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stablished in 1999,

Darco Water Technologies (the “Group”)

is principally a systems integrator involved
in the designing, building, operating and
maintaining of water management processes that
employ the membrane, ion exchange and thermal

technologies.
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PROFILE

stablished in 1999 and listed on SGX in 2002,
E Darco Water Technologies Limited is a provider

of integrated engineering and knowledge-based
water and waste water treatment solutions, and vacuum
systems with a global presence in China, Malaysia and
Singapore. It is also an Engineering, Procurement, and
Construction (“EPC") player specialising in industrial
water treatment.

Besides its strong technology fundamentals, the Group
owes its success largely to a sound business model,
premium services and solutions, as well as in-depth
trade knowledge of its staff. These critical elements are
all strategically integrated into the business through its
consistent emphasis on efficiency.

Efficiency is one of the Group’s core strengths. To
achieve higher business efficiency, the Group aims to
produce water systems at the lowest cost per unit of
water delivered. Darco Water Technologies pays great
attention to the efficiency of its designs to enhance
energy and pump efficiency. Moreover, the Group uses
control systems that minimise the number of people
needed to operate the plant. Furthermore, the Group's
business efficiency is also distinctly displayed in its
quality maintenance services.

It derives 10 to 15 percent of its income from long-term
maintenance services through the service centres that it
had established. These service centres are supported by
its trading division, which supplies essential chemicals
and other products. The focus on providing exceptional
service has helped Darco Water Technologies maintain
an excellent record of customer retention with 90 per
cent of its customers being repeat customers.

During the year, the Group has re-evaluated the overall
business strategy and direction of the Group after taking
into the consideration of the current business environment.
Thus, the Group has decided to continue to focus its efforts
on Environmental Systems and Water Management Services
while remains open to considering business opportunities
outside the Environmental Systems and Water Management
Services industry in the future. Going forward, the Group
intends to continue leveraging on such experience and
expertise to deliver advanced solutions for water and
waste management systems, while pursuing opportunities
to generate recurring income from investments in
environmental infrastructure.
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DEAR SHAREHOLDERS,

n behalf of our Board of Directors, it is my

pleasure to present our annual report for

the financial year ended 31 December 2019
("FY2019").

The business environment has been challenging during
the year. Besides that, the Group also faced headwinds
from the increasing competitive industry. Thus, the
Group recorded revenue of $74.8 million, representing
a decrease of 10.7% from $83.8 million in FY2018.
This was mainly attributable to lower contribution from
Environmental Systems (“EE Systems”), while revenue
from Water Management Services (“WM Services”) and
sales from trading of chemical and spare parts remained
relatively stable. China remained our key market with
a contribution of $30.0 million, or 40.1% to the total
revenue in FY2019 while Malaysia contributed 37.8%
to the Group’s total revenue in FY2019, making it
the second key market of the Group. In line with the
decrease in revenue, the Group recorded a net loss of
$11.5 million in FY2019.

MALAYSIA
Revenue from Malaysia remained relatively stable at
$28.3 million in FY2019. With this, Malaysia remains as
one of our top markets, contributing 37.8% revenue to
the Group.

PEOPLE’'S REPUBLIC OF CHINA

Revenue from China decreased from $44.0 million in
FY2018 to $30.0 million in FY2019, representing a
decrease of 31.8%. China remains as our key markets,
contributing 40.1% revenue to the Group.

The deadline for the transfer of water treatment asset
from Wang Zhi to the Group has been extended to
22 March 2022 from 22 March 2020 to ensure there is
sufficient time for proper due diligence and acquisition.
Gaoyi Domestic Waste Water Treatment Project (the
“Project”) which was identified as the potential water
treatment asset to be transferred has just completed
the refurbishment in the first half of September 2019.
The technical diligence is likely to be completed only
by the second half of 2020 after the plant’s operations
have achieved full capacity. The Group would then have
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to commission a valuation of the Project and complete
its legal, financial, environmental and business due
diligence after the technical due diligence. The entire
process is expected to only complete by end of 2020 or
early 2021.

SINGAPORE

Revenue from Singapore increased by 91.6% to
$15.1 million in FY2019 from $7.9 million in FY2018,
representing a contribution of 20.2% to the Group’s
revenue.

The Group has successfully secured HDB projects for the
retrofitting of a District Pneumatic waste conveyance
system under the HDB greenprint program. The Group
foresees more opportunities for securing similar projects.

STRENGTHENING PRESENCE IN NEW MARKET

We have been continuously strengthening our
presence in Vietnam market. The Group and InfraCo
have subscribed new shares in Darco InfraCo Vietnam
Water Pte. Ltd, sharing 100% of the equity interest
of a company in Vietnam, which will undertake the
development, implementation, financing, construction
and operation of a portfolio of water supply projects in
Vietnam.

This allows the Group to undertake asset acquisitions,
in line with the Group’s plans to move across the
value chain to take on ownership projects overseas,
particularly Vietnam.

On 6 July 2019, we had a ground breaking ceremony at
the site of the future Ba Lai Water Supply Plant which
will commence construction soon. Upon completion, the
water treatment plant and water supply plant are set
to generate affordable, clean water at 15,000m3/day,
to be piped directly to around 100,000 people in the
Ba Tri District in Ben Tre Province, in the Mekong Delta,
Vietnam.

Indonesia is also one of the potential markets that offer
us with huge business opportunities. Thus, we continue
with our efforts to further expand our operations in
Indonesia. The Group has acquired 75% of the equity
of PT Panghegar Energy Indonesia (“PEI”), a company in
the waste management sector in West Indonesia.
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The Project will be constructed and operated based on
a Build-Operate-Transfer (BOT) model for a concession
period of 25 years and requires a total investment of
US$46.0 million. It has the capacity of receiving 1,650
tonnes of municipal waste per day and producing 590
tonnes of Refuse Derived Fuel (“RDF”) per day.

The Project involves separating the waste into organics
and combustibles to produce RDF while recyclables
(metal, plastics) and incombustibles for final disposal.
Though RDF has a heat value similar to coal. It produces
less pollutants and it is also one-third less costly as
compared to coal. Thus, cement production companies
are willing to use RDF as an alternative. PEl has signed
an RDF offtake agreement with PT Indocement Tunggal
Prakarsa Tbk, the biggest cement production company
in Indonesia.

PEl has entered into a cooperation agreement with a
regional government of Indonesia to provide waste
management services in certain Indonesia cities and
provinces. With the acquisition on PEl, the Group will
have the rights to the concession. This is the first of its
kind project in West Java and we are expecting more
similar projects going forward. With the know-how
from the pioneer project, we will have the competitive
advantage to secure these projects as compared to other
players. Thus, the Group is able to generate revenue
from both wastes processing services and selling of RDF.

We hope that these initiatives will turn fruitful by
creating new revenue stream for the Group and
eventually help the Group to return to profitability.

OUTLOOK

The start of the new year was met with unexpected
outbreak of coronavirus disease (“COVID-19") which
has impacted the global economy as many countries
have adopted drastic measures to contain its spread.

Since 18 March 2020, Malaysia has been under a
movement control order, that has put the country
under lockdown due to the outbreak of COVID-19
and the national lockdown has been extended until
12 May 2020. The Group's operation in Malaysia was
not exempted from the order as it is not constituted

as essential services. Thus, the Group is expecting an
adverse impact on the Group's financial performance for
the financial year ending 31 December 2020 as revenue
from Malaysia accounts for about 40% of the Group’s
total revenue.

Another of the Group’s subsidiary in Singapore that
may experience some effects from the coronavirus
outbreak is PV Vacuum, as this subsidiary relies heavily
on procurement of materials for installation from China.
There will likely be delays in logistics, and therefore,
implementation of PV Vacuum'’s projects within the year
may be delayed.

The Group’s subsidiary in China, which contributes
about 50% of the revenue, would likely be adversely
affected by the outbreak of COVID-19. The subsidiary is
based in Wuhan, which was identified as the epicentre
of the outbreak, and the city has been under lock down
from 23 January 2020 and only resumed operation on
11 March 2020.

During the year, the Group has re-evaluated the overall
business strategy and direction of the Group after taking
into the consideration the current business environment.
Thus, the Group has decided to continue to focus its
efforts on EE Systems and WM Services by leveraging
on such experience and expertise to deliver advanced
solutions for water and waste management systems,
while pursuing municipal opportunities to generate
recurring income from investments in water supply and
waste projects.

We have also decided to exit from solar power industry
as we realized that we do not possess the first mover
advantage in the industry where many successful players
are already in the industry for the past couple of years,
having the experience and know-how already. Obtaining
a better tariff is getting more challenging now as the
industry is experiencing a continuing declining trend
for the tariff and the competition in the industry is
increasingly intense.

Nonetheless, the Group remains open to considering
business opportunities outside the EE Systems and WM
Services industry in the future. We are also looking



for opportunities for investment projects which would
generate recurring income stream for the Group. Besides
planning to venture into new markets, we also have
the intention to revitalize our presence in the markets
where we have had presence many years ago such as
Philippines.

The Group is expected to experience challenges
arising from the outbreak of COVID-19 which is likely
to negatively affect our business in FY2020 as the
pandemic has impeded the growth for the global
economy. The Group will continue its efforts to diversify
its revenue and procurement sources so as to stay
resilient in the face of unexpected challenges. However,
given that uncertainties persist amidst the outbreak of
COVID-19, we will continue to monitor the situation
and tweak our strategy accordingly.

WORDS OF APPRECIATION

First of all, I would like to welcome Mr. Poh Kok Hong
who join us on board as the Chief Executive Officer and
Executive Director of the Company. Mr. Poh who has
a long track record working with various multinational
corporations (MNC) in the last 10 years. He was also
with Singapore Technologies Aerospace for 8 years from
1997-2005 and thereafter, he has been with various
MNCs for 14 years from 2005 to current date. Mr Poh
has accumulated relevant skillsets in engineering,
technical, management and regional business
development. With his background from the aerospace
industry, regional exposure and working experience
with MNCs, he will inject a breath of fresh air into the
company. He is able to re-energize the company with a
new set of ideas and perspectives.
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In addition, | would also like to extend my warm
welcome to Mr. Zhao Yong Chang as the Chief
Operating Officer of the Company. Mr. Zhao has more
than 30 years of experience in the water technology,
engineering and management industry. He is responsible
for supervising the Group’s operations in terms of
project sales and execution, leading the development of
water environment investment projects and technologies
and participating in the formation of the Group’s
policies.

| would also like to welcome Ms. Gn Jong Yuh
Gwendolyn and Ms. Ong Joo Mien Joanna as the
Independent Directors of the Company.

I would also like to thank Mr. Thye Kim Meng and Mr. Oh
Chee Sien, who stepped down as the Executive Chairman
and Non-Executive Director of the Group respectively, for
their contribution during their tenure and we wish them all
the best for their future endeavors.

I would like to extend my heartfelt gratitude to our
customers, employees, management, suppliers and
shareholders for their unwavering support. It has been
a tough year and | hope that we can tide over the
difficulties hand in hand. Last but not least, | would like
to express my gratitude to the Board for their guidance
and counsel.

WANG YAOYU
EXECUTIVE CHAIRMAN
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WANG YAOYU
Chinese, Aged 63
Executive Chairman

Mr. Wang Yaoyu was appointed as the Executive
Director of our Company on 13 September 2016. He is
currently the Chairman of Wuhan Kaidi Water Service
Company. He is responsible for formulating strategic
direction and policy and responsible for the profit and
loss of a major subsidiary. Mr. Wang has more than
15 years of experience in the wastewater treatment
industry. He was the Executive Director of Asia Water
Technology Ltd. and a Director of SIIC Environment
Holdings (Wuhan) Co., Ltd.

Mr. Wang graduated from Hefei University of
Technology with a Degree in power plant and electric
power system in 1982.

POH KOK HONG
Singapore Citizen, Aged 49
Chief Executive Officer

Mr. Poh Kok Hong was appointed Executive Director and
CEO of Darco Water Technologies Ltd on 1 July 2019.
Mr. Poh has over 20 years of experience working in
military and commercial aviation industry. In the past
10 years, he has worked in various multi-billion dollars
multi-national corporations; such as StandardAero,
NORDAM and Goodrich. Mr. Poh has extensive regional
experience managing business operations in key growth
countries in Asia.

Mr. Poh has a Bachelor of Science in Aerospace
Engineering and a Master of Science in Aerospace
Engineering with Minor in Electrical Engineering from
Mississippi State University, USA.

WANG ZHI
Singapore Citizen, Aged 55
Non-Executive Deputy Chairman

Mr. Wang Zhi was appointed to the Board of the
Company on 3 April 2018 and he assumed the position
of the Deputy Non-Executive Deputy Chairman of
the Board and as the Chairman of the Investment
Committee of the Company.

Wang Zhi, aged 55 is a Singaporean and an engineer by
profession. He graduated with a Bachelor Degree from
the Chemical Engineering Department of Nanchang
Aeronautical Engineering Institute in Nanchang, China.

He is currently the Chairman of Future International
Investments Limited, Future International Investment
Limited and Future Holdings Group Limited, companies
incorporated in Hong Kong and are involved in
investment and management of water supply, renewable
energy and tourism and ecological agriculture businesses
mostly in China.

He has more than 20 years of experience in the business
of water and wastewater treatments and water supply.
Prior to venturing into his own business, he was the
China Chief Representative and General Manager of a
company listed on Bursa Malaysia and he was involved
in the business development of water and wastewater
projects and investments.

TAY LEE CHYE LESTER
Singapore Citizen, Aged 46
Lead Independent Director

MR. TAY LEE CHYE LESTER was appointed as the Lead
Independent Director of our Company on 23 April 2015.
He is currently the Chairman of the Audit Committee
and a member of the Remuneration Committee and
Nominating Committee. He has approximately 20 years
of experience in accounting, audit, financial advisory
and fund management. He is the Chief Executive Officer
at Rockstead Capital Group since 2007. Prior to that, he
was the Chief Financial Officer of Asia Water Technology
Ltd from 2004 to 2007. He graduated from Nanyang
Technological University with degree in Accountancy in
1998. He was awarded Nanyang Outstanding Young
Alumni Award Recipient in 2007. He is a member of
Singapore Institute of Directors and a member of the
Institute of Singapore Chartered Accountants.



TAY VON KIAN
Singapore Permanent Resident, Aged 48
Independent Director

Mr. Tay Von Kian was appointed as an Independent
Director of our Company on 14 August 2015. He
is currently a member of the Audit Committee and
the Remuneration Committee. He has approximately
18 years of working experience in corporate fund
raising. He is currently working in a financial institution.
Prior to that, he has had working stints in the Corporate
Finance units of banks and securities firm. Mr. Tay
graduated from Macquarie University, Sydney with a
Bachelor of Commerce (Accounting) with Bachelor of
Laws degrees. He was admitted as Solicitor in the New
South Wales, Australia and was called to the Malaysian
Bar in 1997. He is also currently a member of CPA
Australia.

GN JONG YUH GWENDOLYN
Singapore Citizen, Aged 49
Independent Director

MS. GN JONG YUH GWENDOLYN was appointed
as the Independent Director of our Company on
02 May 2019. She is currently the Chairman of the
Nominating Committee and a member of the Audit and
Remuneration Committee.

Ms Gn has more than 20 years’ experience as a
Corporate Lawyer, specialising in corporate finance
and capital markets in Singapore and the Asian region.
Ms. Gn is currently an Equity Partner in ShookLin & Bok
LLP where she actively advises both Main Board and
Catalist listed companies, SMEs, MNCs and financial
institutions on areas of fund raising, IPOs / RTOs / dual
listings, mergers and acquisitions, corporate structuring
and corporate governance. Ms. Gn graduated with
LLB Hons (Second Upper) from the National University
of Singapore in 1994 and was called to the Singapore
bar as an Advocate and Solicitor in 1995. Ms. Gn is a
winner of the International Law Office and Lexology
Client Choice Award 2014 in Singapore for Capital
Markets and has been recognised as a leading capital
markets and corporate finance lawyer in Asialaw
Leading Lawyers. She has been named as an expert
in Euromoney’s Guide to the World’'s Leading Women
in Business Law and World's Leading Capital Markets
Lawyers.
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JOANNA ONG JOO MIEN
Singapore Citizen, Aged 55
Independent Director

Mdm. Joanna Ong Joo Mien was appointed as an
Independent Director of our Company on 2nd May
2019. She is currently the Chair of the Remuneration
Committee and a member of the Audit Committee
and Nominating Committee. Mdm. Ong has more than
25 years of experience in accounting and financial
management.

Joanna is currently the Director of J.Ong Business
Services, a corporate services consulting firm,
which specialises in providing finance services and
management strategy to SMEs in Singapore.

Prior to establishing her consultancy firm, Joanna was
the Vice-President of Finance under the consumer
market group in StarHub Limited (listed in SGX-ST).

Prior to StarHub, she has worked for more than 10 years
with Singapore Cable Vision Ltd. She started her career
with Price Waterhouse CPA before joining Singapore
CableVision Ltd.

Joanna has a Bachelor of Accountancy from the National
University of Singapore. She is a member of both the
Institute of Singapore Chartered Accountants (ISCA) and
Singapore Institute of Directors.

She is currently an Independent director and chair of the
audit committee at Asian Pay Television Trust (a listed
business trust in SGX-ST).

v

= \
b A
p






ZHAO YONG CHANG
Singapore Citizen, Aged 53
Chief Operating Officer

Mr. Zhao Yong Chang is a veteran in the water and
environmental business. During his 30 years professional
experience, he was involved in the proposal, design,
construction, commissioning and operation of various
projects and plants. As Chief Operating Officer, Mr Zhao
is responsible for supervising the group’s operation in
terms of project sales and execution. Mr Zhao also takes
the lead in the development of new investment projects
for the Group. In addition, he assists the CEO in the
formation of Group's policies.

Mr. Zhao holds a Bachelor's degree from Tsinghua
University and a Master’s degree from National
University of Singapore. Mr. Zhao contributes to the
steady growth of the Group by leveraging on his
extensive networks in China, Singapore and other
ASEAN countries.

TEH CHUN SEM
Aged 33
Financial Controller

Mr. Teh Chun Sem was appointed as the Financial
Controller on 31 May 2016. He is responsible for
overseeing the Group’s financial, account matters
and risk function. Mr. Teh has approximately 8 years
of working experience in the audit industry serving
various clients from diverse industries including trading,
engineering, education and manufacturing. Prior to
joining Darco, he was a Audit Assistant Manager at BDO
LLP.

Mr. Teh holds the ACCA Professional Qualification with
the Association of Chartered Certified Accountants of
the United Kingdom. He is a non-practising member of
the Institute of Singapore Chartered Accountants and
a member of the Association of Chartered Certified
Accountants.
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INCOME STATEMENT REVIEW
Revenue decreased 10.7% year-on-year (“yoy"”) from $83.8
million in FY2018 to $74.8 million in FY2019.

SEGMENTAL CONTRIBUTION
Revenue from Engineered Environmental Systems (”EE
Systems”) decreased from $63.7 million in FY2018 to $53.7
million in FY2019 mainly due to lower contribution from
the Engineering, Procurement, and Construction (“EPC")
projects in China and Malaysia.

Revenue from Water Management Services ("WM
Services”) remained stable at $8.3 million in FY2019.

Sales from trading of chemical, spare parts and others
increased from $11.7 million in FY2018 to $12.8 million in
FY2019 mainly due to higher trading volume of parts and
chemical in Malaysia to our water treatment customers in
Malaysia.

GEOGRAPHICAL CONTRIBUTION

Malaysia, China and Singapore are the main markets of
the Group which contributed 98.1% of the total Group’s
revenue.

The Group's overall gross profit reduced from $14.0 million
in FY2018 to $10.0 million in FY2019. The Group's overall
gross profit (“GP"”) margin has decreased from 16.6% in
FY2018 to 13.4 % in FY2019. Due to the stiff competition

in the China market, the Group has had to lower its profit
margin when tendering and securing the contracts in
China. The average project margin in China for EPC project
is ranging from 10% to 13%. As China is one of our major
market segments, the lower margin for China projects has
significantly reduced the overall Group profit margin for the
year.

The Group's other income has decrease from $0.7 million
in FY2018 to $0.5 million in FY2019. This is mainly due
to the decreased in government grant income from $0.4
million in FY2018 to $0.2 million in FY2019.

The group’s marketing and distribution expenses decreased
from $2.1 million in FY2018 to $1.7 million in FY2019
mainly due to lower marketing cost incurred in China. The
decrease in sales and marketing expenses is in line with the
reduction in the Group revenue.

Administrative expenses which comprise of staff salary,
professional fees, depreciation and other operating
expenses, increased from $13.1 million in FY2018 to $16.3
million in FY2019, mainly due to the impairment loss of
non-financial assets amounting to $2.9 million.

Impairment loss on financial assets are mainly the one off
impairment for Inventories, trade receivables and contract
assets amounting to $3.8 million.

SEGMENTAL REVENUE CONTRIBUTION

Engineered
Environmental
Systems

~ YEAR ENDED
31 DEC 2018

31 DEC 2019
($7000)

Water
Management
Services

Trading

Consolidated
Sales




As a result of the above, the Group registered a net loss of
$11.5 million in FY2019, as compared to a net loss of $1.8
million in FY2018.

Current assets of $96.3 million as at 31 December 2019
mainly comprised of trade and other receivables of $62.5
million, inventories of $6.2 million and cash and bank
balances of $27.4 million.

Non-current assets of $12.6 million as at 31 December
2019 largely comprised of intangible assets of $3.6 million,
property, plant and equipment of $7.6 million, rights-of-
use assets of $0.7 million and deferred income tax assets of
$0.7 million.

Current liabilities of $64.1 million as at 31 December 2019
comprised of trade and other payables of $52.6 million,
borrowings of $10.9 million, lease liabilities $0.3 million
and income tax payable of $0.3 million.

Non-current liabilities of $1.6 million as at 31 December
2019 comprised mainly lease liabilities of $0.2 million and
borrowings of $1.3 million.
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Shareholders’ equity decreased from $54.2 million in
FY2018 to $43.1 million in FY2019.

Net cash used in operating activities was $1.5 million in
FY2019, compared to cash outflow of $6.9 million in
FY2018.

Net cash used in investing activities was $3.6 million in
FY2019, compared to cash outflow of $0.4 million in
FY2018.

