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Company Description

LCT Holdings Limited, an investment holding company, engages in the property investment business in
China. It leases commercial buildings. The company was formerly known as Longcheer Holdings Limited
and changed its name to LCT Holdings Limited in September 2016. LCT Holdings Limited was founded
in 2002 and is based in Shanghai, China.

(Source: http://www.sgx.com/wps/portal/sgxweb/home/company_disclosure/stockfacts?code=B]JL)
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1. The company disposed of its 21.89% stake in Mentech Investment Limited in September
2016 and completed its exit from the volatile electronics industry. Since then, the only
business of the group is its sole investment property in Xi’an, China which is held for rental
income.

Revenue for the year was RMB12.2 million while it incurred administrative costs of
RMB(6.76) million even though the group had no other operations. Profit of the year
attributable to owners of the company was RMB9.08 million, boosted by the RMB10
million non-cash increase in the fair value of the investment property.

In the Letter to shareholders (page 1 of the annual report), it was stated that the board and
management will “continue to seek opportunities to create long term shareholder value,
which includes evaluating strategic opportunities that fit with our long-term vision”.

(i) For the benefit of new and old shareholders, can the company state its
“long-term vision”?

(ii) Would the board help shareholders understand the strategic direction of

the group, following the disposal of the 21.89% associate in the electronics

industry?

In particular, the group’s recent performance, including the main expenses incurred to
support the investment property, is as follows:

FY2015 FY2016 FY2017 FY2018
RMB’000 | RMB’000 | RMB’000 | RMB’000
Revenue 11,325 11,351 11,754 12,215
Direct  expenses incurred for | (2,765) (2,594) (2,645) (2,907)
generating rental income derived
from investment property
Employee benefits expense (2,652) (2,806) (2,229) (2,574)
Administrative expenses (9,239) (9,105) (7,882) (6,759)
Profit/(loss) for the year attributable | (4,996) 6,428 (6,202) 9,075
to owners of the Company
Adjustments (12,136)" | (10,077)™ |- (10,000)*
Adjusted core profit/(loss) (17,132) (3,649) (6,202) (925)

A share of results of an associate
(Source: Company annual report)

(iii) With just an investment property in Xi'an, has the board/management
reviewed the current overheads and streamlined the group to better
control its costs?

(iv) Can management provide a breakdown to the direct expenses and help

* fair value gain on investment property

shareholders understand the company’s efforts to keep costs down?
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Given the scale and the performance of the Xi’an property, it would appear that it cannot
sustainable the group as the sole revenue generator.

(v) What are the efforts by the group to scale up its investments to a more
meaningful level? What progress has been made by the board in the
identification of new businesses?

2. Following the resignation of Dr. Ow Chin Hock on 1 July 2018 as independent director,
there were further changes to the board composition:

- Tao Qiang: Re-designated as an executive director (from an non-executive director
role) on 8 August 2018

- Mr. Deng Hua: Re-designated as a non-executive director (from an executive
director) on 8 August 2018

(i) Would the board help shareholders understand the roles and
responsibilities of Mr. Du Junqi (who is the executive director, chairman
and chief executive officer) and Mr. Tao Qiang (who has been re-
designated as an executive director)?

3. Guideline 2.2 of the 2012 Code of Corporate Governance states that independent
directors should make up at least half of the Board where, inter alia, the chairman of the
board is not an independent director.

The company has stated that:

The present composition of the Board complies with the Code’s guidelines that
Independent Directors make up at least one-third of the Board (page 7).

Mr. Du Junqi is the executive director, chairman and chief executive officer of the company.
As such, the chairman of the board is non-independent and is part of management.

(i) Would the board, especially the nominating committee, help shareholders
understand if Guideline 2.2 would apply to the company?

(ii) If so, would the board consider making further changes to the board
composition to comply with Guideline 2.2 of the 2012 Code?

In addition, two independent directors, namely Mr. David Hwang Soo Chin and Mr. See Yen
Tarn, were both appointed on 22 October 2007.

(iii) What are the board’s near-term plans to refresh the board membership
progressively and in an orderly manner, to avoid losing institutional
memory?

Further, in August 2018, the Monetary Authority of Singapore issued a revised Code of
Corporate Governance (“2018 Code”). As a consequence of the revised 2018 Code, the
Singapore Exchange will be making amendments to its Listing Rules. The Listing Rule
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changes will come into effect on 1 January 2019, except for the rules on the 9-year tenure
for independent directors and the requirement for independent directors to comprise one-
third of the board which come into effect on 1 January 2022. Under the revised Listing
Rules, the term of an independent director will be limited to nine years after which the
long-tenured directors will be subject to a two-tier vote by shareholders.

(iv) Has the board evaluated the impact of the 2018 Code of Corporate
Governance and the amendments to the Listing Rules on the board?

A copy of the questions for the Annual Report for the financial year ended 30 June 2017
could be found here:

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

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




