Issuer: Sinwa Limited
Security: Sinwa Limited

Meeting details:

Date: 25 April 2018

Time: 10.00 a.m.

Venue: 28 Joo Koon Circle, Singapore 629057

Company Description

Sinwa Limited, an investment holding company, operates as a marine supply and logistics company servicing the marine and offshore industry in
Singapore, the People’s Republic of China, Thailand, and Australia. The company supplies deck stores, engine stores, electrical stores, safety equipment,
general consumables and tools, provisions, and bonded stores. It also offers agency support services, including immigration, port and customs clearances
and documentation, renewal of certificates, deslopping, and sludge removal and other general agency services for the crew, vessels, and oil rigs of ship
owners, ship management companies, and oil rig operators; and logistics support services consisting of temporary, medium, and long-term storage of
goods and equipment. In addition, the company provides offshore support services comprising the supply of provisions, stores, and spare parts
comprising anchors, anchor chains, ropes, and heavy deck fittings; engineering services; and new building and services for dry-docks. Further, it
distributes wolf safety lamps consisting of hand-held halogen or xenon bulbs and LED torches, flashlights, hand lamps, and lanterns for use with primary
cell or rechargeable batteries; and transformers. Additionally, the company engages in supplying, repairing, and installing deck fittings, vent heads,
bollards, winches, and panama chocks; and property holding, warehousing, and freight forwarding activities. Sinwa Limited was incorporated in 2002 and
is headquartered in Singapore.

(Source: http://www.sgx.com/wps/portal/sgxweb/home/company_disclosure/stockfacts?code=5CN)
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Q1. As noted in the Executive chairman’s statement, the group completed the redevelopment of the group’s existing warehousing
infrastructure in Singapore, adding a further 54,000 square feet of warehousing space to the current storage facilities and
enhancing the cold chain integrity with increased freezer, chiller and ante-room capability.

a) What is the average utilisation rate of the new warehouse? How has the business model evolved or the product
range changed as a result of the new warehouse?

b) Are there further plans to redevelop the older/existing warehouses at 28 Joo Koon Circle?
c) How is the group driving its expansion into additional/adjacent industry sectors such as F&B logistics and supply
chain?

Q2. On 8 December 2017, the company announced that it had entered into two Deeds of settlement to resolve all the disputes
related to Nordic International Limited (NIL). The company said:

The Deeds of Settlement are expected to have a positive impact on the Group’s income statement for the fourth quarter of
the financial year ending 31 December 2017, being the reversal of impairment loss which was provided in the previous year.

The impairment loss provided in FY2016 based on the audited financial statement was $15.1 million.

On 14 December 2017, the company clarified that the reversal of impairment loss was only up to $$2,118,000 (equivalent to
USS$1,566,000, with exchange rate USS1: S$1.3526). This was clarified by the company in its reply to the SGX based on the queries
raised by the Singapore Exchange Securities Trading Limited (“SGX-ST”) dated 13 December 2017.

a) Would the board explain why the 8 December announcement stated that the quantum of the reversal of the
impairment loss would be the amount “which was provided in the previous year” i.e. %615.1 million?

b) Given the 14 December clarification announcement, and based on the audited financial statement for the financial year
ended 31 December 2017, the actual reversal of impairment loss was just $1.38 million (page 79). Would the company
clarify if there will be further reversal in the coming quarters when the settlement amounts are received? Why
does it not expect Morten Innhaug to pay the group the US$500,000 as stated in the deed of settlement (page 98)?

In the Corporate Governance Report, under Principle 1: The board’s conduct of its affairs, the approval of announcements or press
release concerning the group for release to the SGX-ST was explicitly stated as a matter that required the board’s approval.

c) Can the board help shareholders understand if it had specifically approved the 8 December announcement?

d) What improvements to the review/approval process has the board made so that the company’s announcements
are clear, concise and accurate and leave no room for ambiguity?

Q3. With the completion of the warehouse, the group has no other large ticket capital expenditure. As shown in the Operations
and Financial Review, the gearing ratio is a healthy 0.04x and cash and cash equivalents stood at $26.1 million as at 31 December
2017. The group also generated a substantial net cash inflow from operating activities of $8.2 million in 2017 and $14.6 million in
2016.

The board has recommended a final dividend of 0.5 cents per share. Together with the 0.5 cents interim paid out earlier, the 1 cent
dividend represents a dividend payout ratio of 35.8% for FY2017. An extract of the Financial Highlights (page 10) is as follows:
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(Source: Company annual report)

a) Considering that the major capital expenditure cycle is over, and that the group earning and EBITDA/cashflow
levels were strong, can the board help shareholders understand if the payout ratio of 35.8% could have been
higher?

b) Are there further capital expenditure that would require substantial amount of cash?

c) In the last quarterly review of the capital structure, did the board deliberated on the issue of the group’s optimal

capital structure, including the payment and level of dividends and share buy-backs?

A copy of the questions for the Annual Report for the financial year ended 31 December 2016
could be found here:

https://sias.org.sg/qa-on-annual-reports/?company=Sinwa%20Ltd

The company’s response could be found here: -----
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