Net cash generated from financing activities was
$2.8 million in FY2019, while the Group has a net cash
inflow of $14.8 million from financing activities in FY2018.

The Group cash and cash equivalents as at 31 December
2019 stands at $20.2 million.

GEOGRAPHICAL REVENUE CONTRIBUTION ($'000)

FY2018
TOTAL

83,832

SINGAPORE
718
TAIWAN

43,998
CHINA

{774
OTHERS

31,079
MALAYSIA

FY2019
TOTAL

74,801

TAIWAN
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CHINA
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OTHERS

PASEVAS
MALAYSIA
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BOARD OF DIRECTORS

WANG YAOYU
(Executive Chairman)

WANG ZHI
(Non-Executive Deputy Chairman)

POH KOK HONG
(Chief Executive Officer)

TAY LEE CHYE LESTER

(Non-Executive Lead Independent Director)

TAY VON KIAN

(Non-Executive Independent Director)

GN JONG YUH GWENDOLYN

(Non-Executive Independent Director)

JOANNA ONG JOO MIEN

(Non-Executive Independent Director)

AUDIT COMMITTEE

TAY LEE CHYE LESTER
(Chairman)

TAY VON KIAN
GN JONG YUH GWENDOLYN
ONG JOO MIEN JOANNA

NOMINATING COMMITTEE

GN JONG YUH GWENDOLYN
(Chairman)

TAY LEE CHYE LESTER
ONG JOO MIEN JOANNA

REMUNERATION COMMITTEE

ONG JOO MIEN JOANNA
(Chairman)

TAY LEE CHYE LESTER
TAY VON KIAN
GN JONG YUH GWENDOLYN

COMPANY SECRETARY
JOEL TAN WEI JIE

REGISTERED OFFICE

Harvest @ Woodlands
280 Woodlands Industrial Park E5 #09-36,
Singapore 757322

REGISTRAR AND SHARE TRANSFER OFFICE

Boardroom Corporate & Advisory Services Pte. Ltd.
50 Raffles Place

#32-01 Singapore Land Tower

Singapore 048623

AUDITORS

Crowe Horwath First Trust LLP

Public Accountants and Chartered Accountants
Singapore

8 Shenton Way

#05-01, AXA Tower

Singapore 068811

Partner-in-charge: Kow Wei-Jue Duncan
(appointment effective from financial year ended
31 December 2019)
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CORPORATE GOVERNANCE
REPORT

The Board of Directors (the “Board” or the “Directors”) and the management (the “Management”) of Darco Water
Technologies Limited (the “Company”, and together with its subsidiaries, the “Group”) are strongly committed to
maintaining a high level of corporate governance which is essential to the protection of interests of shareholders of
the Company (“Shareholders”) and enhancing long-term Shareholder value and returns.

The Monetary Authority of Singapore (“MAS") issued the revised Code of Corporate Governance on 6 August 2018
(the “2018 Code”) and the 2018 Code applies to annual reports covering financial years with effect from 1 January
2019. The Listing Manual of the Singapore Exchange Securities Trading Limited (the “SGX-ST Listing Manual”)
require listed companies to describe in its annual report its corporate governance practices with specific reference to
the principles and the provisions of the 2018 Code. The Company must comply with the principles of the 2018 Code.
Where the Company’s practices vary from any provisions of the 2018 Code, it must explicitly state, in its annual report,
the provision from which it has varied, explain the reason for variation, and explain how the practices it had adopted
are consistent with the intent of the relevant principle.

This report outlines the Company’s corporate governance framework in place throughout the financial year ended
31 December 2019 (“FY2019") with specific references made to each of the principles and the accompanying provisions
to each principles of the 2018 Code and the relevant Practice Guidance of the Singapore Exchange Securities Trading
Limited (the “SGX-ST") (the “Practice Guidance”). The Company has complied with the principles set out in the 2018
Code. Where there are deviations, appropriate explanations have been set out on how our practices are consistent
with the aim and philosophy of the principle in question. This report also makes references to the Code of Corporate
Governance implemented on 2 May 2012 (the “2012 Code"”) in relation to the relevant principles and accompanying
guidelines that are still in force.

PRINCIPLE 1: THE BOARD’S CONDUCT OF AFFAIRS

The company is headed by an effective Board which is collectively responsible and works with Management for the
long-term success of the company.

The Board is collectively responsible for providing overall strategy and direction to the Management  Principle 1
and the Group. The Board’s key responsibilities include providing entrepreneurial leadership and

supervision to the Management of the Company and the Group with a view to protect shareholders’

interests, enhance long-term shareholders’ value, safeguard the Company’s assets, and achieve long-

term success of the Company and the Group.

The Board’s principal responsibilities are to:

(a) guide the formulation of the Group’s overall long-term strategic objectives and directions
through entrepreneurial leadership, including setting the Group’s policies and strategic plans
and monitor achievement of these corporate objectives;

(b) establish goals for management and monitor the achievement of these goals;
(c) ensure management leadership of high quality, effectiveness and integrity;

(d) review internal controls, risk management, financial performance and reporting compliance;
and

(e) to set the Company’s values and standards (including ethical standards).
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All Directors act objectively and discharge their duties and responsibilities at all times as fiduciaries
and make decisions in the best interests of the Company and hold Management accountable for
performance. The Board has put in place a code of conduct and ethics, which set out a code of
conduct and ethical standards for Directors and staff to adhere to, and sets appropriate tone-from-
the-top and desired organisational culture, and ensures proper accountability within the Company.
Directors who face a conflict of interest recuse themselves from discussions and decisions involving
the issues of conflict.

In FY2019, the Company, has updated the Board on relevant new laws and regulations affecting
the Company. From time to time, and through Board meetings and other meetings, both formal
and informal, our Chief Executive Officer (“CEO") has been advising our Directors of the changing
commercial and business risks faced by our Company.

The Directors are also updated regularly with changes to the Listing Rules, risk management, corporate
governance, insider trading and the key changes in the relevant regulatory requirements and financial
reporting standards and the relevant laws and regulations to facilitate effective discharge of their
fiduciary duties as Board or Board Committees members.

New releases issued by the SGX-ST and Accounting and Corporate Regulatory Authority (“ACRA")
which are relevant to the Directors are circulated to the Board by the Management.

For FY2019:—

(i) The Directors are informed of upcoming conferences, seminars, and training programs relevant
to their roles as Directors of the Company; and

(i) The external auditors update the Audit Committee (“AC”) and the Board on the new and
revised financial reporting standards that are applicable to the Company and/or the Group.

The Directors are encouraged to attend seminars and receive training to improve themselves in the
discharge of Directors’ duties and responsibilities. Changes to regulations and accounting standards
are monitored closely by the Management. To keep pace with such regulatory changes, the Company
provides opportunities for ongoing education and training on Board processes and best practices as
well as updates on changes in legislation and financial reporting standards, regulations and guidelines
from the Listing Rules that affect the Company and/or the Directors in discharging their duties. Such
training costs are borne by the Company.

All new Directors shall be provided with background information about the Group’s history and
core values and industry-specific knowledge. Appropriate briefing and orientation will be arranged
for newly appointed Directors to familiarise them with the Group’s business operations, strategic
directions, Directors’ duties and responsibilities and the corporate governance practices. They will
also be given opportunities to visit the Group’s operational facilities and meet the Management so
as to gain a better understanding of the Group’s business.

Provision 1.1

Provision 1.2

Rule 210(5)(a)



DARCO WATER TECHNOLOGIES LIMITED
ANNUAL REPORT 2019

¢

CORPORATE GOVERNANCE
REPORT

In addition to the above, the Company has arrangements in place for newly appointed Directors with
no prior experience as a director of a listed company on the SGX-ST to undergo training in the roles
and responsibilities of a director of a listed company on the SGX-ST as prescribed by the SGX-ST. If
the Nominating Committee (“NC") is of the view that training is not required because the Director
has other relevant experience, the basis of the NC's assessment will be disclosed.

Mr. Wang Zhi was appointed as a Director of the Company on 3 April 2018. Mr. Wang Zhi is required
to undergo training in the roles and responsibilities of a director of a listed company on the SGX-ST
as prescribed by the SGX-ST as he had no prior experience as a director of a listed company on the
SGX-ST. Mr. Wang Zhi has provided his undertaking to the Company that he will attend the prescribed
courses and trainings by SGX-ST by the end of Year 2020.

The Company will provide a formal letter to newly appointed Directors upon their appointment
explaining their statutory duties and responsibilities as Directors.

The Board has first adopted the Group Charter in FY2003 and the Group Charter is subject to  Provision 1.3
continuous updates and review by the Board. The Group Charter sets out the Group’s internal

guidelines for material contracts and investments exceeding specified amounts. This Group Charter

also forms part of our Group’s risk management process, which ensures that all contracts entered

into, and investments made by the Group, of a material contract sum are approved by the appropriate

levels of Management, up to the Board level.

The Board has adopted a set of internal guidelines setting forth matters that require Board approval,
and these internal guidelines have been clearly communicated to the Management in writing. The
Board has identified the following areas for which the Board has direct responsibility for decision
making within the Group:

(i) Approval of the Group’s major investments/divestments and funding decisions;

(ii) Approval of the Group’s half-year and full-year financial result announcements for release to
the SGX-ST;

(iii)  Approval of any agreement which is not in the ordinary course of business;
(iv)  Approval of any major borrowings or corporate guarantees in relation to borrowings;
(v) Entering into any profit-sharing arrangement;

(vi)  Entering into any foreign exchange hedging transactions;

(vii)  Incorporation or dissolution of any subsidiary;

(viii)  Issuance of shares or declaration of dividends;

(ix) Approval of material interested person transactions;

(x) Approval of the annual report and audited financial statements;

(xi) Convening of general meetings;

(xii)  Approval of corporate strategies;

(xiii)  Approval of material acquisitions and disposal of assets; and

(xiv)  Approval of announcements or press releases concerning the Group for release to the SGX-ST.
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To assist the Board in the execution of its responsibilities, the Board is supported by three (3) key
board committees namely AC, NC, and Remuneration Committee (“RC”) (collectively, “Board
Committees”), which are delegated with specific responsibilities. The Board Committees operate
within clearly defined written terms of reference setting out their compositions, authorities and duties,
including reporting back to the Board. The Board Committees play an important role in ensuring good
corporate governance in the Company and within the Group. The written terms of reference of the
Board Committees are reviewed on a regular basis to ensure their continued relevance.

Details of the other Board Committees are as set out below:
(i) Nominating Committee (Principle 4);

(i) Remuneration Committee (Principle 6); and

(iii) Audit Committee (Principle 10).

Additionally, the Board is supported by an Investment Committee (“IC"), which comprises the
following members:

Investment Committee
The IC comprises of Mr. Wang Zhi, Ms. Heather Tan Chern Ling and Mr. Teh Chun Sem.

The IC operates within clearly defined written terms of reference setting out its compositions,
authorities and duties. The key role of the IC is to assist the Board in discharging its responsibility in
relation to investment-related matters as described in its written terms of reference, including advising
and/or making recommendations to the Board on investment management related matters (or sub-
delegating all or part of its authority to other competent bodies and/or management members of the
Company. All material and significant matters are reported to the Board by the IC.

The Board and Board Committees will meet as and when required to approve matters relating to
announcements of, among others, financial results, annual report, material acquisitions and disposals
of assets.

At the meetings of the Board and Board Committees, the Directors actively participate and are free
to discuss and openly challenge the views presented by the Management and the other Directors.
The decision making process is an objective one.

The Board conducts meetings at least twice annually. In lieu of physical meetings, written resolutions
were also circulated for approval by the members of the Board. Meetings via telephone conference
are permitted by the Company’s Constitution.

Provision 1.4

Listing Rule
210(5)(e)

Provision 1.5
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The attendances of the Directors at the formal Board meetings and Board Committee meetings held
during FY2019, with the company secretary in attendance, are as follows:

Board Committees
Audit Nominating Remuneration Investment
Board Committee Committee Committee Committee (“IC")
No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of

Name of meetings | meetings | meetings | meetings | meetings | meetings | meetings | meetings | meetings | meetings
Director held attended held attended held attended held attended held attended
Wang Yaoyu 2 2 N.A. N.A. N.A. N.A. N.A. N.A. N.A. N.A.
Wang Zhi 2 2 N.A. N.A. N.A. N.A. N.A. N.A. N.A. N.A.
Poh Kok Hong™ 2 1 N.A. N.A. N.A. N.A. N.A. N.A. N.A. N.A.
Tay Lee Chye 2 2 3 3 2 2

Lester 1 1 N.A. N.A.
Tay Von Kian 2 2 3 3 2 2 1 1 N.A. N.A.
Gn Jong Yuh 2 1 3 2 2 0

Gwendolyn®@ 1 0 N.A. N.A.
Ong Joo Mien 2 1 3 2 2 0

Joanna® 1 0 N.A. N.A.
Thye Kim 2 1 N.A. N.A. N.A. N.A.

Meng® N.A. N.A. N.A. N.A.
Heather Tan 2 1 N.A. N.A. N.A. N.A.

Chern Lin® N.A. N.A. N.A. N.A.
Oh Chee Sien® 2 1 3 1 2 2 1 1 N.A. N.A.
Notes:

(1) Mr Poh Kok Hong was appointed as Executive Director and Chief Executive Officer with effect from 1 July 2019

(2) Ms Gn Jong Yuh Gwendolyn was appointed as Non-Executive Independent Director with effect from
2 May 2019

(3) Ms Ong Joo Mien Joanna was appointed as Non-Executive Independent Director with effect from 2 May 2019
(4) Mr Thye Kim Meng resigned as Managing Director and Chief Executive Officer with effect from 31 May 2019

(5) Ms Heather Than Chern Lin resigned as Executive Director and member of Audit Committee with effect from
30 April 2019

(6) Mr Oh Chee Sien resigned as Non-Executive Independent Director with effect from 9 May 2019

Directors with multiple board representations ensure that sufficient time and attention are given to
the affairs of the Company.

Board and Board Committee papers are prepared for each Board and Board Committee meeting Provision 1.6
respectively and furnished to the Board and Board Committees respectively prior to any Board or Board

Committee meeting. The Board and Board Committee papers are issued in sufficient time to enable

the Directors to obtain additional information or explanations from the Management, if necessary.

The Board and Board Committee papers include minutes of the previous meetings, financial results
announcements, reports from the internal auditors and external auditors, reports from the Board

Committees, and related materials, background or explanatory information relating to the matters

to be raised at Board and Board Committee meetings.
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The Directors are regularly updated by the Management on the developments within the Group and
are supplied with such other information so that they are equipped to participate fully at Board and
Board Committee meetings.

The members of the Board have separate and independent access to the Management and the Provision 1.7
Company Secretary and are provided with adequate background information prior to Board and
Board Committee meetings. The Management has taken a pro-active approach of informing the
Directors on a timely basis of important corporate actions to be taken by the Company and events

that will affect the Company, even if such developments may not require the approval of the Board.

The appointment and removal of the Company Secretary is a matter for the Board to decide as a
whole. The Company Secretary or his or her representative administers, attends and prepares minutes
of the Board and Board Committees meetings and assists the Chairman of the Board and/or the AC,
NC and RC in ensuring proper procedures at such meetings are followed and reviewed so that the
Board and the Board Committees function effectively.

The members of the Board may seek the advice of independent professional advisers, the cost of
which will be borne by the Company.

PRINCIPLE 2: BOARD COMPOSITION AND GUIDANCE

The Board has an appropriate level of independence and diversity of thought and background in its composition to
enable it to make decisions in the best interests of the company.

Following the changes in the composition of the Board with effect from 1 July 2019, and as at the  Principle 2
date of this Corporate Governance Report, the Board comprises two (2) Executive Directors, one (1)
Non-Executive Non-Independent Director, and four (4) Independent Non-Executive Directors. Presently,
there is a strong and independent element on the Board with the Independent Non-Executive Directors
making up a majority of the Board. Together, the Directors bring a wide range of business and
financial experience relevant to the Group.
_ Date Listing Rule
Date of First of Last
Name of Directors Board Appointment | Re-Election AC NC RC IC 1207(10B)
Wang Yaoyu Executive 13 September 25 April - - - -
Chairman 2016 2019
Wang Zhi Non-Executive 3 April 2018 25 April - - - Chairman
Deputy Chairman 2019
Poh Kok Hong™ Executive Director 1 July 2019 - - - - -
and Chief
Executive Officer
Tay Lee Chye Lester Lead Independent | 23 April 2015 25 April Chairman Member Member -
Director 2019
Tay Von Kian Non-Executive 14 August 25 April Member - Member -
Independent 2015 2019
Director
Gn Jong Yuh Non-Executive 2 May 2019 - Member | Chairman Member -
Gwendolyn®@ Independent
Director
Ong Joo Mien Non-Executive 2 May 2019 - Member Member Chairman -
Joanna® Independent
Director
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Date
Date of First of Last

Name of Directors Board Appointment | Re-Election AC NC RC IC
Thye Kim Meng® Managing 13 October 25 April - - - -

Director and 2002 2019

Chief Executive

Officer
Heather Tan Chern Executive Director | 25 May 2006 25 April - - - Member
Lin® 2019
Oh Chee Sien® Non-Executive 13 August 25 April - - - -

Independent 2015 2019

Director

Notes:
(1) Mr Poh Kok Hong was appointed as Executive Director and Chief Executive Officer with effect from 1 July 2019

(2) Ms Gn Jong Yuh Gwendolyn was appointed as Non-Executive Independent Director with effect from
2 May 2019

(3) Ms Ong Joo Mien Joanna was appointed as Non-Executive Independent Director with effect from 2 May 2019
(4) Mr Thye Kim Meng resigned as Managing Director and Chief Executive Officer with effect from 31 May 2019

(5) Ms Heather Than Chern Lin resigned as Executive Director and member of Audit Committee with effect from
30 April 2019

(6) Mr Oh Chee Sien resigned as Non-Executive Independent Director with effect from 9 May 2019

Mr. Wang Yaoyu, the Company’s Executive Chairman, is part of the Management team and is not Provision 2.2
considered independent. Accordingly, Independent Non-Executive Directors make up a majority of  Provision 2.3
the Board.

The Board, taking into account the views of the NC, determines on an annual basis the independence  Provision 2.1
of each Independent Non-Executive Director based on the guidelines provided in the Code, such

as one who is independent in conduct, character and judgement, and has no relationship with the

Company, its related corporations, its substantial shareholders or its officers that could interfere, or be

reasonably perceived to interfere, with the exercise of the director’s independent business judgement

in the best interests of the Company.

In determining the independence of each Independent Non-Executive Director, the Board and the NC
also consider the new Rules 210(5)(d)(i) and (ii) of the Listing Manual, which took effect on 1 January
2019. Pursuant to Rules 210(5)(d)(i) and (ii) of the Listing Manual, the Board and the NC consider
that a director is not independent under any of the following circumstances:

(i) if he is employed by the Company or any of its related corporations for the current or any of
the past three (3) financial years; and

(ii) if he has an immediate family member who is employed or has been employed by the Company
or any of its related corporations for the past three (3) financial years, and whose remuneration
is determined by the Remuneration Committee of the Company.

The NC has reviewed and determined that the Independent Non-Executive Directors, namely Mr Tay
Lee Chye Lester, Mr Tay Von Kian, Ms Gn Jong Yuh Gwendolyn, and Ms Ong Joo Mien Joanna
are independent and in accordance with the Code and the Listing Rules and are able to exercise
independent judgement.
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The Independent Non-Executive Directors have confirmed that they do not have any relationship with
the Company, its related corporations, its substantial shareholders or its officers that could interfere,
or be reasonably perceived to interfere, with the exercise of the Director’s independent business
judgement in the best interests of the Company.

There is no Independent Non-Executive Director who has served on the Board beyond nine years from
the date of his first appointment.

The Independent Directors participate actively during Board meetings. The Company has benefited
from the Management’s access to its Directors for guidance and exchange of views both within and
outside of the meetings of the Board and Board Committees. The Independent Directors communicate
amongst themselves and have direct access to the Company’s auditors and Senior Management.

Non-Executive Directors and Independent Directors exercise no management functions in the Group.
Although all the Directors have equal responsibility for the performance of the Group, the role of
the Non-Executive Directors and Independent Directors is particularly important in ensuring that the
strategies proposed by the Management are fully disclosed and rigorously examined and take into
account the long-term interests, not only of the shareholders, but also of the employees, customers,
suppliers and the communities in which the Group conducts its business. The Non-Executive Director
and Independent Directors are also involved in reviewing the performance of Management against
agreed goals and objectives. The NC considers the Non-Executive Director and Independent Directors
to be of sufficient calibre and their views to be of sufficient weight such that no individual or small
group of individuals dominates the Board’s decision-making process.

Independent Directors exercise no management functions in the Group. The role of the Independent
Directors is particularly important in ensuring that the strategies proposed by the Management are
fully discussed and rigorously examined and monitoring the reporting of performance.

The NC has reviewed the size and composition of the Board. The NC and the Board is of the opinion
that the current size and composition of the Board is appropriate for decision making, taking into
account the scope and nature of the Group's operations. There are no Directors who are deemed
independent, notwithstanding the existence of a relationship as stated in the Code that would
otherwise deem him not to be independent.

The Board’s policy in identifying director nominees is primarily to have an appropriate balance and
mix of members with complementary skills, knowledge, experience and core competencies for the
Group. The Board also has regard to other aspects of diversity such as gender and age, so as to avoid
groupthink and foster constructive debate.

The Company has adopted a Board Diversity Policy which recognises that a diverse Board will enhance
the decision-making process by utilising the variety in skills, industry and business experiences,
gender and other distinguishing qualities of the members of the Board. Diversity will be considered
in determining the optimum composition of the Board so that, as a whole, it reflects a range of
different perspectives, complementary skills and experiences, which is likely to result in better decision-
making and allow the Board members to better identify possible risks, raise challenging questions,
and contribute to problem-solving. In accordance with the Board Diversity Policy, the NC will review
the relevant objectives for promoting and achieving diversity on the Board, the progress made, and
make recommendations for approval by the Board. NC will review this policy from time to time as
appropriate and the progress made.

Provision 2.4
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The NC will, in reviewing and assessing the composition of the Board and recommending the
appointment of new directors to the Board, consider candidates on merit against the objective criteria
set and with due regards for the benefits of diversity on the Board.

The Board members provide a range of core competencies in accounting, finance, business
management experience and industry knowledge that provide effective governance and stewardship
for the Group.

