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1. The company was listed in July 2013 with revenue of just $48.2 million (for the financial year 
ended 30 June 2013), offering services mainly in Repair and Redecoration (“R&R”) and Addition 
and Alteration (“A&A”).  
 
In the 5 years since its listing, the group has grown larger, with revenue exceeding $94 million at 
its peak (FY2016). It is now capable of full range of services and solutions comprising Specialist 
Coating & Painting (“C&P”) services; niche specialist waterproofing services; commercial interior 
design and home retrofitting (“ID”); landscaping, access equipment leasing, green solutions and 
mechanical and electrical works (“M&E”).  
 
As noted in the message from the chairman and CEO, the strategy is to transform the group from 
a R&R and A&A player into a multi-disciplinary provider of total maintenance solutions that offers 
its customers a unique value proposition.  
 
(i) Would management help shareholders understand the changes in the market dynamics, 

customers’ needs and competitive landscape since its listing?  
 
We are all familiar with the demand for better quality, faster service and cheaper price. More 
pertinently, however, is the question: How is ISOTeam going to survive and flourish 
continually?  That is why ISOTeam invests in capabilities to diversify into new areas such as 
homecare, interior decoration, solar installation, horticulture, green building products, and 
energy management. Some of these diversification attempts will still take time to grow. But in 
aggregate, we are able to adapt our portfolio sufficiently to survive and grow. As a CEO, I 
want to be able to constantly innovate, evolve and thereby create more options and add 
value to our customers.  
 

 
Despite the growth in size, the gross profit for FY2018 is back at a level comparable to FY2014.  
 
Return on assets in FY2017 and FY2018 were 6.3% and 1.7% respectively. In FY2013 and FY2014, 
the return on assets achieved was 18.3% and 12.3%.  
 
The return on equity from FY2013 to FY2018 were: 41.1% (FY2013), 23.5%, 17.5%, 17.3%, 11.2% 
and 3.2% (FY2018).  

 
(ii) Is the group growing in a sustainable and profitable manner? Are the depressed returns (ROA, 

ROE) temporary or does it signify a structural change that has impaired the group’s 
profitability? Specifically, are the profit margins from the new segments expected/projected to 
be as high as the margins from A&A/R&R?  

 
Our profit margin in recent years has been under pressure because of smaller sized projects 

and increased competition from non-regular players in the R&R segment, as well as higher cost 

structure and initial capital outlays for projects such as HIP and solar. But we believe our 

returns will gradually improve through cost optimization and resource sharing, which are made 

possible by having our operations consolidated and centralized at our new ISOTeam Building.  

 

Furthermore, we are confident that we are able to secure more tenders and projects from our 

diversified market segments as we are able to tap into the multi-disciplinary capabilities of our 

various subsidiaries, and collaborate with each other to offer integrated solutions to our 

customers.  
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(iii) How important is the scaling up of HIP projects in the group’s long term growth plans?  
 

With our first HIP project, we have gained invaluable experience, capabilities, and invested in 

all the necessary resources. With this foundation in place, we are now in a better position in 

terms of qualification, track record and infrastructure to take on other HIP projects in a cost 

efficient manner.  

 

We believe ISOTeam stands a fair chance of securing future HIP projects because we bring with 

us many lessons learnt from our past HIP project which can be of benefit to HDB. With HIP II, 

which was announced during the National Day rally this year, HDB now has to implement HIPs 

to all blocks twice over their lifespan which means the government budget for HDB upgrading 

programmes will increase substantially. This bodes well for us.  

 
 

(iv) How synergistic is the investment in SG Bike with the group’s core operations?  
 
SG Bike, which is essentially our green mobility business, is synergistic to ISOTeam’s mandate 
to offer environmentally friendly green products and services to the built environment. In 
October 2018, we obtained a full license to operate dockless bicycle rental services under LTA’s 
new licencing regime. We are the first local company to do so as only two other operators, 
both foreign, were given the license.  
 
ISOTeam’s forte is our wide network and good working relationship with government 
authorities and community organizations built over the last 20 years, while our partner’s 
strength lies in its know-how in the bike rental business and their technological solutions to 
solve indiscriminate parking.  
 
