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Company Description 
AusGroup Limited, an investment holding company, provides asset maintenance, construction, access, 
fabrication, and marine services to the energy, mining, and industrial sectors in Australia, Singapore, 
Thailand, and Malaysia. The company’s Projects segment provides construction services, including 
structural, mechanical, and piping; painting, insulation, and fireproofing; and engineering, procurement, 
and construction services. Its Access Services segment provides scaffolding, engineering and design, 
labor supply and stock control, logistics, transportation, and rope services. The company’s Fabrication 
and Manufacturing segment offers turnkey solutions to the oil and gas sector, including exploration, 
construction, commissioning, operation, maintenance and repair, and decommissioning in various 
phases of the asset lifecycle. Its Maintenance Services segment provides preventative and breakdown 
maintenance services, as well as shut down services and sustaining capital works. The company’s Port & 
Marine Services segment offers a range of support services to the offshore oil and gas industry, 
including door to door transport of heavy cargoes to remote, undeveloped, and environmentally 
sensitive locations. AusGroup Limited was founded in 1988 and is headquartered in West Perth, 
Australia. 
(Source: http://www.sgx.com/wps/portal/sgxweb/home/company_disclosure/stockfacts?code=5GJ)  



 

 

1. Would the board/management provide shareholders with better clarity on the following 
operational and financial matters? Specifically: 
 

(i) Consent solicitation exercise: On 15 October 2018, the company announced 
that 82.45% of the Notes have voted in favour of the extraordinary resolution 
with the majority opting for the cash instalment option. Does this remove a 
major hurdle for the company and allow it to proceed with the rights issue 
and the negotiation with its banker on the term loan? When does the 
company expect to complete all the financial restructuring? 
 

(ii) Share subscription agreement: On 21 September 2018, the company 
announced that the long-stop date for the subscription has been extended to 31 
December 2018 (from 30 September 2018). Would the board/management 
help shareholders understand the reason(s) for the extension? Is the share 
subscription contingent on the rights issue and vice versa? 

 
(iii) Financial position: Can the board/management update shareholders on 

the targeted/optimal capital structure it is trying to achieve after the 
restructuring and capital raising? 

 
(iv) Work in hand: The current order book stands at just A$230 million, as 

disclosed by the chairman in the annual report. That is approximately equivalent 
to two quarters of revenue, based on the full year revenue of A$567 million in 
FY2018. What are the major opportunities for the group in the next 6-18 
months? In bidding and tendering for contracts, how does the group 
differentiate itself from its competitors? What is the group’s value 
proposition to its potential clients? 

 
(v) Utilisation rate: The group recognised an impairment of $7.5 million for its 

Access services cash-generating-unit (CGU) as major projects were completed in 
the past year. What were the utilisation rates for its scaffolding assets in the 
past year? Did management factor in such impairment costs to the project 
budget when it tendered for such projects?  

 
2. On 27 September 2018, the company made an announcement on SGXNet titled 
“Announcement pursuant to rule 704(5)”. This relates to the disclaimer of opinion by the 
independent auditor of the financial statements for the year ended 30 June 2018.  
 

(i) For the benefit of shareholders who are not deeply familiar with the 
Listing Rules, would the board consider using announcement titles that are 
more descriptive? For instance, companies typically use “Auditor’s comments 
of accounts” or even “Disclaimer of opinion on audited financial statements”.  

 
As noted in the Basis for disclaimer of opinion, the auditors have stated the following:  
 

The Group’s non-current assets at 30 June 2018 include property, plant and equipment 
of AU$45.2 million (2017: AU$43.4 million) and intangible asset of AU$32.1 million 
(2017: AU$31.7 million) attributable to the Port and Marine cash-generating unit 



 

 

(“CGU”). As disclosed in note 24 to the financial statements, the Company has 
estimated the recoverable amount of the Port and Marine CGU based on a fair value 
less cost of disposal method. We were unable to obtain sufficient appropriate audit 
evidence regarding the key assumptions applied to arrive at the recoverable amount 
of the Port and Marine CGU… 

 
The financial statements for the year ended 30 June 2017 also included a disclaimer of 
opinion, with the same basis which is in relation to the recoverable amount of the Port and 
Marine CGU.  
 

