Report of Corporate Governance

For the year ended 31 December 2010

Remuneration Committee
Principle 7: Procedures for Developing Remuneration Policies
The RC comprises the following three members:

Dr Wong Chiang Yin
Goh Chee Wee

Sameer Y. Khan*
Ali Abdulla Ahmad Bin Towaih**

Chairman, Independent Director)
Member, Independent Director)

Member, Non-Executive Director)
Member, Non-Executive Director)

—_— o~ o~ —~

Notes:

*

resigned as Non-Executive Director on 10 January 2011
o appointed as Non-Executive Director on 10 January 2011

The RC members are familiar with executive compensation matters as they are performing executive functions in the
companies where they are employed and/or are holding directorships in other public listed companies.

The RC recommends to the Board (in consultation with the Chairman) a framework of remuneration for the Board and
the Executive Officers as well as specific remuneration packages for the Executive Directors. The recommendations
were submitted for endorsement by the entire Board. All aspects of remuneration, including but not limited to
Directors’ and Executive Officers’ fees, salaries, allowances, bonuses, options and benefits in kind are covered by
the RC. The members of the RC do not participate in any decisions concerning their own remuneration package.

Principle 8: Level and Mix of Remuneration

The remuneration packages for Executive Directors take into account the performance of the Group and the individual
Director. The RC also ensures that the Executive Directors are adequately remunerated as compared to industry and
comparable companies. The Non-Executive Directors’ remuneration in the form of directors’ fees take into account
the roles that the individual Director play, including but not limited to the efforts, time spent and responsibilities of
the Non-Executive Director. The Directors’ fees are subject to shareholders’ approval at the forthcoming AGM.

The Company has entered into separate service agreements with Mr Chua Beng Kuang and Mr Chua Meng Hua for
an initial period of three years commencing 1 January 2004 and which shall be automatically renewed on a three-year
basis. There are no onerous removal clauses in the service agreements. The remuneration includes a fixed salary and
a variable performance related bonus that is designed to align their interests with those of the shareholders and link
rewards to corporate and individual performance.
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Principle 9: Disclosure on Remuneration

A summary compensation table of the directors’ remuneration for the financial year ended 31 December 2010 and
31 December 2009 are set out below:

Number of Directors
Remuneration Band 2010 2009

$500,000 and above
$250,000 to below $500,000
Below $250,000

Total

o ~ODN
o ~ODN

Details of remuneration and fees paid to directors for the financial year ended 31 December 2010 are set out
below:

Salary* Bonus Fees* Benefits Total
Name of Directors (%) (%) (%) (%) (%)
Chua Beng Kuang 67.33 32:53 0.14 _ 100
Chua Meng Hua 64.86 34.05 1.09 B 100
Yong Thiam Fook 86.40 12.20 1.40 _ 100
Sameer Y. Khan” - - 100 _ 100
Goh Chee Wee - - 100 _ 100
Wong Chiang Yin = = 100 _ 100

*

These fees are subject to approval of the shareholders at the forthcoming AGM.
L Salary is inclusive of fixed allowance and CPF contributions.
Resigned on 10 January 2011.

Top 5 Executive Officers 2010
$250,000 to below $500,000 2
Below $250,000 8

The top five Executive Officers of the Group, are Mr Chua Beng Yong (General Manager, Head of Infrastructure
Engineering Division), Mr Chua Beng Hock (Assistant General Manager, Head of Corrosion Prevention Division), Mr
Ong Hock Sze (General Manager, Batam Operations), Mr Lee Wei Liang (Financial Controller), and Mr Lee Choon
Hwee (Assistant General Manager, Head of Supply and Distribution Division).

Mr Chua Beng Kuang and Mr Chua Meng Hua (Executive Directors) and Mr Chua Beng Yong and Mr Chua Beng
Hock (Executive Officers) are brothers.

Save as disclosed above, there is no employee who is an immediate family member of any Director, whose
remuneration for FY2010 exceeds $150,000.
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The gross remuneration disclosed is computed on gross salaries, allowances and other benefits accruing during the
financial year.

The BKM Performance Share Plan was adopted at an Extraordinary General Meeting held on 27 April 2009. The
BKM Performance Share Plan is administered by Dr Wong Chiang Yin, Mr Goh Chee Wee and Mr Ali Abdulla Ahmad
Bin Towaih and contemplates the award of fully paid shares, free of charge, when or after prescribed performance
targets are achieved by the selected employees of the Group.

Nominating Committee
Principle 4: Board Membership

The NC has been established with written terms of reference and comprises two Independent Directors and one
Non-Executive Director. They are:

Goh Chee Wee

Dr Wong Chiang Yin

Sameer Y. Khan*

Ali Abdulla Ahmad Bin Towaih**

Chairman, Independent Director)
Member, Independent Director)

Member, Non-Executive Director)
Member, Non-Executive Director)

— o~

Notes:

resigned as Non-Executive Director on 10 January 2011
appointed as Non-Executive Director on 10 January 2011

*k

The main terms of reference of the NC are as follows:

o To review nominations for the appointment and re-appointment to the Board and the various Board
committees;

° To decide on the evaluation criteria of the Board, propose an objective performance criteria to assess
effectiveness of the Board as a whole and the contribution of each Director;

° To decide whether a Director is able to and has been adequately carrying out his duties as Director of the
Company (in a case where the Director has multiple board representations);

. To ensure that Directors submit themselves for re-nomination and re-election at regular intervals and at least
once in every three years; and

° To determine, on an annual basis, whether a Director is independent.

The NC is responsible for the re-nomination of the Directors. Article 107 of the Company’s Articles of Association
requires one-third of the Directors to retire from office at least once in every three years at the Company’s AGM
whereas Article 112 provides that each term of appointment of the Managing Director shall not exceed five years.
Retiring Directors are eligible to offer themselves for re-election pursuant to Article 109.

The NC will determine the criteria for the appointment of new Directors and will set up a process for selection
and appointment of such Directors (when necessary) taking into account the experience and expertise of each

candidate.

Key information regarding the Directors is set out under “Board of Directors” section of this Annual Report.

Beng Kuang Marine Limited - annual report 2010 21



Report of Corporate Governance

For the year ended 31 December 2010

Principle 5: Board Performance

Based on the recommendation of the NC, the Board has established processes and objective performance criteria for
assessing the effectiveness of the Board as a whole and for assessing the contribution of each individual Director. The
objective performance criteria addresses how the Board has enhanced long-term shareholders’ value and includes
a comparison with the industry peers. The performance evaluation also includes consideration of return on equity,
the Company’s share price vis-a-vis the Singapore Straits Times Index. The selected performance criteria will not be
changed from year to year unless they are deemed necessary and the Board is able to justify the changes.

Each member of the NC shall abstain from voting on any resolutions in respect of the assessment of his performance
or re-nomination as Director.

3. COMMUNICATION WITH SHAREHOLDERS

Principle 10: Accountability
Principle 14: Communication with Shareholders
Principle 15: Greater Shareholder Participation

The Company has taken efforts to comply with the Listing Manual of the SGX-ST on the disclosure requirements of
material information. The Board is mindful of the obligation to provide shareholders of all major developments that
affect the Group and strives to maintain a high standard of transparency.

The Board provides the shareholders with a detailed and balanced explanation and analysis of the Company’s
performance, position and prospects on a quarterly basis. This responsibility extends to reports to regulators. The
Management provides the Board with appropriately detailed management accounts of the Group’s performance,
position and prospects on a quarterly basis.

Information is communicated to shareholders on a timely basis through financial results and annual reports that are
prepared and issued to all shareholders within the mandatory period, SGXNET, press releases and the Company’s
website at which the shareholders can access information on the Group. The Company does not practice selective
disclosure and price sensitive information is first publicly released before the Company meets with any group of
investors or analysts.

Shareholders are given the opportunity to pose questions to the Directors or the Management at the AGM.
Shareholders are informed of shareholders’ meetings through notices published in the newspapers, annual reports and
circulars sent to all shareholders. Each item of special business included in the notices of shareholders’ meetings is
accompanied, where appropriate, by an explanation for the proposed resolution. Separate resolutions are proposed
for substantially separate issues. The members of the AC, NC and RC will be present at these meetings to answer
questions relating to matters, that are overseen by these committees. The external auditors will also be present to
assist the Directors in addressing any queries posed by the shareholders.
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The Articles of Association of the Company allows for members to appoint up to two proxies to attend and vote in
place of the member. The Company does not intend to implement absentia voting methods until security, integrity
and other pertinent issues are resolved.

4. DEALINGS IN SECURITIES

The Company has adopted policies in line with the Rule 1207(18) set out in the Listing Manual of the SGX-ST on
dealings in the Company’s securities.

The Company prohibits its officers from dealing in the Company’s shares on short-term considerations or when they
are in possession of unpublished price-sensitive information. They are not allowed to deal in the Company’s shares
during the “black-out periods” prior to and ending on the date of the announcement of the results.

5. INTERESTED PERSON TRANSACTIONS

The Company has adopted an internal policy in respect of any transaction with interested person which set out the
procedures for review and approval of such transactions.

All interested person transactions will be documented and submitted on a quarterly basis to the AC for their review
to ensure that such transactions are carried out at arm’s length basis and on normal commercial terms and are not
prejudicial to the Company.

Disclosure of interested person transactions are made together with the Company’s quarterly results. The AC reviewed

the significant transactions entered into by the Company with its interested persons for FY2010 in accordance with
its existing procedures.
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A summary of the interested person transactions for FY2010 is as follows:

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

Aggregate value
of all interested
person transactions
conducted under the
shareholders’ mandate
pursuant to Rule 920
(excluding transactions
less than $S$100,000).

Revenue/(Expenses)

Labroy Shipbuilding & Engineering Pte Ltd
Provision of Corrosion Prevention Services
Provision of Infrastructure Engineering Services
Rental of Machineries

PT Nanindah Mutiara Shipyard
Sale of Hardware Equipment, Tools and Other Consumables

Labroy Offshore Engineering Pte Ltd
Provision of Corrosion Prevention Services
Provision of Infrastructure Engineering Services

PT Graha Trisaka Industri

Provision of Corrosion Prevention Services

Provision of Infrastructure Engineering Services

Sale of Hardware Equipment, Tools and Other Consumables

Drydocks World - Singapore Pte Ltd
Provision of Corrosion Prevention Services

PT Drydocks World Pertama
Provision of Corrosion Prevention Services

s$

s$

2,374,105
133,512
360,014

351,344

2,138,265
(1,874,942)

2,295,000
2,911,302
470,528

2,613,409

1,314,970

6. MATERIAL CONTRACTS AND LOANS

Pursuant to Rule 1207(8) of the Listing Manual of the SGX-ST, the Company confirms that except as disclosed in the
Report of Directors and Financial Statements, there were no other material contracts and loans of the Company and
its subsidiaries involving the interests of the Executive Chairman, the Managing Director or any Director or controlling
shareholder, either still subsisting at the end of the financial year or if not then subsisting, which were entered into

since the end of the previous financial year.
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The directors present their report to the members together with the audited financial statements of the Group for the
financial year ended 31 December 2010 and the balance sheet of the Company as at 31 December 2010.

Directors
The directors of the Company in office at the date of this report are as follows:

Chua Beng Kuang

Chua Meng Hua

Yong Thiam Fook

Goh Chee Wee

Dr Wong Chiang Yin

Ali Abdulla Ahmad Bin Towaih (Appointed on 10 January 2011)

Arrangements to Enable Directors to Acquire Shares and Debentures

Neither at the end of nor at any time during the financial year was the Company a party to any arrangement whose
object was to enable the directors of the Company to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

Directors’ Interests in Shares or Debentures

According to the register of directors’ shareholdings, none of the directors holding office at the end of the financial
year had any interest in the shares or debentures of the Company or its related corporations, except as follows:

Holdings registered in name of
director or nominee
At 1.1.2010 or date
of appointment

At 31.12.2010 if later

The Company

(No. of ordinary shares)

Chua Beng Kuang 36,267,500 36,267,500
Chua Meng Hua 35,319,500 35,319,500
Yong Thiam Fook 256,000 256,000
Sameer Y.Khan (Resigned on 10 January 2011) 100,000 100,000
Goh Chee Wee - 400,000
Dr. Wong Chiang Yin 100,000 100,000

The directors’ interests in the ordinary shares of the Company as at 21 January 2011 were the same as those as at
31 December 2010.

Except as disclosed in this report, no director who held office at the end of the financial year had interests in shares,

shares option, warrants or debentures of the Company, or of related corporations, either at the beginning of the
financial year of date of appointment if later, or end of the financial year.
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Directors’ Contractual Benefits

Since the end of the previous financial year, no director has received or become entitled to receive a benefit 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, except as disclosed in the accompanying
financial statements and in this report.

Share Options

Pursuant to Subscription Agreement and Call Option Agreement dated 7 September 2009, the Company had issued
38,000,000 subscription shares to various subscribers at an issue price of $0.225 for each subscription shares.

For a consideration of $1 payable by each subscriber, the Company granted the subscribers call options to subscribe
for another 38,000,000 ordinary shares at an exercise price of $0.25 per option share.

As at 31 December 2010, the subscribers had exercised options to subscribe for 22,000,000 ordinary shares and as
at that date, there were unexercised options for 16,000,000 ordinary shares. These options are exercisable between
the period from 7 September 2009 to 6 September 2012.

Audit Committee

The members of the Audit Committee (“AC”) at the end of the financial year were as follows:

Dr Wong Chiang Yin (Chairman, Independent Director)
Goh Chee Wee (Member, Independent Director)
Ali Abdulla Ahmad Bin Towaih (Member, Non-Executive Director)

The AC met 4 times in the financial year under review and carried out its functions in accordance with section 201B(5)
of the Singapore Companies Act. It performs the following:

o Reviewing the announcement of the quarterly and full year results before submission to the Board of Directors
(“Board”) for approval;

o Reviewing the audit plans and reports of the independent auditor and to consider the effectiveness of the
actions taken by the Management on the auditor’s recommendations;

o Appraising and reporting to the Board on the audits undertaken by the independent auditor, the adequacy of

disclosure of information, and the adequacy and effectiveness of the system of management internal audit
function and internal controls;

° Reviewing the assistance and co-operation given by the Management to the independent auditor;

° Evaluating quality of work performed by independent auditor;

° Discussing problems and concerns, if any, arising from the interim and final audits;

o Considering and make recommendations to the Board on the appointment, re-appointment and removal of
independent auditor, their remuneration and terms of engagement.

° Reviewing the framework for staff to raise concerns about possible improprieties in matters of financial reporting

or other matters in confidence, and that there is independent investigation of such matters and appropriate
follow-up action; and

° Reviewing interested person transactions, as defined in the Listing Manual of Singapore Exchange Securities
Trading Limited (“SGX-ST”).

The Audit Committee has recommended to the Board that the independent auditor, Nexia TS Public Accounting
Corporation, be nominated for re-appointment at the forthcoming Annual General Meeting of the Company.
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Independent Auditor

The independent auditor, Nexia TS Public Accounting Corporation, has expressed its willingness to accept
re-appointment.

On behalf of the directors

Chua Beng Kuang
Executive Chairman

Chua Meng Hua
Managing Director

21 March 2011
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For the financial year ended 31 December 2010

In the opinion of the directors,

(i) the balance sheet of the Company and the consolidated financial statements of the Group as set out on pages
31 to 92 are drawn up so as to give a true and fair view of the state of affairs of the Company and of the Group
as at 31 December 2010 and of the results of the business, changes in equity and cash flows of the Group for

the financial year then ended, and

(i) 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.

The directors have, on the date of this statement, authorised these financial statements for issue.

On behalf of the directors

Chua Beng Kuang
Executive Chairman

Chua Meng Hua
Managing Director

21 March 2011
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Independent Auditor’s Report
To the Members of Beng Kuang Marine Limited

Report on Financial Statements

We have audited the accompanying financial statements of Beng Kuang Marine Limited (the "Company") and its
subsidiaries (the "Group") set out on pages 31 to 92, which comprise the consolidated balance sheet of the Group and
the balance sheet of the Company as at 31 December 2010, the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the consolidated statement of cash flows of the Group for the
financial year then ended, and a summary of significant accounting policies and other explanatory information.

The financial statements for the preceding financial year were reported by an independent auditor other than Nexia
TS Public Accounting Corporation.The independent auditor’s report dated 19 March 2010 issued by the predecessor
independent auditor on the financial statements for the financial year ended 31 December 2009 was unqualified.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in accordance
with the provisions of the Singapore Companies Act (the “Act”) and the Singapore Financial Reporting Standards for
devising and maintaining a system of internal accounting controls sufficient to provide a reasonable assurance that
assets are safeguarded against loss from unauthorised use or disposition, that transactions are properly authorised
and that they are recorded as necessary to permit the preparation of true and fair profit and loss accounts and
balance sheets and to maintain accountability of assets.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with Singapore Companies Act (the “Act”) and Singapore Standards on Auditing. Those Standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about 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 judgment, 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 of financial statements that give a true
and fair view 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 management,
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.
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Independent Auditor’s Report
To the Members of Beng Kuang Marine Limited

Opinion

In our opinion, the consolidated financial statements of the Group and the balance sheet of the Company are properly
drawn up in accordance with the provision 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 31 December 2010, and the results,
changes in equity and cash flow of the Group for financial year ended on that date.

