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deliver
value

k1 Ventures aims to increase the value
of its businesses and investments
to maximise returns for shareholders.
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The Group continued to review
and rationalise its businesses and
investments to achieve healthy
returns on capital.

Group financial highlights
2007

For the year ($ million)
Revenue
Profit
EBITDA
Operating
Before tax
Attributable
Continuing and
discontinued operations**
Total operating cashflow**
Per share (cents)
Basic earnings
Before tax
Attributable
Continuing and
discontinued operations**
Net assets
Net tangible assets
At year-end ($ million)
Shareholders’ funds
Capital employed
Net borrowings (cash)
Gearing (times)
Return on shareholders’ funds* (%)
Profit
Before tax
Continuing and
discontinued operations**

Group quarterly results ($ million)
Revenue
EBITDA
Operating profit
Profit
Before tax
Continuing and
discontinued operations**
Earnings per share (cents)**

2006 % change

Revenue
$ million

473.6

433.1

9

2006

433.1

2007

143.2
93.8
49.0
26.2
26.2
56.9

142.7
85.4
44.5
23.2
175.6
122.8

–
10
10
13
(85)
(54)

473.6

Profit before tax
$ million

44.5

2006
2007

49.0

Earnings per share
cents

2006

1.23

2.18
1.31

2.02
1.23

8
7

1.31
31.9
20.8

9.29
39.8
26.7

(86)
(20)
(22)

679.3
727.7
149.7
0.21

756.1
802.7
127.6
0.16

(10)
(9)
17
31

6.1

5.5

11

3.7

25.5

(85)

1Q

2Q

3Q

4Q

2007
Total

1Q

2Q

3Q

4Q

2006
Total

121.5
42.9
27.7

101.1
27.1
21.8

131.8
33.0
19.1

119.2
40.2
25.2

473.6
143.2
93.8

94.0
28.2
13.0

100.3
31.5
18.3

95.5
31.8
19.0

143.3
51.2
35.1

433.1
142.7
85.4

19.1

2.0

10.2

17.7

49.0

4.2

6.1

6.8

27.4

44.5

12.9
0.68

(2.2)
(0.11)

5.0
0.25

10.5
0.49

26.2
1.31

6.6
0.35

8.6
0.46

9.1
0.48

151.3
8.0

175.6
9.29

2007

1.31

* Based on average shareholders’ funds. Average shareholders’ funds means the average of shareholders’ funds at the beginning and end of the financial year.
** Including discontinued operations in 2006. Discontinued operations represented the Group’s activities in The Gas Company, LLC, the gas distribution business
in Hawaii which was divested on 7 June 2006.
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Chairman’s statement
We are committed to maintain our
focus on our existing investments
in an effort to increase operating
results and value.
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Dear Shareholders,
The past year was one of focus on the operating companies
in a year of challenging economic trends and commodity
price volatility.

Mid Pac had an excellent year, notwithstanding the
significant increase in commodity prices. EBITDA and profit
before tax were up 71% and 435% respectively over the
prior year.

I am pleased to report that k1 Ventures (k1) was able to
navigate the year with both Long Haul Holding Corporation
(Helm) and Mid Pac Petroleum (Mid Pac) either meeting or
exceeding our plans.

The improvement in Mid Pac’s operating results contributed
greatly to our ability to enter into an Agreement to sell
Mid Pac on 16 August 2007 for a cash consideration of
$67.3 million (US$44 million), plus adjustments amounting to
approximately $15.3 million (US$10 million). The sale was
completed on 31 August 2007.

I am also pleased that the Board has once again recommended
a significant capital distribution of six cents per share.
Our results were negatively impacted by currency
losses resulting from the decline in the US dollar against
the Singapore dollar which is our reporting currency.
However, profit before tax from continuing operations
was $49.0 million, an increase of 10% over the prior year.
Excluding the currency loss, the Group’s pre-tax profit from
continuing operations increased by 30% and profit
attributable to shareholders increased 52% over the prior
year, reflecting the improvement in operating results during
the current year.
Helm’s EBITDA was slightly below prior year. We invested
capital into the existing fleet to ensure that the fleet is in
excellent condition, thus reducing the number of days that
equipment was off lease for repairs.
Due to Helm’s operating results and condition of its rail fleet,
we were able to restructure our debt during the year,
resulting in a significant finance cost reduction.
In this respect, we were able to repay the subordinated debt
in the amount of $107 million (US$70 million) through the
expansion of the senior loan from $365.9 million (US$231.2
million) to $455.5 million (US$297.6 million), thus reducing our
annual interest by approximately $4.3 million (US$2.8 million).

Chairman’s statement

Our investment in Knowledge Universe Holdings (KUH)
group of education companies is doing well. We are
optimistic about the initiatives that are underway both in
the US and overseas which are focused on the expansion
of the preschool and child care business.
During the year, our convertible preferred stock in McMoRan
Exploration Co. (MMR), a US publicly traded company on the
NY Stock Exchange, was called by MMR and converted into
2,079,000 common shares.
We continue to hold a major position in MMR which includes
2,309,000 common shares and 2,500,000 warrants. During
the past year, MMR received governmental approval to
proceed with the development of an underwater liquefied
natural gas facility.
In addition, MMR recently announced the acquisition of
a billion dollar portfolio of oil and gas properties in the Gulf of
Mexico, along with land subject to leases which will provide
further opportunity for oil and gas exploration.
There are challenges ahead that will need our continued focus.
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Chairman’s statement

The Board will determine
the most appropriate manner
of distributing the Company’s
cash reserves, as well as
excess cash arising from
the disposal of investments.

Recent downturns in the home building and automotive
industries in the US have had an impact on rail shipments
which in turn have affected the demand for locomotives and
railcars. Most industry analysts predict that the downturn will
be short in duration, but we have and are taking action to
mitigate the impact on Helm.
In this respect, we are carefully assessing our rail equipment
capital improvement plans, as well as looking for opportunities
to strategically rebalance our rail-related inventories.
The worldwide environment for private equity is one of
intense competition, which is being fueled by private equity
funds with enormous access to capital, worldwide and
US specific economic and monetary conditions, in addition
to social and political events.
After much deliberation, it has been determined that
maximisation of shareholder value is best obtained through the
management of the current investments and the distribution
of excess cash. In this respect, we are committed to maintain
our focus on our existing investments in an effort to increase
operating results and value. The Board will determine the
most appropriate manner of distributing the Company’s cash
reserves, as well as excess cash arising from the disposal
of investments.
I would like to express my appreciation to Mr Ang Kong Hua
for his astute leadership of our Audit Committee and his
invaluable contribution to k1 during his term of office.
Once again, I would like to thank the Board of Directors,
shareholders and the management of k1 for their valued
efforts and continued support.
Yours sincerely,

Steven Jay Green
Chairman and Chief Executive Officer
28 September 2007
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Senior management
The broad experience, network and
relationships of senior management
drive the value of investments.

The experienced team at k1 comes from diverse
backgrounds, combining strengths to surface and assess
investments, provide sound advice on transaction
structuring, craft effective solutions for capital needs and
help entrepreneurs and managers build successful
companies and enhance shareholder value.
Steven Jay Green
Chairman and Chief Executive Officer
Jeffrey A. Safchik
Chief Financial Officer and Chief Operating Officer
Cary Meadow
External Consultant, Mergers and Acquisitions

Senior management
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k1 Ventures’ expertise
and experience enable
it to deliver value
for shareholders.
Through its extensive capital
markets experience and networks,
k1 identifies and seizes value
creation opportunities by identifying
companies with strong fundamentals
and potential for growth.

The focus of k1 is to create
consistent and recurring earnings
and cashflow as well as to identify
opportunities which k1 is able to
drive the increase in the value of the
investee company.

k1’s management leverages its
vast business background and
expertise to assist the management
of the investee company to achieve
its goals.

By maintaining a balanced and
efficient capital structure, k1
maximises returns for shareholders.

6

Deliver value
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k1’s expertise and experience allow it to…
identify and seize
opportunities within
industries or markets
that meet k1’s strong
fundamental investment
criteria
add value and support
the investee companies’
growth to maximise
returns for shareholders

Deliver value
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k1 Ventures at a glance
k1 Ventures will continue to be
committed to managing its existing
investments and opportunistic
in its divestment decisions,
with a sustained focus on
enhancing shareholder value.

6.0cts

$473.6m

Capital distribution

Revenue

The Board recommended a capital distribution
of six cents per share to shareholders.

Revenue from continuing operations improved 9% from
FY2006’s $433 million. The increase was due mainly to
better contribution from operating company, Mid Pac.

$49.0m

$27.5m

Profit before tax

Helm’s contribution

Profit before tax from continuing operations was
boosted by 10% from FY2006’s $44.5 million due to
increased contribution from Mid Pac, gains from disposal
of investments and fixed assets as well as higher
interest income from fixed deposits.

Helm contributed $27.5 million in profit before tax
to the Group in FY2007. This accounted for 56% of
the overall Group profit before tax. In FY2006, the
transportation leasing firm contributed $31.3 million
in profit before tax to k1 Ventures.

$6.8m

$7.2m

Investments

Profit from
investing activities

The Group invested approximately $6.8 million
(US$4.5 million) in China Auto during the financial year.
The investment in China Auto enables k1 to participate in
demand growth of passenger cars in the Chinese market.

8

k1 Ventures at a glance

The Group made a total profit of $7.2 million from its
portfolio investment activities. The profit comprised
redemption of its investments, returns from ChrysCapital
as well as a gain from the sale of Good Technology.
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Investment objectives
Leveraging the management’s depth
and breadth of experience in capital
markets, k1 Ventures aims to
deliver value.

Investment objectives

Objectives

Strategy in action

Maximise performance
of existing investments

• Maintain strong cashflow
and generate recurring
earnings
• Identify exit strategies,
including divestments and
public listings to maximise
returns to shareholders

• Actively participate with the management
of its investee companies in
implementing value-added growth
strategies to achieve company goals.
These goals may be financial or
industry-specific initiatives, or
targeting for growth through
globalisation or acquisition
• Review and rationalise investee
companies’ operations and finances
to generate healthy returns on capital

Identify add-on
investment opportunities

• Grow existing investment
platform

• Leverage management’s depth and
breadth of capital markets experience and
relationships to identify possible add-on
opportunities to existing investments for
value creation

Capital efficiency
and risk management

• Optimise capital
and debt structure
• Maintain a diversified and
balanced investment
portfolio

• Maintain diversity within the investment
platform and across the portfolio
to balance risk
• Guided by strict financial discipline,
investments are made in companies
with the potential for generating the
desired returns
• Capital allocation is backed by strong risk
management processes to manage
impact on balance sheet

Investment objectives
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Board of directors
The Board comprises members with
broad experience and significant
expertise to support k1 Ventures in
its strategic goal of increasing value
for shareholders.
Steven Jay Green
Chairman & CEO

Kamal Bahamdan
Non-Executive Director
Member, Audit Committee

Choo Chiau Beng
Non-Executive Director
Member, Nominating Committee
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Board of directors
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Lee Suan Yew
Independent Director
Chairman, Nominating Committee

Lim Chee Onn
Non-Executive Director
Member, Compensation and Share Option Committee

Tan Teck Meng
Independent Director
Chairman, Audit Committee
Chairman, Compensation and Share Option Committee
Member, Nominating Committee

Board of directors
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Board of directors

Teo Soon Hoe
Non-Executive Director
Member, Audit Committee

Yong Pung How
Independent Director
Member, Compensation and Share Option Committee
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Board of directors
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Information on board of directors
and key executive
The Directors contribute strategic
insights and guidance to k1 Ventures
as investments are managed for
greater value.
Directors
Steven Jay Green
US Ambassador to Singapore from November 1997 to
March 2001. Mr Green spearheaded a number of strategic
programmes that greatly enhanced US-Singapore relations in
economic development, intellectual property, immigration
and national security. He is currently a Special Advisor to the
Singapore Government, and is also a director of Vistage
International, Inc., Knowledge Schools Inc., Cardean Learning
Group, Greenstreet Capital Management, Inc. and Long Haul,
Inc and is a Trustee of the University of Miami.
Mr Green is the founder of merchant bank Greenstreet
Partners, and a founding partner of Greenstreet Real Estate
Partners, a real estate investment company with holdings
throughout the US. Mr Green has had 25 years of experience
as an international industrialist leading major corporate
restructurings and expansions in a host of manufacturing,
housing, consumer products, retail and real estate enterprises.
He served as Chairman and CEO of Samsonite Corporation
from 1988 to 1996 where he oversaw the recapitalisation
and subsequent turnaround of the company to a highly
profitable business.

Kamal Bahamdan
Bachelor of Science in Manufacturing Engineering,
Boston University.
Mr Bahamdan is the Chief Executive Officer of the
Bahamdan Group, a diversified investment holding company,
founder and Managing Partner of The BV Group, Managing
Partner of ARC Capital Partners, Vice-Chairman of Sara
Holdings, Chairman of Advanced Telecommunications
Company, and Chairman of Tas’helat Marketing Company.
He also serves on the Board of Directors and Advisory
Boards of several private companies and investment
platforms in the US, Europe and Asia.
Mr Bahamdan is an equestrian Olympian and has competed
in the 1996 Atlanta, 2000 Sydney and 2004 Athens Olympics.

In addition to his corporate responsibilities, Mr Green is also
active in national civic affairs. He serves as a contributing
trustee for a number of community and national charities,
including the Children’s Health Fund and the University of
Miami Advisory Board. He is also the Chairman of the Green
Family Foundation.

Information on board of directors
and key executive
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Information on board of directors
and key executive

Choo Chiau Beng
Bachelor of Science (First Class Honours), University of
Newcastle upon Tyne (awarded the Colombo Plan
Scholarship to study Naval Architecture); Master of Science
in Naval Architecture, University of Newcastle upon Tyne;
attended the Programme for Management Development in
Harvard Business School in 1982 and is a Member of the
Wharton Society of Fellows, University of Pennsylvania.
Mr Choo is Senior Executive Director of Keppel Corporation
Limited and the Chairman and Chief Executive Officer of
Keppel Offshore & Marine Ltd. He is also Chairman of
Singapore Petroleum Company Limited, Singapore Refining
Company Pte Ltd and SMRT Corporation Ltd. Mr Choo sits
on the Board of Directors of Keppel Land Limited, EDB
Investment Pte Ltd and is a Board Member of Singapore
Maritime Foundation and Maritime and Port Authority of
Singapore. He is a member of the Nanyang MBA Advisory
Committee. He is Chairman of the Nanyang Business
School’s International Advisory Board.
He is also Chairman of Det Norske Veritas South East Asia
Committee and Council Member of the American Bureau of
Shipping and member of the American Bureau of Shipping’s
Southeast Asia Regional Committee and Special Committee
on Mobile Offshore Drilling Units.
He is Singapore’s Non-Resident Ambassador to Brazil.
Mr Choo was conferred the Public Service Star Award (BBM)
in August 2004.
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Information on board of directors
and key executive

Lee Suan Yew
MBBS from Cambridge University, Fellow of the Royal
College of Physicians, Glasgow.
Dr Lee is a Director of Haw Par Corporation Ltd. He was
previously a Director of the Board of Singapore General
Hospital, Hotel Properties Ltd and was once a past President
of the Singapore Medical Council. He has recently been
appointed Chairman of the National Medical Ethics Committee.
Dr Lee was appointed a Justice of Peace in 1998 and was
conferred the Public Service Star in 1991 and the Public
Service Star (Bar) in 2002.
Lim Chee Onn
Bachelor of Science (First Class Honours) in Naval
Architecture, Glasgow University; Masters in Public
Administration, Edward S. Mason Fellow, Kennedy School,
Harvard University; Member of the Wharton Society of
Fellows, University of Pennsylvania; Doctor in Engineering
(Honorary), Glasgow University.
Executive Chairman, Keppel Corporation Limited. He is also
Chairman of Keppel Land Limited, MobileOne Ltd and
Singapore-Suzhou Township Development Pte Ltd, and a
Board Member of the Monetary Authority of Singapore and
Keppel Energy Pte Ltd. Mr Lim is also the Honorary
Chairman of the National Heritage Board and Deputy
Chairman/Advisory Board, Harvard Singapore Foundation.
Mr Lim started his career in the Civil Service. He was Deputy
Secretary, Ministry of Communications until elected as
Member of Parliament in July 1977. He served as Political
Secretary, Ministry of Science and Technology from August
1978 to September 1980. Mr Lim was Secretary-General,
National Trades Union Congress from May 1979 to June
1983 and concurrently Minister without Portfolio, Prime
Minister’s Office from September 1980 to July 1983, and
remained as Member of Parliament until December 1992.

k1 Ventures Limited
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In addition, Mr Lim is Co-Chairman, Philippines-Singapore
Business Council and Deputy Chairman of the Seoul
International Business Advisory Council. He is Economic
Advisor to Jiangsu Provincial Government, PRC and
Consultant to the People’s Government of Yunnan Province,
PRC. He is a Member of the Singapore-US Business Council
and a Member of the INSEAD Singapore International
Council. Mr Lim sits on the Board of Trustees, The
Conference Board and Counsellor, The Conference Board’s
Global Advisory Council on Economic Issues. He is also a
Member of the Board of Trustees, Asia Business Council.
Tan Teck Meng
Bachelor of Accountancy (BAcc) University of Singapore
(1970); Master of Commerce (Mcom)(Honours), University of
New South Wales (1982); Honorary PhD, Liaoning University
(China) (1996). Holds Fellowships in the Institute of Certified
Public Accountants of Singapore (FCPA), Australian Society
of CPAs (FCPA), the Institute of Chartered Secretaries and
Administrators (FCIS), and the Chartered Management
Institute, UK (FCMI) and also garnered the Wilford L. White
Award in 1997. Attended the Senior Executive Program at
the Massachusetts Institute of Technology, Boston (1992).
Prof Tan is the Professor of Accounting, Singapore
Management University, where he was the Deputy President
from 1998 to 2001. He was Dean of Accountancy and
Business at the Nanyang Technological University from 1990
to 1998. He is Chairman of the KK Women’s & Children
Hospital’s Medifund Committee, the Singapore National
Committee for Pacific Economic Co-operation and Meridian
Junior College Advisory Committee, and is a Director of the
Singapore Reinsurance Corporation Limited, Kim Eng
Holdings Limited, Singapore Shipping Corporation Limited,
Raffles Education Corporation Limited, Oriental Century
Limited and Hyflux Ltd.

Information on board of directors
and key executive

Teo Soon Hoe
Bachelor of Business Administration, University of Singapore;
Member of the Wharton Society of Fellows, University of
Pennsylvania.
Mr Teo is a Senior Executive Director and the Group Finance
Director of Keppel Corporation Limited. He is the Chairman
of Keppel Telecommunications & Transportation Ltd and
Keppel Philippines Holding Inc. In addition, he is a Director of
several companies within the Keppel Group, including Keppel
Land Limited, Keppel Offshore & Marine Ltd, Keppel Energy
Pte Ltd and Singapore Petroleum Company Limited. He is
also a Director of MobileOne Ltd.
Mr Teo began his career with Keppel Group in 1975 when he
joined Keppel Shipyard. He rose through the ranks and was
seconded to various subsidiaries of the Keppel Group before
assuming the position of Group Finance Director in 1985.
Yong Pung How
BA, Ll B and MA of Cambridge University; Ll D (Honorary) of
National University of Singapore; Ph D (Honorary) of La Salle
University of the Philippines; Ll D (Honorary) of Singapore
Management University; AMP of the Harvard Business
School; Barrister at Law of the Inner Temple and Honorary
Bencher; Advocate and Solicitor, Malaysia and Singapore;
and Fellow of the Malaysian Institute of Management.
Mr Yong was Singapore’s Chief Justice from 1990 to 2006,
during which time he was also the President of the Legal
Service Commission, the Chairman of the Presidential
Council for Minority Rights, and President of the Singapore
Academy of Law. Since 1991, Mr Yong has been appointed
thrice by the Cabinet as acting President of the Republic
of Singapore.
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Information on board of directors
and key executive

He started his legal career as a partner with Shook Lin & Bok
in 1952, serving until his retirement from legal practice
as a senior partner in 1970. Whilst in legal practice, he also
held a variety of public appointments such as Chairman of
the Malayan Public Services Arbitration Tribunal from 1955 to
1960, the Malaysian Industrial Court from 1961 to 1967,
and Malayan Airways (later renamed Malaysia-Singapore
Airlines) from 1964 to 1969. He was also Deputy Chairman
of the largest Malayan bank, Malayan Banking Berhad
between 1966 and 1971.
In 1971, Mr Yong founded the Singapore International
Merchant Bankers Ltd (SIMBL) and Malaysian International
Merchant Bankers Berhad (MIMB), and served as Chairman
and Managing Director of both companies. In 1976, he
retired from SIMBL and MIMB, and was appointed ViceChairman of OCBC Bank. In 1981, Mr Yong was seconded by
OCBC Bank to the Singapore Government to form and head
the Government of Singapore Investment Corporation (GIC).
In 1982, he was appointed concurrently the Managing
Director of the Monetary Authority of Singapore (MAS),
Deputy Chairman of the Currency Commissioners, and
Alternate Governor for Singapore of the International
Monetary Fund. He returned to OCBC Bank as its
Chairman and CEO from 1983 to 1989.
Before returning to the law in 1989 when he was appointed
a judge of the Supreme Court of Singapore, Mr Yong also
served as a member of the Singapore Securities Industry
Council from 1972 to 1981, as a member of the Provisional
Mass Rapid Transit Authority, which planned the MRT, and
later as a Director of the MRT Corporation which built the
MRT between 1981 and 1985. He was Chairman of the
Singapore Broadcasting Corporation from 1985 to 1989,
and in 1987 he became the first Chairman of the Institute
of Policy Studies, as well as a Director of the Singapore
Symphony Orchestra.
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Information on board of directors
and key executive

Mr Yong was conferred the Distinguished Service Order
in 1989 and the Order of Temasek (First Class) in 1999.
The citation on Singapore’s highest award stated that
“as Chief Justice since 28 September 1990, Justice Yong
Pung How has made the Singapore Judiciary world class”.
Key executive
Jeffrey Safchik
Chief Financial Officer/Chief Operating Officer
Mr Safchik received a Certified Public Accountant licence
and graduated with a degree in Bachelor of Business
Administration (majoring in Accountancy) from Pace
University, New York and obtained a Master’s degree in
Taxation from St. John’s University, New York. During the
course of his career, he attended advanced finance and real
estate courses at the Massachusetts Institute of Technology
and New York University.
Mr Safchik is also the Managing Director and Chief Financial
Officer of Greenstreet Partners. He is also a founder of
Greenstreet Real Estate Partners, a company engaged in
the business of real estate investment, and is the Chairman
of their Investment and Advisory Committees. He is an
active member of a number of civic and charitable
institutions in Miami, Florida, and is the Chairman of the
University of Miami Department of Pediatrics Children’s
Council, as well as a trustee of the Green Family Foundation.
He is also a Board Member of Knowledge Schools, Inc.,
Cardean Learning Group and Long Haul, Inc, and is the
Chairman of the Cardean Learning Group audit committee as
well as a member of the Knowledge Learning Corp audit
committee and KSI Executive Committee.
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Corporate governance
k1 Ventures is committed to strong
governance as a guiding principle to
the sustainability of its businesses.

The Board and Management of k1 Ventures Limited (the
“Company”) is committed to maintain a high standard of
corporate governance, and firmly believe that a genuine
commitment to good corporate governance is essential to the
sustainability of the Company’s business and performance.
Accordingly, the Company is committed to make sure that
effective self-regulatory corporate practices are in place to
protect the interest of its shareholders and maximise longterm shareholder value. In addition, the Company ensures
that the corporate practices it adopts are driven by principles
rather than form, and takes into account the nature of the
Company’s existing businesses and operations.
The following describes the Company’s corporate
governance practices that were in place or implemented
during the financial year ended 30 June 2007 with specific
reference to the principles set out in the Code of Corporate
Governance 2005 (the “Code of Corporate Governance”)1.
Board matters
Principle 1: Effective board to lead and control the company
The principal functions of the Board of Directors are to:

•

•
•

•

approve and review appropriate strategic plans, key
operational and financial matters, major investments
and divestments and funding decisions;
oversee the business and affairs of the Company,
including monitoring the performance of management;
oversee processes for evaluating the adequacy of internal
controls, risk management, financial reporting and
compliance, and satisfy itself as to the adequacy of such
processes; and
assume responsibility for corporate governance.

The Board is scheduled to meet every quarter. In addition,
ad hoc non-scheduled Board Meetings are convened when
necessary to deliberate on urgent substantive matters,
and telephonic attendance and conferences via audio-visual
communication at Board meetings are allowed under Article
112A of the Company’s Articles of Association. To assist the
Board in the discharge of its oversight function, various
Board Committees; namely, the Audit Committee, the
Nominating Committee and the Compensation and Share
Option Committee, were constituted with clear written
terms of reference. The Board and Board Committees also

The number of Board and Board Committee meetings held during the financial year, as well as the attendance of each
Board member, are disclosed as follows:
Board Committee Membership
Director

Steven Jay Green
Wong Yip Yan
Ang Kong Hua
Kamal Bahamdan
Choo Chiau Beng
Lee Suan Yew
Lim Chee Onn
Tan Teck Meng
Teo Soon Hoe
Yong Pung How
No. of meetings held
2
3
4
5
6

1

Board Meetings

4
23
44
2
3
4
3
4
4
26
4

Audit

Executive2

–
–
4
–
–
–
–
4
4
–
4

–
–
–
–
–
–
–
–
–
–
0

Nominating

Compensation &
Share Option

–
–
–
–
25
3
–
3
–
–
3

–
–
–
–
–
–
–
–
–
–
0

The Executive Committee (ExCo) has been dissolved with effect from 1 July 2007.
Resigned as Director and Member of the Executive Committee and Compensation and Share Option Committee on 22 December 2006.
Resigned as Director and Chairman of the Audit Committee and Compensation and Share Option Committee on 30 June 2007.
Appointed as a Member of the Nominating Committee on 23 August 2006.
Appointed as a Director on 25 September 2006 and as a Member of the Compensation and Share Option Committee on 22 February 2007.

The Code of Corporate Governance 2005 issued by the Ministry of Finance on 14 July 2005.

Corporate governance
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Corporate governance

rely on circular resolutions and discussions conducted via
telephonic and other forms of correspondences in the
discharge of their duties.

Board composition and balance
Principle 2: Strong and independent element on the board

The Board has adopted internal guidelines setting forth
matters that require Board approval. Prior to 1 July 2007,
any new investments exceeding 20% of the net tangible
assets of the Group required the approval of the Board.
From 1 July 2007, all new investments require the approval
of the Board. All divestments, commitment to loans and lines
of credit from banks and financial institutions continue to
require the approval of the Board.
The Directors will, where necessary, receive appropriate
training on directors’ duties and responsibilities to assist
them in carrying out their expected roles and responsibilities.
The Directors are provided with a Director’s tool kit
containing information on directors’ duties, relevant
Companies Act and Singapore Exchange Securities Trading
Limited (“SGX”) Listing Manual requirements, and the
Company’s governance policies and practices. They will also,
where necessary, receive appropriate training from time to
time on other matters which would help them in the
discharge of their duties as a Director of the Board or as a
member of a Board Committee.

The Company fully appreciates that fundamental to good
corporate governance is an effective and robust board whose
members engage in open and constructive debate. For this
to happen, the Board, in particular the non-executive
Directors, must be kept well informed of the Company’s
businesses, investments and affairs. Towards this end,
the Company has adopted initiatives to ensure that the nonexecutive Directors are well supported by accurate, complete
and timely information, and have unrestricted access to
Management. These initiatives include the circulation of
relevant information on prospective deals and potential
developments at an early stage whenever possible before
formal board approval is sought, as well as business
initiatives, industry developments and analyst and press
commentaries on matters in relation to the Company and/or
the industries in which it operates. The non-executive
Directors do not normally meet without the presence of
Management, but does from time to time communicate via
telephonic conferences to discuss issues relating to board
processes, corporate governance initiatives and other
matters to be discussed during Board meetings.

The nature of the current Directors’ appointments on the Board and details of their membership on Board Committees
are set out as follows:
Committee Membership
Director

Steven Jay Green
Kamal Bahamdan
Choo Chiau Beng
Lee Suan Yew
Lim Chee Onn
Tan Teck Meng
Teo Soon Hoe
Yong Pung How
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Board Membership

Audit

Nominating

Compensation &
Share Option

Chairman & CEO
Non-Executive
Non-Executive
Independent
Non-Executive
Independent
Non-Executive
Independent

–
Member
–
–
–
Chairman
Member
–

–
–
Member
Chairman
–
Member
–
–

–
–
–
–
Member
Chairman
–
Member
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The Directors believe that the Board is made up of
independent Directors who can take a broader view of the
Company’s activities and bring independent judgement to
bear on issues for the Board’s consideration, particularly in
view of the nature of the Company’s business and the
complex transactions in which it participates.
The Board currently consists of eight Directors, seven of
whom are non-executive and out of whom three are
considered independent7 by the Nominating Committee.
The Nominating Committee determines on an annual basis
whether or not a Director is independent, bearing in mind
the Code of Corporate Governance’s definition of who
constitutes an independent Director.
The Nominating Committee has reaffirmed their view that the
current Board comprises persons who as a group is
representative of the principal shareholders of the Company
and who are able to provide the core competencies required for
the Board to be effective and to meet the Company’s
objectives. The Nominating Committee is also of the view that,
taking into account the nature and scope of the Company’s
activities, a Board size of eight to ten members is appropriate.
Chairman and Chief Executive Officer
Principle 3: Chairman and Chief Executive Officer to be
separate to ensure appropriate balance of power, increased
accountability and greater capacity of the board for
independent decision-making
Mr Steven Jay Green is both the Chairman and Chief
Executive Officer (“CEO”) of the Company. The Board
confirms that this has not unduly concentrated power in the
hands of one individual or compromised accountability and
independent decision-making. The Board is also of the firm
and unanimous view that it is in the best interest of the
Company to continue to have an executive Chairman so that
the Board, and in particular the non-executive Directors, can
have the benefit of a Chairman who is knowledgeable about
the businesses of the Company and is thereby better able to
guide discussions and ensure that the Board is properly briefed
in a timely manner on pertinent issues and developments, and
at the same time the benefit of objective and independent
views from the independent Directors. The Board believes that

7

it is the person who fills the role that matters, rather than
whether the roles are separate or combined per se. In this
connection, the Board has considered that it is not necessary,
for the time being, to appoint a lead independent director.
The executive Chairman, in consultation with Management
and the Company Secretary, schedules meetings and
prepares meeting agenda for the Board to perform its duties
responsibly with regard to the Company’s business activities.
The executive Chairman monitors compliance with the
Company’s corporate governance guidelines and the flow of
information from Management to the Board to ensure that all
material information are provided as promptly as possible for
the Board to make informed decisions. In addition, he ensures
that relevant information on industry developments and analyst
and press commentaries on matters in relation to the Company,
its investee companies or the industries in which they operate
are circulated to the Board members so as to enable them to
be updated and thereby enhance the effectiveness of the nonexecutive Directors and the Board as a whole.
Access to information/accountability
Principle 6: Board members to have complete, adequate and
timely information
Principle 10: The board is accountable to shareholders;
management is accountable to the board
The Company recognises fully that the continual flow of
relevant information on an accurate and timely basis is critical
for the Board to be effective in the discharge of its duties.
Board papers are circulated to the Directors as early as
practicable so that members may better understand the
matters prior to the board meeting and discussions may
be focused on questions that the Board has about the
board papers. However, sensitive matters may be tabled
at the meeting itself or discussed without any papers
being distributed.
Management provides the Board with management
accounts on a monthly basis to keep the Board informed of,
on a balanced and understandable basis, the Group’s
performance, position and prospects. Such management
accounts consist of the consolidated profit and loss

The Code of Corporate Governance defines an “independent” director as one who has no relationship with the company, its related companies or its officers
that could interfere, or be reasonably perceived to interfere, with the exercise of the director’s independent business judgement with a view to the best
interests of the company. A related company in relation to a company includes its subsidiaries, fellow subsidiaries, or parent company.
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accounts, analysis of revenues, operating profit and
attributable profit by major subsidiaries and associates
compared against the budgets, together with explanations
given for significant variances for the month and year-to-date.
Board members are also provided with all relevant
information on material events and transactions accurately
and promptly as and when they arise, as well as the
Company’s funding position and investment updates
prior to each Board meeting.
The Board is committed to being open and transparent in
the conduct of the Company’s affairs, whilst preserving the
commercial interests of the Company. The Company started
quarterly reporting of its financial results from the first
quarter of its financial year ended 2003, and financial reports
and other price sensitive information are disseminated to
shareholders through announcements via SGXNET to the
Singapore Exchange Securities Trading Limited.
To enhance communication with investors, the Company
has held several press and analysts’ conferences since 2003
and will continue to do so from time to time as it deems
appropriate. The Company’s website was relaunched in
early 2005, providing investors with weblinks and other
information regarding the Company’s businesses and
investments. The website was revamped in December 2005
to enable investors to have better access to information
regarding the Company, its businesses and investments.
The Board has separate and independent access to the
Management and the Company Secretary at all times.
Should the Directors, whether as a group or individually,
require access to independent professional advice in the
furtherance of their duties, the cost of such advice will be
borne by the Company.
Board committees
Nominating Committee
Principle 4: Formal and transparent process for appointment
of new directors
The Nominating Committee (“NC”) comprises three Directors,
two of whom (including the Chairman) are independent
Directors, namely, Lee Suan Yew (Chairman of the NC), Choo
Chiau Beng and Tan Teck Meng. The NC had three meetings
during the year, which was attended by all members.
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The terms of reference of the NC are as follows:
(a) recommend the appointment and re-appointment
of Directors;
(b) conduct an annual review of the composition of
the Board;
(c) conduct an annual review of the independence of each
Director, and ensure that the Board comprises at least
one-third independent Directors;
(d) assess the effectiveness of the Board;
(e) review the ExCo’s succession plan for Board and
management’s succession plan; and
(f) report to the Board on its plans, actions and outcomes
with respect to its terms of reference.
The Directors submit themselves for re-nomination and
re-election at regular intervals of at least once every three
years. Pursuant to Article 86 of the Company’s Articles of
Association, one-third of the Directors retire from office
at the Company’s Annual General Meeting. In addition,
Article 93 of the Company’s Articles of Association provides
that a newly appointed Director must submit himself for reelection at the Annual General Meeting immediately
following his appointment.
In 2006, the NC recommended, and the Board approved,
a formal process for the selection of new directors to
increase transparency of the nominating process in
identifying and evaluating nominees for directors. The NC
leads the process and makes recommendations to the Board
as follows:
Process for appointment of new directors
(a) NC evaluates the balance of skills, knowledge and
experience on the Board and, in the light of such
evaluation and in consultation with management,
prepares a description of the role and the essential and
desirable competencies for a particular appointment.
(b) External help (for example, Singapore Institute of
Directors, search consultants, open advertisement) to be
used to source for potential candidates if need be.
Directors and management may also make suggestions.
(c) NC meets with the short-listed candidates to assess
suitability and to ensure that the candidate(s) is/are aware of
the expectations and the level of commitment required.
(d) NC makes recommendations to the Board for approval.
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Criteria for appointment of new directors
All new appointments are subject to the recommendation
of the Nominating Committee based on the following
objective criteria:
(1) Integrity
(2) Independent mindedness
(3) Diversity – possess core competencies that meet the
current needs of the Company and complement the skills
and competencies of the existing Directors on the Board
(4) Able to commit time and effort to carry out duties and
responsibilities effectively – proposed director is on
no more than six principal boards
(5) Track record of making good decisions
(6) Experience in high-performing organisations
(7) Business acumen
All new appointments, and all re-nominations, of Directors
are subject to the recommendation of the NC.
The NC will consider the competing time commitments
faced, if any, when Directors serve on multiple boards, on a
case-by-case basis.

intends to continue focusing on collective Board performance
and defer individual assessment to a later stage.
The Board has deemed that the current measure of the Board’s
performance, which focuses on the ability of the Board to lend
support to Management and to steer the Group in the right
direction, appropriate, especially in view of the nature of the
Company’s business. In addition, the Board, through the
delegation of its authority to the NC, has used its best efforts
to ensure that the Board comprises persons who represent the
principal strategic shareholders of the Company as well as
independent Directors who enhance governance in the
interests of all shareholders and the Company.
The Board considers that financial performance criteria may
not be entirely appropriate for tracking Board performance as
it was felt that such criteria did not evaluate a crucial element
of the Board’s role, namely, supervision and oversight. The
Board therefore felt that its performance should be judged
on the basis of accountability as a whole, rather than strict
definitive financial performance criteria.
Audit Committee
Principle 11: Establishment of audit committee with written
terms of reference

Board performance
Principle 5: Formal assessment of the effectiveness
of the board as a whole and the performance of
individual directors
The NC meets to assess the performance of the Board as a
whole on a regular basis and schedules to meet at least once
every six months, and provides feedback to the Chairman of
the Board. The Chairman of the NC will then present the
findings to the Board at the next Board meeting. The Board

The Audit Committee (“AC”) comprises three Directors,
with the Chairman being the only independent Director,
namely, Tan Teck Meng (Chairman of the AC), Teo Soon Hoe
and Kamal Bahamdan. The Chairman of the AC, Prof Tan
Teck Meng, is a certified public accountant whilst Messrs
Teo Soon Hoe and Kamal Bahamdan both have accounting
and/or related financial management expertise and experience.