The current Board composition provides a diversity of skills, experience and knowledge to the
Company as follows:

Number of Directors

Core Competencies

— Accounting and/or finance 3

— Relevant industry knowledge or experience 3

— Legal 1
Gender

- Male 5

— Female 2

To facilitate open discussions and the review of the performance and effectiveness of Management, Provision 2.5
the Non-Executive Directors and the Independent Directors meet regularly without the presence of

Management. The chairman of such meetings provides feedback to the Board and/or the Executive

Chairman, as appropriate.

PRINCIPLE 3: CHAIRMAN AND CHIEF EXECUTIVE OFFICER

There is a clear division of responsibilities between the leadership of the Board and Management, and no one individual
has unfettered powers of decision-making.

There is a clear division of responsibilities between the leadership of the Board and the Management,  Principle 3
and no one individual has unfettered powers of decision-making.

The Executive Chairman and the Chief Executive Officer ("CEO") of the Company are separate Provision 3.1
persons. Mr. Wang Yaoyu is the Executive Chairman, while Mr. Poh Kok Hong is an Executive Director

and CEO. This ensures that there is an appropriate balance of power between the Executive Chairman

and the CEO and thereby allows for increased accountability and greater capacity of the Board for

independent decision making.

The Board has clearly established and set out in writing the division of responsibilities between the  Provision 3.2
Executive Chairman and the CEQ. The responsibilities of the Executive Chairman include:

(i) Scheduling of meetings to enable the Board to perform its duties responsibly while not
interfering with the flow of the Group’s operations;
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(i) Ensuring that Directors receive accurate, timely and clear information, and ensuring effective
communication with shareholders;

(iii) Ensuring the Group’s compliance with the Code; and
(iv) Acting in the best interests of the Group and shareholders.

The Company is in compliance with the Provision 3.3 of the Code where the Board had appointed Provision 3.3
Mr. Tay Lee Chye Lester as the Lead Independent Director on 23 April 2015 to co-ordinate and to

lead the Independent Directors to provide a non-executive perspective and contribute to a balance of

viewpoints on the Board. He is the main liaison on Board issues between the Independent Directors

and the Chairman.

The Lead Independent Director is available to shareholders where they have concerns and for which
contact through the normal channels of communication with the Chairman or Management are
inappropriate or inadequate.

When necessary, the Company co-ordinates informal meetings for Independent Directors and
Non-Executive Director to meet without the presence of the Executive Directors and/or the
Management to discuss matters such as the Group’s financial performance, corporate governance
initiatives, Board processes, succession planning as well as leadership development and the
remuneration of the Executive Directors. Led by the Lead Independent Director, the Independent
Directors and Non-Executive Director meet amongst themselves without the presence of the other
Directors where necessary and the Lead Independent Director will provide feedback to the Chairman
after such meetings.

PRINCIPLE 4: BOARD MEMBERSHIP

The Board has a formal and transparent process for the appointment and re-appointment of directors, taking into
account the need for progressive renewal of the Board.

As at the date of this Corporate Governance Report, the NC comprises of three (3) Independent Provision 4.2
Non-Executive Directors:

Nominating Committee

Ms. Gn Jong Yuh Gwendolyn (Chairman)
Mr. Tay Lee Chye Lester (Lead Independent Director)
Ms. Ong Joo Mien Joanna (Member)

In accordance with Provision 4.2 of the Code, the Lead Independent Director, Mr. Tay Lee Chye
Lester, is a member of the NC.

The Board has established written terms of reference for the NC which clearly set out the authority
and duties of the NC.

The principal functions of the NC include, inter alia, the following matters: Provision 4.1

(i) reviewing and making recommendations to the Board on succession plans for Directors, in
particular the appointment and/or replacement of the Chairman, the CEO and key management
personnel;
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(ii) reviewing and making recommendations to the Board on the process and criteria for evaluation
of the performance of the Board, its Board Committees and Directors;

(iii)  reviewing and making recommendations to the Board on the training and professional
development programmes for the Board and its Directors;

(iv) reviewing and making recommendations to the Board on the appointment and re-appointment
of Directors (including alternate directors, if any);

(v) reviewing on an annual basis the terms of reference of the NC, the composition of the NC and
the size of the Board with a view to determining the impact of the number upon effectiveness;

(vi) reviewing on an annual basis the required expertise of the Directors to ensure that the Directors
have the adequate relevant competencies to discharge their respective functions, and to ensure
that there is balance in competencies;

(vii)  assessing the effectiveness of the Board as a whole; and
(viii)  determining annually, and as and when circumstances require, the independence of Directors.

The Board periodically reviews the composition of the Board and Board Committees, taking Principle 4
into account the need for progressive renewal of the Board and each Director’s competencies,
commitment, contribution and performance.

The NC will, at least once every year, review and thereafter, make recommendations to the Board
regarding the Board structure, size, composition and core competencies.

For the selection and appointment of new Directors to the Board, the NC would, in consultation with  Provision 4.3
the Board, evaluate and determine the selection criteria with due consideration to the mix of skills,
experience, gender, and knowledge of the existing Board.

(i) first evaluates the strengths and capabilities of the existing Board before it proceeds to assess
the needs of the future Board;

(i) assess whether the needs of the future Board can be fulfilled by the appointment of one (1)
person, and if not, to consult the Board with respect to the appointment of two (2) persons;

(iii) seek out and source for a wide range of suitable candidates and obtain their resumes for
review;

(iv) conduct background checks on the candidates whose resumes the Company has received; and

(v) narrow this list of candidates to a short list, and then invite the shortlisted candidates for
an interview which may include a briefing of the duties required to ensure that there are no
differences in expectations, and to ensure that any new Director appointed has the ability
and capacity to adequately carry out his duties as a Director of the Company, taking into
consideration the number of listed company board representations he holds and other principal
commitments he may have.
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In selecting and appointing potential directors, the NC will seek out and source for a wide range
of suitable candidates including persons not directly known to the Directors. In addition, the NC is
empowered to engage professional search firms to seek out and source for suitable candidates, at
the Company’s expense. The NC gives due consideration to all suitable candidates regardless of who
identified the candidate. The NC will interview all suitable candidates in frank and detailed meetings,
and thereafter review and evaluate the candidates, taking into account the candidate’s track record,
experience, capabilities and other relevant factors, and make its recommendations to the Board on
all candidates nominated for appointment to the Board for approval. New Directors are appointed by
way of a Board resolution following which they are subject to re-election at the next Annual General
Meeting ("AGM").

The NC, in considering the re-appointment of any Director, had considered, inter alia, the attendance
record at meetings of the Board and Board Committees, intensity of participation at meetings, and
the quality of contributions to the development of strategy, the degree of preparedness, industry and
business knowledge and experience each Director possesses which are crucial to the Group’s business.

In accordance with the Constitution of the Company, all Directors shall retire at every AGM and
all new Directors appointed by the Board will have to retire at the next AGM following their
appointments (such Director shall then be eligible for re-election at that AGM). Additionally, pursuant
to the introduction of Rule 720(5) of the Listing Manual, which took effect from 1 January 2019, all
directors of the Company are required to submit themselves for re-nomination and re-appointment
at least once every three (3) years.

The NC has assessed and recommended that Mr. Wang Yaoyu, Mr. Wang Zhi, Mr. Poh Kok Hong, Mr.
Tay Lee Chye Lester, Mr. Tay Von Kian, Ms Gn Jong Yuh Gwendolyn and Ms. Ong Joo Mien Joanna
(collectively, “Retiring Directors”), be nominated for re-election at the forthcoming AGM. The Board
has accepted the NC's recommendation and the Retiring Directors will be offering themselves for
re-election at the forthcoming AGM.

In reviewing the nomination of the Retiring Directors, the NC considered the performance and
contribution of each of the Retiring Directors, having regards not only to their attendance and
participation at Board and Board Committees meetings but also the time and efforts devoted to the
Group's business and affairs.

Mr. Tay Lee Chye Lester, Ms. Gn Jong Yuh Gwendolyn and Ms. Ong Joo Mien Joanna, being members
of the NC who are retiring at the AGM, abstained from voting on the resolution in respect of their
re-nomination as a Director of the Company.

The NC reviews and affirms the independence of the Company’s Independent Non-Executive Directors
annually. Each Director is required to complete a Director’s independence checklist on an annual basis
to confirm his/her independence. The Director’s independence checklist is drawn up based on the
provisions provided in the Code and the Listing Rules, and requires each Director to assess whether
he/she considers himself/herself independent despite not being involved in any of the relationships
identified in the Code and the Listing Rules. The NC then reviews the Director’s independence checklist
to determine whether each Director is independent.

Listing Rule
720(5)

Provision 4.4
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The Independent Non-Executive Directors have confirmed that they do not have any relationship with
the Company, its related corporations, its substantial shareholders or its officers that could interfere,
or be reasonably perceived to interfere, with the exercise of the Director’s independent business
judgement in the best interests of the Company.

The Board, in consultation with the NC, considers Mr. Tay Lee Chye Lester, Mr. Tay Von Kian, Ms. Gn
Jong Yuh Gwendolyn and Ms. Ong Joo Mien Joanna to be independent based on the definition of
independence as set out in the Listing Rules and the Code.

The NC ensures that new directors are aware of their duties and obligations. Provision 4.5

Currently, the Board has not determined the maximum number of listed board representations which
any Director may hold. The NC and the Board focus on whether a Director has sufficient time to
adequately discharge his/her duties as a Director of the Company. The NC and the Board will review
the requirement from time to time to determine the maximum number of listed board representations
to ensure that Directors are able to meet the demands of the Group and are able to discharge their
duties adequately.

The NC monitors and assesses annually whether Directors who have multiple board representations
and other principal commitments, are able to give sufficient time and attention to the affairs of the
Company and diligently discharge his duties as a Director of the Company. The NC takes into account
the results of the assessment of the effectiveness of the individual Director, his actual conduct on the
Board and Board Committees, and his attendance record at meetings, in making this determination.

The NC is satisfied that in FY2019, despite their other listed company board representations and
other principal commitments, each of the Directors was able to give sufficient time and attention to
the affairs of the Company, and was able to adequately carry out his or her duties as a Director of
the Company.

There is no alternate director being appointed to the Board.

The key information regarding Directors such as academic and professional qualifications, Board
Committees served, Directorships or Chairmanships both present and past held over the preceding
three (3) years in other listed companies, their principal commitments and whether the appointment
is executive or non-executive are set out in pages 48 to 49 of the Annual Report.

Please also refer to the pages 50 to 60 of the Annual Report for the detailed information required Listing Rule
pursuant to Rule 720(6) of the Listing Rules. 720(6)

PRINCIPLE 5: BOARD PERFORMANCE

The Board undertakes a formal annual assessment of its effectiveness as a whole, and that of each of its board
committees and individual directors.

The Board has a process for assessing the effectiveness of the Board as a whole and its Board Principle 5
Committees, and for assessing the contribution of the individual Directors to the effectiveness of
the Board.

The NC is tasked with the assessment of the Board's performance, and reviews and evaluates the Provision 5.1
performance of the Board as a whole, each Board Committee, the contribution by the Chairman and

each individual Director on an annual basis. The NC also recommends for the Board’s approval the

objective performance criteria and process for the abovementioned evaluation.
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The NC has established an appraisal process to assess and evaluate the performance and effectiveness
of the Board as a whole and its Board Committees and for assessing the contribution by the Chairman
and each individual Director to the effectiveness of the Board. The evaluation is conducted annually
to identify areas of improvement and as a form of good Board management practice.

As part of the appraisal process, each Director was required to complete a Board evaluation form
adopted by the NC, whereby each Director completed a self-assessment checklist based on various
areas of assessment to assess their views on various aspects of the Board's, the Board Committee’s,
and each individual Director’s performance. The results of these self-assessment checklists will be
collated by the NC for review and assessment by the NC, which then tables the self-assessment
checklists to the Board for discussion and makes recommendations to the Board aimed at assisting
the Board to discharge its duties more effectively.

The NC focuses on a set of objective performance criteria in the evaluation of the Board as a whole,
the Board Committees and the individual Directors. The objective performance criteria used by the NC
includes the evaluation of the size and composition of the Board and Board Committees, the Board's
and the Board Committees’ access to information, the Board’s and Board Committees’ process and
accountability, the Board’s and the Board Committees’ performance in relation to discharging their
principal functions and responsibilities, and the Directors’ standard of conduct.

In assessing the effectiveness of the Board as a whole, the Board Committees, and the individual
Directors, the NC also takes into consideration the individual Director’s industry knowledge and/
or functional expertise, and workload requirements. The NC also assesses the contribution by the
Chairman and each individual Director to the effectiveness of the Board and Board Committees. In
addition, the NC considers the attendance, level of preparedness, participation and candour of the
Directors in its assessment of each individual Director (including the Chairman),

The NC has reviewed and assessed the effectiveness of the Board based on the objective performance
criteria approved by the Board, as detailed above. The NC is of the opinion that each member of
the Board has discharged their duties adequately for FY2019 as a result of the active participation
of each Board member during the meetings. No external facilitator was used during the evaluation
process in FY2019.

The NC, having reviewed the overall performance of the Board, Board Committees and each individual
Director, is of the view that the performance of the Board as a whole, each Board Committee and
each individual Director has been satisfactory and met its performance objectives for FY2019.

The NC, having reviewed the results of these self-assessment checklists, is of the view that it is not
appropriate to propose new Directors to be appointed to the Board or seek the resignation of the
current Directors.

Provision 5.2
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PRINCIPLE 6: PROCEDURES FOR DEVELOPING REMUNERATION POLICIES

The Board has a formal and transparent procedure for developing policies on director and executive remuneration, and
for fixing the remuneration packages of individual directors and key management personnel. No director is involved in
deciding his or her own remuneration.

The RC comprises four (4) Independent Non-Executive Directors.

Remuneration Committee

Ms. Ong Joo Mien Joanna (Chairman)
Ms. Gn Jong Yuh Gwendolyn (Member)
Mr. Tay Lee Chye Lester (Member)

Mr. Tay Von Kian (Member)

The RC is regulated by its written terms of reference which set out the RC’s authorities and duties.
The key functions of the RC include:

(i)

(if)

(iii)

(iv)

(vii)

(viii)

Reviewing and making recommendations to the Board a framework of remuneration for the
Board and key management personnel;

Reviewing and making recommendations to the Board on the specific remuneration packages
for each Director as well as for the key management personnel;

Reviewing and making recommendations to the Board on the terms of renewal for those
Executive Directors whose current employment contracts will expire or had expired;

Reviewing all aspects of remuneration, including directors’ fees, salaries, allowances, bonuses,
options, share-based incentives and awards, benefits in kind and termination payments, as
well as termination terms, to ensure they are fair and to avoid rewarding poor performance;

Reviewing the Company’s obligations arising in the event of termination of the executive
Directors’ and key management personnel’s contracts of service, so as to ensure that such
contracts of service contain fair and reasonable termination clauses which are not overly
generous;

Considering the various disclosure requirements for Directors’ remuneration, particularly those
required by regulatory bodies such as SGX-ST and to ensure that there is adequate disclosure
in the financial statements to ensure and enhance transparency between the Company and
relevant interested parties;

Overseeing the award of share options and the payment of fees to Non-Executive Directors
and to ensure, as far as is possible, that the quantum commensurate with the Non-Executive
Directors’ contribution to the Board and the Company; and

Retaining such professional consultancy firm as the RC may deem necessary to enable it to
discharge its duties hereunder.

The Board has a formal and transparent procedure for developing policies on Director and executive
remuneration, and for fixing the remuneration packages of individual Directors and key management
personnel.

Provision 6.2

Provision 6.1

Provision 6.3

Principle 6
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No Director is involved in deciding his or her own remuneration. In particular, each Director shall
abstain from voting on any resolution and making any recommendation and/or participating in any
deliberation in respect of their own remuneration package.

Non-Executive Directors are paid fixed fees as Directors’ fees. The Directors’ fees are subject to
shareholders’ approval at the AGM.

The RC may seek expert advice inside and/or outside of the Company on matters relating to Provision 6.4
remuneration. It ensures that in the event of such advice being sought, existing relationships, if any,

between the Company and its appointed remuneration consultants will not affect the independence

and objectivity of the remuneration consultants. The Company did not engage any remuneration

consultants during FY2019.

PRINCIPLE 7: LEVEL AND MIX OF REMUNERATION

The level and structure of remuneration of the Board and key management personnel are appropriate and proportionate
to the sustained performance and value creation of the company, taking into account the strategic objectives of the
company.

The RC and the Board in determining the level and structure of remuneration of the Board and key Principle 7
management personnel will ensure that they are appropriate and proportionate to the sustained
performance and value creation of the Company, taking into account its strategic objectives, its long

term interests and risk policies.

The RC has structured remuneration packages for Executive Directors and key management personnel  Provision 7.1
to take into account performance related indicators, which include financial and non-financial factors.

It is structured to link a significant and appropriate proportion of rewards to the Company and

individual performance.

The Non-Executive Director and the Independent Directors are paid Directors’ fees of an agreed Provision 7.2
amount appropriate to their level of contribution, taking into account factors such as effort and time

spent, responsibilities and contribution to the Board, as well as the remuneration rates of comparable

companies listed on Mainboard of the SGX-ST. Their remuneration are subject to shareholders’

approval at the AGM. The Independent Directors shall not be over-compensated to the extent that

their independence may be compromised.

The remuneration framework for Directors and key management personnel is aligned with the interests  Provision 7.3
of the shareholders and other relevant stakeholders and appropriate to attract, retain and motivate
them to provide good stewardship of the Company for the long-term success of the Company.

Darco Performance Share Plan

The Company had adopted the Darco Performance Share Plan (“Share Plan”) for executive personnel
and Directors. The RC and Performance Share Plan Committee (“PSP Committee”) are responsible
for overseeing and administration of the Share Plan in accordance with the Rules of the Share Plan.

During FY2019, the Company has not granted any share options to the Executive Directors,
Non-Executive Directors and employees under the Share Plan. More details of the Share Plan are set
out under the Corporate Governance Report in pages 37 to 38 of this Annual Report.
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The Company does not use contractual provisions to allow the Company to reclaim incentive components
of remuneration from Executive Directors and key management personnel in exceptional circumstances of
misstatement of financial results, or of misconduct resulting in financial loss to the Company. The Executive
Directors owe a fiduciary duty to the Company. The Company should be able to avail itself to remedies
against the Executive Directors in the event of such breach of fiduciary duties.

PRINCIPLE 8: DISCLOSURE ON REMUNERATION

The company is transparent on its remuneration policies, level and mix of remuneration, the procedure for setting

remuneration, and the relationships between remuneration, performance and value creation.

The breakdown showing the level and mix of the remuneration of each Director during FY2019 is
set out below:

Variable or
Base/Fixed | performance
salaries, related

Remuneration Bands & including income or Benefits in Director’s
Name of Directors CPF bonus kind Fees Total
Below $$250,000
Wang Yaoyu 95% 5% - - 100%
Thye Kim Meng® 100% - - - 100%
Heather Tan Chern Ling® 100% - - - 100%
Poh Kok Hong™" 95% 5% - - 100%
Wang Zhi - - - 100% 100%
Tay Lee Chye Lester - - - 100% 100%
Tay Von Kian - - - 100% 100%
Oh Chee Sien® - - - 100% 100%
Gn Jong Yuh Gwendolyn®@ - - - 100% 100%
Joanna Ong Joo Mien® - - - 100% 100%

Notes:
(1) Mr Poh Kok Hong was appointed as Executive Director and Chief Executive Officer with effect from 1 July 2019

(2) Ms Gn Jong Yuh Gwendolyn was appointed as Non-Executive Independent Director with effect from
2 May 2019

(3) Ms Ong Joo Mien Joanna was appointed as Non-Executive Independent Director with effect from 2 May 2019
(4) Mr Thye Kim Meng resigned as Managing Director and Chief Executive Officer with effect from 31 May 2019

(5) Ms Heather Than Chern Lin resigned as Executive Director and member of Audit Committee with effect from
30 April 2019

(6) Mr Oh Chee Sien resigned as Non-Executive Independent Director with effect from 9 May 2019

Principle 8
Provision 8.1
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The Directors have not been granted any stock options, share-based incentives and awards, and other
long term incentives in FY2019.

The breakdown showing the level and mix of the remuneration of the top two (2) key management
personnel (who are not Directors or the CEO of the Company) during FY2019 is set out below:

Variable or
Base/Fixed performance
Remuneration Bands & Name of salaries, related income | Benefits in
Key Management Personnel including CPF or bonus kind Total
Below $$250,000
Teh Chun Sem 82% 18% - 100%
Zhao Yong Chang 100% - - 100%

For FY2019, the aggregate total remuneration paid to the top two (2) key management personnel
disclosed in the table above (who are not Directors or the CEO) amounted to approximately
$$240,000.

The top two (2) key management personnel (who are not Directors or the CEO) have not been granted
any stock options, share-based incentives and awards, and other long term incentives in FY2019.

There were no termination, retirement or post-employment benefits granted to Directors, the CEO
and the top two (2) key management personnel (who are not Directors or the CEQO) in FY2019.

The following performance conditions were chosen for the Group to remain competitive and to
motivate the Executive Directors and key management personnel to work in alignment with the goals
of all stakeholders:

Performance Conditions Short-term Incentives Long-term Incentives

Current market and
industry practices

Qualitative Leadership 1.
People development
Commitment
Teamwork

Current market and

industry practices

u b W N —
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The Directors’ fees payable to the Independent Non-Executive Directors, namely Mr Tay Lee Chye
Lester, Mr Tay Von Kian, Ms Gn Jong Yuh Gwendolyn, Ms Ong Joo Mien Joanna and Oh Chee Sien
(who has resigned was Non-Executive Independent Director of the Company with effect from 9 May
2019) for the FY2019 are S$32,022, $$28,973, S$20,055, $S$20,055 and S$$9,296 respectively.
The Directors’ fees paid to the Independent Non-Executive Directors are in accordance with their
credentials, qualifications, experience and contributions. Other factors such as responsibilities, effort
and time spent for serving on the Board and Board Committees also form part of the consideration
in the determination of the Directors’ fees. Directors’ fees are recommended by the Board and are
subject to the approval of Shareholders at the forthcoming AGM.

