Further, there is
no assurance that the Target will be able to obtain any additional financing on terms that
are acceptable to it or at all. If the Target is unable to obtain such financing, its business
operations, financial condition and results of operations may be materially and adversely
affected.

Significant warranty claims will adversely affect the Target’s financial position

As stated in the sub-section “Project completion” under Section 4.2 titled “Business Process”
of the Target’s Letter to Shareholders, the terms of the contract for a project normally
stipulates a defect liability period of between 12 to 18 months, during which the Target has
to rectify any defect found. The Target generally provides warranties to its customers and up
to 5.0% of the contract value will be retained by its customers until the expiry of the defect
liability period. There were no material defect liability claims against the Target during the
Period Under Review.
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Although the Target usually obtains back-to-back warranties from its subcontractors and
where applicable, from its suppliers of certain products such as fire-rated doors or partitions,
the Target remains primarily responsible for any claims during the defect liability period. Any
rectification and repair works to be made under the warranty will increase the Target’s costs
and have an adverse effect on its profitability.

Retention monies form a significant component of the Target’s working capital and they may
not be paid back to it in a timely manner or in full owing to the defects snagging process of
completed works, which may give rise to disputes and result in payment delays.

As at the Latest Practicable Date, there has been no past incident in respect of the above
which had any material adverse impact on the Target’s financial condition and/or operations.

Increased staff cost and depreciation charges from additional capital expenditure on
manpower, property and machinery could affect the Target’s financial performance

As the Target grows its business, it may need to recruit additional manpower and acquire
additional machinery and equipment, including motor vehicles. Please refer to Section 6
titled “Business Strategies and Future Plans” of the Target’s Letter to Shareholders for further
details. Such additional manpower, machinery and equipment may increase the Target’s
staff costs and depreciation expenses, respectively. However, should the Target be unable to
obtain more projects and increase its revenue sufficiently after such planned investment, its
business, results of operations, financial condition and prospects may be adversely affected.

The Target may be subject to risks associated with mergers and acquisitions, joint
ventures or strategic alliances

Going forward, the Target may seek growth opportunities through mergers and acquisitions,
joint ventures or strategic alliances, in particular for larger scale projects or projects with
requirements that lie outside the Target's expertise. These joint ventures and strategic
alliances involve a certain amount of business or operating risks, including (i.) inability to
exert control over the actions of the Target’s partners, including any non-performance, default
or bankruptcy of the partners; (ii.) difficulty in integrating management, operations, services
and personnel; (iii.) strain on resources in order to coordinate internal systems, controls,
procedures and policies; and (iv.) exposure to unknown liabilities incurred by the Target’s
partners. In the event of any dispute with the Target’s partners on the business and day-
to-day operations of its joint ventures or strategic alliances, there is no assurance that the
Target will be able to arrive at a resolution that is favourable to it. Furthermore, the Target’s
partners may take actions contrary to its instructions, requests or policies and/or be unable
or unwilling to fulfil their obligations which may affect the operations of the joint venture or
strategic alliance. In such an event, the Target may not be able to complete projects within
the stipulated budget and time schedule and its financial performance, business and
reputation may be adversely affected. Notwithstanding the above, the Target has not formed
any existing or past strategic alliances during the Period Under Review.

Risks relating to the Enlarged Group and the ownership of the Shares following Completion

C))

The Vendors will have significant control over the Company, allowing them to
influence the outcome of matters requiring the approval of Shareholders

Immediately after Completion, the Vendors will hold in aggregate approximately 63.05%
of the Enlarged Share Capital. As a result, the Vendors will be able to exercise significant
influence over the outcome of matters submitted to Shareholders for approval, including,
amongst others, election of the directors of the Company, the approval of significant
corporate transactions and the affairs and policies of the Company unless they are required
by the Catalist Rules to abstain from voting. Control of a majority and a significant portion
of the Shares by the Vendors can delay, defer or prevent future transactions including a
takeover or a change in control of the Company, and can make some transactions more
difficult or impossible to complete without the support of the Vendors, even if it may benefit
the Shareholders.
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(b) The Share price may be volatile, which can result in substantial losses for investors in
the Shares after Completion

The market price of the Shares may fluctuate significantly and rapidly as a result of, amongst
others, the following factors, some of which are beyond the control of the Company and the
Enlarged Group:

(i.)  variation in the results of operations of the Enlarged Group;

(i) changes in securities analysts’ estimates of the results of operations and
recommendations of the Enlarged Group;

(iii.) discrepancies between the Enlarged Group’s actual operating results and those
expected by investors and securities analysts;

(iv.) changes in market valuations and share prices of companies with businesses that are
similar to those of the Enlarged Group that may be listed in Singapore or elsewhere;

(v.) announcements by the Enlarged Group of significant contracts, acquisitions, capital
commitments, joint ventures or strategic alliances;

(vi.) any negative publicity on the Enlarged Group, its joint ventures, business partners or
suppliers;

(vii.) unforeseen contingent liabilities of the Enlarged Group;
(viii.) additions or departures of key personnel;
(ix.) fluctuations in stock market prices and volume;

(x.) the Enlarged Group’s involvement in material litigation, arbitration proceedings and/or
investigations by government authorities;

(xi.) success or failure of the Enlarged Group’s management in implementing business and
growth strategies;

(xii.) changes in conditions affecting the industry, general economic conditions or stock
market sentiments or other events or factors;

(xiii.) unforeseen contingent liabilities of the Enlarged Group;

(xiv.) fluctuations in the share prices of companies in the same industry as the Enlarged
Group that are also listed in Singapore, and

(xv.) foreign exchange fluctuations and translations.

(c) Existing Shareholders will face immediate and substantial dilution following
Completion and may experience future dilution to shareholdings

Immediately after Completion, the existing Shareholders will, on a collective basis, own
approximately 25.97%?2 of the Enlarged Share Capital and the shareholdings of the Vendors
will be approximately 63.05%.

The Company may also issue new shares or convertible securities, share options or share
awards under any employee share schemes that may be implemented after Completion. This
may lead to further dilution to the shareholdings of the existing Shareholders.

2 Sun Bowen will reduce his shareholdings in the Company to less than 5% of the Enlarged Share Capital by the time of completion
of the Proposed Placement.
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Investments in securities quoted on the Catalist Board involve a higher degree of risk
and can be less liquid than securities quoted on the Mainboard of the SGX-ST

Following Completion, the Company’s listing will be transferred to the Catalist Board, a listing
platform designed primarily for fast-growing and emerging or smaller companies to which
a higher investment risk tends to be attached as compared to larger or more established
companies. An investment in shares quoted on the Catalist Board may carry a higher risk
than an investment in shares quoted on the Mainboard of the SGX-ST. The future success
and liquidity in the market of the Shares cannot be guaranteed.

Pursuant to the Catalist Rules, the Company will be required, inter alia, to retain a sponsor
at all times after its admission to the Catalist Board. In particular, unless otherwise approved
by the SGX-ST, the Financial Adviser and Sponsor must act as the Company’s continuing
sponsor for at least three (3) years after its admission to the Catalist Board. In addition,
the Company may be delisted in the event that the Company does not have a sponsor for
more than three (3) continuous months. There is no guarantee that following the expiration
of the three-year period, RHB Bank will continue to act as the Company’s sponsor or that the
Company will be able to find a replacement sponsor within the three-month period.

The Enlarged Group may not be able to pay dividends in the future

There is no assurance that the Company will pay dividends in the future or, if the Company
does pay dividends in the future, when the Company will pay them. The declaration and
payment of future dividends will depend upon, inter alia, the Enlarged Group’s actual and
future financial performance and financial condition, level of its cash and retained earnings,
its current capital commitments, projected capital expenditure and other investment plans,
the terms of the borrowing arrangements (if any), future plans for expansion, and any other
factors which the Proposed New Board may deem appropriate. This may be affected by
numerous factors including but not limited to general economic conditions, market sentiment,
market competition and the success of the Enlarged Group’s future plans and business
strategies, many of which are beyond the Enlarged Group’s control. Any of these factors
could have a material adverse effect on the business, financial position and results of the
Enlarged Group’s operations, and hence, there is no assurance that the Company will be
able to pay dividends to Shareholders after Completion. Please refer to Section 16 titled
“Dividend Policy of the Enlarged Group” of this Circular for further details.

Pursuant to the terms governing the existing credit facilities granted to the Target, the Target
may not declare or make payment of any dividends or any income or capital distribution
in the event of, among others, any outstanding monies (whether principal, interest or
otherwise) payable to the financial institutions. The Enlarged Group’s future loan agreements
may also include covenants which may limit when and how much dividends the Enlarged
Group can declare and pay. Such restrictions on the ability of the Target to pay dividends
to the Company may adversely limit the Company’s ability to grow or make investments or
acquisitions that could be beneficial to the Company’s business. Please refer to Section 12
titled “Capitalisation and Indebtedness” of the Target’s Letter to Shareholders for more details
on the Target’s covenants under the existing credit facilities.

Negative publicity may adversely affect the price of the Shares

Negative publicity or announcements including those relating to the Target or any of the
Proposed New Board, Proposed New Executive Officers or Controlling Shareholders of the
Enlarged Group may adversely affect the market perception of the Company or the price
of the Shares, whether or not they are justified. For instance, such negative publicity may
arise from unsuccessful attempts at acquisitions or takeovers, joint ventures or involvement
in litigation or insolvency proceedings. Negative publicity may also arise from any negligence
claims and disciplinary proceedings made against any of the Proposed New Board or
Proposed New Executive Officers, regardless of whether such claims can be substantiated.
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Future issue and sale of securities may adversely affect the price of the Shares

Any future issue of Shares by the Company or sale of the Shares by the Controlling
Shareholders of the Company may have a downward pressure on the Share price. The
issue or sale of a significant number of Shares in the public market after Completion, or
the perception that such issues or sales may occur, could adversely affect the market price
of the Shares. These factors may also affect the Company’s ability to attract subscriptions
for additional equity securities in the future, at a time and price the Company deems
appropriate. Save as disclosed in the Section 20 titled “Moratorium” of this Circular and
subject to applicable laws and regulations, there are no other restrictions imposed on the
Vendors, Wee Henry, RHB Bank and/or Arranger to dispose of their shareholdings. The
Share price may be under downward pressure if the Vendors, Wee Henry, RHB Bank and/or
Arranger sell their Shares upon the expiry of the moratorium period.

Shareholders and prospective investors may not be able to participate in future issues
of the Shares

In the event that the Company issues new Shares, the Company will be under no obligation
to offer those Shares to the existing Shareholders at the time of issue, except where the
Company elects to conduct a rights issue. However, in electing to conduct a rights issue or
other equity issues, the Company will have the discretion and may also be subject to certain
regulations as to the procedures to be followed in making such rights offering available to
existing Shareholders or in disposing of such rights for the benefit of such Shareholders and
making the net proceeds available to them. In addition, the Company may not offer such
rights to existing Shareholders having an address in jurisdictions outside of Singapore.
Accordingly, certain Shareholders may be unable to participate in future equity offerings by
the Company and may experience dilution in their shareholdings as a result.

The Company may require additional funding in the form of equity or debt for the
Company’s future growth which may cause dilution in Shareholders’ equity interest
and/or restrict its business operations

The Target has attempted to estimate its funding requirements for the implementation of
its growth plans as set out in Section 6 titled “Business Strategies and Future Plans” of
the Target’s Letter to Shareholders. In the event that the costs of implementing such plans
exceed these estimates significantly or if the Enlarged Group comes across opportunities
to grow through acquisitions, joint ventures, strategic alliances or investment opportunities,
which cannot be predicted at this juncture, and if funds generated from the Enlarged
Group’s operations prove insufficient for such purposes, the Enlarged Group may need
to raise additional funds to meet these funding requirements. Under such circumstances,
the Enlarged Group may require additional funding either by way of secondary issue of
securities after Completion or by way of borrowings to raise the required capital to develop
these growth opportunities.

The Company cannot ensure that it will be able to obtain any additional financing on terms
that are acceptable to the Company, or at all. If the Company fails to obtain additional
financing on terms that are acceptable to it, the Enlarged Group will not be able to
implement such plans fully. If new Shares placed to new and/or existing Shareholders are
issued after Completion, they may be priced at a discount to the then prevailing market
price of the Shares trading on the Catalist Board and existing Shareholders’ equity interest
may also be diluted. Further, in the event that the Company raises additional funds to
meet its financing needs and existing Shareholders do not participate in the pro rata fund
raising activities such as rights issue, such Shareholders may experience a dilution in their
shareholdings. If the Company fails to utilise the new equity to generate a commensurate
increase in earnings, the Enlarged Group’s earnings per share will be diluted, and this could
lead to a decline in the trading price of the Shares. Any additional debt financing, apart from
increasing interest expense and gearing, may be accompanied by conditions that limit the
Enlarged Group’s ability to pay dividends or require the Enlarged Group to seek lenders’
consent for the payment of dividends, or restrict the Enlarged Group’s freedom to operate its
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business by requiring lenders’ consent for certain corporate actions. If the Enlarged Group is
unable to procure the additional funding that may be required on acceptable terms or at all
or if the Enlarged Group is unable to service its potential new debt financing, the Enlarged
Group’s financial position and results, business operations, future growth and prospects may
be adversely affected.

The current disruptions, volatility or uncertainty of the credit markets could limit the Enlarged
Group’s ability to borrow funds or cause its borrowings to be more expensive. As such,
the Enlarged Group may be forced to pay unattractive interest rates, thereby increasing
its interest expense, decreasing its profitability and reducing its financial flexibility if the
Enlarged Group takes on additional debt financing.

THE PROPOSED WHITEWASH RESOLUTION
Rule 14 of the Code

Under Rule 14 of the Code, where (a) any person 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 (b) 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 must extend offers immediately to the holders of any class of share capital of
the company which carries votes and in which such person, or persons acting in concert with him,
hold shares.

Vendors

As at the Latest Practicable Date, the Vendors do not hold any interest in any Shares.

Immediately after Completion, the Vendors will collectively hold approximately 63.05% of the
Enlarged Share Capital.

As the Vendors are acting in concert, in view of the requirements under Rule 14 of the Code, the
Vendors will have an obligation to make a mandatory general offer as a result of the allotment and
issuance of the Consideration Shares to the Vendors, unless the obligation is waived by the SIC.

Please refer to Appendix G of this Circular titled “Changes in Shareholding Structure” for
shareholding effects of, among other things, the Proposed Acquisition on the shareholding of the
existing Shareholders and the Vendors.

Shareholders should note that the Proposed Acquisition is conditional upon the approval
for the Proposed Whitewash Resolution, and hence the Proposed Acquisition will not be
completed in the event that the Proposed Whitewash Resolution is not approved.

Conditional Waiver by the SIC

The Vendors sought a waiver from the SIC for the requirement under Rule 14.1 of the Code for the
Vendors to make a general offer for the Company in the event the Vendors acquire 30% or more of
the Company’s total voting rights based on the Enlarged Share Capital as a result of acquiring the
Consideration Shares under the Proposed Acquisition.

The SIC had on 16 June 2022 granted the Vendors a waiver of the requirement to make a general
offer under Rule 14.1 of the Code as a result of the allotment and issuance of the Consideration
Shares to the Vendors under the Proposed Acquisition, subject to the following conditions:

(a) a majority of holders of voting rights of the Company present and voting at the EGM, held

not later than the Proposed Acquisition, approve by way of poll, a resolution to waive their
rights to receive a general offer from the Vendors (“Proposed Whitewash Resolution”);
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the Proposed Whitewash Resolution is separate from other resolutions;

the Vendors, parties acting in concert with them and parties not independent of the
Proposed Acquisition abstaining from voting on the Proposed Whitewash Resolution;

the Vendors and their concert parties have not acquired and will not acquire any Shares or
instruments convertible into and options in respect of the 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 on the Proposed Whitewash Resolution):

(i.)  during the period between 22 April 2021 (being the date of the Announcement) and
the date Shareholders’ approval is obtained for the Proposed Whitewash Resolution,
and

(ii.)  in the six (6) months prior to 22 April 2021 (being 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;

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

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 of the Company as a
result of the issue of the Consideration Shares to the Vendors under the Proposed
Acquisition;

(ili.) 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 the Vendors and their concert parties as at the Latest Practicable Date;

(iv.) specific and prominent reference to the fact that the acquisition of the Consideration
Shares by the Vendors will result in the Vendors and their concert parties holding
Shares carrying over 49% of the voting rights of the Company, and the Vendors and
their concert parties would be free to acquire further Shares without incurring any
obligation under Rule 14 of the Code to make a general offer for the Company; and

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

the Circular states that the waiver granted by the SIC to the Vendors from the requirement
to make a general offer under Rule 14 of the Code is subject to the conditions stated at
paragraphs (a) to (f) above;

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

to rely on the Proposed Whitewash Resolution, the approval of the Proposed Whitewash
Resolution must be obtained within three (3) months of 16 June 2022 and the issue of the
Consideration Shares under the Proposed Acquisition must be completed within three (3)
months of the approval of the Proposed Whitewash Resolution.

As at the date of this Circular, all the above conditions imposed by the SIC, save and except for the
condition under sub-paragraph (a), have been satisfied.
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Implications of the Proposed Whitewash Resolution

Independent Shareholders should note that:

(a) their approval of the Proposed Whitewash Resolution is a condition precedent to
Completion pursuant to the terms of the SPA, and if Independent Shareholders do not
vote in favour of the Proposed Whitewash Resolution, the Proposed Acquisition will
not take place;

(b) Dby voting in favour of the Proposed Whitewash Resolution, they will be waiving their
rights to receive a general offer for all of their Shares from the Vendors at the highest
price paid by the Vendors for the Shares in the past six (6) months preceding the
commencement of the offer; and

(c) acquisition of the Consideration Shares by the Vendors will result in the Vendors and
their concert parties holding Shares carrying over 49% of the voting rights of the
Company, and the Vendors and their concert parties would be free to acquire further
Shares without incurring any obligation under Rule 14 of the Code to make a general
offer for the Company.

Advice of the IFA

In connection with one of the conditions imposed by the SIC for granting the Whitewash Waiver,
Provenance Capital Pte. Ltd. has been appointed as the Independent Financial Adviser to the
Recommending Directors in relation to the Proposed Whitewash Resolution.

A summary of the advice of the IFA is set out in Section 22 titled “Advice of the Independent
Financial Adviser in relation to the Proposed Whitewash Resolution” of this Circular.

The IFA Letter setting out the IFA’s advice in full is reproduced in Appendix E to this Circular titled
“Letter from Provenance Capital Pte. Ltd. to the Recommending Directors”.

The Proposed Whitewash Resolution is one of the Key Resolutions to be voted upon at the EGM
whereby if any of the Key Resolutions are not approved, the other Key Resolutions will not be duly
passed.

THE PROPOSED ALLOTMENT AND ISSUANCE OF THE FA SHARES

The Company is seeking the approval of the Shareholders for the allotment and issuance of
454,545 new Shares at the Issue Price to RHB Bank (“FA Shares”), as part payment of RHB
Bank’s management fees as the financial adviser to the Company in respect of the Proposed
Acquisition with the substantial remaining fees payable in cash. On Completion Date, the Company
shall allot and issue the FA Shares to the RHB Bank, representing approximately 0.25% of the
Enlarged Share Capital.

The FA Shares will, upon its allotment and issuance, be credited as fully paid-up and free from all
Encumbrances and will rank pari passu in all respects with the existing issued Shares save for any
rights, benefits, dividends and entitlements the record date of which is before the Completion Date.

THE PROPOSED ALLOTMENT AND ISSUANCE OF THE ARRANGER SHARES

The Company is seeking the approval of the Shareholders for the allotment and issuance of
5,681,818 new Shares at the Issue Price to the Arranger (“Arranger Shares”) in consideration
for the Arranger’s services. On Completion Date, the Company shall allot and issue the Arranger
Shares to the Arranger, representing approximately 3.15% of the Enlarged Share Capital.
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The Vendors were introduced to the Company by the Arranger. The Arranger is a company
registered in British Virgin Islands. The sole shareholder and director of the Arranger is Foo Kok
Hian who is an active investor in the equities market and the private equity space. He also has a
wealth of experience in development and management of industrial infrastructure, management of
private properties as well as provision of general building works with projects ranging from minor
building alteration and addition works to construction of landed properties. The Arranger Shares will
be allotted and issued as consideration for the Arranger’s services.

The number of Arranger Shares was arrived at after negotiations between the Arranger, Vendors
and the Company at arm’s length and took into account, inter alia, the services provided by the
Arranger, which amongst others, included introducing the Vendors and the Target to the Company,
assisting in organising and facilitating the negotiations between the Company and the Vendors in
connection with the Proposed Acquisition.

The Arranger Shares will, upon its allotment and issuance, be credited as fully paid-up and free
from all Encumbrances and will rank pari passu in all respects with the existing issued Shares
save for any rights, benefits, dividends and entitlements the record date of which is before the
Completion Date.

THE PROPOSED PLACEMENT
Proposed Placement

The Company intends to carry out a placement exercise for the proposed allotment and issuance
of up to 13,650,000 new Shares at the Issue Price (“Placement Shares”) in reliance on the
relevant “safe harbour” exemptions under the SFA and in accordance with the applicable conditions
of such exemptions in the SFA (“Proposed Placement”). The Proposed Placement will be in
compliance with Chapter 8 of the Catalist Rules and if required, the Company will issue an offer
information statement in compliance with the SFA for the Proposed Placement. Please refer to
Appendix G of this Circular titled “Changes in Shareholding Structure” for shareholding effects of,
among other things, the Proposed Placement on the shareholding of the existing Shareholders.

The Placement Shares will represent approximately 7.57% of the Enlarged Share Capital of the
Company (assuming all Placement Shares are subscribed for). The Placement Shares will not be
placed to any person who is a Director, a Proposed New Director or a substantial shareholder of
the Target or the Enlarged Group (as the case may be), or any other person in the categories set
out in Rule 812(1) of the Catalist Rules.

Rule 811(1) of the Catalist Rules requires that an issue of shares must not be priced at more
than a 10.0% discount to the weighted average price for trades done on the SGX-ST for the full
Market Day on which the placement or subscription agreement is signed. Rule 811(3) provides
that Rule 811(1) is not applicable if specific Shareholders’ approval is obtained for the issuance of
shares at a greater discount. As the Placement Shares will be issued at the Issue Price which may
be more than 10.0% discounted from the weighted average price for trades done on the SGX-ST
prior to the signing of the placement agreement, the Company is seeking the specific approval of
Shareholders for the allotment and issuance of the Placement Shares in accordance with Rule
811(3) of the Catalist Rules.

The Company will be appointing a holder of the relevant capital market services license as the
placement agent for the Proposed Placement. The final terms of the Proposed Placement
(including the placement commission) shall be determined following the entry into a definitive
placement agreement.

Terms of the Proposed Placement

The Placement Shares will be issued upon Completion and upon their allotment and issuance, be
credited as fully paid-up and free from all Encumbrances and will rank pari passu in all respects
with the existing issued Shares save for any rights, benefits, dividends and entitlements the record
date of which is before Completion Date.
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The Proposed Placement shall be subject to, inter alia, the following conditions being fulfilled:
(@) completion of the Proposed Acquisition;

(b) approval by Shareholders for the allotment and issuance of the Placement Shares and all
the other Proposed Transactions; and

(c) approval in-principle for the listing and quotation of the Placement Shares being obtained
from the SGX-ST (and not having been revoked or withdrawn on or prior to completion of
the Proposed Placement) and, where such approval is subject to conditions, such conditions
being reasonably acceptable to the Company.

The Proposed Placement will not result in any transfer of controlling interest in the Company. The
Company will not proceed with the Proposed Placement without the prior approval of Shareholders
in a general meeting if such issuance would bring about a transfer of controlling interest.

Use of Proceeds from the Proposed Placement

For illustrative purposes, information in this Section has been presented assuming that the
Proposed Placement is in respect of all of the 13,650,000 Placement Shares at the Issue
Price. Shareholders should note that the foregoing terms are only indicative, and should not
be construed as a representation that the Proposed Placement will be made on those terms.

For illustrative purposes only, the Company intends to utilise the net proceeds from the Proposed
Placement in the follow manner:

Estimated amount allocated
for each dollar of the gross
proceeds from the
Proposed Placement

Use of Proceeds S$°000 (cents)
General working capital 1,305 43.46
Net Proceeds 1,305 43.46
Listing and application fees 62 2.06
Professional fees and expenses (") 1,503 50.05
Placement commission 90 3.00
Miscellaneous expenses 43 1.43
Gross Proceeds 3,003 100.0
Note:

(1)  This includes fees paid to professionals including financial advisers and sponsor, legal advisers, tax advisers,
auditors, valuers and public relations consultants for the Proposed Transactions.

Pending the deployment of the gross proceeds as aforesaid, the funds will be placed in short-term
deposits with financial institutions, used to invest in short-term money market instruments and/or
used for working capital requirements as the Proposed New Directors may deem appropriate.

The Company will make periodic announcements as and when the proceeds from the Proposed
Placement are materially disbursed and state therein whether such a use is in accordance with
the stated use and in accordance with the percentage allocated in this Circular. Where there is any
material deviation from the stated use of proceeds, the Company will announce the reasons for
such deviation. The Company will also provide a status report on the use of the gross proceeds
in its annual report. Any material deviation in the use of the net proceeds will be subject to the
Catalist Rules and appropriate announcements will be made by the Company on SGXNET.
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Shareholders should note that the terms and timing of the Proposed Placement, including the
actual number of Placement Shares will depend on various factors such as market conditions, as
well as potential investors’ interest in the Shares upon Completion, and there is no certainty or
assurance that the Company will be able to place out all or any of the Placement Shares and raise
the gross proceeds therefrom.

In the reasonable opinion of the Proposed New Board, there is no minimum amount which must be
raised from the Proposed Placement.

Further Information

The Company will make the necessary follow-up announcements as and when required and/or as
and when material developments arise in respect of the Proposed Placement.

THE PROPOSED LISTING TRANSFER

Upon Compiletion, it is proposed that the Company will transfer the listing of its Shares from the
Mainboard to the Catalist Board. Shareholders’ approval for the Proposed Listing Transfer is a
Condition Precedent to the Proposed Acquisition. RHB Bank will be appointed as the continuing
sponsor of the Company following completion of the Proposed Listing Transfer.

Rationale for the Proposed Listing Transfer

Under Rule 1015(3)(a) of the Listing Rules, in order to maintain a Mainboard listing after a reverse
takeover, the new business to be acquired by the Company and the Enlarged Group must satisfy
one of the quantitative criteria set out in Rule 210(2)(a), (b) or (c) of the Listing Rules, being:

(@) Rule 210(2)(a): minimum consolidated pre-tax profit (based on the latest full year
consolidated audited accounts) of at least S$30.0 million for the latest financial year and an
operating track record of at least three (3) years;

(b)  Rule 210(2)(b): profitable in the latest financial year (pre-tax profit based on the latest full
year consolidated audited accounts), has an operating track record of at least three (3) years
and has a market capitalisation of not less than S$150.0 million based on the issue price
and post-invitation issued share capital; or

(¢)  Rule 210(2)(c): operating revenue (actual or pro forma) in the latest completed financial year
and a market capitalisation of not less than S$300.0 million based on the issue price and
post-invitation issued share capital.

In connection with the Proposed Acquisition, the Company is proposing to transfer its listing from
the Mainboard to the Catalist Board for the following reasons:

(@) in view of the financial performance of the Target, the Company believes that the Enlarged
Group and the new business to be acquired by the Company pursuant to the Proposed
Acquisition will not satisfy the quantitative criteria for Mainboard listings under Rule 210(2) of
the Listing Rules; and

(b)  the Enlarged Group and the new business to be acquired by the Company pursuant to the
Proposed Acquisition will not need to meet any minimum operating track record, profit, share
capital or market capitalisation requirements.

The Proposed Listing Transfer will provide the Company with a more suitable platform for the
listing and trading of its Shares as the Catalist Board provides a more conducive listing platform
for companies who require a flexible regulatory system to float their shares including but not limited
to higher thresholds for acquisitions and disposals that do not require shareholders’ approval and
higher thresholds for share issuances under a general mandate from shareholders. Further, the
Company has also been on the watch-list of the SGX-ST due to the Financial Entry Criteria since 5
December 2018. Pursuant to Rule 1315 of the Listing Rules, the Company must take active steps
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to be removed from the watch-list by achieving (i.) a pre-tax profit for the most recent financial
year and (ii.) having an average daily market capitalisation of S$40 million or more over the last
6 months, within 36 months from the date it was placed on the watch-list. Otherwise, the SGX-ST
may either remove the Company from the Official List or suspend trading of the Shares with a view
to removing the Company from the Official List. Please refer to Section 14.2 of this Circular for
more information on the Application for Extension of Time.

In light of the new business, market capitalisation and risk profile of the Enlarged Group, and the
requirements of the Financial Entry Criteria, the Board is of the view that the Proposed Listing
Transfer and a listing on the Catalist Board will (a) position the Company appropriately and better
allow the Company to attract investors in the future, (b) allow the Company to maintain its listing
status on the SGX-ST, and (c) allow the Company to exit the watch-list.

Requirements for the Proposed Listing Transfer

A transfer of listing from the Mainboard to the Catalist Board is governed by Rule 410 of the
Catalist Rules. As set out below, subject to Shareholders’ approval for the Proposed Listing
Transfer, the Company will meet all the requirements for a transfer to the Catalist Board.

Rule 410(1) - Compliance with Rules 406(1), (2)(b). (3). (4) and 407(2) and (3)

Based on the shareholding statistics available to the Company as at the Latest Practicable Date,
and assuming Completion, the Proposed Issuance of the FA Shares, the Proposed Issuance of the
Arranger Shares, the Proposed Placement and the reduction of Sun Bowen’s shareholdings in the
Company to less than 5% of the Enlarged Share Capital, approximately 19.85% of the Enlarged
Share Capital will be held in the hands of the public and the number of Shareholders is expected
to be more than 200. As such, the Company will fulfil the requirements stipulated under the Catalist
Rules in relation to the shareholding spread and distribution by having at least 15.0% of the Shares
in the hands of the public and more than 200 public Shareholders.

The overall distribution of shareholdings is expected to provide an orderly secondary market in the
securities when trading commences, and is unlikely to lead to a corner situation in the Shares.

The Company will comply with Rule 406(3) of the Catalist Rules in that:

(a) the Proposed New Board and Proposed New Executive Officers of the Enlarged Group have
the appropriate experience and expertise to manage the Enlarged Group’s business. Tan
Kok Heng and Lu King Seng, who are Proposed New Directors, have relevant experience
as directors of public listed companies in Singapore, and are familiar with the roles and
responsibilities of a director of a public listed company in Singapore. Wee Shuo Siong Milton
does not have prior experience as a director of a public listed company in Singapore, but he,
along with the other Proposed New Directors have been briefed by the Legal Adviser to the
Company on the Proposed Transactions, on the roles and responsibilities of a director of a
public listed company in Singapore. In addition, all Proposed New Directors have attended
the relevant courses organised by the Singapore Institute of Directors as prescribed by the
SGX-ST;

(b)  nothing materially adverse has come to the attention of RHB Bank to suggest that the
Proposed New Board, Proposed New Executive Officers and Controlling Shareholders of the
Enlarged Group do not have the character and integrity expected of a listed issuer;

For more information on the Proposed New Board and the Proposed New Executive

Officers, please refer to Section 15 titled “Proposed New Board and Proposed New
Executive Officers” of the Target’s Letter to Shareholders; and
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(c) the Enlarged Group will have at least two (2) non-executive Directors who are independent
and free of any material business or financial connection with the Enlarged Group. Please
refer to Section 17.3 titled “New Nominating Committee - The New Nominating Committee’s
View of the Proposed Independent Directors” of the Target’s Letter to Shareholder for further
information. In addition, the Enlarged Group will establish the New Audit Committee, the
New Remuneration Committee and the New Nominating Committee, with written terms of
reference clearly set out the authority and duties of the committees.

For further information on the board committees that will be established upon Completion,
please refer to Sections 17.2, 17.3 and 17.4 titled “New Audit Committee”, “New Nominating
Committee” and “New Remuneration Committee” respectively of the Target's Letter to
Shareholders.

As Rule 406(4) of the Catalist Rules is not applicable in relation to reverse takeovers, RHB Bank
has provided the confirmation required in Appendix 10A of the Catalist Rules that the Enlarged
Group is suitable for listing and complies with the Catalist Rules.

Pursuant to Rule 407(2) of the Catalist Rules, in the reasonable opinion of the Proposed New
Board, barring unforeseen circumstances and after taking into account all the factors set out in
Section 11.4 titled “Liquidity and Capital Resources” of the Target's Letter to Shareholders, the
working capital available to the Enlarged Group as at the date of this Circular is sufficient for its
present requirements and for at least twelve (12) months after Completion.

Pursuant to Rule 407(3) of the Catalist Rules, in the reasonable opinion of RHB Bank, barring
unforeseen circumstances and after taking into account all the factors set out in Section 11.4
titled “Liquidity and Capital Resources” of the Target's Letter to Shareholders, the working
capital available to the Enlarged Group as at the date of this Circular is sufficient for its present
requirements and for at least twelve (12) months after Completion.

Accordingly, Rule 410(1) of the Catalist Rules will be complied with upon Completion.

Rule 410(2) - The Company is sponsored and the Sponsor provides SGX-ST with a completed
Appendix 4D (Transfer Confirmation by Sponsor)

The Proposed New Board proposes to appoint RHB Bank as the Company’s continuing sponsor,
subject to the Proposed Listing Transfer taking effect. The Sponsor had on 30 June 2022 provided
the SGX-ST with the completed Appendix 4D (Transfer Confirmation by Sponsor) of the Catalist
Rules.

Accordingly, Rule 410(2) of the Catalist Rules has been complied with.

Rule 410(3) - The Company provides SGX-ST with a completed Appendix 4E (Applicant’s Listing
Agreement

The Company had on 30 June 2022 in its application to the SGX-ST for the Proposed Listing
Transfer provided the SGX-ST with the completed Appendix 4E (Applicant’s Listing Agreement) of
the Catalist Rules.

Accordingly, Rule 410(3) of the Catalist Rules has been complied with.

Rule 410(4) - The Company’s Shareholders have approved the Proposed Listing Transfer by
special resolution
The Proposed Listing Transfer is subject to the approval of the Shareholders by way of special

resolution at the EGM, the notice of which is set out in the Section titled “Notice of Extraordinary
General Meeting” of this Circular.

Accordingly, subject to the approval of the Shareholders for the Proposed Listing Transfer at the
EGM, Rule 410(4) of the Catalist Rules will be complied with.
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725 Rule 410(5) - The Company is in compliance with all applicable Listing Rules

The Company confirms that it is in compliance with all applicable Listing Rules.

Accordingly, Rule 410(5) of the Catalist Rules has been complied with.

8. THE PROPOSED CHANGE OF CORE BUSINESS

Upon Completion, the business of the Enlarged Group will comprise wholly and solely of the
Business. Therefore, in connection with the Proposed Acquisition, the Company will be changing its
core business to that of the Business (“Proposed Change of Core Business”).

Please refer to the Target's Letter to Shareholders for more information on the Target and the
Business. Please refer to Section 2.7 of this Circular for the risk factors associated with the
Proposed Change of Core Business.

9. THE PROPOSED CHANGE OF NAME

In connection with the Proposed Transactions, the Company is proposing to change the name of
the Company from “Fabchem China Limited” to “Lincotrade & Associates Holdings Limited”
to better reflect the identity of the Enlarged Group and the new business and activities of the
Enlarged Group. The change of name of the Company will only take effect upon Completion.

An application had been made to ACRA on 11 April 2022 for the name “Lincotrade & Associates
Holdings Limited” and the name has been reserved with ACRA until 2 September 2022.

In line with the Proposed Change of Name of the Company, the Company also intends to adopt the
corporate logo as shown below:

Subject to the resolution of the Proposed Change of Name being carried as a special resolution at
the EGM, the Company will, upon Completion, lodge the requisite notification with ACRA relating
to its change of name. Accordingly, the name “Fabchem China Limited” will be substituted with
“Lincotrade & Associates Holdings Limited” wherever the name “Fabchem China Limited”
appears in the Constitution.

The Company will issue an announcement to notify Shareholders of the coming into effect of the
Company’s new name. The Proposed Change of Name does not affect any of the rights of the
Shareholders and the legal status of the Company. All existing share certificates of the Company
in issue bearing the existing name of the Company will, after the Proposed Change of Name
becoming effective, continue to be evidence of title to Shares and will remain valid for trading,
settlement, registration and delivery purposes. Shareholders should take note that notwithstanding
the change of the Company’s name, the Company will not recall any existing share certificates
bearing the current name of the Company, which will continue to be prima facie evidence of legal
title. No further action is required on the part of the Shareholders.

63



LETTER TO SHAREHOLDERS

10.

11.

11.3

12.
12.1

THE PROPOSED APPOINTMENT OF THE PROPOSED NEW DIRECTORS

Upon Completion, the Company proposes to appoint the Proposed New Directors who are as
follows:

(@)  Tan Kok Heng;

(b)  Tan Jit Meng;

() LuKing Seng; and

(d)  Wee Shuo Siong Milton.

For further information on each of the Directors of the Proposed New Board, please refer to
Section 15 titled “Proposed New Board and Proposed New Executive Officers” of the Target’s Letter
to Shareholders.

THE PROPOSED ADOPTION OF THE NEW CONSTITUTION OF THE COMPANY
Rationale

The Company is taking this opportunity to incorporate and amend regulations in its Constitution to
allow the Company to convene, hold and conduct virtual meetings, allow Shareholders to submit
instruments appointing proxies by electronic means and allow the Company to issue documents to
Shareholders of the Company by electronic means.

New Constitution

The Company is proposing to adopt the New Constitution, which will replace the Existing
Constitution entirely. The following is a summary of the key differences between the New
Constitution and the Existing Constitution. Shareholders are advised to read the summary in
conjunction with (a) the New Constitution, which is set out in its entirety in Appendix H of this
Circular; and (b) the extracts of the proposed key amendments to the Existing Constitution, which
is set out in Appendix | of this Circular before deciding on the Special Resolution relating to the
Proposed Adoption of the New Constitution.

Summary of Key Differences

(a) Regulation 61(3)

Regulation 61(3) provides for general meetings to be conducted by electronic means.

(b) Regulation 85(2)

Regulation 85(2) provides that instruments of proxy may be submitted by electronic means.

(c) Regulation 153(2)

Regulation 153(2) provides that circulars and instruments appointing proxies can be given to
Shareholders by electronic means.