Report on other Legal and Regulatory Requirements

In our opinion, the accounting and other records required by the Act to be kept by the Company and by those
subsidiaries incorporated in Singapore of which we are the auditors, have been properly kept in accordance with
the provisions of the Act.

Nexia TS Public Accounting Corporation

Public Accountants and Certified Public Accountants
Director-in-charge: Chin Chee Choon

Appointed since the financial year ended 31 December 2010

Singapore
21 March 2011
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Consolidated Statement of Comprehensive Income

For the financial year ended 31 December 2010

Revenue
Cost of sales

Gross profit

Other gains — net
Expenses

— Selling and distribution
— Administrative

- Finance

Share of loss of associated companies

Profit before income tax

Income tax expense

Net profit

Other comprehensive income:

Currency translation differences arising from consolidation

Other comprehensive income, net of tax

Total comprehensive income

Profit attributable to:
Equity holders of the Company
Non-controlling interests

Total comprehensive income attributable to:

Equity holders of the Company
Non-controlling interests

Earnings per share attributable to equity holders

of the Company (cents per share)
— Basic

— Diluted

Note 2010 2009
$ $

4 78,488,104 138,457,972

(58,031,337) (108,867,392)

20,456,767 29,590,580

7 435,935 708,946

(1,491,495) (2,156,422)

(13,982,988)  (14,896,930)

8 (1,357,252) (1,528,759)

(257,182) (238,913)

3,803,785 11,478,502

9(a) (1,118,342) (2,645,489)

2,685,443 8,833,013

20,541 (13,352)

20,541 (13,352)

2,705,984 8,819,661

2,725,668 8,565,098

(40,225) 267,915

2,685,443 8,833,013

2,746,209 8,551,746

(40,225) 267,915

2,705,984 8,819,661

10 0.57 2.14

10 0.57 2.13

The accompanying notes form an integral part of these financial statements
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Consolidated Balance Sheets

As at 31 December 2010

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Non-current assets

Trade and other receivables
Investment in associated companies
Investment in subsidiaries
Intangible assets

Property, plant and equipment

Total assets

LIABILITIES

Current liabilities

Trade and other payables
Current income tax liabilities
Borrowings

Non-current liabilities
Borrowings
Deferred tax liabilities

Total Liabilities

NET ASSETS

EQUITY

Capital and reserves attributable to

equity holders of the Company
Share capital
Currency translation reserve
Retained profits

Non-controlling interests
Total equity

Group Company
Note 2010 2009 2010 2009
$ $ $ $
11 24,066,506 19,268,544 10,163,623 5,865,041
12 52,717,042 60,636,658 55,557,623 47,445,198
13 9,824,366 9,020,486 - -
86,607,914 88,925,688 65,721,246 53,310,239
15 - - - 51,382
16 3,694,973 4,152,155 - 200,000
17 - - 12,022,085 9,392,085
18 2,620,554 2,662,818 - -
19 54,923,659 45,791,544 1,401,198 1,017,199
61,239,186 52,606,517 13,423,283 10,660,666
147,847,100 141,532,205 79,144,529 63,970,905
20 25,975,927 40,653,758 3,118,172 8,381,396
1,201,534 3,016,505 - -
21 30,624,158 28,090,539 23,335,618 21,308,250
57,801,619 71,760,802 26,453,790 29,689,646
21 6,618,082 8,437,172 2,304,072 3,206,259
23 989,517 866,372 36,570 -
7,607,599 9,303,544 2,340,642 3,206,259
65,409,218 81,064,346 28,794,432 32,895,905
82,437,882 60,467,859 50,350,097 31,075,000
24 49,651,347 28,909,100 49,651,347 28,909,100
25 (13,044) (33,585) - -
28,171,055 27,695,595 698,750 2,165,900
77,809,358 56,571,110 50,350,097 31,075,000
4,628,524 3,896,749 - -
82,437,882 60,467,859 50,350,097 31,075,000

The accompanying notes form an integral part of these financial statements
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Consolidated Statement of Changes in Equity

For the financial year ended 31 December 2010

Attributable to equity holders of the Company

Currency Non-
Share Retained translation controlling Total
Group Note capital profits reserve Total interests equity
$ $ $ $ $ $

2010
Beginning of financial year 28,909,100 27,695,595 (33,585) 56,571,110 3,896,749 60,467,859
Issue of new shares 21,150,000 - - 21,150,000 - 21,150,000
Share issue expenses (407,753) - - (407,753) - (407,753)
Issuance of shares to

non-controlling interests - - - - 870,000 870,000
Dividends relating to 2009 paid 26 - (2,250,208) - (2,250,208) (98,000) (2,348,208)
Total comprehensive income

for the year - 2,725,668 20,541 2,746,209 (40,225) 2,705,984
End of financial year 49,651,347 28,171,055 (13,044) 77,809,358 4,628,524 82,437,882
2009
Beginning of financial year 16,111,142 21,056,762 (20,233) 37,147,671 3,911,462 41,059,133
Issue of shares 11,800,000 - - 11,800,000 - 11,800,000
Issue of shares under BKM

Performance Share Plan 1,066,200 - - 1,066,200 - 1,066,200
Share issue expenses (68,242) - - (68,242) - (68,242)
Acquisition of a subsidiary - - - - (282,628) (282,628)
Premium paid on acquisition

of non-controlling interest - (2,712) - (2,712) - (2,712)
Dividends relating to 2008 paid 26 - (1,923,553) - (1,923,553) - (1,923,553)
Total comprehensive income

for the year - 8,565,098 (13,352) 8,551,746 267,915 8,819,661
End of financial year 28,909,100 27,695,595 (33,585) 56,571,110 3,896,749 60,467,859

The accompanying notes form an integral part of these financial statements
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Consolidated Statement of Cash Flows

For the financial year ended 31 December 2010

Cash flows from operating activities
Net profit
Adjustments for:
Income tax expense
Allowance for impairment of trade receivables
Allowance for impairment of inventories
Amortisation of intangible assets
Impairment loss on Goodwill
Write-back of allowance for impairment of trade receivables
(Gain)/loss on disposal of property, plant and equipment
Property, plant and equipment written off
Depreciation of property, plant and equipment
Inventories written-down
Share of losses of associated companies
Interest income
Interest expense
Issue of shares under BKM Performance Share Plan

Change in working capital, net of effects from
acquisition of subsidiaries
Inventories and construction work-in-progress
Trade and other receivables
Trade and other payables
Bills payable

Cash flows generated from operations
Interest received

Interest paid

Income tax paid

Net cash flows generated from operating activities

Cash flows from investing activities

Acquisition of subsidiaries, net of cash acquired
Acquisition of an associated company

Acquisition of sole-proprietorship, net of cash acquired
Addition to property, plant and equipment

Proceeds from disposal of property, plant and equipment

Net cash flows used in investing activities
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Note 2010 2009
$ $

2,685,443 8,833,013
1,118,342 2,645,489
915,151 640,996
41,774 1,046,528
18 58,375 61,294
19,810 -
(749,912) (1,010,763)
(22,028) 23,056
401 53,022
19 6,075,977 5,856,359
149,909 519,112
257,182 238,913
(39,481) (5,844)
1,357,252 1,528,759
- 1,037,080
11,868,195 21,467,014
(87,856) 4,874,766
8,734,617 2,800,090
(16,087,231) (2,467,499)
1,511,150 (5,213,418)
5,938,875 21,460,953
39,481 5,844
(1,541,140) (1,619,054)
(2,810,168) (2,665,128)
1,627,048 17,182,615
32 (152,759) (285,340)
- (200,000)
32 (37,879) -
(13,549,913)  (21,215,606)
1,071,629 243,445

(12,668,922)

(21,457,501)




Consolidated Statement of Cash Flows

For the financial year ended 31 December 2010

Cash flows from financing activities

Proceeds from issuance of ordinary shares

Proceeds from issuance of shares to non-controlling interests
Proceeds from borrowings

Repayment of borrowings

Repayment of lease liabilities

Dividends paid to equity holders of the Company

Dividends paid to a non-controlling interest

Net cash flows generated from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents

Beginning of financial year

Effects of currency translation on cash and cash equivalents
End of financial year

Note 2010 2009
$ $

20,742,247 11,760,878
870,000 -
1,342,848 16,939,000
(2,658,553)  (15.199.158)
(2,127,858) (2,301,204)
(2,250,208) (1,923,553)
(98,000) -
15,820,476 9,275,963
4,778,602 5,001,077
11 19,268,544 14,279,830
19,360 (12,363)
11 24,066,506 19,268,544

The accompanying notes form an integral part of these financial statements
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Notes to the Financial Statement

For the financial year ended 31 December 2010

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

These financial statements were authorised for issue in accordance with a resolution of the directors of Beng Kuang
Marine Limited on 21 March 2011.

1 General Information

Beng Kuang Marine Limited (the “Company”) is a limited liability company, which is incorporated in the Republic
of Singapore and publicly traded on the Singapore Exchange. The address of its registered office is 55 Shipyard
Road, Singapore 628141 which is also its principal place of business.

The principal activities of the Company are provision of corrosion prevention services relating to repairing of
ships, tankers and other ocean-going vessels and investment holding. The principal activities of subsidiaries
are shown in Note 17 to the financial statements.

Related parties refer to Drydocks World-Southeast Asia Pte. Limited and its subsidiaries and other entities in
which the Company’s and its subsidiaries’ shareholders or directors exercise significant influence over their
financial and operating policy decisions.

2 Summary of significant accounting policies
2.1 Basis of preparation

These 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.

The preparation of financial statements in conformity with FRS requires management to exercise its
judgement in the process of applying the Group’s accounting policies. It also requires the use of certain
critical accounting estimates and assumptions. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements, are
disclosed in Note 3.

Interpretations and amendments to published standards effective in 2010

On 1 January 2010, the group adopted the new or amended FRS and interpretations to FRS (INT FRS”)
that are mandatory for application from the date. Changes to the Group’s accounting policies have been
made as required, in accordance with the transitional provisions in the respective FRS and INT FRS.
The adoption of these new or amended FRS and INT FRS did not result in substantial changes to the

Group’s and Company accounting policies and had no material effect on the amounts reported for the
current or prior financial years except as disclosed as below:—
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Summary of significant accounting policies (cont’d)
2.1 Basis of preparation (cont’d)

(a) FRS 27 (revised) Consolidated and Separate Financial Statements (effective for annual periods
beginning on or after 1 July 2009)

The revisions to FRS 27 principally change the accounting for transaction with non-controlling
interests. Please refer to Note 2.2(b) for the revised accounting policy on changes in ownership
interest in the current financial year.

As the changes have been implemented prospectively, no adjustments were necessary to any of
the amounts previously recognised in the financial statements. There were no transactions with
non-controlling interests in the current financial year. Accordingly, these changes do not have
any impact on the financial statements for the current financial year.

(b) Amendment to FRS 7 Cash Flow Statements (effective for annual periods beginning on or after
1 January 2010)

Under the amendment, only expenditures that result in recognised assets in the balance sheet can
be classified as investing activities in the statement of cash flows. Previously, such expenditures
could be classified as investing activities in the statement of cash flows.

(c) FRS 103 (revised) Business Combinations (effective for annual periods beginning on or after 1
July 2009)

Please refer to Note 2.2(a)(ii) for the revised accounting policy on business combinations which
the Group has applied for its acquisition of Quill Marine Pte. Ltd. and a sole-proprietorship of
B & K Marine Pte. Ltd. (Note 32).

As the changes have been implemented prospectively, no adjustments were necessary to any of
the amounts previously recognised in the financial statements.

2.2 Group accounting
(a) Subsidiaries
(i) Consolidation

Subsidiaries are entities over which the Group has power to govern the financial and
operating policies so as to obtain benefits from its activities, generally accompanied by
a shareholding giving rise to the majority of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Group controls another entity. Subsidiaries are consolidated from
the date on which control is transferred to the Group. They are de-consolidated from the
date on which control ceases.

In preparing the consolidated financial statements, transactions, balances and unrealised
gains on transactions between group entities are eliminated. Unrealised losses are also
eliminated but are considered an impairment indicator of the asset transferred. Accounting
policies of subsidiaries have been charged where necessary to ensure consistency with
the policies adopted by the Group.
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Summary of significant accounting policies (cont’d)

2.2

Group accounting (cont’d)

(a)

Subsidiaries (cont’d)

(i)

(i)

(iii)

Consolidation (cont’d)

Non-controlling interest are that part of net results of operations and of net assets of a
subsidiary attributable to the interests which are not owned directly or indirectly by the
equity holders of the Company. They are shown separately in the consolidated statement
of comprehensive income, statement of changes in equity and balance sheet. Total
comprehensive is attributed to the non-controlling interests based on their respective
interests in a subsidiary, even if this results in the non-controlling interests having a deficit
balance.

Acquisition of business

The acquisition method of accounting is used to account for business combination by
the Group.

The consideration transferred for the acquisition of a subsidiary comprises the fair value of
the assets transferred, the liabilities incurred and the equity interests issued by the Group.
The consideration transferred also includes the fair value of any contingent consideration
arrangement and the fair value of any pre-existing equity interest in the subsidiary.

Acquisition-related costs are expensed as incurred.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the
acquisition date.

On an acquisition-by-acquisition basis, the Group recognised any non-controlling interest
in the acquiree at the date of acquisition either at fair value or at the non-controlling
interest’s proportionate share of the acquiree’s net identifiable assets.

The excess of the consideration transferred, the amount of any non-controlling interest
in the acquiree and the acquisition-date fair value of any previous equity interest in the
acquiree over the fair value of the net identifiable assets acquired is recorded as goodwill.
Please refer to paragraph “Intangible assets — Goodwill” for the subsequent accounting
policy on goodwill.

Disposals of subsidiaries or businesses

When a change in the Company’s ownership interest in a subsidiary results in a loss
of control over the subsidiary, the assets and liabilities of the subsidiary including any
goodwill are derecognised. Amounts recognised in other comprehensive income in respect
of that entity are also reclassified to profit or loss or transferred directly to retained earnings
if required by a specific Standard.

Any retained interest in the entity is remeasured at fair value. The difference between the
carrying amount of the retained investment at the date when control is lost and its fair
value is recognised in profit or loss.

Please refer to the paragraph “Investments in subsidiaries and associated companies” for
the accounting policy on investments in subsidiaries in the separate financial statements
of the Company.

38 Beng Kuang Marine Limited - annual report 2010



2

Notes to the Financial Statement

For the financial year ended 31 December 2010

Summary of significant accounting policies (cont’d)

2.2

Group accounting (cont’d)

(b)

(c)

Transaction with non-controlling interests

Changes in the Company’s ownership interest in a subsidiary that do not result in a loss of
control over the subsidiary are accounted for as transaction with equity owner of the Group. Any
difference between the changes in the carrying amounts of the non-controlling interest and the
fair value of the consideration paid or received is recognised in a separate reserve within equity
attributable to the equity holders of the Company.

Associated companies

Associated companies are entities over which the Group has significant influence, but not control,
generally accompanied by a shareholding giving rise to voting rights of 20% and above but not
exceeding 50%. Investments in associated companies are accounted for in the consolidated
financial statements using the equity method of accounting less impairment losses, if any.

Investments in associated companies are initially recognised at cost. The cost of an acquisition
is measured at the fair value of the assets given, equity instruments issued or liabilities incurred
or assumed at the date of exchange, plus costs directly attributable to the acquisition. Goodwill
on associated companies represents the excess of the cost of acquisition of the associate over
the Group’s share of the fair value of the identifiable net assets of the associate and is included
in the carrying amount of the investments.

In applying the equity method of accounting, the Group’s share of its associated companies’ post-
acquisition profits or losses are recognised in profit or loss and its share of post-acquisition other
comprehensive income is recognised in other comprehensive income. These post-acquisition
movements and distributions received from the associated companies are adjusted against the
carrying amount of the investment. When the Group’s share of losses in an associated company
equals or exceeds its interest in the associated company, including any other unsecured non-
current receivables, the Group does not recognise further losses, unless it has obligations or has
made payments on behalf of the associated company.

Unrealised gains on transactions between the Group and its associated companies are eliminated
to the extent of the Group’s interest in the associated companies. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment of the asset transferred.
The accounting policies of associated companies have been changed where necessary to ensure
consistency with the accounting policies adopted by the Group.

Gains and losses arising from partial disposals or dilutions in investments in associated companies
are recognised in profit or loss.

Please refer to the paragraph “Investments in subsidiaries and associated companies” for the

accounting policy on investments in associated companies in the separate financial statements
of the Company.