Employees who are substantial shareholders of the Company, immediate family members of a Director, Provision 8.2
the CEO or a substantial shareholder of the Company

Save as disclosed below, there are no other employees who are substantial shareholders of the
Company, or are immediate family members of a Director, the CEO or a substantial shareholder of
the Company, and whose remuneration exceeds S$100,000 during FY2019.

Mr Thye Kim Fah is the brother of Mr Thye Kim Meng (who was the Managing Director and CEO of
the Company prior to his resignation with effect from 31 May 2019), and Mr Thye Chee Yung is the
son of Mr Thye Kim Meng.

Details of remuneration paid to the immediate family members of Directors or CEO for FY2019 are
as follows:

Salaries, Variable
Name of Immediate family Member including CPF Bonus Total
Between $$50,000 to $$150,000
Thye Kim Fah® 95% 5% 100%
Thye Chee Yung 88% 12% 100%

Note:
(1) Mr Thye Kim Fah resigned as key management personnel of Darco Water Systems Sdn Bhd with effect from
13 November 2019.

The Board has considered Provision 8.1 of the Code, and after careful deliberation, has decided that
as remuneration matters are confidential and commercially sensitive and full disclosure would be
prejudicial to the Company’s interest given the highly competitive environment. The Board is of the
opinion that it is in the best interests of the Group not to disclose the exact remuneration of each
individual Director, CEO, and the top five (5) key management personnel (who are not Directors nor
CEO) in the Annual Report. The Board is of the opinion that the information disclosed in the Annual
Report strikes an appropriate balance between detailed disclosure and confidentiality.

The Company ensures that the remuneration of key management is consistent and comparable with
market practice by periodically reviewing and considering such remuneration components against
those of comparable companies.
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On 6 November 2014, Shareholders approved the Share Plan as part of a remuneration and
compensation plan for attracting as well as retaining executive personnel and Directors. The Share
Plan was approved to provide an opportunity for participants who have contributed and who may
continue to contribute significantly to the growth and performance of the Group to participate in
the equity of the Company in accordance with the rules of the Share Plan. The employees who are
confirmed full-time employees of the Company and/or its subsidiaries, Directors of the Company
and its subsidiaries (including Non-Executive Directors) and Directors and employees of an associated
company where the Company has control over the associated company are eligible to participate in
the Share Plan. The controlling shareholders and/or associates of controlling shareholders are not
eligible to participate in the Share Plan.

Share Plan

The Share Plan is administered by the RC. To date, no Shares have been granted under the Share
Plan. Please refer below for a summary of the Share Plan based on the Circular to Shareholders dated
21 October 2014. The Awards granted under this Share Plan will be determined at the sole discretion
of the PSP Committee, which will oversee and administer the Share Plan. In considering the grant of
an Award to a Participant, the PSP Committee shall take into account (where applicable) criteria such
as the grade level, scope of responsibilities, contribution, performance, years of service and potential
for future development of the Participant.

Eligibility
Persons who are eligible to participate in the Share Plan must be:

(i) Employees who are confirmed full-time employees of the Company and/or its Subsidiaries who
have attained the age of 21 years on or before the Date of Grant;

(ii) Directors of the Company and its Subsidiaries (including Non-Executive Directors); or

(iii)  Directors and employees of an Associated Company where the Company has control over
the Associated Company, who, in the opinion of the PSP Committee, have contributed or
will contribute to the success of the Group. Persons who are Controlling Shareholders and/or
Associates of Controlling Shareholders are not eligible to participate in the Share Plan.

Size of the Share Plan and Entitlement to Awards

The number of Shares to be awarded to each participant in accordance with the Share Plan shall be
determined at the absolute discretion of the PSP Committee, which shall take into account criteria
such as the grade level, scope of responsibilities, performance, years of service, potential for future
development of the participant, contribution to the success of the Group and the extent of effort and
resourcefulness with which the performance target(s) may be achieved within the performance period.

Pursuant to the Listing Manual of the SGX-ST, the total number of Shares which may be available
pursuant to the Awards granted under the Share Plan, when aggregated with the aggregate number
of Shares available under any other share-based schemes of the Company, shall not exceed 15%
of the total issued Shares of the Company (excluding treasury shares and subsidiary holdings) from
time to time.

Provision 8.3
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Details of Awards

The PSP Committee shall decide, inter alia, at its sole discretion, the following:
(i) the Participant;

(i) the Date of Grant;

(iii) the performance period;

(iv) the performance target(s) which shall be set according to the specific roles of each Participant,
and which may differ from participant to participant;

(v) the prescribed vesting period(s);
(vi) the release schedule; and

(vii)  any other condition which the PSP Committee may determine in relation to that award,
including any restrictions against the disposal or sale of and/or other dealings in the Shares
by the participant.

Awards may only be vested and consequently any Shares comprised in such Awards shall only be
delivered upon the PSP Committee being satisfied that the Participant has achieved the performance
target(s) set forth by the PSP Committee, and the PSP Committee shall have the absolute discretion
to determine the extent to which the Shares under that award shall be released on the prescribed
performance target(s) being satisfied (whether fully or partially) or exceeded, as the case may be,
at the end of the prescribed performance period and in making any such determination, the PSP
Committee shall have the right to make reference to the audited results of the Company or the Group,
as the case may be, to take into account such factors as the PSP Committee may determine to be
relevant, such as changes in accounting methods, taxes and extraordinary events, and further, the
right to amend the performance target(s) if the PSP Committee decides that a changed performance
target(s) would be a fairer measure of performance.

PRINCIPLE 9: ACCOUNTABILITY AND AUDIT - RISK MANAGEMENT AND INTERNAL CONTROLS

The Board is responsible for the governance of risk and ensures that Management maintains a sound system of risk

management and internal controls, to safequard the interests of the company and its shareholders.

The Board recognises that the internal control system provides reasonable, but not absolute, assurance
to the integrity and reliability of the financial information and to safeguard the accountability of the
assets of the Group. The system of internal controls is designed to manage rather than eliminate the
risk of failure to achieve business objectives.

The Board, having considered various factors, including the aforementioned system of internal controls
currently in place, the number of offices and factories the Group has, the nature and complexity of
its operations as well as cost-effectiveness, has determined that it is not necessary for the Group to
set up the Enterprise Risk Management programme and a separate internal audit function. Instead,
the internal audit function is being outsourced to an external international auditing firm.

Additionally, the Board is of the view that it is not necessary to set up a Board Risk Committee to
assist the Board in determining the nature and extent of the significant risks which the Company is
willing to take in achieving its strategic objectives and value creation.

Principle 9

Provision 9.1
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Going forward, the AC will consider the assessment and monitoring of the adequacy and effectiveness
of the Group’s internal controls via Control Self-Assessment (“CSA”) to be performed by the
Management annually. Also, the AC shall continue to outsource the internal audit function, and have
the internal auditor review the CSA, when implemented, to enhance the system of internal controls.

The Board is responsible for the governance of risk and ensures that the Management maintains a
sound system of risk management and internal controls, to safeguard the interests of the Company
and its Shareholders. The Management is responsible for designing, implementing and monitoring
the risk management and internal control systems within the Group. The Management regularly
reviews the Group’s business and operational activities to identify areas of significant risks as well as
appropriate measures to control and mitigate these risks. Any significant matters are highlighted to
the Board and the AC for their deliberation.

In addition, the AC will review the Group’s internal controls and risk management practices annually,
taking into consideration the risks to which the business is exposed to, the likelihood of the occurrence
of such risks and the cost of implementing mitigating controls.

The Board, together with the Management, shall be actively engaged in strategic transactions and
corporate right-sizing exercises. The internal re-organization will include an internal control review to
ensure proper delegation of authorities and accountability in order to exercise management controls
over the operations.

In May 2019, the new Board of Directors who came on board have been reviewing the past
transactions to ensure that they have been properly conducted. An extensive internal review on
the past transactions, as well as the Company internal control, was recently carried out by the
Management. Based on the review, some internal control deficiencies has been noted. Subsequent
to the internal review, current management has since revised the Group Charter and internal control
systems to address the deficiencies and strengthen the Group’s overall internal controls. Subsequent
follow up review will be performed by internal Auditors.

Other than certain improvements as highlighted by the internal audit report, the Group has in place a
system of internal controls that address financial, operational, compliance and information technology
risks to safeguard shareholders’ investment and the Group’s assets. The internal controls maintained
by the Management are in place throughout the financial year to provide reasonable assurance against
material financial misstatements or loss, and include the safeguarding of assets, the maintenance of
proper accounting records, compliance with appropriate legislation, regulations and practices, and
the identification and containment of operational and business risks.

The CEO and the Chief Financial Officer (or equivalent) had provided written assurance to the Board
that the financial records have been properly maintained and the financial statements for FY2019
give a true and fair view of the Company’s operations and finances.

The CEO and other key management personnel who are responsible have provided written assurance
to the Board that the Company’s risk management and internal control systems are adequate and
effective.

Provision 9.2
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Based on the internal controls established and maintained by the Group, the audit conducted by Listing Rule
the external and internal auditors as well as ongoing Management review, the Board, with the 719(1)
concurrence of the AC are of the opinion that the Group has adequate and effective systems of

internal control (including financial, operational, compliance and information technology controls)

and risk management systems, taking into account the nature and size of the Group’s business and

operations.

PRINCIPLE 10: AUDIT COMMITTEE

The Board has an Audit Committee (“AC”) which discharges its duties objectively.

The AC comprises of four (4) Independent Non-Executive Directors. Provision 10.2
Audit Committee

Mr. Tay Lee Chye Lester (Chairman)
Ms. Gn Jong Yuh Gwendolyn (Member)
Ms. Ong Joo Mien Joanna (Member)
Mr. Tay Von Kian (Member)

The AC members possess experience in finance, legal and business management. The Board is of the
opinion that the members of the AC are appropriately qualified to carry out their responsibilities, set
out in their terms of reference, by having the necessary accounting or related financial management
expertise to discharge their responsibilities.

No former partner or director of the Company’s existing audit firm has acted as a member of the AC.  Provision 10.3

The AC, which discharges its duties objectively, has written terms of reference which sets out their  Principle 10
duties and responsibilities, which include the following:

(i) Reviewing the significant financial reporting issues and judgements so as to ensure the integrity ~ Provision 10.1
of the financial statements of the Company and any announcements relating to the Company’s
financial performance;

(i) Reviewing at least annually, the adequacy and effectiveness of the Company’s internal controls
and risk management systems;

(iii) Reviewing the assurance from the CEO and CFO on the financial records and financial
statements;

(iv) Making recommendations to the Board on (i) the proposals to the Shareholders on the
appointment and removal of external auditors, and (i) the remuneration and terms of
engagement of the external auditors;

(v) Reviewing the adequacy, effectiveness, independence, scope and results of the external audit
and the Company’s internal audit function;

(vi)  Reviewing the policy and arrangements for concerns about possible improprieties in financial
reporting or other matters to be safely raised, independently investigated and appropriately
followed up on;
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(vii)  Ensures that the Company publicly discloses, and clearly communicates to employees, the
existence of a whistle-blowing policy and procedures for raising such concerns;

(viii)  Review with the external auditors their audit plan, audit report, management letter and the
Management's response,

(ix) Review the half-year and annual financial statements before submission to the Board for
approval;

(x) Discuss problems and concerns, if any, arising from the external and internal audits, if any, and
any matters which the auditors may wish to discuss (in the absence of Management where
necessary);

(xi) Review the assistance given by the Management to the auditors;

(xii)  Review the internal audit programme and ensure co-ordination between the internal and
external auditors and management, where applicable;

(xiii)  Review and discuss with the external auditors, any suspected fraud or irregularity, or suspected
infringement of any Singapore law, rules or regulations, which has or is likely to have a material
impact on the Company’s operation results or financial position, and Management’s response;

(xiv)  Report to the Board its findings from time to time on matters arising and required the attention
of the AC;

(xv)  Review interested person transactions falling within the scope of Chapter 9 of the SGX-ST
Listing Manual;

(xvi)  Undertake such other reviews and projects as may be requested by the Board; and

(xvii) Undertake such other functions and duties as may be required by statute or the SGX-ST Listing
Manual, and by such amendments made thereto from time to time.

The AC has the powers to investigate any matter within its terms of reference, have full access and
cooperation from the Management, and access to reasonable resources to enable it to discharge its
functions properly. The AC has full discretion to invite any Executive Director or executive officer to
attend its meetings.

Changes to accounting standards and issues which have a direct impact on financial statements will be
highlighted to the AC from time to time by the external auditors. The external auditors will work with
the Management to ensure that the Group complies with the new accounting standards, if applicable.

Internal Audit

The internal audit function is outsourced to BDO LLP who report primarily to the AC. BDO LLP is
an international auditing firm and they perform their work based on the BDO Global Internal Audit
Methodology which is consistent with the International Standards for the Professional Practice of
Internal Auditing established by the Institute of Internal Auditors.

Provision 10.4
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The AC reviews and approves the internal audit plan submitted by the internal audit function. On an
ongoing basis, the internal audit function reports any significant weaknesses and risks identified in
the course of internal audits conducted to the AC. Recommendations to address control weaknesses
are further reviewed by the internal audit function based on implementation dates agreed with the
Management.

The AC decides on the appointment, termination and remuneration of the internal auditor, and
ensures that sufficient manpower is allocated for the internal audit function to adequately perform
its functions and ensures that the internal audit function has unfettered access to all the Company’s
documents, records, properties and personnel, including the AC, and has appropriate standing within
the Company.

The AC also reviews, at least annually, the adequacy and effectiveness and assesses the independence  Listing Rule
of the internal audit function including the qualifications and experience of the internal audit staff  719(3)
assigned to perform the review. The AC ensures that the internal audit function is adequately

resourced and has appropriate standing within the Group. In relation to FY2019, the AC is of the Listing Rule
view that the internal audit function is independent of the activities it audits, effective and adequately 1207(10C)
resourced.

For FY2019, the AC had met with the external auditors and internal auditors without the presence Provision 10.5
of the Management and conducted a review of all non-audit services provided by the auditors. The

AC is of the opinion that all non-audit services provided by the external Auditors would not affect

the independence of the Auditors. The amount paid and payable to external auditors for audit and

non-audit services fees for FY2019 were $$301,000 and S$13,000 respectively.

In the review of the financial statements for FY2019, the AC had discussed with the Management
and the external auditors on changes to accounting standards and significant issues and assumptions
that impact the financial statements. The most significant matters had also been included in the
Independent Auditor’s Report to the members of the Company under “Key Audit Matters”. Following
the review, the AC is satisfied that those matters, including revenue recognition using percentage-of-
completion method, had been properly dealt with. The Board had approved the financial statements.

In respect of appointments and re-appointments of external auditors, the AC evaluates the
performance of the external auditors taking into consideration the Audit Quality Indicators Disclosure
Framework published by the Accounting and Corporate Regulatory Authority (ACRA). The AC
recommends to the Board on the proposals to the shareholders on the appointment, re-appointment
and removal of the external auditors and approves the remuneration of the external auditors. The
AC has recommended to the Board that Messrs Crowe Horwath First Trust LLP be nominated for
re-appointment as external auditors at the forthcoming AGM of the Company.

In appointing the audit firms for the Group, the Company has complied with the requirements of
Rules 712 and 715 of the Listing Manual of the SGX-ST. Apart from the Company’s subsidiary in
Philippines, the same auditors were appointed for the Company’s subsidiaries. The Board and AC
are satisfied that the appointment at a separate audit firm in Philippines would not compromise the
standard and effectiveness of the audit of the Company.
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Whistle-Blowing Policy Provision 10.1

The Company has in place a Whistle-Blowing Policy and procedures for reporting improprieties in
matters of financial reporting and other matters, by which the staff may raise concerns about possible
corporate improprieties in matters of financial reporting or other matters in confidence. Details of the
Whistle-Blowing Policy and procedures for raising concerns have been made available to all employees
and members of the public through the Company’s website.

To ensure independent investigation of such matters and for appropriate follow up action, all whistle-
blowing reports are to be sent to the Chairman of AC. For independent follow-up or investigation,
whistle-blowing report(s) will be communicated and directed to the Chairman of the AC. New
staff are briefed on the Whistle-Blowing Policy and the procedures for raising concerns during the
orientation programme.

As of the date of this Corporate Governance Report, there were no reports received through the
whistle-blowing mechanism.

PRINCIPLE 11: SHAREHOLDER RIGHTS AND ENGAGEMENT - SHAREHOLDER RIGHTS AND CONDUCT OF GENERAL
MEETINGS

The company treats all shareholders fairly and equitably in order to enable them to exercise shareholders’ rights and
have the opportunity to communicate their views on matters affecting the company. The company gives shareholders
a balanced and understandable assessment of its performance, position and prospects.

The Company does not practice selective disclosure. In line with the continuous obligations of the Principle 11
Company under the SGX-ST Listing Manual and the Companies Act, Chapter 50 of Singapore, the

Board'’s policy is that all shareholders should equally and on a timely basis be informed of all major
developments that impact the Group via SGXNet.

The Company will despatch the Annual Report and notice of AGM to all shareholders. At general  Provision 11.1
meetings of shareholders, shareholders are given the opportunity to communicate their views and ask

Directors or Management questions regarding the Company’s affairs. Shareholders are also informed

on the poll voting procedures at the general meetings.

The Company acknowledges that voting by poll in all its general meeting is integral in the
enhancement of corporate governance. All resolutions at the Company’s general meetings are
put to a vote by poll. For cost effectiveness of the Company, the voting of the resolutions at the
Company’s general meetings are conducted by manual polling. The detailed results of each resolution
are announced via SGXNet after the general meetings.

At general meetings of Shareholders, the Company tables separate resolutions on each substantially ~ Provision 11.2
separate issue unless the issues are interdependent and linked so as to form one significant proposal.

Where resolutions are “bundled”, the Company explains the reasons and material implications in

the notice of meeting.

All Directors attend the general meetings of the Company to allow Shareholders the opportunity to  Provision 11.3
air their views and ask the Directors questions regarding the Company. The external auditors also

attend the annual general meetings to assist the Directors in answering any queries relating to the

conduct of the audit and the preparation and content of the auditor’s report.
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The Directors’ attendance at the general meetings of the Company held in FY2019 are set out in
the table below:

Annual General Meeting Extraordinary General Meeting

No. of meetings | No. of meetings | No. of meetings | No. of meetings

Name of Director held attended held attended
Wang Yaoyu 1 1 - -
Wang Zzhi 1 1 - -

Poh Kok Hong™ - - . _

Tay Lee Chye Lester 1 1 - _

Tay Von Kian 1 1 - -

Gn Jong Yuh Gwendolyn®@ _ - - -

Ong Joo Mien Joanna® _ _ _ _

Thye Kim Meng® 1 1 - -
Heather Tan Chern Lin® 1 1 - -
Oh Chee Sien® 1 1 - -
Notes:

(1) Mr Poh Kok Hong was appointed as Executive Director and Chief Executive Officer with effect from
1 July 2019

(2) Ms Gn Jong Yuh Gwendolyn was appointed as Non-Executive Independent Director with effect from
2 May 2019

(3) Ms Ong Joo Mien Joanna was appointed as Non-Executive Independent Director with effect from 2 May 2019
(4) Mr Thye Kim Meng resigned as Managing Director and Chief Executive Officer with effect from 31 May 2019

(5) Ms Heather Than Chern Lin resigned as Executive Director and member of Audit Committee with effect from
30 April 2019

(6) Mr Oh Chee Sien resigned as Non-Executive Independent Director with effect from 9 May 2019

If any Shareholder is unable to attend general meetings of the Company, he/she is allowed to appoint  Provision 11.4
up to two proxies to vote on his/her behalf at the meeting through proxy forms sent in advance. The

Company’s current Constitution does not include the right of the nominee and custodial services to

appoint more than two proxies.

On 3 January 2016, the legislation was amended, among other things to allow certain members,
defined as “Relevant Intermediary” to attend and participate in general meetings without being
constrained by the two-proxy requirement. Relevant Intermediary includes corporations holding
licenses in providing nominee and custodial services and CPF Board which purchases shares on behalf
of the CPF investors.

The Company publishes minutes of its general meetings of Shareholders on its corporate website Provision 11.5
as soon as practicable. The minutes record substantial and relevant comments and queries from

Shareholders relating to the agenda of the general meeting, and responses from the Board and

Management.
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Dividend Policy Provision 11.6

The Company does not have a formal dividend policy. The form, frequency and amount of dividends
will depend on the Company’s earnings, general financial condition, results of operations, capital
requirements, cash flow, general business condition, development plans and other factors as the
Directors may deem appropriate.

Dividends were not declared or paid for FY2019 in view that the Company was loss making.

PRINCIPLE 12: ENGAGEMENT WITH SHAREHOLDERS

The company communicates reqularly with its shareholders and facilitates the participation of shareholders during
general meetings and other dialogues to allow shareholders to communicate their views on various matters affecting
the company.

The shareholders are encouraged to attend the Company’s general meetings to ensure a high level  Principle 12
of accountability and to stay informed of the Group’s strategies and growth plans. Notice of the

general meeting is despatched to shareholders, together with explanatory notes or a circular on items  Provision 12.1
of special businesses (if necessary), at least 14 clear calendar days before the meeting. The Board

welcomes questions from shareholders who wish to raise issues, either informally or formally before

or during the general meetings. Each item of special business included in the notice of the general

meetings will be accompanied by explanation of the effects of a proposed resolution.

The Company believes in high standards of transparent corporate disclosure and is committed to
disclose to its Shareholders, the information in a timely and fair manner via SGXNet. Where there is
inadvertent disclosure made to a selected Group, the Company will make the same disclosure publicly
to all others as soon as practicable. Communication is made through:

o annual reports that are prepared and sent to all Shareholders. The Board ensures that the
annual report includes all relevant information about the Company and the Group, including
future developments and other disclosures required by the Companies Act, Chapter 50 of
Singapore and Singapore Financial Reporting Standards;

o half yearly announcements containing a summary of the financial information and affairs of
the Group for that period; and

o notices of explanatory memoranda for AGMs and Extraordinary General Meetings ("EGMs").
The notice of AGMs and EGMs are also advertised in a national newspaper.