The year of initial appointment and last re-election of the Directors are set out as follows:
Name

Age

Position

Date of Initial
Appointment

Date of Last
Re-election

Steven Jay Green
Kamal Bahamdan
Choo Chiau Beng
Lee Suan Yew
Lim Chee Onn
Tan Teck Meng
Teo Soon Hoe
Yong Pung How

62
37
60
73
63
60
58
81

Chairman & CEO
Director
Director
Director
Director
Director
Director
Director

7 Sept 2001
9 Jul 2004
27 Jul 2000
8 Aug 2002
12 Sept 2001
8 Aug 2002
25 Jan 1988
25 Sept 2006

31 Oct 2006
21 Oct 2004
31 Oct 2006
31 Oct 2006
21 Oct 2004
27 Oct 2005
27 Oct 2005
31 Oct 2006
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In view of Mr Kamal Bahamdan’s credentials and conduct in
showing independence and objectivity in the broader
performance of his obligations as a director during board
meetings, the Board considers the integrity of Mr Kamal
Bahamdan to be beyond doubt. With the NC’s recommendation,
the Board considers that it is not necessary for the AC to
comprise a majority of independent directors, and that due to
Mr Bahamdan’s financial expertise and experience in
investment funds, he would be the most suitable candidate
to be appointed as the third member of the AC.
The AC had four meetings during the year, which were
attended by all members.
The terms of reference of the AC are as follows:
(a) review the audit plans of the Company’s external auditors
and their evaluation of the systems of internal controls
arising from their audit examination;
(b) review external auditors’ management letter and the
response from the management;
(c) review the independence and objectivity of the external
auditors annually;
(d) review the nature and extent of non-audit services
performed by auditors;
(e) nominate external auditors for re-appointment;
(f) review the valuation of investments;
(g) review the accounts of the Company and the
consolidated accounts of the Group before their
submission to the Board of Directors;
(h) review the scope and results of internal audit procedures;
(i) meet with external auditors and internal auditors, without
the presence of management, at least annually;
(j) review interested person transactions; and
(k) investigate any matters within the AC’s terms of
reference, whenever it deems necessary.

During the year, the AC performed independent reviews of
the financial statements of the Company before the
announcement of the financial results. The AC also met with
the external auditors separately without the presence of
management.
The AC undertook a review of the nature and extent of all nonaudit services performed by the external auditors to establish
whether their independence has in any way been compromised
as a result, and has confirmed that such services would not
affect the independence of the external auditors.
During the year, the Ethics Reporting Policy (the “Policy”),
which provides for the mechanisms by which employees and
other persons may, in confidence, raise concerns about
possible improprieties in financial reporting or other matters,
was launched. A set of guidelines, which was reviewed by
the AC and approved by the Board, was also issued to assist
the AC in managing allegations of fraud or other misconduct
which may be made pursuant to the Policy, so that:
• investigations are carried out in an appropriate and
timely manner;
• administrative, disciplinary, civil and/or criminal actions
that are initiated following completion of investigations,
are appropriate, balanced and fair; and
• action is taken to correct the weaknesses in the existing
system of internal processes and policies which allowed
the perpetration of the fraud and/or misconduct, and to
prevent a recurrence.
Internal audit
Principle 13: Independent internal audit function
The Board believes it is crucial to put in place a system of
internal controls of the Group’s procedures and processes to
safeguard shareholders’ interests and the Group’s assets,
and to manage risks.

The AC has full access to and co-operation of Management
and full discretion to invite any Director or executive officer
to attend its meetings.
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The AC reviews, on an annual basis, the adequacy of the
internal audit function. During its review in the financial year
ended 30 June 2007, the AC again concluded that as all of
the Group’s business activities were conducted overseas,
and that the Company’s main activities in Singapore related
to head office functions and has no operational risks, the
appointment of an internal auditor for the Company in
Singapore was not necessary. Instead, the Company has put
in place certain review procedures to monitor the key
controls and procedures and ensure their effectiveness.
Such procedures will complement the AC’s oversight and
supervision of the Company’s internal controls. As regards
the Group’s businesses overseas, all of the Company’s major
operating subsidiaries either had their own internal audit
functions, or have outsourced their internal audit functions.
The AC is satisfied with the adequacy of the Company’s
internal audit function.
Internal controls and risk management
Principle 12: Sound system of internal controls
The Company’s external auditors conduct an annual review in
accordance with their audit plans, of the effectiveness of the
Company’s material internal controls, including financial,
operational and compliance controls, and risk management.
Any material non-compliance or failures in internal controls
and recommendations for improvements are reported to the
AC. The AC also reviews the effectiveness of the actions
taken by Management on the recommendations made by
the external auditors in this respect.
The risk management process and system of internal
controls in the Company are designed to manage, rather than
eliminate, the risk of failure to achieve the Group’s strategic
objectives. It should be recognised that such systems can
only provide reasonable but not absolute assurance against
material misstatement or loss.

Corporate governance

The AC has reviewed the effectiveness of the procedures
described above and is satisfied that the Company’s
risk management processes and internal controls are
adequate to meet the needs of the Company in its current
business environment.
Compensation and Share Option Committee
The Compensation and Share Option Committee (“CSOC”)
comprises three Directors, two of whom (including the
Chairman) are independent Directors, namely, Tan Teck
Meng (Chairman of the CSOC), Lim Chee Onn and
Yong Pung How. The CSOC has access to expert advice
in the field of executive compensation where required.
The CSOC did not hold any meeting during the year.
The terms of reference of the CSOC are as follows:
(a) recommend to the Board a framework of remuneration
for the Board members and key executives;
(b) determine specific remuneration packages for each
executive Director and the chief executive officer (if the
chief executive officer is not an executive Director);
(c) decide the early termination compensation of the Directors;
(d) consider whether Directors should be eligible for benefits
under long-term incentive schemes (including weighing
the use of share schemes against the other types of
long-term incentive schemes);
(e) review the terms, conditions and remuneration of the
senior executives of the Company;
(f) administer the k1 Ventures Share Option Scheme 2000
in accordance with the rules of the Scheme;
(g) grant share options under the k1 Ventures Share Option
Scheme 2000 as the CSOC may deem fit; and
(h) administer the Keppel Marine Share Option Scheme 1990
in accordance with the rules of the Scheme.
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Annual remuneration report
Principle 7: Formal and transparent procedure for fixing
remuneration packages of directors
Principle 8: Remuneration of directors should be adequate
but not excessive
Principal 9: Disclosure on remuneration policy, level and mix
of remuneration, and procedure for setting remuneration

the objective of aligning the interests of the non-executive
Directors with those of the shareholders and the long-term
interests of the Company. If approved by shareholders, the
Company will be able to compensate the non-executive
Directors in the form of shares in the Company in addition to
directors’ fees in cash. For the financial year ended 30 June
2007, the Company is proposing to procure the purchase
from the market of 240,000 shares in the Company solely for
the purpose of the delivery of 30,000 shares to each nonexecutive Director as part of Directors’ remuneration. This
proposal will also be subject to shareholders’ approval at the
AGM. The number of Remuneration Shares to be awarded
may be reviewed from time to time for subsequent financial
years but any change is not expected to be significant.

The aim of the CSOC is to motivate and retain Directors
and executives, and ensure that the Company is able to
attract the best talent in the market in order to maximise
shareholder value.
Remuneration policy of non-executive directors
The non-executive Directors are paid directors’ fees in
arrears, the amount of which is dependent on the level of
responsibilities. Each Director is paid a basic fee. In addition,
non-executive Directors who perform additional services
through Board Committees are paid an additional fee for such
services. The Chairman of each Board Committee is also paid
a higher fee compared with members of that Committee in
view of the higher responsibility carried by that office. The
amount of Directors’ fees payable is subject to shareholders’
approval at the Company’s Annual General Meetings.

Remuneration policy of executive directors
and other key executives
The remuneration of the Directors and other key executives
is under the purview of the CSOC.
Pursuant to the Memorandum of Agreement (“MOA”)
entered into between the Company and PCG/Greenstreet
Venture I, LP, an investment vehicle previously owned and
controlled by Steven Jay Green, Gary Winnick and Wong Yip
Yan (“PCGG”), the Company issued 230 million warrants to
PCGG to subscribe for 230 million new ordinary shares of
$0.10 each in the capital of the Company (the “Warrants
2002”), in return for PCGG providing management services
and expertise to the Company. Each of Steven Jay Green,
Gary Winnick and Wong Yip Yan had redeemed their
interests in PCGG, which was liquidated, and the Warrants
2002 have been divided and transferred to them individually
and held by their respective companies.

At the forthcoming Annual General Meeting to be held on
31 October 2007 (the “AGM”), the Board, at the
Compensation And Share Option Committee’s
recommendation, will be proposing that the remuneration of
the non-executive Directors be made partly by way of
directors’ fees in cash and partly in a fixed number of shares
(the “Remuneration Shares”). The Board believes that the
incorporation of an equity component in the total
remuneration of the non-executive Directors would achieve

The framework for determining Directors’ fees is as follows:
Ratio to Retainer
of $20,000

Chairman
Director
Executive Committee/Audit Committee
Other Board Committees
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Chairman
Member
Chairman
Member
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$30,000 per annum
$20,000 per annum
$15,000 per annum
$10,000 per annum
$7,500 per annum
$5,000 per annum

1.50
1.00
0.75
0.5
0.375
0.25

All of the Warrants 2002 have since been exercised.
The MOA has also been terminated, and the rights
and obligations contained therein are now reflected in
a Management Agreement entered into between the
Company and Greenstreet Partners, LP. (“Greenstreet”),
an entity controlled by Steven Jay Green.

Level of Remuneration of Directors for the year ended
30 June 2007
The annual remuneration report for Directors is set out below.

In May 2005, the Company issued 38 million warrants to
Greenstreet to subscribe for 38 million new ordinary shares
of $0.10 each in the capital of the Company (the “Warrants
2005”). This was in recognition of the contributions made by
Greenstreet, of which Steven Jay Green has played a
significant part, to the growth and expansion of the business
and profile of the Company, and to compensate Greenstreet
for providing management services and expertise to the
Group. The Warrants 2005 are exercisable at $0.26. Pursuant
to capital distribution of $0.06 per share approved by
shareholders at the Annual General Meeting of the Company
held on 31 October 2006, the exercise price of the Warrants
2005 was reduced by $0.06 for each Warrant 2005.
The compensation structure is designed such that the
interests of the executive Directors are aligned with
the interests of shareholders, and linked to the
Company’s performance.

Level and mix of remuneration of key executives (who
are not also directors) for the year ended 30 June 2007
Mr Jeffrey Safchik, the Company’s Chief Financial Officer and
Chief Operating Officer, is not an employee of the Company
and was not paid any remuneration by the Company.
There are no other Key Executives of the Company.
Remuneration of employees who are immediate family
members of a director or the executive chairman
No employee of the Company and its subsidiaries was an
immediate family member of a Director or the executive
Chairman and whose remuneration exceeded $150,000
during the financial year ended 30 June 2007. “Immediate
family member” means the spouse, child, adopted child,
step-child, brother, sister and parent.
Details of the k1 Ventures Share Option Scheme 2000
and the Keppel Marine Share Option Scheme 1990
The particulars of share options of the Company granted
pursuant to the k1 Ventures Share Option Scheme 2000 and
the Keppel Marine Share Option Scheme 1990 are disclosed
in the Directors’ Report.

The annual remuneration report for Directors is as follows:
Below $250,000
Name of Director

Steven Jay Green1
Wong Yip Yan2
Ang Kong Hua3
Kamal Bahamdan
Choo Chiau Beng
Lee Suan Yew
Lim Chee Onn
Tan Teck Meng
Teo Soon Hoe
Yong Pung How4
1
2
3
4

Base/Fixed Salary

Variable
Income/Bonuses

Directors’ Fees ($)

Remuneration
Shares

–
–
–
–
–
–
–
–
–
–

–
–
–
–
–
–
–
–
–
–

–
17,500
42,500
30,000
24,167
27,500
35,000
45,000
30,000
16,667

–
–
30,000
30,000
30,000
30,000
30,000
30,000
30,000
30,000

Declined to accept any Directors’ fees for the financial year ended 30 June 2007.
Resigned as Director and Member of the Executive Committee and Compensation and Share Option Committee on 22 December 2006.
Resigned as Director and Chairman of the Audit Committee and Compensation and Share Option Committee on 30 June 2007.
Appointed as a Director on 25 September 2006 and Member of the Compensation and Share Option Committee on 22 February 2007.
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k1 Ventures is in full support of shareholder participation at
Annual General Meetings. More than 200 shareholders attended
its Annual General Meeting in October 2006, with many taking
the opportunity to engage the Board of Directors in a series of
discussion topics. These range from updates of k1’s investment
companies to outlook of the industries and markets in which its
businesses operate.
Apart from the Annual General Meeting, k1 uses other channels
to communicate to shareholders on its corporate developments
and performance. These channels include the annual report,
quarterly results, press releases, announcements made through
the Singapore Exchange and corporate website. The corporate
website at www.k1ventures.com.sg contains past and recent
announcements, press releases and corporate information.

Communication with shareholders
Principle 14: Regular, effective and fair communication
with shareholders
Principle 15: Greater shareholder participation at
Annual General Meetings
The Company believes that a high standard of disclosure
is key to raising the level of corporate governance. The
Company does not practise selective disclosure, pricesensitive information is publicly released, and results and
annual reports are announced or issued within the mandatory
periods. The Company has also engaged the Group
Corporate Communications Department of Keppel
Corporation Limited to improve communication with
shareholders, and to receive and attend to their queries
and concerns.
Shareholders are informed of shareholders’ meetings
through notices published in the newspapers and reports or
circulars sent to all shareholders. Shareholders are invited at
such meetings to put forth any questions they may have on
the motions to be debated and decided upon. If any
shareholder is unable to attend, he or she is allowed to
appoint up to two proxies to vote on his or her behalf at the
meeting through proxy forms sent in advance.
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At shareholders’ meetings, each distinct issue is proposed as
a separate resolution.
The Company will not be considering implementing absentia
voting methods such as voting via mail, email or fax until
security, integrity and other pertinent issues are
satisfactorily resolved.
Securities transactions
The Company has issued a policy on dealings in the
securities of the Company to its Directors and officers,
setting out the implications of insider trading and guidance
on such dealings. It has adopted the Best Practices Guide on
Dealings in Securities issued by the SGX. In line with the
Best Practices Guide on Dealing in Securities issued by the
SGX, the Company issues circulars to its Directors and
officers informing that the Company and its officers must not
deal in listed securities of the Company one month before
the release of the full-year results and two weeks before the
release of the quarterly results, as the case may be, and if
they are in possession of unpublished material pricesensitive information.
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Code of corporate governance 2005
Specific principles and guidelines for disclosure
Page Reference
in this report

Relevant Guideline or Principle

Guideline 1.3
Delegation of authority, by the board to any board committee, to make decisions on certain board matters

Guideline 1.4
The number of board and board committee meetings held in the year, as well as the attendance of every
board member at these meetings
Guideline 1.5
The type of material transactions that require board approval under internal guidelines
Guideline 2.2
Where the company considers a director to be independent in spite of the existence of a relationship
as stated in the Code that would otherwise deem him as non-independent, the nature of the director’s
relationship and the reason for considering him as independent should be disclosed
Guideline 3.1
Relationship between the Chairman and CEO where they are related to each other

Pages 17 and
20 to 23

Page 17

Page 18

Not
Applicable

Not
Applicable

Guideline 4.1
Composition of nominating committee

Page 20

Guideline 4.5
Process for selection and appointment of new directors to the board

Page 20

Guideline 4.6
Key information regarding directors, which directors are executive, non-executive or considered
by the nominating committee to be independent

Pages 10 to
16 and 18

Guideline 5.1
Process for assessing the effectiveness of the board as a whole and the contribution of each individual
director to the effectiveness of the board

Page 21

Principle 9
Clear disclosure of its remuneration policy, level and mix of remuneration, procedure for setting
remuneration and link between remuneration paid to directors and key executives, and performance

Pages 24
to 25

Guideline 9.1
Composition of remuneration committee

Page 24

Guideline 9.2
Names and remuneration of each director. The disclosure of remuneration should be in bands of
$250,000. There will be a breakdown (in percentage terms) of each director’s remuneration earned
through base/fixed salary, variable or performance-related income/bonuses, benefits in kind,
and stock options granted and other long-term incentives
Names and remuneration of at least the top five key executives (who are not also directors).
The disclosure should be in bands of $250,000 and include a breakdown of remuneration
Guideline 9.3
Remuneration of employees who are immediate family members of a director or the CEO,
and whose remuneration exceed $150,000 during the year. The disclosure should be in bands
of $250,000 and include a breakdown of remuneration
Guideline 9.4
Details of employee share schemes

Page 25

Not
Applicable

Pages 45
to 46

Guideline 11.8
Composition of audit committee and details of the committee’s activities

Guideline 12.2
Adequacy of internal controls, including financial, operational and compliance controls,
and risk management systems
Corporate governance

Page 25

k1 Ventures Limited
Report to Shareholders 2007

Pages 21
to 22

Pages 22
to 23
27

Operating and financial review

30
32
36
38

41

Management discussion and analysis
Transportation leasing
Energy
Portfolio investments
– Education, health and wellness
– Other investments
Review of balance sheet

k1 Ventures is a diversified investment company. It is
invested in a wide range of companies across key diverse
sectors of energy, transportation leasing and education,
health and wellness to maximise returns for shareholders.
Some of the key factors influencing its businesses are
economic conditions in the US, currency fluctuations, capital
flows, interest rates, taxation and regulatory legislation. As
the companies under k1 Ventures provide a range of
products and services to a broad spectrum of customers in
several geographic locations, no one factor, in the
management’s opinion, determines the Group’s financial
condition or the profitability of its operations.
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In this chapter on the operating and financial review, we seek
to provide a market and business overview of k1 Ventures’
businesses and its financial performance.
This chapter also describes the key activities of its
businesses and their impact on the company’s performance.
This discussion and analysis are based on k1 Ventures’
consolidated financial statements as at 30 June 2007.
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Investment portfolio
As at 30 June 2007, k1 Ventures has three major investment platforms which are illustrated in the following chart:

Retail Gasoline
Distribution

100%

Mid Pac Petroleum*

Energy
Oil & Gas
Exploration

k1 Ventures

Transportation
Leasing

80.1%

McMoRan**

Helm Holding
Corporation

Knowledge
Learning Corporation

Kindercare

Education,
Health and Wellness

12.2%

Knowledge
Universe Holdings

Cardean

K12

Jurlique

* The divestment of Mid Pac, announced on 17 August 2007, was completed on 31 August 2007.
** Investment in warrants and common equity.

During the year, k1 Ventures invested a minority stake in
China Auto I Co-Investors LLC, which in turn is invested in
China Grand Automotive Group Limited. The latter was
formed to expand an existing automobile dealership platform

Operating and financial review

of the Guanghui Group, which is among the leading
automobile retail businesses in six China provinces, namely
Xinjiang, Guangxi, Henan, Anhui, Guangdong and Jiangsu.
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Management discussion and analysis

We are focused on our existing investments in
our efforts to improve operating performance
and shareholder value.
Group operations
Group overview
Revenue
Raw materials and consumables used
Net carrying value of investments disposed
Staff costs
Depreciation and amortisation
Other operating expenses
Finance expenses
Profit before tax
EBITDA*
Profit after tax and minority interests (PATMI)^
Basic earnings per share (EPS) (cents)^
Return on equity (ROE)#^ (%)
* EBITDA is defined as profit before tax, exceptional items, interest, depreciation and amortisation.
^
Including discontinued operations in 2006.
#
ROE is based on profit after tax and minority interests divided by average shareholders’ funds.
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2007
$ million

2006
$ million

473.6
(225.6)
(42.0)
(19.8)
(51.5)
(40.9)
(42.6)
49.0
143.2
26.2
1.31
3.7

433.1
(214.3)
(15.4)
(18.8)
(51.2)
(48.1)
(47.0)
44.5
142.7
175.6
9.29
25.5

% Increase/
(Decrease)

9
5
173
5
1
(15)
(9)
10
–
(85)
(86)
(86)

Revenue

Profit before tax

$ million

$ million

300
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240

250
234

33
28

28

168161

180

21

14

120

11

9 10
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The Group recorded total revenue of $473.6 million for
continuing operations for the year, representing an increase
of 9% over the last year.
The Group’s EBITDA of $143.2 million for the year was
almost the same as prior year.
The Group’s pre-tax profit was impacted by a foreign
exchange loss associated with the remaining proceeds from
the sale of GASCO of $9.5 million for the year. Nevertheless,
the Group achieved a pre-tax profit of $49 million for the
year, which represents a 10% increase over the prior year.
Excluding the foreign exchange loss, the Group’s pre-tax
profit for the year increased by 30% over the prior year.
The improved revenue and profit from continuing operations
were mainly attributable to increased contributions from Mid
Pac Petroleum, LLC (Mid Pac), gains from disposal of
investments and fixed assets as well as higher interest
income earned from fixed deposits.
Finance expenses decreased by 9% over the prior year as a
result of debt restructuring at Helm during the financial year.

Operating and financial review
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Profit attributable to shareholders (PATMI) was $26.2 million
for the year, representing a decrease of 85% over the prior
year. However, the prior year results included the operating
results of GASCO as well as the gain recognised on the sale
of GASCO which was accounted for as discontinued
operations.
Excluding the results from GASCO and the effect of foreign
exchange loss, PATMI for continuing operations increased by
52% for the year, reflecting the improved operating results of
the Group.
Earnings per share (EPS) for continuing operations increased
by 6.5% over the prior year notwithstanding the increase in
the number of shares issued during the financial year.
The Group’s share of results of associated companies for the
year represented earnings from Helm’s joint ventures and
associated company.
A capital distribution of 6 cents per share, without
deduction of tax, out of the Company’s share capital
account was proposed.
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Transportation leasing

Helm performed creditably amid challenging
industry conditions for locomotives and
railcars in the US.

As a privately held railcar and locomotive leasing company
headquartered in San Francisco, California, Helm has close to
three decades of business track record in providing quality rail
equipment and services to its customers.

Major developments in 2007
• Restructured debts to achieve interest savings
• Expanded fleet size to 692 locomotives and 8,691 railcars
(including both owned and leased)

Earnings highlights

Revenue
EBITDA
Operating profit
Share of results of associated
company and joint ventures
Profit before tax (PBT)
Minority interest (MI)
PBT after MI

32
34

Operating and financial review
Transportation leasing

2007
$ million

2006
$ million

161
119
63

168
124
71

7
28
(6)
22

The company began as a railcar brokerage operation and is
now the largest privately held rail equipment firm in the US.
It is also a leading player in the locomotive leasing business
in the country.

7
31
(6)
25
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With its proven track record in leasing, equipment management,
maintenance, overhaul and brokerage expertise, Helm manages
a diverse fleet of 692 locomotives and 8,691 railcars to meet
customers’ specific operating requirements.

Overview
The Group acquired 80.1% of issued shares in Helm Holding
Corporation (Helm) at a cash consideration of US$110.5
million on 8 July 2005. The total transaction was valued at
approximately US$471 million, consisting of approximately
US$252 million as purchase consideration and US$219
million for the retirement of existing debt.
Approximately US$138 million was funded by equity,
of which US$27.5 million was provided by the Helm
management team and the remaining US$333 million
by debt.

Helm and its subsidiaries are primarily engaged in the
business of (i) leasing rail equipment to railroads and other
end-users, (ii) leasing and brokering equipment for others,
(iii) remarketing previously leased equipment and (iv) buying
and selling rail equipment and parts in the resale market.
Helm is also the managing partner of two joint ventures,
Helm-Pacific Leasing (HPL) and Helm Chesapeake (HCLP),
with two of its largest customers, namely Union Pacific
Corporation and CSX Corporation, respectively. The joint
ventures acquire and lease rail equipment to railroads and
other end-users.

Established in 1980 and headquartered in San Francisco,
Helm is the largest locomotive operating leasing company
and the largest independent railcar leasing company in North
America. Helm uses its nationwide network of professionals
to purchase, refurbish and service rail equipment to
customers in North America.

Operating and financial review
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Transportation leasing

Helm offers flexible operating leases and other creative
equipment solutions for Class 1, regional, and short-line
railroads, as well as industrial shippers. Its railcars for lease
include open-top hoppers for aggregates, rapid discharge
hoppers and rotary gondolas for coal service, boxcars for
general merchandise and specialty applications, and covered
hoppers for agricultural and mineral uses. Its range of
locomotives includes six-axle power for heavy haul service or
four-axle power for local and road-switching duty.

Sources of revenue
Helm’s primary customers are large investment grade
companies including Class I railroads, industrial shippers and
regional railroads.
Helm has four primary sources of revenue:
• Lease revenue from its fleet of owned locomotives and
railcars – Helm buys rail assets, refurbishes them to
marketable condition, if necessary (via outside service
providers) and then leases them into the market place.
•

34

Sales of locomotives, railcars, rail equipment and related
parts – Helm sells its refurbished rail assets when
opportunistic and strategically profitable for the long-term
strength of the company. In addition, Helm maintains and
markets an extensive inventory of locomotive
components and is also active in buying scrap
locomotives and selling individual parts for profit.

Operating and financial review
Transportation leasing

•

Equity in the earnings of joint ventures – Helm’s joint
ventures contributed $5.9 million of pre-tax profit after MI
to the Group during the financial year. Helm manages the
rail assets for both HPL and HCLP. In addition to
its share of profits from the joint ventures, Helm
also generates revenue through management and
marketing fees.

•

Management and marketing of third-party assets – Helm
manages a diverse fleet of railcars owned by third parties,
including its joint ventures. Management services include
marketing, billing and collections, logistics management,
repair management and cost negotiations, and end of
lease inspections.

For the financial year ended 30 June 2007, Helm contributed
revenue and EBITDA of $161 million and $119 million,
respectively. As at 30 June 2007, Helm’s total assets were
$885.8 million.
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The slowdown in homebuilding in the US impacted rail
shipments which in turn affected the demand for railcars and
locomotives. In mitigating the impact on Helm, k1 is assessing its
rail equipment capital improvement plans, as well as looking for
opportunities to strategically rebalance its rail-related inventories.

Helm’s locomotive and railcar fleet
Helm’s lease revenue is contractual, with the majority of its
assets under operating leases with initial terms ranging from
three to 84 months. Under its lease agreements, Helm
retains legal ownership of the rail equipment.
As of 30 June 2007, Helm managed 692 locomotives
and 8,691 railcars (including both owned and leased).
Helm achieved an overall fleet utilisation of 83.4%
(measured by book value) for railcars and 87.9%
for locomotives.
Operating review
The Group’s transportation leasing operations were affected
by the slowdown in the US home building and a lower
demand for coal transportation in the second half of the
financial year. It has also been impacted by the weakened
railcar and locomotive demand in the North American market
in early 2007. We expect that its operations may continue to
be affected by the slowdown in US homebuilding in the
year ahead.

Operating and financial review
Transportation leasing

Revenue and EBITDA generated from Helm in US dollar
terms were marginally higher than prior year notwithstanding
the fact that there were fewer locomotives and railcars
on rent than planned during the year. The slight decrease in
both revenue and EBITDA by 4% was attributable to the
weakening of the US dollar during the financial year.
Finance expenses decreased as a result of debt
restructuring, as well as a slowdown of the rise of interest
rates. Finance expenses also included a write-off of debt
issue costs of approximately $1.7 million arising from the
termination of a term loan. Helm will continue to achieve
interest savings as a result of the termination of this
term loan.
The operating profit and profit before tax were negatively
impacted by fewer locomotives and railcars on rent than
prior year and such shortfalls in leasing revenues were in part
offset by lower interest expense and gains from the sale of
rail equipment. Helm contributed pre-tax profit after MI of $22
million to the Group for the financial year ended 30 June 2007.
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Energy

Mid Pac contributed positively to the Group
notwithstanding the significant increase in
commodity prices.

Major developments in 2007
Retail gasoline distribution
• Opened 7-Eleven convenience stores at two retail gasoline sites with
progress made for additional store permits for three
other sites

Mid Pac had an excellent year despite the significant increase
in commodity prices. The improvement in Mid Pac’s operating
results contributed greatly to k1’s ability to divest Mid Pac
for a cash consideration of $67.3 million, plus adjustments
amounting to approximately $15.3 million.