Beng Kuang Marine Limited - annual report 2010 39



2

Notes to the Financial Statement

For the financial year ended 31 December 2010

Summary of significant accounting policies (Cont’d)

2.3

Property, plant and equipment (cont’d)

(a)

(b)

(c)

(d)

Measurement

Property, plant and equipment are initially recognised at cost and subsequently carried at cost
less accumulated depreciation and accumulated impairment losses. The cost of an item of
property, plant and equipment initially recognised includes its purchase price and any cost that
is directly attributable to bringing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management.

Depreciation

Depreciation is calculated using a straight-line method to allocate the depreciable amounts of
property, plant and equipment over their estimated useful lives as follows:

Useful lives
Motor vehicles 10 years
Computers 3 years
Office equipment 10 years
Furniture and fittings 10 years
Forklifts 10 years
Machinery, tools and equipment 2 - 15 years
Air-conditioners 5 years
Yard development 30 years
Leasehold improvement and renovation 3 - 10 years
Leasehold building over the lease period of 20 to 50 years
Leasehold land over the lease period of 30 years
Vessels 15 years

Assets under construction included in property, plant and equipment are not depreciated as these
assets are not yet available for use.

Fully depreciated property, plant and equipment are retained in the financial statements until they
are no longer in use and no further charge for depreciation is made in respect of these assets.

The residual values, useful lives and depreciation method of property, plant and equipment are
reviewed and adjusted as appropriate, at each balance sheet date.

Subsequent expenditure

Subsequent expenditure relating to property, plant and equipment that has already been
recognised is added to the carrying amount of the asset only when it is probable that future
economic benefits associated with the item will flow to the Company and the cost of the item
can be measured reliably. All other repair and maintenance expense is recognised in profit or
loss when incurred.

Disposal

On disposal of an item of property, plant and equipment, the difference between the disposal
proceeds and its carry amount is recognised in profit or loss.
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Summary of significant accounting policies (cont’d)

2.4

2.5

2.6

Intangible assets

(a)

(b)

Goodwill on acquisition

Goodwill on acquisitions of subsidiaries on or after 1 January 2010 represents the excess of
the consideration transferred, the amount of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in the acquiree over the fair value of
the net identifiable assets acquired.

Goodwill on acquisition of subsidiaries prior to 1 January 2010 and associated companies
represents the excess of the cost of the acquisition over the fair value of the Group’s share of
the net identifiable assets acquired.

Goodwill on subsidiaries is recognised separately as intangible assets and carried at cost less
accumulated impairment losses.

Goodwill on associated companies is included in the carrying amount of the investments.

Gains and losses on the disposal of subsidiaries and associated companies include the carrying
amount of goodwill relating to the entity sold, except for goodwill arising from acquisitions prior
to 1 January 2001. Such goodwill was adjusted against retained profits in the year of acquisition
and is not recognised in profit or loss on disposal.

Intellectual property rights

Intellectual property rights acquired in business combinations are measured initially at valuation.
Intellectual property rights not yet available for use are tested for impairment annually or more
frequently if the events and circumstances indicate that the carrying value may be impaired either
individually or at the cash generating unit level. The Company’s existing intellectual property rights
have a finite useful life and are amortised over the period of 8 years on a straight-line basis.

Cash and cash equivalents

For the purpose of presentation in the consolidated statement of cash flows, cash and cash equivalents
include cash on hand and deposits with financial institutions which are subject to an insignificant risk
of change in value.

Investments in subsidiaries and associated companies

Investments in subsidiaries and associated companies are carried at cost less accumulated impairment
losses in the Company’s balance sheet. On disposal of investments in subsidiaries and associated
companies, the difference between disposal proceeds and the carrying amounts of the investments
are recognised in profit or loss.

Beng Kuang Marine Limited - annual report 2010 41



2

Notes to the Financial Statement

For the financial year ended 31 December 2010

Summary of significant accounting policies (Cont’d)

2.7

2.8

Impairment of non-financial assets

Intangible assets
Property, plant and equipment
Investment in subsidiaries and associated companies

Intangible assets, property, plant and equipment, investment in subsidiaries and associated companies
are tested for impairment whenever there is any objective evidence or indication that these assets may
be impaired.

For the purpose of impairment testing, the recoverable amount (i.e. the higher of the fair value less cost
to sell and value-in-use) 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, the recoverable
amount is determined for the CGU to which the asset belongs.

If the recoverable amount of the asset (or CGU) is estimated to be less than its carrying amount, the
carrying amount of the asset (or CGU) is reduced to its recoverable amount. The difference between the
carrying amount and recoverable amount is recognised as an impairment loss in profit or loss.

An impairment loss for an asset other than goodwill 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 this asset is increased to its revised recoverable amount, provided
that this amount does not exceed the carrying amount that would have been determined (net of any
accumulated amortisation or depreciation) had no impairment loss been recognised for the asset in
prior years.

A reversal of impairment loss for an asset other than goodwill is recognised in profit or loss.
Financial assets
(a) Classification

The Group classifies its financial assets as loan and receivables. Loans and receivables are non-
derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They are presented as current assets, except for those expected to be realised later than
12 months after the balance sheet date which are presented as non-current assets. Loans and
receivables are presented as “trade and other receivables” and “cash and cash equivalents” on
the balance sheet.

(b) Recognition and derecognition

Regular way purchases and sales of financial assets are recognised on trade-date — the date on
which the Group commits to purchase or sell the asset.

Financial assets are derecognised when the rights to receive cash flows from the financial assets
have expired or have been transferred and the Group has transferred substantially all risks and
rewards of ownership. On disposal of a financial asset, the difference between the carrying
amount and the sale proceeds is recognised in profit or loss. Any amount in the fair value reserve
relating to that asset is reclassified to profit or loss.

Trade receivables that are factored out to banks and other financial institutions with recourse to
the Group are not derecognised until the recourse period has expired and the risks and rewards
of the receivables have been fully transferred. The corresponding cash received from the financial
institutions is recorded as borrowings.
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Summary of significant accounting policies (cont’d)

2.8

Financial assets (cont’d)

(c)

(d)

(e)

Initial measurement

Financial assets are initially recognised at fair value plus transaction costs except for financial
assets at fair value through profit or loss, which are recognised at fair value. Transaction costs
for financial assets at fair value through profit or loss are recognised immediately as expenses.

Subsequent measurement

Financial assets, both available-for-sale and at fair value through profit or loss are subsequently
carried at fair value. Loans and receivables and financial assets, held-to-maturity are subsequently
carried at amortised cost using the effective interest method.

Changes in the fair values of financial assets at fair value through profit or loss including the
effects of currency translation, interest and dividends, are recognised in profit or loss when the
changes arise.

Interest and dividend income on financial assets, available-for-sale are recognised separately
in income. Changes in the fair values of available-for-sale debt securities (i.e. monetary items)
denominated in foreign currencies are analysed into currency translation differences on the
amortised cost of the securities and other changes; the currency translation differences are
recognised in profit or loss and the other changes are recognised in the fair value reserve.
Changes in fair values of available-for-sale equity securities (i.e. non-monetary items) are
recognised in the fair value reserve, together with the related currency translation differences.

Impairment

The Group assesses at each balance sheet date whether there is objective evidence that a
financial asset or a group of financial assets is impaired and recognises an allowance for
impairment when such evidence exists.

(i) Loans and receivables

Significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy, and default or significant delay in payments are objective evidence that these
financial assets are impaired.

The carrying amount of these assets is reduced through the use of an impairment allowance
account which is calculated as the difference between the carrying amount and the present
value of estimated future cash flows, discounted at the original effective interest rate.
When the asset becomes uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are recognised against the same
line item in profit or loss.

The allowance for impairment loss account is reduced through profit or loss in a subsequent
period when the amount of impairment loss decreases and the related decrease can be
objectively measured. The carrying amount of the asset previously impaired is increased
to the extent that the new carrying amount does not exceed the amortised cost had no
impairment been recognised in prior periods.
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Summary of significant accounting policies (cont’d)

2.9

2.10

2.11

Construction contracts

When the outcome of a construction contract can be estimated reliably, contract revenue and contract
costs are recognised as revenue and expenses respectively by reference to the stage of completion of
the contract activity at the balance sheet date (percentage-of-completion method). When the outcome
of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent of
contract costs incurred that are likely to be recoverable. When it is probable that total contract costs
will exceed total contract revenue, the expected loss is recognised as an expense immediately.

Contract revenue comprises the initial amount of revenue agreed in the contract and variations in the
contract work and claims that can be measured reliably. A variation or a claim is recognised as contract
revenue when it is probable that the customer will approve the variation or negotiations have reached
an advanced stage such that it is probable that the customer will accept the claim.

The stage of completion is measured by reference to the contract costs incurred to date to the estimated
total costs for the contract. Costs incurred during the financial year in connection with future activity
on a contract are excluded from costs incurred to date when determining the stage of completion of a
contract. Such costs are shown as construction contract work-in-progress on the balance sheet unless
it is not probable that such contract costs are recoverable from the customers, in which case, such
costs are recognised as an expense immediately.

At the balance sheet date, the aggregated costs incurred plus recognised profit (less recognised loss)
on each contract is compared against the progress billings. Where costs incurred plus the recognised
profits (less recognised losses) exceed progress billings, the balance is presented as due from customers
on construction contracts within “trade and other receivables”. Where progress billings exceed the
cumulative costs incurred plus recognised profits (less recognised losses), the balance is presented as
due to customers on construction contracts within “trade and other payables”.

Progress billings not yet paid by customers and retentions by customers are included within “trade and
other receivables”. Advances received are included within “trade and other payables”.

Inventories

Inventories relate to trading goods and materials to be used in the rendering of services. Inventories are
stated at the lower of cost (determined on a weighted average basis) and net realisable value.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated
costs necessary to make the sale.

Provision is made for deteriorated, damaged, obsolete and slow-moving stocks.
Trade and other payables

Trade and other payables are initially recognised at fair value, and subsequently carried at amortised
cost using the effective interest method.
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Summary of significant accounting policies (cont’d)

2.12

2.13

2.14

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant
will be received and all attaching conditions will be complied with.

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, it is
probable that an outflow of economic resources will be required to settle the obligation and the amount
of the obligation can be estimated reliably.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate. If it
is no longer probable that an outflow of economic resources will be required to settle the obligation, the
provision is reversed. If the effect of the time value of money is material, provisions are discounted using
a current pre-tax rate that reflects, where appropriate, the risks specific to the liability. When discounting
is used, the increase in the provision due to the passage of time is recognised as a finance cost.

Income taxes

Current income tax for current and prior periods is recognised at the amount expected to be paid
to 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 is recognised for all temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financial statements except when the deferred income tax
arises from the initial recognition of goodwill or an asset or liability in a transaction that is not a business

combination and affects neither accounting nor taxable profit or loss at the time of the transaction.

A deferred income tax asset is recognised to the extent that it is probable that future taxable profit will
be available against which the deductible temporary differences and tax losses can be utilised.

Deferred income tax is measured:
(i) at the tax rates that are expected to apply when the related deferred income tax asset is realised
or the deferred income tax liability is settled, based on tax rates and tax laws that have been

enacted or substantively enacted at the balance sheet date; and

(i) based on the tax consequence that will follow from the manner in which the Group expects, at
the balance sheet date, to recover or settle the carrying amounts of its assets and liabilities.

Current and deferred income tax taxes are recognised as income and expense in the profit or loss.
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2 Summary of significant accounting policies (cont’d)
2.15 Financial guarantees

The Company has issued corporate guarantees to banks for borrowings of its subsidiaries. These
guarantees are financial guarantees as they require the Company to reimburse the banks if the
subsidiaries fail to make principal or interest payments when due in accordance with the terms of their
borrowings.

Financial guarantees are initially recognised at their fair values plus transaction costs in the Company’s
balance sheet.

Financial guarantees are subsequently amortised to profit or loss over the period of the subsidiaries’
borrowings, unless it is probable that the Company will reimburse the bank for an amount higher than
the unamortised amount. In this case, the financial guarantees shall be carried at the expected amount
payable to the bank in the Company’s balance sheet.

Intra-group transactions are eliminated on consolidation
2.16 Borrowings

Borrowings are presented as current liabilities unless the Group has an unconditional right to defer
settlement for at least 12 months after the balance sheet date.

Borrowings are initially recognised at fair value (net of transaction costs) and subsequently carried at
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the borrowings using the effective interest rate
method.

2.17 Borrowing costs

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are directly attributable to
the acquisition, construction or production of that asset. Capitalisation of borrowing costs commences
when the activities to prepare the asset for its intended use or sale are in progress and the expenditures
and borrowing costs are incurred. Borrowing costs are capitalised until the assets are ready for their
intended use or sale.

2.18 Revenue recognition

Sales comprise the fair value of the consideration received or receivable sales of goods and rendering
of services in the ordinary course of the Group’s activities. Sales are presented, net of value-added tax,
rebates and discounts, and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue and related cost can be reliably measured, it
is probable that the collectability of the related receivables is reasonably assured and when the specific
criteria for each of the group activities are met as follows:

(a) Revenue

Revenue from corrosion prevention and infrastructure engineering services are recognised based
on the stage of completion or to the extent of contract costs incurred where it is probable those
costs will be recoverable. The stage of completion for a given project is measured by reference
to the contract costs incurred to date against the estimated total costs for the contract. Revenue
is recognised to the extent of contract costs incurred, in situations where the contract outcome
cannot be reliably measured.
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Summary of significant accounting policies (cont’d)

2.18

2.19

Revenue recognitions (Cont’d)
(a) Revenue (Cont’d)

Please refer to the paragraph “Construction Contracts” for the accounting policy for revenue
from construction contracts.

Supply and distribution revenue is recognised net of goods and services tax and discounts when
goods have been delivered and accepted by the customers. Revenue is not recognised to the
extent where there are significant uncertainties regarding recovery of the consideration due,
associated costs or the possible return of goods.

(b) Rental income
Rental income arising from machinery is accounted for on a straight-line basis over the lease
terms. The aggregate costs of incentives provided to lessees are recognised as a reduction of
rental income over the lease term on a straight-line basis.

(c) Chartering income
Charter income is recognised on a straight-line basis over the charter hire period.

(d) Interest income
Interest income is recognised using the effective interest method.

(e) Dividend income
Dividend income is recognised when right to receive payment is established.

Employee compensation

Employee benefits are recognised as an expense, unless the cost qualifies to be capitalised as an
asset.

(a) Defined contribution plan

The Group participates in the national pension schemes as defined by the laws of the countries
in which it has operations. In particular, the Singapore companies in the Company make
contributions to the Central Provident Fund (CPF), a defined contribution pension scheme in
Singapore. Contributions to defined contribution pension schemes are recognised as an expense
in the period in which the related service is performed.

(b) Performance Share Plan

Employees of the Company receive remuneration in the form of fully paid shares as consideration
for services rendered. The cost of these equity settled transactions with employees is measured
by reference to the fair value of the shares at the date on which the shares are granted. This
cost is recognised in profit or loss, with a corresponding increase in equity. There is no vesting
period for these performance shares.
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Summary of significant accounting policies (cont’d)

2.19 Employee compensation (cont’d)

(c)

Employment leave entitlement

Employee entitlements to annual leave are recognised as a liability when they accrue to
employees. The estimated liability for leave is recognised for services rendered by employees
up to the balance sheet date.

2.20 Share capital

2.21

Proceeds from issuance of ordinary shares are recognised as share capital in equity. Incremental costs
directly attributable to the issuance of ordinary shares are deducted against share capital.

Currency translation

(a)

(b)

(c)

Functional and presentation currency

Iltems included in the financial statements of each entity in the Group are measured using the
currency of the primary economic environment in which the entity operates (“functional currency”).
The financial statements are presented in Singapore Dollar.

Transactions and balances

Transactions in a currency other than the functional currency (“foreign currency”) are translated
into the functional currency using the exchange rates at the dates of the transactions. Currency
translation differences from the settlement of such transactions and from the translation of
monetary assets and liabilities denominated in foreign currencies at the closing rates at the
balance sheet date are recognised in profit or loss.

Translation of Group entities’ financial statements

The results and financial positions of all the Group entities (none of which has the currency of
a hyperinflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

(i) Assets and liabilities are translated at the closing exchange rates at the reporting date;

(i) Income and expenses are translated at average exchange rates (unless the average is not a
reasonable approximation of the cumulative effect of the rates prevailing on the transaction
dates, in which income and expenses are translated using the exchange rates at the dates
of the transactions); and

(iii) All resulting currency translation differences are recognised in the currency translation
reserve.

48 Beng Kuang Marine Limited - annual report 2010



2

Notes to the Financial Statement

For the financial year ended 31 December 2010

Summary of significant accounting policies (cont’d)

222

2.23

2.24

Fair value estimation

The fair values of current financial assets and liabilities carried at amortised cost approximate their
carrying amounts.

The fair values of financial liabilities carried at amortised cost are estimated by discounting the future
contractual cash flows at the current market interest that are available to the Company for similar
financial liabilities.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
Executive Officers whose members are responsible for allocating resources and assessing performance
of the operating segments.

Lease

(a) When the Group is the lessee:

The Group leases land, motor vehicles and certain plant and machinery under finance leases and
land, factories and warehouses under operating leases from non-related parties.