The Company provides avenues for communication between the Board and all Shareholders. The
Company keeps Shareholders updated on the strategic direction of the Company via announcements
released on SGXNET. The Company also seeks to solicit and understand the views of Shareholders.
In particular, the Company held a Shareholders’ forum on 17 December 2019 to address concerns
raised by certain Shareholders relating to the strategic direction and future plans of the Group on
an informal basis. The Company also released an announcement on 18 December 2019 containing
a summary of the key points that were raised and/or discussed at the Shareholders’ forum held on
17 December 2019, as well as additional information to further elaborate on the key points.
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Investor Relations Policy Provision 12.2

Although the Company does not have a team of investor relations personnel, Shareholders can  Provision 12.3
access the Company’s website at http://www.darcowater.com/ for financial information, corporate
announcements, press releases, annual reports and profile of the Group.

Price-sensitive information is first publicly released through SGXNet, before the Company meets with
any investors or analysts. All Shareholders of the Company will receive the annual report with an
accompanying notice of AGM by post. The notice of AGM is also published in the newspaper within
the mandatory period.

PRINCIPLE 13: MANAGING STAKEHOLDER RELATIONSHIPS — ENGAGEMENT WITH STAKEHOLDERS

The Board adopts an inclusive approach by considering and balancing the needs and interests of material stakeholders,
as part of its overall responsibility to ensure that the best interests of the company are served.

The Board adopts a balanced approach towards the needs and interests of key stakeholders, taking Principle 13
into account the best interests of the Company.

The Company has arrangements in place to identify and engage with its material stakeholder groups  Provision 13.1
and to manage its relationships with such groups. To facilitate the exercise of stakeholders’ rights, the

Company ensures that all material information relating to the Company and its financial performance

is disclosed in an accurate and timely manner via SGXNET. Stakeholders are also informed of rules,

including voting procedures that govern the meeting. The Annual Report sets out the Company’s

strategy in managing stakeholder relationships.

The Company periodically assesses focus areas where the Company can have the greatest economic,  Provision 13.2
environmental and social impact, as well as areas that are most important to its stakeholders. The

Company has made efforts to seek the opinions of many stakeholders either through various means.

In FY2019, the Company has maintained the Company’s website to keep the stakeholders updated

of developments as disclosed under Provision 12.1 above.

The Company maintains a current corporate website, http://www.darcowater.com/, to communicate Provision 13.3
and engage with stakeholders.

DEALING IN COMPANY'’S SECURITIES

In compliance with Rule 1207(19) of the Listing Manual of the SGX-ST, the Company has adopted
its own internal compliance code to provide guidance for the Company, Directors and all its Officers
in relation to their dealings in the Company’s securities.

The Company, Directors and its Officers are not allowed to deal in the Company’s shares during the
period commencing one month before the announcement of the Company’s half year and full year
results, and ending on the date of the announcement of the relevant results. Additionally, they are
not allowed to deal in the Company’s shares while in possession of price sensitive information. The
Directors and Officers are required to report to the Company and the Company Secretary whenever
they deal in the Company’s shares and the Company will ensure that the necessary announcements
are made. In addition, the Company, Directors and officers are also expected to observe insider-trading
laws at all times even when dealing in securities within the permitted trading period and they are
not to deal in the Company’s securities on short-term considerations.
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INTERESTED PERSON TRANSACTIONS (“IPTs")

The Company has established a register to ensure that all Interested Person Transactions are properly
recorded, reviewed and approved, and are conducted on an arm’s length basis to ensure that all
transactions with interested persons are reported on a timely manner to the AC, if any, and that
transactions are carried out on a normal commercial terms and will not be prejudicial to the interest
of the Company and its minority Shareholders.

The aggregate value of interested person transactions entered into during FY2019 is as follows:

Aggregate value of all
interested person transactions

during the financial year under Aggregate value of all
review (excluding transactions interested person transactions
less than $$100,000 and conducted under Shareholders’
transactions conducted under mandate pursuant to Rule
Shareholders’ mandate 920 of the Listing Manual
pursuant to Rule 920 of (excluding transactions
Name of interested person the Listing Manual) less than $S$100,000)
Mr Wang Zhi Not applicable Not applicable

Mr Wang Zhi is a controlling Shareholder and a Non-Executive Director of the Company.

On 11 November 2019, the Company announced that Mr Wang Zhi had agreed in-principle to provide
or procure additional funding of up to approximately S$2 million by way of a shareholder’s loan to
the Company (the “Shareholder’s Loan”). On 21 November 2019, the Company announced that the
Company and Mr Wang Zhi had on 21 November 2019 entered into a shareholder’s loan agreement
which sets out the terms and conditions of the Shareholders’ Loan. On 22 November 2019, the
Company announced certain clarificatory amendments to the announcement released by the Company
on 21 November 2019 in relation to the Loan Agreement. Please refer to the announcements dated
21 November 2019 and 22 November 2019 for the salient terms of the Loan Agreement.

Whilst the Shareholder’s Loan constitutes an interested person transaction under Chapter 9 of the
SGX-ST Listing Manual, the value of the transaction (i.e. the interest payable by the Company to
Mr Wang Zhi on the Shareholder’s Loan) is less than 3% of the Group’s audited net tangible assets.

There was no subsisting Shareholders’ mandate for interested person transactions pursuant to Rule
920 of the SGX-ST Listing Manual during FY2019.

MATERIAL CONTRACTS

Save as disclosed in the “Interested Person Transactions” section of this Corporate Governance
Report, during FY2019, there were no material contracts entered into by the Company or any of its
subsidiary companies involving the interests of the CEO, any Director or the controlling shareholder of
the Company, either still subsisting at the end of the financial year or if not then subsisting, entered
into since the end of the previous financial year.
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USE OF PROCEEDS

Pursuant to the share placements to Sofos Placement, RS Placement and Mr Wang Zhi, which were
completed on 8 February 2018, 21 March 2018 and 23 March 2018 respectively, the Company
received net proceeds from the issuance of new shares of approximately $$20,732,000, after
deducting the necessary fees and expenses associated with the placements.

The utilisation of the share placement proceeds as at the date of this announcement is as follows:

Funding new
projects,
investments in
environmental
Engineering relation
contracts infrastructure Total Funds
and business | projects and other| Working received/
expansion investments Capital used
$'000 $'000 $'000 $'000
Funds received
Sofos Placement - 630,000 270,000 900,000
RS Placement - 1,470,000 630,000 2,100,000
WZ Placement 5,397,600 12,594,400 - 17,992,000
Share issue expenses (59,100) (181,900) (19,000) (260,000)
5,338,500 14,512,500 881,000 20,732,000
Funds used
Infrastructure projects - (6,780,709) - (6,780,709)
Engineering, Procurement and
Construction (“EPC") business (1,503,784) - - (1,503,784)
expansion in China and Malaysia
Business expansion and funding of
new projects — Pneumatic Waste (1,000,000) (4,000,000) - (5,000,000)
Conveyance System
Working capital
— Payment of staff salary (442,000) (442,000)
— Professional fees (18,000) (18,000)
Total (2,503,784) (10,780,709) (460,000) | (13,744,493)
Net Balances 2,834,716 3,731,791 421,000 6,987,507

The above utilisation is in accordance with the intended use of proceeds of the Shares Placements as

stated in the announcement dated 13 November 2018 and 22 February 2019.



DARCO WATER TECHNOLOGIES LIMITED

ANNUAL REPORT 2019

»

CORPORATE GOVERNANCE

REPORT

'sa|ny
Buns ay1 Jo (8)y0L
a|ny jo asodind ayy
Joy yuspuadapul

9q 01 BuQ ‘SN
SJaplIsuod pieog
ay] uawabeuey
9y} 4O juspuadspul
pue dnoio ay} jo
sliejje ayelodiod
9y} uo Jopallg
juspuadapul ay1 se
1uswabpnl aspiaxe
01 9|qe s| buQ ‘S
palapisuod pue
PamalnaJ sey oym
‘uolepusLIWOodl
s,ON @y} paydasoe
sey Auedwod

'sa|ny
Buns ay1 Jo (8)r0L
a|ny jo asodind ayy
1oy yuspuadapul

9q 0} UD S\
SI9PISUOD pleog
ay] uawabeuepy
9y} 4O juspuadspul
pue dnoio ay} jJo
sliejje ayelodiod
3y} uo Jopallg
juapuadapul ay1 se
Jusw=bpn( aspIaxe
01 9|qe S| U "N
palapisuod pue
pPaMalAal sey oym
‘uoljepusuIWodal
S,ON @y} paydande
sey Auedwod

'sa|ny
Buns sys Jo (8)r0L
9|ny jo asodind sy

104 1uspuadspul

aq 0} Ael N
SI9PISUOD pleog ay |
‘Juswabeue|y Ay}
}JO Juapuadapul pue
dnoio ay} jo Siieye
91eJ10diod sy} uo

10311 uspuadapul

3y} se yuswabpnl
asinIaxa 03 3|qe i Ae
"IN PRJIPISUOD pue
pPaMmalndl sey oym
'UOIIBPUIWWIOD3I
S,JN 8y paydadde
sey Auedwo>

'sa|ny
6unsi] ay1 Jo (8)¥0L
9|y o asodind ay3

1oy Juspuadapul

9q 0} Ae] "IN
SI9PISUOD pleog
3y Juswabeue
9y} 4O juspuadspul
pue dnolo ay} jo
siieyje aesodiod
9y} uo Jopallg
Juspuadapul pea
9y1 se Juswebpn(
951D49%3 0} 3|qe SI Ae|
"INl PRI9pISUOD pue
PaMaIAdL sey oym
‘uoljepusUIWOodal
s,ON @y} paidadde
sey Auedwod

‘Auedwo) 8y} Jo 03D
pue 1012311q 9AINAXT
Se uolNqlIu0d s,4od
“JIN PaJapIsuod pue
PaMaIAaL sey Oym
‘uolepusLIWOoda
S,JON @y} paidadde
sey Auedwo>d

‘Auedwo?d
3yl 4O ueullieyd
Aindaq sAindax3

-UON Se UoIINQLIU0d
S,bUBAA "IN PRISPISUOD
pUE PIMBIASI SBY OYM

‘uolepusIWOda
S,JON 9y} paydadde
sey Auedwod

‘Auedwo) ayy

JO UBWIIRYD 9AINIAXT
Se uolNqlIu0d
s,Buepn A palapIsuod
pue PamaIndl Sey Oym
‘uolepusLIWOodl

s,ON @y} paydasoe

sey Auedwod

(ss9204d UOIRUILIOU
pue y21ess syl pue
‘BlLIS1LD UOID3|9S
‘a|euone’ buipnjpur)
Juswiulodde siyy
Uo SJUBWWIOD

3y} Jo pleog ayl 3y} 4o pleog ayl 3y} 4o pleog ayl 3y} 4o pleog ayl 3y} Jo pleog ayl 3y} Jo pleog ayl 3y} Jo pleog ayl s,pieog ay|
9OUdPISAI
aiodebulg aiodebulg aiodebulg alodebuls aiodebuls aJ1odebuls eulyd [edpund jo Aiunod
SS 67 89 9 0S SS €9 by
(31qedydde )
Juswiuiodde-al
610 |Hdv 5z 6107 |udy 5z 6107 |udy 5z 6102 |udv 5z 15€| Jo 31eq
910¢
610z ken ¢ 6102 ken ¢ GLoZ Isnbny 1 G0z |udy € 6L0Z AInr L 8107 |Hdv ¢ Jaquiandas g1 | uawiuloddy Jo a1eQ
euueor uAjopuamp 19)591 s|jiela@
ualN oor bup ynA buor up uep) uop Aej aky) 991 Ae BuoH o) yod 1yz Buepn nAoe, Bueppy

10322.1Q JO dweN

uoI1329]2-24 BuI s S1012341Q UO UOIIeW.IOLUI [EUOIIPPY




DARCO WATER TECHNOLOGIES LIMITED

¢

ANNUAL REPORT 2019

CORPORATE GOVERNANCE

REPORT

siopallqg
J0 @1nysul asodebuis
1O JIBqUIBIN
'S}UBIUNODY
paJauey) aiodebuls

Ausianiun auenboely

Ausianiun a1e1s
iddississi ‘buliesuibu]
|BD113199|3 Ul JOUIN

e yum bunssuibug

JO 91N}ISU| BY} JO aiodebulg wouy 931b6ap smeq Ausioniun | 9dedsouay Ul 95UsNS JO 21n1su| buusauibug
Jaquiay ‘alodebuls JO J0YDI0S 1R JO Jojpydeg yum |es1bojouyda | 19)SB|A pUB ANSIBAIUN |edIINeUoIdY ABojouyda] jo
Jo Ausianiun [euonen | @1edonpy alodebuls (buiunoddy) Buehuen 21e1s (ddississiin | Bueyouen ‘quawiiedaq | AusISAlUN 1949H ‘WSISAS
'foueIunonNy 10 Ausianiun 92I2WWOD ‘foueiunody | ‘bunissulbul adedsosay BulisauIbug [EDIWLBYD | JSMOJ PUP JuB|d JOMOd suonediyenb
Jo Jojaydeg |euonen ‘(SUoH) 411 O Jojaydeg O Jojaydeg Ul 92U3IPS JO Jojaydeq ‘aa1ba Jojpydeg ABojouyda] jo aaibaq |BUOISSDJ01d
(212 JaqUIBIN DV
1012211 3uapuadapu| | Jodauig yuspuadapul | Joailg Juspuadapul Jopalig | J9d140 9AINdEXT JaIYD uewlieyd ‘uewieyd DV ‘al

SAIINJX3-UON

SAIINJX3-UON

SAIINDSX3-UON

Juapuadapuy 1apea

pue 1032311 9AIINDIXI

Aindaq aAiINdaX3-UON

uewLIRY D DAIINDDXI

pea ‘6'9) apiL gor

SAIINJX3-UON

SAIINJX3-UON

SAINJX3-UON

SAIINJ9X3-UON

‘dnoJo a8y} Jo uondallp
pue buiuue(d >ibaresys
||lelano ‘yuswabeuew
|eJauab ayy Joy
9|qIsuodsas ‘aANax3

9AIINJBXI-UON

‘Aseipisgns Jolew

e JO $S07 pue 11joid

1o} 3|qisuodsal pue
£o1j0d pue uondallp
i691e.1s a1e|nwioy diay
0} pleog ay} jo 1ed

Se ("py7 "0 SIJINIDS
191/ IPIEY UBYNAA
'9'1) dnoio odleq ay}
jo Kleipisgns Jofey e
JO UeWLIIRYD ‘9AIND3XT

JO eale 3y} ‘oS 4I
pue 'sAINd3XI SI
Juawiuiodde Jayiaymn

euueor
ualN oor bup

ukjopuamp
yna buor up

uery] uop Aej

1915917
Ay e91 Aep

BuoH o) yod

1yz buep

nAoe, Bueppy

J10}38liq JO sweN

s|ie1ag




DARCO WATER TECHNOLOGIES LIMITED

ANNUAL REPORT 2019

»

CORPORATE GOVERNANCE

REPORT

IIN

I'N

I'IN

IIN

‘Auedwo?d

3y} Jo |eyded aleys
3} Ul (%/ L EY) S2IRYS
Aleuipio 816290 Ly
spjoy buepn N

Auedwo?d
2y} Jo 1sa193ul Ajinba

9%85°GZ pue Auedwod

BDINIDS JD1RAN IpIEY
UBYNAN JO 1S9193Ul
Aunba 9, €| sumo

Auedwo?) juawisanu|

1exuer] ueynpn

‘Auedwo?) JUBWISAAU|
1eyuer ueynpn 4o

159491Ul AUNba 9,67
Buipjoy st buepn A

saLeIpIsgns s
pue Janssi pajsi| ay} Ul
1521931 Buipjoyaseys

P31 UoIsInB|qeD
alodebuls
(aoueuly)
JUDPISAId IIA
juelsissy - 100¢
0} 1661 1BOA
pajwI

gnHJels ‘(dueuld)
JuapISaId

IA — 9007

01 00T 1B9A

P11 "91d SIDINIBS
ssauisng buQ 1
'10322J1Q — JUsDId
01 0L0T 1B9A

P17 81d

s911UN23s dij|iyd 4o
9dueulq aresodiod
“1012311d - §10¢
Repy 01 €102
Jaquisidas

P17 81d

9dueuly a1eJodiod
SIdunedawlid

Jo Jopaulg
91eOsSSY — 910¢
Key 01 5107 Aeiny
P17 91d uonesnp3
0d91U| ‘@dueul4
JUBPISId DDIA
—810¢ Yiey

01 910¢ aunf
S|910H

lwneN “J22140
[eDUeUl oIy —

PH
Abojouyda] Ja1epn
eISY JO J9dIHO
[BIDUBUIS 314D

= £00Z ©1 ¥00C —

P11 "9d

ISy — 191U 3DINISS
S9ININISOIRY
yo1poon ‘Jabeuel
1UsWaalIby INOH
W64 - LL0Z

AeN 01 9007 dunr
SIDIAIDS J2WOISND)
yopoon) ‘Iabeuelp
1uswdojanag
ssaulsng — 110C
13qWadaQ 0}

110z fey

P71 "9

alodebuls wep.ion
‘1oddng Jawoisn)
Jopalig - 7102

paywn
dnolo sbuipjoH
alnin4 “Jopallg
AUSPISAId/I91H0
AAIINDXT J2IYD
JuewlleyD — 1uaiind
0} 8007 Joquiandas —
PaHWIT JUDWISIAU|
[euonPUIRIU|
alnin4 '10yallq
/AUDPISAI/IIHO
SAINJ3XT J3IYD
JuewIRYD — JUBIIND
0} 8007 J2quiaidas —
paywn
dnoup uswdojanag

Auedwo?
ERIINEINSEMEIV
Ip1e3 ueynan 4o
uewiey - Juasald
01 #10C Jquadeq —
P¥170D
(ueynpn) sbuipjoH
JUBWUOIIAUT DIIS
J0 JopRuIg —
7107 Jaquiaidas
oyoloz At -
py1 Abojouyda ]
191BA\ BISY JO
1012311 DAIINDAXT —
600C
Aienuer 0} 5007
YdJepy uewuieyd
JURISISSY SBeM
Auedwo? 9d1M95

191BAA IPIEY UBYNAA

ul pjay uoisod

1SNJ| UOISIAS[9 ] d11 8107 Y4B O} dnoin Aey oy z1oz Ainr — 9In1n4 "J01daI1Q 15e| siH “Auedwod
Ked eisy ‘1012211Q 30g 18 UIT}ooys /107 Jaqwiardas — | |ended peaisydoy oJdeIEPURLS /AUBPISAI/IDIHO DINIDS J91eAN IpIEY sieak Q|
1uspuadapul ul Jauned Buolley quapisald 40 192140 '10108.1Q S9|es SAIINDAXT JaIYD UeynAA oy payiom 1sed ay} buunp
—1U3s3ld 0} /19AmeT — 1uasald DI\ — 1U9S3ld QAIN2BXT JaIYD — |euolbay — Juasald JuewlRYD — JUBIIND Buepn IN '600C (s)uonednddo pue
stoz Ainr - 01 900¢C 1e3A — 018107 [Hdy - wesaud 01 £007 -~ 0} 107 ke — 0} 8007 Jaquiardas — JB3A 01 200C Jesn — 9dUBLIAAXd BUIIOM
euueor ukjopuamp 1931591 s|ieyaq
ualN oor bup yna buor up uery] uop Aej Ay ea1 Aep BuoH o) yod 1Yz buepp nAoe, Bueppy

J10}38liq JO sweN




DARCO WATER TECHNOLOGIES LIMITED

¢

ANNUAL REPORT 2019

CORPORATE GOVERNANCE

REPORT

I'N

IIN

I'N

"eulyd ‘legeH

ul 129o.d Juswieasy
J91eM3)sem e bunelsdo
Auedwod 1oafoid e ul
Anbs 9,06 sumo yaiym
‘payiwi Abojouyda |
|EIUBWIUOIIAUT ONXbue4
Buenyzeiliys ur Ayinba
%001 SUMO yd1ym
‘pavwI (noyz6uip)
|euoneusdiu 1Az

ur &ynba 9,001

SUMO 0S|e 9H

‘euly> ‘buopueys

ul 19foud Addns usrem
s|gelod pjw 051 e
Hunesado Auedwod
1oafoud e ul 353.3Ul
Anba 9,09 sumo uiny
Ul ypIym ‘paniwr (HH)
1Aur uod|es jo Auedwod
sbuipjoy e ‘paywi
sbuipjoH AuowueH
s1Q ul Aunbs %001
SUMO Buepp "IN

I'N

(ssauisng bunadwod
Aue Buipnppur)
159.9]Ul JO 1DI|JU0D

I'IN

IIN

IIN

I'IN

IIN

I'IN

sallelpisgns
|edpurd sy jo Aue
JO IO J3NSSI pajsl|
9y} Jo Iap|oyaieys
|erueisgns 1o

/PUe Janss! 8y}
'J321}JO BAIINDIXS
Bunsixa ‘1012a.1p
Bunsixa Aue yum
(sdiysuonejau Ajwey
a1eipawwl buipnpur)
diysuoneas Auy

euueor
ual\ oor bup

uAjopuamp
ynA buor up

uer)] uop Aej

191597
aAy) 997 Ael

BuoH o)l yod

1yz buep

nAoep Bueppy

10372.1Q JO dweN

sjielaq




DARCO WATER TECHNOLOGIES LIMITED

ANNUAL REPORT 2019

»

CORPORATE GOVERNANCE

REPORT

SOA

SOA

SOA

SOA

SOA

SOA

SOA

19Nss| pajsl|
3y} 0} paywgns
u93q sey (1)ozL 9y
Japun (£ xipuaddy
Ul 3N0 135 1eWIO}

3y} Uiy buiyemspun

“Janew

1By} UO BUIIOA WOl
Hujuieisqe pue os op 0}
o1eudoidde si 11 a1edipul
Aew 1214U0d 18Y}
2laym ‘buisew-uoisidap
pue suof1eaq||ap
‘sbuipaadoid
$,9911WWO0D) JUBWISaAU|
pue s,pleog ay}

ul bunedpied

wody buisndau (i)

pue ‘@1Iwwod
JUBWISAAU| 3} 91043q
1ybnoIQq SIUBWISIAUL
Aue buinsind 10u

() ‘paeog ay1 0y
159J91Ul JO 1DI|JU0D

Aue asopsip Ajjny (1)

