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Q1. The theme for the 2023-2024 annual report is “Reset for Growth”. The group began a
strategic review in May 2023 that ended in March 2024 which concluded with 5 strategic
thrusts over the next 3 years. In addition, a strategic review of the Australia business
commenced in June 2024 to “formulate optionalities.”

The themes for past annual reports are:
- World beyond post
- Delivering for our people and planet
- Stronger as one
- Paving the way for the future of post
- Connecting communities
- Advancing through transformation
- Delivering the future
- Transforming for the future

(i) With the group embarking on a “reset” after a decade of transformation,
what are the implications for shareholders, especially regarding the group
crystallising and delivering value to shareholders? What is management's
level of confidence that Australia will become a key profit driver?

Following the completion of the strategic review to reset for growth, the group will be
reorganised into three business units of Singapore, Australia and International.

(i)  How significant is this corporate restructuring? Does management expect
there to be substantial restructuring costs involved?

(iii)  Is there a risk that the board has been over-reliant on its financial advisors
for the strategic review of the group and now the strategic review of the
Australia business? Are the challenges that prevented management from
conducting the strategic review internally?

On page 4, the company states that it has “orchestrated disciplined and systematic
acquisitions” over the years. The group has continued to invest significantly in Australia,
taking 100% ownership in the FMH Group and acquiring Border Express. Along with
CouriersPlease, the group is now one of the top five logistics company in Australia in terms
of revenue and is working to unlock synergies across the businesses.

(iv) Canmanagement elaborate further on competitive advantage the group has
in Australia? What is its value proposition to customers and how is the
group competing against its peers?

(v) How are the group’s investments in Australia different from past
acquisitions, such as Trade Global and Jagged Peak? The acquisitions of Trade
Global and Jagged Peak resulted in over $200 million in goodwill recognised. The
goodwill recognised on Freight Management Holdings currently exceeds $260
million.
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Q2. The capital structure of the group and company consists of equity attributable to owners
of the parents comprising issued capital, perpetual securities, reserves, retained earnings
and borrowings. The S$250 million perpetual securities issued in April 2022 bear
distributions at a rate of 4.35% per annum, with a reset after 6 July 2027.

The group’s acquisitions have been largely funded by borrowings. Net debt and net debt plus
perpetual securities have increased from $128.7 million to $350.4 million and from $380.2
million to $601.9 million respectively.

The gearing ratio is calculated as net debt / (cash) with and without perpetual securities divided by total equity.
Net debt / (cash) is calculated as borrowings less cash and cash equivalents.

Group Company

2024 2023 2024 2023

$$°000 S$'000 $$°000 S$'000

Net debt / (cash) 350,395 =128 694 (362,373) (375,071)
Total equity 1,420,965 1,374,298 1,244,310 1,208,319
Gearing ratio without perpetual securities 24.7% dmmmm Q43 (29.1%) (31.0%)
Net debt / (cash) plus perpetual securities 601,929 <¢=mmm 330 198 (362,373) (375,071)
Total equity 1,420,965 1,374,298 1,244,310 1,208,319
Gearing ratio with perpetual securities 42 4% G >7 7% (29.1%) (31.0%)

(Source: company annual report)

As noted in the five-year financial summary on pages 64 & 65 of the annual report, the
group’s underlying net profit has decreased to the $30-40 million range in the past two years,
a sharp decline from the ~$80 million level from FY2019-FY2022. The group’s leverage is
also atits highest level. EBITDA to finance expense has dropped from 16 times in 2020 to 6.6
times in 2024.

(i) Has the board set a limit on the group’s gearing?

(ii) Can the board elaborate on the rationale behind issuing perpetual
securities? What are the risks associated with the use of perpetual
securities?

(iii) Whatis management’'s view on the group’s ability to generate free cash flow,
which has fallen significantly to just $38.2 million in 2024 from $156.0
million in 2020, given that total assets, total invested capital and gearing are
all at or near their highest levels?
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The company’s dividend policy has been changed from a payout ratio ranging from 60% to
80% to between 30% and 50% of underlying net profit for each financial year.