THE PROPOSED NEW SHARE ISSUE MANDATE
Proposed New Share Issue Mandate

The Company is proposing to seek Shareholders’ approval at the EGM for the Proposed New
Share Issue Mandate for the aggregate number of Shares which may be issued, to be determined
based on the total number of Shares after Completion. This is in addition to the authorisation to be
sought for the proposed Share allotment and issuance in relation to the allotment and issuance
of the Consideration Shares as set out in Section 2 of this Circular, the allotment and issuance of
the FA Shares as set out in Section 4 of this Circular, the allotment and issuance of the Arranger
Shares as set out in Section 5 of this Circular and the allotment and issuance of the Placement
Shares as set out in Section 6 of this Circular.
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Specifically, approval from the Shareholders will be sought for, amongst others, authority to be
granted pursuant to Regulation 7 of the Existing Constitution, Regulation 7 of the New Constitution
and Rule 806 of the Catalist Rules to the Proposed New Board to:

(@) (i.) allot and issue new Shares (whether by way of rights issue, bonus issue or otherwise);
and/or

(i.) make or grant offers, agreements or options (collectively, “Instruments”) that might
or would require Shares to be issued, including but not limited to the creation and
issue of (as well as adjustments to) options, warrants, debentures or other Instruments
convertible into shares,

at any time and upon such terms and conditions, and for such purposes and to such
persons as the Proposed New Board shall in their absolute discretion deem fit; and

(b)  (notwithstanding that the authority conferred by the ordinary resolution may have ceased to
be in force) issue shares in pursuance of any Instrument made or granted by the Directors
while the ordinary resolution was in force, provided that:

(i.)  the aggregate number of new Shares and convertible securities to be issued pursuant
to such authority shall not exceed 100.0% of the then-existing issued share capital
(excluding treasury shares and subsidiary holdings) of the Company and that the
aggregate number of new Shares and convertible securities to be issued other than
on a pro rata basis to the then-existing Shareholders shall not exceed 50.0% of the
then-existing issued share capital (excluding treasury shares and subsidiary holdings)
of the Company, and

(ii.)  unless revoked or varied by the Shareholders in general meeting, such authority shall
continue in full force until the conclusion of the next AGM or the date by which the
next AGM is required by law or the Catalist Rules to be held, whichever is earlier.

For this purpose, the “then-existing issued share capital” shall mean the Enlarged Share
Capital.

The Proposed New Share Issue Mandate falls within the limits set out in Rule 806(2)(a) of the
Catalist Rules.

Validity of the Proposed New Share Issue Mandate

The Proposed New Share Issue Mandate, if approved by Shareholders at the EGM, shall take
force and effect from the date of the EGM and shall continue in force until the earliest of the
following:

(@) the conclusion of the next AGM,;

(b)  the expiration of the period within which the next AGM is required to be held pursuant to the
Constitution or any applicable laws of Singapore;

(c) itis carried out to the full extent mandated; or
(d) itis revoked or varied by ordinary resolution of the Shareholders in a general meeting.

Subject to its continued relevance to the Company, the Proposed New Share Issue Mandate will be
put to Shareholders for renewal at subsequent AGMs.
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FINANCIAL EFFECTS OF THE PROPOSED TRANSACTIONS
Bases and Assumptions

The financial effects of the Proposed Transactions on the share capital, earnings, net assets,
net tangible assets and gearing of the Enlarged Group have been prepared based on the latest
audited consolidated financial results of the Group for the financial year ended 30 June 2021, and
the audited financial information of the Target for the financial year ended 30 June 2021.

Shareholders should note that the pro forma financial effects of the Proposed Transactions are for
illustrative purposes only. The objective is to illustrate what the historical information might have
been had the Proposed Transactions been completed at an earlier date. However, such information
is not necessarily indicative of the actual results of the operations or the related effects in the
financial position that would have been attained had the Proposed Transactions been completed at
such an earlier date. Given that the financial effects presented below are pro forma in nature and
only for illustrative purposes, it does not necessarily represent the actual financial position and/or
results of the Enlarged Group immediately after the completion of the Proposed Transactions.

For the purposes of illustration, the financial effects of the Proposed Transactions are computed
based on, inter alia, the following key assumptions:

(a) the financial effects of the Proposed Transactions on the earnings and EPS of the Enlarged
Group are computed assuming that the Proposed Transactions were completed on 1 July
2020;

(b) the financial effects of the Proposed Transactions on the NAV, NTA and gearing of the
Enlarged Group are computed assuming that the Capital Reduction and the Proposed
Transactions were completed on 30 June 2021;

(c) the proposed allotment and issuance of 113,636,363 Consideration Shares at the Issue
Price upon Completion;

(d) the proposed allotment and issuance of 13,650,000 Placement Shares at the Issue Price
upon Completion;

(e) the proposed allotment and issuance of 454,545 FA Shares at the Issue Price upon
Completion;

(f) the proposed allotment and issuance of 5,681,818 Arranger Shares at the Issue Price upon
Completion;

(g) expenses incurred by the Enlarged Group in relation to the Proposed Transactions are
estimated to be approximately S$1.5 million; and

(h)  final dividend of S$1.1 million declared by the Target in respect of financial year ended 30
June 2021 was assumed to be declared and paid as at 30 June 2021.

Financial Effects on the Enlarged Group
(a)  NTA /NAV of the Enlarged Group

After the Proposed After the Proposed

Before the Acquisition but Acquisition and the
Proposed before the Proposed Proposed
Transactions Placement Placement
S$°000 S$°000 S$°000
NTA/NAV 325 2,815 5,728
Resultant NTA/NAV 325 2,815 5,728
NTA/NAV per Share (S$) 0.01 0.02 0.03
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Earnings of the Enlarged Group

After the Proposed

After the Proposed

Before the Acquisition but Acquisition and
Proposed before the Proposed the Proposed
Transactions Placement Placement
S$°000 S$°000 S$°000
Loss attributable to
Shareholders (325) (817) (907)
Resultant loss attributable
to Shareholders (325) (817) (907)
Loss per Share (S$) (0.01) (0.01) (0.01)
Gearing of the Enlarged Group
After the Proposed After the Proposed
Before the Acquisition but Acquisition and
Proposed before the Proposed the Proposed
Transactions Placement Placement
S$°000 S$°000 S$°000
Total Borrowings 300 9,289 9,289
Total Assets 1,178 21,779 24,692
Gearing (times) 0.25 0.43 0.38

Share Capital of the Enlarged Group

After the Proposed

After the Proposed

Before the Acquisition but Acquisition and
Proposed before the Proposed the Proposed
Transactions Placement Placement
Paid-up share capital (S$'000) 6,237 32,587 35,500
Number of issued Shares (‘000) 46,800 166,573 180,223

APPLICATIONS TO THE SGX-ST
Waiver of Rules 1015(1)(a)(ii) and 1015(4)(a) of the Catalist Rules

Pursuant to Rules 1015(1)(a)(ii) and 1015(4)(a) of the Catalist Rules (read with Rule 407(1) of the

Catalist Rules), the Company is required to disclose the following:

(@)

(b)

last two (2) years of historical financial information (of the assets to be acquired) and one

year of pro forma financial information (of the enlarged group), and

information required under Parts 2 to 11 of the Fifth Schedule. In particular, paragraphs 24,
26 and 27 of Part 9 of the Fifth Schedule requires the pro forma financial statements of the
Enlarged Group to be included in the Circular for the most recent completed financial year,

and any applicable interim financial period (“Applicable Period”), comprising:

(i.)  the pro forma profit and loss and pro forma cash flow statements for the Applicable
Period as if the Proposed Acquisition was effected at the beginning of the Applicable

Period; and

(ii.) the pro forma balance sheet as at the end of the Applicable Period as if the Proposed

Acquisition was effected at the end of such Applicable Period.
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RHB Bank had applied to the SGX-ST on behalf of the Company to seek a waiver from Rules
1015(1)(a)(ii) and 1015(4)(a) read with Rule 407(1) of the Catalist Rules in respect of disclosure
of pro forma financial information of the Enlarged Group, specifically, the requirement to present
pro forma financial statements of the Enlarged Group in relation to the Proposed Acquisition in the
Circular, for the following reasons (“Waiver of Relevant Rules”):

(@)

()

following completion of the Disposal and Capital Reduction as announced by the Company
on 5 November 2021 and 29 November 2021 respectively, the Company retained minimal
cash for general working capital and liabilities comprising essentially the fees of professional
advisers and service providers for the Proposed Transactions which are non-recurring
in nature. Upon Completion, the Enlarged Group’s business will comprise wholly of the
Business. Accordingly, the operations and financial position of the Company’s existing
investments and businesses are not relevant to, and will not form part of, the operations and
financial position of the Enlarged Group after Completion;

it would be more meaningful for Shareholders to only consider the financial information
(actual and/or pro forma) of the Target, as opposed to the pro forma financial information
of the Enlarged Group, as the financial information (actual and/or pro forma) of the Target
reflects the economic substance of the Company’s businesses upon Completion, and will
allow Shareholders to make a more informed and meaningful assessment of the assets to
be acquired. As the future business and assets of the Company will be represented only by
the business and assets of the Target following Completion, the presentation of the financial
statements (actual and/or pro forma) of the Target would already provide the financial
information required by Shareholders in arriving at their decision on whether or not to
approve the Proposed Transactions at the EGM, including the Proposed Acquisition, and the
pro forma financial information of the Enlarged Group would not be meaningful nor material
to Shareholders in any way;

the financial information of the Target will be prepared in accordance with the requirements
under Part 9 of the Fifth Schedule for inclusion in the Circular as if the Target were to seek
an initial public offering on the Catalist Board, and will be reflective of the actual and/or pro
forma (as the case may be) financial performance and position of the Target;

Shareholders who wish to have an understanding of the historical financial performance and
position of the Company can refer to the Company’s annual reports and periodic financial
results announcements; and

the Company would have to incur additional professional fees and expenses to engage the
Reporting Accountant to report on the pro forma financial information of the Enlarged Group.
The Company is of the view that the cost of preparation and reporting the pro forma financial
information on the Enlarged Group outweighs the benefits to its Shareholders as the audited
financial information and, if applicable, the pro forma financial statements of the Target that is
proposed to be presented, would adequately reflect the economic substance of the Enlarged
Group following Completion. Accordingly, the exclusion of the pro forma financial information
of the Enlarged Group would not be prejudicial to the Shareholders.

The SGX-ST had on 24 November 2021, informed the Company that it had no objection to granting
the Waiver of Relevant Rules subject to the following:

(@)

()

the Company making an announcement of the waiver granted, stating the reasons for
seeking the waiver and the conditions as per Rule 107 of the Listing Rules, and that the
Company and/or its Directors are not aware of any other material information in respect of
the Company and the Proposed Acquisition which was not formerly disclosed to investors;

the disclosure of the waiver granted and the bases for seeking the waiver in the Circular; and
the submission of a written confirmation from the Company that the waiver does not

contravene any laws and regulations governing the Company and its constituent documents.
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On 26 November 2021, the Company announced the SGX-ST’s grant of the Waiver of Relevant
Rules. As at the Latest Practicable Date, all the above conditions have been satisfied.

Accordingly, this Circular, in relation to the financial information of the Target, will comply with
Part 9 of the Fifth Schedule and the following financial information of the Target is included in this
Circular:

(a) audited financial information of the Target for the latest three (3) financial years and reviewed
or audited financial information for relevant interim periods (if applicable); and

(b)  pro forma financial information of the Target for the most recently completed financial year
and interim period (if applicable).

Extension of Time to Exit the Watch-List of the SGX-ST

Application for Extension of Time

As announced by the Company on 26 November 2021, the Company had on 19 November 2021
submitted an application to the SGX-ST seeking an extension of time of up to 4 June 2022 (being
an extension of six (6) months from the original deadline of 4 December 2021) for the Company to
satisfy the Exit Criteria and comply with Rule 1314.

Pursuant to the Application for Extension of Time, the SGX-ST had on 24 November 2021,

informed the Company that it had no objection granting an extension of time of five (5) months to 4

May 2022 (“Extension of Time”), subject to the following conditions:

(a) the Company announcing the Extension of Time granted, the reasons for seeking the
Extension of Time including the reasons noted by the SGX-ST, the conditions required under
Rule 107 of the Listing Rules and if the Extension of Time conditions have been satisfied. If
the Extension of Time conditions have not been met on the date of the announcement, the
Company must make an update announcement when the conditions have all been met;

(b)  the submission of the pre-consultation with SGX-ST no later than 15 December 2021;

()  the submission of the draft Circular for approval from SGX-ST no later than 31 January 2022;

(d) the Company convening an extraordinary general meeting by 31 March 2022 to seek the
approval of Shareholders for the Proposed Acquisition and Proposed Listing Transfer; and

(e) completion of the Proposed Transactions by 15 April 2022
(collectively, the “Milestone Timeline”).
The Extension of Time will not be effective if any of the conditions have not been fulfilled.

More information on the Company’s rationale for making the Application for Extension of Time is
set out in the Company’s announcement of 26 November 2021.

Deferment of Timelines of Waiver Conditions

As announced by the Company on 17 December 2021, the Company had on 10 December 2021,
made a further application to SGX-ST requesting for a modification of the Milestone Timeline
(“Application for Deferment”) as the audit of the Target’s financials for the last three financial
years and review of the latest interim period for the three months ended 30 September 2021 and
the legal due diligence by the respective professional advisers required more time. Pursuant to the
Application for Deferment, the SGX-ST had on 16 December 2021, confirmed that it had no further
comment to the Company’s request for a three (3) week deferment of the Milestone Timeline. The
new indicative timeline based on a three (3) weeks deferment was as follows:

(a) the submission of the pre-consultation with SGX-ST no later than 5 January 2022;
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(b) the submission of the draft Circular for approval from SGX-ST no later than 21 February
2022;

(c) the Company convening an extraordinary general meeting by 22 April 2022 to seek the
approval of Shareholders for the Proposed Acquisition and Proposed Listing Transfer; and

(d)  completion of the Proposed Transactions by 4 May 2022.

Further Extension of Time

As announced by the Company on 4 March 2022, the Company had on 16 February 2022, made
an application to SGX-ST for an additional extension of three (3) months for the Company to satisfy
the Exit Criteria, and the SGX-ST had on 3 March 2022, confirmed that it had no objection to the
Company’s application for a further extension of time of three (3) months to 4 August 2022 subject
to the following conditions (“Further Extension of Time”):

(a) the Company announcing the Further Extension of Time, the reasons for seeking the Further
Extension of Time, the conditions as required under Listing Rule 107 and if the Further
Extension of Time conditions have been satisfied. If the Further Extension of Time conditions
have not been met on the date of the announcement, the Company must make an update
announcement as and when any of the conditions and also when all the conditions have
been met;

(b)  the submission of the draft Circular for approval from SGX-ST no later than 20 May 2022;

(c) the Company convening an extraordinary general meeting by 22 July 2022 to seek the
approval of Shareholders for the Proposed Acquisition and Proposed Listing Transfer; and

(d)  completion of the Proposed Transactions by 4 August 2022.
The Further Extension of Time will not be effective if any of the conditions have not been fulfilled.

More information on the Company’s rationale for making the application for Further Extension of
Time is set out in the Company’s announcement of 4 March 2022.

Submission to the SGX-ST

On 17 May 2022, RHB Bank had submitted the pre-admission notification to the SGX-ST. A copy
of this Circular has been lodged by RHB Bank with the SGX-ST, acting as agent on behalf of the
Authority, on 30 June 2022 for posting on the SGX-ST website.

Pursuant to Part Il of Appendix 4F of the Catalist Rules, the SGX-ST is expected to issue a listing
and quotation notice in respect of the issuance and allotment of the Consideration Shares, FA
Shares, Arranger Shares, and the Placement Shares upon lodgement of this Circular with the
SGX-ST, acting as agent on behalf of the Authority.

It should be noted that approval in-principle by the SGX-ST is not to be taken as an indication of
the merits of the Proposed Transactions, the Company, the Target, the Enlarged Group, the Shares,
the Consideration Shares, FA Shares, Arranger Shares, or the Placement Shares.

SHARE CAPITAL

As at the date of this Circular, there is only one (1) class of shares in the capital of the Company,
being ordinary shares. There are no treasury, founder, management, deferred or unissued shares.
The existing Shares (including, but not limited to, the Shares held by the Directors and substantial
shareholders) do not carry voting rights which are different from the Consideration Shares, FA
Shares, Arranger Shares, and the Placement Shares. The rights of and privileges attached to the
Shares are stated in the Constitution. None of the Shareholders have pre-emptive purchase rights
in respect of the Shares.
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As at the Latest Practicable Date:

(a) save as disclosed in Appendix G titled “Changes in Shareholding Structure” of this Circular,
the Company is not directly or indirectly owned or controlled, whether severally or jointly, by
any person or government;

(b) save for the Proposed Acquisition, the Directors are not aware of any arrangement the
operation of which will result in a change in control of the Company;

(c) save for the Disposal and the Capital Reduction, all as announced on SGXNET, the
Directors are not aware of any event which has occurred between the beginning of the most
recent completed financial year and the Latest Practicable Date, which may have a material
effect on the financial position and results of the Company; and

(d) there has not been any public takeover offer by a third party in respect of any of the Shares
or by the Company in respect of the shares of another corporation or the units of a business
trust, which has occurred between the beginning of the most recently completed financial
year and the Latest Practicable Date.

The issued and paid-up share capital of the Company as at the Latest Practicable Date is
5$6,236,584.97.

Save as disclosed below, there were no changes in the issued and paid-up share capital of the
Company within the three (3) years preceding the Latest Practicable Date:

Date Event Distributable No. of Issued and Resultant Resultant
Amount per Issued Paid-up Capital No. of Issued and
Share (S$) Shares Prior to Capital Issued Paid-up
Reduction and Shares Capital (S$)
Cash Distribution
(S9$)
29 Capital 0.368 46,800,000 23,458,984.97 46,800,000 6,236,584.97

November Reduction
2021 and Cash
Distribution

Save as disclosed in Appendix G of this Circular titled “Changes in Shareholding Structure”, as at
the Latest Practicable Date:

(@) no person has, or has the right to be given, an option to subscribe for or purchase any
securities or securities-based derivative contracts of the Company;

(b) the Company does not have any employee share option scheme or performance share
award plan, and there is no arrangement for the employees of the Company that involves the
issue or grant of options or Shares or any other securities in the Company, and no option to
subscribe for or purchase Shares has been granted to, or was exercised by, any Director of
the Company; and

() the Company has no treasury shares and none of the Shares are held by or on behalf of the
Company.
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DIVIDEND POLICY OF THE ENLARGED GROUP

The Company has not declared or paid any dividends for FY2019, FY2020 and FY2021. Please
refer to Section 8 titled “Dividends” of the Target’s Letter to Shareholders for information on the
dividends declared by the Target during the Relevant Period.

There can be no assurance that dividends will be paid in the future or on the amount or timing
of any dividends that may be paid in the future. The declaration and payment of dividends will
be determined at the sole discretion of the Proposed New Board, subject to the approval of the
Shareholders.

The Company may, by ordinary resolution of its Shareholders at a general meeting, declare
dividends but the amount of such dividends shall not exceed the amount recommended by the
Proposed New Board. The Proposed New Board may also declare an interim dividend without
seeking Shareholders’ approval. The Company may only pay dividends out of its distributable
profits pursuant to the Companies Act.

In making their dividend recommendation, the Proposed New Board will take into consideration,
inter alia, the performance of the Enlarged Group and the following factors:

(@) the actual and future financial performance and financial condition;

(b)  the level of cash and retained earnings;

(¢)  the current capital commitments, projected capital expenditure and other investment plans;
(d)  the terms of the borrowing arrangements (if any);

(e) future plans for expansion; and

() any other factors which the Proposed New Board may deem appropriate.

All dividends are paid pro-rata among the Shareholders in proportion to the amount paid up on
each Shareholder's Share(s), unless the rights attached to an issue of any Shares provide
otherwise. Notwithstanding the foregoing, the payment by the Company to CDP of any dividend
payable to a Shareholder whose name is entered in the depository register shall, to the extent of
payment made to CDP, discharge the Company from any liability to that Shareholder in respect
of that payment. Information relating to taxes payable on dividends is set out in the Section titled
“Exchange Controls and Taxation” of this Circular.

Shareholders and prospective investors should note that all the foregoing statements are
statements of the intention of the Proposed New Board and shall not constitute legally binding
statements in respect of future dividends which may be subject to the sole and absolute discretion
of the Proposed New Board. No inference should or can be made from any of the foregoing
statements as to actual future profitability of the Enlarged Group or the ability of the Enlarged
Group to pay dividends in the future.

INTERESTED PERSON TRANSACTIONS AND POTENTIAL CONFLICTS OF INTEREST
Interested Person Transactions involving the Target and the Enlarged Group

Shareholders should note that upon Completion and the Proposed Listing Transfer, any material
transaction entered into between the Enlarged Group and any of the interested persons (namely,
the Proposed New Board, the CEO and Controlling Shareholders of the Enlarged Group and/or
their respective associates) (“Interested Persons”) would constitute interested person transactions
for the purpose of Chapter 9 of the Catalist Rules.
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Please refer to Section 13 titled “Interested Person Transactions” of the Target’s Letter to
Shareholders for more information on the Enlarged Group’s transactions with interested persons
which are material in the context of the Proposed Acquisition for the Relevant Period. For
information on other interested person transactions involving the Company, please see the past
announcements and annual reports of the Company.

Following Completion, the Enlarged Group will not enter into any interested person transactions
unless it complies with the requirements under Chapter 9 of the Catalist Rules as well as the
procedures set out under Section 13.4 titled “Review Procedures for Future Interested Person
Transactions” in the Target’s Letter to Shareholders, where applicable.

Potential Conflicts of Interest

In general, a conflict of interest arises when any of the Proposed New Board, Controlling
Shareholders or their associates (immediately after Completion) carries on or has any interest in
any other corporation carrying on the same business or dealing in similar products as the Enlarged
Group.

Please refer to Section 14 titled “Potential Conflicts of Interest” in the Target's Letter to
Shareholders for more information on such conflicts of interest pertaining to the Enlarged Group.

MATERIAL LITIGATION

The Company is not engaged in any legal or arbitration proceedings, including those which are
pending or known to be contemplated, which may have or have had in the twelve (12) months
immediately preceding the date of this Circular, a material effect on the Company’s financial
position or profitability. The Directors have no knowledge of any proceedings pending or threatened
against the Company or any facts likely to give rise to any litigation, claims or proceedings which
might materially affect the financial position or the business of the Company.

MATERIAL CONTRACTS

Save for the SPA, the Disposal SPA, the Previous Loan Agreement, and the Loan Agreement
all as announced by the Company on SGXNET as well as engagement agreements with its
professional advisers for the Disposal and Proposed Transactions, the Company has not entered
into any contracts not in the ordinary course of business in the two (2) years preceding the Latest
Practicable Date.

MORATORIUM

Moratorium in respect of Shares held by Tan Jit Meng, Soh Loong Chow Jackie, and existing
Controlling Shareholders

Rule 1015(3)(b) of the Catalist Rules provides that moratorium requirements specified in Rules
420, 421 and 422 are applicable to the following persons (“Moratorium Requirements”):

(@) persons who are existing Controlling Shareholders or who will become Controlling
Shareholders of the issuer as a result of the asset acquisition; and

(b)  associates of any person in (a).
Upon Completion, Tan Jit Meng and Soh Loong Chow Jackie will receive the Consideration Shares

in accordance with the terms of the SPA, and will become new Controlling Shareholders of the
Company.
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Accordingly, in compliance with the Moratorium Requirements and to demonstrate their
commitment to the Enlarged Group, the following persons have provided undertakings in favour of
the Company and the Sponsor as set out below:

Wee Henry

Wee Henry, who is an existing Controlling Shareholder of the Company and will hold 24,665,699
Shares immediately after Completion, the Proposed Issuance of Consideration Shares, the
Proposed Issuance of FA Shares, the Proposed Issuance of Arranger Shares and the Proposed
Placement (representing approximately 13.69% of the Enlarged Share Capital) by virtue of his
deemed interests in the Shares held by Triple Vision pursuant to section 7 of the Companies Act
and section 4 of the SFA, and the Shares held by a nominee, Nomura Singapore Limited, has
irrevocably and unconditionally undertaken that he will not, and will procure that Triple Vision does
not, directly or indirectly, offer, sell, contract to sell, realise, transfer, assign, pledge, grant any
option or right to purchase, grant any security over, encumber or otherwise dispose of:

(a) all or any part of his Shares (adjusted for any bonus issues or sub-division of Shares) for a
period of six (6) months from the date of resumption of trading; and

(b)  more than 50.0% of his Shares (adjusted for any bonus issues or sub-division of Shares) for
a period of six (6) months thereafter.

Wee Henry will also maintain and preserve the whole of his shareholding in Triple Vision and not
sell, transfer, assign, realise, encumber, settle, create any trust over, grant options over, pledge,
charge, mortgage, use as security or otherwise dispose of or part with his shareholding in Triple
Vision in whole or in part, legally or beneficially, from the date of the undertaking up to and
including the end of the period set out in the immediate sub-paragraph (b) above.

Sun Bowen

Sun Bowen, who is an existing Controlling Shareholder of the Company holding 15,140,000 Shares
representing 32.35% of the existing share capital of the Company through Fortsmith Investments
Limited (“Fortsmith”), will not be required to give contractual undertakings to observe the
Moratorium Requirements in respect of the existing Shares held by him through Fortsmith pursuant
to the Moratorium Waiver (as defined below) obtained by the Company.

As announced by the Company on 25 March 2022, RHB Bank had on 3 March 2022, submitted an
application to the SGX-ST on behalf of the Company seeking a waiver from the application of the
Moratorium Requirements under Rule 1015(3)(b)(i) of the Catalist Rules in respect of the transfer
or disposal of the existing Shares held by Sun Bowen (“Moratorium Waiver”) for the reasons set
out below:

(a) after Completion and before the Proposed Placement, Sun Bowen’s interest will be diluted to
9.09% and he will cease to be a Controlling Shareholder of the Company;

(b) if the Moratorium Waiver is obtained, Sun Bowen intends to reduce his shareholding to less
than 5.0% immediately after Completion via a vendor sale. If such opportunity arises, he
will fall outside of the definition of substantial shareholder, which will assist the Company in
meeting the public float requirement following Completion amid uncertain market conditions;

(c) save as disclosed in the Company’s application for the Moratorium Waiver, Sun Bowen’s
associates (as defined in the Catalist Rules) do not have any shareholding interest in the
Company;

(d)  Sun Bowen and his associates do not have any interest in the Target. Neither are they or
will they be involved in the management and/or the operations of the Target currently, or the
Enlarged Group going forward. Furthermore, Sun Bowen will step down as a Director upon
Completion. Accordingly, upon Completion, Sun Bowen will not fall within the definition of
“promoter” in the Catalist Rules;
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(e)  Sun Bowen and his associates have no interest in the Target to be acquired by the Company
pursuant to the Proposed Acquisition. Sun Bowen has not acquired or disposed his Shares
held through Fortsmith since 2 February 2007. Accordingly, Sun Bowen is not considered as
an investor of the Target or the Company for the purpose of Rule 422 of the Catalist Rules;
and

(f) as the Vendors and Wee Henry will provide undertakings to observe the Moratorium
Requirements, their commitment to the Company will be maintained and their interest will be
aligned with that of public shareholders. No waiver will be sought by the Company for Wee
Henry and he will comply and observe the Moratorium Requirements.

The SGX-ST had on 24 March 2022, informed the Company that it had no objections to granting
the Company the Moratorium Waiver with respect to the Moratorium Requirements of Sun Bowen
in the Enlarged Group subject to the following:

(@) the Company making a SGXNET announcement of the Moratorium Waiver granted, stating
the reasons for seeking the Moratorium Waiver and the conditions as per Listing Rule 107;

(b)  the disclosure of the Moratorium Waiver granted and the bases for seeking the Moratorium
Waiver in the Circular;

()  submission of a written confirmation from the Company that the Moratorium Waiver does not
contravene any laws and regulations governing the Company and its constituent documents;
and

(d)  Sun Bowen reducing his shareholdings in the Company to less than 5% of the share capital
of the Enlarged Group by the time of completion of the Proposed Placement.

As at the Latest Practicable Date, the Company has complied with all the conditions in relation to
the Moratorium Waiver, save for (d) in relation to the reduction of Sun Bowen’s shareholdings in the
Company to less than 5.0% of the Enlarged Share Capital, which Sun Bowen will comply with and
an announcement relating thereto will be made in due course.

Tan Jit Men

Tan Jit Meng, who will hold an aggregate of 45,454,545 Shares immediately after Completion, the
Proposed Issuance of Consideration Shares, the Proposed Issuance of FA Shares, the Proposed
Issuance of Arranger Shares and the Proposed Placement (representing approximately 25.22%
of the Enlarged Share Capital), has irrevocably and unconditionally undertaken not to directly or
indirectly, offer, sell, contract to sell, realise, transfer, assign, pledge, grant any option or right to
purchase, grant any security over, encumber or otherwise dispose of:

(a) all or any part of its Shares (adjusted for any bonus issues or sub-division of Shares) for a
period of six (6) months from the date of resumption of trading; and

(b)  no more than 50.0% of its Shares (adjusted for any bonus issues or sub-division of Shares)
for a period of six (6) months thereafter.

Soh Loong Chow Jackie

Soh Loong Chow Jackie, who will hold an aggregate of 45,454,545 Shares immediately after
Completion, the Proposed Issuance of Consideration Shares, the Proposed Issuance of FA
Shares, the Proposed Issuance of Arranger Shares and the Proposed Placement (representing
approximately 25.22% of the Enlarged Share Capital), has irrevocably and unconditionally
undertaken not to directly or indirectly, offer, sell, contract to sell, realise, transfer, assign, pledge,
grant any option or right to purchase, grant any security over, encumber or otherwise dispose of:

(@) all or any part of its Shares (adjusted for any bonus issues or sub-division of Shares) for a
period of six (6) months from the date of resumption of trading; and
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(b)  no more than 50.0% of its Shares (adjusted for any bonus issues or sub-division of Shares)
for a period of six (6) months thereafter.

Other Voluntary Moratoriums
To demonstrate their commitment to the Enlarged Group, the following persons have provided
undertakings in favour of the Company and the Sponsor (as the case may be) as set out below:

Tan Chee Khoon

Tan Chee Khoon, a Vendor, will hold 22,727,273 Shares immediately after Completion, the
Proposed Issuance of Consideration Shares, the Proposed Issuance of FA Shares, the Proposed
Issuance of Arranger Shares and the Proposed Placement (representing approximately 12.61% of
the Enlarged Share Capital).

Tan Chee Khoon has irrevocably and unconditionally undertaken not to directly or indirectly, offer,
sell, contract to sell, realise, transfer, assign, pledge, grant any option or right to purchase, grant
any security over, encumber or otherwise dispose of:

(@) all or any part of each of their Shares (adjusted for any bonus issues or sub-division of
Shares) for a period of six (6) months from the date of resumption of trading; and

(b)  more than 50.0% of each of their Shares (adjusted for any bonus issues or sub-division of
Shares) for a period of six (6) months thereafter.

RHB Bank

As part payment of the RHB Bank’s management fees as the Financial Adviser to the Company in
respect of the Proposed Acquisition, the Company will allot and issue the FA Shares to RHB Bank,
representing approximately 0.25% of the Enlarged Share Capital.

RHB Bank has irrevocably and unconditionally undertaken not to directly or indirectly, offer, sell,
contract to sell, realise, transfer, assign, pledge, grant any option or right to purchase, grant
any security over, encumber or otherwise dispose of all or any part of its Shares (adjusted for
any bonus issues or sub-division of Shares) for a period of three (3) months from the date of
resumption of trading. Upon the expiry of the aforementioned moratorium period, RHB Bank has
the discretion to dispose of its shareholding interest in the Company.

Arranger

As consideration for the Arranger’s services, which amongst others, included introducing the
Vendors and the Target to the Company, assisting in organising and facilitating the negotiations
between the Company and the Vendors in connection with the Proposed Acquisition, the Company
will allot and issue the Arranger Shares to the Arranger, representing approximately 3.15% of the
Enlarged Share Capital.

The Arranger has irrevocably and unconditionally undertaken not to directly or indirectly, offer, sell,
contract to sell, realise, transfer, assign, pledge, grant any option or right to purchase, grant any
security over, encumber or otherwise dispose of all or any part of its Shares (adjusted for any
bonus issues or sub-division of Shares) for a period of six (6) months from the date of resumption
of trading. Upon the expiry of the aforementioned moratorium period, the Arranger has the
discretion to dispose of its shareholding interest in the Company.

VOTING UNDERTAKINGS

Wee Henry and Sun Bowen, who are Shareholders with an aggregate interest of 39,805,699
Shares representing approximately 85.05% of the issued Shares as at the Latest Practicable Date
have provided undertakings to exercise or procure the exercise of all the voting rights attributable to
the Shares held by them to vote in favour of the resolutions tabled at the EGM.
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23.2

ADVICE OF THE INDEPENDENT FINANCIAL ADVISER IN RELATION TO THE PROPOSED
WHITEWASH RESOLUTION

Pursuant to the condition imposed by SIC in granting the Whitewash Waiver set out in Section
3.3 titled “Conditional Waiver by the SIC” of this Circular, Provenance Capital Pte. Ltd. has
been appointed as IFA to the Recommending Directors in respect of the Proposed Whitewash
Resolution. A copy of the IFA Letter in relation to the above is reproduced in Appendix E of this
Circular. Shareholders are advised to read the IFA Letter in its entirety.

The IFA’s opinion is extracted from Section 8 of the IFA Letter and set out in italics as follows and
capitalised terms used within these reproduced statements bear the meanings defined for them in
the IFA Letter:

“In arriving at our opinion in respect of the Proposed Whitewash Resolution, we have reviewed
and deliberated on the following key considerations which we consider to be pertinent in our
assessment:

(a) rationale for and benefits of the Proposed Acquisition;

(b)  assessment of the Purchase Consideration of the Proposed Acquisition;

(c)  assessment of the Issue Price of the Consideration Shares;

(d)  Proposed Whitewash Resolution and the dilution impact on Independent Shareholders; and
(e) other relevant considerations.

Overall, based on our analysis and after having considered carefully the information
available to us, we are of the view that the financial terms of the Proposed Acquisition,
being the subject of the Proposed Whitewash Resolution, are fair and reasonable, and
the Proposed Whitewash Resolution, when considered in the context of the Proposed
Acaquisition, is not prejudicial to the interest of the Independent Shareholders.

Our opinion in relation to the Proposed Whitewash Resolution should be considered in the
context of the entirety of this Letter and the Circular.”

INTERESTS OF THE FINANCIAL ADVISER AND SPONSOR, INDEPENDENT VALUER AND
INDEPENDENT FINANCIAL ADVISER

Interests of RHB Bank
In the reasonable opinion of the Directors, RHB Bank does not have a material relationship with
the Company and/or the Target, save for the following:

(a) the FA Shares to be allotted and issued as part payment of RHB Bank’s management fees
as the Financial Adviser to the Company in respect of the Proposed Acquisition;

(b) RHB Bank will be the continuing sponsor of the Company pursuant to the Proposed Listing
Transfer for a period of three (3) years from the Completion Date; and

(¢) RHB Bank is the Financial Adviser to the Company in respect of the Proposed Acquisition.

Interests of Mazars LLP

In the reasonable opinion of the Directors, the Independent Valuer, Mazars LLP, does not have
a material relationship with the Company and/or the Target save for Mazars LLP being the
Independent Valuer.
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Interests of Provenance Capital Pte. Ltd.

In the reasonable opinion of the Directors, the Independent Financial Adviser, Provenance Capital
Pte. Ltd., does not have a material relationship with the Company and/or the Target, save for
Provenance Capital Pte. Ltd. being the Independent Financial Adviser in relation to the Proposed
Whitewash Resolution and, earlier, the Disposal, being an interested person transaction.

INTERESTS OF EXPERTS

No experts named in this Circular are employed on a contingent basis by the Company and/or the
Target, or has a material interest, whether direct or indirect, in the shares of the Company and/or
Target, or has a material economic interest, whether direct or indirect, in the Company and/or the
Target, including an interest in the Proposed Transactions.

INTERESTS OF DIRECTORS AND SUBSTANTIAL SHAREHOLDERS

None of the Directors or substantial shareholders of the Company or their associates has any
interest, direct or indirect, in the Proposed Transactions, save for the proposed appointment of Wee
Shuo Siong Milton as a Proposed New Director (please refer to sub-section (d) in Section 15.2
titled “Proposed New Board" in the Target's Letter to Shareholders for further details) and save for
their respective shareholdings in the Company.

ABSTENTION FROM VOTING

In accordance with the conditions of the Whitewash Waiver, the Vendors, their concert parties, and
parties not independent of them and the Proposed Acquisition will abstain from voting at the EGM
on the ordinary resolution relating to the Proposed Whitewash Resolution. They will also decline
to accept appointment as proxies for voting at the EGM in respect of the resolution relating to the
Proposed Whitewash Resolution unless the Independent Shareholders appointing them as proxies
give specific instructions in their proxy forms as to the manner in which their votes are to be cast in
respect of such resolution.

The Company will disregard any votes cast by the Vendors, their concert parties and parties not
independent of them and the Proposed Acquisition on the resolution relating to the Proposed
Whitewash Resolution.

As at the Latest Practicable Date, the Vendors do not have any voting rights in respect of the
Shares.

Save for the Vendor, their concert parties and parties not independent of them and the Proposed
Acquisition who will abstain from voting at the EGM on the ordinary resolution relating to the
Proposed Whitewash Resolution, there are no other parties who are required to abstain from voting
on any of the resolutions tabled in the Notice of EGM contained in this Circular.

DIRECTORS’ RECOMMENDATION

Having considered and reviewed, amongst other things, the terms of the SPA, the rationale for the
Proposed Transactions, the risk factors and other investment considerations, and all other relevant
facts set out in this Circular, the Directors are of the opinion that the Proposed Transactions are
not prejudicial to the Shareholders and are in the interests of the Company, and accordingly, they
recommend that Shareholders vote in favour of all of the Resolutions as set out in the Notice of
EGM contained in this Circular.

EXTRAORDINARY GENERAL MEETING

The EGM, notice of which is set out in the Section titled “Notice of Extraordinary General Meeting”,
will be held by electronic means on 22 July 2022 at 10.00 a.m., for the purpose of considering,
and if thought fit, passing with or without any modifications, the resolutions set out in the Notice of
EGM.
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ACTIONS TO BE TAKEN BY SHAREHOLDERS

Due to the current COVID-19 restriction orders in Singapore, Shareholders will NOT be allowed to
attend the EGM in person. Alternative arrangements relating to the conduct of the EGM, including
(A) attending the EGM via electronic only means (including arrangements by which the EGM can
be accessed via “live” webcast or “live” audio feed), (B) submitting questions in advance of, or live
at, the EGM, and addressing of substantial and relevant questions in advance of, or live at, the
EGM, and (C) voting at the EGM live by the Shareholder or his/her/its duly appointed proxy(ies)
(other than the Chairman of the EGM) via electronic means or by appointing the Chairman of the
EGM as proxy to vote on the Shareholder’s behalf at the EGM are set out below:

(a) Pre-registration to observe and/or listen to the EGM proceedings

Shareholders must pre-register themselves, or, where applicable, their appointed proxy(ies)
(other than the Chairman of the EGM), at the pre-registration website at the URL:

https://globalmeeting.bigbangdesign.co/fabchem2022egm/ from now till 20 July 2022 at
10.00 a.m. to enable the Company to verify their status as Shareholders.