0} Udenapun sey
puepn N ‘Auedwiod
3y} Jo Jopaulq e se
juswiulodde siy o}
uolneal ul asue Aew
1Y} 1S9491Ul JO SIDI|JU0D
|erruslod Aue a1ebiyiw
0] "ssauisnq sy o}
uolneal ur euryd ul
s19(oud Juswieasy
Ja1emaisem pue Ajddns
Ja1em ul sanlunyoddo
JuaWisaAul buinsind
AjaAnoe s| Buepn N

euueor
ualN oor bup

uAjopuamp
ynA buor up

uery] uop Aej

191597
9y 991 Aey

BuoH o)l yod

1yz buep

nAoej Bueppy

J103}3ali1g jJO sweN

s|ie1ag




DARCO WATER TECHNOLOGIES LIMITED

¢

ANNUAL REPORT 2019

CORPORATE GOVERNANCE

REPORT

P11 8d
uelsy ubisag SMA —
p¥] 91d SIDIAIDS
ssauisng buQ 1 —

1SNJ| UOISISID |
Red ueisy —
1J0 Jopallg
jussaid

I'IN
(s1eahk

papwn
SBUIPIOH SINN —
1J0 J01RIIg
Juasald

paywn
dnoip euqry —
140 Joallg
(s1eak

PYg ups SadIAISS
QUUIBIA UBPIDAN —
(eljesisny)
p11 fid dasss —
pyg
ups (sbuip|oH)
Rep > -1 -
1JO Jopaliqg
juasalid

__IN
(s1eak

P¥T LINSANI puels —

paywin

|euoeuIU|
QUIYSIOA —

2y

"91d 1UuaWabeueln
19SSV Sy —

P

'91d 1USWISaAU|
IB1BAM\-HM —

2y

"21d Abojouypa |
JaMOd payun -

P

'91d 1USWISaAU|

|euoneuIalU|
Jurt uolun -

P

"91d ABi1su3 ues|d
nyzbuiy ogre1 ~

P11 9d

0D 18 $91LIDOSSY
inapueln —

‘P17 "81d punyg
JUDWISIAU| puelD) —

P

'91d 1USWISaAU|
Auadold 159104 —

2y

"a1d Abojouyda |
abpugeyd -
:Jo Jopallg

(s1eahk

['N
juasald

I'N
(s1eahk

‘P17 91d buLoipAy —
P
91d Yo9iusaln odesn —
P17 0D WsLN01-003
INnH buoq noyz buipy -
P11 "0>
BurissuIbug sadIAIRS
191eAN 9H BuayD
uenp Aey 1I9QeH —
P
0D (37 9H) SedINIRS
JeleM Bz INH -
P11 0D (InysiS)
SIDINIDS JDIBAA
97 INH — P17 0D
(noyz buip) sad1nsS
19)eAN 97 INH -
paywi asldiaug
JUBWISAAU| dINYN4 —
payWwIr [euoneuIaiu|
191eAA UBUUNA
pawi] buopueys
JUdWUOIIAUT DST —
:Jo Jopallg
(s1eak

‘P17 ""0D SIVIAISS
1918/N IpIEY URYNAA —
P17 0D JUBWISAAU|

1eyuer] ueynpn -
1J0 Jopallg
jussald

I'N
(s1eak

G )se| 3y} Jo}) 1sed

G 1se| 3y} Jo}) 1sed

G 1se| 3y} Jo}) 1sed

G 1se| 3y} Jo}) 1sed

G 1se| 3y} 1o}) 3sed

G 1se| 3y} J0}) 1sed

G 1se| 3y} Jo}) 3sed

sdiysioda.1q Buipnpul
SIUBWIHWWOD
|ediduld JaY10

euueor
ualN oor bup

uAjopuamp
ynA buor up

uery] uop Aej

191597
9y 991 Aey

BuoH o)l yod

1yz buep

nAoej Bueppy

J103}3ali1g jJO sweN

s|ie1ag




DARCO WATER TECHNOLOGIES LIMITED

ANNUAL REPORT 2019

»

CORPORATE GOVERNANCE

REPORT

P

|| pun4 awoduy|
paxi4 peaIsyPoy —

P11

914 (9J0debuis)
2U0)S BUIN —

P17 pun4 awodu|
paxi4 peaIsyIoy —

‘P17 "81d
ajodebuls ainjuldd —

PaYWIT S2INJUBA
peajsyooy —

paywi ¢ pung
dID pesIsPoyl —

P11 ed
uolesodiod wisNO |
1 [einyn> oybuayd -
Py "81d SBuipjoH
JUSWISaAU| JoqO —
P17 91d suonn|os
ABi1su3 yosusaIn —
py1 0D (Bueyduer])
juswdolanag
ABojouydzs |
bunds uobeiq -
p1 0D
Abojouyds] Abisuj
97INH ns buerr —
P17 0D WsLUN0101]
InH buog noyz buip -
p1
0D Abojouydaiolg
nH 194 buery buelurx —
p1
0D Joue| Jamo|4
nH 194 buery buelurx —
payuwin
dnolo uswdojanag
[BUOI}RUIIU| DINN4 —
payuwin
sbulp|oH 1sealed Py —
paywIT [eucneuIsiul
uns 1se3 —
paywiI
dnoip Ays easppyd —
payuwin
(IH) hur uodjes
pajwi sbuipjoH
AuoweH usuQ —
paywi 03 (noyz
BuId) [euonewsay|
ISy UBd —
PaHWIT JUSWISIAU|
[eUOI}RUIRIU]|
uns 1se3 —
paywi] dnoio
sbuip|oH aining —

paywiy pung
P1SPOM | — PaHWIT JUSWISIAU|
dIS pesisi w: |BUOI}PUIIU| DININ4 —
P¥1 9id paywir] dnoin
lende> peaisydoy — Juawdopra@ aimng —
;Jo Jopaug :J0 Jopallg
luasald juasalid
euueor ukjopuamp 1915917 sjielaq
ualN oor bup yna buor up uery] uop Aej Ay 991 Ael BuoH o) yod 1Yz buepp nAoe, Bueppy

J10}39liq JO sweN




DARCO WATER TECHNOLOGIES LIMITED

¢

ANNUAL REPORT 2019

CORPORATE GOVERNANCE

REPORT

ON

ON

ON

ON

ON

ON

ON

¢Mouanjosul

Jo punolb ay} uo
‘}SnJ} ssauUIsnq eyl
‘}snJ} ssauisng e
JO 99)5N41 BY3 SI
A¥ua ey a1aym
‘10 A13Ud ey} Jo
uofn|ossip Jo dn
Buipuim ayy Joy
‘A11U 1By} Jo
BAINJAXD A3 e 10
uosiad jusjeainbs
ue Jo Jopalip e
9q 0} pasead ay
91ep 9y} wouy
S1eak 7 UIyIM awiy
Aue 1e o Ayua
1By} JO DAIINIIXD
£33 e 4o uosiad
jusjeAinba ue 1o
J0}232lIp B Ssem 3y
uaym awi} ayy 1e
‘aAIINJAXa A9y e Jo
uosiad jusjeainbs
ue Jo Jopalip e
Sem ay Ydlym jo
(diysiauypied e
Buiaq jou) Aus
ue jsulebe pajiy
sem uomnIpsun(
Aue jo me| Aue

e Jo uonedijdde
ue ‘sieak Q| 1se|
2y} buunp awn
Aue 1e Jayieym q

ON

ON

ON

ON

ON

ON

ON

¢Jauned

e 90 0} pasead

2y 91ep 2y} wouy

S1eak 7 UIylM awiy

Aue 1e Jo Jauped

e SeM 3y Uaym

awi} 9y} 1e Jauped

B SeM 3y PIym

jo diysiaupied e

1sutebe Jo wiy

suiebe pajly sem

uondIpsunf Aue jo

me| Aordniyueq

Aue Japun uoniad

e Jo uonedijdde

ue ‘sieak Q| 1se|

ay1 buunp awn
Aue 1e Jayvym e

ISMO[|0} SE 3Je $10}2311Q dY} JO SIINSO|SIP

Kioymeys jesauab ayy

euueor
ualN oor bup

uAjopuamp
ynA buor up

uery] uop Aej

191597
9y 991 Aey

BuoH o)l yod

1yz buep

nAoej Bueppy

s|ie1ag

J103}3ali1g jJO sweN




DARCO WATER TECHNOLOGIES LIMITED

ANNUAL REPORT 2019

»

CORPORATE GOVERNANCE

REPORT

ON

ON

ON

ON

ON

oN

ON

¢yoealq yons Joy
(24BME S| 3Y YdIyM
Jo sbuipasdoud
|eutwd buipuad
Aue buipnpur)
sbuipaadold
|eulwiLd Aue jo
13lgns ay) usaq
Sy JO ‘2I3ymas|s
Jo ai1odebuls ul
Ansnpul saininy
10 S3111IN23S Y}
0} sajeal 1eyl
Juawalinbal
Kio1e|nbai Jo me|
Aue jo yoealq
e Bbuinjonul
‘alaymas|a 1o
aiodebuls ul
‘a5uayj0 Aue
JO P31IAUOD
uaq Jana sey

3y JBYIBYM B

ON

ON

oN

oN

ON

ON

ON

¢asodind yons uoy
(24eMme SI 3y ydiym
Jo sbuipasdoud
|euiwid buipuad
Kue Buipnpur)
sbuipaadold
|eulwiLd Aue
Jo 2lgns ayy
usa(q sey Jo
“Juswuosudwl
Urm ajgeystund s
ya1ym Aysauoysip
10 pneuy buiAjoaul
'819Yymas|a 10
a1odebuls ul
‘adud}40 Aue
JO PaIIAUOD
usaq Jans sey

9y JBYIBYM P

ON

ON

ON

ON

oN

ON

ON

cuy
1sutebe uswbpn(
palsiiesun Aue

SI J9Y} JayIdyYM D

euueor
ual\ oor bug

uAjopuamp
ynA buor up

uerny] uop Aey

1931597
a2y a9 Aey

BuoH o)l yod

1yz buem

nAoej Bueppn

4103}3311q }JO aweN

s|jielaq




DARCO WATER TECHNOLOGIES LIMITED

¢

ANNUAL REPORT 2019

CORPORATE GOVERNANCE

REPORT

ON

ON

ON

ON

ON

ON

ON

£ISNJ} ssauisnq
1o Aypus Aue jo
Juswabeuew Jo
UOI}eULIO) BY}
YHM UOI}D3UUOD
ul 9duajo Aue
JO a19ymasd
J0 aJodebuls
Ul padIAUOD
uaq Jana sey
3y Jayeym b

oN

I

ON

ON

OoN

ON

oN

¢ved sy
uo Aysauoysip 1o
uoejuasaidaisiw
‘pneuy jo uonebaje
ue BuiAjoAul
(21BME S| 3Y YIym
Jo sbuipasdoud
IAD Buipuad
Aue Buipnpur)
sbuipaadoud |IAD
Aue jo 1algns
9y} udaq sey ay
Jo “Jed siy uo
Kisauoysip Jo
uofejuasaidaisiw
‘pnedy jo buipuiy
e IO '9I3ymas|a
10 alodebuis ui
Ansnpur saaniny
10 S31}IND3S Ay}
0] soje|al 1eyy
1uswalinbal
Aioye|nbas o me|
Aue jo yoeauq e
BUIAJOAUI BIBYMIS|D
10 alodebuis ui
sbuipaadold |IAD
Aue ur wiy 1sutebe
palaius usaq Sey
uswbpn( ‘siesh Q|
1se| 9y} buunp swn
Aue 1e Jay_ym '}

euueor
ual oor bug

uAjopuamp
ynA buor up

uery] uop Aey

191597
a2y 997 Aey

BuoH o)l yod

1yz buep

nAoep Bueppy

41033311 }JO aweN

s|ielaq




DARCO WATER TECHNOLOGIES LIMITED

ANNUAL REPORT 2019

»

CORPORATE GOVERNANCE

REPORT

ON

ON

oN

oN

ON

ON

ON

10 ‘alaymas|e
10 aiodebuis
ul suopesodiod
Buiuianob
1uswalinbai
Aioreinbai 1o
Mme| Aue jo
yoealq e 10}
pajebiisanul
ua9q sey ydiym
uonesodiod Aue |

—1JO Silejje
3y} JO ‘a1aymasd
Jo alodebuls
ur 1oNpuod 1o
juswabeuew ayy
YHM pauladuod
ua9q ‘abpajmouy
SIy 01 "19A3 sey
ay sayraym T

oN

oN

ON

ON

ON

ON

oN

¢Ainnoe o adnoead
ssauisnq Jo adAy
Aue ui buibebua
woJj wiy buiuiofus
Ajuesodwsy Jo
Ajpusuewlad ‘Apoq
|elUSWUIA0D JO
|eunqi} 1nod
Aue jo bBuini Jo
1uswbpn( ‘isplo
Aue jo 1slgns
9y} Udaq Jand

sey ay JBYRYM !

ON

ON

ON

oN

oN

ON

ON

£1snJ1 ssauisnq
1o Ajus Aue jo
Juswabeurw 3y} ul
Apoauipur so Apdauip
1ed bupiey wouy
10 ‘(3snJ1 ssauisnq
e o 99)snJ1 sy}
Buipnpul) Aus
Aue jo uosiad
juajeAinba ue Jo
Jo1dauIp e se bunoe
woly paijijenbsip
usaq Jans sey

9y JatpayMm 'y

euueor
ualN oor bup

uAjopuamp
ynA buor up

uery] uop Aej

191597
9y 991 Aey

BuoH o)l yod

1yz buep

nAoej Bueppy

J103}3ali1g jJO sweN

s|ie1ag




DARCO WATER TECHNOLOGIES LIMITED

¢

ANNUAL REPORT 2019

CORPORATE GOVERNANCE

REPORT

oN

oN

oN

oN

oN

oN

oN

asny
ssauisng 1o Ayjua
9y} UY}IM pauIaduod
0S Sem 3y uaym
pouad 1ey} buunp
Buisiie 1o BuliNdd0
Janew Aue yum
uo129uuod Ul
‘219ymas|a
Jo aJodebuls ul
Ansnpul saininy
10 S3I}INDAS Y}
0} sa1eja. 1y}
1uswalinbai
Kiore|nbai io
me| Aue jo
yoealq e 1o}
pa1ebiisanul
ua9q sey ydlym
1SNJ3 SsauIsnq
J0 A1iaua Aue ‘Al

ON

ON

oN

oN

ON

oN

ON

10 ‘313ymas|a
Jo alodebuls ul
SIsnJ} ssauisng
Buruianob
1uswalinbal
Aioyeinbai o
me| Aue jo
yoealq e 10}
pa1ebiisanul
ua9q sey
UaIym 1sniy
ssauisng Aue

ON

ON

ON

ON

ON

ON

ON

10 ‘313ymas|s
Jo aJodebuls
ul SaNIud Yons
Buruianob
1uawalinbais
Aioreinbai 1o
Mme| Aue jo
yoealq e 1o}
paiebnsanul
uaaq sey ydiym
(uonesodiod
e buiaq jou)
Anua Aue

euueor
ualN oor bup

uAjopuamp
ynA buor up

uery] uop Aej

191597
9y 991 Aey

BuoH o)l yod

1yz buep

nAoej Bueppy

J103}3ali1g jJO sweN

s|ie1ag




DARCO WATER TECHNOLOGIES LIMITED

ANNUAL REPORT 2019

»

CORPORATE GOVERNANCE

REPORT

's101al1q
}JO a1nsu| asodebuls
Aq pasiuebio buluiesy

3y} papuane sey

“1aNss|

pa1sl| e Jo JopdalIg e Jo
saly|igisuodsal

pue sajol o

1oadsal ul bututes

3y} pue $asINod

‘Auedwo) ay} jo pieog
2y} 01 Juawiuiodde sy
sy Jayye abueydx3 ayy
Aq paquosaid se Janss|
pa1sl| e JO 101d31Ip

e Jo sanl|iqisuodsai

pue s3|0J 3y} Uo
Bujuiesy ay} papuane

‘obueydx3 sy
Aq paquosald se uanss|
pa1sl| e JO J01d3IIPp

pue s3j0l dy3 uo
Hujuiesy buipusne
3q [|IM 1o papusne
Sey J01dalip ayy JI

V/N V/N uery UoA AeJ "IN V/N papuanie sey yod “IN 10U sey Buepp N V/N 91e1s asea|d ‘ou §|
panwir
SBUIPIOH SIAN O
1030311 1uspuadapul
—1U3s31d 01 91,07 (XSYSAY) py1 ABojoutpay

1SNJ| UOISIASI3 |
Aed ueisy Jo 10ailq
wspuadapul - G107

paywn

dnouo eiqr jo
Jo12a11@ 1uspuadapul
— 61020} £10C

V/N

'PI] SDINIDS
[eIDURUI PELSHIOY
— Pa1sI-XSv Jo
10133113 - 600¢C

V/N

V/N

191N BISY JO
101031 dAIINIDX]
- 6002 Atenuer
01 500¢C Yd21eiN

ERIVENEL)E]
Joud Jo s|iersp
opinoid aseald ‘sak 4

SOA

SOA

V/N

SOA

VN

V/N

SOA

¢9bueydx3

9y} UO Pajsl| 1anss|
ue 4o Joyalip e se
9oualadxa Joud Auy

*Kjuo Jopauiqg jo uswiuiodde ayy 0y sjqedijdde ainsopsiq

palinbal uonRewloU|

ON

ON

ON

ON

ON

ON

ON

¢alaymasid
10 a10debuls ui
Jayiaym ‘Aouabe
JUsWUIBA0D Jo
Apoq |euoissajoud
‘abueypdxe
‘Aioyine
Kioreinbai Jsyio
Aue Jo asodebuls jo
Aioyiny Alersuoly
oy Aq ‘buruiem
Aue panss| Jo
papuewdal usaq
sey Jo ‘sbuipssdo.d
Aseurdpsip 1o
uonebisanul 1sed
Jo jualnd Aue jo
13(gns sy} usaq
sey a8y JBYIBUM

euueor
ualN oof bup

uAjopuamp
ynA buor up

uery] uop Aej

191597
aAy) 991 Aey

BuoH o)l yod

1yz buep

nAoej Bueppy

J103}3ali1g jJO sweN

s|ie1ag




DARCO WATER TECHNOLOGIES LIMITED
ANNUAL REPORT 2019

¢

DIRECTORS'
STATEMENT

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

The directors present their statement to the members together with the audited financial statements of
Darco Water Technologies Limited (the “Company”) and subsidiaries (the “Group”) for the financial year ended
31 December 2019 and the statement of financial position of the Company as at 31 December 2019.

In the opinion of the directors,

(a) the statement of financial position of the Company and the consolidated financial statements of the Group
as set out on pages 70 to 168 are drawn up so as to give a true and fair view of the financial position of
the Company and of the Group as at 31 December 2019 and of the financial performance, changes in
equity and cash flows of the Group for the financial year then ended; and

(b) 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 board of directors has, on the date of this statement, authorised these financial statements for issue.

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

Wang Zhi

Wang Yaoyu

Gn Jong Yuh, Gwendolyn (appointed on 2 May 2019)
Ong Joo Mien (appointed on 2 May 2019)
Tay Lee Chye Lester

Tay Von Kian

Poh Kok Hong (appointed on 1 July 2019)

Directors' interests in shares or debentures
According to the register kept by the Company for the purposes of Section 164 of the Singapore Companies Act,

Cap. 50, none of the directors and chief executive officer 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:

Direct interests Deemed interests
At At At At
1 January 31 December 1 January 31 December
2019 2019 2019 2019
Company
Ordinary shares
Wang Zhi 27,680,000 27,680,000 - -

Wang Yaoyu - - 13,387,118 13,387,118
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Directors' interests in shares or debentures (Continued)
Mr. Wang Zhi, who by virtue of his interests of not less than 20% of the issued capital of the Company is deemed
to have an interest in the whole of the share capital of the Company’s wholly owned subsidiaries and in ordinary

shares held by the Company in the following subsidiaries that are not wholly owned by the Group:

Deemed interests

At At
1 January 31 December
2019 2019

Wuhan Kaidi Water Services Co., Ltd
Ordinary shares 36,000,000 36,000,000
Darco Environmental (Philippines) Inc.
Ordinary shares 65,000 65,000
Puzer Asia Pte. Ltd.
Ordinary shares 140,000 140,000
Darco Infraco Vietham Water Pte. Ltd.
Ordinary shares - 1,040,816
Darco Ba Lai Water Supply Co., Ltd
Ordinary shares - 76,500,000,000
Darco Nghe An Co., Ltd
Ordinary shares - 9,000,000,000
Darco Ha Tinh Co., Ltd
Ordinary shares - 9,000,000,000
PT Panghegar Energy Indonesia
Ordinary shares - 6,000
PT Jabar Bersih Lestari
Ordinary shares - 96,000

There was no change in any of the above-mentioned interests in the Company or its related corporations between
the end of the financial year and 21 January 2020.
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Arrangements to enable directors to acquire benefits by means of the acquisition of 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
objects 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.

Share options

On 6 November 2014, the shareholders of the Company have approved the proposed Darco Performance Share
Plan (“Share Plan”) as part of a remuneration and compensation plan for attracting as well as retaining executive

personnel and Directors.

Directors of the Company and its subsidiaries (including Non-Executive Directors) and Directors and employees of an
associated company where the Company has control over the associated company are eligible in the Share Plan.

The number of shares available under the said Share Plan will be subject to the maximum limit of 15% of the
Company’s total issued shares.

As at the date of this report, no shares have been granted under the Share Plan.
During the financial year, there were:

- no options granted by the Company or its subsidiaries to any person to take up unissued shares in the
Company or its subsidiaries;

- no shares issued by virtue of any exercise of option to take up unissued shares of the Company or its
subsidiaries; and

- no unissued shares of the Company or its subsidiaries under option.

Audit committee

The members of the Audit Committee at the end of the financial year are as follows:

Tay Lee Chye Lester (Chairman of the Audit Committee and Independent Director)
Tay Von Kian (Independent Director)
Gn Jong Yuh, Gwendolyn (Independent Director)

Ong Joo Mien (Independent Director)
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Audit committee (Continued)

The Audit Committee carried out its functions in accordance with Section 201B (5) of the Singapore Companies
Act, Cap. 50, the Listing Manual of the Singapore Exchange Securities Trading Limited and the Code of Corporate
Governance. In performing those functions, the Audit Committee reviewed:

- the scope and the results of internal audit procedures with the internal auditor;

- the audit plan of the Company’s independent auditors and any recommendations on internal accounting
controls arising from the statutory audit;

- the assistance given by the Company’s management to the independent auditors;

- the periodic results announcements prior to their submission to the Board for approval;

- the statement of financial position of the Company and the consolidated financial statements of the Group for
the financial year ended 31 December 2019 prior to their submission to the Board of Directors, as well as the
independent auditor’s report on the statement of financial position of the Company and the consolidated
financial statements of the Group; and

- interested person transactions (as defined in Chapter 9 of the Listing Manual of the Singapore Exchange
Securities Trading Limited).