• Sold one piece of freehold property site at a gain of $2.1 million
• Reached agreement in principle with ConocoPhilips for extension of
the 76 licence agreement to 2019

Earnings highlights
2007
$ million

Revenue
EBITDA
Operating profit
Finance expenses
Profit before tax
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249
17
14
(4)
10

2006
$ million

233
10
6
(4)
2
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MMR has acquired in August 2007 the Gulf of Mexico Shelf
oil and gas properties of Newfield Exploration Company and
certain exploration rights. According to MMR, the acquisition
provides it with significant reserves and production together
with expanded exploration opportunities in its focused area
of operations.

Overview
Mid Pac Petroleum, LLC (Mid Pac) engages in the business
of acquiring, distributing and marketing of petroleum
products in Hawaii.
Mid Pac’s revenue for the year ended 30 June 2007 was
$249 million, principally resulting from the sale of 60.7 million
gallons of gasoline product. As at 30 June 2007, Mid Pac’s
total assets were $82 million. For the year ended 30 June
2007, Mid Pac contributed $14 million to the Group’s
operating profit.
Since its acquisition of Mid Pac in 2004, k1 Ventures has
benefited from Mid Pac’s positive contribution to the
Company’s earnings and cashflow. On 17 August 2007,
k1 Ventures announced that it entered into an agreement
to sell Mid Pac for a cash consideration of $67.3 million
(US$44 million), plus adjustments amounting to
approximately $15.3 million (US$10 million). The sale
was completed on 31 August 2007.
Oil and gas exploration
McMoRan Exploration Company
McMoRan Exploration Company (MMR) is a publicly
traded company in the US. It is principally engaged in
the exploration, development and production of oil and
natural gas in the Gulf of Mexico and in the Gulf Coast
area of the US.

Operating and financial review
Energy

MMR’s licence application was approved for its Main Pass
Energy Hub™ (MPEH) project located at the former sulphur
facilities at Main Pass Block 299 in the Gulf of Mexico. This
project includes the transformation of the sulphur facilities at
Main Pass Block 299 into a facility for the receipt and
processing of liquefied natural gas. The MPEH project also
allows MMR the use of existing offshore structures, onsite
natural gas cavern storage, and potential logistical savings
associated with the offshore location and premium markets
available from its eastern Gulf of Mexico location.
MMR reached an agreement with Newfield Exploration
Company to purchase its Gulf of Mexico shelf oil and gas
properties along with exploration rights for US$1.1 billion.
MMR is also acquiring a 50% interest in Newfield’s nonproducing exploration leases on the shelf.
The acquisition expanded the size and scale of MMR’s gas
exploration operations. The acquisition had an effective
date of 1 July 2007 with an expected closing in the third
quarter 2007.
During the financial year, the Group converted 400,000 units
of convertible preferred stock to 2,079,000 shares of
common stock. As at 30 June 2007, the Group owns
2.5 million warrants to purchase common stock of MMR
and 2,309,000 shares of common stock in MMR.
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Portfolio investments

Our investment in the education platform
will allow us to continue to participate
in opportunities in the ever-growing
education sector.

Kindercare has programmes for every age level including infants, toddlers, preschoolers, kindergartners, and school-agers.
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Education, health and wellness
The Group owns an equity interest in Knowledge Universe
Holdings, LLC (“KUH”) which in turn owns the operating
assets of the Group’s education platform in the US and its
health and wellness business in Australia.
The Group’s ownership interest in KUH is approximately
12.2%. The investment in KUH is stated at a cost of
$86.6 million (US$56.6 million) as at 30 June 2007.
Education
Knowledge Learning Corp.
and Kindercare Learning Centers
Knowledge Learning Corp (KLC) acquired Kindercare
Learning Centers, Inc. (Kindercare) on 7 January 2005.
As a result of the acquisition, KLC became the largest
for-profit provider of early childhood education programmes
to children aged six weeks to 12 years. These services
include infant and toddler care, preschool and kindergarten
classes and before- and after-school programmes.
Kindercare provides education and child care programmes
within two categories: early childhood education and
school partnerships. In addition, Kindercare operates an
accredited high school programme delivered in either online
or correspondence format.
Early Childhood Education
Kindercare provides early childhood education services with
approximately 2,000 centres in 38 states and the District of
Columbia. More than 800 Kindercare centres are accredited
by the National Association for Education of Young Children.

Cardean Learning Group
Cardean Learning Group (Cardean) develops and delivers
online education. Cardean was created to bring online
education courses to students worldwide and currently
offers a broad selection of Bachelor’s and Master’s
degree programmes.
K12, Inc.
K12, Inc. (K12) delivers curriculum and instructional tools
to parents to assist their children with solid home-based
supplemental education. K12’s programme combines online
technology with traditional content and the world’s best
teaching methods. K12 offers programmes in six core
subjects (Language, Arts, Math, History, Science, Art and
Music) for kindergarten through ninth grade.
K12’s curriculum was developed by a team led by some of
the most respected and experienced educators in the US,
ranging from Nobel laureates to veteran public and private
school teachers. K12 currently includes more than 150
scholars, writers, teachers, multi-media developers,
instructional designers, and business professionals.
Health and Wellness
Jurlique International Pty Ltd
Jurlique International Pty Ltd (Jurlique) produces
a wide range of skin care and other related beauty
products. All of Jurlique’s products are produced from
plant-based ingredients and herbs grown organically and
bio-dynamically in the Jurlique Herb Farms in South Australia.
Their products contain natural and herbal antioxidants and
are hypo-allergenic and ph balanced.

School Partnerships
KLC provides customised before- and after-school
educational enrichment and recreational programmes for
school age and preschool children in partnership with
elementary schools. In addition, KLC provides supplemental
education services on an individual student basis.

Operating and financial review
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Portfolio investments

The investment in China Auto enables k1 to participate in
demand growth of passenger cars in the Chinese market.
Figures from China’s National Bureau of Statistics revealed
the country’s passenger car market as having registered
five years of strong double-digit growth from 2001 to 2006.
China’s car market looks set for further rapid growth over the
next few years, thanks to the country’s enormous consumer
demand and rising affluence.

Other investments
Diversified
ChrysCapital LLC
ChrysCapital, LLC (ChrysCapital) is a private investment firm
with approximately US$1 billion under management across
four funds and aspires to build the leading investment firm
focused on India. It invests equity in services and servicerelated companies with defensible market positions and
strong underlying organic growth potential. ChrysCapital has
developed a strong track record realising substantial returns
for its investors and management.
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China Auto I Co-Investors LLC
China Auto I Co-Investors LLC (China Auto), is an investment
vehicle set up to expand an existing automobile dealership
platform which is among the leading automobile retail
businesses in six China provinces, namely Xinjiang, Guangxi,
Henan, Anhui, Guangdong and Jiangsu.
k1 has invested approximately $6.8 million (US$4.5 million)
in China Auto, a special purpose entity formed to co-invest
through a subsidiary with Newbridge Asia Advisors IV,
in China Grand Automotive Group Limited.
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Review of balance sheet

The Group achieved greater interest
savings as a result of debt restructuring
at its operating company.

Group shareholders’ funds decreased by $76.8 million from
$756.1 million as at 30 June 2006 to $679.3 million as at
30 June 2007. The decrease was primarily due to the capital
distribution of $113.9 million made in December 2006 and
decreases in the capital and translation reserves of $28.6
million attributable to the revaluation of McMoRan
Exploration and currency fluctuations in the US dollar.
The decrease was partially offset by the issuance of shares
in the amount of $39.4 million resulting mostly from the
exercise of the 2002 Warrants and net profit attributable to
shareholders of $26.2 million for the year.

Operating and financial review
Review of balance sheet

Group total assets of $1.5 billion at 30 June 2007
were $149.3 million lower than that at 30 June 2006.
The decrease was primarily due to the above-mentioned
capital distribution, the release of escrow funds to the
minority shareholders of Helm, the payment of escrow funds
from the sale of the Group’s interests in The Gas Company,
LLC, as well as the revaluation and sale of investments.
Group total liabilities decreased by $74.3 million from
$797.7 million at 30 June 2006 to $723.4 million at 30 June
2007 primarily due to a reduction in term loans, the release
of escrow funds and a decrease in amounts due to creditors.
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Directors’ report
For the financial year ended 30 June 2007

The directors present their report together with the audited consolidated financial statements of the Group and balance
sheet and statement of changes in equity of the Company for the financial year ended 30 June 2007.
1.

Directors
The directors of the Company in office at the date of this report are:
Steven Jay Green (Chairman)
Kamal Bahamdan
Choo Chiau Beng
Lee Suan Yew
Lim Chee Onn
Tan Teck Meng
Teo Soon Hoe
Yong Pung How (appointed on 25 September 2006)
The following directors resigned during the year:
Wong Yip Yan (resigned on 22 December 2006)
Ang Kong Hua (resigned on 30 June 2007)

2.

Audit Committee
The Audit Committee of the Board of Directors comprises three members. Members of the Committee are:
Tan Teck Meng (appointed as Chairman on 1 July 2007)
Teo Soon Hoe
Kamal Bahamdan (appointed on 1 July 2007)
On 30 June 2007, Mr Ang Kong Hua resigned as Chairman and member of the Audit Committee.
Details of the Company’s corporate governance practices are set out in the corporate governance section.
The Audit Committee carried out its function in accordance with the Companies Act, including the review of the audit
plans and scope of the audit examination of the auditors of the Company, their findings on the financial statements arising
from their audit examination, as well as the nature and extent of non-audit services performed by them. In addition, the
Audit Committee carried out the following functions:
-

Review the independence and objectivity of the external auditors annually;
Nominate external auditors for re-appointment;
Review the accounts of the Company and the consolidated accounts of the Group before their submission to the
Board of Directors;
Review the scope and results of internal audit procedures; and
Review interested person transactions.

The Audit Committee recommended to the Board of Directors the re-appointment of Deloitte & Touche as auditors of the
Company at the forthcoming Annual General Meeting.
3.
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Arrangements to enable directors to acquire benefits by means of the acquistion of shares and debentures
Neither at the end of the financial year nor at any time during the financial year did there subsist any arrangement whose
object is to enable the directors of the Company to acquire benefits by means of the acquisition of shares or debentures
in the Company or any other body corporate except as disclosed in paragraph 6 of the Directors’ Report.
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4.

Directors’ interest in shares and debentures
The directors of the Company holding office at the end of the financial year and their interests in the share capital and
debentures of the Company and related corporations as recorded in the register of directors’ shareholdings kept by the
Company under Section 164 of the Companies Act are as follows:
Interest held at
01.07.06 or date of
appointment, if later
30.06.07

124,732,800
265,000,000
4,060
72,500
298,000
100,000

267,332,800
265,000,000
4,060
72,500
298,000
100,000

267,332,800
265,000,000
4,060
72,500
298,000
100,000

(Warrants) (a)
Steven Jay Green (deemed interest)

176,000,000

38,000,000

38,000,000

Helm Holding Corporation
(Debentures in US$)
Steven Jay Green (deemed interest)
Kamal Bahamdan (deemed interest)

8,590,000
8,590,000

-

-

(a)

5.

21.07.07

k1 Ventures Limited
(Ordinary shares)
Steven Jay Green (deemed interest)
Kamal Bahamdan (deemed interest)
Choo Chiau Beng
Teo Soon Hoe
Tan Teck Meng
Yong Pung How

Details of warrants are disclosed in paragraph 6(d) and 6(e) of the Directors’ Report.

Management Agreement
The Company entered into a Management Agreement dated 18 November 2003, which was amended pursuant to a
First Amendment Agreement dated 15 July 2004 and the Amended and Restated Management Agreement dated
3 February 2005, (collectively, the “Agreement”) with Greenstreet Partners, L.P. (“Greenstreet”), a limited partnership in
which the Chairman of the Company has a substantial financial interest, for the provision of management services to the
Group. The Agreement provides for a monthly fee of US$200,000 to be paid to Greenstreet for the reimbursement of all
reasonable costs and expenses incurred by Greenstreet in connection with the performance of the said management
services. The Agreement does not provide for the reimbursement of, among other things, rent, insurance or any facility
costs of Greenstreet.
Save as disclosed in this report and in the notes to the financial statements, no director of the Company has since the
beginning of the financial year received or become entitled to receive a benefit which is required to be disclosed under
Section 201(8) of the Companies Act by reason of a contract made by the Company or a related corporation with the
director or with a firm of which he is a member or with a company in which he has a substantial financial interest.

6.

Share options and Warrants
The particulars of share options and warrants of the Company are as follows:
a)

Share Option Schemes
The Keppel Marine Share Option Scheme 1990 (“Keppel Marine Scheme”) and the k1 Ventures Share Option
Scheme 2000 (“k1 Scheme”) which was adopted in place of the Keppel Marine Scheme in 2000, are
administered by the Compensation and Share Option Committee, whose members are:
Tan Teck Meng (appointed as Chairman on 1 July 2007)
Lim Chee Onn
Yong Pung How (appointed on 22 February 2007)
On 30 June 2007, Mr Ang Kong Hua resigned as Chairman and member of the Compensation and Share Option
Committee.

Directors’ report

k1 Ventures Limited
Report to Shareholders 2007

45

Directors’ report

6.

Share options and Warrants (continued)
b)

k1 Ventures Share Option Scheme 2000
During the financial year, no options to take up unissued shares of the Company were granted and no shares were
issued by virtue of the exercise of options to take up unissued shares of the Company.
There were no unissued shares under option at the end of the financial year.

c)

Keppel Marine Share Option Scheme 1990
Under the Keppel Marine Scheme, an option may, except in certain special circumstances, be exercised at any
time after two years but not later than the expiry date. The options are granted in consideration of $1 for all the
ordinary shares in respect of which the option was granted. The shares under option may be exercised in full or in
respect of 100 shares or a multiple thereof, on the payment of the subscription price. The subscription price is
based on the average last done prices for the shares of the Company on the Singapore Exchange Securities Trading
Limited for the three market days preceding the date of the Offer. The employees to whom the options have been
granted do not have the right to participate by virtue of the options in a share issue of any other company.
Options granted are cancelled when the employee is no longer in full-time employment with the Company or any
corporation in the Group, subject to certain exceptions at the discretion of the Company.
During the financial year, 75,000 shares were issued by virtue of the exercise of options to take up unissued
shares under the Keppel Marine Scheme. There are no options granted to any of the Company’s controlling
shareholders or their associates under the Keppel Marine Scheme.
Details of the share options are as follows:
Number of Share Options
Date of
grant

Balance
as at
01.07.06

Exercised

Cancelled/
Lapsed

Balance
as at
30.06.07

Exercise
price*

Date of
expiry

02.03.99
19.08.99

95,000
235,000

(20,000)
(55,000)

(15,000)

75,000
165,000

$0.13
$0.18

01.03.09
18.08.09

330,000

(75,000)

(15,000)

240,000

* Exercise price is adjusted for capital distribution

No director of the Company received options under the Keppel Marine Scheme.
No employee received 5% or more of the total number of options available under the Keppel Marine Scheme.
d)

Warrants 2002
The Company entered into an agreement with PCG/Greenstreet Venture I, LP (“PCGG”), a limited liability
partnership in which Mr Steven Jay Green and certain ex-directors had a substantial financial interest, to issue
230 million warrants to PCGG to subscribe for 230 million new shares in the Company (the “Warrants”).
The Warrants, which were approved for issue at the Extraordinary General Meeting of the Company held on
25 January 2002, were issued on 15 July 2002.
Number of warrants
First 50 million
Next 90 million
Remaining 90 million

Exercise price per warrant *
$0.14
$0.17
$0.19

* Exercise price is adjusted for capital distribution

All the 230 million warrants were exercised during the financial year. There were no outstanding warrants as at the
end of the financial year.
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e)

Warrants 2005
The Warrants 2005, which were approved for issue at the Extraordinary General Meeting of the Company held on
11 May 2005, were issued on 12 May 2005. The Warrants 2005 were issued to Greenstreet without
consideration, in recognition of the contributions made by Greenstreet, of which Mr Steven Jay Green has played
a significant part, to the growth and expansion of the business and profile of the k1 Group. The issuance of the
Warrants 2005 would continue to align the interests of management with those of all shareholders.
Details of Mr Steven Jay Green’s interests in the Warrants 2005 are as follows:
Number of warrants / Exercise price per warrant *
Name
Mr Steven Jay Green (deemed interest)

38 million / $0.20

* Exercise price is adjusted for capital distribution

The warrants may be exercised in whole or in part at any time during the exercise period commencing after
11 May 2005 and expiring on 11 May 2008. As at the end of the financial year, the number of outstanding
warrants was 38,000,000.
f)

7.

During the financial year, no options were granted to take up unissued shares of the subsidiaries and no shares of
the subsidiaries were issued by virtue of the exercise of an option to take up unissued shares. At the end of the
financial year, there were no unissued shares of the subsidiaries under option.

Auditors
The auditors, Deloitte & Touche, have expressed their willingness to accept re-appointment.

On behalf of the Board

STEVEN JAY GREEN
Chairman

TEO SOON HOE
Director

Singapore
27 August 2007
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Statement of directors
For the financial year ended 30 June 2007

We, STEVEN JAY GREEN and TEO SOON HOE being two directors of k1 Ventures Limited, do hereby state that in the opinion of
the directors, the financial statements set out on pages 50 to 88 are drawn up so as to give a true and fair view of the state of
affairs of the Group and of the Company as at 30 June 2007, and of the results, changes in equity and cash flows of the Group
and changes in equity of the Company for the financial year then ended and at the date of this statement, there are reasonable
grounds to believe that the Company will be able to pay its debts as and when they fall due.

On behalf of the Board

STEVEN JAY GREEN
Chairman

TEO SOON HOE
Director

Singapore
27 August 2007
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Independent auditors’ report
to the members of k1 Ventures Limited
For the financial year ended 30 June 2007

We have audited the accompanying financial statements of k1 Ventures Limited (“Company”) and its subsidiaries (“Group”)
which comprise the balance sheets of the Group and the Company as at 30 June 2007, the profit and loss account, statement of
changes in equity and cashflow statement of the Group and the statement of changes in equity of the Company for the year
then ended, and a summary of significant accounting policies and other explanatory notes, as set out on pages 50 to 88.
Directors’ Responsibility
The Company’s directors are responsible for the preparation and fair presentation of these financial statements in accordance
with Singapore Financial Reporting Standards and the Singapore Companies Act, Cap. 50 (the “Act”). This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Singapore Standards on Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by directors, as well as evaluating the overall presentation of the financial statements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion,
(a)

the consolidated financial statements of the Group and the balance sheet and statement of changes in equity of the
Company are properly drawn up in accordance with the provisions of the Act and Singapore Financial Reporting Standards
so as to give a true and fair view of the state of affairs of the Group and of the Company as at 30 June 2007 and of the
results, changes in equity and cash flows of the Group and changes in equity of the Company for the year ended on that
date; and

(b)

the accounting and other records required by the Act to be kept by the Company have been properly kept in accordance
with the provisions of the Act.

DELOITTE & TOUCHE
Certified Public Accountants
Aric Loh Siang Khee
Partner
Appointed on 12 June 2007
Singapore
27 August 2007
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Balance sheets
As at 30 June 2007

Company
30.06.07
30.06.06
$’000
$’000

Group
30.06.07
30.06.06
$’000
$’000

3
4

318,774
263,427
582,201
582,201

393,213
259,474
652,687
652,687

318,774
360,554
679,328
48,414
727,742

393,213
362,889
756,102
46,618
802,720

5
6
7
8
9
10

19
304,155
15,417
319,591

241
203,855
42,981
247,077

540,827
83,796
231,083
7,261
237,719
1,100,686

540,944
79,276
288,495
11,535
248,865
1,169,115

11

-

-

18,090

14,684

12
12
13
8
14

46,861
2,511
263,905
313,277

137,762
2,590
334,881
475,233

484
21,376
310,481
350,431

772
23,710
6,850
385,246
431,262

15
16

38,681
-

54,613
-

28,522
-

55,479
24,510

12
12
17

3,962
2,055
44,698

11,662
2,055
68,330

184
4,657
37,082
70,445

120
3,720
39,263
123,092

268,579

406,903

279,986

308,170

5,969
5,969

1,293
1,293

450,836
4,396
197,698
652,930

473,080
3,713
197,772
674,565

582,201

652,687

727,742

802,720

Note

Share capital
Reserves
Share capital and reserves
Minority interests
Capital employed
Represented by:
Fixed assets
Subsidiaries
Associated company and joint ventures
Available-for-sale investments
Other assets
Intangibles

Current assets
Stocks
Amounts due from:
- subsidiaries
- associated company and joint ventures
Debtors
Available-for-sale investments
Bank balances, deposits and cash

Current liabilities
Creditors
Amount owing to minority shareholder
Amounts due to:
- subsidiaries
- associated company and joint ventures
Term loans
Provision for taxation

Net current assets
Non-current liabilities
Term loans
Deferred liabilities
Deferred taxation

Net assets

17
18
19

The accompanying notes form an integral part of the financial statements.
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Consolidated profit and loss account
For the financial year ended 30 June 2007

Note

30.06.07
$’000

30.06.06
$’000

473,642
(225,617)
(42,018)
(19,846)
(51,514)
(40,871)

433,143
(214,292)
(15,370)
(18,821)
(51,192)
(48,062)

93,776
(42,634)
(9,523)

85,406
(47,028)
(390)

7,416

6,525

49,035
(19,629)

44,513
(17,674)

29,406

26,839

-

152,410

29,406

179,249

26,227
26,227
3,179

23,221
152,383
175,604
3,645

29,406

179,249

1.31
1.26

9.29
8.88

1.31
1.26

1.23
1.18

Continuing operations
Revenue
Raw materials & consumables used
Net carrying value of investments disposed
Staff costs
Depreciation and amortisation
Other operating expenses

20

21
5,10

Operating profit
Finance expenses
Foreign exchange loss
Share of result of associated company
and joint ventures

22
23

Profit before tax
Taxation

24

Profit from continuing operations
Discontinued operations
Profit from discontinued operations

32

Profit for the year
Attributable to:
Shareholders of the Company
Profit from continuing operations
Profit from discontinued operations
Minority interest

Earnings per ordinary share (cents):
Continuing and discontinued operations
basic
diluted
Continuing operations
basic
diluted

25

The accompanying notes form an integral part of the financial statements.
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Statements of changes in equity
For the financial year ended 30 June 2007

Share
capital
$’000

Share
premium
$’000

Capital
reserves
$’000

Revenue
reserves
$’000

Total
$’000

393,213

-

1,897

257,577

652,687

-

-

6,591

-

6,591

-

-

(2,277)

-

(2,277)

-

4,314
6,211

187,741

202,011

-

Company
As at 1 July 2006
Fair value changes on
available-for-sale investments
Fair value gain realised and
transferred to profit and loss account
upon disposal of investments
Net gain not recognised
in the profit and loss account
Loss for the year
Capital distribution
Shares issued
As at 30 June 2007
As at 1 July 2005
Fair value changes on
available-for-sale investments
Fair value gain realised and
transferred to profit and loss account
upon disposal of investments
Net gain not recognised
in the profit and loss account
Profit for the year
Shares issued
Adjustment arising from abolition
of par value of shares
As at 30 June 2006

(113,855)
39,416
318,774

(361)
257,216

4,314
(361)
(113,855)
39,416
582,201

753

69,683

460,188

-

5,309

-

5,309

-

-

(4,165)

-

(4,165)

2,602

859

1,144
-

187,894
-

1,144
187,894
3,461

202,870
393,213

(202,870)
-

1,897

257,577

652,687

The accompanying notes form an integral part of the financial statements.
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Attributable to equity holders of the Company
Foreign
exchange
translation
account
$’000

Revenue
reserves
$’000

Share
capital &
reserves
$’000

Minority
interests
$’000

Capital
employed
$’000

328,796

756,102

46,618

802,720

-

-

(10,487)

-

(10,487)

(4,459)

-

-

(4,459)

-

(4,459)

(769)

-

-

(769)

-

(769)

Share
capital
$’000

Capital
reserves
$’000

393,213

58,799

-

(10,487)

-

Group
As at 1 July 2006
Fair value changes on
available-for-sale
investments
Fair value gain realised and
transferred to profit and
loss account upon disposal
of investments
Fair value changes on
cashflow hedges
Exchange differences arising on
consolidation
Currency translation loss realised
and transferred to profit and
loss account
Net loss not recognised in the
profit and loss account
Profit for the year
Capital distribution
Shares issued
Increased share capital
in a subsidiary
Other adjustments
As at 30 June 2007

(24,706)

-

-

(12,460)

-

(12,460)

(1,598)

(14,058)

-

-

(387)

-

(387)

-

(387)

(113,855)
39,416

(15,715)
-

(12,847)
-

26,227
-

(28,562)
26,227
(113,855)
39,416

(1,598)
3,179
-

(30,160)
29,406
(113,855)
39,416

318,774

43,084

(37,553)

355,023

679,328

235
(20)
48,414

235
(20)
727,742

The accompanying notes form an integral part of the financial statements.
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Statements of changes in equity

Attributable to equity holders of the Company

Share
capital
$’000

Share
premium
$’000

Capital
reserves
$’000

Foreign
exchange
translation
account
$’000

187,741

202,011

85,584

(7,919)

153,192

620,609

151

620,760

-

-

(23,646)

-

-

(23,646)

-

(23,646)

-

-

(4,165)

-

-

(4,165)

-

(4,165)

-

-

1,026

-

-

1,026

-

1,026

-

-

-

(28,902)

-

(28,902)

(2,706)

(31,608)

-

-

-

12,115

-

12,115

-

12,115

-

-

(26,785)
-

(16,787)
-

175,604
-

(43,572)
175,604
-

(2,706)
3,645
45,660

(46,278)
179,249
45,660

-

-

-

-

-

-

(127)

(127)

2,602

859

-

-

-

3,461

(5)
-

(5)
3,461

202,870
393,213

(202,870)
-

58,799

(24,706)

328,796

756,102

46,618

802,720

Revenue
reserves
$’000

Share
capital &
reserves
$’000

Minority
interests
$’000

Capital
employed
$’000

Group
As at 1 July 2005
Fair value changes on
available-for-sale
investments
Fair value gain realised
and transferred to
profit and loss account
upon disposal of
investments
Fair value changes on
cashflow hedges
Exchange differences
arising on consolidation
Currency translation
loss realised and
transferred to
profit and loss account
Net loss not recognised
in the profit and
loss account
Profit for the year
Acquisition of subsidiary
Acquisition of additional
interest in subsidiary
Distribution from
subsidiaries
Shares issued
Adjustment arising
from abolition of
par value of
shares
As at 30 June 2006

The accompanying notes form an integral part of the financial statements.

54

Statements of changes in equity

k1 Ventures Limited
Report to Shareholders 2007

Consolidated cashflow statement
For the financial year ended 30 June 2007

Note

CASH FLOWS FROM OPERATING ACTIVITIES
Operating profit
Continuing operations
Discontinued operations
Adjustments for:
Depreciation and amortisation
Dividend income (non cash)
Profit on disposal of subsidiary
Profit on disposal of fixed assets
Profit on sale of investments
Cash flow from operations before changes in working capital
Working capital changes:
Stocks
Debtors
Creditors
Translation of foreign subsidiaries and others
Cash from operations
Interest paid
Income tax paid (net of refunds received)
Net cash from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of subsidiary
Disposal of subsidiary
Adjustment to acquisition value for an investment in a subsidiary
Purchase of fixed assets
Proceeds from disposal of fixed assets
Net proceeds from disposal and capital distribution of investments
Purchase of investments
Net cash used in investing activities

A
B

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from share issue
Proceeds from term loans
Acquisition of additional interest in subsidiary
Distribution to minority shareholder of subsidiary
Repayment of amount due to minority shareholders
Increased share capital in a subsidiary
Repayment of term loans
Capital distribution
Net cash (used in)/from financing activities
(Decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Effects of exchange rate changes on cash and cash equivalents
Cash and cash equivalents at end of year
Restricted cash

14

30.06.07
$’000

30.06.06
$’000

93,776
93,776

85,406
202,367
287,773

51,514
(3,548)
(9,550)
(7,198)
124,994

52,684
(3,316)
(170,140)
(11,853)
(13,545)
141,603

(3,893)
2,505
(15,932)
(1,564)
106,110
(40,740)
(8,470)
56,900

(9,628)
(19,426)
42,098
20,599
175,246
(50,558)
(1,913)
122,775

(2,452)
(83,802)
30,048
52,454
(7,316)
(11,068)

(726,531)
279,560
(98,372)
67,941
35,206
(3,430)
(445,626)

39,416
101,629
235
(107,121)
(113,855)
(79,696)

3,461
522,324
(127)
(5)
(8,752)
(45,524)
471,377

(33,864)
349,182
(9,523)
305,795
4,686
310,481

148,526
201,046
(390)
349,182
36,064
385,246

The accompanying notes form an integral part of the financial statements.
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Notes to consolidated cashflow statement

A.

Acquisition of subsidiary
In the previous financial year, the Group acquired 80.1% share in Helm Holding Corporation. The Group’s share of the
cash consideration was $185.5 million. The acquisition was partly financed by debt amounting to $547.1 million. The
debt was secured by the assets of Helm on a non recourse basis to the Company. Fair values of identifiable net assets
acquired, which approximate their carrying values, and net cash outflow on acquisition were:
30.06.06
$’000
Fixed assets
Associated company
Available-for-sale investments
Debtors
Stocks
Intangibles
Other assets
Cash and cash equivalents
Creditors
Amount due to minority shareholder
Provision for taxation
Deferred taxation
Deferred liabilities
Minority interest
Net assets acquired
Goodwill
Purchase consideration
Less: Cash and cash equivalents acquired
Cash flow on acquisition, net of cash acquired

B.

539,975
76,439
43,019
57,926
4,420
55,881
13,731
6,080
(21,152)
(33,262)
(15,121)
(143,667)
(597)
(45,660)
538,012
194,599
732,611
(6,080)
726,531

Disposal of subsidiary
30.06.06
$’000
Fixed assets
Other assets
Debtors
Stocks
Bank balances, deposits & cash
Creditors
Term loan
Deferred taxation
Deferred liabilities
Foreign exchange translation account

(200,185)
(18,261)
(31,809)
(13,803)
(27,894)
31,847
114,682
14,349
6,578
(12,818)
(137,314)
(170,140)
(307,454)
27,894
(279,560)

Net profit on disposal
Sales proceeds
Add: Bank balance and cash disposed
Cash flow on disposed, net of cash disposed

The accompanying notes form an integral part of the financial statements.
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Notes to the financial statements
For the financial year ended 30 June 2007

These notes form an integral part of and should be read in conjunction with the accompanying financial statements.
1.

General
The Company is domiciled and incorporated in the Republic of Singapore and is listed on the Singapore Exchange
Securities Trading Limited. The addresses of its registered office and principal place of business are 1 HarbourFront
Avenue, #18-01 Keppel Bay Tower, Singapore 098632 and 1 HarbourFront Avenue, #16-06 Keppel Bay Tower, Singapore
098632, respectively.
The principal activities of the Company are to invest in a wide range of investments across diverse industry sectors.
The principal activities of the subsidiaries are detailed in Note 6 to the financial statements.
There have been no significant changes in the nature of these principal activities during the financial year.
The consolidated financial statements of the Group and the balance sheet and statement of changes in equity of the
Company for the financial year ended 30 June 2007 were authorised for issue in accordance with a resolution of the
Board of Directors on 27 August 2007.

2.

Significant accounting policies
a)

Basis of preparation
The financial statements have been prepared in accordance with Singapore Financial Reporting Standards (“FRS”).
The financial statements have been prepared under the historical cost convention, except as disclosed in the
accounting policies below.
In the current year, the Group and the Company adopted the new/revised FRS and Interpretations to FRS (”INT
FRS”) that are effective for annual periods beginning on or after 1 July 2006.
The following are the FRS and INT FRS that are relevant to the Group:
FRS 19 (Amendment)
FRS 21 (Amendment)
FRS 32 (Amendment)
FRS 39 (Amendment)
INT FRS 104

Employment Benefits
The Effects of Changes in Foreign Exchange Rates
Financial Instruments: Disclosure and Presentation
Financial Instruments: Recognition and Measurement
Determining whether an Arrangement contains a Lease

The adoption of the new/revised FRS and INT FRS has no material effect on the financial statements of the Group
and the Company.
b)

Basis of consolidation
The consolidated financial statements include the financial statements of the Company and its subsidiaries as at the
balance sheet date.
The results of subsidiaries acquired or disposed of during the financial year are included or excluded from the
consolidated financial statements from their respective dates of acquisition or disposal. All intercompany
transactions, balances and unrealised gains on transactions between group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Where necessary, adjustments are made to the financial statements of subsidiaries to ensure consistency of
accounting policies with those of the Group.
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Notes to the financial statements

2.