(i) Lessee — Finance leases

Leases where the Group assumes substantially all risks and rewards incidental to ownership
of the leased assets are classified as finance leases.

The leased assets and the corresponding lease liabilities (net of finance charges) under
finance leases are recognised on the balance sheet as plant and equipment and borrowings
respectively, at the inception of the leases based on the lower of the fair value of the leased
assets and the present value of the minimum lease payments.

Each lease payment is apportioned between the finance expense and the reduction of the
outstanding lease liability. The finance expense is recognised in profit or loss on a basis
that reflects a constant periodic rate of interest on the finance lease liability.

(ii) Lessee - Operating leases
Leases where substantially all risks and rewards incidental to ownership are retained by the
lessors are classified as operating leases. Payments made under operating leases (net of
any incentives received from the lessors) are recognised in profit or loss on a straight-line

basis over the period of the lease.

Contingent rents are recognised as an expense in profit or loss when incurred.
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Summary of significant accounting policies (cont’d)

2.24 Lease (cont’d)

(b)

When the Group is the lessor:

The Group leases equipment under finance leases and investment properties under operating
leases to non-related parties.

(ii) Lessor — Operating leases

Leases where the Group retains substantially all risks and rewards incidental to ownership
are classified as operating leases. Rental income from operating leases (net of any
incentives given to the lessees) is recognised in profit or loss on a straight-line basis over
the lease term.

Initial direct costs incurred by the Group in negotiating and arranging operating leases are
added to the carrying amount of the leased assets and recognised as an expense in profit

or loss over the lease term on the same basis as the lease income.

Contingent rents are recognised as income in profit or loss when earned.

2.25 Dividends to Company’s shareholders

Dividends to the Company’s shareholders are recognised when the dividends are approved for
payment.

Critical accounting estimates, assumptions and judgements

Estimates, assumptions and judgements are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

3.1  Critical accounting estimates and assumptions

(a)

(b)

Estimated useful lives and residual values of property, plant and equipment

The Group reviews the appropriateness of the estimated useful lives and residual values of
property, plant and equipment at each balance sheet date. Changes in the expected level of usage
and technological advancements could impact the economic useful lives and residual values of
these assets. Where there is a material change in the estimated useful lives and residual values
of property, plant and equipment, such a change will impact the future depreciation charges in
the financial period in which the change arise.

Estimated impairment of non-financial assets

Goodwill is tested for impairment annually and whenever there is indication that the goodwill may
be impaired. Intangible assets, plant and equipment and investment in subsidiaries and associated
companies are tested for impairment whenever there is any objective evidence or indication that
these assets may be impaired.

The recoverable amounts of these assets and where applicable, cash-generating units, have been
determined based on value-in-use calculations. These calculations require the use of estimates
(Note 18).
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Critical accounting estimates, assumptions and judgements (Cont’d)

3.1

Critical accounting estimates and assumptions (Cont’d)

(c)

(d)

(e)

Impairment of loans and receivables

Management reviews its loans and receivables for objective evidence of impairment yearly.
Significant financial difficulties of the debtor, the probability that the debtor will enter bankruptcy,
and default or significant delays in payments are considered objective evidence that a receivable
is impaired. In determining this, management makes judgement as to whether there is observable
data indicating that there is a significant change in the payment ability of the debtor, or whether
there have been significant changes with adverse effect in the technological, market, economic
or legal environment in which the debtor operates in.

Where there is objective evidence of impairment, management makes judgements as to whether
an impairment loss should be recorded as an expense. In determining this, management uses
estimates based on historical loss experience for assets with similar risk characteristics. The
methodology and assumptions used are reviewed regularly to reduce any differences between
the estimated loss and actual loss experience.

Uncertain tax position

The Group has operations in numerous jurisdictions. Significant judgement is involved in
determining the group-wide 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 recognised liabilities for expected tax issues based on estimates of whether
the tax liabilities would crystalise. 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 provision in the period in which such determination is made. The carrying amount
of the Group’s tax payables and deferred tax liabilities at 31 December 2010 was $1,201,534
(2009:$3,016,505) and $989,517 (2009:$866,372) respectively.

Construction contracts

The Group recognised revenue arising from provision of corrosion prevention and infrastructure
engineering services to the extent of contract costs incurred where it is probable those costs
will be recoverable or based on the stage of completion method. The stage of completion is
measured by reference to the contract costs incurred to date and the estimated total costs for
the contract.

Significant judgement is required in determining the stage of completion, the extent of the
contract cost incurred, the estimated total contract revenue and contract costs, as well as the
recoverability of the contract costs incurred. Total contract revenue also includes an estimation
of the variation works that are recoverable from the customers. In making the judgement, the
Group relies on past experience and historical settlements with the customers.

If the contract costs of uncompleted contracts to be incurred increase/decrease by 10% from

Management’s estimates, the Group’s profit will decrease/increase by $866,637 and $709,066
respectively.
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4 Revenue
Group
2010 2009
$ $
Infrastructure engineering services 16,980,165 57,034,471
Corrosion prevention services 43,883,463 58,278,259
Supply and distribution of products 17,424,717 23,092,660
Shipping and others 199,759 52,582
78,488,104 138,457,972
Expenses by nature
Group
Note 2010 2009
$ $
Purchases 24,760,591 53,595,134
Subcontractor fees 11,266,650 35,488,886
Amortisation of intangible assets 58,375 61,294
Depreciation of property, plant and equipment 6,075,977 5,856,358
Allowance for impairment of trade and other receivables 915,151 640,996
Allowance for impairment of obsolete inventories 41,774 1,046,527
Impairment loss on goodwill 18 19,810 -
Total amortisation, depreciation and impairment 7,111,087 7,605,175
Write-back of allowance for impairment of trade receivables (749,913) (1,010,763)
Inventories written down 149,909 519,112
Employee compensation 6 19,240,603 20,366,581
Rental and repair 4,047,615 2,748,948
Maintenance of equipment and machinery 709,552 503,557
Transport and travelling 1,177,495 1,332,845
Staff accommodation 1,496,196 1,440,309
Office related expenses 720,445 934,774
Others 3,575,590 2,396,186
Total cost of sales, selling and distribution
and administrative expenses 73,505,820 125,920,744
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Employee compensation

Wages and salaries

Employer’s contribution to defined contribution plans
including Central Provident Fund

Other short-term benefits

Share based payments

Other gains - net

Interest income

Gain/(loss) on disposal of property, plant and equipment
Write off of property, plant and equipment

Currency translation loss — net

Government grants

Other income

Finance expenses

Interest expenses

- Bank borrowings

- Bank overdrafts

— Finance lease liabilities
- Bills payable

Group
2010 2009
$ $
16,547,617 16,768,421
900,480 831,580
1,792,506 1,700,380
- 1,066,200
19,240,603 20,366,581
Group
2010 2009
$ $
39,481 5,844
22,028 (23,056)
(401) (53,022)
(122,106) (166,600)
156,717 456,403
340,216 489,377
435,935 708,946
Group
2010 2009
$ $
1,136,146 1,223,316
16,688 56,042
162,899 191,713
41,519 57,688
1,357,252 1,528,759
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9 Income tax expense
Group
2010 2009
$ $

Tax expense attributable to profit is made up of
Current income tax
— Singapore 98,870 1,599,335
— Foreign 944,630 1,004,398

1,043,500 2,603,733
Deferred income tax 105,096 15,651
— (Over)/under provision in prior financial year (30,254) 26,105

1,118,342 2,645,489

The Group has unutilised tax losses and unabsorbed capital allowances of approximately $1,812,906
(2009:$1,578,000) and $20,432 (2009:$38,000) respectively, available for offset against future taxable profits,
subject to the agreement of the tax authorities and compliance with certain provision of the Singapore Income
Tax Act.

The potential deferred tax assets as at 31 December 2010 arising from these unutilised tax losses have not
been recognised in the financial statements in accordance with accounting policy stated in Note 2.14.

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the Singapore
standard rate of income tax as follows:

Group
2010 2009
$ $

Profit before taxation 3,803,785 11,478,502
Tax at the applicable tax rate of 17% (2009:17%) 646,644 1,951,435
Effects of

— expenses not deductible for tax purposes 212,557 396,171
— income not subject to tax (25,397) (77,588)
— reduction in tax rate - (35,905)
— tax exemption and rebates (96,837) (270,358)
— different tax rate in foreign jurisdictions 274,592 468,136
— utilisation of previously unrecognised tax losses - (1,201)
— deferred tax assets not recognised 52,817 87,599
— (over)/under provision of current tax in respect of prior years (49,965) 118,738
— (over)/under provision of deferred tax in respect of prior years (30,254) 26,105
— share of loss of associated companies 43,721 40,615
— others 90,464 (58,258)
Tax charge 1,118,342 2,645,489
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Earnings per share

a)

b)

Basic earnings per share

Earning per ordinary share amounts are calculated by dividing profit for the year that is attributable to
ordinary equity holders of the Company by the weighted average number of ordinary shares outstanding
during the year.

Group
2010 2009
$ $
Profit attributable to ordinary equity holders of the Company 2,725,668 8,565,098

Number of shares

2010 2009
Weighted average number of ordinary shares for
basic earnings per share 481,332,036 399,633,976
2010 2009
Basic earning per share (cents per share) 0.57 2.14

Diluted earning per shares

Diluted earnings per share amounts are calculated by dividing profit for the year that is attributable to
ordinary equity holders of the Company by the weighted average number of ordinary shares outstanding
during the financial year plus the weighted average number of ordinary shares that would be issued on
the conversion of all the diluted potential ordinary shares into ordinary shares. The Company only has
one category of dilutive potential ordinary shares — share options.

Potential ordinary shares are anti-dilutive when their conversion to ordinary shares would decrease
earnings per share or increase loss per share. The calculation of diluted earnings per share does not
assume conversion, exercise, or other issue of potential ordinary share that would have an anti-dilutive
effect on earnings per share.

For share options, the weighted average number of shares on issue has been adjusted as if all dilutive
options were exercised. The number of shares that could have been issued upon the exercise of all
dilutive share options less the number of shares that could have been issued at fair value (determined
as the Company’s average share price for the financial year) for the same total proceeds is added to
the denominator as the number of shares issued for no consideration. No adjustment is made to the
net profit.

Group
2010 2009
$ $
Net profit attributable to ordinary equity holders of the Company 2,725,668 8,565,098
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10 Earnings per share (Cont’d)

b) Diluted earning per shares (Cont’d)

Number of shares

2010 2009
Weighted average number of ordinary shares for

basic earnings per share 481,332,036 399,633,976
Adjustment for — Share option = 1,570,000
481,332,036 401,203,976

2010 2009

Diluted earnings per shares (cents per share) 0.57 2.13

11 Cash and cash equivalents
Company
2010 2009

$ $
Cash at bank and on hand 12,733,275 18,286,496 2,159,771 5,865,041
Short-term bank deposits 11,333,231 982,048 8,003,852 =
24,066,506 19,268,544 10,163,623 5,865,041

Acquisition of businesses

Please refer to Note 32 for the effects of acquisition of subsidiaries on the cash flows of the Group.
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Trade and other receivables

Group Company
2010 2009 2010 2009
$ $ $ $
Trade receivables
— Subsidiaries - - 4,189,063 3,701,676
— Related parties 17,967,120 22,422,904 4,372,764 6,479,685
— Non-related parties 19,755,133 21,909,487 - -
37,722,253 44,332,391 8,561,827 10,181,361
Less: Allowance for impairment of
receivables — Non-related parties (787,182) (826,281) - -
Trade receivables — net 36,935,071 43,506,110 8,561,827 10,181,361
Construction contracts
— Due from customers (Note 14) 13,286,971 12,761,241 2,364,973 3,094,641
— Retentions (Note 14) 191,655 1,230,032 - -
13,478,626 13,991,273 2,364,973 3,094,641
Other receivables
— Associated companies 2,424 81,697 218 68,000
— Subsidiaries - - 44,232,449 33,630,568
— Related parties 36 17,209 - 17,209
— Non-related parties 1,071,059 1,592,877 398,156 452,521
1,073,519 1,691,783 44,630,823 34,168,298
Deposits 969,296 447,760 - -
Prepayments 260,530 999,732 - 898
52,717,042 60,636,658 55,557,623 47,445,198

The non-trade amounts due from associated companies, subsidiaries and related parties are unsecured,
interest-free and repayable on demand except for:—

i) An amount due from certain subsidiaries of $5,990,302 (2009: $11,544,120) which bear floating rate of
interest at 1.04% to 4.87% (2009: 0.78% to 3.36%) per annum and is repayable on demand.

ii) An amount due from certain subsidiaries of $3,183,819 (2009: $1,777,032) which bear floating rate of
interest at 5.00% to 6.80% (2009: 5.00% to 6.80%) per annum and is repayable on demand.
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Inventories
Group Company
2010 2009 2010 2009
$ $ $ $
Raw materials 1,802,226 718,820 - -
Trading goods 8,022,140 8,301,666 - -

9,824,366 9,020,486 = =

The cost of inventories recognised as an expense and included in “Cost of sales” amounts to $19,745,370
(2009: $31,721,984)

Construction contracts

Group Company
2010 2009 2010 2009
$ $ $ $
Aggregate costs incurred and profits recognised
(less losses recognised) to date on
uncompleted construction contracts 49,447,232 78,521,242 9,681,383 19,140,547
Less: Progress billings (40,889,142) (69,278,031) (7,316,410) (16,860,906)

8,558,090 9,243,211 2,364,973 2,279,641

Presented as:-
Due from customers on construction contracts

(Note 12) 13,286,971 12,761,241 2,364,973 3,094,641
Due to customers on construction contracts
(Note 20) (4,728,881) (3,518,030) - (815,000)

8,558,090 9,243,211 2,364,973 2,279,641

Retentions on construction contracts (Note 12) 191,655 1,230,032 - -

191,655 1,230,032 = =

Trade receivables — Non-current

Company
2010 2009
$ $
Trade receivables — Subsidiaries - 51,382

Trade amount due from subsidiaries is unsecured, bear interest rate of Nil% (2009: 6.80%) per annum and is
not expected to be repaid within the next 12 months.
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Investment in associated companies

Group Company
2010 2009 2010 2009
$ $ $ $

Equity investments at cost

Beginning of financial year 4,152,155 4,616,573 200,000 -
Acquisition of an associated company - 200,000 - 200,000
Transferred to equity interest in a subsidiary (200,000) - (200,000) -
Share of losses (257,182) (664,418) - -
End of financial year 3,694,973 4,152,155 - 200,000

The summarised financial information of associated companies, not adjusted for the proportion ownership
interest held by the Group, is as follows:—

Group
2010 2009
$ $
— Assets 9,678,352 11,024,125
— Liabilities (102,976) (150,209)
— Revenue - 28,602
— Net loss 684,855 588,901
Details of the associated companies as at 31 December are as follows:
Country of
business/
Name of companies Principal activities incorporation Equity holding
2010 2009
% %
Held by Water and Environmental Technologies (WET) Pte. Ltd.
NewEarth Pte. Ltd.® Solid waste Singapore 20.4 20.4
management
NewEarth Singapore Pte. Ltd.™ Solid waste Singapore 14.7 14.7
management

M Audited by KPMG LLP Singapore
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17 Investment in subsidiaries
Company
2010 2009
$ $
Equity investments at cost
Beginning of financial year 9,392,085 8,980,971
Transferred from equity interest in an associated company 200,000 -
Additions 2,430,000 411,114
End of financial year 12,022,085 9,392,085

Details of the subsidiaries as at 31 December are as follows:

Country of
Principal business/
Name of companies activities incorporation

Equity holding

Cost of investment

Significant subsidiaries held by Company

Nexus Sealand Supply and Singapore
Trading Pte Ltd distribution of
products

Asian Sealand Engineering Provision of Singapore
Pte Ltd @ infrastructure

engineering

services

PT Nexus Engineering Provision of Indonesia
Indonesia © infrastructure

engineering

services

PT Master Indonesia @ Supply and Indonesia
distribution of
products

B & J Marine Pte. Ltd. ™ Provision of Singapore
hydro-jetting
and tank
cleaning
services

B & K Marine Pte. Ltd. @ Provision of Singapore
corrosion
prevention
services
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17

Investment in subsidiaries (Cont’d)

Name of companies

Principal
activities

Country of
business/
incorporation

Equity holding

Cost of investment

Significant subsidiaries held by Company

Beng Kuang Marine
(B&Chew) Pte. Ltd.

Beng Kuang Marine
(B&M) Pte. Ltd.

Beng Kuang Marine
(B&Y) Pte. Ltd. @

Nexus Hydrotech Pte. Ltd. ™

ASIC Engineering Sdn Bhd @

Venture Automation &
Electrical Engineering
Pte. Ltd. @

Pangco Pte. Ltd.