The Audit Committee has recommended to the Board of Directors that the independent auditors, Crowe Horwath
First Trust LLP, be nominated for re-appointment at the forthcoming Annual General Meeting of the Company. The
Audit Committee has conducted an annual review of non-audit services provided by the auditors to satisfy itself
that the nature and extent of such services will not affect the independence and objectivity of the external auditors
before confirming their re-nomination.

In appointing the external auditors for the Company and subsidiaries, the Company has complied with Rules 712
and 715 of the Listing Manual of the Singapore Exchange Securities Trading Limited.

Further details regarding the Audit Committee are disclosed in the Corporate Governance Report.
Independent auditors

The independent auditors, Crowe Horwath First Trust LLP, have expressed their willingness to accept re-
appointment as auditors of the Company.

On behalf of the Board of Directors

WANG ZHI POH KOK HONG
Director Director

3 June 2020
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF Fax +656221 1080

DARCO WATER TECHNOLOGIES LIMITED WWW.Crowe.sg
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Darco Water Technologies Limited (“the Company”) and
its subsidiaries (“the Group”), set out on pages 70 to 168, which comprise the consolidated statement
of financial position of the Group and the statement of financial position of the Company as at
31 December 2019, and the consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows of the Group for
the financial year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying consolidated financial statements of the Group and the statement of
financial position of the Company are properly drawn up in accordance with the provisions of the
Companies Act, Chapter 50 (“the Act’) and Singapore Financial Reporting Standards (International)
(“SFRS(1)”) so as to give a true and fair view of the consolidated financial position of the Group and the
financial position of the Company as at 31 December 2019 and of the consolidated financial
performance, consolidated changes in equity and consolidated cash flows of the Group for the financial
year ended on that date.

Basis for Opinion

We conducted our audit in accordance with Singapore Standards on Auditing (“SSAs”). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Group in accordance
with the Accounting and Corporate Regulatory Authority (“ACRA”) Code of Professional Conduct and
Ethics for Public Accountants and Accounting Entities (“ACRA Code”) together with the ethical
requirements that are relevant to our audit of the financial statements in Singapore, and we have fulfilled
our other ethical responsibilities in accordance with these requirements and the ACRA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matter

Key audit matter is the matter that, in our professional judgement, was of most significant in our audit
of the financial statements of the current year. The matter was addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on the matter.

Crowe Horwath First Trust LLP (UEN: TO8LL1312H) is an accounting limited liability partnership registered in Singapore under the Limited
Liability Partnership Act (Chapter 163A).
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Key Audit Matter (Continued)

Revenue recognition using input method
Refer to following notes to the financial statements
~ Note 2 “Significant accounting policy” and “Critical accounting estimates, assumptions and

Jjudgement”
~ Note 17 “Revenue”

The key audit matter

How the matter was addressed in our audit

In the Engineered Environmental
Systems segment, the Group
recognised revenue from its
contract revenue over time. Such
revenue amounted to $53.7 million
(2018: $63.7 million) for the
current financial year,
representing 72% (2018: 76%) of
the Group’s revenue.

Input method (cost method) is
used to estimate the progress to
complete the performance
obligation, and that involves a
number of significant estimates
and judgements by the
management, including:

e estimating the total contract
costs, including the costs to
complete the contract; and

e appropriately provide for
impairment loss in onerous
contracts.

We focused on this area in view of
significant judgements involved in
estimating total contract costs,
which is susceptible to
management bias.

We have discussed with management and project managers to

obtain understanding of the nature of the projects. Our key audit

procedures in relation to the accuracy of the revenue

recognised over time are as summarised below:

e Examined significant contract revenue and reviewed them
to obtain an understanding of the key terms of the
contracts and the contract sum;

e Reviewed management’s conclusion that such contracts
fulfils over-time recognition criteria in accordance with
SFRS(l) 15 and the choice of method in measuring the
progress;

e Assessed the design and implementation of the Group’s
internal controls over the accuracy of allocation of actual
costs to the respective contracts;

e Assessed the completeness of the total contract costs
estimated by management, taking into account the actual
costs incurred, estimation of costs to complete, historical
accuracy of past estimates in respect of those contracts;

e Discussed with management on potential significant costs
overruns which may result in provision for onerous
contracts; and

e Recalculated management’s computation of the progress,
and assessed reasonableness against other measurement
of progress.

Based on the results of above procedures, we considered that
the management judgement in revenue recognition policy for
these contracts and in estimating the progress of the completion
of performance obligation using input method to be reasonable.

We have also considered the disclosures of the sensitivity of
the estimation uncertainty in the financial statements to be
appropriate.
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Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report, but did not include in the financial statements and our auditor’s report
thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Directors 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 Act and SFRS(l), and 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; and transactions are properly authorised and that
they are recorded as necessary to permit the preparation of true and fair financial statements and to
maintain accountability of assets.

In preparing the financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

The directors’ responsibilities include overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with SSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.
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Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

As part of an audit in accordance with SSAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause the Group to cease to continue
as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.
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Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationship and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial statements of the current year and is therefore the key audit
matter. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

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 subsidiary corporations incorporated in Singapore of which we are the auditors have been
properly kept in accordance with the provisions of the Act.

The engagement partner on the audit resulting in this independent auditor’s report is Kow Wei-Jue
Duncan.

Crowe Horwath First Trust LLP
Public Accountants and
Chartered Accountants
Singapore

3 June 2020
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Note Group Company
2019 2018 2019 2018
$'000 $'000 $'000 $°000
ASSETS
Non-current assets
Property, plant and equipment 3 7,630 5,176 - -
Right-of-use assets 4 715 - - -
Intangible assets 5 3,593 5,666 - -
Investment in subsidiaries 6 - - 19,739 14,645
Deferred tax assets 7 653 114 - -
Other receivables 9 - 613 - -
12,591 11,569 19,739 14,645
Current assets
Inventories 8 6,186 2,997 - -
Trade and other receivables 9 62,507 68,971 15,487 15,060
Income tax recoverable 143 365 - -
Cash and bank balances 10 27,420 27,925 6,341 13,577
96,256 100,258 21,828 28,637
TOTAL ASSETS 108,847 111,827 41,567 43,282
LIABILITIES
Current liabilities
Trade and other payables 11 52,592 47,443 1,411 1,985
Borrowings 12 10,940 8,284 5,349 4,000
Lease liabilities 13 323 - - -
Derivative financial instrument 14 3 - - -
Income tax payable 264 450 - -
64,122 56,177 6,760 5,985
Non-current liabilities
Borrowings 12 1,310 917 - -
Lease liabilities 13 242 - - -
Deferred tax liabilities 7 28 581 - -
1,580 1,498 - -
TOTAL LIABILITIES 65,702 57,675 6,760 5,985

NET ASSETS 43,145 54,152 34,807 37,297
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(Amounts in thousands of Singapore dollars (“$'000"))

Note Group Company
2019 2018 2019 2018
$'000 $°000 $°000 $000
EQUITY
Capital and reserves attributable to
equity holders of the Company
Share capital 15 76,766 76,766 76,766 76,766
Other reserves 16(a) (3,395) (3,261) - -
Accumulated losses 16(b) (33,487) (24,658) (41,959) (39,469)
39,884 48,847 34,807 37,297
Non-controlling interests 6(g)(ii) 3,261 5,305 - -
TOTAL EQUITY 43,145 54,152 34,807 37,297

The accompanying notes are an integral part of the financial statements.
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Note 2019 2018
$°000 $°000
Revenue 17 74,801 83,832
Cost of sales (64,802) (69,874)
Gross profit 9,999 13,958
Other income 18 451 679
Distribution expenses (1,733) (2,147)
Administrative expenses (16,294) (13,117)
Impairment loss on financial assets 21 (3,771) (506)
Finance costs 19 (550) (585)
Loss before income tax 21 (11,898) (1,718)
Income tax credit / (expense) 22 417 (92)
Loss for the financial year (11,481) (1,810)
Other comprehensive loss
ltems that may be reclassified subsequently to profit or loss
Currency translation differences arising from consolidation (442) (812)
Other comprehensive loss, net of tax (442) (812)
Total comprehensive loss for the financial year (11,923) (2,622)
Loss attributable to:
Equity holders of the Company (8,829) (1,441)
Non-controlling interests (2,652) (369)
(11,481) (1,810)
Total comprehensive loss attributable to:
Equity holders of the Company (9,200) (2,101)
Non-controlling interests (2,723) (521)
(11,923) (2,622)

Loss per share attributable to equity holders of the

Company (cents) 23

Basic (9.41) (1.67)

Diluted (9.41) (1.67)

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



DARCO WATER TECHNOLOGIES LIMITED
ANNUAL REPORT 2019

¢

CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019
(Amounts in thousands of Singapore dollars (“$'000"))

Attributable to equity holders of the Company

Share Other  Accumulated Non-
capital reserves losses Total controlling Total
$°000 $°000 $°000 $°000 $°000 $'000
Balance at 1.1.2019 76,766 (3,261) (24,658) 48,847 5,305 54,152
Loss for the financial year - - (8,829) (8,829) (2,652) (11,481)
Other comprehensive loss for the financial
year, net of tax
- Currency translation differences arising
from consolidation - 371) - (371) (71) (442)
Total comprehensive loss for the financial
year - (371) (8,829) (9,200) (2,723) (11,923)
Change in ownership interests in
subsidiaries
Partial disposal of a subsidiary without a
change in control (Note 6(f)) - 237 - 237 763 1,000
Acquisition of subsidiaries (Note 6(b)) - - - - (84) (84)

Balance at 31.12.2019 76,766 (3,395) (33,487) 39,884 3,261 43,145
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(Amounts in thousands of Singapore dollars (“$'000"))

Attributable to equity holders of the Company

Share Other Accumulated Non-
capital reserves losses Total controlling Total
$'000 $°000 $'000 $°000 $°000 $'000
Balance at 1.1.2018 54,274 (3,312) (23,109) 27,853 8,189 36,042
Loss for the financial year - - (1,441) (1,441) (369) (1,810)
Other comprehensive loss for the financial
year, net of tax
- Currency translation differences arising
from consolidation - (660) - (660) (152) (812)
Total comprehensive loss for the financial
year - (660) (1,441) (2,101) (521) (2,622)
Contributions by and distribution to owners
Issuance of shares, net (Note 15) 22,492 - - 22,492 - 22,492
Transfer to statutory reserve (Note 16(a)) - 108 (108) - - -
Total contributions by and distribution to
owners 22,492 108 (108) 22,492 - 22,492
Change in ownership interests in
subsidiaries
Acquisition of non-controlling interests
without a change in control - 603 - 603 (2,363) (1,760)
Balance at 31.12.2018 76,766 (3,261) (24,658) 48,847 5,305 54,152

The accompanying notes are an integral part of the financial statements.
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Note 2019 2018
$°000 $°000
Cash flows from operating activities
Loss before income tax (11,898) (1,718)
Adjustments:
Amortisation of intangible assets 21 1,669 1,752
Depreciation of property, plant and equipment 21 650 754
Depreciation of right-of-use assets 21 320 -
Fair value loss on derivatives 21 3 -
Gain on disposal of property, plant and equipment 21 (6) 3)
Impairment loss on intangible assets 21 2,920 -
Property, plant and equipment written off 21 6 6
Inventories written off 21 78 148
Impairment loss on financial assets 21 3,771 506
Reversal of payables 18 - (128)
Interest expenses 19 550 585
Interest income 18 (151) (90)
Exchange differences 1,611 25
Operating (loss) / profit before working capital changes (477) 1,837
Inventories (3,267) (1,089)
Contract assets / (liabilities) 17,969 (4,597)
Trade and other receivables (16,602) (3,900)
Trade and other payables 2,660 3,778
Placement of fixed deposits and bank balances pledged 10 (1,369) (2,009)
Cash used in operations (1,086) (5,980)
Income taxes paid (374) (946)
Net cash used in operating activities (1,460) (6,926)
Cash flows from investing activities
Acquisition of subsidiaries, net of cash acquired 6(b) (1,674) -
Placement of fixed deposits with tenure more than 3 months (114) -
Purchase of property, plant and equipment A (2,032) (454)
Proceeds from disposal of property, plant and equipment 28 3
Interest received 151 90

Net cash used in investing activities (3,641) (361)
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019
(Amounts in thousands of Singapore dollars (“$'000"))

Note 2019 2018
$'000 $'000
Cash flows from financing activities
Proceeds from issuance of new shares, by way of cash 15 - 16,148
Share issuance cost 15 - (260)
Partial disposal of a subsidiary without a change in control 6(f) 1,000 -
Proceeds from borrowings 5,624 3,581
Repayment of borrowings (2,911) (4,285)
Principal repayment of lease liabilities (2018: finance lease
obligations) (319) (43)
Interest paid (562) (375)
Net cash from financing activities 2,832 14,766
Net (decrease) / increase in cash and cash equivalents (2,269) 7,479
Cash and cash equivalents at beginning of financial year 22,673 15,379
Effect of exchange rate changes on cash and cash
equivalents (225) (185)
Cash and cash equivalents at end of financial year 10 20,179 22,673

Note A

For the purpose of the consolidated statement of cash flows, the Group’s additions to property, plant and equipment
during the financial year comprised of:

2019 2018
$000 $'000
Property, plant and equipment purchased during the financial year
(Note 3) 2,322 551
Less:
Deposit paid in previous financial year (Note 9(ii)) (290) -
Finance lease obligations - (97)
Cash payment to acquire property, plant and equipment 2,032 454

The accompanying notes are an integral part of the financial statements.
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(Amounts in thousands of Singapore dollars (“$'000"))

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

1. GENERAL INFORMATION

Darco Water Technologies Limited (the “Company”) is a limited liability company incorporated and domiciled in
Singapore and is listed on the Singapore Exchange Securities Trading Limited (“SGX-ST”). The address of the
Company's registered office and its principal place of business is located at Harvest @ Woodlands, 280 Woodlands
Industrial Park E5, #09-36, Singapore 757322.

The principal activities of the Company are those of investment holding and acting as a corporate manager and
adviser and administrative centre to support business of the Company’s subsidiaries. The principal activities of the
subsidiaries are disclosed in Note 6.

The financial statements for the financial year ended 31 December 2019 were authorised for issue in accordance
with a resolution of the Board of Directors on 3 June 2020.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The financial statements are prepared in accordance with the historical cost convention, except as disclosed in the
accounting policies below and are drawn up in accordance with the Singapore Financial Reporting Standards
(International) (“SFRS(1)"). The financial statements are presented in Singapore dollars (“$”) and all values are
recorded to nearest thousand ($'000) as indicated.

The preparation of the financial statements in conformity with SFRS(l)s requires management to exercise its
judgements in the process of applying the Group’s accounting policies. It also requires the use of certain critical
accounting estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the financial year. Although these
estimates are based on management’s best knowledge of current events and actions, actual results may ultimately
differ from those estimates. Critical accounting estimates and assumptions used that are significant to the financial
statements and areas involving a higher degree of judgement or complexity, are disclosed in this Note.

Adoption of new and revised standards

On 1 January 2019, the Group adopted the new or amended SFRS(l) and Interpretations of SFRS(I) (“SFRS(I)
INT”) that are mandatory for application from that date. Changes to the Group’s accounting policies have been
made as required, in accordance with the transitional provisions in the respective SFRS(I) and SFRS(I) INT. The
adoption of these new or amended SFRS(I) and SFRS(I) INT did not result in substantial changes to the Group’s
and Company’s accounting policies and had no material effect on the amounts reported for the current or prior
financial years, except as disclosed below:
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Adoption of new and revised standards (Continued)
Adoption of SFRS(I) 16 Leases

This new standard on leases supersedes the previous standard (SFRS(l) 1-17) and interpretations and brings in a
new definition of a lease that will be used to identify whether a contract is, or contains, a lease. For lessees,
SFRS(I) 16 reforms lessee accounting by introducing a single model similar to the existing finance lease model.
Specifically, lessees are required to recognise all leases on their statements of financial position to reflect their
rights to use leased assets and the associated obligations for lease payments, with limited exemptions. However,
lessor accounting, with the distinction between operating and finance leases, remains largely unchanged. SFRS(l)
16 is effective for annual reporting periods beginning on or after 1 January 2019, and the Group adopted SFRS()
16 retrospectively with any cumulative effect of initially applying the standard as an adjustment to the opening
retained earnings at the date of initial application, 1 January 2019. Under this approach, comparatives are not
restated.

The Group, as lessee, has leases previously classified under operating leases. Lease liabilities at 1 January 2019
are measured at present value of remaining lease payments discounted using incremental borrowing rate on that
date. For all such leases, the Group elect to measure the Right-of-Use (“ROU”) assets at amounts equal to the
lease liability, adjusted by the amount of any prepaid or accrued lease payments relating to that lease recognised
in the statement of financial position immediately before the date of initial application.

Practical expedients applied

As allowed by SFRS(l) 16, the Group applies definition of leases under SFRS(l) 16 only to contracts entered on or
after 1 January 2019 to determine whether or not the contracts contain a lease. For contracts determined to be a
lease as at 31 December 2018 using SFRS(l) 1-17 and SFRS(I) INT 4, the Group applied transition requirements
in SFRS(I) 16 as described above.

In addition, the Group also elect to apply the following practical expedients to leases previously classified as
operating leases, and hence, the Group:

- did not recognise lease liabilities and ROU assets to leases with a lease terms ended during the current
financial year or for leases of low value assets

- determined lease term on 1 January 2019 using hindsight of the actual extension or termination options
exercised

- excluded initial direct costs from the measurement of ROU assets at 1 January 2019
The Group has performed impairment review for the ROU assets on 1 January 2019 and has concluded that there

is no indication that the ROU assets are impaired.

The following table explains the differences between the operating lease commitments previously disclosed in the
financial statements as at 31 December 2018 and the lease liabilities recognised in the statements of financial
position as at 1 January 2019:
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Adoption of new and revised standards (Continued)

Adoption of SFRS(I) 16 Leases (Continued)

Group

$°000
Operating lease commitments as at 31 December 2018, as previously disclosed 306
Add: Finance lease obligations recognised as at 31 December 2018 102
Add: Operating lease commitments previously not disclosed 290
Less: Short-term lease recognised as expense (70)
Less: Effect of discounting at weighted average incremental borrowing rate at 1 January 2019 (9)
Lease liabilities as at 1 January 2019 619

The weighted average incremental borrowing rate applied to the lease liabilities recognised in the statements of
financial positions on 1 January 2019 ranged from 3.28% to 5.25% per annum.

Standards issued but not yet effective

The Group has not adopted the following standards and interpretations that have been issued but not yet effective:

Effective for annual periods

Description beginning on or after

Amendments to SFRS(1) 3: Definition of a Business 1 January 2020

Amendments to SFRS(I) 1-1 and SFRS(I) 1-8: Definition of Material 1 January 2020

Amendments to SFRS(1) 9, SFRS(I) 1-39 and SFRS(I) 7: Interest Rate Benchmark 1 January 2020
Reform

SFRS(I) 17 Insurance Contracts 1 January 2021

Amendments to SFRS(I) 10 Consolidated Financial Statements and SFRS(I) 1-28 To be determined

Investments in Associates and Joint Ventures: Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture

The directors expect that the adoption of the other standards and interpretations above will have no material impact
on the financial statements in the period of initial application.
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2, SIGNIFICANT ACCOUNTING POLICIES (Continued)

Group accounting
(i) Subsidiaries
(a) Basis of consolidation

Subsidiaries are entities (including special purpose 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 a 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 changed where necessary to
ensure consistency with the policies adopted by the Group.

Non-controlling interests are that part of the 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 profit or loss and other comprehensive income, statement of changes
in equity and statement of financial position. Total comprehensive income 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.

(b) Acquisition of businesses

The acquisition method of accounting is used to account for business combinations 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. Acquisition-related costs, other than those associated with the
issue of debt or equity securities, 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.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration which is deemed to be an asset or
liability, will be recognised in accordance with SFRS(1)1-39 either in profit or loss or as a change to other
comprehensive income. If the contingent consideration is classified as equity, it will not be remeasured until it is
finally settled within equity.

In business combinations achieved in stages, previously held equity interests in the acquiree are remeasured to
fair value at the acquisition date and any corresponding gain or loss is recognised in profit or loss.

For non-controlling interests that are present ownership interests and entitle their holders to a proportionate share
of the acquiree’s net assets in the event of liquidation, the Group elects on an acquisition-by-acquisition basis
whether to recognise them either at fair value or at the non-controlling interest’'s proportionate share of the
acquiree’s net identifiable assets, at the date of acquisition.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Group accounting (Continued)
(i) Subsidiaries (Continued)
(b) Acquisition of businesses (Continued)

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. If those amounts are less than the fair value of the net identifiable assets
of the subsidiary acquired and the measurement of all amounts has been reviewed, the difference is recognised
directly in profit or loss as a bargain purchase.

(c) Disposals of subsidiaries or businesses

The assets and liabilities of the subsidiary, including any goodwill, are derecognised when a change in the
Company’s ownership interest in a subsidiary result in a loss of control over the subsidiary. 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. Subsequently,
the retained interest is accounted for as an equity-accounted investee or as an available-for-sale financial asset
depending on the level of influence retained.

(ii) Transactions with non-controlling interests

Non-controlling interest represents the equity in subsidiaries not attributable, directly or indirectly, to owner of the
Company.

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 transactions with owners of the Group. Any difference between the change 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 owners of the Company.

Investment in subsidiaries

Investments in subsidiaries are carried at cost less accumulated impairment losses in the Company’s statement of
financial position. On disposal of investments in subsidiaries, the difference between disposal proceeds and the
carrying amounts of the investments is recognised in profit or loss.

Currency translation

(i) Functional and presentation currency

The individual financial statements of each entity are measured using the currency of the primary economic

environment in which the entity operates (“functional currency”). The consolidated financial statements are
presented in Singapore dollars (“$”), which is also the functional currency of the Company.