Significant accounting policies (continued)
Acquisition of subsidiaries are accounted for using the purchase method. The cost of an acquisition is measured as
the fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of
exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are measured initially at their fair values at the acquisition date,
irrespective of the extent of any minority interests. Costs directly attributable to an acquisition are included as part
of the cost of acquisition.
Any excess of the cost of business combination over the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities represents goodwill.
Any excess of the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
over the cost of business combination is recognised in the profit and loss account on the date of acquisition.
c)

Non-current assets held for sale and discontinued operations
Non-current assets (or disposal groups) are classified as assets held for sale and stated at the lower of carrying
amount and fair value less costs to sell if their carrying amount is recovered principally through a sale transaction
rather than through continuing use.
A discontinued operation is a component of an entity that either has been disposed of, or that is classified as held
for sale and:
(i)
(ii)
(iii)

d)

represents a separate major line of business or geographical area of operations; or
is part of a single coordinated plan to dispose of a separate major line of business or geographical area of
operations; or
is a subsidiary acquired exclusively with a view to resale.

Fixed assets
Fixed assets are stated at cost less accumulated depreciation and any impairment in value. When the carrying
amount of an asset is greater than its estimated recoverable amount, it is written down to its recoverable amount.
Profits or losses on disposal of fixed assets are included in the profit and loss account.
Depreciation of fixed assets is calculated on a straight-line basis to write off the cost of the fixed assets over their
estimated useful lives. No depreciation is provided on freehold land and capital work-in-progress. The estimated
useful lives of other fixed assets are as follows:
Freehold buildings
Leasehold land & buildings
Rail equipment held for lease
Plant, machinery & equipment
Motor vehicles

8 to 30 years
8 to 30 years
1 to 30 years
3 to 31 years
5 years

Rail equipment held for lease consists of railcars and locomotives. These assets are either currently leased or are
held for lease. Rail equipment being leased is accounted for under the operating lease method. Rail equipment is
principally stated at cost, including costs incurred to recondition the equipment.
Capital work-in-progress includes rail equipment in the process of being refurbished or awaiting refurbishment and
is carried at cost plus refurbishment costs.
The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the effect
of any changes in estimate accounted for on a prospective basis.
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e)

Subsidiaries
A subsidiary is an entity over which the Group has the power to govern the financial and operating policies so as to
obtain benefits from its activities. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Group controls another entity.
Investments in subsidiaries are stated in the Company’s financial statements at cost less any impairment losses. On
disposal of a subsidiary, the difference between net disposal proceeds and the carrying amount of the investment is
taken to profit and loss account.

f)

Associated company and joint ventures
An associated company is an entity, not being a subsidiary, over which the Group has significant influence, but not
control, in the commercial and financial policy decisions.
A joint venture is a company, not being a subsidiary or associated company, over which the Group has a long term
interest of not more than 50% of the equity and has joint control over the investee company’s commercial and
financial policy decisions.
Investments in associated company or joint ventures are stated in the Company’s financial statements at cost less
any impairment losses. On disposal of an associated company or joint ventures, the difference between net
disposal proceeds and the carrying amount of the investment is taken to profit and loss account.
Investments in associated company and joint ventures are accounted for in the consolidated financial statements
using the equity method of accounting whereby the Group’s share of profit or loss of the associated company and
joint ventures is included in the profit and loss account and the Group’s share of net assets of the associated
company and joint ventures is included in the balance sheet.

g)

Available-for-sale investments
Investments classified as available-for-sale investments are initially measured at fair value plus directly attributable
transaction costs.
Investments are recognised and derecognised on the trade-date where the purchase or sale of an investment is
under a contract whose terms require delivery of investment within the timeframe established by the market
concerned.
Any resultant gains and losses arising from changes in fair value are recognised directly in equity, until the
investment is disposed of or is determined to be impaired, at which time the cumulative gain or loss previously
recognised in equity is included in the profit and loss account.
The fair value of quoted investments is based on current bid prices. For investments where there is no active
market, the fair value is determined using valuation techniques. Such techniques include using recent arm’s length
transactions, reference to the underlying net asset value of the investee companies, discounted cash flow analysis
and option pricing models. For unquoted equity investments without quoted market prices in active markets whose
fair values cannot be reliably measured by management using alternative valuation methods, such investments are
carried at cost less any impairment loss.
The Group assesses at each balance sheet date whether there is objective evidence that an investment is impaired.
A significant or prolonged decline in the fair value of the investment below its cost is considered in determining
whether the investment is impaired. If any such evidence exists, the cumulative loss - measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously
recognised in profit or loss – is removed from equity and recognised in the profit and loss account. Impairment
losses recognised in the profit and loss account are not reversed through the profit and loss account until the
investment is disposed of.
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2.

Significant accounting policies (continued)
h)

Derivative financial instruments and hedge accounting
Derivative financial instruments are initially recognised at fair value on the date a derivative contract is entered into
and are subsequently re-measured at fair value. Derivative financial instruments are carried as assets when the fair
value is positive and as liabilities when the fair value is negative.
Gains or losses arising from changes in fair value of derivative financial instruments that do not qualify for hedge
accounting are taken to the profit and loss account.
Changes in the fair value of derivative financial instruments that are designated and effective as hedges of future
cash flows are recognised directly in equity and the ineffective portion is recognised immediately in profit or loss. If
the cash flow hedge of a firm commitment or forecast transaction results in the recognition of an asset or a liability,
then, at the time the asset or liability is recognised, the associated gains or losses on the derivative that had
previously been recognised in equity are included in the initial measurement of the asset or liability. For hedges that
do not result in the recognition of an asset or a liability, amounts deferred in equity are recognised in profit or loss in
the same period in which the hedge item affects profit or loss.
Payments or receipts under interest rate cap and swap agreements are recorded as an adjustment to finance expense.

i)

Impairment of assets
At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that these assets may be impaired. If any such indication exists, the
recoverable amount (i.e. the higher of fair value less cost to sell and value in use) of the asset is estimated to
determine the amount of impairment loss.
For the purpose of impairment testing of these assets, recoverable amount is determined on an individual asset
basis unless the asset does not generate cash flows that are largely independent of those from other assets. If this
is the case, recoverable amount is determined for the cash-generating unit to which the asset belongs.
If the recoverable amount of the asset is estimated to be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. The impairment loss is recognised in the profit and loss account.
An impairment loss for an asset is reversed if, and only if, there has been a change in the estimates used to
determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying amount of
the asset is increased to its revised recoverable amount, provided that this amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior years. A
reversal of impairment loss for an asset is recognised in the profit and loss account.

j)

Debt issuance costs
Debt issuance costs are capitalised when incurred and amortised over the term of the debt.
The unamortised portion of debt issuance costs associated with early termination of the debt is recognised in the
profit and loss immediately.

k)
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Intangibles
Goodwill
Goodwill arising on the acquisition of a subsidiary represents the excess of the cost of the business combination
over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities. Goodwill is
initially recognised as an asset at cost and is subsequently measured at cost less any impairment losses. For the
purpose of impairment testing, goodwill is allocated to each of the Group's cash-generating units expected to
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benefit from the synergies of the combination. An impairment loss is recognised in the profit and loss account
when the carrying amount of the cash-generating unit, including goodwill, exceeds the recoverable amount of the
cash-generating unit. The impairment loss is allocated first to reduce the carrying amount of goodwill allocated
to the cash-generating units and then, to reduce the carrying amount of the other assets in the unit on a pro-rata
basis. An impairment loss recognised for goodwill is not reversed in a subsequent period.
Other Intangibles
Customer relationships were valued using the discounted cash flow method, and are amortised over the sales
agreement terms, ranging from 2 to 25 years.
Other intangible assets represent the fair value of leasehold and sub-leasehold interests, non-compete agreements,
trademarks and development expenditure on databases on the date of acquisition. Costs incurred which are
expected to generate future economic benefits are recognised as intangibles and amortised on a straight line basis
over their useful lives, ranging from 1 to 12 years.
l)

Operating leases
(i)
When a group company is the lessee
Leases of assets in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases (net of any incentive received
from lessor) are taken to the profit and loss account on a straight-line basis over the period of the lease.
(ii)

When a group company is the lessor
Rental income from operating leases (net of any incentive given to lessee) is recognised on a straight-line
basis over the lease term.

m)

Stocks
Stocks are stated at the lower of cost or net realisable value, cost being principally determined on average cost
method.

n)

Provisions
Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it
is probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the
amount can be made.

o)

Revenue recognition
Revenue consists of retail gasoline operations, transportation leasing, utility supply, proceeds from disposal of
investments, investment income and interest income.
Revenue from retail gasoline operations is recognised at the time the products are taken by the customer or when
services are provided.
Revenue from transportation leasing is recognised over the term of the lease. Deferred revenue results from cash
collections for which lease revenue has not been earned. Rental expense on equipment owned by others is offset
against lease revenues when the equipment is subleased to end-users.
Revenue from utility supply was recognised when services were provided and was mainly based on consumption,
with certain revenue based upon a flat rate.
Dividend income from investments is recognised when the shareholders’ rights to receive payment have been
established. Interest income is recognised on an accrual basis. Proceeds from disposal of investments, including
that of subsidiaries and associates, are recognised at the fair value of the consideration received or receivable.
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2.

Significant accounting policies (continued)
p)

Employee benefits
Defined Contribution Plan
The Group makes contributions to pension schemes as defined by the laws of the countries in which it has
operations. Contributions to pension schemes are recognised as an expense in the period in which the related
service is performed.
Employee Leave Entitlement
Employee entitlements to annual leave are recognised when they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services rendered by employees up to the balance sheet date.
Share Options and Warrants
The Company has granted share options to eligible employees and issued warrants to subscribe for shares in the
Company. Details of the share options granted and warrants issued are disclosed in the Directors’ Report.

q)

Asset retirement obligation
Provision for asset retirement obligation is recorded for legally obligated asset retirement costs associated with
tangible long-lived assets when the obligation to perform the asset retirement activity is unconditional, even if
uncertainty exists with regard to the timing or method of settling the obligation.

r)

Income taxes
Current income tax liabilities (and assets) for current and prior periods are recognised at the amounts expected to
be paid (or recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or
substantively enacted by the balance sheet date.
Deferred income tax assets/liabilities are recognised for deductible/taxable temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts. The principal temporary differences arise from
depreciation and amortisation, revaluation of investments, unremitted offshore income and future tax benefits from
certain provisions not allowed for tax purposes until a later period. Deferred tax assets are recognised to the extent
that it is probable that future taxable profit will be available against which the temporary differences can be utilised.
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s)

Financial assets
Financial assets include cash and bank balances, trade, intercompany and other receivables and investments.
Trade, intercompany and other receivables are stated at their fair value as reduced by appropriate allowances for
estimated irrecoverable amounts.

t)

Financial liabilities
Financial liabilities include trade, intercompany, other payables, amount owing to minority shareholder, term loans
and deferred liabilities. Trade, intercompany, other payables and amount owing to minority shareholder are stated at
their fair value. Interest-bearing term loans are initially measured at fair value and are subsequently measured at
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption value is taken
to the profit and loss account over the period of the borrowings using the effective interest method. Finance costs
are accounted for on an accrual basis (effective yield method) and are added to the carrying amount of the
instrument to the extent that they are not settled in the period in which they arise.

u)

Foreign currencies
Functional currency
Items included in the financial statements of each entity in the Group are measured using the currency that best
reflects the economic substance of the underlying events and circumstances relevant to that entity (“functional
currency”).
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The financial statements of the Group and the balance sheet and statement of changes in equity of the Company
are presented in Singapore Dollars, which is the functional currency of the Company.
Foreign currency transactions
Transactions in foreign currencies are translated at exchange rates approximating those ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated at
exchange rates approximating those ruling at that date. Exchange differences arising from translation are taken to
the profit and loss account, except for exchange differences arising on monetary balances that, in substance, form
part of the Group’s net investment in foreign entities, are taken to currency translation reserves. Exchange
differences on non-monetary items, such as available-for-sale investments, are included in the fair value reserve.
Foreign currency translation
For inclusion in the Group’s financial statements, the assets and liabilities of foreign subsidiaries and associated
companies that are in functional currencies other than Singapore Dollars are translated into Singapore Dollars at the
exchange rates ruling at the balance sheet date. The trading results of foreign subsidiaries and associated
companies are translated into Singapore Dollars using the average exchange rates for the financial year. Exchange
differences due to such currency translation are classified as reserves and taken directly to the translation reserve.
Such translation differences are recognised in profit or loss in the period in which the foreign subsidiary is disposed
of.
Goodwill and fair value adjustments arising on acquisition of a foreign entity are treated as non-monetary foreign
currency assets and liabilities of the foreign operation and recorded at the exchange rate at closing rate.
v)

Cash and cash equivalents
Cash and cash equivalents include highly liquid investments with maturity of three months or less.

w)

Critical accounting estimates and judgements
(i)
Critical judgements in applying the Group’s accounting policies
In the process of applying the Group’s accounting policies, management is of the opinion that there is no
instance of application of judgements which is expected to have a significant effect on the amounts
recognised in the financial statements, apart from those involving estimations described below.
(ii)

Key sources of estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the balance
sheet date that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are as follows:
Impairment of intangibles
Determining whether goodwill and other intangibles are impaired requires an estimation of the value in use of
the cash-generating units to which the goodwill and intangibles are allocated. This requires the Group to
estimate the future cashflows expected from the cash-generating units and an appropriate discount rate in
order to calculate the present value of the future cashflows. The carrying amount of goodwill and other
intangibles at the balance sheet date are disclosed in Note 10.
Impairment of available-for-sale investments
Determining whether available-for-sale investments are other than temporarily impaired requires an
assumption made regarding the duration and extent to which the fair value of an investment is less than its
cost, and the financial health of and near-term business outlook for the investee, including factors such as
industry and sector performance, changes in technology and operational and financing cashflow. The fair value
of available-for-sale investments is disclosed in Note 8.
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2.

Significant accounting policies (continued)
Impairment of fixed assets
Determining whether fixed asset value is impaired requires an estimation of the value in use of the cashgenerating units. This requires the Group to estimate the future cashflows expected from the cash-generating
units and an appropriate discount rate in order to calculate the present value of the future cashflows. The
carrying amount of fixed assets at the balance sheet date is disclosed in Note 5.
Depreciation of fixed assets
Fixed assets are depreciated on a straight-line basis over their estimated useful lives. Management estimates
the useful lives of these fixed assets to be within 1 to 31 years. Changes in the expected level of usage and
technological developments could impact the economic useful lives and the residual values of these assets,
therefore future depreciation charges could be revised. The carrying amount of fixed assets is disclosed in
Note 5.
Amortisation of intangibles
Intangibles are amortised on a straight-line basis over their estimated useful lives. Management estimates the
useful lives of these intangibles to be within 1 to 25 years. Actual results could differ from those estimates.
Income taxes
The Group has exposure to income taxes in numerous jurisdictions. Significant assumptions are required in
determining the provision for income taxes. There are certain transactions and computations for which the
ultimate tax determination is uncertain during the ordinary course of business. The Group recognises liabilities
for expected tax issues based on estimates of whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts that were initially recognised, such differences will
impact the income tax and deferred tax provisions in the period in which such determination is made. The
carrying amount of taxation and deferred taxation is disclosed in the balance sheet.

3.

Share capital
Company and Group
30.06.07
30.06.06
’000
$’000
’000
$’000
Issued and fully paid Ordinary shares:
At beginning of year
Issued on exercise of options under:
Keppel Marine Scheme
k1 Scheme
Issued on exercise of warrants
Capital distribution (Note 26)
Transfer from share premium account upon
commencement of the Companies
(Amendment) Act 2005
At end of year

1,897,528
75
230,000
-

393,213
16
39,400
(113,855)

2,127,603

318,774

1,877,413

187,741

740
19,375
-

148
2,454
-

1,897,528

202,870
393,213

Details of outstanding share options and warrants of the Company as at the end of the financial year are set out in
paragraph 6 of the Directors’ Report.
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4.

Reserves

Capital reserve:
Fair value reserve
Hedging reserve
Foreign exchange translation account
Revenue reserves

Company
30.06.07
30.06.06
$’000
$’000

30.06.07
$’000

6,211
6,211
257,216
263,427

42,827
257
43,084
(37,553)
355,023
360,554

1,897
1,897
257,577
259,474

Group
30.06.06
$’000

57,773
1,026
58,799
(24,706)
328,796
362,889

Movements in reserves are set out in the Statements of Changes in Equity.
5.

Fixed assets
Plant,
machinery
&
equipment
$’000

Motor
vehicles
$’000

Total
$’000

Company
30.06.07
Cost:
At beginning of year
Additions
Disposals
At end of year

392
1
(7)
386

316
(316)
-

708
1
(323)
386

Depreciation:
At beginning of year
Charges for the year
Disposals
At end of year

341
32
(6)
367

126
48
(174)
-

467
80
(180)
367

Net book value

19

-

19

Cost:
At beginning of year
Additions
At end of year

390
2
392

316
316

706
2
708

Depreciation:
At beginning of year
Charges for the year
At end of year

309
32
341

62
64
126

371
96
467

51

190

241

30.06.06

Net book value
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5.

Fixed assets (continued)

Freehold
land &
buildings
$’000

Leasehold
land &
buildings
$’000

Capital
work
in
progress
$’000

Rail
equipment
held
for lease
$’000

Plant,
machinery
&
equipment
$’000

Motor
vehicles
$’000

Total
$’000

Group
30.06.07
Cost:
At beginning of year
Additions
Disposals
Reclassification
Exchange differences
At end of year

31,462
14
(4,152)
1,377
(1,044)
27,657

8,744
451
1,962
(289)
10,868

Depreciation:
At beginning of year
Charges for the year
Disposals
Exchange differences
At end of year

1,050
533
(41)
1,542

2,010
1,093
(79)
3,024

Net book value

17,644
34,015
(32,404)
(585)
18,670

-

518,840
49,167
(18,947)
26,778
(17,210)
558,628

6,179
117
(7)
2,250
(183)
8,356

868
38
(316)
37
(18)
609

583,737
83,802
(23,422)
(19,329)
624,788

37,565
43,589
(3,111)
(1,767)
76,276

1,752
1,059
(6)
(49)
2,756

416
132
(174)
(11)
363

42,793
46,406
(3,291)
(1,947)
83,961

26,115

7,844

18,670

482,352

5,600

246

540,827

Cost:
At beginning of year
Subsidiary acquired
Subsidiary disposed
Additions
Disposals
Reclassification
Exchange differences
At end of year

41,361
(7,572)
130
(1,191)
1,257
(2,523)
31,462

32,395
(26,497)
1,330
3,491
(1,975)
8,744

5,450
10,476
(7,034)
57,951
(2,618)
(45,744)
(837)
17,644

528,767
36,742
(55,165)
34,029
(25,533)
518,840

234,899
732
(222,712)
2,197
(1,552)
6,956
(14,331)
6,189

869
22
11
(34)
868

314,974
539,975
(263,815)
98,372
(60,526)
(45,233)
583,747

Depreciation:
At beginning of year
Subsidiary disposed
Charges for the year
Disposals
Reclassifications
Exchange differences
At end of year

1,667
(1,240)
622
(28)
157
(128)
1,050

9,083
(8,284)
1,541
328
(658)
2,010

-

42,063
(2,909)
(1,589)
37,565

59,508
(54,106)
2,264
(1,506)
(485)
(3,913)
1,762

266
167
(17)
416

70,524
(63,630)
46,657
(4,443)
(6,305)
42,803

Net book value

30,412

6,734

17,644

481,275

4,427

452

540,944

30.06.06

Rail equipment held for lease is pledged to banks for term loan facilities (Note 17).
Freehold land amounting to $21,916,000 (30.06.06: $22,667,000) is not subject to depreciation.
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6.

Subsidiaries
Company
30.06.07
30.06.06
$’000
$’000
Unquoted shares, at cost
Impairment losses
Carrying amount of investments

305,342
(1,187)
304,155

206,711
(2,856)
203,855

Details of the subsidiaries are as follows:

Subsidiary

Effective equity
interest
30.06.07
30.06.06
%
%

Cost of
investment
30.06.07
30.06.06
$’000
$’000

Place of
incorporation/
operation

Principal
activities

Held by the Company
CP K-1 Investment LLC *

-

100

-

2,269

United States
of America

Dormant

Focus Up Holdings Ltd(1)

100

100

105,473

-

British Virgin
Island

Investment
holding

K-1 Holdings Equity I, Inc(1)

100

100

6,513

6,513

United States
of America

Investment
holding

k1 Investments (I) Pte Ltd *

-

100

-

5,333

Singapore

Investment
holding

100

100

5,664

5,664

Hong Kong

Investment
holding

55

55

-

-

United States
of America

Dormant

K-1 USA Energy Production
Corporation(1)

100

100

21,362

21,362

United States
of America

Investment
holding

Mid Pac Petroleum, LLC(5)

100

100

17,028

17,028

United States
of America

Retail gasoline
operations

Long Haul Holding Corporation(3)

80.1

80.1

149,302

148,542

United States
of America

Investment
holding

305,342

206,711

k1 Ventures (Hong Kong) Ltd(2)
K-1 Wireless, Inc(1)

Held by subsidiaries
K-1 Investments Series I, Inc(1)

100

100

-

-

United States
of America

Investment
holding

K-1 U.S.A. Ventures, Inc(4)

100

100

-

-

United States
of America

Management
company

55

55

-

-

United States
of America

Dormant

-

99

-

-

United States
of America

Dormant

K-1 U.S.A. Management, Inc(4)

100

100

-

-

United States
of America

Management
company

K-1 Knowledge, LLC(1)

100

100

-

-

United States
of America

Investment
holding

PS Wireless, LLC(1)
Vectis-K1, LLC *
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6.

Subsidiaries (continued)

Subsidiary

Effective equity
interest
30.06.07
30.06.06
%
%

Cost of
investment
30.06.07
30.06.06
$’000
$’000

Place of
incorporation/
operation

Principal
activities

Helm Holding Corporation(3)

80.1

80.1

-

-

United States
of America

Investment
holding

Helm Financial Corporation(3)

80.1

80.1

-

-

United States
of America

Transportation
Leasing

Helm Locomotive Leasing
Corporation(3)

80.1

80.1

-

-

United States
of America

Transportation
Leasing

Helm General Corporation(3)

80.1

80.1

-

-

United States
of America

Transportation
Leasing

Helm Pacific Corporation(3)

80.1

80.1

-

-

United States
of America

Transportation
Leasing

Notes on auditors
(1) Not required to be audited by law in its country of incorporation.
(2) Audited by PKF, Hong Kong.
(3) Audited by Deloitte & Touche, LLP, San Francisco.
(4) Audited by Deloitte & Touche, Singapore for consolidation purpose only.
(5) Audited by Deloitte & Touche, LLP, Honolulu.
* Completed/commenced de-registration during the financial year.

7.

Associated company and joint ventures
Group
30.06.07
30.06.06
$’000
$’000
Unquoted shares at cost
Share of post-acquisition:
Profits (net of amortisation of intangibles of $6.2 million (30.06.06: $3.4 million))
Reserves
Exchange differences

76,439

76,439

13,941
74
(6,658)
83,796

6,525
250
(3,938)
79,276

26,275
11,358
82,923
4,693

29,038
18,326
84,418
3,326

4,200
214,983
10,857
100,862
66,308
17,739

4,578
233,536
9,705
135,018
66,761
19,595

Summarised financial information in respect of the Group’s associated company is set out below:
Total assets
Total liabilities
Revenue
Profit for the year
Summarised financial information in respect of the Group’s joint ventures is set out below:
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Revenue
Profit for the year
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Details of the Group’s joint ventures and associated company, all of which are held by subsidiaries, are as follows:

Joint Ventures

Effective equity
interest
30.06.07
30.06.06
%
%

Place of
incorporation/
operation

Principal
activities

Helm-Pacific Leasing(1)

40

40

United States
of America

Transportation
Leasing

Helm Chesapeake LP(1)

40

40

United States
of America

Transportation
Leasing

30

30

United States
of America

Repair and
restoration of
locomotives
and railcars

Associated Company
Metro East Industries, Inc(2)

Notes on auditors
(1) Audited by Deloitte & Touche, LLP, San Francisco.
(2) Audited by RubinBrown LLP, USA.

8.

Available-for-sale investments
Company
30.06.07
30.06.06
$’000
$’000
Non-current assets
Quoted equity investments, at fair value
Unquoted investments, at fair value:
Warrants
Others
Unquoted equity investments, at cost
Current assets
Available-for-sale investments:
Quoted secured bonds, at fair value

Group
30.06.07
30.06.06
$’000
$’000

-

-

49,468

62,994

8,309
8,309
7,108
15,417

8,551
8,551
34,430
42,981

33,475
8,309
91,252
139,831
231,083

48,869
8,551
120,414
168,081
288,495

-

-

-

6,850

The quoted secured bonds bore interest at a fixed rate of 7.4% per annum payable semi-annually in arrear on 13 June and
13 December in each year, commencing from 13 December 2001. The quoted secured bonds were redeemed during the
financial year.
The Group’s available-for-sale investments that are not denominated in the functional currencies of the respective entities
are as follows:
Company
30.06.07
30.06.06
$’000
$’000
Non-current assets
United States dollars
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42,981

Group
30.06.07
30.06.06
$’000
$’000
64,885

105,103
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9.

Other assets
Group
30.06.07
30.06.06
$’000
$’000
Debt issuance cost
Loans receivables
Others

6,167
517
577
7,261

9,361
1,024
1,150
11,535

During the year, debt issuance cost amortised and written off to the profit and loss accounts amounted to $1.8 million
(30.06.06: $2.5 million) and $1.7 million (30.06.06: $2.0 million) respectively (Note 23).
10.

Intangibles

Goodwill
$’000

Customer
relationship
$’000

Other
intangible
assets
$’000

Total
$’000

Group
30.06.07
At beginning of year
Amortisation
Adjustment to acquisition price
Transfer to other asset
Exchange differences
At end of year

195,307
2,452
(6,478)
191,281

39,071
(2,474)
(1,169)
(1,266)
34,162

14,487
(2,634)
870
(447)
12,276

248,865
(5,108)
2,452
(299)
(8,191)
237,719

Cost
Accumulated amortisation

191,281
191,281

41,012
(6,850)
34,162

16,932
(4,656)
12,276

249,225
(11,506)
237,719

At beginning of year
Subsidiary acquired
Amortisation
Exchange differences
At end of year

10,760
194,599
(10,052)
195,307

9,150
35,424
(3,361)
(2,142)
39,071

(2,572)
20,457
(2,666)
(732)
14,487

17,338
250,480
(6,027)
(12,926)
248,865

Cost
Accumulated amortisation

195,307
195,307

44,216
(5,145)
39,071

16,689
(2,202)
14,487

256,212
(7,347)
248,865

Group
30.06.06

Other intangible assets comprise leasehold and sub-leasehold interests, trademarks, non-compete agreements and
development expenditure on databases.
Impairment testing of goodwill
The carrying values of the Group’s goodwill on acquisition of subsidiaries as at 30 June 2007 were assessed for
impairment during the financial year.
Goodwill is allocated for impairment testing purposes to the individual subsidiary which is also the cash generating unit.
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The carrying value of goodwill arising from the acquisition of the subsidiary, Helm Holding Corporation, amounted to
$181.5 million (2006: $185.2 million). The recoverable amount is determined based on value-in-use calculations by
applying a discounted cash flow model using cash flow projections derived from the most recent financial budgets
approved by management covering a four-year period using an average discount rate and long term growth rate of 11.5%
(2006: 11.5%) and 4% (2006: 4%), respectively.
The growth rate used does not exceed the long term average growth rate of the respective industry and country in which
the subsidiary operates. The discount rates applied to the cash flow projections are derived from the cost of capital plus a
reasonable risk premium at the date of the assessment of the subsidiary.
No impairment loss was required for the financial year ended 30 June 2007 for the goodwill assessed as their recoverable
values were in excess of their carrying values.
11.

Stocks
Group
30.06.07
30.06.06
$’000
$’000
Fuel stock
Goods for sale
Consumable supplies and spares

12.

10,848
3,895
3,347
18,090

10,766
2,330
1,588
14,684

Amounts due from/to
Company
30.06.07
30.06.06
$’000
$’000
Subsidiaries
Due from subsidiaries - non-trade
Due to subsidiaries - non-trade

46,861

137,762

3,962

11,662

The amounts due from and to subsidiaries are unsecured, repayable on demand and interest-free, except for the amount
due from a subsidiary of $46.8 million (30.06.06: $48.4 million) which bears interest at 8.5% (30.06.06: 8.5%) per annum.
Some of the Company's transactions and arrangements are between members of the Group and the effects of these on
the basis determined between the parties are reflected in these financial statements.
The amount due from/to subsidiaries that are not denominated in the functional currency of the Company are as follows:
Company
30.06.07
30.06.06
$’000
$’000
Due from subsidiaries - non-trade
United States dollars
Due to subsidiaries - non-trade
United States dollars

46,861

137,762

908

2,662

Group
30.06.07
30.06.06
$’000
$’000
Associated company and joint ventures
Due from joint ventures - trade

484

772

Due to an associated company - trade

184

120

The amounts due from and to an associated company and joint ventures are unsecured, repayable on demand and
interest-free.
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13.

Debtors
Company
30.06.07
30.06.06
$’000
$’000
Trade debtors
Allowance for doubtful debts

Other debtors – non-trade
Prepayments and deposits
Fair value of derivative instruments
Tax recoverable
Interest receivable from:
Related parties
Others
Total

-

-

22
24
2,421

Group
30.06.07
30.06.06
$’000
$’000
16,267
(139)
16,128

17,032
(253)
16,779

22
22
2,504

925
1,519
308
2,421

2,014
1,278
1,062
2,516

19
25
2,511
2,511

1
41
2,590
2,590

19
56
5,248
21,376

1
60
6,931
23,710

-

-

Movement in allowance for doubtful debts is as follows:
At beginning of year
Exchange differences
Amount written back
Amount written off
Subsidiaries acquired
Subsidiary disposed
At end of year

253
(7)
(107)
139

137
(20)
272
(247)
212
(101)
253

The Group and Company’s debtors that are not denominated in the functional currencies of the respective entities are as
follows:
Company and Group
30.06.07
30.06.06
$’000
$’000
United States dollars
14.

2,421

2,504

Bank balances, deposits and cash

Bank balances, deposits and cash
Deposits with related parties
Cash and cash equivalents
Restricted cash held under escrow

Company
30.06.07
30.06.06
$’000
$’000

Group
30.06.07
30.06.06
$’000
$’000

243,320
15,899
259,219
4,686
263,905

289,896
15,899
305,795
4,686
310,481

309,929
13,398
323,327
11,554
334,881

335,784
13,398
349,182
36,064
385,246

Restricted cash held under escrow of the Company represents amount payable to a former subsidiary on certain
obligations arising out of the settlement conditions with respect to the regulatory approval obtained on the sale of a
subsidiary (Note 15).
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Included in restricted cash held under escrow of the Group in the previous financial year was an amount $24.5 million
payable to the former shareholders of a subsidiary, which represented the minority interests of a subsidiary, as collateral
for representations and warranties provided at the time of the acquisition (Note 16).
The interest rates of these deposits range from 0.6% to 5.2% (30.06.06: 0.5% to 5%) per annum.
The Group and Company’s cash and cash equivalent that are not denominated in the functional currencies of the
respective entities are as follows:
Company
30.06.07
30.06.06
$’000
$’000
Hong Kong dollars
United States dollars
15.

84,097

324,943

Group
30.06.07
30.06.06
$’000
$’000
22
84,098

28
325,082

Creditors

Note
Trade creditors
Accrued expenses
Sundry creditors
Fair value of derivative instrument
Interest payable

(a)

(a)

Company
30.06.07
30.06.06
$’000
$’000
33,097
5,584
38,681

35,139
19,474
54,613

Group
30.06.07
30.06.06
$’000
$’000
3,626
12,351
8,657
38
3,850
28,522

11,158
16,216
21,962
6,143
55,479

Included in sundry creditors of the Company and the Group is an amount payable to a former subsidiary of
$4.7 million (30.06.06: $11.6 million) in respect of funds held in escrow (Note 14).

The Group and Company’s creditors that are not denominated in the functional currencies of the respective entities are as
follows:
Company and Group
30.06.07
30.06.06
$’000
$’000
United States dollars
16.

4,686

18,592

Amount owing to minority shareholder
Group
30.06.07
30.06.06
$’000
$’000
Minority shareholder - non-trade

-

24,510

The amount in the previous financial year represented restricted cash (Note 14) maintained in an escrow account as
collateral for representations and warranties provided to the former shareholders, which represents the minority interests
of the subsidiary acquired on 8 July 2005.
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17.