Following the verification, authenticated Shareholders will receive an email by 10.00 a.m.
on 21 July 2022. The email will contain login credentials and instructions to access the
live audio-visual webcast or audio-only of the EGM proceedings. Shareholders who do not
receive an email by 10.00 a.m. at 21 July 2022, but have registered by 10.00 a.m. on 20 July
2022, should contact the Company at ir@fabchemchina.com.

(b) Submitting questions in advance of, or live at, the EGM

(i.)  Submission of questions in advance of the EGM

Shareholders may submit substantial and relevant questions relating to the
Resolutions to be tabled for approval at the EGM in advance of the EGM. Such
questions must be received by the Company no later than 10.00 a.m. on 18 July 2022,
and can be submitted in the following manner:

° Via the pre-registration website. Shareholders who pre-
register to observe and/or listen to the EGM proceedings may
submit their questions via the pre-registration website at the URL:
https://globalmeeting.bigbangdesign.co/fabchem2022egm/.

° Via email. Shareholders may submit their questions via email to
ir@fabchemchina.com.

) By post. Shareholders may submit their questions by post to the Company at 2
Bukit Merah Central #12-03 Singapore 159835.

To ensure that Shareholders’ substantial and relevant questions are received by
the company by the stipulated deadline, Shareholders are strongly encouraged
to submit their questions via the pre-registration website and/or via email.

When submitting questions via email or by post, Shareholders should provide the
Company with the following details to enable the Company to verify their status as
Shareholders: (A) the Shareholder’'s full name (as per CDP/CPF/SRS/Scrip-based
records), (B) the Shareholder’s address, and (C) the manner in which the Shareholder
holds his/her/its Shares.

(ii.)  Submission of questions live at the EGM

All Shareholders, or where applicable, their appointed proxy(ies), who have pre-
registered for the EGM may also ask the Chairman of the EGM substantial and
relevant questions relating to the Resolutions to be tabled at the EGM for approval,
live at the EGM, by typing in and submitting their questions through the live chat
function via the audio-visual webcast platform. Shareholders will not be able to ask
questions live at the EGM via the audio-only stream of the EGM proceedings.
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(ii.) Addressing Questions

The Board and the Proposed New Board will endeavour to address all substantial and
relevant questions (which are related to the Resolutions to be tabled for approval at
the EGM) received in advance of the EGM from Shareholders, prior to or during the
EGM. The Company will publish the responses to those questions on the Company’s
website at the URL: https://www.fabchemchina.com and on SGXNET at the URL:
http://www.sgx.com/securities/company-announcements prior to the EGM.

During the EGM itself, the Board and the Proposed New Board will endeavour to
address as many substantial and relevant questions related to the Resolutions to be
tabled at the EGM for approval, which are submitted after 18 July 2022 and have not
already been addressed prior to the EGM, as well as those received live at the EGM
itself. Where substantially similar questions are received, the Company will consolidate
such questions and consequently not all questions may be individually addressed. The
Company retains the sole and absolute discretion in determining which questions are
substantial and relevant to the Resolutions to be tabled at the EGM for approval.

(iv.) Minutes of EGM

The Company will publish the minutes as well as responses to the questions received
for the EGM on SGXNet and on the Company’s corporate website within one month
after the EGM, and the minutes will include the responses to substantial and relevant
questions from Shareholders which are addressed during the EGM.

Vote live, or appoint proxy(ies) to vote, at the EGM

Shareholders who wish to exercise their voting rights at the EGM may:

(i.)  (where such Shareholders are individuals) vote live via electronic means at the EGM
or (whether such Shareholders are individuals or corporates) appoint a proxy(ies)

(other than the Chairman of the EGM) to vote live via electronic means at the EGM on
their behalf; or

(ii.)  (whether such Shareholders are individuals or corporates) appoint the Chairman of
the EGM as their proxy to vote on their behalf at the EGM.

Vote Live at the EGM

Shareholders, who wish to vote live via electronic means at the EGM must
first pre-register themselves at the pre-registration website at the URL:
https://globalmeeting.bigbangdesign.co/fabchem2022egm/.

Shareholders, or where applicable, their appointed proxy(ies) must access the EGM
proceedings via the “live” webcast in order to vote live at the EGM and will not be able to do
so via the “live” audio feed of the EGM proceedings. Instructions will be provided at the start
of the EGM on how to vote.

Appointment of Proxy(ies)

(i.)  Shareholders who wish to appoint proxies (other than the Chairman of the EGM)
to attend the EGM and vote “live” at the EGM on their behalf must do both of the
following: (A) complete and submit the Proxy Form in accordance with the instructions
below, and (B) pre-register the proxy(ies) at the pre-registration website at the
URL: https://globalmeeting.bigbangdesign.co/fabchem2022egm/ by 20 July 2022 at
10.00 a.m.

(ii.) As an alternative to “live” voting, Shareholders may also vote at the EGM by
appointing the Chairman as proxy to vote on their behalf in respect of all the Shares
held by them.
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(d)

If a Shareholder wishes to appoint a proxy or proxies (including the Chairman) to vote at the
EGM on their behalf, duly completed Proxy Forms must be submitted with the Company in
the following manner:

(i.) If submitted by post, be deposited at the registered office of the Company at 77
Robinson Road, #06-03 Robinson 77, Singapore 068896; or

(i) If submitted electronically, be submitted via email to the Company at
ir@fabchemchina.com.

in either case, by 10.00 a.m. on 20 July 2022 (being 48 hours before the time fixed for
holding of the EGM). Shareholders may download the Proxy Form from the Company’s
website at the URL: https://www.fabchemchina.com and from SGXNET at the URL:
http://www.sgx.com/securities/company-announcements.

A Shareholder who wishes to submit the Proxy Form must complete and sign the Proxy
Form, before submitting it by post to the address provided above, or before scanning
and submitting it by email to the email address provided above. In view of the current
COVID-19 measures which may make it difficult for Shareholders to submit completed
proxy forms by post, Shareholders are strongly encouraged to submit completed
proxy forms electronically via email.

In the Proxy Form, the Shareholder should specifically direct the proxy on how he/she is to
vote for or vote against (or abstain from voting on) the Resolutions to be tabled at the EGM.
If no specific direction as to voting is given, the proxy (including the Chairman of the EGM if
he/she is appointed as proxy) will vote or abstain from voting at his/her discretion.

In view of section 81SJ(4) of the SFA, a depositor shall not be regarded as a Shareholder
entitled to attend the EGM and to speak and vote thereat unless his/her name appears in
the depository register maintained by the CDP at least seventy-two (72) hours before the
EGM. Any Shareholder who is holding his/her shares via the CDP but whose name is not
registered with the CDP seventy-two (72) hours before the EGM will not be entitled to attend
and vote at the EGM. Accordingly, even if such Shareholder deposits his/her proxy form
forty-eight (48) hours before the EGM, the proxy(ies) (including the Chairman of the EGM)
will not be entitled to vote on his/her behalf at the EGM, and the Company may reject any
such instrument appointing the proxy.

A Shareholder (who is not a Relevant Intermediary) entitled to attend and vote at a meeting
of the Company is entitled to appoint one or two proxies to attend and vote on his/her/its
behalf. A proxy need not be a Shareholder. Any appointment of a proxy by a Shareholder
attending the EGM shall be null and void and such proxy shall not be entitled to vote at the
EGM. Where a Shareholder appoints two proxies, the appointments shall be invalid unless
he/she/it specifies the number of Shares or proportion of his/her/its shareholding to be
represented by each proxy.

A Shareholder who is a Relevant Intermediary is entitled to appoint more than two proxies
to attend and vote at the EGM, but each proxy must be appointed to exercise the rights
attached to a different Share or Shares held by such Shareholder. Where such Shareholder
appoints two or more proxies, the appointments shall be invalid unless such Shareholder
specifies the number of Shares to be represented by each proxy.

Voting by Investors holding Shares through Relevant Intermediaries (including CPF/
SRS Investors)

Investors holding Shares through Relevant Intermediaries (including CPF/SRS investors)
may exercise their votes in the following manner:

(i.)  vote “live” at the EGM, if they are appointed as proxies by their respective Relevant
Intermediaries (including CPF agent banks and SRS operators); or
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30.
30.1

30.2

30.3

30.4

30.5

30.6

30.7

(i)  specify their voting instructions to/arrange for their votes to be submitted by their
respective Relevant Intermediaries (including CPF agent banks and SRS operators).

Investors holding Shares through Relevant Intermediaries should not make use of the Proxy
Form. Only investors holding Shares through Relevant Intermediaries that have been duly
appointed as proxies by their respective Relevant Intermediary may vote “live” at the EGM.

CPF/SRS investors who wish to exercise their votes should approach their respective CPF
agent bank/SRS operator at least seven working days before the EGM.

CONSENTS

RHB Bank, the Financial Adviser to the Company in respect of the Proposed Acquisition and the
Sponsor of the Company upon the Proposed Listing Transfer, has given and has not withdrawn its
written consent to the issue of this Circular with the inclusion of its name and all references thereto
in the form and context in which they appear in this Circular and to act in such capacity in relation
to this Circular.

Provenance Capital Pte. Ltd., the Independent Financial Adviser in respect of the Proposed
Whitewash Resolution, has given and has not withdrawn its written consent to the issue of this
Circular with the inclusion herein of its name, the IFA Letter as set out in Appendix E and all
references thereto in the form and context in which they appear in this Circular and to act in such
capacity in relation to this Circular.

Mazars LLP, the Independent Valuer commissioned by the Company to conduct a valuation of the
Target has given and has not withdrawn its written consent to the issue of this Circular with the
inclusion herein of its name, the Valuation Summary Letter as set out in Appendix F, the Valuation
Report, and all references thereto in the form and context in which they appear in this Circular and
to act in such capacity in relation to this Circular.

RSM Chio Lim LLP, the Independent Auditor to Target and the Reporting Accountant to the
Enlarged Group, has given and has not withdrawn its written consent to the issue of this Circular
with the inclusion of its name, the “Independent Auditor's Report on the Financial Statements for
the Reporting Years ended 30 June 2019, 2020 and 2021 of Lincotrade & Associates Pte Ltd”
as set out in Appendix B, “Independent Auditor’s Review Report on the Unaudited Condensed
Interim Financial Statements for the Eight-Month Period Ended 28 February 2022 of Lincotrade
& Associates Pte Ltd” as set out in Appendix C, “Independent Auditor’s Assurance Report on the
Compilation of the Unaudited Pro Forma Financial Information for the Reporting Year ended 30
June 2021 and Eight-Month Period Ended 28 February 2022 of Lincotrade & Associates Pte Ltd”
as set out in Appendix D and all references thereto in the form and context in which they appear in
this Circular and to act in such capacity in relation to this Circular.

RSM Chio Lim LLP, the Independent Auditor to the Company for the financial year ended 30 June
2021 has given and has not withdrawn its written consent to the issue of this Circular with the
inclusion of its name and all references thereto in the form and context in which they appear in this
Circular and to act in such capacity in relation to this Circular.

BDO Advisory Pte. Ltd., the internal auditor to the Target, has given and has not withdrawn its
written consent to the issue of this Circular with the inclusion of its name and all references thereto
and the statement attributed to it in Section 17.2 titled “New Audit Committee” of the Target’s Letter
to Shareholders, in the form and context in which they appear in this Circular and to act in such
capacity in relation to this Circular.

Altum Law Corporation, the legal adviser to the Company on the Proposed Transactions, has given
and has not withdrawn its written consent to the issue of this Circular with the inclusion of its name
and references thereto in the form and context in which they appear in this Circular and to act in
such capacity in relation to this Circular.
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30.8

30.9

Altum Law Corporation does not make or purport to make any statement in this Circular or any
statement upon which a statement in this Circular is based and makes no representation, express
or implied, regarding any statement in this Circular and, to the maximum extent permitted by law,
expressly disclaim and take no responsibility for any liability to any persons which is based on, or
arises out of any statement, information or opinion included or omitted from this Circular.

Solitaire LLP, the legal adviser to the Target on the Proposed Transactions, has given and has
not withdrawn its written consent to the issue of this Circular with the inclusion of its name and all
references thereto and the statements attributed to it in Section 9.5 titled “Employment of Foreign
Workers in Singapore” of the Target’s Letter to Shareholders, in the form and context in which they
appear in this Circular and to act in such capacity in relation to this Circular.

Harry Elias Partnership LLP, the legal adviser to RHB Bank on the Proposed Transactions, has
given and has not withdrawn its written consent to the issue of this Circular with the inclusion of its
name and all references thereto in the form and context in which they appear in this Circular and to
act in such capacity in relation to this Circular.

30.10 Justin Faye & Partners, the legal adviser to RHB Bank on Malaysia law in relation to the MY Land,

30.11

31.

32.

has given and not withdrawn its written consent to the issue of this Circular specifically and only in
relation to the 2" Opinion with the inclusion of its name and references thereto and the statements
attributed to it in Section 2.7(s) of this Circular, in the form and context in which they appear in this
Circular and to act in such capacity in relation to this Circular.

Converging Knowledge Pte Ltd, the independent research firm commissioned by the Company, has
given and has not withdrawn its written consent to the issue of this Circular with the inclusion of its
name and the Industry Report and all references thereto, and the statements attributed to it in sub-
Section 4.13(a) titled “Proven business track record” and Section 5 titled “Industry Overview” of the
Target’s Letter to Shareholders, in the form and context in which they appear in this Circular and to
act in such capacity in relation to this Circular.

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 and the Company (save in respect of information pertaining to the
Vendors, the Target and the Business) 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
(save for information in respect of the Vendors, the Target and the Business) 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.

PROPOSED NEW BOARD’S RESPONSIBILITY STATEMENT

The Proposed New Board collectively and individually accept full responsibility for the accuracy
of the information given in the Target’'s Letter to Shareholders and any information in this Circular
relating to the Vendors, the Target and the Business in connection with the Proposed Transactions
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 Vendors, the Target
and the Business in connection with the Proposed Transactions (insofar as they relate to the
Vendors, the Target and the Business) and the Proposed New Board are not aware of any facts the
omission of which would make any statement in this Circular misleading.
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33.

34.

35.

Where information in the Target’s Letter to Shareholders and any information in this Circular
relating to the Vendors, the Target and the Business in connection with the Proposed Transactions
has been extracted from, published or otherwise publicly available sources or obtained from a
named source, the sole responsibility of the Proposed New Board and the Vendors has been to
ensure that such information have been accurately and correctly extracted from those sources and/
or reproduced in the Target’s Letter to Shareholders and this Circular in its proper form and context.

FINANCIAL ADVISER AND SPONSOR’S RESPONSIBILITY STATEMENT

To the best of RHB Bank’s knowledge and belief, this Circular and the Target's Letter to
Shareholders constitute full and true disclosure of all material facts about the Proposed
Transactions and the Enlarged Group, and RHB Bank is not aware of any facts the omission
of which would make any statement in this Circular and the Target’s Letter to Shareholders
misleading.

MISCELLANEOUS

There has been no public takeover by third parties in respect of the Shares or shares of the Target,
or by the Company or the Target in respect of other companies’ shares or units of a business trust
which has occurred from the beginning of the most recently completed financial year to the Latest
Practicable Date.

Save as disclosed in this Circular and all public announcements made by the Company, the
Board is not aware of any event which has occurred since the end of the most recently concluded

financial year to the Latest Practicable Date, which may have a material effect on the financial
position and results of the Company.

DOCUMENTS FOR INSPECTION

Copies of the following documents may be inspected at the registered office of the Company
during normal business hours for a period of six (6) months from the date of this Circular:

(@) the SPA;

(b) the Disposal SPA, the Previous Loan Agreement and the Loan Agreement;

(c)  the Independent Auditor's Report on the Financial Statements for the Reporting Years ended
30 June 2019, 2020 and 2021 of Lincotrade & Associates Pte Ltd as set out in Appendix B
to this Circular;

(d)  the Independent Auditor's Review Report on the Unaudited Condensed Interim Financial
Statements for the Eight-Month Period Ended 28 February 2022 of Lincotrade & Associates
Pte Ltd as set out in Appendix C to this Circular;

(e) the Independent Auditor's Assurance Report on the Compilation of the Unaudited Pro Forma
Financial Information for the Reporting Year Ended 30 June 2021 and Eight-Month Period
Ended 28 February 2022 of Lincotrade & Associates Pte Ltd as set out in Appendix D to this
Circular;

(f) the IFA Letter as set out in Appendix E to this Circular;

(g) the Valuation Report;

(h)  the Service Agreement;

(i) the Moratorium Undertakings;

1) the Undertakings to Vote in Favour;
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(k)  the letters of consent referred to in Section 30 of this Circular;
(1 the Industry Report;

(m) the Existing Constitution; and

(n)  the New Constitution as set out in Appendix H to this Circular.

36. ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the Target's Letter to Shareholders
and the other appendices to this Circular.
Yours faithfully,

For and on behalf of the Board of Directors of
Fabchem China Limited

Wee Phui Gam
Acting Chairman and Lead Independent Director
30 June 2022
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LINCOTRADE & ASSOCIATES PTE LTD

(Incorporated in the Republic of Singapore)
(Company Registration No. 199105725K)

Proposed New Board: Registered Office:
Tan Kok Heng (Independent and Non-Executive Chairman) 39 Sungei Kadut Loop
Tan Jit Meng (Managing Director) Singapore 729494

Lu King Seng (Independent and Non-Executive Director)
Wee Shuo Siong Milton (Non-Executive and Non-Independent Director)

30 June 2022
To: The Shareholders of Fabchem China Limited

Dear Sirs

THE PROPOSED ACQUISITION OF THE ENTIRE ISSUED AND PAID-UP SHARE CAPITAL OF
LINCOTRADE & ASSOCIATES PTE LTD FOR AN AGGREGATE CONSIDERATION OF S$25.0
MILLION

1. INTRODUCTION

This Letter has been prepared by the Proposed New Board, on behalf of the Target, for inclusion
in this Circular. Unless the context otherwise requires, all the terms as defined in this Circular shall
bear the same meaning when used in this Target's Letter to Shareholders. For the purpose of
this Letter, references to “we”, “us”, “our” or “our company” is a reference to the Target, and may
be used interchangeably, and as the context requires, and references to director or directors is a

reference to a director or the directors of the Target.

OVERVIEW INFORMATION OF THE TARGET

2.1 Our company was incorporated on 14 November 1991 in accordance with the Companies Act
as a private company limited by shares under the name of Lincotrade & Associate Pte Ltd and
bearing the unique entity number 199105725K. It was incorporated with an authorised share
capital at the time of $$200,000 divided into 200,000 ordinary shares of S$1.00 each. At the time
of its incorporation, it had an issued and paid-up capital of S$50,000, divided into 50,000 ordinary
shares. With effect from 14 December 1991, the name of our company was changed to Lincotrade
& Associates Pte Ltd.

2.2 As at the Latest Practicable Date, the issued and paid-up capital of our company is S$1,500,000
divided into 1,500,000 ordinary shares. There is only one class of shares, being ordinary shares, in
our company’s share capital.

2.3 As at the Latest Practicable Date, our company does not have any subsidiaries, subsidiary
entities, associated companies and/or associated entities. Pursuant to the SPA, on completion,
the Company will acquire the entire issued and paid-up capital of our company. No internal
restructuring of our company was or will be undertaken prior to the completion of the SPA.

2.4  We are principally engaged in the business of the provision of interior designing, renovations and
fitting-out (“interior fitting-out”) services, additions & alterations (“A&A”) works and other building
construction services in Singapore such as the construction of showflats. Over the years, we have
become an established interior fitting-out service provider in Singapore with a proven track record.
Our customers comprise major property developers and construction companies in Singapore.

Please refer to Section 4 titled “Business Overview” of this Target’s Letter to Shareholders for more
details on our business.
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3. History

Our company was incorporated in Singapore on 14 November 1991 under the Companies Act as a
private company limited by shares. Tan Jit Meng and Soh Loong Chow Jackie, the directors of our
company, were two of the founding shareholders. Tan Chee Khoon joined our company as a Junior
Site Supervisor in March 1999 and eventually became a director and shareholder of our company
in July 2015. When our company was first incorporated, it operated out of 39 Jalan Pemimpin, #01-
01 Tat Ann Building, Singapore 577185.

Our early business activities from inception in 1991 till about 1999 comprised mainly renovation
works for industrial premises, primarily, the carrying out of partitioning and ceiling plastering works.
Our customers at the time were mostly manufacturers occupying industrial premises.

In 1999, we expanded our services to include residential interior fitting-out works as well. In May
1999, we obtained registration with the Building and Construction Authority (‘BCA”) as a registered
contractor under the CR06 Workhead (Interior Decoration & Finishing Works) L4 grade and the
CWO01 Workhead (Construction — General Building) G4 grade." Registration with the BCA under its
Contractors Registration System (“CRS”) meant that we were able to provide construction-related
services to the public sector. This marked an important milestone for our company as we were then
able to tender for renovation works in the public sector as well. Registration under the CRS also
meant that we had satisfied certain requirements of the BCA, such as financial capability, technical
personnel capability, management certifications and track record.

In 2006, we set up our own processing facility at 83 Sungei Kadut Drive, Level 3, Singapore
729566 and began processing, assembling and manufacturing builders’ carpentry and joinery
products such as wardrobes, cabinets, doors and door frames (“Carpentry Products”) ourselves.
This was a key step in our company’s development as it allowed us greater management oversight
of our projects. By having our own processing facility, we have better control over the quality, time
and costs of Carpentry Products, which are an integral ingredient of interior fitting-out projects.

In January 2008, we obtained the ISO 9001:2008 certificate for Quality Management Systems
and OHSAS 18001:2007 certification for Occupational Safety & Health Management System. In
May 2009, we upgraded our CR06 Workhead registration from L4 to L5 grade. In April 2009, we
obtained the bizSAFE Star certification which is the highest bizSAFE level that may be awarded
under the bizSAFE programme. In May 2009, we obtained the General Builder Licence Class 1,
which enabled us to perform general building works of any value.

In May 2015, we acquired our current premises at 39 Sungei Kadut Loop Singapore 729494 from
JTC Corporation, which is a leasehold property with a lease duration of 30 years commencing from
1 March 1995 to 28 February 2025. The property has a total land size of 4,047.1 m? to house our
office, processing facility and workers’ dormitory.

In February 2018, we obtained the L6 grading under the CR06 Workhead, which is the highest
grading under this Workhead, allowing our company to participate in tenders for public sector
interior decoration and finishing works projects with no tendering limits. According to the BCA
website, there is a total of 39 contractors (including our company) out of a total of 1,868 that
are registered with an L6 grading under the CR06 Workhead as at the Latest Practicable Date.?
For more information on the different grades under the CW01 and CR06 Workheads and an
overview of the BCA contractors registration system, please refer to Section 9 titled “Government
Regulations” of this Target’s Letter to Shareholders.

' The financial grade for the CW01 Workhead was renamed from G4 grade to C1 grade by the BCA in 2002.

2 The information was extracted from the website of the BCA at https://www.bca.gov.sg/BCADirectory/ accessed on 17 June 2022.
The BCA has not consented to the inclusion of the above information in this Target’s Letter to Shareholders for the purpose of
Section 249 of the SFA and is therefore not liable for the information under Sections 253 and 254 of the SFA. While we have taken
reasonable effort to ensure that the information is extracted accurately and fairly, and has been included in this Target's Letter to
Shareholders in its proper form and context, we have not independently verified the accuracy of the information.
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Over the years, in recognition of our quality management and work safety, we have received
various accreditations and awards. Please refer to Section 4.5 titled “Awards and Accreditation” of
this Target’s Letter to Shareholders for further details.

A summary of the key milestones achieved by our company since its inception is set out below:

Period / Date

Key Events

November 1991

1990s

May 1999

2000-2010

2006

April 2009

May 2009

May 2009

Completed in
2011

Completed in
2014

Completed in
2014

Completed in
2014

2015

February 2018

Our company was incorporated in Singapore to undertake interior fitting-out
services.

Our company was primarily engaged in the carrying out of renovation works
for industrial premises, involving partitioning and ceiling plastering works, for
customers such as manufacturers of electronic components.

Our company obtained the CWO01 Workhead (Construction — General Building)
G4 grade™ and CR06 Workhead (Interior Decoration and Finishing Works) L4
grade registration, which enabled us to provide construction-related services to
the public sector.

In the same year, our company also expanded its range of services by
undertaking residential interior fitting-out works.

Our company was engaged to carry out ceiling and partition works for
condominium developments such as Cairnhill Circle and Caspian.

Our company set up our own processing facility and began processing,
assembling and manufacturing of Carpentry Products.

Our company obtained bizSAFE Star from the Workplace Safety and Health
Council of Singapore for compliance with the Workplace Safety and Health Act.

Our company upgraded from an L4 grade to an L5 grade under the CR06
Workhead, which enabled us to tender for projects of a higher value.

Our company obtained General Builder Licence Class 1 which enabled us to
perform general building works of any value.

Our company was engaged to carry out interior fitting-out, ceiling and
partition works at Marina Bay Sands Singapore with a total contract sum of
approximately $$6.8 million.

Our company was engaged to carry out ceiling and partition works at Westgate
Shopping Centre, with a total contract sum of approximately S$6.3 million.

Our company was engaged to carry out ceiling and partition works at Sky
Habitat condominium, with a total contract sum of approximately $S$2.3 million.

Our company was engaged to carry out A&A works at Valley Point Shopping
Centre, with a total contract sum of approximately S$3.3 million.

Our company acquired and moved to our current premises at 39 Sungei Kadut
Loop Singapore 729494.

Our company upgraded from L5 grade to L6 grade under the CR06 Workhead,
which permits tendering for public projects with no tendering limits.
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Period / Date Key Events

Completed in Our company was engaged to carry out interior fitting-out works at DISTRii
2018 Singapore, with a total contract sum of approximately S$4.9 million.

Completed in Our company was engaged to carry out A&A works at the PLUS Building, with
2021 a total contract sum of approximately S$6.8 million.

Completed in Our company was engaged to carry out interior fitting-out, partitioning and
2022 ceiling works at CapitaSpring, with a total contract sum of approximately S$17.5
million.

Note:

(1)  The financial grade for the CW01 Workhead was renamed from G4 grade to the C1 grade by the BCA in 2002.

BUSINESS OVERVIEW
Overview

Our business and operations are based in Singapore. We are engaged in the provision of interior
fitting-out services, A&A works and other building construction services primarily for the following
three segments: (a) commercial premises, such as offices, hotels, shopping malls and food and
beverage establishments; (b) residential premises such as condominium developments; and (c)
showflats and sales galleries.

Our interior fitting-out projects encompass space planning and lay-out, interior construction and
finishing works on floorings, ceilings, partitions, doors, fixtures and fittings, mechanical, electrical
and plumbing (“MEP”) works such as air-conditioning installation, water and sewage fit-outs,
lighting, power and other works. We also provide A&A works include minor alterations, extension,
conversion and upgrading of buildings as well as minor repair and improvement works. In addition,
we provide building construction services which mainly consist of the construction of showflats and
sales galleries.

We provide interior fitting-out services to our customers either as the main contractor or sub-
contractor. Each project that we undertake has a customised scope of work, which differs from
project to project, depending on the requirements of our customers. When we are engaged as
the main contractor, we are the principal service provider for the project awarded to us and may
delegate certain parts of the works to our subcontractors, who will work under the supervision and
management of our project management team. For more specialised works such as MEP works
and other specialised installation works, we generally subcontract them to subcontractors who are
themselves specialists in these areas of works.

As main contractor, we are responsible for the overall implementation of the project in accordance
with the required scope of work, which generally includes planning, coordination, monitoring and
supervision throughout the entire project duration. When we are engaged as a subcontractor, we
perform the specific part(s) of the work subcontracted to us under the main contractor’s supervision
and coordination.

Our company currently holds the General Builder Licence Class 1 which is required for the carrying
out of building works for which plans are required to be approved by the Commissioner of Building
Control (the “BC Commissioner”). The General Builder Licence Class 1 allows our company
to undertake projects of any value. We are currently registered under the CW01 Workhead
(Construction — General Building) C1 grade and CR06 Workhead (Interior Decoration and Finishing
Works) L6 grade of the BCA’s CRS. Registration under the CW01 Workhead C1 grade allows us
to tender for and carry out projects which involves, inter alia, general building and A&A works on
buildings for projects up to a value of S$4.5 million, whereas registration under the L6 grade for the
CRO06 Workhead allows us to participate in interior design and planning projects of unlimited value.
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For more information on the builder licensing regime and contractors’ registration system in
Singapore, please refer to Section 9 titled “Government Regulations” of this Target’s Letter to
Shareholders.

We are engaged in both public and private sector projects for the provision of interior fitting-
out services and/or A&A works. Public sector projects refer to projects carried out at buildings
commissioned by the statutory boards and ministries of the Government of Singapore, such as
public academic buildings where we are appointed to carry out interior fitting-out and A&A works.
Private sector projects in general involve carrying out interior fitting-out services and/or A&A works
for commercial or residential premises, or showflats for residential projects.

Highlight of major projects

The key services and recent significant projects for each segment undertaken are set out below:

Segment Key Projects Brief Summary of Scope of Work
(a) Commercial e Northpoint City e Supply and installation of timber
doors and architectural works
e DISTRIi Singapore e Supply of interior fitting-out
works
e Capri by Fraser China Square e Supply of interior fitting-out
works
e Woodlands Care Home e Supply and installation of timber
doors and joinery works
e CapitaSpring (Office Tower) e Supply and installation of ceiling
works
e PLUS Building e Supply of A&A works
e 79 Robinson Road (previously e Supply and installation of ceiling
known as CPF Building) and partition works and joinery
work
e (CapitaSpring (Citadines Raffles e Supply and installation of
Place) interior fitting-out works
e National University of Singapore e Supply and installation of ceiling
(“NUS”) and partition works
e NUHKkids Specialist Centre e Supply of interior fitting-out
works
e National Cancer Centre e Supply and installation of
Singapore joinery works
e NUS Prince George Park e Supply and installation of
Residences (“NUS-PGPR”) joinery works
e Nexus International School e Supply and installation of ceiling
(Singapore) (“NISS”) and partition works
e TimMac @ Kranji e Supply and installation of ceiling

and partition works, doors and
interior fitting-out works

e Maxwell Chambers e Supply of A&A works
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Segment Key Projects

Brief Summary of Scope of Work

(b) Residential °

(c) Showflats °

Seaside Residences
Rivertrees Residences
Avenue South Residence
Park Colonial

The Antares

The Clement Canopy
North Park Residences
Jervois Mansions

One Pearl Bank

The Hyde

Amber 45

Piermont Grand Executive
Condominium (“EC”)

Clavon
Parc Greenwich EC
LINQ at Beauty World

Supply and installation of
Carpentry Products

Supply for design and
construction of temporary show
flat and sales gallery

The above projects vary in sizes. For the above commercial projects, our contract sums awarded
can range up to S$17.5 million. For residential projects, our contract sums awarded can range up
to $$6.5 million and for showflats, the contract sums awarded range up to S$2.8 million.
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The photographs below showcase some of our recent completed projects.

Commercial Project — Interior of Capri by Fraser China Square
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4.2. Business Process

For illustrative purposes, set out below is a flow-chart” summarising the principal steps of our
work-flow in a typical interior fitting-out project:

Tender/quotation process

| Pre-qualification stage (where applicable) @

.

| Invitation for tender or quotation

| Project evaluation

| Preparation and review of tender or quotation

| Submission of tender or quotation

| Award of contracts

Project execution

Formation of project management team

A

Procurement of materials and/or

l

Processing of Carpentry Products ©

A

| Delivery of building products to the customers’ project sites

:

| Control of project costs and progress

.

| Certification and payments for works done

Project completion

!

| Project completion and partial release of retention money

.

| Defect liability period

-

| Approximately
l 6-8 weeks
l Obtaining quotations from
suppliers and Approximately
q subcontractors 2 weeks
i ]
| Approximately
¢ | 1 month
A v
ure ° A Subcontracting, if required
building products, if required
Approximately
81012
months

A

le

¢

Approximately
| 12 to 18 months
| Approximately
3 to 6 months

Settlement of final account

Notes:

M

The time frame may vary for different contracts depending on various factors such as the terms of the contract, the

nature of the works to be performed, any variations to the contracts and/or our agreement with the customer on the
time frame for the principal steps to be undertaken as well as other unforeseeable consequences.

@)

detailed workflow.
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As shown in the diagram above, our business process generally involves the following steps:

Tender or quotation process
Pre-qualification stage (where applicable)

Where we are invited by a customer to submit a tender or a quotation for engagement as the
main contractor, we are generally subject to a pre-qualification assessment by the customer. Pre-
qualification involves the customer assessing our eligibility for award of a particular project, and
we would usually be provided with brief information of the project, such as the project nature,
size, commencement date and certain specific pre-qualification requirements. Pre-qualification
requirements usually require us to provide the customer with information of our organisational
structure, financial status, and previous track record in similar projects. Where we are engaged as
a sub-contractor, there is usually no pre-qualification requirement to fulfil.

Invitation for tender or quotation

Once we have been successfully pre-qualified (in the case of engagement as a main contractor),
our customers will invite us to submit a tender for the project. A tender or quotation invitation
will normally include a brief description of the products and services to be provided, and the
documents required for tender submission before the tender closing date. For public projects, we
are generally invited to quote for a specific portion of the project by their main contractors.

Project evaluation

On receiving the brief for the tender or quotation invitation, our quantity surveyors will conduct an
internal evaluation on the feasibility of undertaking the project, taking into consideration various
factors including its scope, complexity, specific technicality requirements, project timeline, our
project commitments and available resources, prevailing market conditions, estimated costs of
the project against tender pricing guides, and key contract terms. The project evaluation will be
submitted to a director for approval, following which our quantity surveying department will prepare
the required documents for a tender or quotation submission.

Preparation and review of tender or quotation

Tender or quotation documents are prepared in accordance with the requirements specified in the
tender or quotation invitation, and typically comprise pricing documents and our proposal which
includes our corporate profile, track record, licences and certifications, financial support such as
performance bonds and other project specific documents.

Obtaining quotations from suppliers and subcontractors

As part of the preparation for the tender or quotation documents, our quantity surveying
departments will request for quotations from our list of approved subcontractors for subcontracting
costs and our procurement department will obtain costs for the relevant materials. Our quantity
surveying and procurement departments will also discuss the project timeline(s) with the
subcontractors and materials suppliers to ensure on-time availability of the materials and labour
required for the project. Save for situations where it is not possible to obtain more than one
quotation such as where the nature of work is specialised, we generally obtain at least three
competitive quotations for comparison of prices from our list of approved subcontractors and
suppliers. Our quantity surveyor will then prepare the tender or quotation documents based on the
most suitable quotation received from the various materials suppliers and subcontractors.

Submission of tender or quotation

The tender or quotation documents will then be reviewed and approved by our director and,
thereafter, submitted to the customer for its review. Such review may take up to one month during
which there may be various discussion and clarification sought between ourselves and our
customer in relation to the documents submitted.

A-10
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Award of contracts

If the customer is satisfied with all aspects of our proposal, it will generally award the project to us
by way of a letter of award or a letter of acceptance with the principal terms of our engagement
including the scope of work, duration, contract sum, payment terms, insurance, performance bond,
liquidated damages, defect liability period and indemnities. The letter of award or acceptance
together with the tender or quotation documents will constitute the formal contract as between
ourselves and the customer. Projects may be awarded subject to conditions to be fulfilled such as
the provision of a performance bond to the customer. Performance bonds of up to 10% of the total
value of the contract awarded are not unusual in the interior fitting-out industry. Performance bonds
are generally required for projects where the Target acts as a main contractor and may at times,
be required for projects where the Target acts as a sub-contractor as well. For the Period Under
Review, approximately 28.2% of the projects that we carried out required performance bonds.

Project execution

Formation of project management team

Once a contract is awarded to us, we will form a project management team, which typically
includes a project director, who will oversee the entire project and the following key members:
project manager, site supervisor and safety coordinator.

Our project management team is generally responsible for (a) formulating the detailed plans and
schedules; (b) arranging for the necessary materials, equipment and manpower resources; (c)
delegating different parts of the works to be completed and collaborating with our subcontractors
(if necessary); (d) supervising the progress of the works to be completed and quality of services
rendered; (e) preparing the progress report; and (f) organising project meetings and communication
with our customers on a regular basis to ensure the works performed fulfil our customers’
requirements, and are completed on schedule, within budget and in compliance with all applicable
statutory requirements.

Subcontracting (if required)

We engage subcontractors on a project-by-project basis, depending on the requirements of the
works to be performed and the availability of our own labour resources. We generally engage
subcontractors for the supply and installation of Carpentry Products, MEP works and other on-
site installation works. After selecting the most suitable quotation, we will finalise subcontracting
arrangements with the subcontractor by preparing a subcontract award. Our quantity surveying
department oversees the engagement of subcontractors based on the cost plan of each project.
Our directors believe that by engaging subcontractors for these jobs, we are able to manage our
projects more effectively by relying on their established expertise and skillsets in specific areas
as and when required. We are then able to give more attention to and focus on the overall project
management to ensure that a project is delivered on time and to specification.

We have a list of approved subcontractors which is updated on a continuous basis and reviewed
annually. We evaluate our subcontractors based on certain key evaluation criteria including
reputation, technical knowledge support, pricing, service quality, prompt delivery and defect
liability periods. To the best of our knowledge and belief, as at the Latest Practicable Date, all
subcontractors on the approved list are independent third parties.

Procurement of materials and/or building products

Materials and building products are sourced by us and/or our subcontractors depending on the
nature and requirements of the project. Common materials used in our projects generally include
timber door frame, timber door panel, metal door frame, metal door panel, ceiling lining and drywall
lining products, plywood, particle board, plastic laminate and other ancillary products such as
furniture, hardware and accessories. The costs of such materials and building products, if provided
by our subcontractors, are usually included in the subcontracting costs.
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To ensure that the materials and building products sourced by both ourselves and our
subcontractors are of the appropriate quality required by the project, our procurement department
will conduct quality checks on the materials and building products to be used. Materials and
building products which do not require further processing will be directly sent to the project sites for
installation or utilisation.

If timber doors and frames, kitchen and vanity cabinets and wardrobes are required to be
manufactured or processed, they will be processed at our processing facility prior to assembly and
installation.