We understand the community and government requirements well and believe SG Bike has 
the potential for stable growth. To-date, we have a fleet of 3,000 bikes and barring 
unforeseen circumstances, we plan to expand our fleet dynamically in the next few years.  
 

(v) Can management help shareholders better understand the prospects of some of the 
investments that the group has made in the past 1-2 years? For instance, the group has 
ventured into relatively riskier projects, such as research collaboration on solar floating 
modules, commercialisation of botanical pesticide.  
 
Floating wetlands modules have been successfully implemented in Punggol Waterway and 

Pulau Ubin projects, hence it may not be entirely accurate to label them as “riskier projects”. 

We were awarded a $1.8 million project with the potential to clinch additional orders and 

overseas business of up to $6 million. Renewable solar energy is a growing industry globally 

and underlining this, HDB’s Building Research Institute (BRI) has signed a research collaboration 

agreement with ISOTeam’s subsidiary ISO Landscape for a joint research project for floating 

solar modules in the marine environment. ISOTeam will have the first mover advantage if this 

programme is adopted by Singapore government. 
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Refuse chutes of HDB blocks are fumigated 2 to 3 times a year with chemical pesticide to 

eradicate cockroach infestations. We believe that botanical pesticides can reduce or potentially 

eliminate the use of such chemical pesticides, thus generating significant savings for HDB in 

terms of chemical costs. 

 

Over the course of a nine-month test with the NEA, our Cockroaches and Odour Remover (CnO) 

yielded encouraging results in eliminating cockroaches. We are now entering the final phase of 

site trials before it is registered with NEA as the first botanical pesticide that is not under a 

chemical framework. Given the uniqueness of CnO, we believe that there is potential business 

to be gained from F&B sectors and HDB/ NEA/ Town Councils. 

 
 

(vi) Sustainability: Can management provide more details on how its sustainability efforts (as 
detailed in the Sustainability Report) is linked to the corporate strategy?  
 

In the ever growing and challenging business climate in Singapore, sustainability has become a 

critical business success factor for companies in ensuring long term value creation. Our Group 

recognizes the importance and value of aligning strategies to meet stakeholders needs coupled 

with consistent sustainability reporting. 

 

Apart from striving to conduct our business in an accountable and transparent manner, we are 

constantly seeking to find new and/or innovative ways to reduce our carbon footprint by 

preventing pollution, minimizing waste and efficiently utilizing resources in the course of our 

work. This is visible in the Group’s Green Construction Methodology Practices and Green 

Procurement System, where our clients  can expect the equivalent standard of Project Delivery 

with the least possible environmental impact.  

 

Some of the green services we provide include the supply and installation of composite timber 

decking and installation of renewable energy systems such as solar panels. We believe that 

they are testament to the Group’s corporate strategy of not being just a Building Maintenance 

Solutions Provider but also a Sustainable Solutions Provider to the Community.  

 

Notwithstanding these business activities, the Group has also demonstrated through many 

other CSR activities how adding value back to the environment and community is embedded 

in our corporate directive roadmap. 
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2. The group’s consolidated statement of cash flow for the past 6 years is summarised in the table 

below: 

 

 
(i) The net cash used in investing activities is primarily due to the new corporate office. What is the 

total amount invested in the new Changi North corporate office?  
 

We invested approximately $17.80 million in the corporate HQ to centralize our subsidiaries. It is 

partially financed by the internally generated cash and a major portion of the purchase is financed 

by the bank borrowing.  

 
 

(ii) With the new office, what are the opportunities to improve the group’s productivity and to 
monetise unused/redundant assets?  

 

There are numerous opportunities that can be realized after the relocation of all entities is 

completed. One of it is cost optimization through the centralization of the certain functions. We 

have centralized the support functions such as Accounting & Finance, Human Resources, 

Administration and Safety and we expect to see significant cost efficiencies in the coming years. 

We are enjoying substantial savings in rental, utilities and vehicle upkeep now and expect to benefit 

from the disposal of some properties in the future. In addition, centralizing our operations also 

enhances the cross-selling and resources sharing opportunities across all subsidiaries. It imparts 

savings in time cost among the business units and also allows us to collaborate with each other 

more efficiently and effectively. 

 

(iii) With four years of cash outflow due to investing activities, is the heavy investing phase over?  
 