Term loans

Due within
one year
$’000

Group
Due after
one year
$’000

Total
$’000

30.06.07
Term loans

4,657

450,836

455,493

30.06.06
Term loans

3,720

473,080

476,800

On 8 July 2005, a subsidiary entered into a revolving credit agreement (the “Agreement”) with a syndicate group of
banks as part of the purchase of the subsidiary. The subsidiary borrowed a total of $548.8 million (US$333 million) of the
credit facility comprising revolver borrowings, Term Loan B and Term Loan C borrowings to finance the acquisition of the
subsidiary. Interest is charged at a base rate basis (lender’s reference rate plus a variable margin) or a Eurodollar basis.
During the financial year, the subsidiary amended the existing revolver and Term Loan B borrowings and terminated the
Term Loan C. The subsidiary raised additional Term Loan B borrowings and used the proceeds to repay the Term Loan C
in full.
At the balance sheet date, the subsidiary has Term Loan B borrowing due in July 2011 of $455.5 million (US$297.6 million)
(30.06.06: $366 million (US$231.2 million)). Interest is determined based on LIBOR plus 2.25% (30.06.06: 2.5%)
per annum, repriced within 3 months. The average interest rate approximated 7.76% (30.06.06: 6.96%) for the year.
In the previous financial year, the subsidiary had Term Loan C borrowing of $110.8 million (US$70 million). Interest was
based on LIBOR plus 6.5% per annum and the average interest rate was 10.75% per annum. Included in Term Loan C was
an amount of $33.9 million (US$21.4 million) payable to related parties. Term Loan C was repaid during the financial year.
The Agreement is collateralised by all of the rail equipment held for lease and related lease contracts, accounts receivable
and other assets of the subsidiary. The net book value of the assets collateralised on the term loans amounted to $886
million (30.06.06: $901 million) at the balance sheet date.
The Agreement requires the subsidiary to maintain interest rate protection. Accordingly, interest rate swap and cap
agreements are entered into with various commercial banks, having an effective total notional principal amount of
US$190 million (30.06.06: US$170 million) as at 30 June 2007 (Note 30).
The fair values of the term loans, determined based on discounted cash flows using a discount rate based upon the
borrowing rate which management expects would be available to the Group at the balance sheet date, approximate their
carrying amounts.
Term loans due after one year are estimated to be repayable as follows:
Group
30.06.07
30.06.06
$’000
$’000
Years after year-end:
After one but within two years
After two but within five years
After five years
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3,720
10,229
459,131
473,080

18.

Deferred liabilities
Group
30.06.07
30.06.06
$’000
$’000
Deferred revenue
Asset retirement obligation
Others

19.

2,193
1,850
353
4,396

1,785
1,575
353
3,713

Deferred taxation
Company
30.06.07
30.06.06
$’000
$’000
At beginning of year
Exchange difference
Charge for the year
Changes in tax rate
Revaluation surplus
Subsidiaries acquired
Subsidiary disposed
Others
At end of year

Group
30.06.07
30.06.06
$’000
$’000

1,293
4,294
382
5,969

222
1,071
1,293

197,772
(6,018)
14,899
(34)
(8,867)
(54)
197,698

27,100
(1,655)
11,855
278
18,795
136,730
(8,516)
13,185
197,772

1,453
4,516
5,969

1,071
222
1,293

144,721
22,311
42,020
17,618
12,858
239,528

155,378
31,698
42,895
19,605
7,677
257,253

-

-

(11,368)
(30,462)
(41,830)

(9,744)
(49,737)
(59,481)

5,969

1,293

197,698

197,772

Deferred taxation recognised arises as a result of:
Deferred tax liabilities:
Accelerated tax depreciation
Revaluation of investment
Interest in associated company and joint ventures
Intangibles
Offshore income and others

Deferred tax assets:
Other provisions
Unutilised tax losses and benefits

Net deferred tax liabilities

Deferred tax assets are recognised for unutilised tax benefits carried forward to the extent that realisation of the related
tax benefits through future taxable profits is probable.
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20.

Revenue

Note
Continuing operations
Revenue from retail gasoline operations
Revenue from transportation leasing
Proceeds from sale of investments
Dividend income
Interest income from:
Related parties
Others
Others
Discontinued operations
Revenue from utility supply
Interest income
32
32

Consideration for sale of business

21.

246,902
145,107
49,217
4,322

230,411
148,558
28,915
4,137

5,452
8,182
14,460
473,642

1,241
835
19,046
433,143

473,642

241,277
26
241,303
307,454
548,757
981,900

Staff costs
Continuing Operations
30.06.07
30.06.06
$’000
$’000
Salaries and wages
Pension contributions
Other staff expenses
Total

76

Group
30.06.07
30.06.06
$’000
$’000
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17,551
897
1,398
19,846

16,448
1,067
1,306
18,821

Discontinued Operations
30.06.07
30.06.06
$’000
$’000
-
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29,015
9,594
38,609

Group
30.06.07
30.06.06
$’000
$’000
17,551
897
1,398
19,846

45,463
1,067
10,900
57,430

22.

Operating profit
Operating profit is arrived at after charging/(crediting) the following:
Continuing Operations
30.06.07
30.06.06
$’000
$’000
Fees to directors of the Company
Depreciation of fixed assets
Amortisation of intangibles
Auditors’ remuneration:
auditors of the Company
other auditors
Non-audit fee:
auditors of the Company
other auditors
Profit on disposal of fixed assets
Profit on sale of investments
Profit on disposal of subsidiary
Provision for stock obsolescence
Provision for doubtful debts
Write-back of provision
for doubtful debts
Fair value loss/(gain) - Derivatives

Discontinued Operations
30.06.07
30.06.06
$’000
$’000

Group
30.06.07
30.06.06
$’000
$’000

280
46,406
5,108

320
45,165
6,027

-

1,492
-

280
46,406
5,108

320
46,657
6,027

62
806

79
762

-

20

62
806

79
782

2
516
(9,550)
(7,198)
-

32
1,127
(11,853)
(13,545)
43

-

7
(2)
(170,140)
129
229

2
516
(9,550)
(7,198)
-

32
1,134
(11,855)
(13,545)
(170,140)
129
272

(107)
243

(2,790)

-

-

(107)
243

(2,790)

The Audit Committee has undertaken a review of all non-audit services provided by the auditors and in the opinion of the
Audit Committee, these services would not affect the independence of the auditors.
23.

Finance expenses
Continuing Operations
30.06.07
30.06.06
$’000
$’000
Interest expense:
Term loans
Loan from shareholders
Others
Changes in fair value of
interest rate swaps and caps
Amortisation of debt issuance cost
Write off of debt issuance cost
Total
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Discontinued Operations
30.06.07
30.06.06
$’000
$’000

Group
30.06.07
30.06.06
$’000
$’000

39,556
-

41,690
951
77

-

6,895
-

39,556
-

48,585
951
77

(438)
1,778
1,738
42,634

2,109
2,201
47,028

-

267
2,016
9,178

(438)
1,778
1,738
42,634

2,109
2,468
2,016
56,206
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24.

Taxation
Continuing Operations
30.06.07
30.06.06
$’000
$’000
Tax expense comprise:
Current taxation on
profit for the year
Over provision in prior year
Others

Deferred tax movement:
Movements in
temporary differences
Changes in tax rate

3,478
(54)
1,272
4,696

Discontinued Operations
30.06.07
30.06.06
$’000
$’000

Group
30.06.07
30.06.06
$’000
$’000

3,524
(138)
2,435
5,821

-

41,025
(526)
40,499

3,478
(54)
1,272
4,696

44,549
(664)
2,435
46,320

14,899
34

11,855
(2)

-

280

14,899
34

11,855
278

19,629

17,674

-

40,779

19,629

58,453

The income tax expense on the results of the Group differ from the amount of income tax expense determined by
applying the Singapore standard rate of income tax to profit before tax due to the following:
Group
30.06.07
30.06.06
$’000
$’000
Profit before tax and exceptional item:
Continuing operations
Discontinued operations

Tax expense calculated at tax rate of 18% (30.06.06: 20%)
Utilisation of prior year tax losses
Income not subject to tax
Effect of withholding tax rates
Effect of different tax rates in other countries
Expenses not deductible for tax purposes
Over provision in prior year
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49,035
49,035

44,513
193,189
237,702

8,826
(56)
(8,974)
1,505
9,041
9,341
(54)
19,629

47,540
(67)
(14,772)
1,566
8,384
16,466
(664)
58,453

25.

Earnings per share
Continuing and discontinued operations
Group
30.06.07
30.06.06
Basic
Diluted
Basic
Diluted
$’000
$’000
$’000
$’000
Net profit attributable
to shareholders

26,227

26,227

30.06.07
Number of Shares
‘000
Weighted average
number of
ordinary shares

175,604

30.06.06
Number of Shares
‘000

26,227

26,227

30.06.07
Number of Shares
‘000

23,221

23,221

30.06.06
Number of Shares
‘000

1,995,728

1,995,728

1,890,752

1,890,752

1,995,728

1,995,728

1,890,752

1,890,752

-

92,763

-

87,036

-

92,763

-

87,036

Weighted average
number of ordinary
shares used to
compute earnings
per share
1,995,728

2,088,491

1,890,752

1,977,788

1,995,728

2,088,491

1,890,752

1,977,788

1.26

9.29

8.88

1.31

1.26

1.23

1.18

Adjustment for
dilutive potential
ordinary shares

Earnings per ordinary
share (cents)
26.

175,604

Continuing operations
Group
30.06.07
30.06.06
Basic
Diluted
Basic
Diluted
$’000
$’000
$’000
$’000

1.31

Capital distribution
A capital distribution of 6 cents per share (30.06.06: 6 cents), without deduction for tax, out of the Company's share
capital account was proposed by the Board of Directors subsequent to year-end. The capital distribution will be subject to
the approval of shareholders in the forthcoming Annual General Meeting and made pursuant to relevant sections of the
Companies Act (Chapter 50).
Company and Group
30.06.07
30.06.06
$’000
$’000
During the financial year, the following capital distribution was paid:
Capital distribution of 6 cents per share on the issued and
fully paid ordinary shares
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-
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27.

Significant related party transactions
Related parties are entities with common direct or indirect shareholders and/or directors. Parties are considered to be
related if one party has the ability to control the other party or exercise significant influence over the other party in making
financial and operating decisions.
Some of the Group’s transactions and arrangements are with related parties and the effects of these on the basis
determined between the parties are reflected in these financial statements.
Significant related party transactions:
Group
30.06.07
30.06.06
$’000
$’000
Income
Substantial shareholder and its subsidiaries
Interest income
Associated company and joint ventures
Management and marketing fee
Lease revenue
Gain on sale of rail equipment to associated company

Expenses
Substantial shareholder and its subsidiaries
Professional fee, office rental and other expenses
Interest expenses
Reimbursement cost
Associated company and joint ventures
Repair costs

28.

5,452

1,241

4,296
1,468
11,216

3,931
208
2,607
7,987

562
3,717

582
951
5,833

6,251
10,530

6,747
14,113

Capital commitments
Company and Group
30.06.07
30.06.06
$’000
$’000
Investments approved by directors and committed
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29.

Operating lease commitment
(a)

Lessee’s lease commitments
Company
30.06.07
30.06.06
$’000
$’000
Minimum lease payments under operating
leases recognised as an expense in the year

77

68

Group
30.06.07
30.06.06
$’000
$’000

8,369

10,249

At the balance sheet date, the commitments in respect of non-cancellable operating leases of office space, rail
equipment and gasoline stations with a term of more than one year were as follows:
Company
30.06.07
30.06.06
$’000
$’000
Within one year
Second to fifth year
Fifth year and onwards

77
81
-

77
162
-

Group
30.06.07
30.06.06
$’000
$’000
5,898
9,496
9,423

7,480
13,678
8,036

Future rent payments of office space of a subsidiary are subject to adjustment based upon the subsidiary’s share of
operating costs for the building. Certain leases of rail equipment provide for additional contingent rentals based on
utilisation. Such equipment is sub-leased by a subsidiary to end-users. Minimum lease payments of $8,260,000
(30.06.06: $10,249,000) include contingent rents of $542,000 (30.06.06: $1,083,000).
(b)

Lessor’s lease commitments
Company
30.06.07
30.06.06
$’000
$’000
Minimum rental income

-

-

Group
30.06.07
30.06.06
$’000
$’000
134,110

141,996

At the balance sheet date, the minimum lease payments receivable in respect of non-cancellable operating leases
of rail equipment and gasoline station with a term of more than one year were as follows:
Company
30.06.07
30.06.06
$’000
$’000
Within one year
Second to fifth year
Fifth year and onwards

-

-

Group
30.06.07
30.06.06
$’000
$’000
96,049
97,580
10,741

115,216
140,059
3,069

Rail equipment is leased to end-users under operating leases with initial terms ranging from three to eighty-four
months.
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30.

Financial risk management
The activities of the Group are exposed to a variety of financial risks, including the effect of changes in debt and equity
market prices, foreign currency exchange rates, interest rates and oil prices. The Group manages its risk through
diversification of investments. The Group does not hold or issue derivative financial instruments for trading or speculative
purposes.
Interest rate risk
The Group has exposure to market risk for changes in interest rate and such exposure relates to investment in fixed
deposits and term loans. The Group does not use derivative financial instruments to hedge investment in fixed deposits.
Where necessary, the Group uses derivative financial instruments to hedge interest rate risks.
Interest rate cap and swap agreements are used to add stability to interest expense and to manage its exposure to
interest rate movements or other identified risks. The Group purchases interest rate caps and swaps to hedge the
interest rate risk exposure arising from its variable rate term loans (Note 17). At the end of the financial year, the Group
had the following outstanding interest rate swap and cap agreements:
Notional amount

Maturity

Interest rate caps
30.06.07
US$60,000,000
US$60,000,000
US$30,000,000

November 2008
November 2008
November 2007

3-month LIBOR above 6%
3-month LIBOR above 6%
3-month LIBOR above 5.5%

September 2006
September 2006
November 2007

4.375%
4.875%
5.5%

October 2007
November 2008

Fixed rate of 6.19%
Fixed rate of 4.78%

30.06.06
US$50,000,000
US$50,000,000
US$30,000,000
Interest rate swaps
30.06.07 and 30.06.06
US$10,000,000
US$30,000,000

The net positive fair value of these interest rate swaps and caps for the Group was $270,000 (30.06.06: $1,062,000)
comprising assets of $308,000 (30.06.06: $1,062,000) and liabilities of $38,000 (30.06.06: nil). These amounts are
recognised as derivative instruments in debtors (Note 13) and creditors (Note 15).
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Foreign currency risk
The Group has currency deposits and transactions denominated in foreign currencies arising from its investing activities,
primarily the US dollar. The Group’s foreign currency exposures arise mainly from the exchange rate movement of these
foreign currencies against the Singapore dollar, which is the Group’s reporting currency. The Group does not use
derivative financial instruments to hedge such risk.
The Company has investments in foreign subsidiaries, whose net assets are exposed to currency translation
risk. Exchange differences arising from the translation are taken directly to the translation reserve.
Price risk
The Group is exposed to price risk in its retail gasoline operations. Fuel margins are sensitive to commodity prices and
supply and demand balances both domestically and internationally. The purchase of petroleum products from local
Hawaii-based refiners is tied directly to international commodity oil prices with their inherent volatility. Sales prices in
Hawaii do not always move in concert with international product prices.
Management assesses the risks of price changes and the materiality of those changes on its retail gasoline operations
and considers whether to enter into hedging arrangements to mitigate these risks. No hedging agreements are currently
in place with respect to the retail gasoline operations.
Credit risk
Approximately 56% (30.06.06: 54%) of the Group’s revenue generated by its transportation leasing operations is derived
from two major customers. However, the risk is mitigated due to the financial strength of these customers. The Group’s
maximum exposure to credit risk in the event that the customers fail to perform their obligations as at 30 June 2007 is
the carrying amount of those assets as indicated in the balance sheet.
It is the Group’s policy to enter into financial instruments with a diversity of credit-worthy customers. The Group does not
expect to incur material credit losses on its financial assets.
The Group has policies in place to ensure that transactions with trade customers are conducted within the Group’s Credit
and Receivable Policy. Open credit accounts are reviewed periodically and credit limits revised where appropriate.
Liquidity risk
The Group maintains adequate cash and cash equivalents deemed necessary to meet its operational requirements.
Investment risk
The Group’s activities expose it to the effects of changes in debt and equity market prices, resulting from economic and
non-economic events. Its overall risk management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the financial performance of the Group.
Investment risk exists as a result of changes in economic, industry or geographical factors. The Group’s portfolio of
financial investments is broadly diversified along industry and product lines, with the objective of mitigating significant
concentration of investment risk.
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31.

Segment analysis
Business Segment
The Group has segmented its continuing operations into Energy, Transportation Leasing and Investments. The Group’s
Energy segment reflects Mid Pac’s retail gasoline operations in Hawaii and other energy-related investments. The
Transportation Leasing segment represents Helm’s locomotive and railcar leasing business in North America. The Group’s
Investment segment consists mainly of the Group’s education and technology investments.
Discontinued
Operations

Total
Operations

Total
$’000

GASCO
$’000

$’000

Continuing Operations

30.06.07

Energy
$’000

Revenue

250,024

Elimination
$’000

160,767

66,865

(4,014)

473,642

-

473,642

15,250
(4,014)
-

62,747
(42,634)
-

19,793
(9,523)

(4,014)
4,014
-

93,776
(42,634)
(9,523)

-

93,776
(42,634)
(9,523)

11,236

7,416
27,529

10,270

7,416
49,035

-

7,416
49,035

164,651

801,976

445,094

(46,821) 1,364,900

-

1,364,900

164,651

83,796
885,772

2,421
447,515

83,796
2,421
(46,821) 1,451,117

-

83,796
2,421
1,451,117

Segment liabilities
Net tax provision and
deferred taxation
Total

57,893

471,690

5,833

(46,821)

488,595

-

488,595

20,025
77,918

168,872
640,562

45,883
51,716

(46,821)

234,780
723,375

-

234,780
723,375

Net assets

86,733

245,210

395,799

-

727,742

-

727,742

6,071

77,727

4

-

83,802

-

83,802

(3,019)

(48,376)

-

(51,514)

-

(51,514)

Results
Operating profit
Finance expenses
Foreign exchange loss
Share of results of
associated company
and joint ventures
Profit before taxation
Other information
Segment assets
Investment in
associated company
and joint ventures
Tax recoverable
Total

Capital expenditure
Depreciation and
amortisation
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leasing Investments
$’000
$’000
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Continuing Operations
Transportation
leasing Investments
$’000
$’000

30.06.06

Energy
$’000

Revenue

233,841

168,318

7,427
(4,261)
-

Results
Operating profit
Finance expenses
Foreign exchange loss
Share of results of
associated company
and joint ventures
Profit before taxation
Other information
Segment assets
Investment in
associated company
and joint ventures
Tax recoverable
Total
Segment liabilities
Net tax provision and
deferred taxation
Total
Net assets
Capital expenditure
Depreciation and
amortisation

Discontinued
Operations

Total
Operations

Elimination
$’000

Total
$’000

GASCO
$’000

$’000

35,245

(4,261)

433,143

548,757

981,900

72,470
(46,077)
-

9,770
(951)
(390)

(4,261)
4,261
-

85,406
(47,028)
(390)

202,367
(9,178)
-

287,773
(56,206)
(390)

3,166

6,525
32,918

8,429

-

6,525
44,513

193,189

6,525
237,702

211,274

846,153

509,586

(48,428)

1,518,585

-

1,518,585

5
211,279

79,276
925,429

2,511
512,097

(48,428)

79,276
2,516
1,600,377

-

79,276
2,516
1,600,377

62,608

524,829

21,613

(48,428)

560,622

-

560,622

30,255
92,863

163,766
688,595

43,014
64,627

(48,428)

237,035
797,657

-

237,035
797,657

118,416

236,834

447,470

-

802,720

-

802,720

4,487

80,961

113

-

85,561

12,811

98,372

(3,997)

(47,052)

(143)

-

(51,192)

(1,492)

(52,684)

Discontinued Operations reflected the Group’s activities in The Gas Company, LLC (“GASCO”), the gas distribution
business in Hawaii in the previous financial year.
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31.

Segment analysis (continued)
Geographical Segment
The Group’s three business segments operate in three main geographical areas. The operating activities and investment
activities are predominately in the USA. Singapore is the home country of the Company and its assets are mainly cash
and cash equivalents.
Segment revenue is based on geographical location of its customers or, in the case of revenue from investments, the
source of its investments income. Segment assets and capital expenditure are analysed based on the location of the
assets generating the income.

30.06.07
Continuing operations
External revenue
Segment assets
Capital expenditure

Singapore
$’000

USA
$’000

China/
Hong Kong
$’000

Others
$’000

Total
$’000

8,136
190,327
1

457,965
1,153,414
83,801

4,878
12,553
-

2,663
8,606
-

473,642
1,364,900
83,802

6,957
21,464
2

425,308
1,485,915
85,559

878
1,003
-

10,203
-

433,143
1,518,585
85,561

-

548,757
12,811

-

-

548,757
12,811

30.06.06
Continuing operations
External revenue
Segment assets
Capital expenditure
Discontinued operations
External revenue
Capital expenditure
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32.

Discontinued operations
Subsequent to the financial year end, on 17 August 2007, the Company announced that an agreement was entered into
for the sale of a 100% owned subsidiary in retail gasoline operations, Mid Pac Petroleum, LLC (“Mid Pac”), for a cash
consideration of $67.3 million (US$44 million), plus adjustments. Mid Pac contributed to the Energy segment of the
Group and engages in the business of acquiring, distributing and marketing petroleum products in Hawaii through 51 retail
gas stations and sub-marketers and resellers. The sale was completed on 31 August 2007.
In the preceding financial year, the Group completed the sale of The Gas Company, LLC ("GASCO"), the gas distribution
business in Hawaii. An analysis of the results of GASCO is as follows:

Note
From Operations
Revenue
Expenses
Operating profit
Finance expenses
Profit before tax

20

From Sale of business
Gross consideration
Less: Debt
Net consideration
Net carrying value of assets disposed
Gain on disposal of discontinued operations

20
22

Profit before tax for the year
Taxation
Profit for the year

Group
11 months
to 07.06.06
$’000

241,303
(209,076)
32,227
(9,178)
23,049

422,894
(115,440)
307,454
(137,314)
170,140
193,189
(40,779)
152,410

The impact of the discontinued operations on the cashflows of the Group is as follows:
Group
07.06.06
$’000
Operating cashflows
Investing cashflows
Financing cashflows
Net cashflows

Notes to the financial statements

7,246
(12,744)
5,316
(182)
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33.

New accounting standards
Certain new accounting standards and FRS interpretations have been published that are mandatory for accounting periods
beginning on or after 1 January 2007. The Group’s assessment of those standards and interpretations that are relevant to
the Group is set out below.
FRS 107 Financial Instruments: Disclosures, and a complementary Amendment to FRS 1 Presentation of Financial
Statements (Capital Disclosures)
FRS 107 introduces new disclosures to improve the information about financial instruments. It requires the disclosure of
qualitative and quantitative information about exposure to risks arising from financial instruments, including minimum
disclosures about credit risk, liquidity risk and market risk including sensitivity analysis to market risk. It replaces the
disclosure requirements in FRS 32 Financial Instruments: Disclosure and Presentation. The Group will adopt FRS 107 on
1 July 2007, which is the effective date of the Standard.
The amendment to FRS 1 introduces disclosures about the level of an entity’s capital and how it manages capital.
The Group has assessed the impact of FRS 107 and the amendment to FRS 1 and concluded that the main additional
disclosures will be the sensitivity analysis to market risk and the capital disclosures required by the amendment to FRS 1.
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Interested person transactions

Interested persons as defined by the Listing Manual of the Singapore Exchange Securities Trading Limted (“Listing Manual”) are
the Directors, the chief executive officer, or controlling shareholders of the Company, or the associates of any such Director, chief
executive officer or controlling shareholder.
Interested person transactions carried out during the financial year pursuant to the Shareholders’ Mandate obtained under
Chapter 9 of the Listing Manual by the Group are as follows:

Name of interested person

Aggregate value of all interested
person transactions during the
financial period under review
(excluding transactions less than
$100,000 and transactions conducted
under shareholders’ mandate
pursuant to Rule 920 of the
SGX Listing Manual)

Aggregate value of all
interested person
transactions conducted
under shareholders’
mandate pursuant
to Rule 920 of the
SGX Listing Manual

1 Jul 06
to
30 Jul 07
$’000

1 Jul 05
to
30 Jul 06
$’000

1 Jul 06
to
30 Jul 07
$’000

1 Jul 05
to
30 Jul 06
$’000

General transactions
KCL Group
Greenstreet Partners

-

-

698
3,717

515
5,833

Corporate treasury transactions
KCL Group
Greenstreet Partners

-

-

21,351
-

15,354
236

Total

-

-

25,766

21,938

Save as disclosed above, in the Directors’ Report and in the Financial Statements, the Company and its subsidiaries did not enter
into any material contracts involving the interests of the Directors or controlling shareholders, which are either still subsisting at
the end of the financial year or, if not then subsisting, entered into since the end of the previous financial year.
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Statistics of shareholdings
As at 10 September 2007

Issued and Fully Paid-up Capital : S$318,773,020.98
No. of Shares Issued
: 2,127,603,003
Class of Shares
: Ordinary Shares with equal voting rights
Size of Shareholdings

No. of
Shareholders

% of
Shareholders

No. of
Shares

% of
Shares

1 - 999
1,000 - 10,000
10,001 - 1,000,000
1,000,001 & above

158
3,771
5,121
57

1.73
41.41
56.23
0.63

43,173
25,493,557
284,132,288
1,817,933,985

0.00
1.20
13.35
85.45

Total

9,107

100.00

2,127,603,003

100.00

No. of Shares

% of Shares

749,158,190
548,987,050
98,455,405
40,000,000
38,509,250
32,253,315
31,241,750
30,590,060
24,565,000
24,422,000
15,293,000
15,129,000
14,461,390
12,054,000
12,011,250
10,978,250
9,358,000
9,050,000
8,866,580
8,323,750

35.21
25.8
4.63
1.88
1.81
1.52
1.47
1.44
1.15
1.15
0.72
0.71
0.68
0.57
0.56
0.52
0.44
0.43
0.41
0.39

1,733,707,240

81.49

Top Twenty Largest Shareholders as at 10 September 2007
Name of Shareholders
Kephinance Investment Pte Ltd
UOB Kay Hian Pte Ltd
DBS Nominees Pte Ltd
Lee Pineapple Company Pte Ltd
HSBC (Singapore) Nominees Pte Ltd
United Overseas Bank Nominees Pte Ltd
Raffles Nominees Pte Ltd
Technopreneur Investment Pte Ltd
DBSN Services Pte Ltd
Citibank Nominees S’pore Pte Ltd
TIF Asia Pte Ltd
OCBC Securities Private Ltd
OCBC Nominees Singapore Pte Ltd
DBS Vickers Securities (S) Pte Ltd
DB Nominees (S) Pte Ltd
Kim Eng Securities Pte Ltd
DMG & Partners Securities Pte Ltd
Heng Yong Seng
HL Bank Nominees (S) Pte Ltd
Citibank Consumer Nominees Pte Ltd
Total

90

Statistics of shareholdings

k1 Ventures Limited
Report to Shareholders 2007

Substantial shareholders

Name of shareholders
Kephinance Investment Pte Ltd
Keppel Corporation Limited (“KCL”)
Temasek Holdings (Private)
Limited (“Temasek”)
Greenstreet Partners L.P.
Steven Jay Green
BV Singapore Holdings Ltd
BV Investment Holdings Ltd
Kamal Bahamdan
Alex Vahabzadeh

Direct Interest
No. of shares

%

Deemed Interest
No. of shares
%

Total interest
No. of shares

%

749,158,190
-

35.21
-

749,158,190

35.21

749,158,190
749,158,190

35.21
35.21

267,332,800
265,000,000
-

12.56
12.46
-

749,158,190
267,332,800
265,000,000
265,000,000
265,000,000

35.21
12.56
12.46
12.46
12.46

749,158,190
267,332,800
267,332,800
265,000,000
265,000,000
265,000,000
265,000,000

35.21
12.56
12.56
12.46
12.46
12.46
12.46

Notes:
1.
2.
3.
4.

The interest of KCL arises from its interest in Kephinance Investment Pte Ltd, a wholly-owned subsidiary of KCL.
The interest of Temasek arises from its shareholdings in the KCL Group of Companies.
The interest of Steven Jay Green arises from his interest in Greenstreet Partners L.P.
The interests of BV Investment Holdings Ltd, Kamal Bahamdan and Alex Vahabzadeh arise from their interest in BV Singapore Holdings Ltd.