Provision of
corrosion
prevention
services

Provision of
corrosion
prevention
services

Provision of
corrosion
prevention
services

Provision of
corrosion
prevention
services
(utilising
hydro-jetting
machines)

Provision of
infrastructure
engineering
services

Provision
of industrial
and marine
automation
works

Provision of
corrosion
prevention
services

Singapore

Singapore

Singapore

Singapore

Malaysia

Singapore

Singapore

2010
%

100

100

100

80

100

51

51

2009
%

100

100

100

80

100

51

51

2010
$

100,000

100,000

100,000

80,000

43,479

102,000

51

2009
$

100,000

100,000

100,000

80,000

43,479

102,000

51
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17 Investment in subsidiaries (Cont’d)

Name of companies

Principal
activities

Country of
business/
incorporation

Equity holding

Cost of investment

Significant subsidiaries held by Company

Water and Environmental
Technologies (WET)
Pte. Ltd. @

Asian Sealand Automation

Pte. Ltd. @

PT Nexelite CP Indonesia @

Drako Shipping Pte. Ltd. M@

Quill Marine Pte. Ltd. W™

Ocean Eight Shipping
Pte Ltd M®

Provision of
research and
development,
and solution
for waste
management

Provision of
automated
engineering
services

Provision of
corrosion
prevention
services

Provision
of freight
transport
services

Rental and
sales of
wet blasting
machines
and related
business

Provision
of freight
transport
services
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Singapore

Singapore

Indonesia

Singapore

Singapore

Singapore

2010
%

51

100

100

85

100

70

2009
%

51

100

100

100

50

2010 2009
$ $
5,711,465 5,711,465
258,855 258,855
280,000 280,000
510,000 100,000
400,000 =
1,820,000 =
12,022,085 9,392,085
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Investment in subsidiaries (Cont’d)

Country of
business/
Name of companies Principal activities incorporation Equity holding
2010 2009
Held by Nexus Sealand Trading Pte Ltd
BT Asia Marketing & Trading of copper slag Singapore 100 100
Engineering Pte Ltd @ and waste management
Picco Enterprise Pte. Ltd. Supply and distribution Singapore 100 100
of products
Onehub Tank Coating Pte. Ltd. Provision for internal Singapore 100 100
tank coating services
Held by Water and Environmental Technologies (WET) Pte. Lid.
Pureflow Pte. Ltd. @ Provision of water and Singapore 51 51
waste water treatment,
recycling, consultancy
and management services
Asia Recovery Centre Pte. Ltd. Provision of water, waste Singapore 510 516©
treatment and oilfield
chemical
Held by Pangco Pte Ltd
PT Berger Batam @ Provision of corrosion Indonesia 514 514
prevention services
M Audited by Nexia TS Public Accounting Corporation.
@ Audited by Nexia TS Public Accounting Corporation for consolidation purpose.
@ Audited by Ernst & Young Malaysia.
@ 1% of the shareholding is held in trust for the Group by an employee of the Group.
® Audited by Kantor Akuntan Publik Charles & Nurlena, Indonesia.
® 100% of the shareholding is held by Pureflow Pte. Ltd.
@ An associated company in previous financial year.
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17 Investment in subsidiaries (Cont’d)

@ On 17 August 2010, the Subsidiary increased its issued and paid up capital from $100,000 to $600,000. The Company
subscribed 410,000 ordinary shares issued by the Subsidiary for a consideration of $410,000. Subsequently, the
Company holds 85% of equity interest in the Subsidiary.

® On 19 May 2010, the Company incorporated the Subsidiary with an initial issued and paid up capital $2. On 26 July
2010, the Subsidiary increased its issued and paid up capital to $20,000. The Company subscribed 9,998 ordinary
shares issued by the Subsidiary for a consideration of $9.998. Subsequently, the Company holds 50% of the equity
interest in the Subsidiary. On 22 December 2010, the Subsidiary further increased its issued and paid up capital
to $2,600,000. The Company subscribed 1,810,000 ordinary shares issued by the Subsidiary for a consideration of
$1,810,000. Subsequently, the Company holds 70% of the equity interest in the Subsidiary.

18 Intangible assets
Intellectual
Group property
2010 Goodwill rights Total
$ $ $
Cost:
Beginning of financial year 2,268,787 467,000 2,735,787
Acquisition of businesses 35,921 - 35,921
End of financial year 2,304,708 467,000 2,771,708
Accumulated amortisation:
Beginning of financial year - 72,969 72,969
Amortisation charge - 58,375 58,375
Impairment charge 19,810 - 19,810
End of financial year 19,810 131,344 151,154
Net book value 2,284,898 335,656 2,620,554
Intellectual
Group property
2009 Goodwill rights Total
$ $ $
Cost:
Beginning and end of financial year 2,268,787 467,000 2,735,787
Accumulated amortisation:
Beginning of financial year - 11,675 11,675
Amortisation charge - 61,294 61,294
End of financial year - 72,969 72,969
Net book value 2,268,787 394,031 2,662,818
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18 Intangible assets (Cont’d)

a)

b)

Intellectual property rights

The Group holds two patent applications, namely Nano-Structured Photocatalytic Oxidation Process
and Rotating Flow Membrane. Patents are amortised 8 years from the date of commercialisation and
have a remaining amortisation period of 5 years (2009: 6 years). As at 31 December 2010, the carrying
amounts of these patents were $335,656 (2009: $394,031).

Impairment testing of goodwill

Goodwill acquired through business combinations has been allocated to environment and resources as
a cash generating unit for impairment testing. The recoverable amount for the cash generating unit is
determined based on a value-in-use calculation using cash flow projections based on financial budgets
by management covering a five-year period.

The following describes each key assumption in which management has based its cash flow projections
to undertake impairment testing of goodwill:

o Forecasted completion of plant in FY2011 and commencement of operating and sales activities
in fourth quarter of FY2011;

o Budgeted sales of approximately $800,000 in FY2011. Sales is forecasted to increase to
approximately $7,600,000 in FY2012 and by 14% in FY2013, 7% in FY2014 and 3% in
FY2015;

o Costs of sales of approximately $500,000 in FY2011. Cost of sales is forecasted to increase
to approximately $4,000,000 in FY2012 and by 10% in FY2013 and thereafter 3% annually to
FY2015;

° Capital expenditure of approximately $15,800,000 in FY2011; and

° Long term growth rates of 3% and weighted average costs of capital of approximately 9%.
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19 Property, plant and equipment (cont’d)

a) Assets held under finance lease

The carrying amount of motor vehicles, forklifts and machinery, tools and equipment held under finance
lease amounting to $1,126,142 (2009: $536,803), $254,497 (2009: $171,000) and $5,549,902 (2009:

$6,345,269) respectively.

For the purpose of the consolidated statement of cash flows during the financial year, the Group acquired
fixed assets with an aggregate cost of $16,256,913 (2009: $21,215,606) of which $2,707,000 (2009: Nil)
were acquired under finance leases and cash payments of $13,549,913 (2009: $21,215,606).

b) Assets pledged as security

The Group’s leasehold building with carrying amount of $7,163,262 (2009: $7,319,475) is mortgaged to

secure the Group’s bank borrowings (Note 21).

20 Trade and other payables

Group Company
2010 2009 2010 2009
$ $ $ $
Trade payables
— Subsidiaries - - 211,384 3,667,391
— Related parties 27,334 1,853,463 181,283 305,842
— Non-related parties 11,536,234 19,710,962 56,678 88,020
11,563,568 21,564,425 449,345 4,061,253
Construction contracts
— Due to customers (Note 14) 4,728,881 3,518,030 - 815,000
Other payables
— Subsidiaries - - 445,751 385,959
— Related parties - 289,465 - =
— Non-related parties 2,230,589 1,742,852 775,932 652,441
2,230,589 2,032,317 1,221,683 1,038,400
Other accruals for operating expenses 7,452,889 13,538,986 1,447,144 2,466,743
25,975,927 40,653,758 3,118,172 8,381,396

The non-trade amounts due to subsidiaries and related parties are unsecured, interest-free and repayable on

demand.
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Borrowings

Current

Bank borrowings

Bills payable

Finance lease liabilities (Note 22)

Non-current
Bank borrowings
Finance lease liabilities (Note 22)

Total borrowings

Group Company
2010 2009 2010 2009
$ $ $ $
26,774,513 25,491,722 22,584,411 21,258,254
2,467,064 955,914 553,959 -
1,382,581 1,642,903 197,248 49,996
30,624,158 28,090,539 23,335,618 21,308,250
4,961,335 7,619,889 1,875,000 3,125,000
1,656,747 817,283 429,072 81,259
6,618,082 8,437,172 2,304,072 3,206,259
37,242,240 36,527,711 25,639,690 24,514,509

The exposure of the borrowings of the Group and of the Company to interest rate changes and the contractual
repricing dates at the balance sheet date are as follow:—

6 months or less
6 — 12 months

1 -5 years

Over 5 years

a) Security granted

Group Company
2010 2009 2010 2009
$ $ $ $

28,566,936 25,913,218 22,606,428 20,650,462
2,057,222 2,177,321 729,189 657,789
6,618,082 8,423,704 2,304,073 3,206,259
- 13,468 - -
37,242,240 36,527,711 25,639,690 24,514,510

Total borrowings included secured liabilities $6,250,409 (2009: $6,576,882) and $626,320 (2009:
$131,256) for the Group and the Company respectively. Bank borrowings of the Group are secured over
a leasehold building. Finance lease liabilities of the Group and the Company are effectively secured over
the leased motor vehicles and machineries (Note 22), as the legal title is retained by the lessor and will
be transferred to the Group and the Company upon full settlement of the finance lease liabilities.
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21 Borrowings (Cont’d)

b) Fair value of non-current borrowings
Group Company
2010 2009 2010 2009
$ $ $ $
Bank borrowings 5,045,421 7,571,515 1,880,819 3,104,187
Finance lease liabilities 1,755,300 873,390 429,072 86,555

The fair value above are determined from the cash flow analyses, discounted at market borrowing rates
of an equivalent instrument at the balance sheet date which the director expect to be available to the
Group and the Company as follows:

Group Company
2010 2009 2010 2009
% % % %
Bank borrowings 5.5 6.0 85 6.0
Finance lease liabilities 2.08-3.50 3.20-3.50 &8 3.5

22 Finance lease liabilities

The Group and the Company leases certain motor vehicles and machineries from non-related parties under
finance leases. The lease agreements do not have renewal clauses but provided the Group and the Company
with option to purchase the leased assets at nominal values at the end of the lease term.

Group Company
2010 2009 2010 2009
$ $ $ $

Minimum lease payment due
— Not later than one year 1,500,333 1,778,292 212,964 54,756
— Between one and five years 1,811,110 876,749 461,607 88,995
— Later than five years - 15,613 - -

3,311,443 2,670,654 674,571 143,751
Less: Future finance charges (272,115) (210,468) (48,251) (12,496)
Present value of finance lease liabilities 3,039,328 2,460,186 626,320 131,255
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Finance lease liabilities (Cont’d)

The present value of finance lease liabilities are analysed as follow:—

Group Company
2010 2009 2010 2009
$ $ $ $
Not later than one year (Note 21) 1,382,581 1,642,903 197,248 49,996
Later than one year (Note 21)
— Between one and five years 1,656,747 803,815 429,072 81,259
— Later than five years - 13,468 - -
1,656,747 817,283 429,072 81,259
Total 3,039,328 2,460,186 626,320 131,256
Deferred tax liabilities
Group Company
2010 2009 2010 2009
$ $ $ $
Deferred income tax liabilities
— To be settled after one year 989,517 866,372 36,570 -
The movement in deferred tax account is as follow:—
Accelerated
tax
Group depreciation Provision Tax losses Other Total
$ $ $ $ $
2010
Beginning of financial year 964,439 (25,202) (72,865) - 866,372
Currency translation differences 18,049 - - - 18,049
Charged/(credited) to
— profit or loss 10,325 (20,293) 115,064 - 105,096
End of financial year 992,813 (45,495) 42,199 - 989,517
2009
Beginning of financial year 967,295 (113,812) - (28,100) 825,383
Currency translation differences 25,338 - - - 25,338
Charged/(credited) to
— profit or loss (28,194) 88,610 (72,865) 28,100 15,651
End of financial year 964,439 (25,202) (72,865) - 866,372
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23 Deferred tax liabilities (Cont’d)

Accelerated

tax
Company depreciation Provision Tax losses Other Total
$ $ $ $ $

2010
Beginning of financial year 89,407 (16,542) (72,865) - -
Charged/(credited) to

— profit or loss (27,247) (3,398) 67,215 - 36,570
End of financial year 62,160 (19,940) (5,650) - 36,570
2009
Beginning of financial year 97,600 (14,500) - - 83,100
Charged/(credited) to

— profit or loss (8,193) (2,042) (72,865) - (83,100)
End of financial year 89,407 (16,542) (72,865) - -

24 Share capital
Group and Company
2010 2009
No. of shares $ No. of shares $

Beginning of the financial year 441,041,625 28,909,100 384,710,625 16,111,142
Shares issued 99,000,000 21,150,000 51,000,000 11,800,000
Shares issued under BKM

Performance Share Plan - - 5,331,000 1,066,200
Share issue expenses - (407,753) - (68,242)
End of financial year 540,041,625 49,651,347 441,041,625 28,909,100

The holders of ordinary shares are entitled to receive dividend as and when declared by the Company. All
ordinary shares carry one vote per share without restrictions. The ordinary shares have no par value.

On 7 September 2009, the Company entered into a subscription agreement with subscribers for the issuance
of 38,000,000 ordinary shares at an issued price of $0.225 per share. For a consideration of $1 payable by
each subscriber, the Company further granted the subscribers call options to subscribe for another 38,000,000
ordinary shares at an exercise price of $0.25 per option share. On 22 January 2010, 9,000,000 option shares
were exercised by the subscribers at an exercise of $0.25 per option share. As at 31 December 2010, the
subscribers had exercised options for 22,000,000 ordinary shares and as at that date, there were unexercised
options for 16,000,000 ordinary shares.

During the financial year, the Company issued 99,000,000 new ordinary shares arising from:

(i) Issuance of 9,000,000 ordinary shares to subscribers of the call options as described above at an
exercise price of $0.25 per ordinary share. The newly issued ordinary shares rank pari passu in all
respects with the previously issued shares.

(i) Issuance of 90,000,000 ordinary shares at $0.21 per ordinary share pursuant to a Placement Agreement

dated 16 August 2010. The newly issued ordinary shares rank pari passu in all respects with the
previously issued shares.
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Currency translation reserve

Beginning of financial year

Net currency translation difference of
financial statement of foreign subsidiaries

End of financial year

Currency translation reserve is non-distributable.

Dividends

Ordinary dividends paid

Final dividends paid in respect of the previous financial year of

0.50 cents (2009:0.50 cents) per share

At the Annual General Meeting on 19 April 2011, a final dividend of 0.15 cents per share amounting to total
of $810,062 will be recommended. These financial statements do not reflect this dividend, which will be
accounted for in shareholders’ equity as an appropriation of retained profits in the financial years ending 31

December 2011.

Financial guarantees

The Company has issued corporate guarantees to banks for borrowings of certain subsidiaries. These bank
borrowings amount to $4,524,568 (2009:$5,914,957). The fair values of the corporate guarantees have not
been recognised in the financial statements in the Company as the amounts involved are not material to the

Group
2010 2009
$ $
(33,585) (20,233)
20,541 (13,352)
(13,044) (83,585)

Group and Company

2010 2009
$ $
2,250,208 1,923,553

Company and has no significant impact on the consolidated financial statements of the Group.
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Commitments

a)

Capital commitments

Capital commitment contracted for at the balance sheet date but not recognised in the financial
statement are as follows:-

Group
2010 2009
$ $
Property, plant and equipment 2,885,567 322,625

Operating lease commitments

The Group lease office premises and workers’ accommodation from non-related parties under
non-cancellable operating lease arrangements. These leases have varying terms, escalation clauses
and renewal right.

The future minimum lease payables under non-cancellable operating leases contracted for at the balance
sheet date but not recognised as liabilities, are as follows:-

Group Company
2010 2009 2010 2009
$ $ $ $
Not later than one year 191,384 147,003 480,000 480,000
Between one and five years 573,044 588,011 960,000 1,440,000
Later than five years - 98,002 - -
764,428 833,016 1,440,000 1,920,000

Financial risk management

The Group is exposed to financial risks arising from its operations and the use of financial instruments.
Though the Group does not have written risk management policies and guidelines, the Audit Committee and
the Board of Directors meet periodically to review and analyse the Group’s exposure to credit risks, major
changes in interest rates and the fluctuation of foreign currency exchange rates. The Group does not hold or
issue derivative financial instruments for trading purposes.

The Group adopts a conservative strategy on managing its financial risks, thus, the exposure to market risk
is kept at a minimum level. The Board reviews and agrees on policies for managing each of these risks and
they are summarised below.
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Financial risk management (Cont’d)

a)

Market risk

(i)

Currency risk

The Group operates in South East Asia with dominant operations in Singapore, Indonesia and
Malaysia. Currency risk arises when transactions are denominated in foreign currencies such as
Indonesian Rupiah (“IDR”) and United States Dollar (“USD”). The Group’s exposure to foreign
exchange risk is not considered as significant by management and the risk is primarily managed
by natural hedges of matching assets and liabilities denominated in foreign currencies. The Group
closely monitors the foreign exchange risk and will consider hedging significant foreign currency
exposure should the need arise in future.