Depending on our customers’ specifications, we order materials, building products and/or
Carpentry Products from our list of approved suppliers which is updated on a continuous basis
and reviewed annually or suppliers specified by our customers. In maintaining and reviewing our
list of approved suppliers, our key evaluation criteria include reputation, pricing, service quality,
product quality, salesperson response time, delivery time and product warranty period. To the best
of our knowledge and belief, as at the Latest Practicable Date, all suppliers on the approved list are
independent third parties.

Processing of Carpentry Products

For more information of our processing workflow, please refer to Section 4.3 titled “Processing of
Carpentry Products” of this Target’s Letter to Shareholders.

Delivery of Carpentry Products to the customers’ project sites

The Carpentry Products processed at our processing facility will be transported to the respective
project sites for installation by our own workers or subcontractors. We mainly engage service
providers for transportation of the Carpentry Products to the project sites. We may also deliver the
Carpentry Products using our own vehicles for projects of smaller scale.

Control of project costs and progress

In order to ensure quality and timely completion of projects within budget, our project team carries
out process control measures throughout the project, including budget planning, supervising,
inspecting, recording and reporting as and when appropriate. Each budget plan is reviewed and
approved by our director. Our project team also conducts regular checks and meetings on-site and
holds internal meetings regularly to monitor the project progress, including safety, quality and costs.

Please also refer to Section 4.6 titled “Quality Control” of this Target's Letter to Shareholders
for more details on the quality management measures that we carry out throughout the project
execution period.

Certification and payment for works done

Our project manager inspects the work progress on site and our quantity surveying department
prepares progress payment applications to be submitted on a monthly basis in accordance with
the terms of the relevant contract, which sets out the amount of work done and the corresponding
value of such work that can be claimed. Our quantity surveyor assesses the amount of work
completed and submits a draft progress payment application to our director(s) in accordance with
the terms of the relevant contract, which sets out the amount of work done and the corresponding
value of such work that can be claimed. Upon approval by our director(s), our quantity surveyor
will submit the progress payment application to our customer. Upon receipt and if satisfied that
our application for payment is correct, our customer will issue a progress certificate certifying the
portion of works completed and the payment amount due. This normally takes around 21 days after
the initial progress payment application has been submitted.
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4.3.

Once the payment certificate is received by us, our accounts department will issue a formal invoice
to our customer and record the corresponding progress billing with the certified payment amount.
For a majority of our projects, our customer retains approximately 10% of each interim progress
payment as retention money, which is usually capped at 5% of the total contract sum. For the
Period Under Review, approximately 75.6% of the projects which we carried out involved retention
monies.

Project completion

Project completion and partial release of retention money

Prior to completion and handover of a project, our project manager will carry out an inspection for
defects with our customer and their professional representatives. Any defects and/or outstanding
works discovered will be listed and rectified accordingly. Upon satisfactory completion of inspection
by our customer, the customer will issue a completion certificate and the project will be officially
handed over to the customer.

Our customer will usually release 50% of the total retention monies held upon issuance of a
completion certificate.

Defect liability period

The terms of the contract for a project normally stipulates a defect liability period of between
12 to 18 months, during which we have to rectify any defect found. We generally obtain back-
to-back warranties from our subcontractors and where applicable, from our suppliers of certain
products such as fire-rated doors or partitions. The terms of such back-to-back warranties given
by our subcontractors generally include warranties for quality and finish, and obligations to restore
defective work to the standard specified under the contract without any cost to the owner or the
company, including all materials, labour, refinishing and other costs incidental to carrying out any
rectification work. Back-to-back warranties from suppliers of certain products such as fire-rated
doors require that these suppliers either repair any defect or replace the defective product. For the
Period Under Review, we have not encountered subcontractors, and where applicable, suppliers,
who are unwilling or unable to provide back-to-back warranties when required. In the event that
the subcontractors, and where applicable, suppliers, are unwilling to provide such back-to-back
warranties, we generally will not proceed to engage such subcontractors or suppliers. We have not
had to recover costs pursuant to the back-to-back warranties for the Period Under Review.

Settlement of final account

On the expiry of the defect liability period, all monies held in retention will be released to us in
accordance with the terms of the contract. Any performance bond provided to our customers will
also be released at the end of the defect liability period.

Processing of Carpentry Products

We began to process, assemble and manufacture certain Carpentry Products required for
our projects when we set up our own processing facility in 2006. This aspect of our business
complements our principal service offering of providing interior fitting-out work. By having our
own processing facility, we are able to oversee and have better control over the quality, time and
costs of the Carpentry Products used in our projects, which we believe enhances our competitive
advantages and ability to meet the project requirements.

Our current facility is located at 39 Sungei Kadut Loop Singapore 729494 and the property has a

total gross land area of 4,047.1 m2. It is equipped with a storage area for raw materials prior to their
manufacturing, processing, finishing or assembling.
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When the raw materials are delivered to our processing facility, our staff will check for (i) correct
quantity; (ii) defects; and (iii) correct specifications of the materials required. Any defective or
incorrect material will be returned to the suppliers for replacement. After inspection, our processing
staff will carry out the necessary works, which generally include alteration, sawing and drilling,
assembling of hardware, such as hinges or lock-sets and other processing works including
varnishing and painting. A final check on all processed and assembled Carpentry Products will be
made before delivery to the project site for installation.

For illustrative purposes, set out below is a flow-chart” summarising the principal steps of our
work-flow in the manufacturing, processing and finishing of Carpentry Products:

Arrival of materials such as wooden panels, particle board
and hardware required for processing of timber doors and
frames, kitchen and vanity cabinets and wardrobes, and
perform quality check and inspection

v

Marking out the required size on the wooden panel and particle
board for sawing and cutting

v

Alteration of wooden panel and particle board to the required size

A

Painting and varnishing of the wooden panel and particle board

v

Drilling of wooden panel and particle
board for assembling of hardware

v

Assembling of other ancillaries to produce final product

A

Delivery of final product

Note:

(1)  The actual work flow may vary for different products depending on various factors such as type of products, type of
materials, customers’ specifications under the contract and/or condition of the material.
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4.4.

4.5.

Sales and Marketing

Our directors are in charge of formulating and planning our marketing strategies and activities, and
we secure new projects mainly from invitations by past or new customers or public tenders.

Although our business is project-based and each project is one-off in nature, many of the
projects are secured by invitations from past customers to submit a tender or a quotation due to
their satisfaction of the services provided by us in previous projects. New customers are usually
acquired via introductions by our existing and/or past customers or by invitations from such new
customers who have performed market research and reached out to us to submit a tender or
quotation.

Information on open tenders is generally obtained from GeBiz, a Singapore government online
procurement portal where the Singapore public sector’s invitations for quotations and tenders are
posted, and also from local media, business associates as well as invitations to submit tenders or
quotations from the private sectors.

We have recently launched our corporate website, https://www.lincotrade.com.sg which is part of
our initiative to establish our branding.

Awards and Accreditations

A summary of the key awards and accreditations received by our company since incorporation is
set out below:

Date Key Awards and Accreditations

Jan 2008 Our company obtained the ISO 9001:2008 certificate for Quality Management
Systems and OHSAS 18001:2007 certification for Occupational Safety & Health
Management System.

Apr 2009 Our company obtained the bizSAFE Star from the Workplace Safety and Health
Council of Singapore for Compliance with Workplace Safety and Health Act.

Jan 2011 and Our company obtained the Certificate of Appreciation from PSA Corporation
Feb 2012 Limited, for attaining a good safety record in 2010 and 2011 respectively.

Feb 2016 Our company obtained the Singapore Green Label for Wooden Panel
Doors made from renewable and sustainable materials from the Singapore
Environmental Council.

Mar 2017 Our company obtained the Certificate of Appreciation from PSA Corporation
Limited, for attainment of zero accident track record in 2016.

Oct 2017 Our company obtained the ISO 14001:2015 certification for Environmental
Management System and ISO 9001:2015 certification for Quality Management
System.

Sep 2020 Our company obtained the 1SO 45001:2018 certification for Environmental

Management System.
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4.6.

Quality Control

We place strong emphasis on the quality control aspect of our work and the on-time and to-
specification delivery of our projects to our customers. To this end, our quality management system
is certified to 1ISO 9001 since 2008 and we have implemented quality assurance procedures in
accordance with 1ISO 9001 which sets out specific requirements for performing different types
of works on-site, management processes for each part and stage of the work, responsibilities
of personnel of different levels, project planning, project management and supervision, quality
inspection and standards, subcontracting requirements, accident reporting and handling of
complaints. Our workers and our subcontractors are required strictly to follow all procedures that
apply to them.

Our company’s key quality control measures are described as follows:-

Selection of subcontractors and suppliers

We ensure that our subcontractors and suppliers have the relevant industry experience and proven
track records, required permits and licences and if applicable, relevant qualifications. As stated
above, we maintain and review our list of approved subcontractors and suppliers with certain key
criteria such as reputation, technical knowledge support, pricing, service quality, product quality,
salesperson response time, delivery time, liability and product warranty periods.

Formation of a project management team

Once a project is awarded to us, we will form a project management team led by an experienced
project director and comprising members with relevant technical expertise to oversee the execution
of a project. Please refer to the sub-section titled “Project execution — Formation of project
management team” under Section 4.2 — Business Process of this Target’s Letter to Shareholders
for more details.

Procurement of materials and/or building products

Our procurement department monitors the quality of materials and products purchased. To ensure
the quality of materials and products purchased, our procurement department will ensure that the
materials and products are sourced from our list of approved suppliers or suppliers selected by our
customers. Upon arrival, the materials and products are inspected by our procurement department.
Our procurement staff will check for (i) correct specifications of the materials or products ordered,
(ii) defects, and (iii) the correct quantity ordered. Any material or product that falls short of the
required specification or is defective in any respect will be returned for replacement.

Control over works performed by subcontractors

Our project managers closely supervise the work of our staff and subcontractors. Our project
managers are in frequent communications with our project director(s) who ensure that each project
progresses according to agreed timelines, and that the works rendered meet our customers’
specifications.

Control over the quality of Carpentry Products

In respect of Carpentry Products that are processed, assembled or manufactured at our
processing facility, the project team conducts regular quality inspection during the various stages
of processing, assembling and manufacturing. Our processing staff will only commence mass
production after the relevant project director is satisfied with the sample product or approval has
been given by our customers. At times, we will also be required by our customers to provide a
sample of certain Carpentry Products for their approval prior to actual production and/or
processing.
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4.7.

4.8.

4.9.

Safety Policy

We adopt a stringent Quality, Environment, Health and Safety (“QEHS”) Policy in accordance with
ISO 9001, ISO 14001 and ISO 45001. The scope of our QEHS management system is general
building and construction works, and the fabrication of wooden doors and related wood products.
We work to meet the QEHS objectives set out under the policy by (a) establishing and following
procedures; (b) controlling changes; (c) enforcing formal review and approval; (d) initiating
corrective and preventive actions on problem areas identified; (e) monitoring problem solutions;
and (f) continually seeking improvements. We are fully committed to providing quality service and
products to meet our customers’ needs and applicable statutory and regulatory requirements,
enhancing customer satisfaction through effective application of QEHS processes, complying
with all applicable requirements in relation to environmental and safety issues, managing our
environmental responsibilities in a systematic manner and preventing injury and ill-health at our
work premises.

Processing Facility and Capacity

Our processing facility is located at 39 Sungei Kadut Loop Singapore 729494 and held under a
leasehold interest of 30 years commencing from 1 March 1995 to 28 February 2025. The property
has a gross land area of 4,047.1 m? and is used to house our office, processing facility, and
workers’ dormitory.

Our processing facility is used mainly for the processing, assembling and finishing of doors and
door frames, cabinetry works, and manufacturing timber doors and frames, kitchen and vanity
cabinets and wardrobes.

As each of our projects has different requirements in terms of the type and number of Carpentry
Products, it is not meaningful (and we are not able) to quantify our production capacity based on
the number of units.

During the Relevant Period, the capacity of our processing facility has been generally sufficient to
meet the requirements of all our projects. When necessary, we can outsource the processing of
Carpentry Products to third parties.

During the Relevant Period, the machinery that we have has been sufficient and appropriate to
support our interior fitting-out business. They are maintained regularly with machine parts changed
as and when necessary. These machine parts are consumables and are used in the ordinary
course of the life of a machine, the costs of which are factored into our tenders and quotations.
Seasonality

We generally do not experience any significant seasonality patterns in our operations and business.

Intellectual Property Rights

As at the Latest Practicable Date, we have registered the following trademark:

Country of Duration of
Trademark Registration No. Registration Class® Trademark
40201822535W Singapore 42 31 October 2018 to
%’ 31 October 2028
LINCOTRADE & ASSOCIATES PTE LTD
Note:
(1)  “Class” refers to the specification of goods and services under the International Classification of Goods and Services

by the World Intellectual Property Organisation. Our company’s trademark is registered under Class 42 for interior
design services.
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4.10.

4.11.

412,

As at the Latest Practicable Date, our company has registered the following domain name:

Domain Name Duration of Domain Rights Status

https://www.lincotrade.com.sg 20 July 2006 to 20 July 2022 Active

The domain rights are renewable on an annual basis. We will renew the domain rights upon the
expiry date, and we do not foresee any difficulties in carrying out the renewal.

Save as disclosed, neither our business nor profitability is materially dependent on any patent,
trademark or licence.

Inventory Management

During the Relevant Period, we did not carry significant inventory of any Carpentry Products
or building materials. Due to the nature of our business, our inventory is kept to a minimal with
building materials purchased on an as-needed and just-in-time basis in accordance with a project’s
requirements and specifications.

We monitor our purchases of materials on an on-going basis. With supply chain disruptions
becoming a worldwide problem, we may have to adjust the timing and quantity of our purchases so
that we are able to execute a project when awarded in a timely manner.

Order Book

We have an order book of approximately S$76.7 million as at the Latest Practicable Date which
will generally be fulfilled in the next 2 years. This amount represents the aggregate contract value
of all projects which have been awarded to us either through a tender or quotation process and are
currently in various stages of progress, and includes confirmed variation orders for works which
have yet to be performed (being the total stated value in the contracts awarded to us plus the value
of confirmed variation orders less the portion of revenue already recognised in accordance with
our revenue recognition policy as at the respective dates of the completion of the certain stages of
these projects).

However, our order book may not be an accurate indicator of our future performance or the actual
revenue to be recognised as these depend on the actual work completed and certified by our
customers for payment. In addition, in determining the value of the order book as at the Latest
Practicable Date, we have not taken into account any potential renegotiations, cancellations or
deferment of orders or any other contracts that we may secure, from tenders that we participate
in, or otherwise from time to time in the ordinary course of business as at or after the Latest
Practicable Date. For further details, please refer to Section 2.7 titled “Risk Factors — The Target’s
order book may not be indicative of its future revenue and profitability” of the Circular.

Competition

We operate in a highly competitive industry which competes on various factors such as pricing,
quality of services and products and track record. We face competition generally from companies
which are also able to offer some or all of the services that we provide, particularly those who are
registered under the same BCA grading as us. These companies can be existing competitors or
new entrants in the future.
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4.13.

To the best of our knowledge and belief, we consider the following to be our competitors in each of
the business segments that we operate in:

(@

(b)

()

Commercial premises i. D’Perception Singapore Pte Lid
ii. Gennal Industries Pte Ltd
iii. New Art Interior Pte Ltd
iv. Ngai Chin Construction Pte Ltd
V. ACU (1995) Contract Pte Ltd

Residential premises i. JC Packer’s System Pte Lid
ii. Corten Interior Solutions Pte Ltd
iii. Artform Furniture & Construction Pte Ltd
iv. Pearl River Engineering Pte Ltd
V. Chng Woodworking Pte Ltd

Showflats i. Tong Hai Yang Construction Pte Ltd
ii. PLC (2006) Pte Ltd
iii. Juho Construction Pte Ltd
iv. Sunpeak Construction Pte Ltd

To the best of our knowledge and belief, there are no published statistical or official sources of
information that may be used to accurately measure the market share of our company.

None of the directors and substantial shareholders of the Target, or the Directors and substantial
shareholders of the Company, or the Proposed New Directors and Proposed New Executive
Officers or any of their respective associates has any interest, direct or indirect, in any of the
competitors listed above.

Competitive Strengths

We believe we are able to compete effectively against our competitors and within the industry
generally with the following competitive strengths:

(@

Proven business track record

We have over 30 years of experience in the interior fitting-out industry and have established
a proven track record since our inception. We believe that our proven track record is a key
competitive advantage in this industry in securing new projects. Based on the Industry
Report by Converging Knowledge, successful tendering of projects in the Industry is highly
reliant on the track record, reputation, and reliability to deliver on time and in good quality.
These credentials cannot be built overnight as they take time to establish. In addition,
industry expertise with experience of the market is one of the major considerations for IFOW
players to be shortlisted.

The Industry Report also highlighted that the Industry in Singapore is a competitive and
regulated industry with the number of players exceeding 1,800 as licensed with BCA. While
the sector appears to be fragmented, the number of IFOW players that are able to undertake
projects exceeding S$15 million in value constitutes less than 3% of the total IFOW licensed
players. Larger, more established IFOW players compete on the basis of sound industry
expertise, proven track record and experience, ability to customise and meet specific
requirements, and reputation. These are also amongst several of the factors for the selection
of IFOW players in any competitive project bids.

As one of the 39 contractors (out of a total of 1,868 contractors) that are registered with an
L6 grading under the CR06 Workhead as at the Latest Practicable Date,® we believe we
have a distinct advantage over our competitors.

3 Ibid.
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(b)

()

(d)

(e)

Good relationships with suppliers, subcontractors and customers

We enjoy good and stable business relationships with our suppliers and subcontractors.
With a panel of reliable subcontractors and suppliers, we are able to ensure the availability
of subcontractors for specialised and general work that we rely on them for, maintain
consistency of quality and enjoy better bargaining power and flexibility in procuring these
subcontracted services and building materials. As a dedicated interior fitting-out services
provider with in-depth knowledge and experience in executing and managing interior fitting-
out works for large projects, and having an established relationship with our suppliers and
subcontractors for many years, we believe we have an edge over competitors in terms of
operational efficiency and quality of services rendered.

Our commitment to completing projects on-time and to-specification has resulted in us
accumulating a good number of repeat customers with whom we continue to develop and
expand our business. As stated above in Section 4.4 titled “Sales and Marketing” of this
Target's Letter to Shareholders, many of our projects are secured by invitations from past
customers or new customers recommended by our existing or past customers.

In-house processing facilities

Since 2006, we have had our own in-house processing facility to process, assemble and
manufacture Carpentry Products to support and complement our interior fitting-out services.
Having our own processing facility allows us to have better control over the quality, time and
cost of processing which, in turn, ensures compliance with our customers’ specifications and
timelines.

Experienced and dedicated management team

Our company is led by an experienced and dedicated management team that participates
actively in the day-to-day running of our business and provides regular supervision. Our
directors all have over 20 years of experience in the interior fitting-out industry and have
established good working relationships with our customers, suppliers and subcontractors.
Over the years, and under their leadership, we have completed interior fitting-out projects
for various types of premises, ranging from commercial premises such as offices, hotels,
food and beverage centres, shopping malls, residential developments, to mixed development
premises such as academic buildings and medical centres. The diverse experience of
our directors and management team has stood us in good stead and will continue to be
instrumental to our future growth and acquisition of market share.

Stringent management of quality, workplace safety and health, and environmental
impact control

We are committed to the management of quality, workplace safety and health, and
environmental impact in our business. We have adopted and implemented a quality control
system that complies with international standards. Our quality management system has been
certified to ISO 9001 since January 2008.

We have established an environmental management system to enhance our environmental
performance and reduce our impact on the environment. Our environmental system has
been certified to ISO 14001 since October 2017. In February 2016, we were also awarded
the Singapore Green Label by the Singapore Environmental Council for our wooden panel
doors made from renewable and sustainable materials.
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In terms of workplace safety and health, our occupational safety and health management
system has been certified to OHSAS 18001 since January 2008. OHSAS 18001 has since
been replaced by 1SO 45001 which we obtained in September 2020. We have further
obtained a bizSAFE Star Certification since April 2009 which is the highest bizSAFE level
that may be awarded under the bizSAFE programme organised under the Workplace Safety
and Health Council of Singapore. As testament to our commitment to workplace safety and
health, we received Certificates of Appreciation from the PSA Corporation Limited on three
occasions, in January 2011, February 2012 and March 2017 respectively, for the attainment
of good safety records.

We believe the above accreditations help enhance our competitiveness and provide us with
more potential business opportunities.

4.14. Major Customers

The following customers accounted for 5.0% or more of our total revenue during the Period Under
Review:

As a percentage of the Target’s

0,
Brief summary of products total revenue (%)

Name of customer or services supplied FY2019 FY2020 FY2021 8M2022
Nakano Singapore Supply and installation of 28.7% 4.4% 4.5% 0.2%
(Pte) Ltd Carpentry Products and
interior design and fitting-out
works
Keong Hong Supply and installation of 13.0% 5.6% 0.9% 3.9%
Construction Pte Ltd Carpentry Products
An investment holding Supply for design and 10.6% 1.0% 0.1% -
company which is construction of temporary
a subsidiary of a show flat and sales gallery
real estate group in
Singapore®
Pavo Properties Pte Ltd Supply of ceiling and 8.3% - - -
partition, interior design and
fitting-out works
Straits Construction Supply of ceiling and 5.4% 8.1% 0.1% -
Singapore Pte Ltd partition, interior design and
fitting-out works, and supply
and installation of Carpentry
Products
SH Design and Build Supply of ceiling and 3.2% 5.0% 4.1% 5.8%
Pte Ltd partition, interior design and
fitting-out works, and supply
and installation of Carpentry
Products
Shimizu Corporation Supply of ceiling and 1.1% 11.4% 3.0% 7.0%
partition, interior design and
fitting-out works
An engineering Supply of ceiling and 2.6% 25.5% 30.8% 14.6%

and construction
firm incorporated in
Singapore™

partition, interior design and
fitting-out works, and supply
and installation of Carpentry
Products
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Brief summary of products

As a percentage of the Target’s
total revenue (%)

Name of customer or services supplied FY2019 FY2020 FY2021 8M2022
Lum Chang Building Supply of ceiling and 4.3% 11.4% 0.3% -
Contractors Pte Ltd partition, interior design and

fitting-out works, and supply

and installation of Carpentry

Products
PSA Corporation Supply of A&A works, and - 8.3% 3.1% 4.4%
Limited interior design and fitting-out

works
Capitaland-Plaza Supply of A&A works, and - - 18.4% -
Ventures Pte Ltd interior design and fitting-out

works
A construction Supply of ceiling and 0.7% 5.9% 11.2% 10.7%
company incorporated partition, interior design and
in Singapore® fitting-out works
United TEC Supply and installation of - 2.2% 10.8% 12.2%
Construction Pte Ltd Carpentry Products
Maxwell Chambers Supply of A&A works, and - - - 9.1%
Pte Ltd interior design and fitting-out

works
An engineering and Supply of ceiling and 4.0% 0.1% 1.1% 14.5%

construction company
incorporated in
Singapore(

partition, interior design and
fitting-out works, and supply
and installation of Carpentry

Products

Note:

(1)  The identity of this customer has not been disclosed due to non-disclosure clauses contained in the customer’s
agreement with us and we were not able to obtain the necessary consent from this customer for such disclosure.

The nature of our business is project-based and the projects are one-off in nature. As such,
revenue contribution from our major customers varies from year to year, depending on the
number, size and scope of projects and the amount of works completed by us and certified by the
customers in a particular financial year or period. We may not be awarded projects of a similar size
and scope by the same customer from year to year.

None of the directors and substantial shareholders of the Target, or the Directors and substantial
shareholders of the Company, or the Proposed New Directors and Proposed New Executive
Officers or any of their respective associates has any interest, direct or indirect, in any of the above
major customers.

To the best of our knowledge, we are not aware of any information or arrangements which would
lead to a cessation or termination of our current relationship with any of our major customers.

To the best of our knowledge, as at the Latest Practicable Date, the company’s business and
profitability are not materially dependent on any of the above major customers.

To the best of our knowledge and belief, there is no arrangement or understanding with any

customers pursuant to which any of the Proposed New Directors and the Proposed New Executive
Officers were appointed.
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4.15. Major Suppliers and Subcontractors

Our suppliers and subcontractors supply materials and/or provide subcontracting services to us.

The following are the suppliers and subcontractors from our list of approved subcontractors and
suppliers that accounted for 5.0% or more of our total purchases (including subcontracting costs)
during the Period Under Review:

Products or services

As a percentage of the Target’s total purchases
(including subcontracting costs) (%)

Name of supplier supplied FY2019 FY2020 FY2021 8M2022

IREETARAE R RL Supply of Carpentry 14.1% - - -

H PR 7l (Xiang Kai Products and subcontracting

Decoration Materials services

Co. Ltd)®™

IREETT AR L2 it Supply of Carpentry Products 5.0% 6.1% 7.9% 10.0%

i A BR 23 7 (Lixiangtai

Manufacturing Co. Ltd)

ST Building Solutions Supply of drywall and ceiling 3.7% 11.0% 5.4% 2.0%

Pte Ltd materials

WPL Projects Pte Ltd Subcontractor for stainless 7.7% 1.9% 2.1% 2.3%
steel and metal works

WINMAX Engineering Subcontractor for metal 6.1% 0.1% - -

Pte Ltd works

He Jiang Contractor Subcontractor for installation 3.9% 6.2% 6.3% 4.8%
of drywall and ceiling works

Sheng Jie Contractor Subcontractor for installation 1.4% 5.2% 6.8% 5.8%

Pte Ltd of joinery and wet works

Designbuild Subcontractor for joinery 0.5% - 13.2% 10.6%

Construction Pte Ltd

Note:

works

(1)  Supply of materials and subcontracting services from %<& 7 #5825 1A k1T BR A 7 (Xiang Kai Decoration Materials

Co. Ltd) ceased in FY2019 as the company ended operations in early 2019.

The fluctuations in purchases from our suppliers and subcontractors were a result of our varying
requirements for different projects which may not be similar in terms of size and scope. We
purchase from suppliers who are able to meet our requirements including that of price, quality
and delivery schedules for each particular project. We do not enter into any long-term supply or
service contracts with any of our suppliers or subcontractors as this provides us with the flexibility
to evaluate and select suppliers and/or subcontractors who are able to give us work of a higher
quality at competitive prices.

None of the directors and substantial shareholders of the Target, or the Directors and substantial
shareholders of the Company, or the Proposed New Directors and Proposed New Executive
Officers or their respective associates has any interest, direct or indirect, in any of the above major
suppliers and subcontractors.

To the best of our knowledge and belief, we are not aware of any information or arrangement,

which would lead to a cessation or termination of our company’s current relationship with any of its
major suppliers.
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4.16.

To the best of our knowledge, as at the Latest Practicable Date, our company’s business and
profitability are not materially dependent on any one or more of our suppliers or subcontractors.
We have a list of different suppliers and subcontractors we work with and we do not rely on any
particular supplier or subcontractor.

To the best of our knowledge and belief, there is no arrangement or understanding with any
suppliers pursuant to which any of the Proposed New Directors and the Proposed New Executive
Officers were appointed.

Credit Management
Credit policy for our customers

As explained in Section 4.2 titled “Business Process - Certification and payment for works done”
of this Target’s Letter to Shareholders, we submit our progress payment applications to our
customers on a monthly basis in accordance with the terms of the relevant contract, which sets
out the amount of work done and the corresponding value of such work that can be claimed. Our
customers will issue a progress certificate certifying the works completed and payment amount
due. We will issue a formal invoice to our customer upon receipt of the progress certificate. This
normally takes around 21 days after the initial progress payment application has been submitted.
We typically allow credit terms of 30 days from the date of invoice to our customers.

We manage our credit exposure and mitigate our credit risks by conducting a preliminary
assessment of a project including credit evaluations and background checks prior to submitting our
tender or quotation. Factors we consider in our credit assessment of a customer include the credit
worthiness of the customer, as well as the customer’s reputation, capital, financial condition and
capacity. We also manage our credit exposure through regular invoicing and managing the amount
outstanding from each customer.

We monitor overdue payments closely and determine, on a case-by-case basis, what follow-up
actions to take, after engaging with the customer concerned and determining the reason for the
overdue payment. If efforts to collect outstanding overdue payments within a reasonable time
period are unsuccessful and there are reasonable grounds to believe that the debt is doubtful, we
will initiate appropriate legal action within the limitation periods to recover any debt due.

We did not make any allowances for doubtful trade debts during the Period Under Review as we
did not experience significant difficulties in collecting our trade receivables.

During the Period Under Review, the turnover days of our trade receivables (excluding retention
receivables) (“AR”)" were as follows:

FY2019 FY2020 FY2021 8M2022

AR turnover days® 22 28 400 28

Notes:

(1)  The AR turnover days do not include the retention sums as the retention sums will be held for the duration of the
defect liability period. As at the Latest Practicable Date, the aggregate retention receivables outstanding and due is
approximately S$57,000. This represents sums that have not been paid notwithstanding that the defect liability period
is over. In general, our customers retain 10% of each interim progress payment as retention money (up to 5% of the
total contract sum), of which 50% will be released to us upon completion and issuance of a completion certificate and
the balance on the expiry of the defect liability period. Should retention sums be included, the AR turnover days would
have been 69 days, 71 days, 73 days and 60 days respectively for FY2019, FY2020, FY2021 and 8M2022.

(2) AR turnover days = 365 days / AR turnover ratio, where AR turnover ratio = revenue / financial year end or period end
AR.

(3) AR turnover days increased from 28 days in FY2020 to 40 days in FY2021 due to a higher proportion of projects
being certified and invoiced.
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Credit terms granted by our suppliers and subcontractors

Payment terms granted by our suppliers and subcontractors are dependent, inter alia, on our
relationship with our suppliers and subcontractors as well as the size of the transactions. Generally,
our suppliers and subcontractors grant us credit terms ranging from 30 to 90 days from the date of
the invoice.

Our trade payables (excluding retention payables) (“AP”)") turnover days during the Period Under
Review were as follows:

FY2019 FY2020 FY2021 8M2022

AP turnover days® 133 112 91 730

Notes:

(1) In general, we retain 10% of each interim progress payment as retention money (up to 5% of the total contract sum),
of which 50% will be released to the subcontractors upon completion and issuance of a completion certificate and the
balance on the expiry of the defect liability period.

(2) AP turnover days = 365 days / AP turnover ratio, where AP turnover ratio = cost of sales / the relevant financial year
or period end AP.

(3) Our AP turnover days decreased from 133 days in FY 2019 to 73 days in 8M2022. The decrease is mainly

attributable to shorter credit terms offered by suppliers and subcontractors following the labour shortage in the
construction industry leading to them having higher bargaining power when negotiating credit terms.

Properties and Fixed Assets
Properties owned by the company

As at the Latest Practicable Date, our company owns the following leasehold property (the
“Property”):

Approximate

Gross Land
Lessee Lessor Location Tenure Area (m?) Usage
Lincotrade & JTC 39 Sungei 30 years from  4,047.1 Processing facility,
Associates Pte Ltd Corporation Kadut Loop 1 March 1995 office and workers’
Singapore to 28 February dormitory

729494 2025

The interest in the above Property is mortgaged to Maybank Singapore Limited (“MBB SG”) to
secure facilities granted by MBB SG.

The lease agreement in respect of 39 Sungei Kadut Loop, Singapore 729494 may be unilaterally
terminated by the lessor under certain conditions as set out in the lease agreement including the
failure to rectify any breaches of the lease agreement within 3 months from the date of written
notice of the lessor and any seizure or sale made in respect of the property. As at the Latest
Practicable Date, we are not aware of any breach by our company of any obligations under the
abovementioned lease agreement that would result in its termination by the lessor.

We are of the view that any unilateral termination by the lessor is unlikely to have a material impact
on our business or operations as we believe we will be able to secure alternative premises in the
event of such termination.

Save for the above, we do not own and have not leased or licensed any properties as at the Latest
Practicable Date.
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4.18.

4.19.

As the lease of the Property will expire on 28 February 2025, we have started discussions with
JTC Corporation on the potential options for relocation to a larger facility, subject to suitable
premises becoming available and cost considerations. We will make an announcement via
SGXNET in a timely manner upon procurement of a new lease for our processing facility, office and
workers’ dormitory.

Other fixed assets

Other fixed assets comprise mainly computer and software, office equipment, machinery and
equipment, furniture and fittings and motor vehicles.

As at the Latest Practicable Date, none of our properties and fixed assets was subject to any
mortgage, pledge or other encumbrances or otherwise used as security for any bank borrowings,
save for the Property as disclosed above and a number of our motor vehicles which are subject to
hire purchase agreements. Details of the hire purchase agreements are set out in Section 12 titled
“Capitalisation and Indebtedness” of this Target’s Letter to Shareholders.

Save as disclosed in Section 9 titled “Government Regulations” of this Target's Letter to
Shareholders, as at the Latest Practicable Date, to the best of our knowledge and belief, there
are no regulatory requirements or environmental issues that could materially affect our company’s
utilisation of the Property and fixed assets.

Research and Development

We do not engage in any research and development activities and have not incurred any research
and development expenses during the Relevant Period as the nature of our business does not
require us to do so.

Licences, Permits, Registrations and Approval

Our business activities are located in Singapore, and we are subject to applicable laws, regulations
and rules of the various government agencies in Singapore governing the construction industry, of
which we are a subset of. These laws, regulations and rules require us to possess various licences
or approvals.

As at the Latest Practicable Date, our company holds the following licences, permits, registrations
and approvals:

Approvals / Registrations / Issuing Financial Tendering Validity
Licences Authority Grade Limits Period
CWO01 (Construction — BCA C1 Up to S$5.0 million 1 May 2024
General Building) as at 1 July 2022
to 30 June 2023

CRO06 (Interior Decoration & BCA L6 Unlimited 1 May 2024
Finishing Works)
General Builder Licence BCA - Unlimited 16 June 2024
Class 1
bizSAFE STAR Certificate Workplace Safety - - 25 September

and Health Council 2023

under the Ministry
of Manpower

Planning permission for Urban - - 8 February 2023
continued use of the Redevelopment
Property as a temporary Authority

ancillary workers’ dormitory
for 15 workers
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4.20.

We will renew and update the above licences and accreditations prior to their respective expiry
dates and we are of the opinion that we will not face any difficulties in applying for the new licences
on terms acceptable to us.

As at the Latest Practicable Date, we have all the necessary licences and permits to carry on
our business and are in compliance with the conditions of the licences and applicable laws and
regulations that would materially affect our business operations.

To the best of our knowledge and belief, there are at present no facts or circumstances which
would cause such licences and permits to be suspended, revoked or cancelled, as the case may
be, or for any renewal of any of these licences to be rejected by the relevant authorities. Save
in respect of certain standard documents which are required by the BCA to be provided upon
application to renew our licences or registrations, such as our audited financial statements, proof
of completed contract value and award documents, we have not been subject to inspection, audit
or review by the BCA or other regulatory bodies during the last 10 years, and there have not been
any findings by the BCA or any other regulatory bodies made or rectification measures which we
had to take out in relation to the above licences during the last 10 years.

Please refer to Section 9 titled “Government Regulations” of this Target’s Letter to Shareholders for
more information on the material laws, regulations and guidelines applicable to our company.

Insurance

As at the Latest Practicable Date, we have taken out the following insurance policies to cover, inter
alia, the risks relating to our business operations, human resources and fixed assets:

(@) industrial all risks insurance;

(b)  contractors’ all risks insurance;

(¢)  keyman insurance;

(d) fire insurance;

(e)  medical insurance and foreign workers’ medical insurance;

() group personal accident insurance;

(g)  group hospital insurance;

(h)  motor insurance;

(i) workmen injury compensation insurance; and

() public liability insurance.

Each of the aforementioned insurance policies is renewable annually. We believe that we have
sufficient insurance coverage in accordance with industry standards and business practices.

Depending on our expansion plans and growth in operations, we may increase our insurance
coverage where necessary.
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4.22,

Corporate Social Responsibility

We recognise the importance of corporate social responsibility for our long-term sustainability.
As part of our sustainability strategy, we are committed to implementing environmentally friendly
policies to reduce our carbon footprint and environmental impact on the environment, climate and
community. In recent years, we have employed the use of environmentally friendly materials, such
as laminate and veneer made from reconstructed or recycled material, in our projects including our
doors to reduce lumbering of forests. In February 2016, we were awarded the Singapore Green
Label by the Singapore Environmental Council for our Wooden Panel Doors which are made from
renewable and sustainable materials. Since then, the Singapore Green Label has been continually
renewed and it is currently valid from 18 February 2022 to 17 February 2024. We intend to build on
and enhance these environmentally friendly strategies as part of our corporate social responsibility.

We also recognise the importance of giving back to the community and have made donations to
various organisations and associations, including the Mouth and Foot Painting Artists, NKF, Lions
Club of Singapore (Khatib Mandarin) and Promisedland Community Services Lifeblood Centre.

We will disclose our corporate social responsibility policies with reference to the SGX-ST’s Guide to
Sustainability Reporting for Listed Companies, and the Proposed New Directors intend to establish
a corporate social responsibility policy which will formally address the Enlarged Group’s impact on
the local community.

Prior Listing Attempt by the Target

We intended to seek a listing on the Growth Enterprise Market (“GEM”) board of the Stock
Exchange of Hong Kong in 2019 (“Proposed HK IPO”) and engaged relevant professionals to
assist us in preparing the listing application. Preparations for the application commenced in late
2018 but were aborted around mid-2019 due to uncertain market conditions resulting from the anti-
extradition bill protests which took place from March 2019 to early 2020, followed by the onset of
the COVID-19 pandemic. No application or consultation was formally made to the Stock Exchange
of Hong Kong. Save for the Proposed HK IPO, we have not approached or engaged any other
sponsor or issue manager to sponsor a listing application in the last five (5) years.

INDUSTRY OVERVIEW

The Company has commissioned Converging Knowledge Pte Ltd (“Converging Knowledge”),
an independent research firm based in Singapore with offices in Malaysia and Hong Kong, to
conduct an independent market research on the interior fitting-out works industry in Singapore
(the “Industry”). Converging Knowledge’s report sets out research and data, inter alia, on: (a)
an overview of the Industry; (b) major trends in the Industry; (¢) the market size and competitive
landscape of the Industry; and (d) prospects in the Industry for the years 2022 to 2025 (the
“Industry Report”).

Converging Knowledge’s research is conducted through a combination of primary and desktop
(published resources) research. Primary research involved discreet interviews tapping on the
knowledge, experience and opinions of relevant companies, industry associations, technical
institutions, government bodies and academic institutions. Desktop research included but was
not limited to a review of local newspapers, news wires and agencies, leading industry and trade
publications, websites of regulator authorities as well as relevant government agencies, and
websites of companies.