Approximately 39.75% of the issued shares of the Company is held by the public and therefore, pursuant to Rules 1207 and 723
of the Listing Manual of the Singapore Exchange Securities Trading Limited, it is confirmed that at least 10% of the ordinary
shares of the Company is at all times held by the public.
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Financial calendar

FY 2007
Financial year-end
Announcement of 2007 1Q results
Announcement of 2007 2Q results
Announcement of 2007 3Q results
Announcement of 2007 full year results

30 June 2007
7 November 2006
7 February 2007
9 May 2007
20 August 2007

Despatch of Annual Report to shareholders

8 October 2007

Annual General Meeting

31 October 2007

FY 2008
Financial year-end
Announcement of 2008 1Q results
Announcement of 2008 2Q results
Announcement of 2008 3Q results
Announcement of 2008 full year results
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30 June 2008
November 2007
February 2008
May 2008
August 2008
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Corporate information
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Steven Jay Green (Chairman & CEO)
Kamal Bahamdan
Choo Chiau Beng
Lee Suan Yew
Lim Chee Onn
Tan Teck Meng
Teo Soon Hoe
Yong Pung How
Audit Committee
Tan Teck Meng (Chairman)
Kamal Bahamdan
Teo Soon Hoe
Compensation and Share Option Committee
Tan Teck Meng (Chairman)
Lim Chee Onn
Yong Pung How
Nominating Committee
Lee Suan Yew (Chairman)
Choo Chiau Beng
Tan Teck Meng
Company Secretary
Lawrence Chan Kong Meng

Registered Office
1 HarbourFront Avenue
#18-01 Keppel Bay Tower
Singapore 098632
Telephone: (65) 6270 6666
Telefax: (65) 6413 6391
Business Address
1 HarbourFront Avenue
#16-06 Keppel Bay Tower
Singapore 098632
Telephone: (65) 6438 8898
Telefax: (65) 6438 1811
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Notice of annual general meeting

k1 Ventures Limited
Co Reg No: 197000535W
(Incorporated in the Republic of Singapore)

ALL MEMBERS ARE CORDIALLY INVITED TO ATTEND the Annual General Meeting of k1 Ventures Limited (the “Company”)
which will be held at Four Seasons Hotel, Four Seasons Ballroom (Level 2), 190 Orchard Boulevard, Singapore 248646 on
Wednesday, 31 October 2007 at 2.30 p.m. to transact the following business:As Ordinary Business
Resolution 1
To receive and adopt the Directors’ Report and Audited Accounts for the year ended 30 June 2007.
Resolution 2
To re-elect Dr Lee Suan Yew, who will cease to be a director at the conclusion of this Annual General Meeting in accordance with
Section 153(2) of the Companies Act (Chapter 50), and who, being eligible, offers himself for re-election pursuant to Section
153(6) of the Companies Act (Chapter 50) to hold office until the next Annual General Meeting of the Company.
Resolution 3
To re-elect Mr Yong Pung How, who will cease to be a director at the conclusion of this Annual General Meeting in accordance
with Section 153(2) of the Companies Act (Chapter 50), and who, being eligible, offers himself for re-election pursuant to Section
153(6) of the Companies Act (Chapter 50) to hold office until the next Annual General Meeting of the Company.
To re-elect the following Directors of the Company who retire in accordance with Article 86 of the Company’s Articles of
Association and who, being eligible, offer themselves for re-election pursuant to Article 87:(i)
(ii)

Mr Lim Chee Onn (Resolution 4)
Mr Kamal Bahamdan (Resolution 5)

Resolution 6
To approve Directors’ fees of S$268,334 for the year ended 30 June 2007 (S$320,000 for the year ended 30 June 2006) (see
Note 2).
Resolution 7
To re-appoint Messrs Deloitte & Touche as auditors of the Company for the financial year ending 30 June 2008, and to authorise
the Directors of the Company to fix their remuneration.
As Special Business
To consider and if thought fit, approve, with or without modifications, the following resolutions, which will be proposed as
Ordinary Resolutions:-
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Resolution 8
That pursuant to Section 161 of the Companies Act (Chapter 50) and Article 5 of the Company's Articles of Association, authority
be and is hereby given to the Directors of the Company to:(a)

(i)

issue shares in the capital of the Company ("Shares") whether by way of rights, bonus or otherwise, and including
any capitalisation pursuant to Article 137 of the Company’s Articles of Association of any sum for the time being
standing to the credit of any of the Company's reserve accounts or to the credit of the profit and loss account or
otherwise available for distribution; and/or

(ii)

make or grant offers, agreements or options that might or would require Shares to be issued (including but not
limited to the creation and issue of warrants, debentures or other instruments convertible into Shares) (collectively,
“Instruments”),

at any time and upon such terms and conditions and for such purposes and to such persons as the Directors may in their
absolute discretion deem fit; and
(b)

(notwithstanding that the authority so conferred by this Resolution may have ceased to be in force) issue Shares in
pursuance of any Instrument made or granted by the Directors while the authority was in force, provided that:(1)

the aggregate number of Shares to be issued pursuant to this Resolution (including Shares to be issued in
pursuance of Instruments made or granted pursuant thereto and any adjustments effected under any relevant
Instrument), does not exceed 50% of the issued Shares in the capital of the Company (as calculated in accordance
with sub-paragraph (2) below), of which the aggregate number of Shares to be issued other than on a pro rata basis
to shareholders of the Company (including Shares to be issued in pursuance of Instruments made or granted
pursuant to this Resolution and any adjustments effected under any relevant Instrument) does not exceed 20% of
the issued Shares in the capital of the Company (as calculated in accordance with sub-paragraph (2) below);

(2)

for the purpose of determining the aggregate number of Shares that may be issued under sub-paragraph (1) above,
the percentage of issued Shares shall be calculated based on the issued Shares in the capital of the Company as at
the date of the passing of this Resolution after adjusting for:(i)

new Shares arising from the conversion or exercise of convertible securities or employee share options or
vesting of share awards outstanding or subsisting as at the date of the passing of this Resolution; and

(ii)

any subsequent consolidation or sub-division of Shares;

(3)

in exercising the power to make or grant Instruments (including the making of any adjustments under the relevant
Instrument), the Company shall comply with the provisions of the Listing Manual of the Singapore Exchange
Securities Trading Limited (“SGX-ST”) for the time being in force (unless such compliance has been waived by the
SGX-ST) and the Articles of Association for the time being of the Company; and

(4)

(unless revoked or varied by the Company in general meeting), the authority conferred by this Resolution shall
continue in force until the conclusion of the next Annual General Meeting of the Company or the date by which the
next Annual General Meeting of the Company is required by law to be held, whichever is the earlier (see Note 3).
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Resolution 9
That authority be and is hereby given to the Directors of the Company to:(i)

offer and grant options in accordance with the provisions of the k1 Ventures Share Option Scheme 2000 (the “Share
Option Scheme”); and

(ii)

allot and issue from time to time such number of Shares as may be required to be issued pursuant to the exercise of
options under the Share Option Scheme,

provided that the aggregate number of such Shares to be issued pursuant to the Share Option Scheme shall not exceed 15% of
the total issued shares in the capital of the Company from time to time (see Note 4).
Resolution 10
That:(i)

approval be and is hereby given, for the purposes of Chapter 9 of the Listing Manual of the SGX-ST ("Chapter 9"), for the
Company, its subsidiaries and associated companies that are not listed on the SGX-ST or an approved exchange, provided
that the Company and/or its subsidiaries (the “k1 Group”), or the k1 Group and its interested person(s), has control over
the associated companies, or any of them, to enter into any of the transactions falling within the types of Interested
Person Transactions described in Appendix 1 to this Notice of Annual General Meeting (“Appendix 1”), with any person
who falls within the classes of Interested Persons described in Appendix 1, provided that such transactions are made on
arm’s length basis and on normal commercial terms and in accordance with the review procedures for Interested Person
Transactions as set out in Appendix 1 (the "Shareholders' Mandate");

(ii)

the Shareholders' Mandate shall, unless revoked or varied by the Company in general meeting, continue in force until the
conclusion of the next Annual General Meeting of the Company is held or is required by law to be held, whichever is
earlier;

(iii)

the Audit Committee of the Company be and is hereby authorised to take such action as it deems proper in respect of
such procedures and/or to modify or implement such procedures as may be necessary to take into consideration any
amendment to Chapter 9 which may be prescribed by the SGX-ST from time to time; and

(iv)

the Directors of the Company be and are hereby authorised to complete and do all such acts and things (including,
without limitation, executing all such documents as may be required) as they may consider expedient or necessary or in
the interests of the Company to give effect to the Shareholders’ Mandate and/or this Resolution (see Note 5).

Resolution 11
That the Directors of the Company be and are hereby authorised to make purchases from time to time of up to a maximum of
10% of the issued ordinary share capital of the Company (ascertained as at the date of the last Annual General Meeting of the
Company or at the date on which this Resolution is passed, whichever is higher) at any price up to but not exceeding the
Maximum Price (as defined in Appendix 2 of this Notice of Annual General Meeting), in accordance with the “Guidelines on
Share Purchases by the Company” as set out in Part B of Appendix 2 of this Notice of Annual General Meeting, and this
mandate shall, unless revoked or varied by the Company in general meeting, continue in force until the date on which the next
Annual General Meeting of the Company is held, or is required by law to be held, whichever is the earlier (see Note 6).
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Resolution 12
That:(1)

an aggregate of 240,000 existing Shares (the “Remuneration Shares”) be awarded to Mr Ang Kong Hua,
Mr Kamal Bahamdan, Mr Choo Chiau Beng, Dr Lee Suan Yew, Mr Lim Chee Onn, Prof Tan Teck Meng, Mr Teo Soon Hoe
and Mr Yong Pung How (together, the “Non-Executive Directors”) as payment in part of their respective remuneration for
the financial year ended 30 June 2007 as follows:(i)

30,000 Remuneration Shares to Mr Ang Kong Hua;

(ii)

30,000 Remuneration Shares to Mr Kamal Bahamdan;

(iii)

30,000 Remuneration Shares to Mr Choo Chiau Beng;

(iv)

30,000 Remuneration Shares to Dr Lee Suan Yew;

(v)

30,000 Remuneration Shares to Mr Lim Chee Onn;

(vi)

30,000 Remuneration Shares to Prof Tan Teck Meng;

(vii)

30,000 Remuneration Shares to Mr Teo Soon Hoe; and

(viii) 30,000 Remuneration Shares to Mr Yong Pung How;
(2)

the Directors of the Company be and are hereby authorised to instruct a third party agency to purchase from the market
240,000 existing Shares at such price as the Directors may deem fit and deliver the Remuneration Shares to each NonExecutive Director in the manner as set out in (1) above; and

(3)

any Director or the Secretary be authorised to do all things necessary or desirable to give effect to the above (see Note 7).

To consider and if thought fit, approve, with or without modifications, the following resolution, which will be proposed as a
Special Resolution:Resolution 13
That:(1)

the share capital of the Company be reduced by the sum of up to S$129,950,580 and that such reduction be effected by
returning to Shareholders S$0.06 in cash for each issued ordinary share in the capital of the Company held as at a books
closure date to be determined by the Directors; and

(2)

the Directors and each of them be authorised and empowered to complete and do and execute all such acts and things
as they or he may consider necessary or expedient to give effect to this Resolution, with such modifications thereto (if
any) as they or he shall think fit in the interest of the Company (see Note 8).

To transact any other business which can be transacted at an Annual General Meeting of the Company.

BY ORDER OF THE BOARD

LAWRENCE CHAN KONG MENG
Company Secretary
Singapore, 8 October 2007
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Notes:
1. A Member of the Company entitled to attend and vote at the Meeting is also entitled to appoint one or two proxies to attend and vote in his stead. A proxy
need not be a Member of the Company. The proxy form must be deposited at the registered office of the Company at 1 HarbourFront Avenue, #18-01 Keppel
Bay Tower, Singapore 098632, not less than 48 hours before the time appointed for holding the Meeting.
2. Amb Steven Jay Green has declined to accept any Directors’ fees for the financial year ended 30 June 2007.
3. Ordinary Resolution 8 under the heading of Special Business is to empower the Directors from the date of the Annual General Meeting until the date of the next
Annual General Meeting to issue further Shares and Instruments in the Company, including a bonus or rights issue. The maximum number of Shares which the
Directors may issue under this Resolution shall not exceed the quantum set out in the Resolution.
4. Ordinary Resolution 9 under the heading Special Business is to empower the Directors to issue Shares pursuant to the k1 Ventures Share Option Scheme 2000
(the “Share Option Scheme”) provided that the aggregate number of Shares to be issued pursuant to the Share Option Scheme shall not exceed 15% of the
issued Shares in the capital of the Company for the time being. The Rules of the Share Option Scheme are available for inspection at the registered office of the
Company at 1 HarbourFront Avenue #18-01, Keppel Bay Tower, Singapore 098632 during normal office hours from the date hereof up to and including the date
of the Annual General Meeting of the Company to be held on Wednesday, 31 October 2007.
5. Ordinary Resolution 10 under the heading Special Business is to modify and renew a mandate which was originally approved by shareholders on 23 June 1997,
allowing the Company and its subsidiaries and associated companies to enter into transactions with interested persons as defined in Chapter 9 of the Listing
Manual of the SGX-ST. Please refer to Appendix 1 to this Notice of Annual General Meeting for details.
6. Ordinary Resolution 11 under the heading Special Business is to renew the Share Buy-Back Mandate, which was originally approved by shareholders on
30 April 1999. Please refer to Appendix 2 to this Notice of Annual General Meeting for details.
7. Ordinary Resolution 12 under the heading Special Business is to approve the proposed award of shares to Non-Executive Directors as payment in part of their
respective remuneration for the financial year ended 30 June 2007. Please refer to Appendix 3 to this Notice of Annual General Meeting for details.
8. Special Resolution 13 under the heading Special Business is to approve the proposed reduction of the share capital of the Company. Please refer to Appendix 4
to this Notice of Annual General Meeting for details.
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Proxy form
IMPORTANT:
1.

For investors who have used their CPF monies to buy k1 Ventures Limited’s
shares, this report is forwarded to them at the request of their CPF

k1 Ventures Limited

Approved Nominees and is sent solely FOR INFORMATION ONLY.

Co Reg No: 197000535W
(Incorporated in the Republic of Singapore)

2.

This Proxy Form is not valid for use by CPF investors and shall be
ineffective for all intents and purposes if used or purported to be used
by them.

ANNUAL GENERAL MEETING
I / We

(name)

of

(address)

being a member/members of k1 Ventures Limited, hereby appoint:Name

Address

NRIC/
Passport Number

Proportion of Shareholdings
No. of Shares

%

and/or (delete as appropriate)
Address

NRIC/
Passport Number

Proportion of Shareholdings
No. of Shares

%

or failing him/her, the Chairman of the Meeting as my/our proxy/proxies to vote on my/our behalf at the Annual General Meeting of the
Company to be held at Four Seasons Hotel, Four Seasons Ballroom (Level 2), 190 Orchard Boulevard, Singapore 248646 on Wednesday,
31 October 2007 at 2.30 p.m., and at any adjournment thereof. I/We direct my/our proxy/proxies to vote for or against the Resolutions
to be proposed at the Meeting as indicated hereunder. If no specific direction as to voting is given, the proxy/proxies will vote or abstain
from voting at his/their discretion, as he/they will on any other matter arising at the Meeting.
To be used on
a show of hands

Resolutions
For*

Against*

Fold and glue along dotted line

Fold and glue along dotted line

Name

To be used in the
event of a poll
Number
of Votes
For**

Number
of Votes
Against**

Ordinary Business
1.

Adoption of Directors’ Report and Accounts for the year ended 30 June 2007

2.

Re-appointment of Dr Lee Suan Yew as Director pursuant to Section 153(6) of
the Companies Act, Cap. 50

3.

Re-appointment of Mr Yong Pung How as Director pursuant to Section 153(6)
of the Companies Act, Cap. 50

4.

Re-election of Mr Lim Chee Onn as Director

5.

Re-election of Mr Kamal Bahamdan as Director

6.

Approval of Directors’ fees

7.

Re-appointment of Auditors

Special Business
8.

Issue of additional shares and convertible instruments pursuant to Section
161 of the Companies Act, Cap. 50

9.

Offer and grant options and allot and issue shares pursuant to the k1
Ventures Share Option Scheme 2000

10. Modification and renewal of Shareholders’ Mandate for Interested Person
Transactions
11. Renewal of Share Buy-Back Mandate
12. Proposed award of shares to Non-Executive Directors
Special Resolution
13. Proposed capital distribution of S$0.06 in cash for each Share by way of
Capital Distribution
*
**

Please indicate your vote “For” or “Against” with an “X” within the box provided.
If you wish to exercise all your votes “For” or “Against”, please indicate with an “X” within the box provided.
Alternatively, please indicate the number of votes as appropriate.

Dated this _________ day of __________________2007

Total Number of
Shares Held

__________________________________________

Signature(s) or Common Seal of Member(s)
IMPORTANT: Please read the notes overleaf before completing this Proxy Form
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Fold and glue along dotted line
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Notes:
1.

Please insert the total number of Shares held by you. If you have Shares entered against your name in the Depository
Register (as defined in Section 130A of the Companies Act, Chapter 50 of Singapore), you should insert that number of
Shares. If you only have Shares registered in your name in the Register of Members, you should insert that number of
Shares. However, if you have Shares entered against your name in the Depository Register and Shares registered in
your name in the Register of Members, you should insert the aggregate number of Shares entered against your name
in the Depository Register and registered in your name in the Register of Members. If no number is inserted, the
instrument appointing a proxy or proxies shall be deemed to relate to all the Shares held by you.

2.

A Shareholder of the Company entitled to attend and vote at a meeting of the Company is entitled to appoint one or
two proxies to attend and vote instead of him. A proxy need not be a Shareholder of the Company. Where a Shareholder appoints two proxies, the proportion of the shareholding concerned to be represented by each proxy shall be
specified in the proxy form. If no percentage is specified, the first named proxy shall be deemed to represent 100 per
cent of the shareholding and the second named proxy shall be deemed to be an alternate to the first named proxy.

3.

The instrument appointing a proxy or proxies must be deposited at the registered office of the Company at 1
HarbourFront Avenue, #18-01 Keppel Bay Tower, Singapore 098632, not less than 48 hours before the time appointed
for the Annual General Meeting.
Fold along this line (1)

Affix
Postage
Stamp

The Company Secretary
k1 Ventures Limited
1 HarbourFront Avenue
#18-01 Keppel Bay Tower
Singapore 098632

Fold along this line (2)
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4.

The instrument appointing a proxy or proxies must be under the hand of the appointor or of his attorney duly authorised
in writing. Where the instrument appointing a proxy or proxies is executed by a corporation, it must be executed either
under its seal or under the hand of an officer or attorney duly authorised. Where an instrument appointing a proxy is
signed on behalf of the appointor by an attorney, the letter or power of attorney or a duly certified copy thereof must
(failing previous registration with the Company) be lodged with the instrument of proxy, failing which the instrument
may be treated as invalid.

5.

A corporation which is a Shareholder may authorise, by resolution of its directors or other governing body, such person
as it thinks fit to act as its representative at the Annual General Meeting, in accordance with Section 179 of the
Companies Act, Chapter 50 of Singapore.

6.

The Company shall be entitled to reject the instrument appointing a proxy or proxies if it is incomplete, improperly
completed or illegible or where the true intentions of the appointor are not ascertainable from the instructions of the
appointor specified in the instrument appointing a proxy or proxies. In addition, in the case of Shareholders whose
Shares are entered against their names in the Depository Register, the Company may reject any instrument appointing
a proxy or proxies lodged if such Shareholders are not shown to have Shares entered against their names in the
Depository Register 48 hours before the time appointed for holding the Annual General Meeting as certified by The
Central Depository (Pte) Limited to the Company.
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APPENDIX 1

PROPOSED MODIFICATIONS TO, AND RENEWAL OF, SHAREHOLDERS’
MANDATE FOR INTERESTED PERSON TRANSACTIONS
Note:

1.

The Singapore Exchange Securities Trading Limited (the “SGX-ST”) assumes no
responsibility for the correctness of any statements made, reports contained or
opinions expressed in this Appendix 1.

INTRODUCTION

1.1 Existing Shareholders’ Mandate. At the extraordinary general meeting of k1 Ventures Limited
(“k1” or the “Company”) held on 23 June 1997, shareholders of the Company (the
“Shareholders”) approved the grant of a mandate (the “Shareholders’ Mandate”) to enable the
Company, its subsidiaries and associated companies (the “k1 Group”) or any of them to enter into
certain interested person transactions. Further details of the Shareholders’ Mandate are set out
in the Company’s Circular to Shareholders dated 6 June 1997. The Shareholders’ Mandate was
modified with Shareholders’ approval on 30 April 1999, 23 October 2002 and 18 November 2003
and was renewed with Shareholders’ approval on 21 October 2004 and 27 October 2005.
At the Company’s Annual General Meeting held on 31 October 2006 (the “2006 AGM”), approval
of the Shareholders was obtained for the renewal of the Shareholders’ Mandate.
1.2 Proposed Modifications to and Renewal of the Shareholders’ Mandate. The Shareholders’
Mandate approved at the 2006 AGM was expressed to take effect until the conclusion of the next
Annual General Meeting of the Company, being the forthcoming Annual General Meeting which
is scheduled to be held on 31 October 2007. Accordingly, the directors of the Company (the
“Directors”) propose that the Shareholders’ Mandate be modified and renewed at the forthcoming
Annual General Meeting, to take effect until the following Annual General Meeting of the
Company.
1.3 Proposed Modifications to the Shareholders’ Mandate. This Shareholders’ Mandate is the
same in all material respects to the Shareholders’ Mandate approved at the 2006 AGM with the
exception of the proposed modification as set out in this paragraph. The Shareholders’ Mandate,
as approved at the 2006 AGM, provided for interested person transactions being carried out
between the k1 Group and, inter alia, Dr Wong Yip Yan and his associates. Dr Wong Yip Yan has
resigned as a Director of the Company with effect from 22 December 2006. Accordingly, Dr Wong
Yip Yan and his associates are no longer Interested Persons for purposes of the Shareholders’
Mandate. The Shareholders’ Mandate is proposed to be modified to reflect this change.
1.4 Annexure to this Appendix 1. The Shareholders’ Mandate, as modified, including the rationale
for, and the benefits to, the Company, the scope of the Shareholders’ Mandate, the classes of
Interested Persons and other general information relating to Chapter 9 of the listing manual (the
“Listing Manual”) of the SGX-ST, are set out in the Annexure to this Appendix 1. The proposed
modifications are highlighted in bold for Shareholders’ ease of reference.
2.

DISCLOSURE IN ANNUAL REPORT
Disclosure has been made in the section on Interested Person Transactions in the Company’s
Annual Report for the financial year ended 30 June 2007 of the aggregate value of transactions
in excess of S$100,000 conducted with Interested Persons (as described in paragraph 5 of the
Annexure to this Appendix 1) pursuant to the existing Shareholders’ Mandate during the financial
year ended 30 June 2007, and disclosure shall be made in the Annual Reports for subsequent
financial years that the Shareholders’ Mandate continues in force, in accordance with the
requirements of Chapter 9 of the Listing Manual.
2

3.

AUDIT COMMITTEE’S STATEMENT
Pursuant to Rule 920(1)(c) of the Listing Manual, the Audit Committee (comprising Professor Tan
Teck Meng, Messrs Teo Soon Hoe and Kamal Bahamdan) confirms that:

4.

(a)

the methods or procedures for determining the transaction prices under the Shareholders’
Mandate have not changed in any material respects since the 2006 AGM; and

(b)

the methods or procedures referred to in paragraph 3(a) above are sufficient to ensure that
the transactions will be carried out on normal commercial terms and will not be prejudicial
to the interests of the Company and its minority Shareholders.

DIRECTORS’ RECOMMENDATIONS
The Directors who are considered independent for the purposes of the proposed modifications to
and renewal of the Shareholders’ Mandate are Mr Kamal Bahamdan, Dr Lee Suan Yew, Professor
Tan Teck Meng and Mr Yong Pung How (the “Independent Directors”). The Independent
Directors are of the opinion that the entry into of the Interested Person Transactions (as described
in paragraph 6 of the Annexure to this Appendix 1) between the k1 Group and those Interested
Persons (as described in paragraph 5 of the Annexure to this Appendix 1) in the ordinary course
of the Company’s business will be entered into to enhance the efficiency of the k1 Group and are
in the best interests of the Company. For the reasons set out in paragraphs 2 and 3 of the
Annexure to this Appendix 1, the Independent Directors recommend that Shareholders vote in
favour of Ordinary Resolution 10 relating to the proposed modifications to and renewal of the
Shareholders’ Mandate at the forthcoming Annual General Meeting.

5.

ABSTENTION FROM VOTING
Messrs Teo Soon Hoe, Lim Chee Onn and Choo Chiau Beng, who hold directorships in Keppel
Corporation Limited (“KCL”), will abstain from voting their shareholdings (if any) in respect of
Ordinary Resolution 10 relating to the proposed modifications to and renewal of the Shareholders’
Mandate at the forthcoming Annual General Meeting.
Temasek Holdings (Private) Limited (“Temasek”), KCL, Amb Steven Jay Green and their
respective associates, including Kephinance Investment Pte Ltd (a subsidiary of KCL) and
Greenstreet Partners, L.P. (associate of Amb Steven Jay Green), each being Interested Persons
for the purpose of the Shareholders’ Mandate, will abstain from voting their shareholdings in
respect of Ordinary Resolution 10 relating to the proposed modifications to and renewal of the
Shareholders’ Mandate at the forthcoming Annual General Meeting.

3

ANNEXURE TO APPENDIX 1

THE SHAREHOLDERS’ MANDATE
1.

INTRODUCTION

1.1 Chapter 9 of the Listing Manual
Chapter 9 of the Listing Manual (“Chapter 9”) applies to transactions between a party that is an
entity at risk and a counterparty that is an interested person. The objective of Chapter 9 (as stated
in Rule 901 of the Listing Manual) is to guard against the risk that interested persons could
influence a listed company, its subsidiaries or associated companies to enter into transactions
with interested persons that may adversely affect the interests of the listed company or its
shareholders.
1.2 Main terms used in Chapter 9
An “entity at risk” means:
(a)

the listed company;

(b)

a subsidiary of the listed company that is not listed on SGX-ST or an approved exchange;
or

(c)

an associated company of the listed company that is not listed on SGX-ST or an approved
exchange, provided that the listed company and/or its subsidiaries (the “listed group”), or
the listed group and its interested person(s), has control over the associated company.

An “interested person” means a director, chief executive officer or controlling shareholder of the
listed company or an associate of such director, chief executive officer or controlling shareholder.
An “associate” in relation to an interested person who is a director, chief executive officer or
controlling shareholder, includes an immediate family member (that is, the spouse, child, adopted
child, step-child, sibling or parent) of such director, chief executive officer or controlling
shareholder, and any company in which the director/his immediate family, the chief executive
officer/his immediate family or controlling shareholder/his immediate family has an aggregate
interest (directly or indirectly) of 30 per cent. or more, and, where a controlling shareholder is a
corporation, its subsidiary or holding company or fellow subsidiary or a company in which it and/or
they have (directly or indirectly) an interest of 30 per cent. or more.
An “approved exchange” means a stock exchange that has rules which safeguard the interests
of shareholders against interested person transactions according to similar principles to Chapter
9.
An “interested person transaction” means a transaction between an entity at risk and an
interested person.
1.3 Materiality Thresholds, Announcement Requirements, and Shareholders’ Approval
Except for certain transactions which, by reason of the nature of such transactions, are not
considered to put the listed company at risk to its interested person and are hence excluded from
the ambit of Chapter 9, immediate announcement, or, immediate announcement and
shareholders’ approval would be required in respect of transactions with interested persons if
certain financial thresholds (which are based on the value of the transaction as compared with the
listed company’s latest audited consolidated net tangible assets (“NTA”)) are reached or
exceeded.
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In particular, shareholders’ approval is required for an interested person transaction of a value
equal to, or exceeding:
(a)

5 per cent. of the listed company’s latest audited consolidated NTA; or

(b)

5 per cent. of the listed company’s latest audited consolidated NTA, when aggregated with
the values of other transactions entered into with the same interested person and/or its
associates during the same financial year.

Based on the audited consolidated accounts of the Company and its subsidiaries (the “Group”)
for the financial year ended 30 June 2007, the audited consolidated NTA of the Group was
S$441.6 million. In relation to the Company, for the purposes of Chapter 9, in the current financial
year and until such time that the audited consolidated results of the Group for the year ending 30
June 2008 are published by the Company, 5 per cent. of the latest audited consolidated NTA of
the Group would be S$22.1 million.
1.4 Shareholders’ General Mandate
Chapter 9 allows a listed company to seek a mandate from its shareholders for recurrent
transactions of a revenue or trading nature or those necessary for its day-to-day operations, which
may be carried out with the listed company’s interested persons, but not for the purchase or sale
of assets, undertakings or businesses.
2.

RATIONALE FOR INTERESTED PERSON TRANSACTIONS
Keppel Corporation Limited (“KCL”) is a substantial shareholder of the Company. KCL is also the
holding company of other publicly listed companies on the SGX-ST, including Keppel Land
Limited and Keppel Telecommunications & Transportation Ltd. Temasek Holdings (Private)
Limited (“Temasek”), which is a substantial shareholder of a number of publicly listed companies,
is also a substantial shareholder of KCL.
Due to the size of KCL’s group of companies and with Temasek being a substantial shareholder
of KCL, it is very likely that the k1 Group would in the ordinary course of business enter into
transactions with the classes of Interested Persons as set out herein. Furthermore, one of the k1
Group’s competitive advantages lies in the complementary strengths of its subsidiaries and
associates with that of its Interested Persons. However, all Interested Person Transactions
between the k1 Group and its Interested Persons are made at arm’s length and on commercial
terms.

3.

BENEFIT OF SHAREHOLDERS’ MANDATE
The Independent Directors are of the view that it would be in the interest of the k1 Group to
continue with its Interested Person Transactions and would recommend that Shareholders renew
the standing mandate allowing the k1 Group to enter into and continue with such Interested
Person Transactions as set out in this Annexure in order to eliminate the need to convene
separate general meetings on each occasion to seek Shareholders’ approval as and when
potential transactions with such Interested Persons arise. As such Interested Person Transactions
which are carried out by the k1 Group in its ordinary course of business and/or are transactions
necessary for its day-to-day operations are numerous, a Shareholders’ Mandate will substantially
reduce the administrative time and inconvenience and expenses associated with the convening
of such Shareholders’ meetings, without compromising the corporate objectives and adversely
affecting the business opportunities available to the Company owing to the time-sensitive nature
of commercial transactions.
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The k1 Group will benefit from the Interested Persons’ corporate expertise in the areas described
in paragraph 6.1 below, derive operational efficiency due to the familiarity of the Interested Person
with the services required by the k1 Group and financial leverage (such as bulk discounts enjoyed
by the k1 Group on a group basis) in their dealings with third parties. In addition, as the relevant
specialised sections of the treasury departments of the Interested Persons have direct links with
financial institutions and are thereby able to obtain various rates or quotes on a daily basis and
in an expedient manner, the k1 Group can benefit from competitive rates or quotes offered by
such Interested Persons on the basis of the rates and quotes they have collated in relation to the
placements of funds with, borrowings from, the entry into forex, swap and option transactions with,
subscription of debt securities issued by, Interested Persons, the issue of debt securities to any
Interested Person and the buying from, or selling to, any Interested Person of debt securities as
more particularly described in paragraph 6.2 below.
4.

SHAREHOLDERS’ MANDATE
The Shareholders’ Mandate is intended to facilitate transactions in the normal course of the k1
Group’s business that are transacted from time to time with its Interested Persons provided that
they are carried out at arm’s length and on normal commercial terms and are not prejudicial to the
interests of the Company and the Shareholders.
The Shareholders’ Mandate, if approved at the Annual General Meeting, will continue in force until
the next Annual General Meeting of the Company. Approval from the Shareholders will thereafter
be sought for the renewal of the Shareholders’ Mandate at such Annual General Meeting.
Disclosure will be made in the annual report of the Company of the aggregate value of Interested
Person Transactions conducted pursuant to the Shareholders’ Mandate during the financial year.
The Shareholders’ Mandate will not cover any transaction by the k1 Group with an Interested
Person that is below S$100,000 in value as the threshold and aggregation requirements of
Chapter 9 would not apply to such transactions.

5.

CLASSES OF INTERESTED PERSONS
The Shareholders’ Mandate will apply to the following classes of Interested Persons:
(a)

Temasek and its associates as defined in the Listing Manual (excluding KCL and its
associates);

(b)

KCL and its associates; and

(c)

Amb Steven Jay Green and his associates, including Greenstreet Partners, L.P., Dr Wong
Yip Yan and his associates, and controlling shareholders of the Company (other than
controlling shareholders described in paragraphs 5(a) and 5(b) above) and their respective
associates.

Transactions with interested persons (including the Interested Persons) that do not fall within the
ambit of the Shareholders’ Mandate will be subject to the relevant provisions of Chapter 9 and/or
other applicable provisions of the Listing Manual.
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6.

NATURE OF THE TRANSACTIONS CONTEMPLATED UNDER THE SHAREHOLDERS’
MANDATE
The Interested Person Transactions between the k1 Group and the Interested Persons which will
be covered by the Shareholders’ Mandate relate to recurrent transactions of a revenue or trading
nature or those necessary for the k1 Group’s day-to-day operations relating to:

6.1 General Transactions
General transactions contemplated by the k1 Group include the receipt of services as in the case
of consultancy services related to the activities of the k1 Group and corporate services such as
accounting, legal, taxation, financial, secretarial, corporate communications and other
administrative services including computer-based services and staff secondments.
6.2 Corporate Treasury Transactions
Corporate treasury transactions (“Corporate Treasury Transactions”) contemplated by the k1
Group include the placement of funds with any Interested Person, the borrowing of funds from any
Interested Person, the entry into with any Interested Person of forex, swap and option
transactions for hedging purposes, the subscription of debt securities issued by any Interested
Person, the issue of debt securities to any Interested Person and the buying from, or the selling
to, any Interested Person of debt securities.
7.