We have invested the significantly in talents, capabilities, machineries and equipment required 

for the execution of certain projects and we now have sufficient resources and skills to undertake 

more sizable projects by utilizing our own resources. Another major investment is the purchase of 

our new corporate office which will enhance our cost competitiveness in the long run. The 
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investing activities will have to be in line with our growth strategies and we will always be on the 

lookout for investment opportunities to grow additional streams of income as and when we think 

appropriate. 

 

(iv) With cash and cash equivalents at $9.31 million, just higher than the FY13 level, does the group 
have sufficient capital to fund its growth? How can management improve the working capital 
management so that the group is cash generative?  
 
Since our IPO, the Group has been expanding its business and cash resources have been invested 

in the acquisition of companies, overseas business ventures, developing innovative products, and 

nurturing talents. As most of our subsidiaries have been undertaking more sizable projects, working 

capital needs have increased since then as well.  

 

However, the management has implemented numerous action plans and more control measures 

to strengthen project and cash flow management of the Group. The management is also working 

with the internal auditor to improve collection policies and processes. With all necessary measures 

in place, we believe that the Group will have a stronger working capital structure.  

 

3. In Note 30 (page 120 – Financial instruments: Credit risk), the age analysis of trade receivables of 

the group that are past due but not impaired are as follows: 

 

 

Even as the group’s revenue decreased by 1.1% to $83.8 million, the amount of trade receivables 
increased 25% to $6.088 million.  
 
The group recognised $1.42 million in allowance for doubtful receivables in the last financial year. 
This dropped to $65,000 in FY2018 although the amount of trade receivables past due over 121 days 
but not impaired jumped from $1.505 million to $3.312 million as at 30 June 2018.  
 
(i) Can management show a more meaningful analysis by providing an upper limit to the aging (with 

the appropriate breakdown)? Specifically, what is the amount that is past due by more than a year?  
 

The Accounts Receivable (AR) amount due more than 121 days of approximately $3.3 million is 

mainly from public sector projects and we have performed the recovery analysis at the end of 

FY2018. Approximately 45% of $3.3 million is due for more than a year and the major portion is 

arising from the public sector projects. We are following up closely with the customers to get the 
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payment and there was not much concern noted for the recovery. We also perform regular review 

on the AR aging to access the risk exposure and take the necessary preventive actions.  

 
 

(ii) What are the reason(s) for the sharp increase in trade receivables past due over 121 days but not 
impaired?  
 

The increase in the receivable amount due for more than 121 days is mainly related to there being 

more completed projects in FY2018. It depends on the finalization of the final accounts, which 

normally requires longer processing time, before the payment can be received. In addition, there 

was also work done for a private sector A&A project that was billed during FY2018 and it was 

subsequently collected.  

 

(iii) Can management provide an overview of the profile of the debtors with long outstanding debts? 
Please include details such as segment, country, amount due, overdue period, etc to help 
shareholders understand the credit risks involved.  

 

The major portion of the debtors is for public sector projects (mainly R&R and A&A segments) in 

Singapore. Our projects are recurring in nature and we sometimes have more than one project with 

the same customers as our enlarged Group is able to provide more services to the customers. Due 

to the background of the major customers and long term business relationship with them, we are 

of the view that our credit risk is low.  

 

(iv) What is the process by management to evaluate the collectability of these long outstanding debts?  
 
The management reviews Accounts Receivable aging on a monthly basis and keeps the project 

team informed on the receivable amount. The accounts person in-charge will liaise with the 

customer around the payment due date and update the project team if there is any operational 

issues to be resolved. The statement of accounts are also sent to the customers on a regular basis 

to ensure the amount recorded is accurate and aligned with the books of the customers. The 

internal and external auditors also assess the recoverability of the amount. 

 

(v) How is the credit evaluation of new/foreign customers carried out? As the group ventures overseas, 
would it be opportune for the audit committee to review the group’s credit policies and to monitor 
its effectiveness?  
 
The person in-charge of our overseas businesses are hands on with the operations and they 

perform the credit assessment of the customers currently. The management also reviews the 

needs of the internal audit function including the review of credit risk for the overseas operations 

and it will be conducted as and when appropriate.  

 
 

 