The Group’s currency exposure based on the information provided to key management is as

follows:

At 31 December 2010

Financial assets
Cash and

cash equivalents
Trade and

other receivables

Financial liabilities
Borrowings
Trade and

other payables

Net financial
assets/(liabilities)

Add: Net non-
financial assets

Net assets

Currency profile
including non-
financial assets
and liabilities

Currency exposure
of financial assets/
(liabilities) net of
those denominated
in the respective
entities functional
currencies

SGD UsD IDR Other Total
16,385,284 612,556 5,025,837 2,042,829 24,066,506
50,494,631 1,967,543 249,039 5,829 52,717,042
66,879,915 2,580,099 5,274,876 2,048,658 76,783,548

(34,593,892) (2,618,526) - (29,822) (37,242,240)
(24,278,092) (166,640)  (1,268,572) (262,623) (25,975,927)
(58,871,984) (2,785,166) (1,268,572) (292,445) (63,218,167)
8,007,931 (205,067) 4,006,304 1,756,213 13,565,381

69,884,854 - (1,052,507) 40,155 68,872,502
77,892,785 (205,067) 2,953,797 1,796,368 82,437,883
77,892,785 (205,067) 2,953,797 1,796,368 82,437,883

- - (28,672,119 670,048 (23,002,072)
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29 Financial risk management (Cont’d)
a) Market risk (Cont’d)
(i) Currency risk (Cont’d)
SGD UsSD IDR Other Total

At 31 December 2009
Financial assets
Cash and cash

equivalents 14,807,513 2,044,449 577,570 1,839,012 19,268,544
Trade and other

receivables 57,039,918 1,827,458 48,707 1,720,575 60,636,658

71,847,431 3,871,907 626,277 3,559,587 79,905,202

Financial liabilities
Borrowings (83,678,694) (2,812,223) - (36,794) (36,527,711)
Trade and

other payables (87,475,531) (1,735,935) (1,050,595) (391,697) (40,653,758)

(71,154,225) (4,548,158) (1,050,595) (428,491) (77,181,469)

Net financial assets/

(liabilities) 693,205 (676,250) (424,318) 3,131,096 2,723,733
Add: Net non-financial

assets 59,239,362 - (1,428,161) (67,075) 57,744,126
Net assets 59,932,567 (676,250) (1,852,479) 3,064,021 60,467,859
Currency profile

including non-

financial assets

and liabilities 59,932,567 (676,250) (1,852,479) 3,064,021 60,467,859

Currency exposure
of financial assets/
(liabilities) net of
those denominated
in the respective
entities functional
currencies

(18,840,665)

1,065,147  (17,775,519)
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Financial risk management (Cont’d)
a) Market risk (Cont’d)

(i) Currency risk (Cont’d)

If the IDR and USD change against the SGD by 7% (2009: 5%) and 7% (2009: 3%) respectively
with all other variable including tax rate being held constant, the effect arising from the net

financial liability/asset position will be as follow:

IDR against SGD
— Strengthened
— Weakened

USD against SGD

— Strengthened
— Weakened

(ii) Interest rate risk

2010 2009
Profit Profit
after tax after tax
$ $

39 (3)

(39) 3
(17,647) (25,585)
17,647 25,585

The Group’s exposure to interest rate risks relates primarily to interest earning financial assets
and interest bearing financial liabilities. Interest rate risk is managed by the Group on an ongoing
basis with the primary objective of limiting the extent to which net interest expense could be

affected by an adverse movement in interest rates.

The Group obtains additional financing through bank borrowings and leasing arrangements. The
Group’s policy is to obtain the most favourable interest rates available in the market.
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29 Financial risk management (Cont’d)
a) Market risk (Cont’d)

(ii) Interest rate risk (Cont’d)

Within Within 2 to More than

1 year 5 years 5 years Total
$ $ $ $

Group
2010
Fixed rate
Finance lease 1,375,377 1,663,951 - 3,039,328
Long-term loans 1,752,716 2,691,336 - 4,444,052
Floating rate
Fixed deposits 11,333,231 - - 11,333,231
Short-term bank loans 24,080,717 - - 24,080,717
Long-term loan 941,081 2,270,000 - 3,211,081
Bills payable to banks 2,467,063 - - 2,467,063
2009
Fixed rate
Finance lease 1,642,903 803,815 13,468 2,460,186
Long-term loans 1,743,163 4,437,889 - 6,181,052
Floating rate
Fixed deposits 982,048 - - 982,048
Short-term bank loans 22,813,863 - - 22,813,863
Long-term loan 934,696 3,182,000 - 4,116,696
Bills payable to banks 955,914 - - 955,914
Company
2010
Fixed rate
Finance lease 626,320 - - 626,320
Long-term loan 1,255,565 1,875,000 - 3,130,565
Floating rate
Fixed deposits 8,003,852 - - 8,003,852
Short-term bank loans 21,328,845 - - 21,328,845
Bills payable to banks 553,959 - - 553,959
2009
Fixed rate
Finance lease 49,996 81,259 - 131,255
Long-term loan 1,257,791 3,125,000 - 4,382,791
Floating rate
Short-term bank loans 20,000,463 - - 20,000,463
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Financial risk management (Cont’d)

a)

Market risk (Cont’d)
(i) Interest rate risk (Cont’d)
For the variable rate financial assets and liabilities, a change of 100 basis points (bp) in the interest

rate at the reporting date would increase/(decrease) profit or loss by the amount shown below.
This analysis assumes that all variables, in particular, foreign currency rate, remain constant.

Group Company
100 bp 100 bp 100 bp 100 bp
Increase Decrease Increase Decrease
$ $ $ $
2010
Floating rate instruments
Singapore Dollar (234,772) 234,772 (170,095) 170,095
United States Dollar (26,185) 26,185 - -
Malaysian Ringgit 12,148 (12,148) — —
Indonesia Rupiah 20,112 (20,112) - -
2009
Floating rate instruments
Singapore Dollar (248,698) 248,698 (200,005) 200,005
United States Dollar (28,134) 28,134 - -
Malaysian Ringgit 7,788 (7,788) - -
Credit risk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty
default on its obligations. The Group has a credit policy in place and the exposure to credit risk is
monitored on an on-going basis through the application of credit approvals, credit limits and debt
monitoring procedures. Where appropriate, the Company and its subsidiaries obtain guarantee from
the customer or arrange netting agreements. For customer of lower credit standing, the Group would
usually enforce to transact in cash terms, advance payments and letters of credit.

The credit risk for trade receivables based on the information provided by management is as follows:

Group
2010 2009
$ $
By geographical areas
Singapore 22,833,092 26,672,341
Indonesia 14,096,149 15,116,550
Malaysia 5,830 1,717,219

36,935,071 43,506,110

By types of customers
Non-related parties 19,009,525 21,083,206
Related parties 17,925,546 22,422,904

36,935,071 43,506,110
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29 Financial risk management (Cont’d)

b) Credit risk (Cont’d)

(i) Financial assets that are neither past due nor impaired

Bank deposits that are neither past due nor impaired are mainly deposits with high credit-ratings
assigned by international credit-rating agencies. Trade receivables that are neither past due nor
impaired are substantially companies with a good collection track record with the Group.

The Group’s and Company’s trade receivables not past due include receivable amounting to
$28,074,322 (2009: $25,545,895) and $4,372,765 (2009: $6,085,104) respectively that would have
been past due or impaired if the terms were not re-negotiated during the financial year.

(i) Financial assets that are past due and/or impaired

There is no other class of financial assets that is past due and/or impaired except for trade

receivables.

The age analysis of trade receivables past due but not impaired is as follow:—

Past due

— Less than 30 days
— 30 to 60 days

- 61 to 90 days

— More than 91 days

Group Company
2010 2009 2010 2009
$ $ $ $
3,474,664 4,537,473 - 197,290
2,637,511 11,907,576 - 4,984,690
1,642,321 3,030,041 - 269,031
20,319,826 6,070,805 4,372,765 634,093
28,074,322 25,545,895 4,372,765 6,085,104

The carrying amount of trade receivables individually determined to be impaired and the
movement in the related allowance for impairment is as follows:-

Trade debtors — nominal value

Less: Estimated rebates/discount

Less: Allowance for impairment

Beginning of financial year
Allowance made
Allowance utilised
Allowance write-back

End of the year
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Group Company
2010 2009 2010 2009
$ $ $ $
6,602,834 11,210,901 = _
(1,619,706) (3,260,816) - -
(787,182) (826,281) — —
4,195,946 7,123,804 - -
826,281 2,207,071 - -
915,151 514,934 - _
(204,337) (884,961) - -
(749,913) (1,010,763) - -
787,182 826,281 - -
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29 Financial risk management (Cont’d)
C) Liquidity risk

The Group’s exposure to liquidity risk arises in the general funding of the Group’s business activities. It
includes the risk that the Group will not be able to meet its financial obligation as they fall due.

The Group monitors its liquidity risk and maintains a level of cash and bank balances deemed adequate
by the Group management to finance the Group’s operations and mitigate the effects of fluctuations
in cash flows. The Group also managed sufficient funding through short-term bank loans and overdraft
facilities.

The table below analyses financial liabilities of the Group and the Company into relevant maturity
groupings based on the remaining period from the balance sheet date to the contractual maturity date.
The amounts disclosed in the table are the contractual undiscounted cash flow. Balance due within 12
months equal their carrying amounts as the impact of discounting is not significant.

Less than Between 1 to Over
1 year 5 years 5 years
$ $ $
Group
As 31 December 2010
Trade and other payables 25,975,927 - -
Borrowings 30,624,158 6,772,445 -
As 31 December 2009
Trade and other payables 40,653,758 - -
Borrowings 28,090,539 8,496,638 15,613
Company
As 31 December 2010
Trade and other payables 3,118,172 - -
Borrowings 23,335,618 2,336,607 -
As 31 December 2009
Trade and other payables 8,381,396 - -
Borrowings 21,308,250 3,213,995 -
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29 Financial risk management (Cont’d)

d) Capital risk

The primary objective of the Group’s capital management is to ensure that it maintains a strong credit
rating and healthy capital ratios in order to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustment to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Board of Directors manages the level of
dividends to shareholders, return capital to shareholders or issue new shares. The Group funds its
operations and growth through a mix of equity and debts. This includes the maintenances of adequate
lines of credit and assessing the need to raise additional equity where required.

The gearing ratio is calculated as net debts divided by total capital. Net debt is calculated as borrowing
plus trade and other payables less cash and cash equivalents. Total capital is calculated as equity plus

net debt.
Group Company
2010 2009 2010 2009
$ $ $ $

Net debt 39,151,661 57,912,925 18,594,239 27,030,864
Total equity 82,437,882 60,467,859 50,350,097 31,075,000
Total capital 121,589,543 118,380,784 68,944,336 58,105,864
Gearing ratio 32% 49% 27% 47%

The Group and the Company are in compliance with all externally imposed capital requirements for the

financial years ended 31 December 2009 and 2010.
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Related party transaction

In addition to the information disclosed elsewhere in the financial statements, the following transactions took
place between the Group and related parties at terms agreed between the parties:

a) Sale and purchase of goods and services
Group
2010 2009
$ $
Sale of goods and/or services to
— Associated companies 12,000 13,971
— Other related parties 13,258,345 44,956,176

13,270,345 44,970,147

Purchase of material and/or services from
— Other related parties 146,359 1,525,096

Purchase of property, plant and equipment from
other related parties = 7,200,000

Other related parties comprise mainly companies which are controlled or significantly influenced by the
Group’s key management personnel and their close family members.

Outstanding balances at 31 December 2010, arising from sale/purchase of goods and services, are
unsecured and receivable/payable within 12 months from balance sheet date and are disclosed in Notes
12 and 20 respectively.

b) Key management personnel compensation

Key management personnel compensation is as follows:—

Group
2010 2009
$ $

Wages and salaries 3,311,717 3,920,716
Employer’s contribution to defined contribution plans,

including Central Provident Fund 142,881 124,318

Share based payments - 588,060

3,454,598 4,633,094

Directors of the Company 1,568,894 2,312,252

Executive officers of the Group 1,885,704 2,320,842

3,454,598 4,633,094
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31 Segment information
Business segments

For management purposes, the Group organised their business unit into four reportable operating segments
as follows:—

(a) Infrastructure Engineering
(b) Corrosion Prevention

(c) Supply and Distribution
(d) Shipping and Others

Except as indicated above, no operating segments have been aggregated to form the above reportable
operating segments.

Management monitors the operating results of its business units separately for the purpose of making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on the
operating profit or loss which in certain respects, as explained in the table below, is measured differently from
operating profit or loss in the consolidated financial statements. Income taxes are managed on a group basis
and are not allocated to operating segments.

Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions
with third parties.
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Segment information (Cont’d)

(@)

(i)

Reconciliations

Segment assets

The amounts provided to the management with respect to total assets are measured in a
manner consistent with that of the financial statements. For the purposes of monitoring segment
performance and allocating resources between segments, the management monitors the property,
plant and equipment, intangible assets, inventories, receivables and operating cash attributable

to each segment. All assets are allocated to reportable segments other goodwill.

Segment assets are reconciles to total assets as follows:

2010 2009
$ $
Segments assets for reportable segments 145,562,202 139,263,418
Unallocated:
Goodwill 2,284,898 2,268,787
147,847,100 141,532,205

Segment liabilities

The amounts provided to the management with respect to total assets are measured in a manner
consistent with that of the financial statements. These liabilities are allocated based on the
operations of the segment. All liabilities are allocated to the reportable segments other than

current income tax liabilities, deferred tax liabilities and borrowings.

Segment assets are reconciles to total liabilities as follows:

2010 2009
$ $

Segments liabilities for reportable segments 38,625,412 52,798,219
Unallocated:

Current income tax liabilities 1,201,534 3,016,505

Deferred tax liabilities 989,517 866,372

Borrowings 24,592,755 24,383,250

65,409,218 81,064,346
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31 Segment information (Cont’d)

(b) Geographical information

Revenues and non-current assets based on the geographical location of customers and assets

respectively are as follows:

Revenue Non-current assets
2010 2009 2010 2009
$ $ $ $
Singapore 43,460,192 99,564,827 31,259,690 23,237,145
Indonesia 27,662,626 33,079,022 26,248,218 25,163,416
Others 7,365,286 5,814,123 36,305 53,801
78,488,104 138,457,972 57,544,213 48,454,362

Non-current assets presented above consist of property, plant and equipment and intangible assets as

presented in the consolidated balance sheet.

(c) Information about major customers

Revenues from a major customer amounted to $18,520,931 (2009: $41,122,124), arising from sales by

all the segments.

Revenues from another major customer amounted to $Nil (2009:$22,207,301), arising from sales by the

infrastructure engineering segment.
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Business Combination

On 1 April 2010, the Group acquired 100% of equity interest of a sole-proprietor of B & K Marine Pte. Ltd.

On 17 August 2010, the Group acquired 100% of equity interest of Quill Marine Pte. Ltd. The principal activities
of Quill Marine Pte Ltd, is that of rental and sale of wet blasting machines and related business.

(@)

()

Purchase consideration

Cash paid, representing consolidation transferred for the businesses
Less: Cash and cash equivalents in business acquired

Cash outflow on acquisition

Identifiable assets acquired and liabilities assumed

Cash and cash equivalents
Trade and other receivables
Inventories

Total assets

Trade and other payables

Total identifiable net assets
Less: Transfer from equity interest of associated companies
Add: Goodwill (Note 18)

Cash paid, representing consolidation transferred for the business

Goodwill

$

250,000
(59,362)

190,638

At fair value

$

59,362
509,097
168,000

736,459

(322,380)

414,079
(200,000)
35,921

250,000

The goodwill of $16,111 arising from acquisition of the sole proprietor of B & K Marine Pte. Ltd., is
attributable to the increase of the Group’s Corrosion Prevention market share in local shipyards.

The goodwill of $19,810 arising from acquisition of Quill Marine Pte. Ltd is attributable to the acquisition
of Quill Marine Pte. Ltd.’s remaining share capital, with the share capital amount being more than the

total net identifiable assets amount at the date of acquisition.

Revenue and profit contribution

The acquired businesses contributed revenue of $525,198 and net profit of $214 to the Group for the

period from 1 April 2010 to 31 December 2010.

Beng Kuang Marine Limited - annual report 2010 91



Notes to the Financial Statement

For the financial year ended 31 December 2010

33 Events occurring after balance sheet date

On 21 February 2011 and 4 March 2011, a subsidiary of the Company, Asian Sealand Engineering Pte Ltd,
secured contracts to construct 2 submersible, transport, launch barge amounting to USD31,250,000 and
USD21,000,000 respectively. These contracts are expected to have material impact on the earnings per share
for the financial year ending 31 December 2011.