Unless expressly stated below, all the information and data presented in this Section titled “Industry

Overview” and the Section titled “Prospects” are extracted from the Industry Report prepared by
Converging Knowledge.
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Shareholders and prospective investors should note that information relating to the Industry
Report set out in this Section and elsewhere in this Circular has been provided by Converging
Knowledge. While we have taken reasonable action to ensure that information from the Industry
Report has been extracted in their proper form and context, and that such statements have been
extracted accurately and fairly from the Industry Report, we have not conducted an independent
review of the content or independently verified the accuracy and correctness thereof. Shareholders
and investors should also be aware that since the date of the Industry Report, there may have
been changes in the Industry and the various Sections therein which could affect the accuracy or
completeness of the information in this Section.

The Industry’s Structure

The Industry focuses on the tail end of the construction and the addition/alteration process of
buildings. Types of interior fitting-out works (“IFOW”) generally include the manufacture and/
or installation of ceiling, carpentry, joinery, plastering, floor finishing, woodworks, steel and metal
works, painting works, sanitary fittings and wares, MEP (which also includes air conditioning,
heating, electrical, low voltage cabling, information technology, and audiovisual works), and minor
structural works such as staircase, amongst others. Like the construction industry, engineering
design capability, market know-how and skills are commonly applicable in the Industry. IFOW
players that are capable of delivering solutions and associated works, such as MEP works, are
often preferred by customers in Singapore, and such players are often more involved in the
master planning of the entire projects, which increases the possibility of securing contracts. Each
project requires a significant amount of coordination, management, and arrangement with multiple
stakeholders, and involves various construction-related and design professionals, suppliers and
skilled workers for installations to be carried out.

The Industry in Singapore is made up of a broad and diverse group of players, each offering
different skill sets and competencies. The industry can be generally segmented by the type of
projects, comprising, mainly, commercial, industrial, residential, hospitality and entertainment, retail,
school, government, and hospitality/ healthcare. The type and scale of a project will determine
whether it requires a specific IFOW product/ service or a combination of multiple IFOW products/
services.

Competitive landscape of the Industry

The Industry in Singapore is a competitive and regulated industry with the number of players
exceeding 1,800 as licensed with BCA. While the sector appears to be fragmented, the number of
IFOW players that are able to undertake projects exceeding S$15 million in value constitutes less
than 3% of the total IFOW licensed players. Larger, more established IFOW players compete on
the basis of sound industry expertise, proven track record and experience, ability to customise and
meet specific requirements, and reputation. These are also amongst several of the factors for the
selection of IFOW players in any competitive project bids. Players that are able to provide a wider
range of services, without outsourcing, are often preferred due to higher cost efficiencies derived
from economies of scale from integrated operations, and less time needed to liaise with multiple
parties. As such, larger IFOW players are often licensed under several BCA workheads and have
in-house carpentry and MEP out-fit design capabilities.

There are some IFOW players that are better known to specialise in the interior fit-out of certain
portfolios such as hotels, retail establishments, or exhibitions. Likewise, there are several IFOW
players that offer highly specialised interior fit-out services such as design and build, and asset
enhancement services. However, established IFOW players offering services in these areas are few
in numbers. Most IFOW players are executors of the interior fit-out works.
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Major players in the Industry

Players in the Industry are required to be registered with BCA. In identifying the major players
in the industry, companies that are registered under BCA Workhead “CRO6-Interior Decoration &
Finishing Works” and with grading “L6”, the highest category, were shortlisted. Combing through
this list of registered companies, there are fewer than 30 players where IFOW is a core service
offered. A further cut off is made for companies with revenue above S$25 million for FYE2020. As
a result, thirteen (13) companies have been shortlisted and identified as the major players in the
Industry. The table below shows the list of major players and their respective segmented portfolios
and project competencies in Singapore.

Comparison of major players in the Industry®

Name of Company Govt Insti Indus Resi Com Infra Hos

Lincotrade & Associates Pte X X X X X X X
Ltd
Cheng Meng Furniture Group
(Pte.) Ltd. X X X s
Crown Construction Pte Ltd X X X X X X
D’ Perception Singapore Pte Ltd X X X X
DB & B Pte Ltd X X X
Facility Link Pte Ltd X X X X
ISG Asia (Singapore) Pte Ltd X X X
Ngai Chin Construction Pte Ltd
(aka Raffles Interior) X X X X i
QXY Resources Pte Ltd X X X X X X
Shanghai Chong Kee Furniture &
Construction Pte Ltd X X X X X
Sunray Woodcraft Construction X X X X X X X X
Pte Ltd
Tarkus Interiors Pte Ltd X X X X X X
W’Ray Construction Pte Ltd

Source: Compiled by Converging Knowledge

Notes:

(1) Information gathered from website and interviews with industry players

(2) ‘Govt = Government, Insti = Institutions and others, Indus = Industrial, Resi = Residential, Com = Commercial, Infra =
Infrastructures, Hos = Hospitality, Pdtn = Carpentry Production facilities
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Estimated market size of the Industry

The Industry in Singapore is estimated to be worth S$2.9-3.4 billion in 2021, an improvement
compared to 2020. By revenue, our company’s market share in 2021 was approximately
1.1%-1.3%.

Estimated Market Size of the Industry in Singapore, 2019-2021
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Trend Information

We have observed the following trends based on our operations as well as within the industries in
which the company operates, for the next 12 months from the Latest Practicable Date:

(@)

()

We expect demand for our interior fitting-out services to increase as a result of the expected
growth of the Industry and the construction industry at large. For further details, please refer
to the Section 5.3 titled “Prospects” of this Target’s Letter to Shareholders.

Overall construction costs, including the costs of raw materials, building products and other
supplies may rise due to disruptions to the supply chain caused by COVID-19 pandemic and
more recently, the war in Ukraine. Such events have led to inflation and a general increase
of cost of providing services. This may affect tender prices by market players, such as
ourselves, as companies try to cope with the increased cost structures while still remaining
competitive and maintaining an acceptable profit margin.

Our labour cost is expected to rise due to foreign worker policies having tightened over the
years in Singapore. Travel restrictions due to the COVID-19 pandemic have led to a shortage
of manpower further increasing manpower costs. While travel restrictions are gradually being
eased in Singapore and around the world, we expect that the costs of labour will continue to
increase in the near future.

Our overheads and other operating expenses are also expected to increase due to the
expenses incurred in connection with the Proposed Acquisition, and also in future financial
years to come due to the ongoing compliance costs of being a public listed company.

Save as disclosed in this Target's Letter to Shareholders and barring any unforeseen
circumstances, we are not aware of any other known trends, uncertainties, demands, commitments
or events that are reasonably likely to have a material effect on our revenue, profitability, liquidity or
capital resources, or that would cause the financial information disclosed in this Target's Letter to
Shareholders to be not necessarily indicative of our future operating results or financial condition.
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Prospects

Save as disclosed in Section 5.2 titled “Trend Information” of this Target's Letter to Shareholders,
barring any unforeseen circumstances, we believe that the demand for interior fitting-out services
in Singapore will likely rise in the next 12 months and beyond from the Latest Practicable Date, and
will present opportunities for growth for the following reasons:

(@)

Optimistic growth expected from the construction sector

The BCA projected construction demand (excluding Changi Airport Terminal 5 development
and Integrated Resorts expansion) to reach between S$25 billion and S$32 billion per
annum for the 2022-2025 period. The public sector will continue to lead the demand with
various public housing developments and large infrastructure and institutional building
projects such as Cross Island MRT Line (Phases 2 & 3), Downtown Line Extension to
Sungei Kadut, Singapore Science Centre relocation, Toa Payoh Integrated Development,
Alexandra Hospital redevelopment, and a new integrated hospital at Bedok. On the other
hand, private sector construction demand is projected to improve steadily, estimated
between S$11.0 billion and S$14.0 billion per annum in the next three years (2022-2025).

In the private residential segment, additional 47,097 units will be supplied from now to
beyond 2025. The number of private residential units expected to be completed in 2021 is
low, but will pick up significantly during 2022-2024. Commercial spaces (office and retail) are
expected to expand by over 1.1 million m? gross in the next five years, with more projects
added to the pipeline after 2021. In terms of industrial space, a total of nearly 4.93 million
gross floor area m? is expected to be completed from 2021 to 2025, and 4,962 m2 scheduled
for completion beyond 2025. Most of this pipeline (89.1%) will be under construction or
have received written permission from 2021 onwards, which shows a significant degree
of certainty of development and completion. In view of the expected development, IFOW
players will benefit from these projects.

Industry players hold a more optimistic view of the Industry in 2022 compared to the
previous years, thanks to strong government support in the construction industry as well as
a healthy pipeline of projects. Demand for public housing and healthcare and infrastructure
projects is anticipated to strengthen in 2022, driving total construction demand in 2022. As
the economy starts to pick up paces and recover, private sector demand is expected to
improve, particularly in the commercial segment. On the back of the medium-term project
pipeline, backlogs of remaining workloads impacted by the COVID-19 outbreak during 2020,
and improved business sentiments, the Industry is anticipated to expand in the next three
years. Growth in the Industry is estimated to reach up to 5.8% in 2022 and up to a CAGR of
4.3% for the 2023-2025 period.

Forecasted Market Size of the Industry

5.0
45
20 4.1
g 40 38 o P
S 36 [P— i 1 i |
235 L i | 1 ] | I
Q ‘ i 1 l 1 | 1
3.0 o e L e
29 29 29 29
25
2.0
2022F 2023F 2024F 2025F

Source: Converging Knowledge

A-32



APPENDIX A — LETTER TO SHAREHOLDERS FROM THE PROPOSED NEW BOARD

6.1.

(b) Strong government support aids growth of the construction industry

The Singapore government remains committed to helping the construction industry to
recover from the adverse impacts brought about by the COVID-19 pandemic. Below are
some examples of the assistance being provided by the government:

i. S$1.36 billion Construction Support Package to help construction firms defray some
of the costs associated with the safety management measures (to contain COVID-19),
as well as “non-manpower related prolongation costs for public sector construction
projects”;

ii. Support for manpower costs through the Jobs Support Scheme and Foreign Worker
Levy waivers and rebates;

iii. Rental waivers for tenants and lessees of government-owned properties for industrial,
office, and agricultural use;

iv. Sharing the risks for bridging loans to help qualifying Singapore-based companies
ease their cash flow; and

V. Legislative mechanisms to provide relief to construction firms such as the COVID-19
(Temporary Measures) Act, which requires project parties to fairly share the increases
in foreign manpower costs due to COVID-19.

In addition to the above measures, the Singapore government is also providing funding
support for the development and deployment of green technologies, and works with financial
institutions on the financing of energy efficiency retrofits. It remains committed to pursue its
sustainable development agenda under the Singapore Green Plan 2030. With the strong
support from the Singapore government, the construction industry will eventually recover,
with positive spill-over effects on the Industry.

(c) Healthcare, education and transportation projects

There are several key projects in the healthcare, education, and transportation industries
that are in the pipeline. In the healthcare industry, the MOH SGH Elective Care Centre
with the new National Dental Centre development projects are earmarked for construction.
Meanwhile, in the education space, there are private projects in the pipeline such as Lasalle
College of the Arts and the extension of the International French School. Lastly, major
projects in the transportation industry are also planned such as the Land Transport Authority
Integrated Transport Hub at Jurong East. These projects provide good prospects for IFOW
players to participate and showcase their capabilities.

BUSINESS STRATEGIES AND FUTURE PLANS

Our principal business objective is to further strengthen our market position and expand our
core business while exploring acquisitions, investments and other strategic alliances to diversify
our income sources. In furtherance of our business objective, we intend to pursue the following
business strategies and future plans:

Focusing on larger value projects

Being an established interior fitting-out service provider in Singapore, we plan to leverage on
our market position to take on larger value projects, such as hotels and commercial buildings, in
the near future. Such projects typically require more working capital and financing as compared
to residential and show flat projects. To this end, we may also need to expand our manpower
resources and increase our capital investments to keep up with the growth of our business and
maintain our service quality.
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6.2.

6.3.

6.4.

Strengthening our brand identity

We plan to further strengthen our brand identity in Singapore by increasing our networking efforts
through engagement with developers, main contractors and subcontractors.

Relocation and expanding our production facilities

We own a 4,047.1 m? leasehold property at 39 Sungei Kadut Loop Singapore 729494, which
houses our office, processing facility and workers’ dormitory. As the lease will expire on 28
February 2025, we have started discussions with JTC Corporation on the potential options
for relocation to a larger facility, subject to suitable premises becoming available and cost
considerations. This is to cater for an anticipated increase in the business volume in the future,
where we intend to increase our production and processing capacity by purchasing new machinery
and re-fitting our processing facilities. We plan to secure suitable premises in due course at the
appropriate juncture.

Exploring acquisitions, investments, strategic alliances and/or joint ventures

Depending on the market conditions and feasibility, we will explore acquisitions, investments,
strategic alliances and/or joint ventures with parties in complementary businesses in Singapore or
overseas, should suitable opportunities arise. We believe this will enable our company to expand
the scale of our business, enlarge our customer base, lower our operational risks, and/or increase
our range of services.

As at the Latest Practicable Date, we have not made any commitments or entered into any
agreements in relation to any acquisition, investment, strategic alliance or joint venture.

SHARE CAPITAL AND SHAREHOLDING STRUCTURE

As at the Latest Practicable Date, the issued and paid-up share capital of our company is S$1.5
million comprising 1,500,000 ordinary shares, issued and fully paid up. There is only one (1) class
of shares in the capital of our company, being ordinary shares. All ordinary shares carry the same
voting rights of one vote for every one ordinary share held. The rights and privileges attached to
the shares of our company are stated in the constitution of our company.

As disclosed in Section 2 titled “Overview Information of the Target” of this Target’s Letter to
Shareholders, our company was incorporated on 14 November 1991 with an authorised share
capital at the time of $$200,000 divided into 200,000 ordinary shares of S$1.00 each. At the time
of its incorporation, it had an issued and paid-up capital of S$50,000, divided into 50,000 ordinary
shares.

As at the Latest Practicable Date, all issued shares in our company are held by our directors (the
Vendors) and are not subject to any pledge, mortgage or any other form of encumbrance. There
are no shares that are held by or on behalf of our company.

As at the Latest Practicable Date, no person has been, or is permitted to be, given an option to
subscribe for or purchase any securities or securities-based derivatives contracts of our company.
As at the Latest Practicable Date, we did not operate, nor have we ever operated, any employee
share scheme, and there is no arrangement with any of our employees that involves the issue or
grant of options or shares or any other securities or securities-based derivatives of our company.

As at the Latest Practicable Date, the direct and indirect shareholdings in our company are as
follows:

Direct Interest

Vendors Number of Shares %
Tan Jit Meng 600,000 40
Soh Loong Chow Jackie 600,000 40
Tan Chee Khoon 300,000 20
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There has not been any significant change in the percentage ownership of the shares that each of
the Vendors holds in our company in the last 3 years prior to the Latest Practicable Date.

Upon Completion, our company will be a wholly owned subsidiary of the Company and the
Vendors will no longer hold any shares directly in our company.

As at the Latest Practicable Date, save as disclosed above, our company is not directly or indirectly
owned or controlled, whether severally or jointly, by any person or government.

As at the Latest Practicable Date, save for the Proposed Acquisition, there is no other arrangement
which may result in a change in control of our company after Completion.

There has not been any public takeover offer by a third party in respect of any of the shares of
our company or by our company in respect of the shares of another corporation or the units of
a business trust, which has occurred between the beginning of FY2021, being the most recently
completed financial year, and the Latest Practicable Date.

There have no changes in the share capital or significant changes in the ownership of the equity
interest of our company for the period of three (3) years prior to the Latest Practicable Date.

8. DIVIDENDS

As at the Latest Practicable Date, save as disclosed below, no dividends had been declared or
paid or declared but not paid by the company for FY2019, FY2020 and FY2021:

Dividends declared in respect of:
FY2019 (S$°000) FY2020 (S$’000) FY2021(S$’000)

750 400 1,100

Our company has paid out the dividends declared for FY2019 and FY2020. As at the Latest
Practicable Date, the dividends declared for FY2021 have not been paid. Our company’s intention
is that payment be made no later than December 2022. The payment of these dividends is
dependent on the financial position of our company and will be distributed only if our company
has cash in excess of its working capital requirements for its present requirements and for 18
months after the Completion, and is in compliance with Section 403 of the Companies Act. The
New Audit Committee shall monitor the financial position and cash flows of our company in this
regard. Notwithstanding that payment of such dividends may be made after the completion of the
Proposed Acquisition, the Company will not be entitled to such dividends and the dividends will be
paid to the shareholders of our company as at the date of declaration.

We currently do not have a fixed dividend policy. The form, frequency and amount of future
dividends on the Shares that the Proposed New Directors may recommend or declare in respect
of any particular financial year or period will be subject to the factors outlined below as well as any
other factors deemed relevant by the Proposed New Directors:

(a)  the level of our cash and retained earnings;

(b)  our actual and projected financial performance;

(c)  our projected levels of capital expenditure and expansion plans (if any);

(d)  our working capital requirements and general financing condition; and

(e) restrictions on payment of dividends imposed on us by our financing arrangements (if any).

The amount of dividends declared and paid by us in the past (as disclosed above) should not be
taken as an indication of the dividends payable in the future. No inference shall or can be made
from any of the foregoing statements as to our actual future profitability or ability to pay dividends
in any of the periods discussed. There can be no assurance that dividends will be paid in the future
or of the amount or timing of any dividends that will be paid in the future.
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9.1.

Subject to the New Constitution and in accordance with the Companies Act, the Company may
declare an annual dividend subject to the approval of Shareholders in a general meeting but
the amount of such dividend shall not exceed the amount recommended by the Proposed New
Directors.

The Proposed New Directors may also declare an interim dividend without the approval of the
Shareholders. The Company shall pay all dividends declared and approved by Shareholders out of
profits.

Information relating to taxes payable on dividends is set out in the Section titled “Exchange
Controls and Taxation” in this Circular.

GOVERNMENT REGULATIONS

We are subject to all relevant laws and regulations of Singapore and may be affected by policies
which may be introduced by the Singapore Government from time to time. We have identified the
following main laws and regulations (apart from those pertaining to general business requirements)
that materially affect our operations, the relevant regulatory bodies and the licences, permits and
approvals typically required for the conduct of our business.

The laws and regulations set out below are not exhaustive and are only intended to provide some
general information to the investors and are neither designed nor intended to be a substitute for
professional advice. Shareholders and prospective investors should consult their own advisers
regarding the implication of Singapore laws and regulations on our company.

We confirm that as at the Latest Practicable Date, our company has obtained all requisite
approvals and is in compliance with the relevant laws or regulations it is subject to and which are
material to our business operations.

Builder Licensing

The building and construction industry in Singapore is regulated by the BCA. The Building Control
Act (“BC Act’) and its subsidiary legislation set out the requirements for licensing of builders. All
builders carrying out building works where plans must be approved by the BC Commissioner, and
builders that work in specialist areas with a high impact on public safety (“Specialist Builder”),
require a builder’s licence since 16 June 2009 (a “Builder’s Licence”). The requirement applies to
both public and private construction projects.

Builders are licensed under two registers, namely the General Builder Register and the Specialist
Builder Register. Under the General Builder Register, there are two categories. Holders of the
General Builder Class 1 (“GB1”) licence are allowed to perform general building works of unlimited
value, while holders of the General Builder Class 2 (“GB2”) licence are allowed to perform general
building works of contract values of S$6 million or less.

For projects where an accredited checker (“AC”) is not required, holders of the GB1 or GB2 licence
can carry out all construction works, including the following specialist building works:

(a)  all specialist building works associated with minor specialist building works;
(b)  structural steelwork comprising fabrication and erection works for structures with a cantilever
length of not more than 3 metres, a clear span of less than 6 metres and a plan area not

exceeding 150 m?;

(c) pre-cast concrete work comprising casting of pre-cast reinforced concrete slabs or planks on
site; and

(d)  such other specialist building works as the Minister for National Development may, by
notification in the Gazette, declare to be minor specialist building works.
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For projects where an AC is required, holders of the GB1 or GB2 licence can carry out all
construction works except for 6 specialist building works as stipulated under the BC Act and the
Building Control (Licensing of Builders) Regulations 2008, namely:

(a) piling works;

(b)  ground support and stabilisation works;
(c) site investigation work;

(d)  structural steelwork;

(e) pre-cast concrete work; and

() in-situ post-tensioning work.

Under the Building Control Regulations 2003 (the “Building Control Regulations”), all structural
designs of building works are to be checked by an AC, except certain specified minor building
works under the Fourth Schedule of the Building Control Regulations, such as residential buildings
not exceeding three storeys involving structures that are not the subject to sub-paragraphs (b) to
(k) of the Fourth Schedule or shophouses not exceeding 3 storeys (where attic or basement floor
exceeding an area of 100 m? shall be considered as a storey).

Every Builder Licence granted will (unless earlier revoked) be valid for the period specified therein,
being not more than 3 years. An application for the renewal of a licence must be submitted online
to the BCA no later than 1 month before the date of expiry of the licence and accompanied by a
renewal fee. A licence may be renewed for such period determined by the BC Commissioner on
receipt of a renewal application.

The following requirements must be fulfilled for the grant of a Builder’s Licence:

(a)  Appointment of an approved person. The approved person will take charge and direct the
management of the business in building works. For a company, the approved person should
be a director, a member of the board of management, or an employee (being a person with
similar duties and responsibilities of a director or member of its board of management), each
of whom meets the requisite qualification and experience.

(b)  Appointment of a technical controller. The technical controller will oversee the execution and
performance of any building works undertaken by the builder. For Specialist Builders, the
technical controller must possess a civil or structural engineering degree from a recognised
institution.

()  Minimum paid-up capital. Not less than S$300,000 for a GB1 licence and not less than
S$$25,000 for a GB2 licence or Specialist Builder licence.

(d)  Payment of licencing fees ranging from S$1,200 to S$1,800 for the licence period.

Licensed builders holding a GB1 licence must deploy a prescribed minimum number of
construction personnel registered under the Construction Registration of Tradesmen Scheme
(“CoreTrade”) administered by the BCA in their projects valued S$20 million or more (inclusive of
GST). Workers eligible for registration include locals and suitable longer-staying and experienced
foreign workers working in the construction industry in Singapore. Eligible workers must possess
relevant qualifications, attend a prescribed familiarisation course and pass a skills assessment.

As at the Latest Practicable Date, our company is a registered holder of a General Builder Licence
Class 1 pursuant to the BC Act which is valid until 16 June 2024.
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9.2.

Contractors Registration System

In addition to the Builder’s Licence, registration under the Contractors Registration System
maintained by the BCA is a pre-requisite to carrying out construction projects (as main or sub-
contractor) in the Singapore public sector. There are seven (7) major categories of registration:
Construction (CW); Construction Related (CR); Mechanical and Electrical (ME); Facilities
Management (FM); Trade Heads for sub-contractors (TR); Regulatory Workhead (RW); and Supply
(SY).

These seven major categories are further sub-classified into 65 workheads. Each major category of
registration has assigned grades that correspond with tendering limits and which are adjusted on
an annual basis.

A contractor’s grading is determined based on inter alia, its financial capability (for example,
net worth and paid-up capital, etc), the professional and technical expertise of its personnel,
management certifications (for example, ICQA, SAC Accredited 1ISO9001, 1ISO14001 and ISO
45001) and its track record in relation to completed projects. The validity for a first-time registration
is 3 years. Registrations will automatically lapse unless a renewal (for 3 years) is filed and
approved by the BCA.

As at the Latest Practicable Date, our company is registered with C1 grade in the CW01 Workhead
and L6 grade in the CR06 Workhead.

The CWO01 Workhead covers:

(a) all types of building works in connection with any structure, being built or to be built, for the
support, shelter and enclosure of persons, animals, chattels or movable property of any kind,
requiring in its construction the use of more than two unrelated building trades and crafts.
Such structure includes the construction of multi-storey car-parks, buildings for parks and
playgrounds and other recreational works, industrial plants, and utility plants;

(b)  A&A works on buildings involving structural changes; and

(c) installation of roofs.

For the period of 1 July 2021 to 30 June 2023, the respective tendering limits under the CWO01
Workhead are as follows:

Validity Period for Tendering Limit (S$ million)

Tendering Limits A1 A2 B1 B2 ct c2 c3
1 July 2021 to 30 June | unlimited 95 45 15 4.5 1.5 0.75
2022

1 July 2022 to 30 June | unlimited 105 50 16 5.0 1.6 0.8

2023

The CR06 Workhead covers interior design, planning and the decoration of buildings. This includes
ceiling panels, partitions, built-in fitments, raised floor works, plastering and tiling. For the period of
1 July 2021 to 30 June 2023, the respective tendering limits under the CW06 Workhead are:

Validity Period for Tendering Limit (S$ million)

Tendering Limits Single L6 L5 L4 L3 L2 L1

1 July 2021 to 30 June | unlimited | unlimited 15 7.5 4.5 15 0.75
2022

1 July 2022 to 30 June | unlimited | unlimited 16 8 5 1.6 0.8
2023
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9.3.

9.4.

Building Control Regulations 2003

Under Section 5(1) the BC Act, an application for approval of plans of any building works shall
be made to the BC Commissioner by the developer of those building works. An application for
approval of the plans of any building works shall be accompanied by, among others, the name and
particulars of the appropriate qualified person, who is either a registered architect or a professional
engineer (“Qualified Person”), whom the developer or builder of the building works has appointed
to prepare the plans of those building works. The plans of the building works have to be prepared
in accordance with the Building Control Regulations and such other requirements as the BC
Commissioner may from time to time specify.

An application for a permit to carry out structural works must also be made jointly by the developer,
the Specialist Builder and the Qualified Person to the BC Commissioner in order to carry out
structural works.

Under the BC Act, a builder undertaking any building works shall, inter alia, ensure that the
building works are carried out under the supervision of the appropriate Qualified Persons and site
supervisors. They shall also undertake their building works in accordance with the BC Act, the
Building Control Regulations (where applicable), the relevant plans of the building works approved
by the BC Commissioner and supplied to him by the Qualified Person and any other terms or
conditions imposed by the BC Commissioner.

Under Section 23 of the BC Act, if the BC Commissioner is of the opinion that any building works
have been or are carried out in such a manner as (i) will cause, or will be likely to cause, a risk of
injury to any person or damage to any property, (ii) will cause, or will be likely to cause, or may
have caused a total or partial collapse of the building in respect of which the building works are
or have been carried out, any adjoining or other building or street or land; or (iii) will render, or will
be likely to render, or may have rendered the building in respect of which the building works are
or have been carried out, any adjoining or other building or street or land so dangerous that it will
collapse or be likely to collapse either totally or partially, he may, by order, direct the developer of
those building works to immediately stop the building works and to take such remedial or other
measures as he may specify to prevent the abovementioned situations from happening.

Employment Act

The Employment Act 1968 (the “Employment Act”) is the main legislation governing employment
in Singapore. It provides for the basic terms and conditions at work for employees in Singapore.
The Employment Act covers all employees under a contract of service, except seafarers, domestic
workers statutory board employee or civil servant. The terms and conditions of employment for
employees not covered by the Employment Act will be set forth in their respective employment
contracts governed under common law.

Provisions in the Employment Act about rest days, hours of work, annual leave and other
conditions of service under Part IV of the Employment Act only apply to:

(@) a workman (doing manual labour) earning a basic monthly salary of not more than S$4,500;
and

(b) an employee (other than a workman or a person employed in a managerial or an executive
position) who is covered by the Employment Act and earns a monthly basic salary of not
more than S$2,600.

From 1 April 2016, within 14 days from the start of employment, employers must issue key
employment terms in writing to employees who: (i) enter into a contract of service on or after 1
April 2016; (ii) are covered by the Employment Act and (iii) are employed for 14 days or more
under the contract. Key employment terms include, but are not limited to, the full name of employer
and employee, job title, main duties and responsibilities, start date of employment, duration of
employment, basic salary, fixed allowances, fixed deductions, overtime pay, leave, medical benefits,
probation period and notice period.
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9.5.

Every term of a contract of service which provides a condition of service less favourable to an
employee than any of the conditions of service prescribed by the Employment Act shall be illegal,
null and void to the extent that it is so less favourable.

The penalties for a breach of the provisions of the Employment Act are provided under the relevant
parts of the Employment Act. Further, under Section 112 of the Employment Act, any person who
is guilty of any breach or any offence under the Employment Act for which no penalty is otherwise
provided shall be liable on conviction to a fine not exceeding $5,000 or to imprisonment for a term
not exceeding 6 months or to both, and for a subsequent offence under the same Section to a fine
not exceeding $10,000 or to imprisonment for a term not exceeding 12 months or to both.

Employment of Foreign Workers in Singapore
Employment of Foreign Manpower Act

The Employment of Foreign Manpower Act 1990 (the “EFMA”) governs the employment of
foreign workers in Singapore. The availability and the employment cost of skilled and unskilled
foreign workers are affected by the government’s policies and regulations on the immigration and
employment of foreign workers in Singapore.

Under Section 5(1) of the EFMA, no person shall employ a foreign employee without a valid work
pass from the MOM. Any person who fails to comply with or contravenes Section 5(1) of the EFMA
shall be guilty of an offence and shall (a) be liable on conviction to a fine not less than S$5,000
and not more than S$30,000 or to imprisonment for a term not exceeding 12 months or to both,
and (b) on a second or subsequent conviction, in the case of an individual, be punished with a fine
of not less than S$10,000 and not more than S$30,000 and with imprisonment for a term of not
less than 1 month and not more than 12 months, or in any other case, be punished with a fine of
not less than $$20,000 and not more than S$60,000.

The MOM regulates the availability of the foreign workers to the construction industry through, inter
alia, the following policy instruments:

(a) approved source countries;

(b) quotas based on the man-year entitlements (“MYE”) in respect of workers from non-
traditional source (“NTS”) countries and the People’s Republic of China (the “PRC”);

(c)  the imposition of security bonds and levies;

(d) dependency ratio ceilings based on the ratio of local employee earning a local qualifying
salary (“LQS”) to foreign workers; and

(e) skill trade test requirement whereby the foreign worker will need to meet a basic skill
requirement before he can work in Singapore.

Source countries and regions

Construction companies may only employ foreign workers from these approved source countries:
Malaysia, the PRC, NTS countries (India, Sri Lanka, Thailand, Bangladesh, Myanmar and the
Philippines) and North Asian source (“NAS”) countries (Hong Kong, Macau, South Korea and
Taiwan).
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Prior approval

Construction companies must receive prior approval from the MOM for work permits of foreign
workers from NTS countries and the PRC. The prior approval will indicate the number of foreign
workers a company may bring in from NTS countries and the PRC. It also determines the number
of workers who can have their work permits renewed, or who can be transferred from another
company in Singapore. Prior approvals are given based on:

(@) the duration of the work permits applied for;

(b)  the number of full-time local workers employed by the company over the past 3 months as
reflected in the company’s Central Provident Fund contribution statements;

(¢)  the number of MYE allocated to the company (for NTS and PRC); and
(d)  the remaining number of the company’s quota for work permits.

S-pass

In relation to the employment of foreign mid-skilled technical workers, employers must ensure
that such persons apply for a S-pass. Application for S-pass is open for all nationalities but is still
subject to a foreign worker levy and quota.

The S-pass is intended for foreigners who (a) earn a monthly fixed income of at least $$2,500
(older, more experienced applicants require higher salaries to qualify); and (b) have degree
or diploma level educational qualifications (technical certificates, such as courses for qualified
technicians or specialists, can be considered provided that the certification includes at least 1 year
of full-time study) and years of relevant work experience.

Man-year entitlements

MYE is a work permit allocation system for employment of construction workers from NTS
countries and the PRC. MYE represents the total number of work permit holders a main contractor
may employ based on the value of the projects or contracts awarded by the developers or owners.
The allocation of MYE is in the form of the number of “man-years” required to complete a project. 1
man-year represents 1 year of employment under a work permit. Only the company that contracts
a project directly from the developer or owner (i.e., the main contractor) may apply for MYE, and
all levels of subcontractors must obtain their MYE allocation from their main contractors. A main
contractor's MYE will expire on the stated completion date of the relevant project.

Quota and levy

The dependency ratio ceiling for the construction industry is currently set at a ratio of 1 full-time
local worker earning the LQS to 7 foreign workers. A foreign worker is a work permit holder or
S-pass holder.

A Singaporean or Permanent Resident employee employed under a contract of service, including
the company’s director, is considered as:

(@) 1 local employee (1 LQS count) if they earn the LQS of at least $1,400 per month; and

(b) 0.5 local employee (0.5 LQS count) if they earn half the LQS of at least $700 to below
$1,400 per month.

This means that for every 1 LQS count, the Company can employ 7 work permit holders or
S-pass holders. Further, the number of S-pass holders a company can hire is capped at 18%
of the company’s total workforce in the construction sector. The quota for S-pass holders for the
construction sector will be reduced from 18% to 15% from 1 January 2023.
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From 1 January 2018, at least 10% of the work permit holders in the construction sector must be
higher-skilled (“R1”) before the employer can hire any new basic-skilled (“R2”) construction workers
or renew the work permits of existing R2 construction workers. From 1 January 2019, firms that do
not meet the 10% R1 minimum will not be able to hire or renew R2 construction workers and will
also have the work permits of any excess R2 construction workers revoked.

The employment of work permit holders is also subject to the payment of levies ranging from $300
to $950 per month, depending on their nationality, their skill level and whether they qualify for MYE
waiver.

Security bond

For each NAS, NTS or PRC construction worker whom an employer has successfully obtained
a work permit, a security bond of S$5,000 in the form of a banker's guarantee or insurance
guarantee is required to be furnished. The security bond must be purchased, and details of the
bond furnished to MOM before the worker arrives in Singapore. The bond should take effect on the
worker’s arrival date.

Required safety courses

Foreign workers in the construction sector must attend the Apply Workplace Safety and Health
in Construction Sites (previously known as the Construction Safety Orientation Course) before
their work permits can be issued. Employers must ensure that the foreign workers take the course
within 2 weeks of their arrival in Singapore (1 week from completion of the Stay-Home Notice). For
foreign workers who have failed the course, the employer must re-register them for the course as
soon as possible. If they fail to pass the course within 3 months of arrival, their work permit could
be revoked. When renewing a work permit, the foreign worker’s safety course certificate must be
valid for more than 1 month on the day of renewal. Otherwise, the work permit will not be renewed.
Foreign workers in the construction sector need to retake and pass the safety course once every
2 years if they have worked in the construction sector for 6 years or less and once every 4 years if
they have worked in the construction sector for more than 6 years.

Conditions of work permit

Employers must comply with the conditions of the work permits, such as the requirement to provide
acceptable accommodation for their foreign workers and registering foreign workers’ address and
mobile number information in the Online Foreign Workers Address Service. Other conditions of
work permit applicable to employers of foreign construction workers include, inter alia:

(a)  ensuring that the foreign worker performs only those construction activities specified under
Part V of the Fourth Schedule of the Employment of Foreign Manpower (Work Passes)
Regulations 2012 (the “Conditions” and the “EFMR” respectively);

(b)  not permitting the foreign worker to be employed by or contracted to any other person or
business to do work for that person or business (save as otherwise permitted under the
Conditions);

(c) providing safe working conditions for the foreign worker and taking such measures as are
necessary to ensure the safety and health of the foreign worker at work;

(d) purchasing and maintaining medical insurance with coverage of at least S$15,000 per
12-month period of the foreign worker's employment (or for such shorter period where the
worker’s period of employment is less than 12 months) for the foreign worker’s in-patient
care and day surgery except as the Controller of Work Passes (the “Controller”) may
otherwise provide by notification in writing. Where the employer purchases group medical
insurance policy for its foreign workers, the employer will not be considered to have satisfied
the obligation under this condition unless the terms of the employer’s group medical
insurance policy are such that each and every individual foreign worker is concurrently
covered to the extent as required;
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(e) purchasing and maintaining work injury compensation insurance for the foreign workers (as
further detailed in Section 9.11 below); and

(f) ensuring that the foreign worker has acceptable accommodation. Such accommodation must
be consistent with any written law, directive, guideline, circular or other similar instrument
issued by any competent authority.

While we aim to comply with the EFMA and the EFMR at all times, there can be instances of non-
compliance due to inadvertent oversight. As set out at Section 4.22 titled “Prior Listing Attempt
by the Target” of this Target's Letter to Shareholders, we attempted to list on the GEM board of
the Stock Exchange of Hong Kong in 2019. While preparing for the Proposed HK IPO, we were
advised that there may have been some non-compliance with certain conditions of the S Pass
of one of our foreign employees who was employed by us from 2009 to 2018. The potential non-
compliance arose from a number of sub-contracts we awarded to the foreign employee during his
employment concerning the supply of labour for the installation of joinery and carpentry works.
The foreign employee provided the sub-contracting services during his employment as he had
the capability to source for and manage workers for the projects. The foreign employee was
remunerated in this regard. To be clear, such remuneration exceeded the minimum remuneration
requirements for S Pass holders. The sub-contracting arrangement with the foreign employee
may have been in breach of certain regulatory conditions applicable to S Passes as set out in the
Fifth Schedule of the EFMR. Upon discovery of such potential non-compliance, we promptly took
remedial action by terminating the foreign employee’s employment and cancelled his S Pass on the
same day on 12 October 2018.

In connection with this, our legal advisers, Solitaire LLP, have issued a legal opinion regarding
our potential liability under the EFMR and EFMA. Based on Solitaire LLP’s legal opinion, we
understand and note that Solitaire LLP is of the view that:

(@) Notwithstanding that remedial action has been taken, the Controller is empowered under
the EFMA to inquire into and determine whether our company has committed a prescribed
infringement under the EFMA.

(b) Under Section 25(2) of the EFMA, the penalty for non-compliance of any regulatory
condition of the S Pass is a financial penalty not exceeding S$10,000, with the amount to be
determined by the Controller.

()  Under Section 25E(1) of the EFMA, the officers of the employer may also possibly be held
liable to the prescribed penalties and be subject to the same maximum financial penalty of
S$$10,000.

(d)  Further, the employer may be held liable for abetting the prescribed infringement under
Section 25(2) read with Section 25F of the EFMA. In the case of abetment, Section 25F(1)
of the EFMA provides that the potential financial penalty to be imposed is likewise the
maximum of the prescribed penalty under Section 25(2) which is $$10,000.

(e)  From experience, the financial penalty will more likely be a fraction of the maximum financial
penalty to be imposed (if such a penalty is in fact imposed). This takes into consideration
factors including the fact that our company has no prior antecedents and has never faced
any investigations or regulatory action by authorities including MOM.

() The Controller may also direct the employer to take action in respect of the contravention.
As at the Latest Practicable Date, there have been no investigations or regulatory action taken

against our company or our officers for any contravention in relation to the sub-contracting
arrangement with the foreign employee.
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We have since have taken rectification measures to prevent a recurrence of similar non-
compliance. Such measures include only awarding sub-contracts to ACRA-registered entities,
ensuring that our company retains all records of our foreign workers’ work passes and reviewing
the conditions of the relevant work passes to make sure that the conditions are adhered to at all
times. We believe that the implemented measures are effective in preventing the future recurrence
of similar non-compliance by the Enlarged Group. Please refer to the Section titled “Risk Factors”
for more information on the possible implications on our company in relation to our employment of
foreign manpower due to the above instance of non-compliance.

