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Q1. For the financial year ended 30 April 2023, the group achieved record revenue and
improved profits, mainly due to the strong performance of the distribution segment.
Revenue increased by $56.8 million to $128.7 million while profit attributable to
shareholders increased by 32.5% to $4.0 million in FY2023.

The gross profit margin decreased from 27.3% to 21.3% as the group secured a material
contract at a “very low gross margin” for strategic reasons.

(1) Distribution segment: To what extent is the distribution business
characterised by recurring revenue and customers? How does the group
acquire new customers? Could management outline the group's strategies
for obtaining distributorship for new brands and products?

(ii)  Projects: Segment revenue increased by 70% from $38.0 million to $64.7 million
but segment profit of $2.0 million turned into a segment loss of $(2.1) million in
2023. During the year, the group recognised income in the project segment for
one major and several mid-size data centre projects. Can management provide
further insights into the factors influencing their decision to bid for a
substantial contract at a "very low gross margin"? Was this decision driven
by the intention to secure a new customer or to increase the group’s market
share? What are the strategic benefits of this move?

(iii) Energy transition: As countries and companies increasingly emphasize
energy transition, can management provide clarity to shareholders
regarding the outlook of the group's diesel engine business? Are there
indications that diesel engine applications will be gradually phased out, and
does the group currently have strategies in place to integrate or transition
towards electric engines?
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Q2. The company was placed on the SGX-ST watch-list on 4 December 2019 due to the
financial entry criterion. The cure period to meet the requirements of Rule 1314 of the
Listing Manual was 36 months from 4 December 2019.

On 31 October 2022, the company submitted its application to SGX-ST for an extension of
the cure period by 12 months from 2 December 2022. On 2 December 2022, SGX-ST
approved the application, and extended the cure period to 4 December 2023.

In its announcement, the company had stated its intention to “explore the necessary steps to
meet the other requirement of Rule 1314 of the Listing Manual, that of the company having an
average daily market capitalisation of $40 million or more for a period of 6 months prior to the
end of the extension application”.

The minimum share price needed to attain a market capitalization of $40 million would
equate to $0.3648 per share, calculated based on 109,643,921 outstanding shares (excluding
treasury shares). Aside from a brief spike to $0.37 in January 2023, the company's share
price has consistently remained below the required threshold of $0.3648.
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A This stock is currently placed under Watch-list by SGX, as per the Watch-list rules found in Part V of Chapter 13 of the SGX-ST Listing Rules Manual.
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(Source: https://investors.sgx.com/_security-types/stocks/BQF)

In addition, the market capitalisation assessment will cover the 6-month period spanning
from 5 June 2023 to 4 December 2023. With more than two months into the final 6-month
period, the company’s average market capitalisation has fallen short of $40 million.

There is no mention of the company being placed on the SGX-ST watch-list in the annual
report.

(i) Can the board, especially the independent directors, provide shareholders
with a clearer understanding of the options that have been evaluated to
assist the company in achieving a market capitalisation of $40 million or
higher?
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(ii)

(iii)

(iv)

GST Reg No: M90367530Y0Y

Is the company under pressure to undertake corporate actions in order to
expand the group and meet the $40 million market capitalisation
requirement? If this is the case, how does the board ensure that any such
actions would be beneficial for existing shareholders?

If not, is the company seeking another extension from SGX-ST to extend the
cure period? What are the risks that the company would be delisted from
SGX-ST for failing to meeting the requirements of Rule 1314? How pro-
active have the directors been at safeguarding the interests of shareholders,
especially minority shareholders?

Is the board currently considering the possibility of transferring to the
Catalist board? Is this the preferred or expected course of action?
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Q3. On 11 January 2023, Singapore Exchange Regulation (SGX RegCo) announced that it will
limit the tenure of independent directors (IDs) serving on the boards of listed issuers to nine
years. This stemmed from recommendations by the Corporate Governance Advisory
Committee (CGAC). There was broad market support for this change during the public
consultation carried out by SGX RegCo.

Mr Tan Boon Gin, CEO of SGX RegCo, also noted that the limit on tenure of IDs provides an
opportunity for companies to inject new skills, experience and knowledge into their boards,
all of which will be invaluable in guiding the business for the long term.

(i) Has the nominating committee (NC) reviewed the current competency
matrix of the board and identified any gaps in skills or competencies that
need to be addressed in future director appointments?

The NC has stated that it will first tap into directors’ personal contacts and recommendations
for potential candidates.

(ii) Has the NC considered how the use of directors’ personal network as a
source of candidate may impair and even compromise the level of diversity
and independence in the board?

Mr Hong Pian Tee was appointed as an independent director on 27 October 2010. Mr Hong
Pian Tee is also the lead independent director. The company disclosed that the long-tenured
director has offered to step down no later than the FY2024 AGM in August 2024 and that the
company and the NC will shortly commence the search for a new independent director.

(iii) Can the NC confirm that it has not begun the search for new independent
directors even though SGX RegCo announced the maximum 9-year tenure
limit for IDs over 7 months ago in January 2023?

(iv) Has the NC taken a more passive approach with regard to board renewal
process? If so, is there a risk that the board will be competing with many
other affected listed companies to secure a qualified and experienced
director at the end of the transition period?

(v) Would the NC consider promptly commencing the board renewal process
and also explore the option of leveraging an executive recruitment agency
to broaden the search for potential candidates?

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