34 New or revised accounting standards and interpretations

Below are the mandatory standards, amendments and interpretations to existing standards that have been
published, and are relevant for the Group’s accounting periods beginning on or after 1 January 2011 or later
periods and which the Group has not early adopted:

° Amendments to FRS 24 — Related party disclosures (effective for annual periods beginning on or after
1 January 2011)

° Amendments to FRS 32 Financial instruments: Presentation — classification of rights issues (effective
for annual periods beginning on or after 1 February 2010)

o Amendments to INT FRS 114 — Prepayments of a minimum funding requirement (effective for annual
periods commencing on or after 1 January 2011)

° INT FRS 119 Extinguishing financial liabilities with equity instruments (effective for annual periods
commencing on or after 1 July 2010)

The management anticipates that the adoption of the above FRSs, INT FRSs and amendments to FRS in the
future period will not have a material impact on the financial statements of the Group and of the Company in
the period of their initial adoption, except for the amendment to FRS 24 — Related party disclosure.

The amendment removes the requirement for government-related entities to disclose details of all transactions
with the government and other government-related entities. It also clarifies and simplifies the definition of a
related party. However, the revised definition of a related party will also mean that some entities will have more
related parties and will be required to make additional disclosure.

Management is currently considering the revised definition to determine whether any additional disclosure

will be required and has yet to put systems in place to capture the necessary information. It is therefore not
possible to disclose the financial impact, if any, of the amendment on the related party disclosures.
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Use of Proceeds from Placement of New Shares

Pursuant to the Subscription and Call Option Agreement dated 7 September 2009 with Mr Tan Chin Hock, Mr Ang
Poon Beng, Mr Lee Wee Soon, Mr Goh Yew Gee, Mr Aw Yong Wee and Mr Low Chui Heng (the “Subscribers”), the
Subscribers subscribed 38,000,000 new shares in the Company at an issue price of $0.225. The Subscribers were
granted a call option to subscribe for another 38,000,000 new shares in the Company at an exercise price of $0.25
per share. This call option is exercisable at the sole discretion of the Subscribers within the period of 3 years from the
date of the Call Option Agreement. As at 31 December 2010, 22,000,000 Call Option shares have been exercised.

Gross Proceeds from

38 million new ordinary shares at S$0.225 per share 8,550,000
22 million new ordinary shares at S$0.25 per share 5,500,000

14,050,000
Less: Expenses (45,000)
Net proceeds 14,005,000

As at the date of this report, the total net proceeds of S$14,005,000 were fully utilized as follows:

Use of Proceeds

(i) Repay bank borrowings 7,800,000
(ii) Capital expenditures for new yard 3,205,000
(iii) General working capital 3,000,000
Total 14,005,000

Pursuant to the Placement Agreement dated 16 August 2010 between the Company and DMG & Partners Securities
Pte Ltd (“DMG”), the Company has allotted and issued 90,000,000 placement shares at an issue price of $S$0.21 for
each placement share to the subscribers procured by DMG.

As announced on 24 December 2010 and 1 March 2011, the total net proceeds of S$18,500,000 were fully utilised
as follows:

Use of Proceeds

(i) Capital expenditures for yard development/vessel 10,000,000
(i) General working capital 8,500,000
Total 18,500,000
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Shareholding Statistics

As at 11 March 2011

Issued and fully paid : $$50,127,342.00
Number of shares : 540,041,625

Number of Treasury Shares held : Nil

Class of shares : Ordinary shares

Voting rights : 1 vote per ordinary share

SHAREHOLDINGS HELD IN HANDS OF PUBLIC

Based on information available to the Company as at 11 March 2011, 50.29% of the issued ordinary shares of the
Company is held by the public and therefore Rule 723 of the Listing Manual is complied with.

ANALYSIS OF SHAREHOLDINGS

Range of Shareholdings No. of Shareholders % No. of Shares %
1-999 2 0.08 1,000 0.00
1,000 - 10,000 579 22.64 4,373,000 0.81
10,001 - 1,000,000 1,942 75.95 138,131,000 25.58
1,000,001 and above 34 1.33 397,536,625 73.61
2,557 100.00 540,041,625 100.00

TOP 20 SHAREHOLDERS

No. Name of Shareholder No. of Shares %
1 Labroy Marine Pte Ltd 145,712,625 26.98
2 Chua Beng Kuang 36,267,500 6.72
S Chua Meng Hua 35,319,500 6.54
4 Chua Beng Yong 25,319,500 4.69
5 Chua Beng Hock 25,319,500 4.69
6 Kim Eng Securities Pte Ltd 18,153,000 3.36
7 OCBC Securities Pte Ltd 17,678,000 3.27
8 CIMB Securities (S) Pte Ltd 14,471,000 2.68
9 Phillip Securities Pte Ltd 14,060,000 2.60
10 Ng Chee Keong 12,155,000 2.25
11 UOB Kay Hian Pte Ltd 8,430,000 1.56
12 Hong Leong Finance Nominees Pte Ltd 3,762,000 0.70
13 Chang Thiam Hui 3,700,000 0.69
14 UOB Nominees (Pte) Ltd 3,688,000 0.68
15 DBS Nominees (Pte) Ltd 3,458,000 0.64
16 Tay Yew Chong 3,354,000 0.62
17 DBS Vickers Securities (S) Pte Ltd 2,425,000 0.45
18 Nge Yock Hua 2,000,000 0.37
19 Chuah Lam Siang 1,800,000 0.33
20 OCBC Nominees Singapore Pte Ltd 1,788,000 0.33
378,860,625 70.15
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Shareholding Statistics

As at 11 March 2011

SUBSTANTIAL SHAREHOLDERS

Direct Interest Deemed Interest
Number of Number of
Shares % Shares %
Labroy Marine Pte. Ltd. 145,712,625 26.98 - -
Chua Beng Kuang 36,267,500 6.72 - -
Chua Meng Hua 35,319,500 6.54 - -
Dubai World Holdings Limited® - - 145,712,625 26.98
Drydocks World LLC®™ - - 145,712,625 26.98
Dry Docks & Maritime World LLC™ - - 145,712,625 26.98
Drydocks World — Southeast Asia Pte. Limited® 145,712,625 26.98

Note:
M Dubai World Holdings Limited, Drydocks World LLC, Dry Docks & Maritime World LLC and Drydocks World —

Southeast Asia Pte Limited are deemed to have an interest in 145,712,625 shares held by Labroy Marine Pte.
Ltd.
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Notice of Annual General Meeting
Registration No. 199400196M
(Incorporated in the Republic of Singapore)

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Beng Kuang Marine Limited (the “Company”) will be
held at 55 Shipyard Road, Singapore 628141 on Tuesday, 19 April 2011 at 11.00 a.m., for the purpose of transacting
the following businesses:

AS ORDINARY BUSINESS

1. To receive and adopt the Directors’ Report and the Audited Accounts for the financial period ended 31
December 2010 together with the Auditors’ Report thereon. (Resolution 1)
2. To declare a one-tier tax exempt first and final dividend of 0.15 cents per ordinary share for the financial year
ended 31 December 2010. (Resolution 2)
&, To re-elect Mr Goh Chee Wee as a Director retiring pursuant to Article 107 of the Company’s Articles of
Association [See Explanatory Note 1] (Resolution 3)
4. To re-elect Dr Wong Chiang Yin as a Director pursuant to Article 107 of the Company’s Articles of Association.
[See Explanatory Note 2] (Resolution 4)
o8 To re-elect Mr Ali Abdulla Ahmad Bin Towaih as a Director pursuant to Article 117 of the Company’s Articles
of Association. [See Explanatory Note 3] (Resolution 5)

6. To approve the payment of Directors’ fees of S$98,000 (2009: S$96,000) for the financial year ended 31

December 2010. (Resolution 6)
7. To re-appoint Messrs Nexia TS Public Accounting Corporation as Auditors of the Company and to authorise
the Directors to fix their remuneration. (Resolution 7)

AS SPECIAL BUSINESS

8. To consider and, if thought fit, to pass the following resolution as Ordinary Resolution, with or without
amendments:
Authority to allot and issue shares up to 50 per centum (50%) of issued share capital (Resolution 8)

“That pursuant to Section 161 of the Companies Act, Cap. 50, and the listing rules of the Singapore Exchange
Securities Trading Limited, authority be and is hereby given to the Directors of the Company to allot and issue
shares or convertible securities from time to time (whether by way of rights, bonus or otherwise) and upon
such terms and conditions and for such purposes and to such person as the Directors may in their absolute
discretion deem fit, provided that the aggregate number of shares and convertible securities issued pursuant
to such authority shall not exceed 50 per centum (50%) of the issued share capital of the Company, of which
the aggregate number of shares and convertible securities issued other than on a pro-rata basis to the existing
shareholders of the Company shall not exceed 20 per centum (20%) of the issued share capital of the Company
(the percentage of issued share capital being based on the issued share capital at the time such authority
is given after adjusting for new shares arising from the conversion or exercise of convertible securities or
exercise of share options or vesting of awards outstanding or subsisting at the time such authority is given
and any subsequent consolidation or subdivision of shares) and, unless revoked or varied by the Company in
general meeting, such authority shall continue in force until the conclusion of the next Annual General Meeting
(“AGM”) of the Company or on the date by which the next AGM is required by law to be held, whichever is
the earlier.” [See Explanatory Note 4]
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9. To consider and, if thought fit, to pass the following resolution as Ordinary Resolution, with or without
modification:

Authority to grant awards and to allot and issue shares under BKM Performance Share Plan
(Resolution 9)

“That approval be and is hereby given to the Directors to grant awards from time to time in accordance with the
provisions of Beng Kuang Performance Share Plan (“BKM PSP”), and, pursuant to Section 161 of the Act, to
allot and issue from time to time such number of Shares as may be required to be issued pursuant to the vesting
of the awards under BKM PSP, provided always that the aggregate number of Shares to be allotted and issued
pursuant to BKM PSP, when aggregated together with Shares to be allotted and issued pursuant to any other
existing employee share schemes of the Company shall not exceed 15% of the total number of issued Shares
excluding treasury shares from time to time.”

[See Explanatory Note 5]

10. To consider and, if thought fit, to pass the following resolution as Ordinary Resolution, with or without
amendments:

Renewal of Shareholders’ Mandate for Interested Person Transactions (Resolution 10)
“That:

(a) approval be and is hereby given, for the purposes of Chapter 9 of the Listing Manual of the SGX-ST,
for the Company, its subsidiaries and associated companies that are entities at risk (as that term is
used in Chapter 9 of the Listing Manual), or any of them, to enter into any of the transactions falling
within the types of interested person transactions set out in the addendum to this Annual Report dated
2 April 2011 (the “Addendum”) with any party who is of the class of interested persons described in
Addendum provided that such transactions are on normal commercial terms, not prejudicial to the
interests of the Company and its minority Shareholders and in accordance with the review procedures
for such interested person transactions (the “Shareholders’ Mandate”);

(b) the Shareholders’ Mandate shall, unless revoked or varied by the Company in a general meeting,
continue in force until the conclusion of the next AGM of the Company, and

(c) the Directors of the Company be and are hereby authorised to complete and do all such acts and
things (including 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 Explanatory Note 6]

11. To transact any other business that may be properly transacted at an Annual General Meeting.
BY ORDER OF THE BOARD

Wee Woon Hong

Lee Hock Heng

Company Secretaries

Singapore
2 April 2011
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Notes:

(i)

(i)

(iii)

(iv)

A member of the Company entitled to attend and vote at the above Meeting may appoint not more than two proxies to
attend and vote instead of him.

Where a member appoints two proxies, he shall specify the proportion of his shareholding to be represented by each proxy
in the instrument appointing the proxies. A proxy need not be a member of the Company.

If the member is a corporation, the instrument appointing the proxy must be under seal or the hand of an officer or attorney
duly authorised.

The instrument appointing a proxy must be deposited at the Registered Office of the Company at 55 Shipyard Road,
Singapore 628141, not less than 48 hours before the time appointed for holding the above Meeting.

Explanatory Notes:

Mr Goh Chee Wee will, upon re-election as a Director of the Company, remain as the member of Audit Committee,
Remuneration Committee and Chairman of the Nominating Committee of the Company. He will be considered independent
for the purpose of Rule 704(8) of the Listing Manual of the Singapore Exchange Securities Trading Limited.

Dr Wong Chiang Yin will, upon re-election as a Director of the Company, remain as the Chairman of the Audit Committee and
Remuneration Committee and a member of the Nominating Committee. He will be considered independent for the purpose
of Rule 704(8) of the Listing Manual of the Singapore Exchange Securities Trading Limited.

Mr Ali Abdulla Ahmad Bin Towaih will, upon re-election as a Director of the Company, remain as the member of Audit
Committee, Nominating Committee and Remuneration Committee of the Company.

The proposed Ordinary Resolution 8, if passed, will authorise the Directors of the Company to issue shares up to 50% of
the Company’s issued share capital, with an aggregate sub-limit of 20% of the Company’s share capital for any issue of
shares not made on a pro-rata basis to shareholders of the Company.

The proposed Ordinary Resolution 9, if passed, will empower the Directors to offer and grant awards under BKM PSP (as
from time to time amended, modified or supplemented), which was approved at the extraordinary general meeting of the
Company on 27 April 2009, and to allot and issue Shares in the capital of the Company, pursuant to the vesting of the
awards under BKM PSP provided that the aggregate number of Shares to be issued under BKM PSP, when aggregated with
Shares to be issued under any other existing share schemes of the Company, does not exceed 15% of the total number of
issued Shares excluding treasury shares of the Company for the time being.

The proposed Ordinary Resolution 10, if passed, will authorise the interested person transactions as described in the
Addendum and recurring in the year and will empower the Directors of the Company, from the date of the Annual General
Meeting until the date the next Annual General Meeting is to be held or is required by law to be held, whichever is the
earlier, to do all acts necessary to give effect to the Shareholders’ Mandate. The rationale for and categories of interested
person transactions pursuant to the Shareholders’ Mandate are set out in greater detail in the Addendum accompanying
this Notice.
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ADDENDUM DATED 2 APRIL 2011

This Addendum is circulated to Shareholders of Beng Kuang Marine Limited (the “Company”) together with the
Company’s Annual Report. Its purpose is to explain to Shareholders the rationale and provide information to the
Shareholders for proposed renewal of the Shareholders’ Mandate for Interested Person Transactions to be tabled at
the Annual General Meeting to be held on 19 April 2011 at 11:00 a.m. at 55 Shipyard Road, Singapore 628141. The
Notice of Annual General Meeting and a Proxy Form are enclosed with the Annual Report.

If you are in any doubt as to the action you should take, you should consult your bank manager, stockbroker, solicitor,
accountant or other professional adviser immediately. If you have sold or transferred all your shares in the capital of
the Company, you should immediately forward this Notice of AGM and the enclosed Proxy Form to the purchaser
or the transferee or to the bank, stockbroker or agent through whom you effected the sale or transfer for onward
transmission to the purchaser or the transferee.

The Singapore Exchange Securities Trading Limited takes no responsibility for the correctness of any of the statements
made or opinions expressed or reports contained in this Addendum.

BENG KUANG MARINE LIMITED
(Incorporated in the Republic of Singapore)
(Company Registration Number: 199400196M)
ADDENDUM

in relation to

THE PROPOSED RENEWAL OF THE SHAREHOLDERS’ MANDATE FOR INTERESTED PERSON TRANSACTIONS
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DEFINITIONS

In this Addendum, the following definitions apply throughout unless otherwise stated:-

“Act”

“AGM”

“Board” or “Directors”
“CDP”

“Company”

“Controlling Shareholder”

“DDW LLC”
“* DWS”

“Executive Director”

“Executive Officers”

“Group”
“Hwah Hong”

“Interested Person”

“Interested Person
Transaction”

“LMPL”

“Latest Practicable Date”

“Listing Manual”
SNTA”

“Securities Account”
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The Companies Act (Chapter 50) of Singapore

The annual general meeting of the Company

The directors of the Company as at the date of this Addendum

The Central Depository (Pte) Limited of Singapore

Beng Kuang Marine Limited

A person who has an interest in the Shares of an aggregate of not
less than 15% of the total votes attached to all the Shares, or in fact
exercises control over the Company

Drydocks World LLC

Drydocks World — Singapore Pte. Ltd.

The executive Directors of the Company as at the date of this
Addendum, unless otherwise stated

The executive officers of the Group as at the date of this Addendum,
unless otherwise stated

The Company and its subsidiaries

Hwah Hong Transportation Pte. Ltd.

A director, chief executive officer or controlling shareholder of the
listed company or an associate of such director, chief executive officer

or controlling shareholder

Transactions proposed to be entered into between the Group and any
interested person

Labroy Marine Pte. Ltd.