As at the Latest Practicable Date, save as disclosed above, we are compliant with, and have never
been found to be in contravention of the applicable law in relation to the employment of foreign
manpower, including the EFMA and the EFMR.

Central Provident Fund Act

The Central Provident Fund (“CPF”) system is a mandatory social security savings plan funded by
contributions from employers and employees. The Central Provident Fund Act 1953 (“CPF Act’)
obligates an employer to make CPF contributions for all employees who are Singapore citizens or
permanent residents in Singapore under a contract of service. CPF contributions do not apply to
foreigners holding employment passes, S-passes or work permits.

CPF contributions are required for both ordinary wages and additional wages up to the annual
ceiling at the applicable prescribed rates which vary based on monthly wages and the age of the
employee. An employer must pay both the employer’s and employee’s shares of the monthly CPF
contributions for employees who are Singapore citizens or Singapore permanent residents. CPF
contributions are due at the end of the month and an employer has a grace period of 14 days
to make payment. An employer may recover the employee’s share of CPF contributions through
deductions from salary payments. For failure to comply with the CPF Act, an employer may be
liable to pay late payment interest charged at 18% per annum (1.5% per month), starting from the
first day of the following month after the contributions are due. The minimum interest payable is
S$5 per month. If convicted of an offence under the CPF Act, the employer may also be liable to
a fine not exceeding $$5,000 and no less than $1,000 per offence or to imprisonment for a term
not exceeding six months or to both; and if that person is a repeat offender in relation to the same
offence, to a fine not exceeding S$10,000 and no less than $2,000 per offence or to imprisonment
for a term not exceeding 12 months or to both.

Environmental Laws and Regulations
Environmental Protection and Management Act

The Environmental Protection and Management Act 1999 of Singapore (“EPMA”) provides for the
protection and management of the environment and regulates air pollution, water pollution, land
pollution and noise control.

Under Section 14 of the EPMA, the principal contractor with control of a construction site may not
use combustible materials or fuel burning equipment in restricted areas. A breach of Section 14
constitutes an offence under the EPMA and is punishable on the first conviction with a fine not
exceeding S$20,000 and a further fine not exceeding S$1,000 for every day or part thereof during
which the offence continues after conviction; and on a second or subsequent conviction with a fine
not exceeding S$50,000 and a further fine not exceeding S$2,000 for every day or part thereof
during which the offence continues after conviction.

Under Section 15 of the EPMA, the principal contractor with control of a construction site may
not cause the discharge of trade effluent, oil, chemical, sewage or other polluting matters into any
drain or land. A breach of this provision constitutes an offence under the EPMA and is punishable
under Section 17 of the EPMA on the first conviction with a fine not exceeding S$50,000 or to
imprisonment for a term not exceeding 12 months or to both, and on a second or subsequent
conviction with both imprisonment for a term of not less than one month and not more than 12
months and a fine not exceeding S$100,000.
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Environmental Protection and Management (Noise Control) Regulations

The Environmental Protection and Management (Noise Control) Regulations (Cap. 94A, Section
77) (“Noise Control Regulations”) requires the owner or occupier of any construction site to
ensure that the level of noise emitted from the construction site does not exceed the prescribed
levels, and prohibits construction work less than 150 metres from any hospital, home for the aged
sick or residential building during certain prescribed periods. Failure to comply with the Noise
Control Regulations constitutes an offence and shall be liable on conviction to a fine not exceeding
S$40,000 and to a further fine not exceeding S$1,000 for every day or part thereof during which
the offence continues after conviction.

Environmental Protection and Management (Boundary Noise Limits for Factory Premises)
Regulations

The Environmental Protection and Management (Boundary Noise Limits for Factory Premises)
Regulations (Cap. 94A, Section 77) (“Factory Noise Regulations”) requires the owner or occupier
of factory premises to ensure that the noise levels emitted from its premises do not exceed the
maximum permissible noise levels set out in the Factory Noise Regulations. Failure to comply with
the Factory Noise Regulations constitutes an offence and such offender shall be liable on the first
conviction to a fine not exceeding S$5,000 and to a further fine not exceeding S$200 for every day
or part thereof during which the offence continues after conviction, and on a second or subsequent
conviction to a fine not exceeding S$10,000 and to a further fine not exceeding $300 for every day
or part thereof during which the offence continues after conviction.

Environment Public Health Act

The Environment Public Health Act 1987 (“EPHA”) regulates matters relating to environmental
public health, such as the disposal and treatment of industrial waste, and the prevention of public
nuisance.

Under Part V of the EPHA, public nuisances are liable to be dealt with by way of a nuisance order
on the person causing the nuisance, or the owner/occupier on whose premises the nuisance
arises. Public nuisances include, among others, construction sites or factory sites that are in a state
that is a nuisance or injurious or dangerous to health, or the production of dust, fumes, vapours
or smells that amount to a nuisance or are injurious or dangerous to health. The nuisance order
may require, among others, works to be executed or things to be done to abate or prevent the
nuisance, or stoppage of the work causing the nuisance. The failure to comply with a nuisance
order constitutes an offence under the EPHA and is punishable on a first conviction with a fine not
exceeding S$10,000 and a further fine not exceeding S$1,000 for every day or part thereof during
which the offence continues after conviction, and on a second or subsequent conviction with a fine
not exceeding $S$20,000 or imprisonment for a term not exceeding 3 months or to both, and with a
further fine not exceeding S$1,000 for every day or part thereof during which the offence continues
after conviction.

Control of Vectors and Pesticides Act

The Control of Vectors and Pesticides Act 1998 (“CVPA”) governs, among others, the destruction of
vectors and the control of vector-borne diseases. The CVPA prohibits the creation of any condition
favourable to the propagation or harbouring of vectors. Where it appears to the Director-General
that any premises is or may become favourable to the propagation or harbouring of vectors,
the Director-General may make an order to the owner or occupier of such premises to, among
others, commence vector control work or other specified measures. Failure to comply with such
an order is an offence under the CVPA and is punishable with a fine not exceeding S$20,000 or
with imprisonment for a term not exceeding 3 months or with both, and in the case of a second
or subsequent conviction, with a fine not exceeding S$50,000 or with imprisonment for a term not
exceeding 6 months or with both.
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Workplace Safety and Health Measures
Workplace Safety and Health Act

Under the Workplace Safety and Health Act 2006 of Singapore (“WSHA”), every employer must
take such measures as are necessary and reasonably practicable to ensure the safety and health
of its employees at work. These measures include:

(a) providing and maintaining a work environment that is safe, without risk to health, and
adequate as regards facilities and arrangements for the employees’ welfare at work;

(b) taking adequate safety measures concerning machinery, equipment, plant, article or process
used by the employees;

(¢) ensuring that employees are not exposed to hazards arising out of the arrangement,
disposal, manipulation, organisation, processing, storage, transport, working or use of things
in their workplace, or near their workplace and under the control of the employer;

(d)  developing and implementing procedures for dealing with emergencies; and

(e) ensuring that employees have adequate instruction, information, training and supervision for
them to perform their work.

The Workplace Safety and Health (Construction) Regulations 2007 of Singapore sets out specific
duties of an occupier of a worksite that include appointing a workplace safety and health co-
ordinator for every worksite stipulated under the regulations to:

(a) assist the occupier of the worksite to identify any unsafe condition in the worksite or unsafe
work practice which is carried out in the worksite; and

(b) recommend to and assist the occupier of the worksite to implement such reasonably
practicable measures to remedy the unsafe condition or unsafe work practice.

The Workplace Safety and Health (General Provisions) Regulations 2007 also impose specific
duties on employers. These duties include taking effective measures to protect employees from the
harmful effects of exposure to infectious agents and biohazardous materials.

Demerit Point Scheme

The MOM has also implemented a demerit point system for the construction sector. All main
contractors and subcontractors will be issued demerit points for breaches under the WSHA and
its subsidiary legislation. Under the single-stage demerit point system, the number of demerit
points depends on the severity of the infringement. Demerit points for a contractor are calculated
by adding the points accumulated from all the worksites under the same contractor. Contractors,
including all main and subcontractors, that accumulate a pre-determined number of demerit points
within an 18- month period, will be debarred from employing foreign workers. Contractors issued
demerit points will be informed by the MOM in writing. The list of contractors with any demerit
points will also be made publicly available on the MOM website.

Foreign Employee Dormitories Act

The Foreign Employee Dormitories Act 2015 (“FEDA”), regulated by the MOM, provides a
regulatory framework for the provisions of facilities and amenities and the delivery of services to
residents of foreign employee dormitories who are foreign workers by providing for the licensing of
operators of such dormitories, certain minimum accommodation standards and the promotion of
the sustainability of and continuous improvements in the provisions of services to foreign workers
who are residents of such dormitories.
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The FEDA is not applicable to our company as we do not house more than 1,000 foreign workers
in the dormitory section of our processing facility. Nevertheless, our dormitory which houses a
total of 15 foreign workers adheres to the minimum standards prescribed by FEDA such as the
maximum number of residents per dormitory room, availability of en-suite toilet per room, and the
segmentation of communal facilities such as cooking, dinning and laundry facilities for each floor of
the dormitory.

Building and Construction Industry Security of Payment Act

The Building and Construction Industry Security of Payment Act 2004 of Singapore (“BCISPA”),
regulated by the BCA, confers a statutory entitlement to progress payments on any person who
has carried out any construction work or supplied any goods or services under a contract. The
BCISPA also contains provisions relating to, inter alia, the amount of progress payment to which
a person who has carried out any construction work is entitled under a contract, the valuation of
the construction work carried out and the date on which a progress payment becomes due and
payable (even where a construction contract does not provide for such date).

Workmen’s Compensation
The Work Injury Compensation Act

The Work Injury Compensation Act 2019 (“WICA”), which is regulated by the MOM, applies to
all employees (with the exception of those set out in the Third Schedule of the WICA) who have
entered into or works under a contract of service or apprenticeship with an employer, in respect
of injury suffered by them in the course of their employment and sets out, inter alia, the amount of
compensation they are entitled to and the method(s) of calculating such compensation. The WICA
provides that if in any employment personal injury by accident arising out of and in the course
of the employment is caused to an employee, the employer shall be liable to pay compensation
in accordance with the provisions of WICA. The WICA does not cover self-employed persons or
independent contractors.

The WICA further provides, inter alia, that, where any person (referred to as the principal) in the
course of its business or for the purpose of his trade or business contracts with any other person
(referred to as the contractor) for the execution by the contractor of the whole or any part of any
work, or for the supply of labour to carry out any work, undertaken by the principal, the principal
shall be liable to pay to any employee employed in the execution of the work any compensation
which he would have been liable to pay if that employee had been immediately employed by the
principal.

Several key changes to WICA have taken effect from 1 September 2020, which include, inter alia:
(a) changes in compensation and medical expenses limits;
(b) expansion of the scope of compensation to include light duties;

(c) increase of the salary threshold for non-manual employees requiring work injury
compensation insurance; and

(d)  addition of the employers’ obligation to report any instances of leave arising from work injury,
including light duties.
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Work Injury Compensation Insurance

Pursuant to Section 23 of WICA, an employer needs to get work injury compensation (“WIC”)
insurance for all employees doing manual work, as well as all employees earning S$2,600 or less
a month, for both local and foreign employees. From 1 January 2021, all WIC insurance policies
must be issued by a designated insurer, and must comply with the MOM’s compulsory terms.
The employer may not defray or partly defray the costs of insurance by deducting a sum from the
earnings of the employee in his employment. Employers who fail to provide adequate insurance
under WICA may be fined up to S$10,000 and/or imprisoned for up to 12 months. In addition, they
may be barred from employing foreign workers in the future. Employers who illegally defray or
partly defray their costs by deducting an amount from the employee’s income will be liable upon
conviction to a fine not exceeding $$5,000 or to imprisonment for a term not exceeding 6 months
or to both.

Specifically for the construction industry, from 1 September 2020, an employer should not get
new project WIC policies. A project WIC policy refers to the portions of project insurance policies
that provide coverage for work injury sustained at a project site, or while doing work for a specific
project. There are WIC claims that are covered under both a project WIC policy and the employer’s
WIC policy. Such duplicate coverage can lead to delays and disputes over who should compensate
the injured employee or to reimburse the employer. An employer must get WIC insurance for its
employees, even if they are covered by project WIC policies, as project WIC policies do not cover
some instances of work injury, such as injury that occurred in company transport or while working
outside the project site.

Companies Act

The Companies Act 1967 of Singapore (the “Companies Act”) and its subsidiary legislation
regulate the business formation, company structure, shareholder rights, duties of directors and
officers and specify other compliance requirements, such as capital maintenance, declaration of
dividends, and restrictions against acquisition of shares in the company. Under the Companies
Act, a Singapore company has full power and capacity to undertake any business or activity not
restricted under its constitution or under applicable law.

Income Tax Act

A company is regarded as tax resident in Singapore if the control and management of its business
is exercised in Singapore.

Singapore corporate taxpayers are subject to Singapore income tax on income accruing in or
derived from Singapore and on foreign income received or deemed to be received in Singapore
unless otherwise exempted.

The corporate income tax rate in Singapore has been fixed at 17% since 2010. Tax is calculated
based on a company’s chargeable income, i.e., taxable revenues less allowable expenses and
other allowances. Eligible companies enjoy partial tax exemption prevailing from time to time at
reduced tax rates for part of the chargeable income.

Personal Data Protection Act 2012

The Personal Data Protection Act 2012 (“PDPA”) governs the collection, use and disclosure of
individuals’ personal data by organisations. An organisation is required to comply with, inter alia,
the following obligations to:

(a) obtain the consent of individuals before collecting, using or disclosing his personal data,
save in situations required and authorised under the PDPA or any other written law;

(b) notify the individual of the purpose(s) for which it intends to collect, use or disclose the

individual’s personal data on or before such collection, use or disclosure of the personal
data;
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(c) collect, use or disclose personal data about an individual only for purposes that a reasonable
person would consider appropriate in the circumstances and, if applicable, have been
notified to the individual concerned;

(d)  upon request by the relevant individual (i) provide an individual with his or her personal data
in the possession or under the control of the organisation and information about the ways
in which the personal data may have been used or disclosed during the past year; and (ii)
correct an error or omission in an individual’'s personal data that is in the possession or
under the control of the organisation;

(e) make a reasonable effort to ensure that personal data collected by or on behalf of the
organisation is accurate and complete if the personal data is likely to be used by the
organisation to make a decision that affects the individual concerned or disclosed by the
organisation to another organisation;

() protect personal data in its possession or under its control by making reasonable security
arrangements to prevent unauthorised access, collection, use, disclosure, copying,
modification, disposal or similar risks;

(g) cease to retain documents containing personal data, or remove the means by which the
personal data can be associated with particular individuals as soon as it is reasonable to
assume that (i) the purpose for which the personal data was collected is no longer being
served by the retention of the personal data; and (ii) retention is no longer necessary for
legal or business purposes;

(h) not transfer any personal data to a country or territory outside Singapore except in
accordance with the requirements prescribed under the PDPA; and

(i) develop and implement the necessary policies and practices in order to meet its obligations
under the PDPA and make information about its policies and practices available on request.

If an organisation is found to be in breach of the PDPA, the Personal Data Protection Commission
of Singapore may require it to (i) stop collecting, using or disclosing personal data in contravention
of the PDPA; (ii) destroy personal data collected in contravention of the PDPA; (iii) provide access
to or correct the personal data; and/or (iv) pay a financial penalty of an amount not exceeding S$1
million. A contravention of the PDPA may also give rise to civil or criminal liabilities.

The first phase of amendments of the Personal Data Protection (Amendment) Act 2020 which has
taken effect on 1 February 2021 include, inter alia, a mandatory data breach notification which
requires organisations to take steps to assess whether a data breach is notifiable under the PDPA.
Organisations will be required to notify the Personal Date Protection Commission of a data breach
that results in, or is likely to result in, significant harm to affected individuals or affects 500 or more
individuals.

COVID-19 Laws and Regulations
COVID-19 (Temporary Measures) Act

The COVID-19 (Temporary Measures) Act 2020 (“COTMA”) was passed by the Singapore
Parliament on 7 April 2020. The COTMA and its subsidiary legislation provide for temporary
relief, arrangements and measures for businesses and individuals in the wake of the COVID-19
pandemic.

In addition to these regulations, the Singapore government introduces various support measures
from time to time such as foreign worker levy rebates, the Jobs Support Scheme and the
Construction Restart Booster to help alleviate the adverse consequences that the COVID-19
pandemic has caused to businesses in Singapore.
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Part 2 — Temporary Relief for Inability to Perform Contracts

Part 2 of the COTMA seeks to offer temporary relief for a prescribed period upon service of a
Notification of Relief (“NFR”), from the stipulated types of legal and enforcement actions due to
inability to perform contractual obligations arising from the COVID-19 pandemic. For construction
and supply contracts, the following reliefs apply upon service of an NFR if the conditions under the
COTMA are met:

(a)  First, defaulting parties are provided with a defence against any claims for breach of contract
in respect of their inability to supply goods or services in accordance with the terms of their
contract if that inability is due to a COVID-19 event and occurs between 1 February 2020
and 28 February 2022 (both dates inclusive).

(b)  Second, any period during which the defaulting party is unable to perform a contractual
obligation due to COVID-19 and which falls between 1 February 2020 and 28 February 2022
(both dates inclusive) will be disregarded in calculating any liquidated damages (or other
types of damages) payable. These two additional reliefs continue to apply after the expiry
of the prescribed period (on 28 February 2022) provided the NFR was served during the
prescribed period.

(¢)  Third, during the prescribed period, the non-defaulting party may not call upon a
performance bond in relation to the defaulting party’s inability to perform a contractual
obligation due to COVID-19 at any time earlier than 7 days before the date of expiry of the
performance bond.

Contractors affected by COVID-19 can seek temporary relief from legal and enforcement actions by
serving an NFR by 28 February 2022. If an agreement cannot be reached or if there is a dispute
as to whether the relief triggered by the NFR applies, either party may submit an application for
the Assessor’s determination up to two months after the end of the relief period, latest by 30 April
2022.

Part 7 — COVID-19 Control Orders

Under Section 34(1) of the COTMA, the government may make regulations called control orders
for the purpose of preventing, protecting against, delaying or otherwise controlling the incidence or
transmission of COVID-19 in Singapore.

In exercise of the powers conferred by Section 34(1) of the COTMA, the Minister for Health has
made the COVID-19 (Temporary Measures) (Control Order) Regulations 2020 which came in force
on 7 April 2020 and which will be discussed below.

Part 8B — Temporary Measures for Cost-Sharing in Construction Contracts

Part 8B of the COTMA provides for cost-sharing of additional non-manpower qualifying costs
including the rental of plant or equipment, cost for maintaining the construction site by third parties,
cost for extending insurance or bond and rent for premises in Singapore for storage between
contracting parties due to delays caused by COVID-19. The qualifying costs must be incurred by
the contractor arising from its inability to complete the construction works by the completion date,
where such inability is to a material extent caused by a COVID-19 event. Cost-sharing relief under
Part 8B apply to delays during the period from 7 April 2020 to 28 February 2022. The cost-sharing
percentage is at 50% of the qualifying costs, subject to a monthly cap of 0.2% of contract sum per
month and a total of 1.8% of the contract sum.

Cost-sharing relief under Part 8B will apply to all construction contracts (including subcontracts) (a)
that were entered into before 25 March 2020, excluding construction contracts that were renewed
other than automatically on or after 25 March 2020; (b) if there were construction works that were
not certified to be completed under the construction contracts as at 7 April 2020; and (c) that
remained in force on 2 November 2020.
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Contractors need to include the cost-sharing claims in their regular payment claims to their
customers that engaged their services. Contractors will have to indicate in the claims the period
within the specified period between 7 April 2020 and 28 February 2022 in which the contractor
was unable to meet the completion date, and include the corresponding qualifying costs incurred
for such inability in that particular specified period in the payment claim. Contract parties to
construction contracts are encouraged to negotiate in good faith and agree on amicable outcomes
for their contracts. Any disputes on cost-sharing shall be treated in a similar manner as a payment
dispute under the BCISPA. Contractors can submit an adjudication application under the BCISPA
and the BCISPA adjudicators will determine whether the cost-sharing relief applies and the
quantum of co-sharing between the parties.

Part 10A — Reliefs for Construction Contracts Affected by Increase in Foreign Manpower
Salary Costs

Tightened border control measures, including quotas that limit the inflow of migrant workers,
implemented due to the COVID-19 pandemic have led to manpower shortages and increases in
manpower cost. To ensure that parties along the value chain in construction projects step up to
co-share the increased costs, Part 10A of the COTMA was passed by the Singapore Parliament in
May 2021 to provide relief for construction contracts affected by the increase in foreign manpower
salary costs by facilitating sharing of the increase in costs between project parties.

Contract parties to construction contracts are encouraged to discuss and arrive at an amicable
outcome to share the burden of increased manpower costs. If the contract parties are unable to
reach an amicable outcome, Part 10A of COTMA which commenced on 6 August 2021 allows
contractors in eligible contracts to apply to an independent assessor (the “Assessor”). The
Assessor has the power to adjust the contract sum of eligible construction contracts by taking into
consideration the increase in foreign manpower salary cost incurred anytime during the period
from 1 October 2020 to 31 March 2022 (both dates inclusive). The contractor must show proof of
reasonable attempts to negotiate with their customers before they can apply to an Assessor and
the last day to apply for an Assessor’s determination is 31 May 2022.

COVID-19 Safe Management Measures

In addition to the regulations set out below, the government, including the BCA and MOM, imposes
sector-specific requirements which are updated from time to time depending on the COVID-19
situation. Such requirements include the implementation of the fast and easy testing and rostered
testing regimes for the construction sector.

Workplace Safety and Health (COVID-19 Safe Workplace) Regulations 2021

The Workplace Safety and Health (COVID-19 Safe Workplace) Regulations 2021 (the “Workplace
Regulations”) were gazetted on 29 December 2021 and came into operation on 1 January 2022.
The Workplace Regulations provide for work-from-home arrangements for employees, workplace
access and vaccination, and workplace safe management measures.

Under Part 3 of the Workplace Regulations, employers must take necessary measures to ensure
that employees and other individuals who enter or remain in work premises are vaccinated against
COVID-19 infections. Part 4 of the Workplace Regulations further provides for workplace safe
management measures including the wearing of masks when at work premises, maintaining a
physical distance of at least one metre between employees and necessary contract tracing and
entry controls measures.
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COVID-19 (Temporary Measures) (Control Order) Regulations 2020

In exercise of the powers conferred by Section 34(1) of the COTMA, the Minister for Health has
made the COVID-19 (Temporary Measures) (Control Order) Regulations 2020 (the “COVID-19
Regulations”) which came in force on 7 April 2020. The Regulations provide for, inter alia, safe
management measures in the workplace including special workplace safe management measures
at construction sites. Special workplace measures specific to the building sector as set out in Part
1, Schedule 2 of the COVID-19 Regulations include:

(a) the grouping and deployment of construction and building elements supply workers at
the work site in separate groups according to trade, building operation or activity to be
carried out and place of residence so as to minimise physical interaction between different
segregated teams when they are at work;

(b) ensuring as far as practicable that construction and building elements supply workers are
transported to and from the work site, and be allowed to take breaks at or around the work
site, only in their separate segregated teams, so as to minimise physical interaction between
the workers in the different segregated teams when they are at work and during their
permitted breaks at the work site; and

(¢) maintaining a distance of at least two metres between any two workers if they belong to
different segregated teams.

COVID-19 (Temporary Measures) (Foreign Employee Dormitories — Control Order)
Regulations 2020

In exercise of the powers conferred by Section 34(1) of the COTMA, the Minister for Health has
made the COVID-19 (Temporary Measures) (Foreign Employee Dormitories — Control Order)
Regulations 2020 (the “Dormitory Regulations”) which came in force on 14 September 2020.
The Dormitory Regulations set out safe management measures for foreign employees who are
dormitory residents. These include regulations on the entering and leaving of dormitories by
residents, minimising physical contact and maintaining segregated rooming arrangements for
residents.

SELECTED FINANCIAL INFORMATION OF THE TARGET

The following selected financial information of the Target should be read in conjunction with the
full text of this Circular, including the “Independent Auditor's Report and the Audited Financial
Statements for the Reporting Years Ended 30 June 2019, 30 June 2020 and 30 June 2021 of
Lincotrade & Associates Pte Ltd” and the “Independent Auditor's Review Report and the Unaudited
Condensed Interim Financial Statements for the Eight-Month Ended 28 February 2022 of
Lincotrade & Associates Pte Ltd” and the “Independent Auditor’'s Report and the Compilation of
Unaudited Pro Forma Financial Information of Lincotrade & Associates Pte Ltd for the Reporting
Year Ended 30 June 2021 and Eight-Month Ended 28 February 2022” as set out in Appendices B,
C and D of this Circular respectively, and Section 11 titled “Management’s Discussion and Analysis
of Results of Operations and Financial Position” of this Target’s Letter to Shareholders.
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10.1. Statements of Profit or Loss of the Target

Audited Unaudited

S$°000 FY2019 FY2020 FY2021 8M2021 8M2022
Revenue 25,061 18,715 37,318 19,388 24,491
Cost of sales (21,188) (17,460) (32,620) (17,404) (21,299)
Gross profit 3,873 1,255 4,698 1,984 3,192
Interest income 4 10 10 5 3
Other income and gains 27 268 706 471 171
Administrative expenses (1,410) (1,509) (1,251) (701) (1,156)
Finance costs (31) (25) (124) (74) (93)
Other expenses (1,151) (1,066) (1,105) (749) (790)
Other losses (917) (597) (181) - (479)
Profit/(loss) before tax 395 (1,664) 2,753 936 848
Income tax (expense)/income (324) 27 (395) (2) (303)
Profit/(Loss) for the year/period 71 (1,637) 2,358 934 545
Earnings / (loss) per share

Basic and diluted™ 0.05 (1.09) 1.57 0.62 0.36

Note:

(1) Based on 1,500,000 shares, being the weighted number of ordinary shares in issue outstanding during the Period
Under Review. There is no dilution of earnings or loss per share as there are no shares under options.

10.2. Statements of Financial Position of the Target

Audited Unaudited Unaudited Pro Forma
As at As at
As at 28 February As at 28 February
30 June 2021 2022 30 June 2021 2022
S$°000 S$°000 S$°000 S$°000
ASSETS
Non-current assets
Property, plant and equipment 1,893 1,627 1,893 1,627
Right-of-use assets 224 183 224 183
Trade and other receivables 3,021 3,543 3,021 3,543
Deferred tax assets - 9 - 9
Total non-current assets 5,138 5,362 5,138 5,362
Current assets
Contract assets 10,534 11,860 10,534 11,860
Other assets 505 362 505 362
Trade and other receivables 4,501 3,449 4,501 3,449
Cash and cash equivalents 3,873 4,809 2,773 3,709
Total current assets 19,413 20,480 18,313 19,380
Total Assets 24,551 25,842 23,451 24,742
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10.3.

Audited Unaudited Unaudited Pro Forma
As at As at
As at 28 February As at 28 February
30 June 2021 2022 30 June 2021 2022
S$°000 S$°000 S$°000 S$°000
EQUITY AND LIABILITIES
Equity attributable to owners
Share capital 1,500 1,500 1,500 1,500
Retained earnings 4,940 5,485 3,840 4,385
Total equity / Net assets 6,440 6,985 5,340 5,885
Non-current liabilities
Lease liabilities 266 206 266 206
Other financial liabilities 4,594 3,599 4,594 3,599
Total non-current liabilities 4,860 3,805 4,860 3,805
Current liabilities
Income tax provision 322 242 322 242
Trade and other payables 8,181 7,651 8,181 7,651
Contract liabilities 264 672 264 672
Lease liabilities 89 90 89 90
Other financial liabilities 4,395 6,397 4,395 6,397
Total current liabilities 13,251 15,052 13,251 15,052
Total liabilities 18,111 18,857 18,111 18,857
Total equity and liabilities 24,551 25,842 23,451 24,742

Basis of preparation for the unaudited pro forma financial information

The summary unaudited pro forma financial information for FY2021 and 8M2022 has been
prepared, for illustrative purposes only and based on certain assumptions and after making certain
adjustments for the transaction as below (the “Significant Event”) to show what (i) the unaudited
pro forma statements of financial position of the Target as at 30 June 2021 and 28 February 2022
would have been if the Significant Event had occurred as at 30 June 2021 and 28 February 2022;
and (ii) the unaudited pro forma statements of cash flows of the Target for the reporting year
ended 30 June 2021 and the eight months period ended 28 February 2022 would have been if
the Significant Event had occurred on 30 June 2021 and 28 February 2022 respectively. Due to
the nature of the unaudited pro forma financial information, such unaudited pro forma financial
information does not represent the Target’s actual financial position or cash flows.

The Significant Event is:-

Declaration of final dividends

On 10 March 2022, the shareholders of the Target, approved a final dividend of S$0.73 per
ordinary share of the Target at the Target's annual general meeting totalling S$1.1 million in
respect of the financial year ended 30 June 2021. The Target intends to make payment no later
than December 2022. Notwithstanding that payment of such dividends may be made after the
completion of the Proposed Acquisition, the Company will not be entitled to such dividends and the
dividends will be paid to the shareholders of the Target as at the date of declaration.
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11.

11.1.

For the purpose of preparation of the unaudited pro forma financial position of the Target as at 30
June 2021 and 28 February 2022, dividends declared by the Target are assumed to have been
declared and paid on 30 June 2021 and 28 February 2022 respectively. Accordingly, the balances
showing cash and cash equivalents decreased by S$1.1 million, dividends paid increased by S$1.1
million and retained profits decreased by S$1.1 million as at 30 June 2021 and 28 February 2022.

For the purpose of preparation of the unaudited pro forma cash flows of the Target for the reporting
year ended 30 June 2021 and the eight-month period ended 28 February 2022, dividends
amounting to S$1.1 million declared by the Target are assumed to have been declared and paid on
30 June 2021 and 28 February 2022 respectively. Accordingly, the balances showing the cash and
cash equivalents as at 30 June 2021 and 28 February 2022 decreased by S$1.1 million.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND
FINANCIAL POSITION

The following discussion of the results of operations and financial position has been prepared by
the management of the Target and should be read in conjunction with the “Independent Auditor’s
Report and the Audited Financial Statements for the Reporting Years Ended 30 June 2019, 30
June 2020 and 30 June 2021 of Lincotrade & Associates Pte Ltd”, “Independent Auditor's Review
Report and the Unaudited Condensed Interim Financial Statements for the Eight-Month Period
ended 28 February 2022 of Lincotrade & Associates Pte Ltd” and the “Independent Auditor’s
Report and the Unaudited Pro Forma Financial Statements for the Reporting Year Ended 30 June
2021 and Eight-Month Period Ended 28 February 2022 of Lincotrade & Associates Pte Ltd” as set
out in Appendices B, C, and D respectively of this Circular.

This discussion contains forward-looking statements that involve risks and uncertainties. The
actual results may differ significantly from those projected in the forward-looking statements
including, but not limited to, those discussed in the “Risk Factors” Section of this Circular. Under
no circumstances should the inclusion of such forward-looking statements herein be regarded as a
representation, warranty or prediction with respect to the accuracy of the underlying assumptions
by the Target, the Sponsor or any other person. Shareholders and prospective investors are
cautioned not to place undue reliance on these forward-looking statements that speak only as of
the date hereof. Please refer to the “Cautionary Note Regarding Forward-Looking Statements”
Section of this Circular.

Except as otherwise indicated, the following discussion is based on the Target’s audited financial
statements and unaudited condensed interim financial statements.

The unaudited pro forma financial information set out in Appendix D of the Circular has been
prepared for illustration purposes only. The unaudited pro forma financial information because of
their nature, may not give a true picture of the Target’s actual financial results or position.

Overview

We are a Singapore based company specialising in the provision of interior-fitting out services and
A&A works for commercial and residential projects. We also provide building construction services,
mainly building showflats and sales galleries. We have a processing facility where we can process
and supply the Carpentry Products required for our projects.

During the Period Under Review and as at the Latest Practicable Date, we are a General Builder
Licence Class 1 holder and are registered as a grade L6 contractor in the Workhead of Interior
Decoration & Finishing Works (CR06) and grade C1 in the Workhead of Construction — General
Building (CWO01).

During the Period Under Review, our revenue was derived from projects in the following three
segments: (a) commercial premises, such as offices, hotels, food and beverage establishments and
shopping malls; (b) residential premises such as condominium developments; and (c) showflats.

Please refer to Section 4 titled “Business Overview” of this Target’s Letter to Shareholders for
further details of our business.
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Revenue

Our interior fitting-out services are provided on a project-by-project basis. Our revenue is generally
recognised when (or as) a performance obligation is satisfied, i.e., when control of the goods or
services underlying the particular performance obligation is transferred to the customer. We
recognise our revenue by using the input method, whereby revenue is recognised on the basis of
our efforts or inputs to the satisfaction of a performance obligation such as costs incurred relative
to the total expected inputs to the satisfaction of that performance obligation.

Due to the nature of our business, which is project-based and one-off in nature, our revenue in
a particular financial year/period would depend mainly on the value of the projects secured and
percentage of works completed. In general, more revenue would be recognised in a financial year/
period when the construction of a project is well underway during the financial year/period and less
revenue recognised when a project is at the initial stage or nearing completion.

The breakdown of our revenue by business segments for the Period Under Review is as follows:-

FY2019 FY2020 FY2021 8M2021 8M2022
S$°000 % S$°000 % S$°000 % S$$°000 % S$°000 %

Commerecial 14,286 57.0 15,054 80.4 27,837 74.6 15,308 79.0 19,293 78.8
Residential 4,834 19.3 2,069 11.1 3,616 9.7 1,434 74 3,775 15.4
Showflats 5,941 23.7 1,592 8.5 5,865 15.7 2,646 13.6 1,423 5.8

25,061 100.0 18,715 100.0 37,318 100.0 19,388 100.0 24,491 100.0

We derive all our revenue during the Period Under Review from Singapore.
The factors affecting the revenue recognised during the Period Under Review include the following:

(i) market demand for interior-fitting services from the commercial and residential sectors and
property developers for showflats;

(i)  the stage of a project and/or percentage of works carried out for a project during a particular
financial year/period;

(ili)  our ability to compete effectively and secure new contracts;

(iv)  our ability to ensure works and services performed are carried out satisfactorily and within
contractual timelines;

(v)  our ability to secure and maintain the relevant licenses, registrations, permits or approvals
necessary for our business operations; and

(vi)  our ability to secure performance bonds required for our projects.

Please refer to Section 2.7 titled “Risk Factors” of this Circular for other factors that may affect our
revenue and financial performance.

Cost of Sales

Cost of sales refer to costs that are directly related to our project works and can be further
divided into subcontracting costs, direct material costs, direct labour costs, and overheads, which
amounted to approximately S$21.2 million, S$17.5 million, S$32.6 million, respectively for FY2019,
FY2020 and FY2021 and approximately S$17.4 million and S$21.3 million for 8M2021 and 8M2022
respectively.
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The table below sets forth a breakdown of our cost of sales by nature and percentage contribution
to total cost of sales for the financial years/periods indicated:

FY2019 FY2020 FY2021 8M2021 8M2022
$$°000 % $$°000 % $$°000 % S$$°000 % S$$°000 %

Subcontracting

costs 11,104 52.4 7,885 452 19,235 59.0 8,760 50.3 11,582 54.4
Direct material

costs 6,218 29.3 6,091 34.9 9,378 28.7 6,250 35.9 6,642 31.2
Direct labour

costs 2,901 13.7 2,716 15.5 2,797 8.6 1,652 9.5 2,266 10.6
Overheads 965 4.6 768 4.4 1,210 3.7 742 4.3 809 3.8
Total 21,188 100.0 17,460 100.0 32,620 100.0 17,404 100.0 21,299 100.0

Subcontracting costs refer to the costs of engaging subcontractors from time to time for our
projects. Such costs are incurred mainly in relation to projects for the supply and installation
of building products, mechanical and electrical works and other on-site installation works.
Subcontracting costs accounted for approximately 52.4%, 45.2%, 59.0%, 50.3% and 54.4% of our
total cost of sales in FY2019, FY2020, FY2021, 8M2021 and 8M2022, respectively.

Direct material costs are incurred in the purchase of materials used for our projects, such as timber
door frame, timber door panel, metal door frame, metal door panel, ceiling lining and drywall lining
products, plywood, particle board, plastic laminate and other ancillary products such as furniture,
hardware and accessories. Direct material costs accounted for approximately 29.3%, 34.9%,
28.7%, 35.9% and 31.2% of our total cost of sales in FY2019, FY2020, FY2021, 8M2021 and
8M2022, respectively.

Direct labour costs consist of salaries and wages, CPF contribution and other staff benefits for staff
directly involved in our project works, such as supervisors and construction workers and accounted
for approximately 13.7%, 15.5%, 8.6%, 9.5% and 10.6% of our total cost of sales in FY2019,
FY2020, FY2021, 8M2021 and 8M2022, respectively.

Overheads refer to other costs incurred in connection with our projects, such as rental of
equipment, transportation expenses and insurance directly attributable to the projects and
accounted for approximately 4.6%, 4.4%, 3.7%, 4.3% and 3.8% of our total cost of sales in
FY2019, FY2020, FY2021, 8M2021 and 8M2022, respectively.