REVIEW PROCEDURES FOR INTERESTED PERSON TRANSACTIONS

7.1 To ensure that the Interested Person Transactions are undertaken at arm’s length and on normal
commercial terms and consistent with the k1 Group’s usual business practices and policies, the
following guidelines will apply:
7.1.1 In relation to all Interested Person Transactions as enumerated under paragraph 6.1
above, the Company will require that quotations shall be obtained from the Interested
Person and at least one similar service provider. All Interested Person Transactions as
enumerated under paragraph 6.1 above shall not be approved unless such transactions
are entered into at rates/prices of the service providers which are no more favourable to the
Interested Persons than those extended to unrelated third parties (including, where
applicable, preferential rates/prices/discounts accorded to corporate customers or for bulk
purchases), or on the service provider’s usual commercial terms, or otherwise in
accordance with other applicable industry norms. In cases where the Company is not able
to obtain a quote from any similar service provider (for example, as a result of the sensitive
nature of the transaction), the Company shall adopt the procedure set out in paragraph 7.7
below.
7.1.2 All Corporate Treasury Transactions must be consistent with the k1 Group’s usual business
practices and policies and will be reviewed by the management of k1 which reports to the
Audit Committee. Such review was previously carried out by the internal auditors of k1.
7.2 In addition to the above guidelines, the following review and approval procedures will be
implemented to supplement existing internal control procedures:
7.2.1 General Transactions
In relation to all Interested Person Transactions (other than Corporate Treasury
Transactions) as enumerated under paragraph 6 above, transactions equal to or exceeding
S$500,000 each in value will be reviewed and approved by the Audit Committee.
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7.2.2 Corporate Treasury Transactions
In relation to Corporate Treasury Transactions:
Placements
In relation to the placement with any Interested Person of its funds, the Company will
require that quotations shall be obtained from the Interested Person and at least one of the
principal bankers of the k1 Group for rates for deposits with such bankers of an equivalent
amount, and for the equivalent period, of the funds to be placed by the k1 Group. The k1
Group will only place its funds with the Interested Person, provided that the interest rate
quoted is not less than the highest of the rates quoted by such principal bankers. In cases
where the Company is not able to obtain a quote of the rate for the deposits for any reason
whatsoever (for example, where the banks experience a situation where they have more
cash deposits than they require), the Company shall adopt the procedure set out in
paragraph 7.7 below.
Borrowings
In relation to the borrowing of funds from any Interested Person by the k1 Group, the
Company will require that quotations shall be obtained from the Interested Person and at
least one of the principal bankers of the k1 Group for rates for loans from such bankers of
an equivalent amount, and for the equivalent period, of the funds to be borrowed. The k1
Group will only borrow funds from the Interested Person, provided that the interest rate
quoted is not more than the lowest of the rates quoted by such principal bankers. In cases
where the Company is not able to obtain a quote of the rate for the loan for any reason
whatsoever (for example, where the banks have reached their exposure, credit or lending
limits in respect of their lending activities, or, in respect of their lendings to the k1 Group),
the Company shall adopt the procedure set out in paragraph 7.7 below.
Forex, Swaps and Options
In relation to forex, swap and option transactions with any Interested Person by the k1
Group, the Company will require that rate quotations shall be obtained from the Interested
Person and at least one of the principal bankers of the k1 Group. The k1 Group will only
enter into such forex, swap or option transactions with the Interested Person provided that
such rates quoted are no less favourable than the rates quoted by such bankers. In cases
where the Company is not able to obtain a quote of the rate for the forex, swap and/or
option transactions for any reason whatsoever (for example, where the banks have
reached their exposure, credit or lending limits in respect of their derivative transactions, or,
in respect of their derivative transactions with the k1 Group), the Company shall adopt the
procedure set out in paragraph 7.7 below.
Debt Securities
In relation to the subscription of debt securities issued by any Interested Persons, the issue
of debt securities to any Interested Person and the buying from, or the selling to, any
Interested Person of debt securities, the k1 Group will only enter into such transactions if
the consideration for such debt securities will not be higher than the price(s) at which such
debt securities are subscribed for by, issued to, bought from or sold to third parties, as the
case may be.
In addition, the k1 Group will monitor the Corporate Treasury Transactions entered into by
the k1 Group as follows:
Placements, Borrowings and Debt Securities
Where the gross aggregate value of funds placed with, borrowing of funds from,
subscription of debt securities issued by, issue of debt securities to, the purchase of debt
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securities from, or the sale of debt securities to, the same Interested Person (as such term
is construed under Chapter 9) shall at any time exceed:
(a)

in the case of KCL and its unlisted subsidiary companies, the equivalent of in
aggregate 100 per cent. of the consolidated shareholders’ funds of k1 (based on its
latest audited accounts); and

(b)

in the case of other Interested Persons, the equivalent of in aggregate 25 per cent. of
the consolidated shareholders’ funds of k1 (based on its latest audited accounts),

each subsequent placement of funds with, borrowing of funds from, subscription of debt
securities issued by, issue of debt securities to, the purchase of debt securities from, or the
sale of debt securities to, the same Interested Person shall require the prior approval of the
Audit Committee.
Placements of funds with, borrowing of funds from, subscription of debt securities issued
by, issue of debt securities to, the purchase of debt securities from, or the sale of debt
securities to, the same Interested Person which do not in the aggregate exceed the
respective limits set out above will not require the prior approval of the Audit Committee but
shall be reviewed on a half yearly basis by the Audit Committee.
Forex, Swaps and Options
Where the aggregate of the principal amount of all forex, swap and option transactions
entered into with the same Interested Person exceeds at any one time the equivalent of
100 per cent. of the consolidated shareholders’ funds of k1 (based on its latest audited
accounts), each subsequent forex, swap and option transaction entered into with the same
Interested Person shall require the prior approval of the Audit Committee.
Entry into of forex, swap and option transactions with the same Interested Person where
the principal amounts thereof do not in the aggregate exceed the limit set out above will not
require the prior approval of the Audit Committee but shall be reviewed on a half yearly
basis by the Audit Committee.
7.3 A register will be maintained by the k1 Group to record all Interested Person Transactions (and the
basis including the quotations obtained to support such basis, on which they are entered into)
which are entered into pursuant to the Shareholders’ Mandate. The management of k1 shall carry
out a review of all Interested Person Transactions entered into pursuant to the Shareholders’
Mandate. Such review was previously carried out by the internal auditors of k1.
7.4 The management of k1 shall, on an annual basis, report to the Audit Committee on Interested
Person Transactions, and the basis of such transactions, entered into with the Interested Persons.
Such reporting was previously made by the internal auditors of k1.
7.5 The Audit Committee has the overall responsibility for determining the review procedures with the
authority to delegate to individuals within the Company as they deem appropriate. For the purpose
of the approval process, if any member of the Audit Committee has an interest in a transaction to
be reviewed by the Audit Committee, he will abstain from any decision making by the Audit
Committee in respect of that transaction. Accordingly, where any member of the Audit Committee
has an interest in the transaction to be reviewed by the Audit Committee, the approval of that
transaction will be undertaken by the remaining member(s) of the Audit Committee.
7.6 Generally, the Audit Committee will only approve an Interested Person Transaction if the terms of
the transaction are no less favourable than the terms offered to unrelated third parties, or in
accordance with published or prevailing rates/prices or otherwise in accordance with prevailing
industry norms. The Audit Committee may, as they deem fit, request for additional information
pertaining to the transaction from independent sources or advisers, including the obtaining of
valuations from professional valuers.
9

7.7 In the event that it is not possible to obtain quotations from unrelated third parties or to determine
whether the terms of the Interested Person Transactions with the Interested Person are more or
less favourable than the aggregate terms quoted by unrelated third parties, the Audit Committee
will evaluate and weigh the benefits of and rationale for transacting with the Interested Person,
and consider the efficiencies and flexibilities that could be derived by the Company in transacting
with the Interested Person as compared with transacting with unrelated third parties, before
deciding to approve or reject the Interested Person Transaction. In determining the terms of the
transaction, the Audit Committee will evaluate such terms in accordance with prevailing industry
norms (including, the reasonableness of the terms).
7.8 The Audit Committee will have the discretion to convene a Special Committee to review any
Interested Person Transaction on an ad-hoc basis as and when they deem appropriate or
necessary. The Special Committee shall comprise, but is not limited to, independent executives
of the Company and/or independent professional parties. The Special Committee will evaluate
and weigh the benefits of and rationale for transacting with the Interested Person, and consider
the efficiencies and flexibilities that could be derived by the Company in transacting with the
Interested Person as compared with transacting with unrelated third parties, before submitting a
written recommendation to the Audit Committee. The Audit Committee will evaluate the
recommendation from the Special Committee before deciding to approve or reject the Interested
Person Transaction.
7.9 The Audit Committee will evaluate and review the review procedures adopted on a half yearly
basis. If during a review by the Audit Committee, the Audit Committee is of the view that the
established guidelines and procedures are not sufficient or appropriate to ensure that the
Interested Person Transactions will be on normal commercial terms and will not be prejudicial to
the interests of the Company and the Shareholders, it will take such actions as it deems
appropriate and/or institute additional procedures as necessary to ensure that future transactions
of a similar nature are on commercial terms and the Company will revert to Shareholders for a
fresh mandate based on new guidelines and procedures for transactions with Interested Persons.
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APPENDIX 2

A.
Note:

PROPOSED RENEWAL OF SHARE BUY-BACK MANDATE

The Singapore Exchange Securities Trading Limited (the “SGX-ST”) assumes no
responsibility for the correctness of any statements made, reports contained or
opinions expressed in this Appendix 2.

1.

BACKGROUND

1.1

At the extraordinary general meeting of k1 Ventures Limited (the “Company” or “k1”) held on 30
April 1999, shareholders of the Company (the “Shareholders”) had approved the grant of a
mandate (the “Share Buy-back Mandate”) to authorise the directors of the Company (the
“Directors”) to buy-back the issued ordinary shares in the capital of the Company (the “Shares”)
representing up to a maximum of 10 per cent. of the issued ordinary share capital of the
Company as at the last Annual General Meeting of the Company, or at the date on which the
resolution authorising the same is passed, whichever is the higher, at a price of up to but not
exceeding the maximum price (the “Maximum Price”) calculated as follows:
(a)

in the case of market purchases by the Company, five per cent. above the average closing
market prices of the Shares. For this purpose, the average closing market price is the
average of the closing market prices of the Shares over the last five market days, on which
transactions in the Shares were recorded, before the day on which the purchases were
made and deemed to be adjusted for any corporate action that occurs after the relevant
five-day period; or

(b)

in the case of off-market purchases by the Company on an equal access scheme, 20 per
cent. above the highest price at which a board lot of the Shares were transacted on the
SGX-ST on the market day when transactions in the Shares were recorded immediately
preceding the date of off-market purchase by the Company.

Such purchases of Shares must be made subject to the Memorandum and Articles of
Association of the Company and in accordance with the “Guidelines on Share Purchases by the
Company” set out in Part B of this Appendix 2 (the “Guidelines”) and the SGX-ST rules.
1.2

The Share Buy-back Mandate was renewed at each subsequent Annual General Meeting of the
Company after its initial adoption on 30 April 1999. The current Share Buy-back Mandate was
amended and renewed at the last Annual General Meeting held on 31 October 2006 and was
expressed to take effect on the date of the passing of Ordinary Resolution 12 at the last Annual
General Meeting held on 31 October 2006 and will expire on the date of the forthcoming Annual
General Meeting (the “2007 AGM”).

1.3

The authority to be conferred on the Directors by the Share Buy-back Mandate shall, unless
revoked or varied by the Company in general meeting, continue in force until the next Annual
General Meeting of the Company is held or is required by law to be held, whichever is earlier.

1.4

Based on the existing issued ordinary share capital of the Company as at 10 September 2007
(the “Latest Practicable Date”), the exercise in full of such mandate would result in a purchase
of 212,760,300 Shares.

1.5

Prior to the date of the Notice of Annual General Meeting, the Company did not purchase any
Shares.
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1.6

Purchases of Shares can be effected by the Company in one or both of the following ways:
(a)

by way of on-market purchases on the SGX-ST (“Market Purchases”). Market Purchases
mean purchases of Shares transacted through the SGX-ST’s Central Limit Order Book
trading system; or

(b)

by way of an “off-market acquisition on an equal access scheme” (“Off-Market Purchase
Scheme”) as defined in Section 76C of the Companies Act, Chapter 50 of Singapore (the
“Companies Act”).

2.

RATIONALE FOR THE PROPOSED RENEWAL OF THE SHARE BUY-BACK MANDATE

2.1

The proposed renewal of the Share Buy-back Mandate will give the Directors the flexibility to
purchase the Shares if and when circumstances permit. The Share Buy-back Mandate provides
the Company and its Directors with a simple mechanism to facilitate the return of surplus cash
over and above its ordinary capital requirements, in an expedient and cost-efficient manner. The
Share Buy-back Mandate will also allow the Directors to exercise control over the Company’s
share capital structure with a view to enhancing the earnings per Share and/or net asset value
per Share.

2.2

If and when circumstances permit, the Directors will decide whether to effect the share
purchases via Market Purchases or an Off-Market Purchase Scheme, after taking into account
the amount of surplus cash available, the then prevailing market conditions and the most
cost-effective and efficient approach. Such purchases will only be made when the Directors are
of the view that it will benefit the Company and its Shareholders.

3.

SOURCE OF FUNDS

3.1

In purchasing Shares, the Company may only apply funds legally available for such purchase in
accordance with the Memorandum and Articles of Association of the Company and the
applicable laws in Singapore. The Company may not purchase Shares for a consideration other
than cash or for settlement otherwise than in accordance with the trading rules of the SGX-ST.
Any purchases by the Company may, by law, be made out of the Company’s profits and/or
capital.

3.2

The Company may use its internal source of funds for purchase of Shares. However, in the event
these funds are depleted for working capital or investment purposes, the Company may consider
borrowing to finance the purchase of Shares if the Directors are of the view that it will be
beneficial to the Company to do so provided that such borrowings shall not be prohibited by the
Memorandum and Articles of Association of the Company and the Companies Act.

4.

STATUS OF PURCHASED SHARES
Shares purchased by the Company are deemed cancelled immediately on purchase (and all
rights and privileges attached to the Shares will expire on such cancellation) unless such Shares
are held by the Company as treasury shares. The total number of issued Shares will be
diminished by the number of Shares purchased by the Company and which are not held as
treasury shares.
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5.

TREASURY SHARES
Under the Companies Act, Shares purchased by the Company may be held or dealt with as
treasury shares. Some of the provisions on treasury shares under the Companies Act, are
summarised below:
(a)

Maximum Holdings
The number of Shares held as treasury shares cannot at any time exceed 10 per cent. of
the total number of issued Shares.

(b)

Voting and Other Rights
The Company cannot exercise any right in respect of treasury shares. In particular, the
Company cannot exercise any right to attend or vote at meetings and for the purposes of
the Companies Act, the Company shall be treated as having no right to vote and the
treasury shares shall be treated as having no voting rights.
In addition, no dividend may be paid, and no other distribution of the Company’s assets
may be made, to the Company in respect of treasury shares. However, the allotment of
shares as fully paid bonus shares in respect of treasury shares is allowed. A subdivision or
consolidation of any treasury share into treasury shares of a smaller amount is also allowed
so long as the total value of the treasury shares after the subdivision or consolidation is the
same as before.

(c)

Disposal and Cancellation
Where Shares are held as treasury shares, the Company may at any time:
(i)

sell the treasury shares for cash;

(ii)

transfer the treasury shares for the purposes of or pursuant to an employees’ share
scheme;

(iii)

transfer the treasury shares as consideration for the acquisition of shares in or assets
of another company or assets of a person;

(iv) cancel the treasury shares; or
(v)

sell, transfer or otherwise use the treasury shares for such other purposes as may be
prescribed by the Minister for Finance.

6.

FINANCIAL IMPACT

6.1

The financial effects of share purchases by the Company, pursuant to the proposed Share
Buy-back Mandate, on the Company and its subsidiaries (the “Group”) and the Company will
depend on, inter alia, whether the Shares are purchased out of profits and/or capital of the
Company, the number of Shares purchased, the price paid for such Shares and whether the
Shares purchased are held in treasury or cancelled. The financial effects on the audited financial
accounts of the Group and the Company for the financial year ended 30 June 2007 are based
on the assumptions set out below:
(a)

Purchase out of Profits and/or Capital
Under the Companies Act, purchases of Shares by the Company may be made out of the
Company’s profits and/or capital.
Where the consideration paid by the Company for the purchase of Shares is made out of
profits, such consideration (excluding brokerage, commission, applicable goods and
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services tax and other related expenses) will correspondingly reduce the amount available
for the distribution of cash dividends by the Company.
Where the consideration paid by the Company for the purchase of Shares is made out of
capital, the amount available for the distribution of cash dividends by the Company will not
be reduced.
(b)

Number of Shares Purchased
As at the Latest Practicable Date, the issued share capital of the Company comprised
2,127,603,003 Shares. Assuming no further Shares are issued, and no Shares are held by
the Company as treasury shares, on or prior to the 2007 AGM, the purchase by the
Company of up to the maximum limit of 10 per cent. of its issued Shares will result in the
purchase of 212,760,300 Shares.

(c)

Maximum Price Paid for Shares Purchased
Assuming that the average closing price over the five consecutive market days
immediately preceding the Latest Practicable Date is S$0.29 (the “Average Price”).
In the case of Market Purchases made by the Company, the Maximum Price is S$0.30
which is five per cent. above the Average Price and the maximum amount of funds required
to exercise in full the Share Buy-back Mandate is approximately S$64 million.
In the case of an Off-Market Purchase Scheme, the Maximum Price is S$0.345 which is 20
per cent. above the Average Price and the maximum amount of funds required to exercise
in full the Share Buy-back Mandate is approximately S$73 million.

6.2

For illustrative purposes only, and based on the assumptions set out in sub-paragraphs (b) and
(c) above and assuming that (i) the purchase of Shares is financed solely by internal source of
funds; (ii) the Share Buy-back Mandate had been effective on 1 July 2006; and (iii) the Company
had purchased the 212,760,300 Shares (representing 10 per cent. of the total number of issued
shares as at 30 June 2007) on 1 July 2006, the financial effects of the purchase of the
212,760,300 Shares by the Company pursuant to the Share Buy-back Mandate:
(1)

by way of purchases held as treasury shares; and

(2)

by way of purchases made out of capital and profits and cancelled,

on the audited financial accounts of the Company and the Group for the financial year ended 30
June 2007 are set out below:
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(1)

Purchases held as treasury shares
Market Purchases
Group
Before Share After Share
Purchase
Purchase

Company
Before Share After Share
Purchase
Purchase

As at 30 June 2007
Issued capital and reserves ($’000)

679,328

679,328

582,201

582,201

—

63,828

—

63,828

441,609

377,781

582,201

518,373

0.21

0.20

0.27

0.27

26,227

24,709

N.A.

N.A.

1.31

1.39

N.A.

N.A.

149,698

213,526

N.A.

N.A.

0.21

0.32

N.A.

N.A.

Treasury shares ($’000)
Net tangible assets ($’000)
Net tangible assets per Share ($)
Profit after taxation and minority
interest ($’000)(1)
Earnings per Share (cents)(1)
Net borrowings ($’000)
Net gearing (times)

(2)

(3)

Off-Market Purchases
Group
Before Share After Share
Purchase
Purchase

Company
Before Share After Share
Purchase
Purchase

As at 30 June 2007
Issued capital and reserves ($’000)

679,328

679,328

582,201

582,201

—

73,402

—

73,402

441,609

368,207

582,201

508,799

0.21

0.19

0.27

0.27

26,227

24,482

N.A.

N.A.

1.31

1.37

N.A.

N.A.

149,698

223,100

N.A.

N.A.

0.21

0.34

N.A.

N.A.

Treasury shares ($’000)
Net tangible assets ($’000)
Net tangible assets per Share ($)
Profit after taxation and minority
interests ($’000)(1)
Earnings per Share (cents)(1)
Net borrowings ($’000)
Net gearing (times)

(2)

(3)

Notes:
(1)

Profit after taxation and minority interest and earnings per Share after the Share Purchase has been adjusted by
the reduction of notional interest income at the interest rate of 2.9 per cent. per annum less taxation.

(2)

The Company does not have any borrowings.

(3)

Net gearing is equal to net borrowings divided by capital employed.
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(2)

Purchases made out of capital and profits and cancelled
Market Purchases
Group
Before Share After Share
Purchase
Purchase

Company
Before Share After Share
Purchase
Purchase

As at 30 June 2007
Issued capital and reserves ($’000)

679,328

615,500

582,201

518,373

Net tangible assets ($’000)

441,609

377,781

582,201

518,373

0.21

0.20

0.27

0.27

26,227

24,709

N.A.

N.A.

1.31

1.39

N.A.

N.A.

149,698

213,526

N.A.

N.A.

0.21

0.32

N.A.

N.A.

Net tangible assets per Share ($)
Profit after taxation and minority
interests ($’000)(1)
Earnings per Share (cents)

(1)

Net borrowings ($’000)(2)
Net gearing (times)

(3)

Off-Market Purchases
Group
Before Share After Share
Purchase
Purchase

Company
Before Share After Share
Purchase
Purchase

As at 30 June 2007
Issued capital and reserves ($’000)

679,328

605,926

582,201

508,799

Net tangible assets ($’000)

441,609

368,207

582,201

508,799

0.21

0.19

0.27

0.27

26,227

24,482

N.A.

N.A.

1.31

1.37

N.A.

N.A.

149,698

223,100

N.A.

N.A.

0.21

0.34

N.A.

N.A.

Net tangible assets per Share ($)
Profit after taxation and minority
interest ($’000)(1)
Earnings per Share (cents)
Net borrowings ($’000)(2)

(1)

Net gearing (times)(3)
Notes:
(1)

Profit after taxation and minority interest and earnings per Share after the Share Purchase has been adjusted by
the reduction of notional interest income at the interest rate of 2.9 per cent. per annum less taxation.

(2)

The Company does not have any borrowings.

(3)

Net gearing is equal to net borrowings divided by capital employed.

As illustrated above, the buy-back of Shares of the Company will:
(i)

reduce the number of Shares unless the Shares purchased are held by the Company as
treasury shares;

(ii)

increase the gearing ratio of the Group;

(iii)

decrease the consolidated net tangible assets per Share of the Group; and

(iv) increase the consolidated earnings per Share of the Group.
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Shareholders should note that the financial effects set out above are purely for illustrative
purposes only. Although the proposed Share Buy-back Mandate would authorise the
Company to purchase up to 10 per cent. of its issued Shares, the Company may not
necessarily purchase the entire 10 per cent. of its issued number of Shares. In particular,
the Directors do not intend to exercise the Share Buy-back Mandate up to the maximum
limit or to such an extent where such exercise would materially and adversely affect the
financial position of the Group. In addition, the Company may cancel all or part of the
Shares repurchased or hold all or part of the Shares repurchased in treasury.
The Directors do not propose to exercise the Share Buy-back Mandate to such an extent that it
would have a material adverse effect on the working capital requirements of the Company. The
purchase of Shares will only be effected after considering relevant factors such as the working
capital requirements, availability of financial resources, the expansion and investment plans of
the Group, and the prevailing market conditions.
7.

TAX IMPLICATIONS

7.1

Under Section 10J of the Income Tax Act, Chapter 134 of Singapore, a company which buys
back its own shares using its distributable profits will be regarded as having paid a dividend to
the shareholders from whom the shares are acquired. This is irrespective of whether the
purchase of shares is effected as an Off-Market Purchase or as a Market Purchase. With effect
from March 2005, the Company has moved to the one-tier corporate tax system for the purpose
of paying dividends. In view of this, the repurchase of Shares by the Company will be deemed
as payment of one-tier exempt dividend to its Shareholders.

7.2

Shareholders should note that the foregoing is not to be regarded as advice on the tax
position of any Shareholder. Shareholders who are in doubt as to their respective tax
positions or the tax implications of Share purchases by the Company, or who may be
subject to tax whether in or outside Singapore, should consult their own professional
advisers.

8.

TAKE-OVER IMPLICATIONS ARISING FROM SHARE BUY-BACKS

8.1

The resultant increase in the percentage of voting rights held by a Shareholder and persons
acting in concert with him, following the purchase of Shares by the Company will be treated as
an acquisition, for the purposes of Rule 14 of The Singapore Code on Take-overs and Mergers
(the “Take-over Code”). Consequently, a Shareholder or group of Shareholders acting in
concert with each other could obtain or consolidate control of the Company and become obliged
to make an offer under Rule 14 of the Take-over Code.

8.2

Under the Take-over Code, persons acting in concert comprise individuals or companies who,
pursuant to an agreement or understanding (whether formal or informal), co-operate, through
the acquisition by any of them of shares in a company to obtain or consolidate effective control
of that company.
Unless the contrary is established, the Take-over Code presumes, inter alia, the following
individuals and companies to be persons acting in concert with each other:
(a)

the following companies:
(i)

a company;

(ii)

the parent company of (i);

(iii)

the subsidiaries of (i);

(iv) the fellow subsidiaries of (i);
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(v)

the associated companies of any of (i), (ii), (iii) or (iv);

(vi) companies whose associated companies include any of (i), (ii), (iii), (iv) or (v); and
(vii) any person who has provided financial assistance (other than a bank in the ordinary
course of business) to any of the above for the purchase of voting rights; and
(b)

a company with any of its directors (together with their close relatives, related trusts as well
as companies controlled by any of the directors, their close relatives and related trusts).

8.3

Appendix 2 to, and Rule 14 of, the Take-over Code provide guidance on the circumstances under
which a shareholder may incur an obligation to make a mandatory take-over as a result of share
purchases by a company. Shareholders are advised to consult the Securities Industry Council
(“SIC”) at the earliest opportunity as to whether they will incur an obligation to make a mandatory
take-over offer as a consequence of the purchases of Shares by the Company. Shareholders
who are in doubt as to their obligations, if any, to make a mandatory take-over offer under the
Take-over Code as a result of share buy-backs by the Company may wish to seek the advice of
their professional advisers or consult the SIC.

8.4

Appendix 2 to the Take-over Code also provides that, unless exempted, directors and persons
acting in concert with them will incur an obligation to make a mandatory take-over offer under
Rule 14 of the Take-over Code if the percentage of voting rights held by such Directors and
parties acting in concert with them increases to 30 per cent. or more, or, if they together hold
between 30 per cent. and 50 per cent. of the Company’s voting rights, increase their voting rights
by more than one per cent. in any period of six months, due to a share buy-back by the company.

8.5

As at the Latest Practicable Date, the substantial shareholders of the Company and their direct
and deemed interests in Shares are as follows:

Substantial Shareholders(1)

Direct Interest
Number of
Shares
%

Kephinance Investment Pte Ltd (“KPI”)

749,158,190

35.21

—

—

Keppel Corporation Limited (“KCL”)(2)

—

—

749,158,190

35.21

Temasek Holdings (Private) Limited
(“Temasek”)(3)

—

—

749,158,190

35.21

267,332,800

12.56

—

—

—

—

267,332,800

12.56

265,000,000

12.46

—

—

Greenstreet Partners, L.P.
Steven Jay Green

(4)

BV Singapore Holdings Limited (“BVSH”)

—

—

265,000,000

12.46

(6)

—

—

265,000,000

12.46

(7)

—

—

265,000,000

12.46

BV Investment Holdings Limited (“BVI”)
Kamal Bahamdan
Alex Vahabzadeh

(5)

Deemed Interest
Number of
Shares
%

Notes:
(1)

Based on the declarations received by the Company from the Directors and substantial shareholders up to the
Latest Practicable Date.

(2)

KCL holds all the issued shares in KPI and is deemed to have an interest in KPI’s 749,158,190 Shares.

(3)

Temasek holds shares in KCL and is deemed to have an interest in its Shares.

(4)

Greenstreet Partners, L.P., a limited partnership, is an entity controlled by Amb Steven Jay Green, and Amb Steven
Jay Green is deemed to have an interest in Greenstreet Partners, L.P.’s 267,332,800 Shares.

(5)

BVI owns 100% of the voting shares of BVSH and is deemed to have an interest in BVSH’s 265,000,000 Shares.

(6)

Kamal Bahamdan owns 50% of the shares of BVI and is deemed to have an interest in BVSH’s 265,000,000
Shares.

(7)

Alex Vahabzadeh owns 50% of the shares of BVI and is deemed to have an interest in BVSH’s 265,000,000
Shares.
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Temasek, KCL and KPI
Temasek, KCL and KPI are related corporations and thus, are deemed to be parties acting in
concert. As Temasek, KCL and KPI together hold between 30 per cent. and 50 per cent. of the
issued share capital of the Company, purchases of Shares by the Company pursuant to the
Share Buy-back Mandate may result in Temasek, KCL and KPI incurring an obligation to make
a mandatory take-over offer under Rule 14 of the Take-over Code.
Greenstreet Partners, L.P. and Amb Steven Jay Green
Greenstreet Partners, L.P. holds a direct interest, and Amb Steven Jay Green holds a deemed
interest, in Shares which represent approximately 12.56 per cent. of the issued share capital of
the Company. Accordingly, based on the existing issued share capital of the Company as at the
Latest Practicable Date, the purchase of up to 212,760,300 Shares by the Company pursuant to
the proposed Share Buy-back Mandate will not result in any of Greenstreet Partners, L.P. or Amb
Steven Jay Green incurring an obligation to make a mandatory take-over offer under Rule 14 of
the Take-over Code.
BVSH, BVI and Messrs Kamal Bahamdan and Alex Vahabzadeh
BVSH holds a direct interest, and BVI, Messrs Kamal Bahamdan and Alex Vahabzadeh hold a
deemed interest, in Shares which represent approximately 12.46 per cent. of the issued share
capital of the Company. Accordingly, based on the existing issued share capital of the Company
as at the Latest Practicable Date, the purchase of up to 212,760,300 Shares by the Company
pursuant to the proposed Share Buy-back Mandate will not result in any of BVI, BVSH or Messrs
Kamal Bahamdan or Alex Vahabzadeh incurring an obligation to make a mandatory take-over
offer under Rule 14 of the Take-over Code.
9.

KPI AND ITS CONCERT PARTIES (INCLUDING TEMASEK)

9.1

As at the Latest Practicable Date, KPI holds 749,158,190 Shares, representing approximately
35.21 per cent. of the issued share capital of the Company. The following parties are deemed to
be acting in concert with KPI in relation to the Company:

9.2

(a)

Mr Teo Soon Hoe is a Director and also a nominee director of KPI on the board of directors
of the Company. Accordingly, Mr Teo Soon Hoe would be deemed to be acting in concert
with KPI in relation to the Company;

(b)

KCL holds the entire issued share capital of KPI. In addition, Messrs Teo Soon Hoe, Lim
Chee Onn and Choo Chiau Beng are directors of KCL. Accordingly, KCL would be deemed
to be acting in concert with KPI in relation to the Company; and

(c)

Temasek directly holds 21.32 per cent. of the issued share capital of KCL and KCL is an
associated company of Temasek. Accordingly, Temasek would be deemed to be acting in
concert with KPI in relation to the Company.

As at the Latest Practicable Date, Temasek holds in aggregate 749,158,190 Shares,
representing 35.21 per cent. of the issued Shares of the Company. As at the Latest Practicable
Date, KCL and KPI (collectively referred to as the “KPI Group”) hold in aggregate 749,158,190
Shares, representing 35.21 per cent. of the issued Shares of the Company, Mr Teo Soon Hoe
holds in aggregate 72,500 Shares, representing approximately 0.0034 per cent. of the issued
Shares of the Company, Mr Choo Chiau Beng holds 4,060 Shares, representing approximately
0.0002 per cent. of the issued Shares of the Company, and Mr Lim Chee Onn does not hold any
Shares.
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10.

CONSEQUENCES OF SHARE BUY-BACK ON THE KPI GROUP

10.1

Based on the existing ordinary share capital of the Company as at the Latest Practicable Date,
the exercise in full of the Share Buy-back Mandate would result in the purchase of 212,760,300
Shares and, consequently, the increase of the shareholding interest of the KPI Group in the
Company from 35.21 per cent. to 39.12 per cent. The KPI Group and its concert parties will,
subject to paragraphs 10.3 and 10.4, incur an obligation to make a mandatory take-over offer
under Rule 14 of the Take-over Code in the event that the Company’s purchase of Shares
pursuant to the Share Buy-back Mandate results in an increase of more than one per cent.
(assuming such increase arises within a period of six months) of the aggregate shareholding of
the KPI Group.

10.2

The SIC has:

10.3

10.4

10.5

(a)

confirmed that the Directors (other than Messrs Teo Soon Hoe, Lim Chee Onn and Choo
Chiau Beng) are not presumed to be acting in concert with the KPI Group in relation to the
Company; and

(b)

ruled that the presumption that Messrs Teo Soon Hoe, Lim Chee Onn and Choo Chiau
Beng are acting in concert with the KPI Group in relation to the Company is rebutted.

The SIC has also confirmed that the Temasek Group of Companies are not parties acting in
concert with the KPI Group in relation to the Company, subject to the SIC receiving confirmations
from KCL and certain companies (each a “Relevant Company” and collectively the “Relevant
Companies”) within the Temasek Group of Companies to the effect that:
(a)

the KPI Group and/or its concert parties (excluding the Temasek Group of Companies) do
not have any agreement, arrangement or understanding (whether formal or informal,
written or oral, entered into in or outside Singapore) with any Relevant Company and/or its
subsidiaries and associated companies to acquire the Shares to obtain or consolidate
effective control of the Company;

(b)

the KPI Group and/or its concert parties (excluding the Temasek Group of Companies)
have not been and will not be involved in the decision by any Relevant Company and/or its
subsidiaries and associated companies to acquire the Shares; and

(c)

there is no significant relationship (other than the one that is the subject of the application
to the SIC) between any Relevant Company and/or its subsidiaries and associated
companies on the one hand and the KPI Group and/or its concert parties (excluding the
Temasek Group of Companies) on the other which may give rise to an inference that such
Relevant Company and/or its subsidiaries and associated companies are acting in concert
with the KPI Group and/or its concert parties (excluding the Temasek Group of
Companies).

The SIC has also confirmed that the hedge funds (the “Relevant Hedge Funds”) in which
Temasek’s three foreign-incorporated funds of hedge funds and one Singapore incorporated
fund of hedge funds invests in, are not presumed to be acting in concert with the KPI Group in
relation to the Company, on condition that the KPI Group and/or its concert parties:
(a)

do not have any agreement, arrangement or understanding (whether formal or informal,
written or oral, entered into in or outside Singapore) with the Relevant Hedge Funds to
acquire the Shares to obtain or consolidate effective control of the Company; and

(b)

have not been and will not be involved in the decision by the Relevant Hedge Funds to
acquire the Shares.