20 March 2011, being the latest practicable date prior to the printing
of this Addendum

The listing manual of the SGX-ST
Net tangible assets

Securities account maintained by a Depositor with CDP



“SGX-ST” : Singapore Exchange Securities Trading Limited

“Shares” : Ordinary shares in the capital of the Company

“Shareholders” : Registered holders of Shares, except that where the registered holder
is CDP, the term “Shareholders” shall, where the context admits, mean

the Depositors whose Securities Accounts are credited with Shares

“Substantial Shareholder” : A person who owns directly or indirectly 5% or more of the total share
capital in the Company or in a company, as the case may be

“S$” or “$” and “cents” : Singapore dollars and cents, respectively
“%” or “per cent” : Per centum or percentage

The terms “Depositor”, “Depository Agent” and “Depository Register” shall have the same meanings ascribed to them
respectively in Section 130A of the Act.

Words importing the singular shall, where applicable, include the plural and vice versa and words importing the
masculine gender shall, where applicable, include the feminine and neuter genders and vice versa. References to
persons shall include corporations.

Any reference in this Addendum to any enactment is a reference to that enactment as for the time being amended or
re-enacted. Any word defined under the Act, the Listing Manual or any modification thereof and not otherwise defined
in this Addendum shall have the same meaning assigned to it under the Act, the Listing Manual or any modification

thereof, as the case may be.

Any reference to a time of day in this Addendum is made by reference to Singapore time unless otherwise stated.
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BENG KUANG MARINE LIMITED
(Incorporated in the Republic of Singapore)
(Company Registration Number: 199400196M)

Directors Registered Office

Mr Chua Beng Kuang (Executive Chairman)
Mr Chua Meng Hua (Managing Director)

Mr Yong Thiam Fook (Executive Director) 55 Shipyard Road
Mr Ali Abdulla Ahmad Bin Towaih (Non-Executive Director) Singapore 628141
Mr Goh Chee Wee (Independent Director)

Dr Wong Chiang Yin (Independent Director) 2 April 2011

To: The Shareholders of Beng Kuang Marine Limited

Dear Sir/Madam

1. INTRODUCTION

At the last AGM held on 23 April 2010, Shareholders had approved the renewal of the Group’s existing general
mandate, which will enable the Group to enter into transactions with the Interested Person in compliance
with Chapter 9 of the Listing Manual (“Shareholders’ Mandate”). The purpose of this Addendum is to provide
Shareholders with the relevant information relating to, and to seek Shareholders’ approval to renew the
Shareholders’ Mandate at the forthcoming AGM which is scheduled to be held on 19 April 2011.

Chapter 9 of the Listing Manual applies to transactions which a listed company or any of its unlisted subsidiaries
or unlisted associated companies proposes to enter with an interested person of the listed company. An
“interested person” is defined as a director, chief executive officer or controlling shareholder of the listed
company or an associate of such director, chief executive officer or controlling shareholder.

Chapter 9 of the Listing Manual allows a listed company to seek a general 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 the purchase or sale of
assets, undertakings or businesses provided such transactions are entered into at arm’s length basis and
on normal commercial terms and are not prejudicial to the interests of the listed company and its minority
shareholders.

The current Shareholders’ Mandate, which was approved and renewed by the Shareholders during the last
AGM, will continue to be in force until the forthcoming AGM. Accordingly, the Directors propose that the
Shareholders’ Mandate be renewed at the forthcoming AGM.

General information relating to Chapter 9 of the Listing Manual, including the meanings of terms such as

“interested person”, “associate”, “associated company” and “controlling shareholder”, are set out in the
annexure of this Addendum.
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2.1

2.2

SHAREHOLDERS’ MANDATE FOR INTERESTED PERSON TRANSACTIONS
Categories of Interested Persons
The renewed Shareholders’ Mandate will apply to the transactions (as defined below) with:—

(a) DDW LLGC, its existing subsidiaries, including LMPL and its subsidiaries and DWS and its subsidiaries,
together with any of their respective future subsidiaries which may be newly set up or to be acquired
by them from time to time (collectively, “DDW LLC Group”); and

(b) Hwah Hong.

By virtue of LMPL’s equity interest of approximately 26.98% in the Company as at the Latest Practicable
Date, the DDW LLC Group is deemed as an Interested Person of the Company for the purposes of Chapter
9 of the Listing Manual.

Mr Chua Beng Hock, who is the Executive Officer of the Group and the brother of Mr Chua Beng Kuang
(Executive Chairman), Mr Chua Meng Hua (Managing Director) and Mr Chua Beng Yong (Executive Officer),
has an equity interest of approximately 65% in Hwah Hong as at the Latest Practicable Date. Accordingly,
Hwah Hong is deemed as an Interested Person of the Company for the purposes of Chapter 9 of the Listing
Manual.

Transactions with the DDW LLC Group, Hwah Hong or any other Interested Person of the Group that do not
fall within the ambit of the Shareholders’ Mandate shall be subject to the relevant provisions of Chapter 9 of
the Listing Mandate.

Categories of Interested Persons Transactions

The interested Person Transactions with the DDW LLC Group and/or Hwah Hong which will be covered by the
Shareholders’ Mandate (“Mandate Transactions”) include the following:

(a) the provision of corrosion prevention services and infrastructure engineering services to the DDW LLC
Group;

(b) the engagement of services and sub-contract work from the DDW LLC Group to fulfill the contractual
commitments relating to the infrastructure engineering projects including but not limited to pipe
fabrication services and steel welding services, and the purchase of items necessary from the DDW LLC
Group to carry out such work including, but not limited to, steel materials, angle bars and electrodes;

(c) the supply of hardware equipment and tools (such as electrode holders, welding cables, wire brushes)
and other consumables (such as electrodes and gloves) to the DDW LLC Group;

(d) the engagement of sea transportation services from the DDW LLC Group for the projects and products;
and

(e) the engagement of lorry and crane services from Hwah Hong.

The Shareholders’ Mandate will not cover any Mandate Transaction that is below S$100,000 in value as
the threshold and aggregation requirements of Chapter 9 of the Listing Manual would not apply to such
transactions. Interested Person Transactions entered or to be entered into by the Group that do not fall within
the ambit of the Shareholders’ Mandate shall be subject to the relevant provisions of Chapter 9 of the Listing
Mandate.

Beng Kuang Marine Limited - annual report 2010103



2.3

2.4

Rationale for and Benefits of the Shareholders’ Mandate

The Mandate Transactions are entered into or are to be entered into by the Group in its ordinary course of
business. The Mandate Transactions are recurring transactions which are likely to occur with some degree
of frequency and may arise at any time and from time to time. The Directors are of the view that it will be
beneficial to the Group to transact with the DDW LLC Group and/or Hwah Hong. It is intended that the Mandate
Transactions shall continue in the future as long as the DDW LLC Group and/or Hwah Hong (as the case may
be) are Interested Persons of the Group and so long as the transactions are at arm’s length basis and on
normal commercial terms and are not prejudicial to the Company and the minority Shareholders.

The Shareholders’ Mandate and the renewal of the Shareholders’ Mandate on an annual basis will eliminate the
need to announce and/or convene separate general meetings on each occasion in order to seek Shareholders’
prior approval for the entry by the Group into Mandate Transactions. This will substantially reduce the
expenses associated with the convening of such general meetings from time to time, improve administrative
efficiency, and allow resources and time of the Group to be focused towards other corporate and business
opportunities.

The Shareholders’ Mandate is intended to facilitate the Mandate Transactions, provided that they are carried
out at arm’s length basis and on normal commercial terms and are not prejudicial to the Company and the
minority Shareholders.

Review Procedures for Mandate Transactions

To ensure that Mandate Transactions are undertaken at arm’s length basis and on normal commercial terms and
are consistent with the Group’s usual business practices and policies, which are generally no more favourable
to the DDW LLC Group and/or Hwah Hong than those extended to unrelated third parties, we will adopt the
specific guidelines and procedures as set out below:—

(i) All Mandate Transactions of which are S$100,000 and above in value shall not be entered into unless
the terms are determined as follows:

(a) In relation to the sale of products to the DDW LLC Group, the selling price or fee shall not be
more favourable to the DDW LLC Group than that offered to the Group’s unrelated third party
customers in recent transactions after taking into consideration non-price factors such as
customers’ credit standing, volume of transactions, delivery requirements, length of business
relationship and potential for future repeated business;

(b) In relation to the supply of services to the DDW LLC Group, the fee shall not be more favourable
to the DDW LLC Group than that offered to the Group’s unrelated third party customers in recent
transactions after taking into consideration non-price factors as mentioned in (a) above and
additional factors such as the type of facilities available and material requirements; and

(c) In relation to the purchase of items and the engagement of services from the DDW LLC Group
and/or Hwah Hong, the Group shall obtain two other quotations from non-Interested Persons for
comparison. The purchase price or fee shall not be less favourable to the Group than the most
competitive price or fee of the other quotations from non-Interested Persons. In determining
the most competitive price or fee, non-price factors such as quality, delivery time, credit terms
granted and track record will be taken into account.
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(iif)

(iv)

In the event that it is not possible for external quotations to be obtained (for instance, if there is no
unrelated third party who is able to provide the same products or perform the same function) or there
are no relevant successful sales of products or services to unrelated third party customers for the
comparison, the Group will adopt the following procedures to determine whether the prices or fees
offered by or to the DDW LLC Group and/or Hwah Hong are in accordance with the industry norms, at
arm’s length basis and on normal commercial terms:-

(@)

For purchases of products and/or engagement of services from the DDW LLC Group and/or Hwah
Hong, the purchase price must be no less favourable to the Group than that charged by the DDW
LLC Group and/or Hwah Hong to their other unrelated customers after taking into consideration
other non-price factors such as quality, delivery time, track record, and credit terms granted.
We will obtain from the DDW LLC Group, Hwah Hong and elsewhere, the necessary evidence to
satisfy ourselves that the basis set out herein have been adhered to in the purchases from them.
We will also consider the cost and benefits of such transactions to the Group; and

For sale of products and services to the DDW LLC Group, the price charged by the Group shall
be determined in accordance with the Group’s usual business practices and consistent with
the Group’s profit margin to be obtained by the Group for the same or substantially the same
products and services after taking into consideration non-price factors such as customers’ credit
standing, volume of transactions, delivery requirements, length of business relationship, type of
working facilities and equipment available, scope of supply of materials and potential for future
repeat business.

In addition, the following review and approval procedures will be implemented by the Group:—

(@)

(b)

Any Mandate Transaction which equals or exceeds more than S$100,000 but less than or equal
to 3% of the Group’s latest audited NTA in value will be reviewed and approved by either a
Director, the Financial Controller or an Executive Officer of the Group (each of whom shall not be
an Interested Person in respect of the particular transaction) prior to entering into the transaction;
and

Any Mandate Transaction which exceeds 3% of the Group’s latest audited NTA in value will be
reviewed and approved by the Audit Committee prior to entering into the transaction.

The Group has also implemented the following procedures for the identification of Interested Persons
and the recording of Interested Person Transactions (including the Mandate Transactions):—-

(@)

(b)

The Company will maintain a list of Interested Persons (which is to be updated immediately if
there are any changes), and disclose the list to relevant key personnel of each subsidiary to enable
identification of Interested Persons. The master list of Interested Persons which is maintained
shall be reviewed on at least a quarterly basis; and

The Company will maintain a register of transactions carried out with Interested Persons (recording

the basis, including the quotations obtained to support such basis, on which they are entered
into).
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2.5

(vii)

The Audit Committee will review the Interested Person Transactions on at least a quarterly basis as part
of its standard procedures while examining the adequacy of the Group’s internal controls including those
relating to Interested Person Transactions. The Board will also ensure that all disclosures, approvals and
other requirements on Interested Person Transactions, including those required by prevailing legislation,
the Listing Manual and accounting standards, are complied with.

In the event that the Financial Controller, Executive Officer, Director or a member of the Audit Committee
(where applicable) is interested in any Interested Person Transaction, he will abstain from reviewing and/
or approving that particular transaction. The Board will also ensure that all disclosure requirements on
Interested Person Transactions, including those required by prevailing legislation, the Listing Manual
and accounting standards, are complied with.

The Audit Committee shall review from time to time the above guidelines and procedures to determine if
they are adequate and/or commercially practicable in ensuring that Mandate Transactions are conducted
at arm’s length basis and on normal commercial terms and are not prejudicial to the Company and
the minority Shareholders. Further, if during these periodic reviews by the Audit Committee, the Audit
Committee is of the view that the guidelines and procedures as stated above are inappropriate or are
not sufficient to ensure that the Mandate Transactions will be at arm’s length basis and on normal
commercial terms and will not be prejudicial to the Company and the minority Shareholders, the
Company will (pursuant to the Listing Manual) revert to Shareholders for a fresh mandate based on new
guidelines and procedures.

Audit Committee’s Statements

(@)

The Independent Directors from the Audit Committee have reviewed the terms of the Shareholders’
Mandate and are satisfied that the review procedures for the Interested Person Transactions, as well as
the reviews to be made periodically by the Audit Committee in relation thereto, are sufficient to ensure
that the Interested Person Transactions will be made with the relevant categories of Interested Persons
at arm’s length basis and on normal commercial terms and will not be prejudicial to the interests of the
Company and its minority Shareholders. The Independent Directors from the Audit Committee confirm
that the methods and procedures for determining the transaction prices have not changed since the
last Shareholders’ approval which took place on 23 April 2010.

If, during the periodic reviews by the Audit Committee, the Independent Directors from the Audit
Committee are of the view that the established guidelines and procedures are not sufficient to ensure
that the Interested Person Transactions will be at arm’s length basis and on normal commercial terms
and will not be prejudicial to the interests of the Company and its minority Shareholders, the Company
will revert to Shareholders for a fresh mandate based on new guidelines and procedures for transactions
with Interested Persons.

106 Beng Kuang Marine Limited - annual report 2010



DIRECTORS’ AND SUBSTANTIAL SHAREHOLDERS’ INTERESTS

The interests of the Directors and Substantial Shareholders in the capital of the Company as at the Latest
Practicable Date are as follows:-

Direct Interest Deemed Interest
Number of Number of

Shares % Shares %
Directors
Chua Beng Kuang 36,267,500 6.72 - -
Chua Meng Hua 35,319,500 6,54 - -
Yong Thiam Fook 256,000 0.05 - -
Ali Abdulla Ahmad Bin Towaih - - - -
Goh Chee Wee - - - -
Dr Wong Chiang Yin 100,000 0.02 — —
Substantial Shareholders

(other than Directors)

Labroy Marine Pte. Ltd. 145,712,625 26.98 - -
Dubai World Holdings Limited® - - 145,712,625 26.98
Drydocks World LLC™ - - 145,712,625 26.98
Dry Docks & Maritime World LLC®™ - - 145,712,625 26.98
Drydocks World — Southeast Asia Pte.
Limited™ - - 145,712,625 26.98
Note:

m Dubai World Holdings Limited, Drydocks World LLC, Dry Docks & Maritime World LLC, and Drydocks World —
Southeast Asia Pte. Limited are deemed to have an interest in 145,712,625 shares held by Labroy Marine Pte. Ltd.

In the event that any of the above Directors and Substantial Shareholders is interested in any Interested Person
Transaction, he will abstain from reviewing and/or approving that particular transaction.

APPROVALS AND RESOLUTIONS

Shareholders’ approval for the proposed renewal of the Shareholders’ Mandate is sought at the AGM. The
resolution relating to the proposed renewal of the Shareholders’ Mandate is contained in the Notice of AGM
as Ordinary Resolution 10.

As Rule 919 of the Listing Manual requires that interested persons must not vote on any shareholders’ resolution
approving any mandate in respect of any interested person transactions, each of the interested persons referred
to in paragraph 2.1 of this Addendum together with their associates who are shareholders of the Company
shall abstain from voting in respect of Ordinary Resolution 10 at the AGM to be held on 19 April 2011.
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5. DIRECTORS’ RECOMMENDATION

The Directors who are considered independent for the purposes of the proposed renewal of the Shareholders’
Mandate are Mr Yong Thiam Fook, Mr Goh Chee Wee and Dr Wong Chiang Yin (the “Independent Directors”).
The Independent Directors are of the opinion that the entry into the Interested Person Transactions by the
Group in the ordinary course of business will enhance the efficiency of the Group and is in the best interests of
the Company. For reasons set out in paragraph 2.3 of this Addendum, the Independent Directors recommend
that Shareholders vote in favour of Ordinary Resolution 10, being the resolution relating to the proposed renewal
of the Shareholders’ Mandate at the forthcoming AGM.

6. DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors (including those who may have delegated detailed supervision of the preparation of this
Addendum) collectively and individually accept responsibility for the accuracy of the information contained
in this Addendum and confirm that, having made all reasonable enquiries, to the best of their knowledge and
belief, the facts stated and opinions expressed in this Addendum are fair and accurate in all material respects
as at the Latest Practicable Date and that there are no material facts the omission of which would make any
statement in this Addendum misleading in any material respect.

7. INSPECTION OF DOCUMENTS
Copies of the audited financial statements of the Company for the last two financial years ended 31 December

2009 and 31 December 2010 are available for inspection at the registered office of the Company at during
normal business hours from the date of the Addendum up to the date of AGM.

Yours faithfully
For and on behalf of the Board of Directors

Chua Beng Kuang
Executive Chairman
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