(i) Can the audit committee (AC) help shareholders understand why the 
independent auditors were not  able to obtain sufficient appropriate audit 
evidence required to provide a basis for an audit opinion on the 
recoverable amount of the Port and Marine CGU? 
 

(ii) Did the AC review the level of cooperation and assistance given by 
management to the independent auditors? If so, was the AC satisfied with 
the level of cooperation and assistance given by management to the 
independent auditor? 

 
In Note 24(b)(ii) (page 87 – Impairment of non-current asset: Key assumptions in FVLCD 
models), the company has disclosed the assumptions used in the determination of 
recoverable amount of the Port and Marine CGU on a FVLCD basis. The salient points are:  
 

- The port commenced operations in November 2015 and restructured at the end of 
FY2016 with changes made to the operating model  

- New business model has a focused and targeted service offering based on marine 
fuel sales and woodchip sales (including the use of the Port Melville industrial 
precinct and storage laydown facilities) 

- Management has opined that a valuation on the basis of FVLCD is the most 
appropriate option, as it reflects the value of the port in its expanded state rather 
than in its current scale 

- Current valuation by management is based on information from a specialist report 
done in June 2016  

- The 2016 valuation report included assumptions and forecasts up to 2059 (expiry 
of the port licence) for certain segments  

 
(iii) Can the AC confirm that the 2016 specialist report and the management’s 

latest forecasts were provided to the independent auditors?  
 

(iv) Can the AC provide shareholders with better clarity on the assumptions 
used, specifically the growth rates, gross and net margins, market share 
etc?  

 
(v) Given that the independent auditors are not satisfy that the specialist 

report is sufficient as appropriate audit evidence to support the 
recoverable value of the Port and Marine CGU, can the AC elaborate further 
why the directors consider it prudent to carry the property, plant and 



 

 

equipment and intangible asset relating to the Port and Marine CGU at 
A$45.2 million and A$32.1 million respectively?  

 
In the Directors’ statement (page 33), the directors have stated that:  
 

the balance sheet of the Company and the consolidated financial statements of the 
Group as set out on pages 38 to 102 are drawn up so as to give a true and fair view of 
the state of affairs of the Company and of the Group as at 30 June 2018 and of the 
results of the business, changes in equity and cash flows of the Group for the financial 
year then ended; 

 
(vi) Given that the company’s independent auditors have included their 

qualified opinions, can the directors of the company justify the basis for 
their opinion as stated in the Directors’ statement (as shown above, page 
33 of the annual report)?  

 
3.  The attendance of directors at board and board committee meetings is shown in the 
table below (page 23).  
 

 
(Source: Company annual report)  
 
As seen in the table above, the chairman of the board was present for 5 out of 8 board 
meeting, and 3 out of 4 NC board meetings and R&HCC board meetings. In addition, two 
other directors were also absent for 1-2 board meetings.  
 

(i) Can the company help shareholders understand if there were extenuating 
circumstances that led the directors to be absent for the board and board 
committee meetings? 
 



 

 

(ii) In the absence of the chairman, how effective were the board meetings?  
 

(iii) As lead independent director and deputy chairman, Mr Chew Heng Ching was 
absent for two out of the eight board meetings. Can Mr Chew help 
shareholders understand if he would be able to improve his attendance at 
the board meetings? As the company’s constitution allows for a board 
meeting to be conducted by way of a video/telephone conference, did Mr 
Chew call in to the board meetings?  

 
(iv) How can the company, the company secretary and the directors improve 

the scheduling of board meetings so that all directors can be present? 
 
Additional comment: On page 20 of the annual report, the board has provided the group’s 
sustainability statement which will be the basis of its sustainability report. The group is 
said to be in the early stages of determining and defining its material environmental, social 
and governance factors (ESG factors), agreeing on targets and selecting the performance 
indicators at the board level. When does the company plan to release the full 
sustainability report? 
 
 
 
 


