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Issuer: Far East Group Limited 
  
Stock code: 5TJ 
  
Meeting details:  
Date: 15 June 2020 
Time: 11.00 a.m. 
 
Due to the current COVID-19 pandemic, SIAS encourage shareholders to participate at 
AGMs via other means and not to attend any AGM physically. Where the AGM is webcast, 
they can stay on top of their investments by watching the webcast and submitting their 
question to the company in advance. Senior citizens should avoid attending AGMs 
altogether and stay home. 
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Q1. Would the board/management provide shareholders with greater clarity on the 
following operational matters? Specifically:  
 

(i) Manufacturing: The group manufactures electrical, refrigeration and air-
conditioning equipment and parts in China under its “Eden” brand. Revenue 
increased by 5% to $12.2 million in FY2019, allowing the manufacturing division 
to report a small profit before tax of $86,115 (page 92 of the annual report). 
What is the break-even utilisation rate? How much more growth can be 
achieved by Eden with the current manufacturing site? Can management 
also help shareholders understand the major products and the breakdown 
of sales by Eden? 
 

(ii) Coolwerkz Engineering Limited: The company acquired an additional 20% 
equity interest in its 40% owned joint venture, Coolwerkz Engineering Limited 
(“Coolwerkz”), on 8 October 2019 and subsequently recognised it as a 60%-
owned subsidiary. Coolwerkz is a provider of engineering (design, installation 
and commissioning) services, consultancy and maintenance works in Myanmar. 
What is the level of control and oversight by management of the day-to-day 
operations of Coolwerkz? What is the size and composition of the 
Coolwerkz team in Myanmar? What are the major opportunities in 
Myanmar, especially as condominium registrations have started in 2020 
under the “Condominium Law” (which was first approved by the 
parliament in 2016)? 

 
 
Q2. As disclosed in Note 8, as part of the purchase agreement with the previous owners of 
M-Tech, additional cash payments, recognised as contingent consideration, will be payable 
to the vendors if certain profit targets are hit. The FY2019 and FY2020 Profit Guarantees 
were each set at $750,000 of net profit after taxes.  
 
The company further stated the following:  
 

As of 31 December 2019, the key performance indicators of M-Tech showed that 
FY2019 Profit Guarantee was not achieved and the achievement of FY2020 Profit 
Guarantee is not probable as the projected FY2020 NPAT is lower than the difference 
between $750,000 and its projected FY2020 NPAT. 
 
Management assessed that the probability of the M-Tech achieving FY2020 Profit 
Guarantee was remote and hence no adjustment was made to the fair value of the 
contingent consideration as at 31 December 2019. 

 
(i) Can management help shareholders understand if M-Tech has performed 

up to expectations since the company’s acquisition? 
 
 



 

Page 3 of 4 
 
 

(ii) Was the purchase agreement structured in such a way that the risks are 
shared with the vendors?  

 
(iii) Has the board carried out a review of M-Tech and evaluated the reasons 

for M-Tech not meeting the profit guarantees?  
 

(iv) What experience has management gained from the company’s first major 
acquisition since it was listed? How will it adjust its acquisition strategy 
going forward? Did the company overpay for M-Tech? 

 
 
Q3. From Note 39 (pages 130 & 131 – Capital management), it can be seen that the group’s 
total loans and borrowings amounted to $32.3 million as at 31 December 2019. The group 
even utilised bank overdraft amounting to $113,150.  
 
Equity attributable to owners of the company amounted to $51.3 million. The debt-to-
equity ratio is approximately 63%.  
 
As seen in Note 11 (page 101 – Investment securities), the group invested $7.9 million in 
quoted investment securities held for trading, consisting of $5.3 million in bonds, $1.6 
million in money market funds and $1.0 million in fixed income funds.  
 

(i) Would the board elaborate further on the capital allocation policy? 
 

(ii) What is its cost of capital?  
 

(iii) Would management help shareholders understand the rationale of 
investing approximately $8 million in quoted securities held for trading 
when it has loans and borrowings of up to $32.3 million?  

 
(iv) In addition, the group holds unquoted securities of Guangzhou Fayi Trading Co., 

Ltd. which is carried at $8.98 million as at 31 December 2019. What is the 
strategic value of this investment?  
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^Amid the global COVID-19 outbreak, issuers who choose to proceed with the AGM before 
30 April 2020 must provide opportunities for shareholders to ask questions. Shareholders 
are encouraged to read the annual report and submit any questions they might have to the 
companies in advance. Issuers would then publicly address the questions at the general 
meeting via the issuer’s website, through “live” webcast and on SGXNet. 
 
Shareholders are welcome to use and/or adapt the questions prepared by SIAS and 
to forward them to the company.  
 
 
Can’t attend the AGM or view the webcast? Check out the latest questions on the annual reports 
of listed companies on SIAS website  
 
Join our mailing list here to receive latest news and upcoming events.   
 

 
CONNECT WITH US 

 
    
 

 
 

                                                        
^ Joint Statement by Accounting and Corporate Regulatory Authority, Monetary Authority of Singapore and 
Singapore Exchange Regulation dated 31 Mar 2020 (https://www.sgx.com/media-centre/20200331-acra-
mas-and-sgx-regco-update-guidance-general-meetings) 

https://sias.org.sg/qa-on-annual-reports/
https://sias.org.sg/subscribe/
https://www.linkedin.com/company/siassingapore/
https://www.instagram.com/siasinvest
https://www.youtube.com/user/TheSIASTube
https://www.facebook.com/SIASORG