Commercial segment

The breakdown of cost of sales for the commercial segment is as follows:-

FY2019 FY2020 FY2021 8M2021 8M2022
S$°000 % S$$°000 % S$°000 % S$$°000 % S$$°000 %

Subcontracting

costs 5,959 52.6 6,040 43.6 14,916 60.8 7,323 53.0 10,070 59.5
Direct material

costs 3,645 32.1 5,251 37.9 6,798 27.7 4,776 34.6 4,634 27.4
Direct labour

costs 1,331 11.7 2,096 15.1 2,050 8.4 1,257 9.1 1,670 9.9
Overheads 403 3.6 479 3.4 756 3.1 462 3.3 552 3.2
Total 11,338 100.0 13,866 100.0 24,520 100.0 13,818 100.0 16,926 100.0
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Residential segment

The breakdown of cost of sales for the residential segment is as follows:-

FY2019 FY2020 FY2021 8M2021 8M2022

S$$°000 % S$$°000 % S$$°000 % S$$°000 % S$$°000 %
Subcontracting
costs 1,431 33.2 936 45.3 904 28.1 292 17.7 674 20.6
Direct material
costs 1,860 43.2 581 282 1,774 550 1,074 652 1,985 60.6
Direct labour
costs 872 20.3 455 22.0 435 13.5 223 13.6 477 14.5
Overheads 144 3.3 92 4.5 110 3.4 58 3.5 142 4.3
Total 4,307 100.0 2,064 100.0 3,223 100.0 1,647 100.0 3,278 100.0
Showflats segment
The breakdown of cost of sales for the showflats segment is as follows:-

FY2019 FY2020 FY2021 8M2021 8M2022

S$$°000 % S$°000 % S$$°000 % S$°000 % S$°000 %
Subcontracting
costs 3,714  67.0 909 594 3,415 700 1,145 591 838 76.5
Direct material
costs 713 12.9 259 16.9 806 16.5 400 206 23 2.1
Direct labour
costs 698 12.6 165 10.8 312 6.4 172 8.9 119 10.9
Overheads 418 7.5 197 12.9 344 71 222 11.4 115 10.5
Total 5,543 100.0 1,530 100.00 4,877 100.0 1,939 100.0 1,095 100.0

Our overall cost of sales may be affected by, inter alia, the following key factors:

(@) changes in prices of direct materials, such as timber wood, plywood, wood joinery, cabinet
and door, aluminium, drywall/ceiling partition materials;

(b) direct labour costs which can be affected by changes in government regulations and
requirements on wages such as foreign worker levy and CPF contribution rates, among other
things;

(c)  subcontracting costs which are affected by prevailing market demand and supply conditions
in the construction industry, turnaround time set for the subcontractor to complete the
specified work, and complexity of the work to be subcontracted;

(d)  overheads, such as transportation, insurance, rental of warehouse spaces and site offices;

(e) types of projects secured and undertaken by us. As shown in the above breakdown of cost

of sales for each business segment, in generally, subcontracting costs would account for
a more significant percentage of total cost of sales for commercial projects and showflats,
while direct material costs and direct labour costs in aggregate would be more significant
cost components for residential projects as such projects generally involve the supply and
installation of Carpentry Products;

any significant delay in the project progress schedules and consequential cost overruns and
liquidated damages in the event of project delays; and
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(g) our ability to control costs over the project lifespan.

Please refer to Section 2.7 titled “Risk Factors” of the Circular for other factors that might affect our
cost of sales.

Gross Profit (“GP”) and Gross Profit Margin (“GPM”)

The gross profit of our company was approximately S$3.9 million, S$1.3 million and S$4.7 million
for FY2019, FY2020 and FY2021 respectively and approximately S$2.0 million and S$3.2 million
for 8M2021 and 8M 2022 respectively.

The following table sets forth a breakdown of our company’s GP and GPM by business segments
during the Period Under Review:

FY2019 FY2020 FY2021 8M2021 8M2022
GP GPM GP GPM GP GPM GP GPM GP GPM
S$$°000 % S$$°000 % S$$°000 % S$$°000 % S$$°000 %

Commercial 2,948 206 1,188 79 3317 119 1490 97 2367 123
Residential 527 10.9 5 0.2 393  10.9M  (213) (14.9)" 497 132
Showflats 398 6.7 62 3.9 988 16.8@ 707 267® 328 230

3,873 15.5 1,255 6.7 4,698 12.6 1,984 10.2 3,192 13.0

Notes:

(1)  Gross profit margin for the Residential segment turned positive to 10.9% for FY2021 from negative gross margin of
14.9% for 8M2021 as a result of higher percentage-of-completion from existing projects.

(2)  Gross profit margin for the Showflats segment decreased from 26.7% for 8M2021 to 16.8% for FY2021 due to the
commencement of a new showflat project during the four months ended 30 June 2021 which had a lower profit
margin.

Please refer to Section 11.2 titled “Review of Results of Operations” of this Target’s Letter to
Shareholders for the reasons for the fluctuations of our company’s GP and GPM during the Period
Under Review.

Interest Income

Interest income relates to deposit income derived from deposits placed with financial institutions.

Other Income and Gains

During the Period Under Review, other income and gains consist mainly of government grants
under various government-funded schemes, which include foreign worker levy rebate, special
employment credit scheme and Jobs Support Scheme, which in aggregate amounted to
approximately $$26,000, S$264,000, S$669,000, S$438,000 and S$131,000 and accounted for
96.3%, 98.5%, 94.8%, 93.0% and 76.6% of other income in FY2019, FY2020, FY2021, 8M2021
and 8M2022 respectively. Government grants such as the foreign worker levy rebate (extended
until June 2022) and Jobs Support Scheme (ended in June 2021) are non-recurring and may be
reduced or discontinued at the discretion of the Singapore Government.

Administrative Expenses
Administrative expenses amounted to approximately S$1.4 million, S$1.5 million, S$1.3 million,
S$701,000 and S$1.2 million in FY2019, FY2020, FY2021, 8M2021 and 8M2022 respectively.

Employee benefits expenses accounted for approximately 93.0% to 98.7% of administrative
expenses during the Period Under Review. Employee benefits expenses included directors’
remuneration, staff salaries, bonus, CPF contributions and other staff benefits.
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Finance Costs

Finance costs relate to interest expense on lease liabilities, hire purchase payable and loan interest
from financial institutions.

Other Expenses

Other expenses amounted to approximately S$1.2 million, S$1.1 million, S$1.1 million, S$749,000
and S$790,000 in FY2019, FY2020, FY2021, 8M2021 and 8M2022 respectively. The following
table sets forth a breakdown of our company’s other operating expenses:

FY2019 FY2020 FY2021 8M2021 8M2022
S$°000 S$°000 S$°000 S$°000 S$$°000
Depreciation of property,
plant and equipment 624 577 580 384 370
Depreciation of right-of-use
assets 62 62 62 41 41
Dormitory expenses" - - 74 72 5
Property tax 63 57 59 36 45
Telecommunication and
utilities expenses 85 75 72 45 80
Upkeep expenses®? 143 137 159 109 139
Others miscellaneous
expenses® 174 158 99 62 110
Total 1,151 1,066 1,105 749 790

Other expenses were relatively stable during the Period Under Review.

Notes:

(1) Relate to the set up and maintenance expenses incurred for the temporary dormitory at our company’s premises from
July 2020 to March 2022 as part of COVID-19 safety management measures.

(2)  Upkeep expenses relate to upkeep of the building, premises and motor vehicles.

(3) Other miscellaneous expenses include advertisement expenses, entertainment & refreshment expenses,
maintenance expenses, printing and stationery expenses and transportation expenses.

Other Losses

Other losses amounted to approximately S$917,000, S$597,000, S$181,000, S$NIL and
S$479,000 in FY2019, FY2020, FY2021, 8M2021 and 8M2022 respectively. The following table
sets forth a breakdown of our company’s other losses during the Period Under Review:

FY2019 FY2020 FY2021 8M2021 8M2022
Loss from disposal of associate 56 - - - -
Initial public offering expenses 861 597 - - -
Reverse takeover expenses - - 177 - 479
Others - - 4 - _
917 597 181 - 479
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11.2.

Loss from disposal of associate of approximately S$56,000 relates to the loss from disposal of
the company’s 20% shareholding in Millennium Fiesta Pte Ltd (“MFPL”) to its directors Tan Jit
Meng, Soh Loong Chow Jackie and Tan Chee Khoon during FY2019 having considered that MFPL
and MSFB are not related and have no contribution to our company’s current core business and
that it was not part of the company’s future plans to venture into the development of commercial
properties in Malaysia. Please refer to the paragraph headed “FY2019 vs FY2020 — Other losses”
under Section 11.2 titled “Review of Results of Operations” below and Section 13.2(a) titled “Past
Interested Person Transactions — Sale of shares in MFPL” of this Target’s Letter to Shareholders for
details.

Initial public offering expenses were professional fees incurred in connection with the Proposed HK
IPO as detailed in Section 4.22 titled “Prior Listing Attempt by the Target” of this Target’'s Letter to
Shareholders.

Reverse takeover expenses were professional fees incurred in connection with the Proposed
Acquisition.
Income Tax Expenses/(Income)

Our company is liable to pay corporate income tax in accordance with the tax regulations in
Singapore (refer to the Section titled “Exchange Controls and Taxation” in this Circular for details).
Our company recorded income tax expenses of approximately $$324,000, $$395,000, $S$2,000
and S$303,000 in FY2019, FY2021, 8M2021 and 8M2022 respectively and income tax credit of
approximately S$27,000 in FY2020.

Inflation

During the Period Under Review, inflation did not have a material impact on our company’s
financial performance.

Review of Results of Operations

FY2019 vs FY2020

Revenue

Our revenue decreased by approximately S$6.4 million or 25.3%, from S$25.1 million in FY2019
to S$18.7 million in FY2020. The decrease in revenue was mainly caused by the circuit breaker
measures imposed by the Government of Singapore due to the COVID-19 situation in Singapore
from 7 April 2020. All of the works were temporarily ceased due to the circuit breaker measures
and works were only allowed to resume gradually from September 2020 onwards.

Revenue from the commercial segment increased by approximately S$768,000 or 5.4%. The
increase was mainly due to the higher revenue recognised for drywall and ceiling partition works
for NISS, 79 Robinson Road (previously known as CPF Building) and NUS undertaken in FY2020
compared with FY2019. Please refer to Section 4.1 titled “Overview — Highlight of major projects”
for recent major projects undertaken by us for details.

The increase was offset by a decrease of approximately S$2.8 million or 57.2% and S$4.3 million
or 73.2% in revenue from the residential segment and showflats segment respectively. The
decrease in revenue from the residential segment was mainly due to the Seaside Residences
project which saw recognised revenue of approximately $S$2.6 million during FY2019 but only
approximately $$990,000 during FY2020 as the project was completed during FY2020. Decrease
of revenue from the showflats segment was mainly attributable to lack of large value show flat
projects in FY2020. In contrast, we completed the showflats for three residential developments in
FY2019, namely One Pearl Bank, Piermont Grand EC, and The Hyde.
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Cost of sales

Cost of sales decreased by approximately S$3.7 million or 17.6% from S$$21.2 million in FY2019
to S$17.5 million in FY2020, mainly due to a decrease in all categories of cost of sales and in line
with the decrease in revenue.

Subcontracting costs decreased by approximately S$3.2 million or 29.0% from approximately
S$11.1 million in FY2019 to approximately S$7.9 million in FY2020 mainly due to a decrease of
approximately $$2.8 million in the sub-contracting costs for the show flat segment in line with the
decrease in revenue from the show flat segment.

Direct material costs decreased by approximately S$127,000 or 2.0% from approximately S$6.2
million in FY2019 to approximately S$6.1 million in FY2020 mainly due to (i) a decrease of
approximately S$1.3 million in direct material costs incurred for the residential projects, in particular
the supply and installation of kitchen cabinets and wardrobes for condominium projects in line
with the decrease in revenue in this segment and (ii) a decrease of approximately S$454,000 in
direct materials used for show flat projects. The decrease was partially offset by an increase of
approximately S$1.6 million in direct materials used for the commercial projects in FY2020.

Direct labour costs decreased by approximately S$185,000 or 6.4% from $$2.9 million in FY2019
to $$2.7 million in FY2020 mainly due to the commencement of circuit breaker measures from 7
April 2020.

Overheads decreased by S$197,000 or 20.4% from S$965,000 in FY2019 to S$768,000 in FY2020
in line with the decrease in revenue.

Gross profit and gross profit margin

Gross profit decreased by $$2.6 million or 67.6%, from S$3.9 million in FY2019 to S$1.3 million in
FY2020, due to a decrease in gross profit from all business segments.

Gross profit margin also declined from 15.5% in FY2019 to 6.7% in FY2020 mainly due to lower
gross profit margins derived from all business segments. Gross profit margin of the commercial
segment decreased from 20.6% in FY2019 to 7.9% in FY2020. This was mainly due to additional
raw material costs for the A&A works of a commercial project during FY2020.

Gross profit margin of the residential segment decreased from 10.9% in FY2019 to 0.2% in
FY2020 mainly due to relatively higher subcontracting costs as we sub-contracted more works in
FY2020 as a result of labour shortage caused by Covid-19.

Gross profit from the showflats segment decreased by approximately S$336,000 or 84.4% from
S$$398,000 in FY2019 to S$62,000 in FY2020 in line with the decrease in revenue. Gross profit
margin of the showflats segment decreased from 6.7% in FY2019 to 3.9% in FY2020 accordingly.

Interest income

Our company’s interest income relates to interest from bank deposits. The increase in interest
income from approximately S$4,000 in FY2019 to approximately S$10,000 in FY2020 was due to
higher cash and cash equivalents during FY2020 as compared to FY2019.

Other income and gains

Our company’s other income and gains increased by approximately S$241,000, from S$27,000
in FY2019 to S$268,000 in FY2020, mainly due to higher government grants received under the
Job Support Scheme. Our company received government grants of S$26,000 and S$264,000 in
FY2019 and FY2020 respectively.
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Administrative expenses

Our company’s administrative expenses increased marginally by approximately S$99,000 or
7.0%, from S$1.4 million in FY2019 to S$1.5 million in FY2020 mainly due to increase in directors’
remuneration by approximately S$80,000.

Finance costs

Our company’s finance costs decreased by approximately S$6,000 or 19.4% from S$31,000 in
FY2019 to $$25,000 in FY2020. The decreased was mainly due to a decrease in interest on lease
liabilities.

Other expenses

Our company’s other expenses decreased by approximately S$85,000 or 7.4%, from S$1.2 million
in FY2019 to S$1.1 million in FY2020. The decrease was mainly due to the lower depreciation of
property, plant and equipment charged by approximately S$47,000 or 7.5% as certain property,
plant and equipment was fully depreciated during FY2020.

Other losses

Our company recorded other losses of approximately S$917,000 and S$597,000 in FY2019 and
FY2020 respectively mainly due to the expenses incurred in connection with the Proposed HK IPO
of approximately S$861,000 and S$597,000 respectively. Please refer to the Section titled 4.22 of
this Target’s Letter to Shareholders for more details of the Proposed HK IPO.

The remaining other losses amounting to approximately S$56,000 in FY2019 was due to the loss
from disposal of associate. In June 2019, our company sold its 20% equity interest in MFPL for a
cash consideration of S$750,000. The consideration was based on the financial position of MFPL
at 30 June 2018, based on our company’s effective interest in the sum of shareholder’s equity of
MFPL and amount due to shareholders and directors of MFPL, adjusted for our company’s share
of losses incurred by MFPL from July 2018 to June 2019. Please refer to Section 2.7 titled “Risks
relating to the Target and its business — There may be potential implications arising from issues
relating to MY Land (as defined below) on the directors and the Enlarged Group” of the Circular
and Section 13.2(a) titled “Past Interested Person Transactions — Sale of shares in MFPL’ of this
Target’s Letter to Shareholders for more details.

Income tax expenses/(income)

Our company’s income tax expenses of approximately S$324,000 in FY2019 relates to current
year tax of approximately S$276,000, under adjustments to current tax in respect of prior year
of approximately S$16,000 and deferred tax expenses of approximately $S$32,000. The income
tax income of approximately S$27,000 in FY2020 relates to overprovision in prior year of
approximately S$11,000 and deferred tax income of approximately S$16,000.

Profit/(Loss) for the financial year

As a result of the above, our company registered a net loss of approximately S$1.6 million in
FY2020 as opposed to a net profit of S$71,000 in FY2019.

FY2020 vs FY2021

Revenue

Our revenue increased by approximately S$18.6 million or 99.4%, from S$18.7 million in FY2020
to §$37.3 million in FY2021. The increase in revenue was mainly due to relaxation of the circuit
breaker measures, which resulted in more works carried out and the increase in recognised
revenue from all business segments.
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Revenue recognised from the commercial segment increased by S$12.7 million or 84.9% from
S$15.1 million in FY2020 to S$27.8 million in FY2021. The increase in revenue recognised from
commercial projects was mainly due to three projects, namely CapitaSpring, PLUS Building and
NUS-PGPR. Revenue from the residential segment increased by S$1.5 million or 74.8% from
approximately $$2.1 million in FY2020 to approximately $$3.6 million in FY2021 mainly due to (i)
a new project, Avenue South Residence; and (ii) more works carried out for Park Colonial, which in
aggregate contributed revenue of approximately S$3.2 million during FY2020.

Revenue from the showflats segment also increased by S$4.3 million or 268.4% from S$1.6 million
in FY2020 to $$5.9 million in FY2021, due to the showflats for four residential developments,
namely Parc Greenwich EC, Jervois Mansions, The Clement Canopy and LINQ at Beauty World.

Cost of sales

Cost of sales of our company increased by approximately S$15.1 million or 86.8%, from S$17.5
million in FY2020 to S$32.6 million in FY2021, mainly due to an increase of approximately S$11.4
million or 143.9% in subcontracting costs, an increase of approximately S$3.3 million or 54.0% in
direct material costs and an increase of approximately S$442,000 or 57.6% in overheads.

Subcontracting costs increased mostly in line with the increase in revenue recognised from the
commercial and show flat segments. Subcontracting costs for the commercial segment increased
by approximately S$8.9 million or 147.0% from S$6.0 million in FY2020 to S$14.9 million in
FY2021. Subcontracting costs for the show flat segment increased by approximately S$2.5
million or 275.7%, from S$909,000 in FY2020 to S$3.4 million in FY2021. Subcontracting costs
for the residential segment remained relatively unchanged, despite the increase in revenue by
S$1.5 million or 74.8%, as the increase from residential segment was mainly due to the supply
and installation of timber doors, kitchen cabinets and wardrobes, which incurred relatively lower
subcontracting costs.

Direct material costs increased by approximately S$3.3 million or 54.0% from approximately
S$$6.1 million in FY2020 to approximately S$$9.4 million in FY2021 due to (i) an increase of
S$1.5 million or 29.5% from the commercial segment; (ii) an increase of S$1.2 million or 205.3%
from the residential segment; and (iii) an increase of S$547,000 or 211.2% from the showflats
segment, which were generally in line with the increase in revenue from all business segments
and more work performed after the relaxation of the circuit breaker measures during FY2021. As
the residential projects mainly entailed the supply and installation of timber door, kitchen cabinets
and wardrobes, direct material costs for the residential segment increased at a relatively higher
percentage compared to the increase in revenue from this segment.

Direct labour costs remained relatively stable as majority of the direct labour costs were fixed
components.

Overheads increased by approximately S$442,000 or 57.6% from approximately S$768,000 to
approximately S$1.2 million mainly due to additional safe management measures which resulted
in the increase in certain overheads, such as transportation and site expenses, the increase in
freight and handling costs in connection with materials purchased from overseas, and the increase
in testing and certification expenses incurred for the projects.

Gross profit and gross profit margin

Our company’s gross profit increased by S$3.4 million or 274.3%, from S$1.3 million in FY2020 to
S$4.7 million in FY2021 mainly due to an increase in gross profit from all business segments.

Gross profit margin also improved from 6.7% in FY2020 to 12.6% in FY2021 mainly due to higher

gross profit margins derived from all the business segments during FY2021 as compared to
FY2020.
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Gross profit margin of the commercial segment improved from 7.9% in FY2020 to 11.9% in
FY2021 as the direct material costs and overheads increased at a moderate rate of 29.5% and
57.8% respectively and direct labour costs remained relatively unchanged.

Gross profit for showflats improved by approximately S$926,000 or 1493.5% as a result, gross
profit margin of the showflats segment increased from 3.9% in FY2020 to 16.8% in FY2021. The
improvement in profit margin was due to relatively smaller increase of 89.1% and 74.6% in direct
labour costs and overheads respectively, as compared to the growth of 268.4% in revenue and the
increases in subcontracting costs and direct materials by 275.7% and 211.2%, which were in line
with the growth in revenue. In general, direct labour costs and overheads are smaller components
in show flat projects as shown in the breakdown table under Section “11.1 Overview — Cost of
Sales”.

Gross profit margin of the residential segment improved from 0.2% in FY2020 to 10.9% in FY2021
as the increase in costs were mainly due to direct materials costs which increased by S$1.2 million
or 205.3% whereas the other costs remained relatively constant.

Interest income

Our interest income relates to interest from bank deposits. The interest income for FY2020 and
FY2021 remained relatively the same at approximately S$10,000.

Other income and gains

Our other income and gains increased by approximately S$438,000, from S$268,000 in FY2020
to S$706,000 in FY2021, mainly due to higher government grants received under the Job
Support Scheme and higher foreign worker levy rebate as the Government of Singapore provided
more grants to us as part of the COVID-19 relief measures. We received government grants of
S$$264,000 and S$669,000 in FY2020 and FY2021 respectively.

Administrative expenses

Our company’s administrative expenses decreased by approximately S$258,000 or 17.1%, from
S$1.5 million in FY2020 to S$1.3 million in FY2021 mainly due to the temporary salary reduction
with effect from June 2020 for all employees, including directors. Salary for all employees was
adjusted and reinstated with effect from April 2021.

Finance costs

Our company’s finance costs increased by approximately S$99,000 or 396.0% from S$25,000
in FY2020 to S$124,000 in FY2021. The increase was mainly due to the increase in interest on
term loans of approximately S$101,000 from S$7,000 in FY2020 to S$108,000 in FY2021 as our
company increased its term loans from banks during FY2021.

Other expenses
Our company’s other expenses increased marginally by approximately S$39,000 or 3.7%.

Other losses

Our company recorded other losses of S$181,000 in FY2021 mainly due to expenses incurred for
the Proposed Acquisition.

Income tax expense/(income)

The income tax income of approximately S$27,000 for FY2020 relates to overprovision in prior
year of approximately S$11,000 and deferred tax credit of approximately S$16,000. Our company’s
income tax expenses of approximately $S$395,000 in FY2021 relates to current tax expense of
S$$420,000 and deferred tax credit of approximately S$25,000.
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Profit/(Loss) for the financial year

As a result of the above, our company registered a net profit of approximately S$2.4 million in
FY2021 as opposed to a net loss of approximately S$1.6 million in FY2020.

8M2021 vs 8M2022

Revenue

Revenue of our company increased by approximately S$5.1 million or 26.3%, from S$19.4 million
in 8M2021 to S$24.5 million in 8M2022 amidst the gradual reopening of economy in Singapore.

Revenue from the commercial segment increased by S$4.0 million or 26.0% from S$15.3 million
in 8M2021 to S$19.3 million in 8M2022. The increase in revenue from the commercial segment
was mainly due to (i) two new projects in 8M2022, Maxwell Chambers and a data centre and (ii)
more works completed for National Cancer Centre Singapore and NUS-PGPR, in 8M2022, partially
offset by a decrease in revenue contribution from CapitaSpring as the project was completed in
8M2022.

Revenue from the residential segment increased by approximately S$2.4 million or 163.2%, from
S$1.4 million in 8M2021 to approximately S$3.8 million in 8M2022, mainly due to increase in
revenue contribution from Avenue South Residence in 8M2022 compared to 8M2021 and a new
project, The Antares, secured in 8M2022.

The increase in revenue from the commercial and residential segments was partially offset by the
decrease in revenue from the showflats segment. Revenue attributable to the showflats segment
decreased by approximately S$1.2 million or 46.2% mainly due to less work done for show flat
projects during 8M2022 as compared to 8M2021. During 8M2021, the showflats under construction
were The Clement Canopy and LINQ at Beauty World, whereas the main showflat project under
construction during 8M2022 was Jervois Mansions.

Cost of sales

Cost of sales of our company increased by approximately S$3.9 million or 22.4%, from
approximately S$17.4 million in 8M2021 to approximately S$21.3 million in 8M2022. The increase
in cost of sales was attributed to the increase in all categories of cost of sales.

Subcontracting costs increased by approximately S$2.8 million or 32.2%, from S$8.8 million
in 8M2021 to S$11.6 million in 8M2022. Subcontracting costs increased mostly in line with the
increase in revenue from the commercial and residential segments, partially offset by the decrease
from the show flat segment. Subcontracting costs for the commercial segment increased by
approximately $$2.8 million or 37.5%, from S$7.3 million in 8M2021 to S$10.1 million in 8M2022.
Subcontracting costs for the residential segment increased by approximately S$382,000 or
130.8%, from $$292,000 in 8M2021 to S$674,000 in 8M2022. Subcontracting costs for the show
flat segment decreased marginally by approximately S$307,000 from S$1.1 million in 8M2021 to
S$$838,000 in 8M2022 mainly due to decrease in revenue from show flat segment.

Gross profit and gross profit margin

Our gross profit increased by approximately S$1.2 million or 60.9%, from S$2.0 million in 8M2021
to S§$3.2 million in 8M2022, mainly due to an increase in gross profit from the commercial and
residential segments partially offset by a decrease in gross profit from the showflat segment.

Gross profit from the commercial segment increased by approximately S$877,000 or 58.9% from
S$1.5 million in 8M2021 to approximately $$2.4 million in 8M2022 in line with the increase in
revenue.

The residential segment registered a gross profit of S$497,000 in 8M2022, compared to a gross
loss of S$213,000 in 8M2021. The gross loss for 8M2021 mainly due to additional direct material
costs as a result of replacement of certain defective materials for a residential project during
8M2021.
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11.3.

The show flat segment registered a decrease in gross profit of approximately S$379,000 or 53.6%
from S$707,000 in 8M2021 to approximately S$328,000 in 8M2022 in line with the decrease in
revenue.

Gross profit margin improved from 10.2% in 8M2021 to 13.0% in 8M2022 mainly as a result of a
gross profit margin of 13.2% registered by the residential segment in 8M2022, compared to a gross
loss of 14.9% in 8M2021.

Interest income

Our company’s interest income decreased marginally from S$5,000 in 8M2021 to S$3,000 in
8M2022.

Other income and gains

Our company’s other income and gains decreased by approximately S$300,000, from S$471,000
in 8M2021 to S$171,000 in 8M2022, mainly due to lower government grants received under
the Jobs Support Scheme during 8M2022. We received government grants of S$438,000 and
S$131,000 in 8M2021 and 8M2022 respectively.

Administrative expenses

Our administrative expenses increased by approximately S$455,000 or 64.9%, from S$701,000
in 8M2021 to S$1.2 million in 8M2022 mainly due to the reinstatement of salary for all employees
with effect from April 2021.

Finance costs

Our company’s finance costs increased by approximately S$19,000 or 25.7% from S$74,000 in
8M2021 to S$93,000 in 8M2022. The increase was mainly due to the increase in interest on term
loans of approximately S$19,000 from S$64,000 in 8M2021 to S$83,000 in 8M2022, as interest
payments commenced from September 2020 and November 2020 for two of the term loans.

Other expenses
Our company’s other expenses increased marginally by approximately S$41,000 or 5.5%.

Other losses

We recorded other losses of S$479,000 in 8M2022 as a result of the expenses incurred in
connection with the Proposed Acquisition.

Income tax expenses

The income tax expenses of our company increased by approximately S$301,000 from S$2,000 in
8M2021 to S$303,000 in 8M2022. The increase was mainly due to the non-deductible expenses
for the Proposed Acquisition and an under adjustments to current tax in respect of prior period of
approximately S$70,000, partially offset by the deferred tax income of approximately S$9,000.

Profit for the financial period

As a result of the above, our company registered a net profit of approximately S$934,000 and
S$$545,000 in 8M2021 and 8M2022 respectively.

Review of Financial Position

Non-Current Assets

Non-current assets of our company comprise (i) property, plant & equipment, (ii) right-of-use
assets, (iii) trade and other receivables and (iv) deferred tax assets. Non-current assets amounted
to approximately S$5.1 million and S$$5.4 million, representing 20.9% and 20.7% of our company’s
total assets as at 30 June 2021 and 28 February 2022 respectively.

A-67



APPENDIX A — LETTER TO SHAREHOLDERS FROM THE PROPOSED NEW BOARD

Property, plant and equipment

Property, plant and equipment comprise leasehold properties, being 39 Sungei Kadut Loop,
Singapore 729494 (“JTC Land”), leasehold improvement, furniture and fitting, motor vehicles,
office equipment and tools and equipment. Property, plant and equipment amounted to
approximately S$1.9 million and S$1.6 million, representing 36.8% and 30.3% of our company’s
non-current assets as at 30 June 2021 and 28 February 2022 respectively. The decrease in
property, plant and equipment was mainly due to depreciation expenses recognised during 8M2022
of approximately S$377,000, partially offset by the acquisition of property, plant and equipment of
approximately S$111,000.

Right-of-use assets

Right-of-use assets refer to the land lease from the Jurong Town Corporation in respect of the JTC
Land and is depreciated over the lease period from 31 August 2015 to 28 February 2025. Right-of-
use assets amounted to approximately S$224,000 and S$183,000, representing 4.4% and 3.4%
of our company’s non-current assets as at 30 June 2021 and 28 February 2022 respectively. The
decrease in right-of-use assets was due to the depreciation of the right-of-use assets.

Trade and other receivables

Trade and other receivables comprise mainly retention receivables. Retention receivables refer to
a portion of the contract value, normally between 5% and 10% of the total contract value withheld
by our company’s customers as security against our company failing to adequately complete
its obligation under the contract. Typically, half of the retention monies will be released upon
substantial completion and the remaining released upon final completion (which is after the defect
liability period, being usually between 12 and 18 months from the substantial completion date of
the main contract or upon issuance of final completion certificate under the main contract). The
retention monies that are receivable after 12 months from the reporting date are recorded as non-
current. Trade and other receivables amounting to S$3.0 million and S$3.5 million, representing
58.8% and 66.1% of our company’s non-current assets as at 30 June 2021 and 28 February 2022
respectively, mainly relate to retention receivables from the commercial projects undertaken by our
company. Total retention receivables as at 30 June 2021 and 28 February 2022 was S$3.4 million
and S$3.7 million respectively. The increase of approximately S$347,000 in retention receivables
was due to new projects commencing during 8M2022. As at the Latest Practicable Date, we do
not foresee any difficulty in recovering trade receivables including retention receivables from our
customers.

Deferred tax assets

Deferred tax assets relate to unrecognised deferred tax assets offset by the deferred tax relating
to the depreciation expense on right-of-use assets and interest on lease liabilities. Recognised
deferred tax assets amounted to approximately S$9,000, representing 0.2% of our company’s non-
current assets as at 28 February 2022.

Current Assets

Current assets comprise (i) contract assets, (ii) other assets, (iii) trade and other receivables and
(iv) cash and cash equivalents. Current assets amounted to S$19.4 million and S$20.5 million,
representing 79.1% and 79.3% of our company’s total assets as at 30 June 2021 and 28 February
2022 respectively.

Contract assets

Contract assets primarily relate to our company’s right to consideration for work completed but
not billed at the reporting date on construction contracts and any impairment losses recognised in
the reporting year. The contract assets are transferred to the receivables when the rights become
unconditional. This usually occurs when the work is certified by the customers and the Company
invoices the customers. Contract assets amounted to approximately S$10.5 million and S$11.9
million, representing 54.3% and 57.9% of our company’s current assets as at 30 June 2021 and
28 February 2022. The contract assets as at 28 February 2022 mainly relate to works carried out
for Avenue South Residence, Maxwell Chambers and NUS-PGPR and pending certification by
customers.
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Other assets

Other assets comprise advances paid to suppliers, deposits to secure services and prepayment for
expenses. Other assets amounted to approximately S$505,000 and S$362,000, representing 2.6%
and 1.8% of our company’s current assets as at 30 June 2021 and 28 February 2022 respectively.

Trade and other receivables

Trade and other receivables comprise mainly (i) trade receivables from customers, (ii) retention
monies that are receivables in 12 months from the reporting date and (iii) other receivables and
loan to staffs. Trade and other receivables amounted to approximately S$4.5 million and S$3.4
million, representing 23.2% and 16.8% of our company’s current assets as at 30 June 2021 and
28 February 2022. The decrease in trade and other receivables was due to faster recovery of trade
receivables from customers during 8M2022. Trade receivables (excluding retention receivables)
turnover days reduced from 40 days in FY2021 to 28 days in 8M2022.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and fixed deposits pledged for banking
facilities. Cash and cash equivalents amounted to approximately S$3.9 million and S$4.8 million,
representing 20.0% and 23.5% of our company’s current assets as at 30 June 2021 and 28
February 2022. Please refer to the Section titled “Liquidity and Capital Resources” for more details
on the changes of cash and cash equivalents during the Period Under Review.

Equity

Equity of our company comprises share capital and retained earnings. Equity attributable to equity
holders of our company amounted to approximately S$6.4 million and S$7.0 million as at 30 June
2021 and 28 February 2022 respectively. The increase of approximately S$545,000 in equity was
attributable to the net profit recorded in 8M2022.

Non-current Liabilities

Non-current liabilities comprise (i) lease liabilities and (ii) other financial liabilities. Non-current
liabilities amounted to approximately S$4.9 million and S$3.8 million, representing 26.8% and
20.2% of our company’s total liabilities as at 30 June 2021 and 28 February 2022 respectively.

Lease liabilities

Lease liabilities relate to the non-current portion of our company’s lease in respect of the JTC
Land and motor vehicles. Lease liabilities amounted to approximately S$266,000 and S$206,000,
representing 5.5% and 5.4% of our company’s non-current liabilities as at 30 June 2021 and 28
February 2022 respectively.

Other financial liabilities

Other financial liabilities refer to the non-current portion of the secured bank loans obtained to
finance working capital. Other financial liabilities amounted to approximately S$4.6 million and
S$$3.6 million, representing 94.5% and 94.6% of our company’s non-current liabilities as at 30 June
2021 and 28 February 2022 respectively. The decrease was mainly due to repayment of secured
bank loans during the 8-month period ended 28 February 2022.

Current Liabilities

Current liabilities comprise (i) income tax provision, (ii) trade and other payables, (iii) contract
liabilities, (iv) lease liabilities and (v) other financial liabilities. Current liabilities amounted to
approximately S$13.3 million and S$15.1 million, representing 73.2% and 79.8% of our company’s
total liabilities as at 30 June 2021 and 28 February 2022 respectively.

A-69



APPENDIX A — LETTER TO SHAREHOLDERS FROM THE PROPOSED NEW BOARD

11.4.

Income tax provision

Income tax provision refers to the liability to pay corporate income tax in accordance with the
tax regulations in Singapore. Income tax provision amounted to approximately S$322,000 and
S$$242,000, representing 2.4% and 1.6% of our company’s current liabilities as at 30 June 2021
and 28 February 2022 respectively.

Trade and other payables

Trade payables mainly comprise payables to subcontractors and suppliers, including retention
of subcontractor fees. Trade and other payables amounted to approximately S$8.2 million and
S$7.7 million, representing 61.7% and 50.8% of our company’s current liabilities as at 30 June
2021 and 28 February 2022 respectively. The decrease in trade and other payables was mainly
due to shorter credit terms offered by suppliers and subcontractors due to labour shortage in the
construction industry. Trade payables (excluding retention payables) turnover days reduced from 91
days in FY2021 to 73 days in 8M2022.

Contract liabilities

Contract liabilities primarily relate to advance consideration received from customers. Contract
liabilities amounted to approximately S$264,000 and S$672,000, representing 2.0% and 4.5% of
our company’s current liabilities as at 30 June 2021 and 28 February 2022 respectively.

Lease liabilities

Lease liabilities relate to the current portion of our company’s lease in respect of the JTC Land and
motor vehicles. Lease liabilities amounted to approximately S$89,000 and S$90,000, representing
0.7% and 0.6% of our company’s current liabilities as at 30 June 2021 and 28 February 2022
respectively.

Other financial liabilities

Other financial liabilities refer to the bills payable and the current portion of the secured bank loans
obtained to finance working capital. Other financial liabilities amounted to approximately S$4.4
million and S$6.4 million, representing 33.2% and 42.5% of our company’s current liabilities as
at 30 June 2021 and 28 February 2022 respectively. The increase was mainly due to increase in
bills payable of approximately S$1.9 million or 64.3% to repay creditors and partially offset by the
repayment of bank loans.

Liquidity and Capital Resources

During the Period Under Review, our company financed its operations mainly through a
combination of shareholders’ equity (including retained earnings), loans and borrowings from banks
and net cash generated from operating activities. Our company’s principal uses of cash have been
for (a) working capital requirements; (b) capital expenditures; (c) repayment of loans and bank
borrowings and interest expense; and (d) lease payments.

As at 28 February 2022, our company had cash and cash equivalents of S$4.8 million and net
working capital of approximately S$5.4 million. As at 28 February 2022, our company recorded
shareholders’ equity of S$7.0 million.

We recorded net working capital of S$706,000, S$6.2 million and S$5.4 million as at 30 June
2019, 30 June 2021 and 28 February 2022 respectively and recorded negative working capital
of S$276,000 as at 30 June 2020. The negative working capital in FY2020 was mainly due to the
classification of the non-current portion of the bank borrowings as current, due to the breach of
loan covenants as at 30 June 2020 which were subsequently waived by the bank. Net working
capital increased from negative S$276,000 as at 30 June 2020 to S$6.2 million as at 30 June
2021 mainly due to the increase in contract assets and trade and other receivables as more works
were performed after the relaxation of the circuit breaker measures. Net working capital decreased
from S$6.2 million as at 30 June 2021 to S$5.4 million as at 28 February 2022 mainly due to the
increase in bills payable.
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As at the Latest Practicable Date, our company had cash and cash equivalents of approximately
S$3.5 million.

As at the Latest Practicable Date, approximately S$3.3 million or 99.7% of our trade receivables
(excluding retention receivables) as at 28 February 2022 have been collected, including S$1.1
million of the trade receivables which were past due as at 28 February 2022, barring unforeseen
circumstances, we do not expect any material expected credit loss for trade receivables to be made
post-Completion for the remaining balance.

In assessing whether the Enlarged Group has sufficient working capital, the Proposed New Board
and the Sponsor and Financial Adviser have considered the following:-

(i)

(ii)

(Vi)

(vii)

(ix)

(xi)

(xii)

our company’s revenue grew from S$25.1 million in FY2019 (pre-pandemic) to approximately
S$$37.3 million in FY2021 and recorded revenue of approximately S$24.5 million in 8M2022
as opposed to S$19.4 million in 8M2021. Our company registered net profit of S$2.4 million
in FY2021 and S$545,000 (including one-off expenses of S$479,000 for the Proposed
Acquisition) in 8M2022;

our company’s revenue declined to approximately S$18.7 million and registered net loss of
approximately S$1.6 million in FY2020 mainly due to the circuit breaker measures beginning
from April 2020 and the one-off expenses of S$597,000 incurred in connection with the
Proposed HK IPO;

our company recorded net profit of approximately S$71,000 in FY2019 partially due to the
one-off expenses of S$861,000 for the Proposed HK IPO;

our company has cash and cash equivalents of S$3.5 million as at the Latest Practicable
Date;

the cash flows required to fulfill our order book of approximately S$76.7 million as at the
Latest Practicable Date;

our company has unutilised credit facilities of up to S$3.8 million as at the Latest Practicable
Date. Please refer to Section 12 titled “Capitalisation and Indebtedness” of this Target’s Letter
to Shareholders for further details;

the Enlarged Group does not envisage any material capital expenditures in the next 12
months;

as at the date of lodgment of this Circular, our company does not have any material
contingent liabilities;

the potential claims for liquidated damages (if any) by our customers for delay in completion
or other losses suffered by them where we are in breach of any terms of the contract by off-
setting the same from the retention monies or enforcing the performance bonds;

the payment of dividend of S$1.1 million in respect of the reporting year ended 30 June 2021
by December 2022;

our company had pro forma cash and cash equivalents amounting to approximately S$2.8
million and S$$3.7 million as at 30 June 2021 and 28 February 2022 respectively;

our company had pro forma net current assets amounting to approximately S$5.1 million and
S$4.3 million as at 30 June 2021 and 28 February 2022 respectively;

the expected scheduled repayment of borrowings and interest expenses in the 12-month
period after Completion arising from the borrowings taken up by our company; and
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(xiv) an aggregate loan of up to S$1 million had been granted to the Company by Triple Vision by
way of a loan agreement dated 26 April 2022.

