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Q1. The company is proposing to dispose of its 20% stake in Katong Holdings Pte. Ltd.
(KHPL) for $34.5 million. KHPL owns Hotel Indigo Singapore Katong, Holiday Inn Express
Singapore Katong and Katong Square, a retail component. As at 9-month FY2024, KHPL's net
asset value was $292.77 million (unaudited), implying a value of $58.55 million for the
group's 20% stake.

211 Key Financial Figures of Katong Holdings

The key financial figures of Katong Holdings' for FY2022, FY2023 and the
nine-month period for FY2024 are as follows:

FY2024 FY2023 FY2022
Descriptions u(:;:‘:i’t‘;';) (Audited)  (Audited)

SGD’000 SGD’000 SGD’000
Revenue 31,125 38,139 27,241
Profit/(Loss) before Income Tax (11,497) (5,351) 264
Net Profit/(Loss) (11,497) (3,039) (194)
Net Asset Value 292,773 251,810 258,393
Working Capital (48,421) (50,145) (51,671)

(Source: circular to shareholders dated 3 June 2025)
The board has also stated the following:

“... Over the years, management has also been actively trying to engage Katong
Holdings Pte Ltd to provide the group with information necessary for the audit, but to
no avail. As a result, in restating its prior years’ financial statements to comply with the
accounting standards for its investment in Katong Holdings Pte Ltd as required by
ACRA, the group continues to face resistance from Katong Holdings Pte Ltd to engage
or cooperate. Hence, the company has no choice but to exit from this investment. ...”

The rationale and benefits of the proposed disposal are detailed on pages 20 and 21 of the
circular to shareholders?.

(1) For the benefit of shareholders, how was the $34.5 million sale price
determined, given the 20% stake's implied value of $58.55 million? This
would mean that the company lost $0.3 million from its $34.8 million investment
after 11 years when the net value of the underlying assets increased to $58.55
million (for its 20% share).

1

https://links.sgx.com/FileOpen/KHH_Circular%20to%?20Shareholders.ashx?App=Announcement&FileID=84
7844
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(ii)

(iii)

(iv)

GST Reg No: M90367530Y0Y

Who led the negotiations for the company and what was the negotiation
strategy?

What is the current working relationship with MCSK Pte. Ltd. in recent
years? Does the group have any other dealings with Master Contract
Services Pte Ltd, L3 Development Pte Ltd or Mr Leow Ban Leong?

Did the board consider alternative courses of action, including petitioning

for the voluntary winding up of KHPL, exploring minority oppression
remedies or arbitration, to protect the company’s interests?
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Q2. The board, with the concurrence of the audit committee, has opined in the annual report
that the group’s internal controls (including financial, operational, compliance and
information technology controls) and risk management systems were adequate and
effective.

(1) Could the board clarify the contractual rights, veto powers, information
access clauses, and dispute resolution mechanisms included in the
shareholders’ agreement for KHPL? Given the operational and disclosure
challenges, how does the board assess the effectiveness of these provisions
in protecting the group’s investment?

(i) Goingforward, what concrete enhancements have been made to the group’s

investment policies, governance standards, risk oversight, and internal
controls for minority stakes?
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Q3. The company has also highlighted that the sale will “improve cash liquidity and maintain
financial stability” given that there is the absence of new order book inflows.

(c) To Improve Cash Liquidity and Maintain Financial Stability

Given the absence of new order book inflows, by divesting this investment which
has not generated returns, the Group can recover capital funds to cash reserves,
ensuring sufficient liquidity to meet its operational needs, financial commitments
and thereby maintaining financial stability and flexibility.

(Source: circular to shareholders dated 3 June 2025)

(i) Can management elaborate on the group’s optimal capital structure and
clarify whether growth has been constrained by insufficient capital?

(ii) Can management provide greater clarity on the uses of the net proceeds
including any planned repayment of high-cost debt or funding of pipeline
projects?

(iii) For a better understanding by shareholders, why did the company agree to
a staggered payment schedule when the sale price appears to reflect a fire
sale? How does deferring nearly $20 million in proceeds at completion
strengthen the group’s financial position?

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
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