The SIC has ruled that the KPI Group and its concert parties are exempted from the requirement
to make a general offer for the Company under Rule 14.1 of the Take-over Code if their
aggregate voting rights in the Company increase by more than one per cent. within any six
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month period as a result of the Company buying back its Shares pursuant to the Share Buy-back
Mandate (the “Share Buy-back”), subject to the following conditions:
(a)

the letter to Shareholders on the Ordinary Resolution to authorise the proposed renewal of
the Share Buy-back Mandate contains advice to the effect that by voting in favour of the
Ordinary Resolution, Shareholders are waiving their rights to a general offer at the required
price from the KPI Group and its concert parties who, as a result of the Share Buy-back
would increase their voting rights by more than one per cent. in any six month period, and
the names and the voting rights of the KPI Group and its concert parties at the time of the
Shareholders’ meeting and after the Share Buy-back are disclosed in the same letter
(please refer to paragraphs 12 and 13 for compliance by the KPI Group and its concert
parties with this requirement);

(b)

the Ordinary Resolution to authorise the proposed renewal of the Share Buy-back Mandate
is approved by a majority of those Shareholders present and voting at the 2007 AGM on
a poll who could not become obliged to make a general offer for the Company as a result
of the Share Buy-back by the Company pursuant to the Share Buy-back Mandate;

(c)

the KPI Group and its concert parties abstain from voting for and recommending the
Shareholders to vote in favour of the Ordinary Resolution relating to the proposed renewal
of the Share Buy-back Mandate; and

(d)

the KPI Group and its concert parties have not acquired and will not acquire any Shares
between the date on which they know that the announcement of the proposal to renew the
Share Buy-back Mandate is imminent and the earlier of:
(i)

the date on which the authority for the proposed Share Buy-back Mandate expires;
and

(ii)

the date on which the Company announces that it has (I) bought back such number
of Shares as authorised by the Share Buy-back Mandate; or (II) decided to cease
buying back the Shares, as the case may be,

if any such acquisitions, taken together with the Share Buy-back, would cause the KPI
Group and its concert parties’ aggregate voting rights in the Company to increase by more
than one per cent. in the preceding period of six months; and
(e)

11.

if the Company ceases to buy back its Shares and the increase in the voting rights held by
the KPI Group and its concert parties as a result of the Share Buy-back at such time is less
than one per cent. in any six month period, the KPI Group may acquire further voting rights
in the Company. However, any increase in the percentage voting rights of the KPI Group
and its concert parties as a result of the Share Buy-back will be taken into account together
with any voting rights acquired after the cessation in determining whether the KPI Group
and its concert parties have increased their aggregate voting rights in the Company by
more than one percent in any six-month period.

CONFIRMATION AND UNDERTAKING
Each member of the KPI Group has confirmed that it has not acquired and will not acquire any
Shares between the date on which it knew that the announcement of the proposal to renew the
Share Buy-back Mandate was imminent and the earlier of:
(a)

the date on which the authority for the proposed Share Buy-back Mandate expires; and

(b)

the date on which the Company announces that it has (i) bought back such number of
Shares as authorised by the proposed Share Buy-back Mandate or (ii) decided to cease
buying back its Shares, as the case may be,

if such acquisitions, taken together with any Share Buy-backs by the Company, would cause the
KPI Group’s aggregate holding of Shares to increase by more than one per cent. in the
preceding period of six months.
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12.

VOTING ON POLL AND WAIVER OF RIGHTS TO GENERAL OFFER
Shareholders should note that the voting on the Ordinary Resolution relating to the proposed
renewal of the Share Buy-back Mandate at the forthcoming Annual General Meeting will be
conducted by way of a poll.
Shareholders should note that by voting in favour of the Ordinary Resolution relating to
the proposed renewal of the Share Buy-back Mandate, they will be waiving their rights to
a general offer at the required price under the Take-over Code from the KPI Group and its
concert parties as a result of any Share Buy-back Mandate by the Company.
Shareholders who are in doubt as to their obligations, if any, to make a mandatory
take-over offer under the Take-over Code as a result of any Share Buy-back by the
Company should consult the SIC and/or their professional advisers at the earliest
opportunity.

13.

SHAREHOLDING OF THE KPI GROUP
Based on the direct holdings of Shares of the KPI Group and its concert parties as at the Latest
Practicable Date, and assuming that (a) there is no change in their direct holdings of Shares
between the Latest Practicable Date and the date of the forthcoming Annual General Meeting;
and (b) there is no change in their direct holdings of Shares between the date of the forthcoming
Annual General Meeting and the date of the full exercise of the Share Buy-back Mandate, the
holdings of Shares of the KPI Group and its concert parties as at the date of the forthcoming
Annual General Meeting and after the full exercise of the Share Buy-back Mandate will be as
follows:
As at the date of the
forthcoming Annual
General Meeting
Number of
Shares
%
Kephinance Investment Pte Ltd
Keppel Corporation Limited

(1)

After the full exercise of
the Share Buy-back
Mandate
Number of
Shares
%

749,158,190

35.21

749,158,190

39.12

749,158,190

35.21

749,158,190

39.12

Note:
(1)

14.

KCL holds all the issued shares in KPI and is deemed to have an interest in KPI’s 749,158,190 Shares.

VOTING ABSTENTIONS
Pursuant to the conditions imposed by the SIC as set out in paragraph 10.5(c), the KPI Group
and its concert parties will abstain from voting on and recommending Shareholders to vote in
favour of the Ordinary Resolution relating to the proposed renewal of the Share Buy-back
Mandate. The Shareholders who belong to the KPI Group and its concert parties and who will
abstain from voting on the Ordinary Resolution relating to the proposed renewal of the Share
Buy-back Mandate and the percentage of the shareholding they represent is as follows:
As of the Latest Practicable Date
KPI Group
Kephinance Investment Pte Ltd
Keppel Corporation Limited

(1)

Number of Shares

%

749,158,190

35.21

749,158,190

35.21

Note:
(1)

KCL holds all the issued shares in KPI and is deemed to have an interest in KPI’s 749,158,190 Shares.
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15.

EFFECT ON THE LISTING OF THE SHARES ON THE SGX-ST ARISING FROM SHARE
BUY-BACKS

15.1

The Company is required under Rule 723 of the Listing Manual to ensure that at least 10 per
cent. of its Shares are in the hands of the public. The “public”, as defined under the Listing
Manual, are persons other than the Directors, chief executive officer and substantial
shareholders of the Company and its subsidiaries, as well as the associates of such persons.

15.2

On the basis of the information available to the Company, as at the Latest Practicable Date,
there are 845,637,453 Shares in the hands of the public (as defined above), representing
approximately 39.75 per cent. of the issued share capital of the Company. Assuming that the
Company purchases its Shares through Market Purchases from the public up to the full 10 per
cent. limit pursuant to the Share Buy-back Mandate, the number of Shares in the hands of the
public would be reduced to 632,877,153 Shares, representing approximately 33.05 per cent. of
the issued share capital of the Company.

15.3

The Company is of the view that there is, at the present, a sufficient number of Shares in public
hands that would permit the Company to potentially undertake purchases of its Shares through
Market Purchases up to the full 10 per cent. limit pursuant to the Share Buy-back Mandate
without:
(a)

affecting adversely the listing status of the Shares on the SGX-ST;

(b)

causing any market illiquidity for the Shares; or

(c)

affecting adversely the orderly trading of Shares.

15.4

The Directors will ensure that any share purchases will not have an effect on the listing of the
Shares on the SGX-ST. As at the Latest Practicable Date, the Company has no other securities
apart from its shares which are listed on the SGX-ST.

16.

DIRECTORS’ RECOMMENDATIONS
The Directors (other than Messrs Lim Chee Onn, Choo Chiau Beng and Teo Soon Hoe, who are
directors of KCL and who have abstained from making any recommendations for Shareholders
to vote in favour of the Ordinary Resolution relating to the proposed renewal of the Share
Buy-back Mandate) are of the opinion that the proposed renewal of the Share Buy-back
Mandate for the purchase by the Company of its Shares is in the best interests of the Company.
The Directors (other than Messrs Lim Chee Onn, Choo Chiau Beng and Teo Soon Hoe)
accordingly recommend that Shareholders vote in favour of Ordinary Resolution 11 relating to
the proposed renewal of the Share Buy-back Mandate at the forthcoming Annual General
Meeting.
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B.

GUIDELINES ON SHARE PURCHASES BY THE COMPANY

1.

SHAREHOLDERS’ APPROVAL

1.1

Purchases of Shares by the Company must be approved in advance by the Shareholders at a
general meeting of the Company by way of a general mandate.

1.2

A general mandate authorising the purchase of Shares by the Company will expire on the earlier
of:

1.3

1.2.1

the conclusion of the next annual general meeting of the Company;

1.2.2

the expiration of the period within which the next annual general meeting of the
Company is required to be held; or

1.2.3

the time when such mandate is revoked or varied by an ordinary resolution of the
Shareholders of the Company in general meeting.

Purchase of Shares can be effected by the Company in either one of the following two ways or
both:
1.3.1

by way of on-market purchases on the SGX-ST (“Market Purchases”). Market
Purchases mean purchases of Shares transacted through the SGX-ST’s Central Limit
Order Book trading system; or

1.3.2

by way of an “off-market acquisition on an equal access scheme” (“Off-Market
Purchase Scheme”) as defined in Section 76C of the Companies Act.

The authority conferred on the Directors by the Share Buy-back Mandate to purchase Shares
may be renewed at the next annual general meeting of the Company. When seeking the
approval of Shareholders for the renewal of the Share Buy-back Mandate, the Company is
required to disclose details pertaining to purchases of Shares made during the previous 12
months, including the total number of Shares purchased, the purchase price per Share or the
highest and lowest prices paid for such purchases of Shares, where relevant, and the total
consideration paid for such purchases.
2.

FUNDING OF SHARE PURCHASES

2.1

In purchasing Shares, the Company may only apply funds legally available for such purchase in
accordance with its Memorandum and Articles of Association and the applicable laws in
Singapore.

2.2

The Company may not purchase its Shares on the SGX-ST for a consideration other than cash
or for settlement otherwise than in accordance with the trading rules of the SGX-ST.

2.3

Any purchases by the Company may be made out of the Company’s profits and/or capital.

2.4

The Directors do not propose to exercise the proposed Share Buy-back Mandate to such an
extent as would have a material adverse effect on the working capital requirements of the
Company or the gearing levels which, in the opinion of the Directors are from time to time
appropriate for the Company.

3.

TRADING RESTRICTIONS

3.1

The number of Shares which can be purchased pursuant to the Share Buy-back Mandate is such
number of Shares which represents up to a maximum of 10 per cent. of the issued share capital
of the Company as at the last annual general meeting or at the date on which the resolution
authorising the Share Buy-back Mandate is passed, whichever is the higher.
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3.2

Based on the issued and paid-up share capital of the Company as at the Latest Practicable Date,
the exercise in full of such mandate would result in the purchase of 212,760,300 Shares.

3.3

The Directors will ensure that any Share purchases will not have an effect on the listing of the
Company’s Shares on the SGX-ST. As at the Latest Practicable Date, the Company has no other
securities apart from its shares which are listed on the SGX-ST.

4.

OFF-MARKET PURCHASE SCHEME

4.1

All Shareholders will be given a reasonable opportunity to accept any offer made by the
Company to buy their Shares under the Share Buy-back Mandate for purchases made by way
of an Off-Market Purchase Scheme.

4.2

For purchases of Shares to be made by way of an Off-Market Purchase Scheme, the Company
will issue an offer document to all Shareholders. The offer document shall contain at least the
following information:

5.

4.2.1

the terms and conditions of the offer;

4.2.2

the period and procedures for acceptances;

4.2.3

the reasons for the proposed share buy-back;

4.2.4

the consequences, if any, of share purchases by the Company that will arise under the
Take-over Code or any other applicable take-over rules;

4.2.5

whether the share purchases, if made, would have any effect on the listing of the
Company’s equity securities on the SGX-ST; and

4.2.6

details of any share purchases made by the Company in the previous 12 months
whether through Market Purchases or the Off-Market Purchase Scheme, including the
total number of Shares purchased, the purchase price per Share or the highest and
lowest prices paid for such purchases of Shares, where relevant, and the total
consideration paid for such purchases.

PRICE RESTRICTIONS
The purchases of Shares by the Company shall be at the price of up to but not exceeding the
Maximum Price. In the case of Market Purchases by the Company, the Maximum Price is five
per cent. above the average closing market prices of the Shares over the last five market days
on which transactions in the Shares were recorded, before the day on which the purchases were
made, and deemed to be adjusted for any corporate action that occurs after the relevant five-day
period. In the case of Off-Market Purchase Schemes, the Maximum Price is 20 per cent. above
the highest price at which a board lot of the Shares were transacted on the SGX-ST on the
market day when transactions in the Shares were recorded immediately preceding the date of
off-market purchase by the Company.

6.

STATUS OF PURCHASED SHARES
Shares purchased by the Company are deemed cancelled immediately on purchase (and all
rights and privileges attached to the Shares will expire on such cancellation) unless such Shares
are held by the Company as treasury shares. The total number of issued Shares will be
diminished by the number of Shares purchased by the Company and which are not held as
treasury shares.
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7.

REPORTING REQUIREMENTS

7.1

Within 30 days of the passing of a Shareholders’ resolution to approve purchases of Shares, the
Company must lodge a copy of such resolution with the Registrar of Companies and
Businesses.

7.2

The Company must notify the Registrar of Companies and Businesses within 30 days of a
purchase of Shares on the SGX-ST or otherwise. Such notification shall include details of the
date of the purchases, the total number purchased by the Company, the number of Shares
cancelled and held as treasury shares, the Company’s issued share capital before the purchase
and after the purchase of Shares, the amount of consideration paid by the Company for the
purchases, whether the Shares were purchased out of profits or capital of the Company and
such other particulars as may be required in the prescribed form.

7.3

The Company will notify the SGX-ST of Market Purchases of Shares not later than 9.00 a.m. on
the market day following the day on which the Market Purchases were effected, and of
Off-Market Purchases not later than 9.00 a.m. on the second market day after the close of
acceptances of the offer for Off-Market Purchases. The notification of such purchases to the
SGX-ST shall be in such form and shall include such details that the SGX-ST may prescribe.

7.4

The Company shall make arrangements with its stockbrokers to ensure that they provide to the
Company in a timely fashion the necessary information which will enable the Company to make
the necessary notifications to the SGX-ST.

7.5

When seeking the approval of Shareholders for the renewal of the Share Buy-back Mandate, the
Company is required to disclose details pertaining to purchases of Shares made during the
previous 12 months, including the total number of Shares purchased, the purchase price per
Share or the highest and lowest prices paid for such purchases of Shares, where relevant, and
the total consideration paid for such purchases.

8.

SUSPENSION OF PURCHASES
The Company may not purchase Shares after a price sensitive development has occurred or has
been the subject of a decision until such time as the price sensitive information has been publicly
announced.
In particular, the Company may not purchase its Shares on the SGX-ST during the period
commencing two weeks before the announcement of the Company’s results for each of the first
three quarters of its financial year, or the period commencing one month before the
announcement of the Company’s annual or half-year results, as the case may be, and ending on
the date of announcement of the relevant results.
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APPENDIX 3

PROPOSED AWARD OF SHARES TO NON-EXECUTIVE DIRECTORS AS PART
OF THE REMUNERATION OF NON-EXECUTIVE DIRECTORS
Note:

1.

The Singapore Exchange Securities Trading Limited (the “SGX-ST”) assumes no
responsibility for the correctness of any statements made, reports contained or
opinions expressed in this Appendix 3.

THE PROPOSED AWARD OF SHARES

1.1 Introduction. Currently, the remuneration of the non-executive directors (the “Non-Executive
Directors”) of k1 Ventures Limited (the “Company” or “k1”), is by way of directors’ fees in cash,
which is approved by shareholders of the Company (the “Shareholders”) annually at each annual
general meeting. The Company is proposing that the remuneration of its Non-Executive Directors
be made partly by way of directors’ fees in cash and partly in a fixed number of issued shares in
the capital of k1 (“Shares”). If approved by Shareholders, the Company will be able to
compensate its Non-Executive Directors in the form of Shares by the purchase of existing Shares
from the market for delivery to the Non-Executive Directors.
1.2 The Proposed Award. The Non-Executive Directors who will be eligible for the award of Shares
for the financial year ended 30 June 2007 are Mr Ang Kong Hua, Mr Kamal Bahamdan, Mr Choo
Chiau Beng, Dr Lee Suan Yew, Mr Lim Chee Onn, Professor Tan Teck Meng, Mr Teo Soon Hoe
and Mr Yong Pung How.
A third party agency shall be instructed to purchase from the market 240,000 existing issued
Shares solely for the purpose of delivery of 30,000 Shares to each Non-Executive Director as part
of their Director’s remuneration for the financial year ended 30 June 2007 (the “Remuneration
Shares”). This number of Remuneration Shares to be awarded as part of the Director’s
remuneration for the Non-Executive Directors may be reviewed from time to time for subsequent
financial years but any change is not expected to be significant.
The award of Shares to the Non-Executive Directors as part of their remuneration for the financial
year ended 30 June 2007 is subject to Shareholders’ approval.
1.3 Terms of the Award. The Shares awarded to the Non-Executive Directors will rank pari passu
with the existing issued Shares.
The average of the last dealt prices of Shares traded on the SGX-ST for the five consecutive
Market Days prior to (and including) 10 September 2007 (the “Latest Practicable Date”) is
S$0.29.
The proposed award of Shares to the Non-Executive Directors is in addition to the directors’ fees
in cash to be proposed at the forthcoming Annual General Meeting of the Company.
2.

RATIONALE FOR THE PROPOSED AWARD OF SHARES
The Company has been reviewing the manner in which it remunerates its Non-Executive
Directors. The Company believes that the incorporation of an equity component in the total
remuneration of its Non-Executive Directors would achieve the objective of aligning the interests
of Non-Executive Directors with those of Shareholders and the long-term interests of the
Company.
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3.

FINANCIAL EFFECT OF THE PROPOSED AWARD OF SHARES

3.1 Share capital. As the Remuneration Shares comprise existing issued Shares, the purchase and
delivery of such Shares will have no impact on the Company’s issued share capital.
3.2 Net Tangible Assets (“NTA”) and Earnings per Share (“EPS”). The proposed award of the
Remuneration Shares will result in a charge to the Company, its subsidiaries and associated
companies’ (the “Group”) earnings in the period in which they are awarded, equivalent to the
market value at which these Shares are purchased. Accordingly, the consolidated NTA of the
Group and Company would decrease by the amount charged (after any adjustment for tax). It is
expected that the impact of the proposed award of Remuneration Shares on the NTA and the EPS
will not be significant.
4.

ABSTENTION FROM VOTING
The Non-Executive Directors who will each, subject to Shareholders’ approval, be awarded
30,000 Shares as part of their remuneration for the financial year ended 30 June 2007, will abstain
from voting in respect of, and will procure their respective associates to abstain from voting in
respect of Ordinary Resolution 12 relating to the proposed issue of Shares to each of them
respectively as set out in the Notice of Annual General Meeting.

5.

DIRECTORS’ RECOMMENDATIONS
Mr Steven Jay Green, who is the only director of k1 who is not a Non-Executive Director, is of the
opinion that the proposed award of Shares to the Non-Executive Directors as part of their
remuneration for the financial year ended 30 June 2007 is in the best interests of the Company.
The Non-Executive Directors who will each, subject to Shareholders’ approval, be awarded
30,000 Shares as part of their remuneration for the financial year ended 30 June 2007 have
abstained from making any recommendation for Shareholders to vote in favour of the Ordinary
Resolution relating to the proposed issue of Shares to Non-Executive Directors. Accordingly, Mr
Steven Jay Green recommends that Shareholders vote in favour of Ordinary Resolution 12
relating to the proposed issue of Shares to the Non-Executive Directors as set out in the Notice
of Annual General Meeting.
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APPENDIX 4

PROPOSED CAPITAL DISTRIBUTION BY WAY OF CAPITAL REDUCTION
Note:

1.

The Singapore Exchange Securities Trading Limited (the “SGX-ST”) assumes no
responsibility for the correctness of any statements made, reports contained or
opinions expressed in this Appendix 4.

THE PROPOSED CAPITAL DISTRIBUTION

1.1 On 20 August 2007, the directors (the “Directors”) of k1 Ventures Limited (the “Company” or
“k1”) announced a proposed capital distribution of S$0.06 per issued share (“Share”) in the capital
of k1 without deduction for tax out of the amount standing to the credit of the Company’s share
capital (the “Proposed Capital Distribution”). Shareholders of the Company (the
“Shareholders”) will by way of a capital reduction exercise receive S$0.06 in cash for each Share
held. The Company proposes to implement the Proposed Capital Distribution by reducing part of
the Company’s share capital pursuant to a capital reduction exercise under Section 78A read with
Section 78C of the Companies Act, Chapter 50 of Singapore (the “Companies Act”).
The Proposed Capital Distribution will not result in a cancellation of Shares or a change in
the number of Shares held by Shareholders immediately after the Proposed Capital
Distribution.
1.2 As at 10 September 2007 (the “Latest Practicable Date”), the Company had a share capital of
approximately S$319 million. Assuming that (a) none of the outstanding share options (the
“Options”) granted pursuant to The Keppel Marine Share Option Scheme 1990 (the “Keppel
Marine Scheme”) as at the Latest Practicable Date are exercised; (b) none of the outstanding
warrants issued to Greenstreet Partners L.P. (“Greenstreet”) on 12 May 2005 (the “Warrants”),
as at the Latest Practicable Date, are exercised; and (c) the Company does not acquire any
Shares under the share buy-back mandate which is proposed to be renewed at the Annual
General Meeting to be held on 31 October 2007 (the “Share Buy-back Mandate”), during the
period between the Latest Practicable Date and the date to be announced, on which the Transfer
Books and Register of Members of the Company will be closed in order to determine the
entitlement of Shareholders pursuant to the Proposed Capital Distribution (the “Books Closure
Date”), the amount of the Company’s share capital to be reduced pursuant to the Proposed
Capital Reduction will be approximately S$128 million, which will be applied to return to all
Shareholders, S$0.06 in cash for each issued and fully paid up Share held as at the Books
Closure Date.
1.3 If assuming that during the period between the Latest Practicable Date and the Books Closure
Date, (a) all the outstanding Options as at the Latest Practicable Date are exercised; (b) all the
outstanding Warrants are exercised; and (c) the Company does not acquire any Shares under the
Share Buy-back Mandate, the maximum amount of the Company’s share capital to be reduced
pursuant to the Proposed Capital Distribution will be approximately S$130 million.
(a)

Share Capital of the Company
As at the Latest Practicable Date, the share capital of the Company comprises
2,127,603,003 Shares.
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(b)

The Options and Warrants
As at the Latest Practicable Date, there were (a) outstanding Options enabling the holders
thereof to subscribe for an aggregate of 240,000 Shares under the Keppel Marine Scheme;
(b) there are no outstanding options under the k1 Ventures Share Option Scheme 2000; and
(c) outstanding Warrants enabling the holders thereof to subscribe for an aggregate of
38,000,000 Shares.

(c)

Adjustments to the Options and Warrants
As a consequence of the Proposed Capital Distribution, the subscription price at which each
Option may be exercised into a Share will be adjusted by the Compensation and Share
Option Committee (the “Committee”), whose members are Professor Tan Teck Meng,
Messrs Lim Chee Onn and Yong Pung How, in accordance with the terms and conditions of
the rules of the Keppel Marine Scheme. Written notification of such adjustments to the
subscription prices shall be given to the holders of the Options in accordance with the rules
of the Keppel Marine Scheme.
As a consequence of the Proposed Capital Distribution, the exercise price at which each
new Share to be issued upon the exercise of the Warrants will be adjusted by the Directors,
in accordance with the terms and conditions of the Deed Poll executed on 12 May 2005
between the Company and Greenstreet (the “2005 Deed Poll”) for the Warrants. Written
notification of such adjustments to the exercise prices shall be given to the holders of the
Warrants in accordance with the terms and conditions of the 2005 Deed Poll.

2.

TAXATION
The Proposed Capital Distribution has no tax consequence for the Company. It will be regarded
as being capital in nature and will not be treated as distribution of income to Shareholders for
Singapore income tax purposes.
Shareholders should however note that the foregoing statements are not to be regarded as advice
on the tax position of any Shareholder, or on any tax implications arising from the Proposed
Capital Distribution. Shareholders who are in doubt as to their personal tax positions or any such
tax implications, or who may be subject to tax in a jurisdiction other than in Singapore should
consult their own professional advisers.

3.

RATIONALE FOR THE PROPOSED CAPITAL DISTRIBUTION
The main objective of the Proposed Capital Distribution is to reward Shareholders for their
continued support of the Company. The Proposed Capital Distribution will reduce Shareholders’
funds as at 30 June 2007 by S$128 million from S$679 million to S$551 million based on share
capital as at the Latest Practicable Date assuming that (a) none of the outstanding Options and
Warrants are exercised; and (b) the Company does not acquire any shares under the Share
Buy-back Mandate. This reduction will result in a higher return on equity. As set out in paragraph
5.5 below, the proforma return on equity of the Company and its subsidiaries (the “Group”) will
improve from 3.7% before the Proposed Capital Distribution to 3.9% after the Proposed Capital
Distribution.
The Proposed Capital Distribution will enable the Company to efficiently return to Shareholders,
up to approximately S$130 million assuming that (a) all the outstanding Options and Warrants are
exercised; and (b) the Company does not acquire any shares under the Share Buy-back Mandate.
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4.

CONDITIONS FOR THE PROPOSED CAPITAL DISTRIBUTION

4.1 Approval of Shareholders
The Proposed Capital Distribution is subject to the approval of Shareholders by way of a special
resolution in respect of the Proposed Capital Distribution at the Annual General Meeting.
4.2 Payment of Distribution
When the Registrar of Companies (the “Registrar”) has recorded the information lodged by the
Company with the Accounting and Corporate Regulatory Authority in the appropriate register, the
resolution for the capital reduction shall take effect. The Proposed Capital Distribution will be
made thereafter. Subject to the above condition being satisfied, the Company plans to make the
Proposed Capital Distribution to Shareholders on or around 26 December 2007. The indicative
dates and times for the Proposed Capital Distribution are set out in Annexure 1 to this Appendix
4.
5.

FINANCIAL EFFECTS OF THE PROPOSED CAPITAL DISTRIBUTION

5.1 Impact on Share Capital
There will be no impact on the number of Shares held by Shareholders as a result of the Proposed
Capital Distribution. Assuming that the Proposed Capital Distribution was completed on 30 June
2007, the proforma financial effect on the audited financial statements of the Company as at 30
June 2007 will be a reduction of the share capital of the Company from S$319 million to S$191
million.
5.2 Impact on earnings
Assuming that the Proposed Capital Distribution was completed on 1 July 2006, the proforma
financial effect on the earnings of the Group for the financial year ended 30 June 2007, based on
the total number of issued Shares as at 30 June 2007, will be as follows:

Audited as at
30 June 2007
Earnings(1) (S$’000)
Weighted average of issued and paid-up Shares for
the financial year ended 30 June 2007 (’000)
Earnings per Share(1) (cents)

Proforma after the
Proposed Capital
Distribution

26,227

23,191

1,995,728

1,995,728

1.31

1.16

Note:
(1)

“Earnings” means profit after tax and minority interest. Earnings and earnings per Share after the Proposed Capital
Distribution have been adjusted by the reduction of notional interest income at the interest rate of 2.9 per cent. per
annum less taxation at 18 per cent.
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5.3 Impact on net tangible assets
The Proposed Capital Distribution will not have a material impact on the net tangible assets
(“NTA”) of the Group as at 30 June 2007. Assuming that the Proposed Capital Distribution was
completed on 30 June 2007, the proforma financial effect on the NTA of the Group and the NTA
per Share at 30 June 2007 will be as follows:

Audited as at 30
June 2007
NTA (S$’000)
Number of issued and paid-up Shares (’000)

Proforma after the
Proposed Capital
Distribution

441,609

313,953

2,127,603

2,127,603

20.8

14.8

NTA per Share (cents)

5.4 Impact on net gearing
Assuming that the Proposed Capital Distribution was completed on 30 June 2007, the proforma
effect on the net gearing of the Group as at 30 June 2007 will be as follows:

Audited as at 30
June 2007

Proforma after the
Proposed Capital
Distribution

Net Borrowings(1) (S$’000)

149,698

277,354

Capital Employed (S$’000)

727,742

600,086

0.21

0.46

Net Gearing

(2)

(times)

Note:
(1)

“Net Borrowings” means total borrowings less cash and bank balances excluding restricted cash.

(2)

Net Gearing is equal to Net Borrowings divided by Capital employed.

5.5 Impact on Return on Equity
Assuming that the Proposed Capital Distribution was completed on 1 July 2006, the proforma
effect on the return of equity of the Group for the financial year ended 30 June 2007, based on
the total number of issued Shares as at 30 June 2007, will be as follows:

Earnings(1) (S$’000)
Average Shareholders’ Funds

(2)

(S$’000)

Return on Equity (%)

Audited as at 30
June 2007

Proforma after the
Proposed Capital
Distribution

26,227

23,191

717,715

590,058

3.7

3.9

Notes:
(1)

“Earnings” means profit after tax and minority interest. Earnings after the Proposed Capital Distribution has been
adjusted by the reduction of notional interest income at the interest rate of 2.9 per cent. per annum less taxation at
18 per cent.

(2)

“Average Shareholders’ Funds” means the average of shareholders’ funds at the beginning and end of the financial
year.
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6.

SHAREHOLDERS’ ENTITLEMENT TO THE CAPITAL DISTRIBUTION

6.1 Notice of Books Closure Date
An announcement will be made to notify Shareholders of the Books Closure Date, which is
expected to fall on or about 17 December 2007, provided that no application for the cancellation
of the resolution has been made to the Court by any creditor of the Company during the six week
period from the date on which the special resolution for the Proposed Capital Distribution is
approved.
6.2 Entitlement to Capital Distribution
Persons registered in the Register of Members of the Company and Depositors (as defined in
Section 130A of the Companies Act) whose securities accounts (“Securities Accounts”)
maintained with The Central Depository (Pte) Limited (the “CDP”) are credited with Shares as at
the Books Closure Date will be entitled to receive a cash payment of S$0.06 for each Share held
as at the Books Closure Date.
6.3 Payment to Shareholders holding Scripless Shares
With respect to Shareholders with Shares standing to the credit of their Securities Account as at
the Books Closure Date, the Company will, within 10 Market Days (a “Market Day” being a date
on which the SGX-ST is open for trading in securities) after the Books Closure Date, remit to CDP
the aggregate cash amount of the entitlements to the Proposed Capital Distribution payable to all
such Shareholders. CDP will despatch to such Shareholders the cheques for the appropriate
amount of the Proposed Capital Distribution payable to them, by ordinary post at their own risk.
The cheques will be sent to the address stated in the register maintained by CDP in respect of
book-entry securities (the “Depository Register”) on the Books Closure Date or, in the case of
joint Shareholders, to the address of the first named Shareholder. Neither the Company nor CDP
shall be liable for any loss in transmission. Alternatively, such Shareholders will have payment of
their respective entitlements to the Proposed Capital Distribution made in such manner as they
may have agreed with CDP for the payment of dividends or other distributions (“Direct Crediting
Service”). If the Proposed Capital Distribution is made by CDP to such Shareholders through the
Direct Crediting Service, such Shareholders will be notified of the payment of the cash amount of
their respective entitlements to the Proposed Capital Distribution through the yearly statement.
6.4 Payment to Shareholders holding Scrip Shares
With respect to Shareholders (other than CDP) whose names are registered in the Register of
Members of the Company as at the Books Closure Date, the Company will, within 10 Market Days
after the Books Closure Date, despatch the cheques for the appropriate amount of the Proposed
Capital Distribution payable to such Shareholders by ordinary post at their own risk, addressed to
their respective addresses in the Register of Members of the Company on the Books Closure
Date or, in the case of joint Shareholders, to the address of the first named Shareholder. The
Company shall not be liable for any loss in transmission.
7.

DIRECTORS’ RECOMMENDATIONS
Having considered the terms and rationale for the Proposed Capital Distribution, the Directors are
of the opinion that the Proposed Capital Distribution is in the interests of the Company. The
Directors accordingly recommend that Shareholders vote in favour of Special Resolution 13
relating to the Proposed Capital Distribution at the forthcoming Annual General Meeting.
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ANNEXURE 1 TO APPENDIX 4

THE PROPOSED CAPITAL DISTRIBUTION
INDICATIVE TIMETABLE
The following are the indicative dates and times for the Proposed Capital Distribution:
Last date and time for lodgement of Proxy Forms for the
Annual General Meeting

:

29 October 2007 at 2.30 p.m.

Date and time of Annual General Meeting

:

31 October 2007 at 2.30 p.m.

Expected last date to deposit Share certificates for
Shareholders (not being Depositors) who wish to trade in
their Shares so that their entitlement to the Capital
Distribution is made via CDP

:

28 November 2007

Expected Effective Date for the Capital Reduction

:

12 December 2007

First Day of Trading “Ex” Entitlements

:

13 December 2007

Expected Books Closure Date for the Capital Distribution

:

17 December 2007 at 5.00 p.m.

Expected Payment Date for the Capital Distribution

:

26 December 2007

Note:
(1)

The timetable above is only indicative and the actual dates of the above events (which may change) will be announced,
where appropriate.
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