(iv) Can the board elaborate on the basis for this policy change? Should
shareholders be concerned that this change in the dividend policy reflects a

lower ability to generate profit and cash flow going forward?

(v) Lastly, can the company clarify if a decision has been made to monetise
SingPost Centre as part of its active capital management strategy?
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Q3. The disclosure on remuneration matters can be found on pages 86 to 90 of the annual
report. In particular, director fees and the remuneration for CEO and key management
personnel is shown on page 88 and 90 respectively.

The guiding principles of the remuneration strategy are disclosed as follows:

The following table sets out the guiding principles of the remuneration strategy and its implementation:

Guiding Principles Details
Alignment with Shareholders’ Interest . Align interests between employees and shareholders
. Design incentive payout structure to align incentive payments

with the long-term perfarmance of the Group

Provide Market Competitive Pay . Offer competitive packages to attract and retain talented and
experienced individuals
. Align total compensation with the market, subject to affordability
Pay-for-Performance . Instill and drive a pay-for-performance culture
. Measure performance against a balanced scorecard, comprising

financial and non-financial metrics

(Source: company annual report)

(1)

(ii)

(iii)

(iv)

v)

(vi)

(vii)

What has been the total shareholder return (TSR) over the past 3,5 and 10
years?

Does the remuneration framework factor in the higher leverage employed
by the group?

How do TSR return on average invested capital (ROIC) impact executive
remuneration (particularly performance bonus)?

Are unrealised property revaluation gains excluded from the calculations of
executive bonuses?

Can the board elaborate further on the key non-financial metrics factored
into pay-for-performance considerations? What are the estimated weights
of the financial and non-financial metrics?

Would the directors consider receiving part of their fees, say 30%, in shares
of the company to better align themselves with shareholders?

Can the board also clarify if the remuneration bands shown on page 90

exclude the value of the shares given to the executives under the Restricted
Share Plan/LTI Plan?
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Remuneration of Executive Director / Group CEO

The following information relates to the remuneration of the Group CEO for the financial year ended 31 March 2024:

SingPost Restricted
Share Plan®
Fixed Variable Provident Total No. Awarded
Component¥ Component? Fund® Benefits¥® Compensation® & Accepted Value
Name of Executive (S$°000) (S$'000) (S$°000)  (S$'000) (S$'000) ("000) (5$'000)
Phang Heng Wee, Vincent
Group CEO 850.0 3138 17.7 45.7 1,227.2 1,136.3 470.1

Remuneration of Other Key Management Personne

The following information relates to the remuneration of the Compa
not Directors or the Group CEO) for the financial year ended 31 March 2024:

key nt positions (which are

SingPost Restricted FMH Group
Share Plan® LTI Plan?
Name of Executive Fixed Variable Provident Total No. Awarded
(In alphabetical order Component® Component® Fund® Benefits* Compensation® & Accepted Value Value
within each band) % % % % % ('000)  (S$'000) (S$°000)

$$1,000,000 to below $$1,250,000

Noel Harriyono Singgih
Group Chief Information
Officer 46.0 48.4 18 38 100.0 699.2 2949 -

$$750,000 to below $$1,000,000

LiYu
CEOQ, International i 16 39 100.0 446.0 184.6 -
Simon Slagter®

Group CEO, Freight
Management Holdings Group . 27 36 100.0 - = 2759

$$500,000 to below $$750,000

Neo Su Yin®

CEO, Singapore 80.7 9.8 34 6.1 100.0 3244 1342 -
Yik Yen Shan, Vincent

Group CFO 74.6 14.4 3.1 79 100.0 382.3 158.2 -

Aggregate compensation paid to the top five key Management positions as at 31 March 2024 (which includes fixed
and variable pay, benefits, provident fund contribution and fair value of long-term incentive grants) is approximately
$$6.02 million.

(Source: company annual report; emphasis added)

Shareholders are welcome to use and/or adapt the questions prepared by SIAS and to
forward them to the company.

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

0000
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