The Proposed New Board is of the reasonable opinion that, having made due and careful enquiry
and after taking into account the factors set out above and the expected cash flows generated from
the Enlarged Group’s operating activities, the working capital available to the Enlarged Group as at
the date of this Circular is sufficient for its present requirements and for at least 12 months after the
Completion.

The Sponsor and Financial Adviser is of the reasonable opinion that, having made due and
careful enquiry and after taking into account the factors set out above and the expected cash
flows generated from the Enlarged Group’s operating activities, the working capital available to the
Enlarged Group as at the date of this Circular is sufficient for its present requirements and for at
least 12 months after the Completion.

For the avoidance of doubt, the Proposed New Board and the Sponsor and Financial Adviser did
not take into account the net proceeds to be raised from the issuance of New Shares (if any) in
arriving at the aforementioned opinions. None of the proceeds to be raised from the Proposed
Placement will be used to pay for any dividends of the Enlarged Group.

A summary of our company’s cash flows for the Period Under Review is set out below. The
following cash flow summary should be read in conjunction with the full text of this Appendix A
and the Circular, including the “Independent Auditor's Report and the Audited Financial Statements
for the Reporting Years Ended 30 June 2019, 30 June 2020 and 30 June 2021 of Lincotrade &
Associates Pte Ltd”, “Independent Auditor's Review Report and the Unaudited Condensed
Interim Financial Statements for the Eight-Month Period Ended 28 February 2022 of Lincotrade
& Associates Pte Ltd” and the “Independent Auditor's Report and the Unaudited Pro Forma
Financial Statements for the Reporting Year Ended 30 June 2021 and Eight-Month Period Ended
28 February 2022 of Lincotrade & Associates Pte Ltd” as set out in Appendices B, C and D
respectively of this Circular.

Audited Unaudited Unaudited Pro Forma

S$$’000 FY2019 FY2020 FY2021 8M2022 FY2021 8M2022
Net cash generated from /
(used in) operating activities 90 494 (4,153) 189 (4,153) 189
Net cash generated from /
(used in) investing activities 639 (34) (61) (108) (61) (108)
Net cash generated (used in) /
from financing activities (832) 2,588 3,657 855 2,557 (245)
Net (decrease) / increase in
cash and cash equivalents (103) 3,048 (557) 936 (1,657) (164)
Cash and cash equivalents at
beginning of financial year 904 801 3,849 3,292 3,849 3,292
Cash and cash equivalents at
end of financial year/period 801 3,849 3,292 4,228 2,192 3,128
Cash and cash equivalents
as per Statement of financial
position 1,076 4,427 3,873 4,809 2,773 3,709
Fixed deposits pledged for
bank facilities (275) (578) (581) (581) (581) (581)

801 3,849 3,292 4,228 2,192 3,128
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FY2019

In FY2019, our company recorded operating cash flows before changes in working capital
of approximately S$1.2 million. Net cash used in working capital amounted to approximately
S$476,000, which was mainly due to (i) an increase in contract assets of approximately S$1.3
million; (ii) a decrease in trade and other payables of approximately S$1.9 million; (iii) an increase
in other assets of $$351,000; and (iv) partially offset by a decrease in trade and other receivables
of approximately S$3.1 million. Our company also paid income tax of approximately S$658,000. As
a result, net cash generated from operating activities amounting to approximately S$90,000.

Net cash generated from investing activities amounted to approximately $S$639,000 was mainly due
to the proceeds from disposal of an associate of $$750,000, partially offset by purchase of plant
and equipment of approximately S$115,000. Please refer to Section 13.2(a) titled “Past Interested
Person Transactions — Sale of shares in MFPL” for details of the disposal of an associate.

Net cash used in financing activities amounted to approximately S$832,000 mainly due to payment
of dividends of approximately S$1.5 million and repayment of bank loans of approximately
S$461,000, which was partially offset by the increase in bills payable of approximately S$670,000
and net increase in amounts due to directors of approximately S$644,000.

As a result of the above, there was a net decrease of approximately $S$103,000 in cash and cash
equivalents from S$904,000 as at 1 July 2018 to S$801,000 as at 30 June 2019.

FY2020

In FY2020, our company recorded operating cash flows used in operating activities before
working capital changes of approximately S$966,000. Net cash generated from working capital
amounted to approximately S$1.7 million, which was mainly due to a decrease in contract assets
of approximately S$$2.2 million, a decrease in trade and other receivables of approximately
S$947,000, a decrease in other assets of approximately S$305,000 and an increase in contract
liabilities of approximately S$618,000, which was partially offset by a decrease in trade and other
payables of approximately S$2.4 million. Our company also paid income tax of approximately
S$$243,000. As a result, net cash generated from operating activities amounted to approximately
S$494,000.

Net cash used in investing activities mainly related to purchase of plant and equipment of
approximately S$44,000.

Net cash flows from financing activities of approximately S$2.6 million was mainly due to bank
borrowings received of approximately S$3.0 million to finance working capital requirements and
increased in bill payables of approximately S$1.3 million, which was partially offset by the net
repayment of amounts due to directors of approximately S$700,000, the payment of dividends of
S$$400,000, cash restricted in use of S$303,000 and repayment of bank loans of S$171,000.

As a result of the above, there was a net increase of approximately $S$3.0 million in cash and cash
equivalents, from S$801,000 as at 1 July 2019 to S$3.8 million as at 30 June 2020.

FY2021

In FY2021, our company recorded operating cash flows before working capital changes of
approximately S$3.5 million. Net cash used in working capital amounted to approximately S$7.6
million, which was mainly due to (i) an increase in contract assets of approximately S$6.0 million
as a result of an increase in on-going projects as at 30 June 2022 including CapitaSpring,
TimMac@ Kranji, Avenue South Residence and the Jervois Mansions showflat; (ii) an increase
in trade and other receivables of approximately S$3.7 million mainly attributable to the increase
in year-end invoicing which is in line with the increase in revenue during FY2021; and (iii) partially
offset by the increase in trade and other payables of approximately S$2.7 million mainly due to the
increase in year-end billing from suppliers and subcontractors. Our company also paid income tax
of approximately S$98,000. As a result, net cash used in operating activities amounted to S$4.2
million.
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11.5.

Net cash used in investing activities mainly related to purchase of plant and equipment of
approximately S$71,000.

Net cash flows from financing activities of approximately S$3.7 million was mainly due to bank
borrowings received of approximately S$3.0 million to finance working capital requirements
and increase in bill payables of approximately S$1.1 million, which was partially offset by the
net movements in amounts due to directors of S$200,000 and payment of interest expenses of
approximately S$108,000.

As a result of the above, there was a net decrease of approximately S$557,000 in cash and cash
equivalents, from S$3.8 million as at 1 July 2020 to S$3.3 million as at 30 June 2021.

8M2022

In 8M2022, our company recorded operating cash flows before working capital changes of
approximately S$1.4 million. Net cash used in working capital amounted to approximately
S$775,000, mainly due to (i) an increase in contract assets of approximately S$1.3 million
mainly from higher contract assets as at 28 February 2022 due to works carried out for Avenue
South Residence, Maxwell Chambers and NUS-PGPR,; (ii) the decrease in trade and other
payables of approximately S$530,000 resulting from shorter credit terms offered by suppliers
and subcontractors due to labour shortage in the construction industry; (iii) partially offset by a
decrease in trade and other receivables of approximately $S$530,000 due to faster collection of
trade receivables, an increase in contract liabilities of approximately S$408,000 from advance
payment collected for new projects secured during 8M2022 and a decrease in other assets
of approximately $S$143,000 due to lower advances paid to suppliers. Our company also paid
income tax of approximately $$392,000. As a result, net cash generated from operating activities
amounted to approximately S$189,000.

Net cash used in investing activities mainly related to purchase of plant and equipment of
approximately S$111,000.

Net cash flows from financing activities of approximately S$855,000 was mainly due to an increase
in bill payables of approximately S$1.9 million, which was partially offset by the repayment of term
loans of approximately $S$914,000.

As a result of the above, there was a net increase of approximately $S$936,000 in cash and cash
equivalents from approximately S$3.3 million as at 1 July 2021 to approximately S$4.2 million as at
28 February 2022.

Capital Expenditures, Divestments, Commitments And Contingent Liabilities

Capital expenditures made by our company during the Period Under Review and for the period
from 1 March 2022 to the Latest Practicable Date were as follows:

Unaudited
1 March 2022
to the Latest

Audited Audited Audited Unaudited Practicable
$$°000 FY2019 FY2020 FY2021 8M2022 Date
Acquisitions
Furniture and fittings - - - 11 -
Office equipment 40 29 13 80 35
Motor vehicles 90 15 163 20 -
Tools and equipment - - 10 - -
Total expenditures 130 44 186 111 35

The above capital expenditures were financed by internally generated funds.
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The following table sets out our company’s divestments during the Period Under Review and for the
period from 1 March 2022 to the Latest Practicable Date:

Unaudited
1 March 2022
to the Latest

Audited Audited Audited Unaudited Practicable
S$°000 FY2019 FY2020 FY2021 8M2022 Date
Office equipment 13 - - 19 -
Tools and equipment - - - 2 190
Total divestments 13 - - 21 190

The divestments in FY2019, 8M2022 and 1 March 2022 to the Latest Practicable Date were mainly
related to our company’s retirement of office equipment and tools and equipment.

Lease commitments

With the adoption of SFRS(I) 16 Leases, the lease commitments of our company are reflected in
our company’s financial statements and comprised leasehold property and motor vehicles.

As at the Latest Practicable Date, our company had lease commitments as follows:

S$°000
Not later than one (1) year 89
Later than one (1) year but not later than five (5) years 184
Total 273

We intend to finance the above lease commitments from internal resources.

Please refer to Section 4.17 titled “Properties and Fixed Assets” of this Target’s Letter to
Shareholders for more details.

Capital commitments

As at the Latest Practicable Date, our company does not have any material capital commitments.

Contingent Liabilities

As at the Latest Practicable Date, our company does not have any material contingent liabilities.

Foreign Exchange Risks Management

The financial statements of our company are presented in S$, which is the functional currency
of our company, and the presentation currency for the financial statements. Transactions in a
currency other than the functional currency are translated into our company’s functional currency
using the exchange rates at the respective transaction dates. Currency translation differences
from the settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies at the closing rate at the balance sheet date are recognised in
the profit and loss statement.

To the extent that our revenue, purchases and operating costs are not sufficiently matched in the
same currency and to the extent that there are timing differences between receipt and payment,
our company will be exposed to any adverse fluctuations in exchange rates. Any restrictions over
the conversion or timing of conversion of foreign currencies may also expose our company to
adverse fluctuations in exchange rates.
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Our company recorded a net foreign exchange gain of approximately S$4,000 for FY2020. Since
our company’s foreign exchange exposure is not material, our company currently does not have
any formal policy for hedging against foreign exchange exposure and has not undertaken any
hedging activities during the Period Under Review. Going forward, our company may employ
hedging instruments to manage our foreign exchange exposure should the need arise. Prior to
implementing any formal hedging policies, our company will seek the approval of the Proposed
New Board on the policy and put in place adequate procedures which shall be reviewed and
approved by the New Audit Committee. Thereafter, all hedging transactions entered into by our
company will be in accordance with the set policies and procedures.

CHANGES IN ACCOUNTING POLICY AND DISCLOSURE ON ADOPTION OF NEW
ACCOUNTING STANDARDS

The audited financial statements of our company and the unaudited condensed interim financial
statements included in Appendices B and C to this Circular, respectively have been prepared
in accordance with SFRS(l)s. These are our company’s first financial statements prepared in
accordance with SFRS(l)s and SFRS(l) 1 First-time Adoption of Singapore Financial Reporting
Standards (International) has been applied.

In adopting SFRS(l)s, our company is required to apply all of the specific transition requirements
in SFRS(I) 1 First-time Adoption of Singapore Financial Reporting Standards (International). Our
company’s opening statement of financial position has been prepared as at 1 July 2018, which is
our company’s date of transition to SFRS(I)s.

The same accounting policies are applied throughout all periods presented in the audited financial
statements and the unaudited condensed interim financial statements in Appendices B and C of
this Circular, respectively, subject to the mandatory exceptions and optional exemptions under
SFRS(I) 1. For first-time adopters, SFRS(I)s allow the exemptions from the retrospective application
of certain requirements under SFRS(I)s. The application of the mandatory exceptions and the
optional exemptions in SFRS(l) 1 did not have significant impact on the financial performance and
financial position of our company.

Please refer to Note 2 of the Independent Auditor's Report on the Financial Statements for the
Reporting Years Ended 30 June 2019, 2020 and 2021 as set out in Appendix B of this Circular
for a discussion of new standards and interpretations under SFRS(l)s which have been adopted
by our company from 1 July 2018, 1 July 2019 and 1 July 2020, as the case may be. Except for
SFRS(I) 16 Leases, there is no material impact on the financial performance and financial position
of the financial statements in the year of initial application.

Please refer to Note 2 of the Independent Auditor's Report on the Financial Statements for the
Reporting Years Ended 30 June 2019, 2020 and 2021 as set out in Appendix B of this Circular
for a discussion of new standards, amendments to standards and interpretations that have been
issued at the end of the reporting period but are not yet effective for our company for the annual
periods beginning on or after 1 July 2021.

Save for the effect of any mandatory or early adoption by our company of any applicable future
new or revised amendments to SFRS(I) that could result in retrospective adjustments, our company
currently has no intention to make any changes to our accounting policy in the next 12 months that
may result in material adjustments to the disclosed financials for the Period Under Review.
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CAPITALISATION AND INDEBTEDNESS

The following information should be read together with “Independent Auditor's Report and the
Audited Financial Statements for the Reporting Years Ended 30 June 2019, 30 June 2020 and
30 June 2021 of Lincotrade & Associates Pte Ltd” and the “Independent Auditor's Review Report
and the Unaudited Condensed Interim Financial Statements for the Eight-Month Ended 28
February 2022 of Lincotrade & Associates Pte Ltd” and the “Independent Auditor’s Report and
the Compilation of Unaudited Pro Forma Financial Information of Lincotrade & Associates Pte
Ltd for the Reporting Year Ended 30 June 2021 and Eight-Month Ended 28 February 2022” as
set out in Appendix B, C and D of this Circular, respectively, and Section 11 titled “Management’s
Discussion and Analysis of Results of Operations and Financial Position” of this Target’s Letter to
Shareholders.

The following table shows our cash and cash equivalents as well as our capitalisation and
indebtedness of our company as at 1 May 2022:

(a) on an actual basis on the unaudited statement of financial position of our company as at
1 May 2022; and

(b) as adjusted for the net proceeds from the issuance of the Placement Shares.

As at 1 May 2022

As adjusted for the
net proceeds from the
issuance of the

Unaudited Placement Shares®
$$°000 $$°000
Cash and bank balances 5,389 7,592
Indebtedness
Current:
] secured and guaranteed 7,569 7,569
e  secured and non-guaranteed 2 2
° unsecured and guaranteed - -
° unsecured and non-guaranteed 65 65
Non-current:
e  secured and guaranteed 3,411 3,411
° secured and non-guaranteed - -
° unsecured and guaranteed - -
° unsecured and non-guaranteed 128 128
Total indebtedness 11,175 11,175
Shareholders’ equity
Share capital 1,500 30,763
Retained earnings 6,405 4,255
Total shareholders’ equity 7,905 35,018
Total capitalisation and indebtedness 19,080 46,193

Note:

(1) Assuming 13.65 million Placement Shares are issued at S$0.22 each after taking into account placement commission
of approximately S$90,000 in total.
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Save for (i) changes in working capital; (ii) scheduled monthly repayments on our leases and
term loans; and (iii) changes in our shareholders’ equity and reserves arising from our day-to-day
operations in the ordinary course of business, there were no material changes to our capitalisation
and indebtedness since 2 May 2022 to the Latest Practicable Date.

The management monitors the capital on the basis of the debt-to-adjusted capital ratio. This ratio is
calculated as net debt / total equity.

The increase in debt-to-adjusted capital ratio from 20.04% in FY2020 to 84.95% in FY2021 was
mainly due to increase in net debt of approximately S$4.7 million from S$0.8 million in FY2020 to
S$$5.5 million in FY2021 to fund the working capital of the Target. This is in line with the increase in
revenue by approximately S$18.6 million or 99.4% from S$18.7 million in FY2020 to S$37.3 million
in FY2021, pursuant to the relaxation of the circuit breaker measures which resulted in more works
carried out.

As at the Latest Practicable Date, our company is not subject to any loan covenant which includes
debt-to-adjusted capital ratio. Please refer to page B-39 of Appendix B of the Circular for further
details.

Credit Facilities

As at 28 February 2022 and as at the Latest Practicable Date, we maintain the following credit
facilities:

Amount of
Amount of facilities Amount of Amount
facilites  granted ~ Amount utilisedas Amount unutilised
granted  asatthe utilised atthe  unutilised asat the
asat28 Latest asat28 Latest asat28 Latest
February Practicable February Practicable February Practicable

Financial Type of 2022 Date 2022 Date 2022 Date Interest Maturity
Institution facilites  (S$'000)  (S$°000)  (S$'000)  (S$'000)  (S$°000)  (S$°000) rates profile
Oversea-Chinese  Trade 2,500 2,500 - - 2,500 2,500 Varied Letters of credit:
Banking interest rates  Maximum tenor
Corporation depending of 120 days
Limited on the Trust receipts:
(‘ocBC")® facility Maximum tenor
of 120 days
Draft loans
(purchase):
Maximum tenor
of 120 days
Draft loans
(purchase) -

pre-shipment:
Maximum tenor

of 60 days
Standard Import 3,000 3,000 2,002 1,893 998 1,107 Varied Maximum tenor
Chartered Bank invoice interest rates of 120 days
(Singapore)™ financing depending
Limited (“SCB”) on the
facility®®

SCB™ Termloan 5,000 5,000 5,000 5,000 - - Fixed rate of 27 May 2025

2.25% p.a.
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Amount of
Amount of facilities Amount of Amount
facilites  granted  Amount utilisedas Amount unutilised
granted  asatthe utilised atthe  unutilised asat the
asat28 Latest asat28 Latest asat28 Latest
February Practicable February Practicable February Practicable
Financial Type of 2022 Date 2022 Date 2022 Date Interest Maturity
Institution facilities  (S$°000)  (S$°000)  (S$'000)  (S$°000)  (S$°000)  (S$°000) rates profile
The Hongkong Trade 1,500 1,500 1,463 1,500 37 - Varied Documentary
and Shanghai interest rates credit line:
Banking depending ~ Maximum tenor
Corporation on the of 60 days
Limited facility® Loan against
(‘HSBC")® import with trust
receipt line:
Maximum tenor
of 120 days
Pre-shipment
buyer loan:
Maximum tenor
of 30 days
Post-shipment
buyer loan:
Maximum tenor
of 120 days
HSBC® Trade - 1,500 - 1,438 - 62 Varied Documentary
interest rates credit line:
depending ~ Maximum tenor
on the of 60 days
facility®® Loan against
import with trust
receipt line:
Maximum tenor
of 120 days
Pre-shipment
buyer loan:
Maximum tenor
of 30 days
Post-shipment
buyer loan:
Maximum tenor
of 120 days
HSBC® Termloan 1,000 1,000 1,000 1,000 - - Fixed rate of 4 September
2% p.a. 2025
HSBC® Guarantee 1,000 1,302 689 1,262 351 40 Varied Document credit
and interest rates  line: Maximum
corporate depending  tenor of 30 days
credit card on the Clean import
facility® loan 1: Maximum
tenor of 120 days
Clean import
loan 2: Maximum
tenor of 120 days
Malayan Banking  Letter of 2,000 2,000 1,909 1,922 91 78 Varied Sight/Local/
Berhad credit and interest rates ~ Usance Letter of
(‘MBB")® trust depending Credit: Up to
receipt on the 120 days
financing facility® Trust receipt
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Amount of
Amount of facilities Amount of Amount
facilites  granted  Amount utilisedas Amount unutilised
granted  asatthe utilised atthe  unutilised asat the
asat28 Latest asat28 Latest asat28 Latest
February Practicable February Practicable February Practicable

Financial Type of 2022 Date 2022 Date 2022 Date Interest Maturity
Institution facilities  (S$°000)  (S$°000)  (S$'000)  (S$°000)  (S$°000)  (S$°000) rates profile
Maybank Hire 98 98 98 98 - - 1.88% flat 20 April 2026
Singapore Purchase p.a. (or
Limited effective
(‘MBB SG")"™ interest
rate of
3.5932263%
pa.)
Toyota Financial Hire 77 77 77 77 - - 2.99% flat 21 September
Services purchase p.a. (or 2025
Singapore Pte Ltd effective
(“Toyota”)1® interest rate
of 5.6242%
pa.)
Total 16,175 17,977 12,238 14,190 3,977 3,787

Notes:

M

The interest rates of the facilities are as follows:
a. Letters of Credit: As per OCBC'’s prevailing schedule of charges

b. Trust receipts: 1.8% p.a. over OCBC’s prevailing cost of funds
c. Draft loans (purchase) and draft loans (purchase) pre-shipment: 1.8% p.a. over OCBC’s prevailing cost of
funds; and

d. Shipping guarantee / airway bills: As per OCBC’s prevailing schedule of charges

The interest rates of the facilities are as follows:
a. Import Invoice Financing: SCB’s costs of funds plus 1.5% p.a. for S$ bills and plus 2% for foreign currency bills

The interest rates of the facilities are as follows:

a. Document credit line: HSBC’s Standard Tariff Commission Rate; and

b. Loan against import with trust receipt line, pre-shipment buyer loan and post-shipment buyer loan: 1.6% p.a.
over HSBC's cost of funds for drawings in S$ and 1.6% p.a. above the term secured overnight financing rate
(“SOFR”) reference rate for drawings in USD

The interest rates of the facilities are as follows:

a. Guarantee facility: 1% p.a. on the face value of the guarantees issued and/or to be issued, for the number of
months or part thereof, calculated from the issuance or effective date (whichever is earlier) to the expiry date
or the end of the claim period (whichever is later) of such guarantee subject to a minimum charge of SGD100/-
per issuance, whichever is higher; and

b. Corporate credit card facility: At HSBC’s prevailing rates.

The interest rates of the facilities are as follows:
a. Sight/local/usance letter of credit: 0.125% per month for a minimum of 2 months; and
b. Trust receipt facility: 1.3% p.a. above MBB’s cost of funds.

Based on the terms of these facilities, prior consent is required to be obtained upon any change in shareholding
of our company. OCBC has provided written consent to the change in shareholding of our company following
Completion and has confirmed that all terms and conditions governing the facilities shall remain unchanged.

Based on the terms of these facilities, prior consent is required to be obtained upon any change in shareholders of
our company. SCB has provided written consent to the change in shareholding of our company following Completion
and confirmed that the facilities granted by SCB to our company will continue on their existing terms in all respects.

Based on the terms of these facilities, prior consent is required to be obtained upon any change in shareholding of
our company. HSBC has confirmed that it has no objections to the change in shareholding by way of supplemental
facility letters which provide that Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon shall hold in aggregate
no less than 55% of the shares of our company (whether directly or indirectly) with any change that results in them
holding less than 55% of the shares of our company to be subject to the prior written consent of HSBC.
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13.

(9) Based on the terms of these facilities, prior consent is required to be obtained upon any change in shareholding of
our company. MBB SG has provided written confirmation that it has no objections to the change in shareholding of
our company following Completion.

(10) These facilities do not contain provisions relating to the change in control and other restrictions requiring any consent
or waiver from the respective lenders.

The amount of facilities granted, amount of utilised facilities and amount of unutilised facilities were
approximately S$16.2 million, S$12.2 million and S$4.0 million respectively as at 28 February
2022.

As at the Latest Practicable Date, there are no material changes in our cash and cash equivalents,
capitalisation and indebtedness as disclosed above, save for the scheduled repayments on our
borrowings and changes to our cash and cash equivalents arising from our day-to-day operations
in the ordinary course of business.

Pursuant to Rule 728 of the Catalist Rules, Tan Jit Meng and Soh Loong Chow Jackie, who will be
Controlling Shareholders of the Company post-Completion, and Tan Chee Khoon have provided
undertakings to notify the Company, as soon as they become aware of any share pledging relating
to their respective Shares, and of any event which will be an event of default, an enforcement event
or an event that would cause acceleration of the repayment of the principal amount of the relevant
loan or debt facilities. The Company will also comply with the announcement requirements under
Rule 728(2) of the Catalist Rules upon any such notification by any of the Controlling Shareholders.

In the event that the Enlarged Group enters into a loan agreement or issues debt securities that
contain a specified condition, and the breach of this specified condition will be an event of default,
an enforcement event or an event that would cause acceleration of the repayment of the principal
amount of the loan or debt securities, significantly affecting the operations of the Enlarged Group
or results in the Enlarged Group facing a cash flow problem, we will immediately announce the
details of the specified condition(s) in accordance with Rule 704(33) of the Catalist Rules, and the
level of these facilities that may be affected by a breach of such specified condition. Pursuant to
Rule 704(33) of the Catalist Rules, a “specified condition” is a condition that makes reference to the
shareholding interests of any Controlling Shareholder, or a restriction on any change of control of
the Company post-Completion.

As at the Latest Practicable Date, to the best of our knowledge, our company is not in breach
of any of the terms and conditions or covenants associated with any credit arrangement or bank
loan which could materially affect our company’s business operations, operating results or financial
position. The Enlarged Group will maintain a permanent schedule of negative and affirmative
covenants for each credit and facility arrangement, and the CFO and finance team will monitor
and review the schedule on a regular basis. Where a covenant has not been complied with, the
Enlarged Group shall take immediate action to remedy such non-compliance. We believe that such
measures are effective to ensure compliance with the loan covenants by the Enlarged Group.

INTERESTED PERSON TRANSACTIONS

This section sets out the interested person transactions entered into by our company and
interested persons as described in Section 13.1 (“Interested Persons”) below during the Relevant
Period as well as interested person transactions entered into by the Company for the period from 1
July 2021 to the Latest Practicable Date.

In line with Chapter 9 of the Catalist Rules, a transaction of value less than S$100,000 is not
considered material in the context of the Proposed Acquisition and is not taken into account for the
purposes of aggregation in this section.

Shareholders should note that upon Completion and the Proposed Listing Transfer, our company
will become a subsidiary of the Company. Accordingly, transactions between any Enlarged
Group Company and any interested person (namely, the Proposed New Board and Controlling
Shareholders of the Company and/or their respective Associates) would constitute interested
person transactions under Chapter 9 of the Catalist Rules.
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13.1. Interested Persons

13.2.

The following is a list of Interested Persons who had transacted with our company during the
Relevant Period:

(@)

()

Tan Jit Meng who is currently the Managing Director and a shareholder of our company.
Upon Completion, he will be a Controlling Shareholder and the Proposed New Managing
Director of the Company.

Soh Loong Chow Jackie who is currently a director and shareholder of our company. Upon
Completion, he will be a Controlling Shareholder and a Proposed New Executive Officer of
the Company.

Tan Chee Khoon who is currently a director and shareholder of our company. Upon
Completion, he will be a substantial shareholder and a Proposed New Executive Officer of
the Company.

Past Interested Person Transactions

Details of the past transactions between our company and the Interested Persons, for the Period
Under Review are as follows:

(@

(b)

Sale of shares in MFPL

On 14 June 2019, our company sold 20 ordinary shares it held in Millennium Fiesta Pte Ltd
(“MFPL”) (being 20% of the MFPLs issued share capital (“MFPL Shares”)) to Tan Jit Meng,
Soh Loong Chow Jackie and Tan Chee Khoon, each of whom purchased from our company
40%, 40% and 20% of the MFPL Shares. The sale was made on a commercial and at
arms-length basis and not taking into consideration the fair value of the MY Land. The total
consideration of S$750,000 for the MFPL Shares was based on MFPLs financial position
as at 30 June 2018, calculated based on our company’s effective interest (20%) in the sum
total of all shareholders’ equity in MFPL and the amount due to shareholders and directors
of MFPL, adjusted for our company’s effective interest (20%) share of losses incurred by
MFPL from July 2018 to June 2019 of approximately $S$247,000 mainly due to depreciation
cost, impairment loss on investment property and administrative expenses. There was no
independent valuation conducted for the purpose of this sale. We are of the view that it is
not prejudicial to the interest of our company as the sale consideration was based on MFPLs
book value as at 30 June 2018, adjusted for the amount due to shareholders and directors of
MFPL and the Target’s share of losses incurred by MFPL from July 2018 to June 2019. We
do not intend to enter into similar transactions following the Completion.

Provision of mortgage over property in favour of facilities granted to our company

The director, Soh Loong Chow Jackie and his spouse, executed a mortgage over their
property in favour of facilities granted by DBS Bank Limited (“DBS”) to our company on
18 September 2015. The property was jointly owned by Soh Loong Chow Jackie and his
spouse. The facilities granted by DBS have been cancelled in May 2019 and the mortgage
was fully discharged in July 2019 respectively.

While the provision of the mortgage was not on an arm’s length basis and not on normal
commercial terms, it was not prejudicial to the interests of our company and its shareholders
since no consideration was paid to Soh Loong Chow Jackie and/or his spouse in the
provision of the mortgage as security for the facilities granted by DBS to our company . We
do not intend to enter into similar transactions following the Completion.
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()

Provision of guarantees by Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee

Khoon

The directors, Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon, have provided
personal guarantees for credit facilities granted by various lenders to our company during the
Relevant Period, the details of which are set out below.

Largest
Amount
Outstanding
under the
Principal Guaranteed
Date of Amount  Facilities
Termination / [ Facility ~ during the
Interested Type of Date of Discharge of Interest Limit Relevant
Person(s)  Borrower Lender Facility Facility Facility Rates (S$°000) Period (S$)
TanJitMeng  Target  Mercedes- Hire 16 May 16 April 2.3% flat 72.592 50,000
Benz purchase 2014 2019 p.a. (or
Financial effective
Services interest
Singapore rate of
Limited 4.5228%
(“Mercedes”) p.a.)
TanJitMeng  Target  Mercedes Hire 13 June 2014 13 May 2.3% flat 76.772 50,000
purchase 2019 p.a. (or
effective
interest
rate of
4.5228%
pa.)
TanJitMeng  Target ~ Mercedes Hire 14 July 14 June 2.3% flat 67.616 50,000
purchase 2014 2019 p.a. (or
effective
interest
rate of
4.5228%
pa.)
Tan Jit Meng  Target MBB Hire 27 October 29 September 2.28% flat ~ 97.224 54,600
purchase 2015 2020 p.a. (or
effective
interest
rate of
4.489738%
pa.)
Tan Jit Target SCB Receivables 30 July 23 February  1.25% 3,800 101,330.30
Meng, Soh purchase 2019 2021 p.a. above
Loong Chow facility SCB's cost
Jackie and of funds
Tan Chee
Khoon,
jointly and
severally
Tan Jit Target DBS Overdraft, 18 September 10 May Varied 6,010 -
Meng, Soh trade and 2015 2019 interest
Loong Chow term loan rates
Jackie and facilities depending
Tan Chee on the
Khoon, facility™
jointly and
severally
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(d)

(e)

Notes:

(1)  The interest rates of the facilities are as follows:

a. Overdraft facility 1: DBS’ prevailing prime rate plus 2.50% p.a.;

b. Trade facilities I: DBS’ prevailing prime rate plus 0.75% p.a. (for S$ denominated bills) and DBS’
prevailing cost of funds plus 3.00% p.a. (for foreign currency denominated bills);

c. Term loan 1: 1t year — DBS’ prevailing Enterprise Financing Rate (“EFR”) minus 3.60%; 2" year — DBS’
prevailing EFR minus 3.30%; and for subsequent years — DBS’ prevailing EFR minus 2.50%;

d. Term loan 2: 15t year — DBS’ prevailing EFR minus 3.60%,; 2" year — DBS’ prevailing EFR minus 3.30%;
and for subsequent years — DBS’ prevailing EFR minus 2.50%; and

e. Term loan 3: 15t year — DBS’ prevailing EFR minus 3.60%,; 2" year — DBS’ prevailing EFR minus 3.30%;
and 3 year — DBS’ prevailing EFR minus 2.50%.

Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon did not receive any
consideration from our company for the provision of the above-mentioned guarantees.

While the provision of these personal guarantees was not on an arm’s length basis and not
on normal commercial terms, they were not prejudicial to the interests of our company and
its shareholders since no consideration was paid to Tan Jit Meng, Soh Loong Chow Jackie
and Tan Chee Khoon.

As at the Latest Practicable Date, the above personal guarantees have been discharged
as the respective loans and facilities have been either been fully repaid or cancelled. Tan
Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon have provided other guarantees
for facilities granted to our company which are present and on-going interested person
transactions. Please refer to Section 13.3(a) titled “Present and On-going Interested Person
Transactions — Provision of guarantees by Tan Jit Meng, Soh Loong Chow Jackie and Tan
Chee Khoon” of this Target’s Letter to Shareholders for more details.

Provision of loans by Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon

During the Relevant Period, Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon
provided loans to our company for working capital purposes:

i. in March 2019, loans of S$200,000, S$200,000 and S$100,000 were provided by Tan
Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon respectively to our company;
and

. in May 2019, loans of S$160,000, S$160,000 and S$80,000 were provided by Tan Jit
Meng, Soh Loong Chow Jackie and Tan Chee Khoon respectively to our company.

In addition, as at 30 June 2020, outstanding dividends payable to Tan Jit Meng, Soh Loong
Chow Jackie and Tan Chee Khoon in the amounts of S$80,000, S$80,000 and S$40,000
declared on 28 February 2020 were reclassified as amounts due to directors.

The provision of the above loans to our company were unsecured, interest-free and without
fixed terms of repayment. While the provision of these loans was not on an arm’s length
basis or on normal commercial terms, the loans were not prejudicial to the interests of our
company.

As at the Latest Practicable Date, the above loans have all been fully repaid. We do not
intend to enter into such similar transactions with Tan Jit Meng, Soh Loong Chow Jackie and
Tan Chee Khoon following the Completion.

Provision of indemnities by Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee
Khoon in favour of financial institutions in consideration of the issuance of
performance bonds to our customers

During the Relevant Period, Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon
provided indemnities in favour of various financial institutions in consideration of the issuance
of performance bonds to our customers for our projects.
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The indemnities provided by Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee Khoon
were without any consideration paid by our company. While the indemnities were not on an
arm’s length basis and not on commercial terms, we are of the view that it was not and
will not be prejudicial to the interests of our company since no consideration was or will be
paid to Tan Jit Meng, Soh Loong Chow Jackie or Tan Chee Khoon for the provision of the
aforesaid indemnities.

As at the Latest Practicable Date, the above indemnities have been discharged as the
respective projects of our company for which the performance bonds were granted by the
financial institutions have been completed. Tan Jit Meng, Soh Loong Chow Jackie and Tan
Chee Khoon have provided other indemnities to financial institutions which are present and
on-going interested person transactions. Please refer to Section 13.3(c) titled “Present and
On-Going Interested Person Transactions — Provision of indemnities by Tan Jit Meng, Soh
Loong Chow Jackie and Tan Chee Khoon in favour of financial institutions in consideration of
the issuance of performance bonds to our customers” of this Target’s Letter to Shareholders
for more details.

13.3. Present and On-Going Interested Person Transactions

(@

Provision of guarantees by Tan Jit Meng, Soh Loong Chow Jackie and Tan Chee
Khoon

During the Relevant Period, our directors, Tan Jit Meng, Soh Loong Chow Jackie and Tan
Chee Khoon provided personal guarantees for credit facilities granted by various lenders to
our company, which are subsisting as at the Latest Practicable Date, and the details of which
are set out below.

Largest
Amount
Outstanding
under the
Guaranteed
Principal Facilities
Amount / during the
Interested Type of Date of Interest  Facility Limit ~ Relevant
Person(s) Borrower Lender Facility Facility Rates (S$°000) Period (S$)
Tan Jit Meng, Target MBB Letter of 22 December  Varied 2,000 280,070.97
Soh Loong credit and 2017 interest rates
Chow Jackie trust receipt depending on
and Tan Chee receivable the facility™
Khoon, jointly financing
and severally facility
Tan Jit Meng, Target HSBC Guarantee 3 June Varied 1,302 688,880
Soh Loong and corporate 2019 interest rates
Chow Jackie credit card depending on
and Tan Chee the facility®
Khoon, jointly

and severally
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Largest
Amount
Outstanding
under the
Guaranteed
Principal Facilities
Amount / during the
Interested Type of Date of Interest  Facility Limit  Relevant
Person(s) Borrower Lender Facility Facility Rates (S$°000) Period (S$)
Tan Jit Meng, Target SCB Import invoice 30 July 2019  SCB’s cost 3,000 534,324.47
Soh Loong financing of funds plus
Chow Jackie 1.5% p.a. for
and Tan Chee S$ bills and
Khoon, jointly SCB's cost
and severally of funds plus
2% for foreign
currency bills
Tan Jit Meng, Target SCB Term loan 18 May 2.25% p.a. 5,000 5,000,000
Soh Loong 2020
Chow Jackie
and Tan Chee
Khoon, jointly
and severally
Tan Jit Meng, Target HSBC Working 20 July 2% p.a. 1,000 1,000,000
Soh Loong capital loan 2020
Chow Jackie
and Tan Chee
Khoon, jointly
and severally
Tan Jit Meng, Target HSBC Trade facility 16 February Varied 1,500 276,540.43
Soh Loong 2022 interest rates
Chow Jackie depending on
and Tan Chee the facility®
Khoon, jointly
and severally
Tan Jit Meng, Target HSBC Trade facility 29 March Varied 1,500 131,600.00
Soh Loong 2022 interest rates
Chow Jackie depending on
and Tan Chee the facility®
Khoon, jointly
and severally
Tan Jit Meng Target OCBC Trade facility ~ 8 February Varied 2,500 -
and Soh Loong 2022 interest rates
Chow Jackie depending on
and Tan Chee the facility®
Khoon, jointly
and severall