DARCO WATER TECHNOLOGIES LIMITED
ANNUAL REPORT 2019

»

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019
(Amounts in thousands of Singapore dollars (“$'000"))

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Currency translation (Continued)
(ii) Transactions and balances

Transactions in a currency other than the functional currency (“foreign currency”) are measured in the respective
functional currencies of the Company and its subsidiaries and are recorded on initial recognition in the functional
currencies at exchange rates approximating those ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the rate of exchange ruling at the reporting date. Non-monetary
items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as
at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at the reporting
date are recognised in profit or loss except for exchange differences arising on monetary items that form part of
the Group’s net investment in foreign operations, which are recognised initially in other comprehensive income and
accumulated under foreign currency translation reserve in equity in the consolidated financial statements. The
foreign currency translation reserve is reclassified from equity to profit or loss of the Group on disposal of the foreign
operation.

(iii) Translation of the Group’s financial statements

The assets and liabilities of foreign operations are translated into Singapore dollars at the rate of exchange ruling
at the reporting date and their profit or loss are translated at the exchange rates prevailing at the date of the
transactions. The exchange differences arising on the translation are taken directly to other comprehensive income.
On disposal of a foreign operation, the component of other comprehensive income relating to that particular foreign
operation is recognised in the profit or loss.

In the case of a partial disposal without loss of control of a subsidiary that includes a foreign operation, the
proportionate share of the cumulative amount of the exchange differences are re-attributed to non-controlling
interest and are not recognised in profit or loss.

Property, plant and equipment

All items of property, plant and equipment are initially recorded at cost. 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. The cost of an item of property, plant and equipment including subsequent expenditure is recognised
as an asset if, and only if, it is probable that future economic benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. When significant parts of property, plant and equipment are
required to be replaced in intervals, the Group recognises such parts as individual assets with specific lives and
depreciation, respectively. Likewise, when a major inspection is performed, its cost is recognised in the carrying
amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance expenses are recognised in profit or loss when incurred.

After initial recognition, property, plant and equipment except for freehold lands are stated at cost less accumulated
depreciation and any accumulated impairment losses.

Construction in progress includes all cost of construction and other direct costs. Construction in progress is
reclassified to the appropriate category of property, plant and equipment when complete and ready to use.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment (Continued)

Freehold lands and construction in progress are not depreciated. All other items of property, plant and equipment
are depreciated using the straight-line method to write-off the cost over their estimated useful lives as follows:

Useful lives
(Years)
Freehold buildings 50
Leasehold lands and buildings 30 to 50
Renovations 5
Motor vehicles 5
Plant and equipment 3to0 10

The estimated useful life and depreciation method are reviewed, and adjusted as appropriate, at each reporting
date to ensure that the amount, method and period of depreciation are consistent with the expected pattern of
economic benefits from items of property, plant and equipment. Fully depreciated assets are retained in the
financial statements until they are no longer in use.

The carrying amount of property, plant and equipment is reviewed for impairment when events or changes in
circumstances indicate that the carrying amount may not be recoverable.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. The gain or loss on retirement or disposal is determined as the difference
between any sales proceeds and the carrying amounts of the asset and is recognised in the profit or loss within
“Other income / (expenses)”.

Intangible assets
(i) Goodwill on acquisitions

Goodwill on acquisition of subsidiaries or businesses represents the excess of (i) the aggregate of the consideration
transferred, the amount of any non-controlling interest in the acquire and the acquisition-date fair value of any
previously-held equity interest in the acquiree over (i) the fair value of the net identifiable assets acquired net of
the fair values of the liabilities and any contingent liabilities assumed.

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

Gains and losses on the disposal of subsidiaries include the carrying amount of goodwill relating to the entity sold.
Certain portion of goodwill arose from a change in parent's ownership interests in a subsidiary (after control is
obtained) before July 2009. The revised FRS 27 which was issued on 1 July 2009 did not require retrospective
adjustment be made on goodwill that was recognised prior to 1 July 2009 and allowed the goodwill be stated at
carrying value as of 1 July 2009.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the acquirer are assigned to those units.



DARCO WATER TECHNOLOGIES LIMITED
ANNUAL REPORT 2019

»

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019
(Amounts in thousands of Singapore dollars (“$'000"))

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible assets (Continued)
(i) Goodwill on acquisitions (Continued)

The cash-generating unit to which goodwill has been allocated is tested for impairment annually and whenever
there is an indication that the cash-generating unit may be impaired. Impairment is determined for goodwill by
assessing the recoverable amount of each cash-generating unit (or group if cash generating units) to which the
goodwill relates.

Where the recoverable amount of the cash-generating unit is less than the carrying amount, an impairment loss is
recognised in profit or loss. Impairment loss recognised for goodwill is not reversed in subsequent periods.

Where goodwill forms part of a cash-generating unit and part of the operation within that cash-generating unit is
disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of the
operation when determining the gain or loss on disposal of the operation. Goodwill disposed of in this circumstance
is measured based on the relative fair values of the operations disposed of and the portion of the cash-generating
unit retained.

(i) Other intangible assets

Intangible assets acquired separately are measured on initial recognition at cost, which includes the purchase price
and other directly attributable cost of preparing the asset for its intended use. The cost of intangible assets acquired
in a business combination is their fair values at the date of acquisition. Following initial recognition, intangible assets
are carried at cost less any accumulated amortisation and any accumulated impairment losses. Internally
generated intangible assets, excluding capitalised development costs, are not capitalised and are recognised in
profit or loss in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite.

Intangible assets with finite lives are amortised on a straight-line basis over the estimated economic useful lives
and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method are reviewed at least at each financial year-end. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset is
accounted for by changing the amortisation period or method, as appropriate, and are treated as changes in
accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in the profit or
loss in the expense category consistent with the function of the intangible asset.

Intangible assets with indefinite useful lives or not yet available for use are tested for impairment annually or more
frequently if the events or changes in circumstances indicate that the carrying value may be impaired either
individually or at the cash-generating unit level. Such intangible assets are not amortised. The useful life of an
intangible asset with an indefinite life is reviewed annually to determine whether the useful life assessment
continues to be supportable. If not, the change in useful life from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the profit or loss when the asset is
derecognised.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible assets (Continued)
(ii) Other intangible assets (Continued)
(a) Trade name and trademarks

Trade name and trademarks are measured at fair value less accumulated amortisation and accumulated
impairment losses. The costs are amortised to profit or loss using the straight-line method over the estimated useful
lives of 7 years.

(b) Patented technologies and license

Patented technologies are measured at fair value less accumulated amortisation and accumulated impairment
losses. The costs are amortised to profit or loss using the straight-line method over the estimated useful lives of 5
years.

(c) Computer software and others

Computer software and others are measured at fair value less accumulated amortisation and accumulated
impairment losses. The costs are amortised to profit or loss using the straight-line method over the estimated useful
lives of 3 to 5 years.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
such indication exists, or when an annual impairment assessment for an asset is required, the Group makes an
estimate of the asset’s recoverable amount.

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell and
its value in use and is determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent on those from other assets or group of assets. Where the carrying amount of an asset or cash-
generating unit exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount. In assessing value in use, the estimated future cash flows expected to be generated by the
asset are discounted to their present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. In determining fair value less costs to sell, recent
market transactions are taken into account, if available. If no such transactions can be identified, an appropriate
valuation model is used. These calculations are corroborated by valuation multiples or other available fair value
indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations which are prepared
separately for each of the Group’s cash-generating units to which the individual assets are allocated. These
budgets and forecasts calculations are generally covering a period of five years. For longer periods, a long-term
growth rate is calculated and applied to project future cash flows after the fifth years.

Impairment losses are recognised in profit or loss in those expense categories consistent with the function of the
impaired asset, except for assets that are previously revalued where the revaluation was taken to other
comprehensive income. In this case, the impairment is also recognised in other comprehensive income up to the
amount of any previous revaluation.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of non-financial assets (Continued)

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication
that previously recognised impairment losses may no longer exist or may have decreased. If such indication exists,
the Group estimates the asset’s or cash-generating unit’s recoverable amount. A previously recognised impairment
loss is reversed only if there has been a change in the estimates used to determine the recoverable amount of an
asset since the last impairment loss was recognised. If that is the case, the carrying amount of the asset is
increased to its recoverable amount. This increase cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised previously. Such reversal is recognised
in the profit and loss unless the asset is measured at revalued amount, in which case the reversal is treated as a
revaluation increase.

Financial assets and liabilities
(i) Initial recognition and measurement

Trade receivables are initially recognised when they are originated. Other financial assets and financial liabilities
are recognised on the statement of financial position when, and only when, the Group becomes a party to the
contractual provisions of the financial instrument.

Trade receivables without financing component is initially measured at the transaction price in accordance with
SFRS(I) 15. Other financial assets or financial liabilities are initially recognised at fair value plus, in the case of
financial assets or liabilities not at fair value through profit or loss, directly attributable transaction costs.

(ii) Classification and subsequent measurement
Financial assets

Financial assets are classified and subsequently measured at amortised cost or fair value on the basis of the
entity’s business model for managing the financial assets and the contractual cash flow characteristics of the
financial assets, at the following categories:

e Amortised costs

e Fair value through Other Comprehensive Income (FVOCI) — Debt investments
e FVOCI - Equity investments

e Fair value through profit or loss (FVPL)

Financial assets are not reclassified after initial recognition unless the Group changes its business model for
managing financial assets, in which case such reclassification will be applied prospectively from the reclassification

date.

Financial assets at amortised costs

Unless designated at FVPL, financial assets are measured at amortised costs if:
- Itis held within a business model with an objective to hold the assets to collect contractual cash flows; and

- Its contractual cash flows comprise of solely principal and interest on the principal amount outstanding.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial assets and liabilities (Continued)
(ii) Classification and subsequent measurement (Continued)
Financial assets (Continued)

Financial assets at amortised costs (Continued)

These assets, mainly trade and other receivables which (exclude prepayments, advances to suppliers and GST /
VAT receivables), contract assets, cash and cash equivalents, are subsequently measured at amortised costs
using the effective interest rate method, which is reduced by impairment losses. Interest income, foreign exchange
differences, and impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in
profit or loss.

Debt investments at FVOCI

Unless designated at FVPL, a debt investment is measured at FVOCI if:

- Itis held within a business model with objectives of both collecting contractual cash flows and selling financial
assets; and

- Its contractual cash flows comprise of solely principal and interest on the principal amount outstanding.

These assets are subsequently measured at fair value. Interest income calculated on effective interest rate method,
foreign exchange differences and impairment are recognised in profit or loss. Other net gains and losses (including
changes in fair value) are recognised in OCI. The cumulative amounts in OCI are reclassified to profit or loss upon

derecognition.

Equity investments at FVOCI

Unless held-for-trading, the Group may irrevocably elect on initial recognition, on an investment-by-investment
basis, to present subsequent changes of fair value of the equity investments in OCI.

These assets are subsequently measured at fair value. Dividends are recognised as income in profit or loss unless
the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and losses (including

changes in fair value) are recognised in OCI which will never be reclassified to profit or loss.

Financial assets at FVPL

All financial assets not at amortised cost or FVOCI as described above are measured at fair value through profit or
loss. On initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVOCI to be measured at FVPL, if doing so eliminates or
significantly reduce accounting mismatch that would otherwise arise.

Financial assets held for trading or are managed and whose performance is evaluated on a fair value basis would
be mandatorily measured at FVPL.

These assets are subsequently measured at fair value. Net gains or losses, including any interest income or
dividend income are recognised in profit or loss.

As at the reporting date, the Group does not have other categories of financial assets other than financial assets
at amortised cost.



388 DARCO WATER TECHNOLOGIES LIMITED
. ANNUAL REPORT 2019

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019
(Amounts in thousands of Singapore dollars (“$'000"))

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial assets and liabilities (Continued)
(ii) Classification and subsequent measurement (Continued)
Financial liabilities

Financial liabilities are subsequently measured at amortised costs unless it is held for trading (including derivative
liabilities), or designated as financial liabilities at FVPL on initial recognition to significantly reduce accounting
mismatch or when a group of financial liabilities are managed whose performance is evaluated on a fair value
basis.

Financial liabilities at amortised costs are subsequently measured at amortised costs using the effective interest
rate method. Interest expense and foreign exchange differences are recognised in profit or loss. These financial
liabilities mainly comprise trade and other payables (excludes advances and provision for unutilised leave), contract
liabilities and borrowings.

Financial liabilities at FVPL are measured at fair value with net gains and losses (including interest expense)
recognised in profit or loss. Directly attributable transaction costs are recognised in profit or loss as incurred.

(iii) Derecognition
Financial assets

Financial assets are derecognised when the contractual rights to receive cash flows from the financial assets have
expired or have been transferred and the Group has transferred substantially all the risks and rewards of ownership
or in which the Group neither transfers nor retains substantially all of the risks and rewards of ownership and does
not retain control of the financial assets. On derecognition of a financial asset in its entirety, the difference between
the carrying amount measured at the derecognition date and the sum of the consideration received is recognised
in profit or loss.

All regular way purchases and sales of financial assets are recognised or derecognised on the trade date, i.e. the
date that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of the assets within the period generally established by regulation or
convention in the marketplace concerned.

Financial liabilities

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or expires.
The Group also derecognise a financial liability when its terms are modified and the cash flows of the modified
liability are substantially different, in which case, a new financial liability on the modified terms is recognised at fair
value.

On derecognition of a financial liability, the difference between the carrying amount of the financial liabilities
extinguished, or transferred and the consideration paid (including non-cash transferred or liabilities assumed) is
recognised in profit or loss.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial assets and liabilities (Continued)
(iv) Offsetting

Financial assets and liabilities are offset and the net amount reported on the statement of financial position when
there is a legally enforceable right to offset and there is an intention to settle on a net basis or realise the asset and
settle the liability simultaneously.

Impairment of financial assets

The Group applies impairment model in SFRS(I) 9 to measure the Expected Credit Losses (“ECL”) of the following
categories of assets:

- Financial assets at amortised costs (including trade and other receivables and cash and cash equivalents)
- Contract assets (determined in accordance with SFRS(I) 15)

- Debt investments at FVOCI

- Intragroup financial guarantee contracts

As at the reporting date, the Group does not have other categories of financial assets except for financial assets at
amortised costs.

ECLs are probability-weighted estimates of credit losses, which are measured at the present value of all cash
shortfalls (difference between the cash flows due to the Group in accordance with the contracts and the cash flows
that the Group expects to receive), discounted at effective interest rate of the financial asset. The expected cash
flows include cash flows from the sale of collaterals held, if any, or other credit enhancements that are integral to
the contractual terms.

Simplified approach

The Group applies simplified approach to all trade receivables and contract assets. Impairment loss allowance is
measured at life time ECL, which represents ECLs that result from all possible default events over the expected
life of a financial instrument (‘Life-time ECL’).

The Group have established a provision matrix that is based on historical credit loss experience, adjusted for
forward-looking factors specific to those customers and the economic environment as well as uses qualitative and
quantitative information like geographical location, profile of customers and historical repayment trends to group
debtors with similar characteristics for purposes of ECL assessment by using probability of default from external
rating agencies and historical loss rates, where applicable.

General approach

The Group applies general approach on all other financial instruments and financial guarantee contracts, and
recognise a 12-month ECL on initial recognition. 12-months ECL are ECLs that result from possible default events
within 12 months after the reporting date or up to the expected life of the instrument, if shorter.

Impairment loss allowance or reversals are recognised in profit or loss. Loss allowance on financial assets at
amortised cost and contract assets are deducted from the gross carrying amount of those asset. Loss allowance
on debt investments at FVOCI are recognised in OCI, and does not reduce the carrying amount of the financial
assets.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of financial assets (Continued)

Significant increase in credit risk (Stage 2)

For credit exposures for which there has been a significant increase in credit risk since initial recognition,
impairment loss allowance is measured at life-time ECL. When a financial asset is determined to have a low credit
risk at reporting date, the Group assumes that there has been no significant increase in credit risk since initial
recognition. For other cases, the Group uses reasonable and supportable forward-looking information available
without undue cost or effort to determine, at each reporting date, whether there is significant increase in credit risk
since initial recognition. In assessing whether there has been significant increase in credit risks, the Group takes
into account factors such as:

- existing or forecast adverse changes in business, financial or economic conditions that are expected to cause
a significant change in the debtor’s ability to meet its debt obligations

- actual or expected significant adverse change in the regulatory, economic, or technological environment that
are expected to cause a significant change in the debtor’s ability to meet its debt obligations

- an actual or expected significant change in the operating results of the debtors

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial asset
has increased significantly since initial recognition when contractual payments are more than 90 days past due,

unless the Group has reasonable and supportable information that demonstrates otherwise.

If credit risk has not increased significantly since initial recognition or if the credit quality improves such that there
is no longer significant increase in credit risk since initial recognition, loss allowance is measured at 12-month ECL.

Definition of default
The Group considers a financial asset to be in default when:

- The borrower is unlikely to pay its credit obligation in full, without recourse by the Group; or
- The financial asset is more than 90 days past due, unless otherwise indicated in credit risk note (Note 28(iii)).

The Group considers a contract asset to be in default when the customer is unlikely to pay the contractual
obligations to the Group in full without recourse by the Group.

Credit-impaired (Stage 3)

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future
cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes
observable data about the following events:

- significant financial difficulty of the issuer or the borrower;

- abreach of contract, such as a default or past due event;

- thelender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial difficulty,
having granted to the borrower a concession(s) that the lender(s) would not otherwise consider;

- itis becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

- the disappearance of an active market for that financial asset because of financial difficulties.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of financial assets (Continued)

Write-off policy

The Group write off the gross carrying amount of a financial assets to the extent that there is no realistic prospect
of recovery, for example when the debtor does not have assets or sources of income that could generate sufficient
cash flows to repay the Group.

Derivative financial instruments

A derivative financial instrument is initially recognised at its fair value on the date the contract is entered onto and
is subsequently carried at its fair value. The method of recognising the resulting gain or loss depends on whether
the derivative is designated as a hedging instrument, and if so, the nature of the item being hedged. The Group
designates each hedge as either (a) fair value hedge; (b) cash flow hedge; or (c) net investment hedge. As at
reporting date, the Group has only cash flow hedge.

Fair value changes on derivatives that are not designated or do not qualify for hedge accounting are recognised in
profit or loss when the changes arise.

Inventories

Inventories are stated at the lower of cost and net realisable value. Raw materials and trading goods comprise of
all costs of purchase and other costs incurred in bringing the inventories to their present location and condition.
These costs are assigned on a weighted average basis.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and estimated costs necessary to be incurred for selling and distribution.

Where necessary, allowance is provided for damage, obsolete and slow-moving items to adjust the carrying value
of inventories to the lower of cost and net realisable value.

Provisions

A provision is recognised when the Group has a present obligation, legal or constructive, as a result of a past event
and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation,
and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each reporting
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. Where 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.

Provision for onerous contracts on uncompleted contracts is recognised immediately in profit or loss when it is
determinable.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial guarantees

The Company has issued corporate guarantees to banks for bank borrowings of its subsidiaries. These guarantees
are financial guarantee contracts 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 guarantee contracts are initially recognised as a liability at their fair values, adjusted for transaction costs
directly attributable to the issuance of the guarantees.

Financial guarantee contracts are initially measured at fair value plus transaction costs and subsequently measured
at the higher of:

(a) premium received on initial recognition less the cumulative amount of income recognised in accordance with
the principles of SFRS(I) 15; and

(b) the amount of expected loss computed using the impairment methodology under SFRS(I) 9.

Borrowings

Borrowings are presented as current liabilities unless the Group has an unconditional right to defer settlement for
at least 12 months after the reporting date, in which case they are presented as non-current liabilities.

Borrowings are initially recorded at fair value, net of transaction costs and subsequently carried for at amortised
costs using the effective interest method.

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 method. Borrowings which are due to be settled
within twelve months after the reporting date are included in the current borrowings in the statement of financial
position even though the original term was for a period longer than twelve months and an agreement to refinance,
or to reschedule payments, on a long-term basis is completed after the reporting date and before the financial
statements are authorised for issue.

Leases
The Group assess whether a contract is or contains a lease, at inception of the contract. A contract contains a

lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. Reassessment is only required when the terms and conditions of the contract are changed.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)
(i) As lessee (SFRS(l) 16, applicable on or after 1 January 2019)

At the lease commencement date, the Group recognises a Right-of-Use (“ROU”) asset and a corresponding lease
liability with respect to all lease arrangements in which it is the lessee, except for short-term leases and low-value
leases as described below.

ROU asset

ROU assets are initially measured at cost, which comprise initial amount of lease liability, any lease payment made
at or before commencement date, plus initial direct costs incurred, less lease incentives received. Initial direct costs
are costs that would not have been incurred if the lease had not been obtained.

Whenever the Group incurs obligations for costs to dismantle and remove a leased asset, restore the site or the
underlying asset to the condition required by the terms and conditions of the lease contract, a provision is
recognised and measured under SFRS(I) 1-37; and included in the carrying amount of the ROU assets to the extent
that the costs relate to a ROU asset.

ROU assets are subsequently measured at cost less accumulated depreciation and impairment losses. ROU
assets are depreciated from commencement date to the earlier of end of lease terms and useful life of the ROU
assets. In addition, the ROU assets are also adjusted for certain remeasurement of lease liability.

ROU assets are presented as a separate line item on the statement of financial position.

Lease liability

Lease liability is initially measured at the present value of lease payments discounted using interest rate implicit in
the lease, or if that rate cannot be readily determined, the lessee’s incremental borrowing rate. Generally, the Group
uses the incremental borrowing rate as the discount rate, which is estimated by reference to interest rates from
various external financing sources for similar terms such as lease terms, type of assets leases and economic
environment.

The following lease payments are included in the measurement of lease liability:

- Fixed payment (including in-substance fixed payments), less any lease incentives receivables;

- Variable lease payment that are based on an index or rate, initially measured using the index or rate as at the
commencement date;

- Amount expected to be payable under residual value guarantees;

- The exercise price of a purchase option if is reasonably certain to exercise the option; and

- Payment of penalties for terminating the lease, if the lease term reflects the Group exercising that option.

Lease liability is measured at amortised cost using effective interest method. Remeasurement of lease liability (and
corresponding adjustment to ROU asset, or to profit or loss when the ROU asset has been reduced to zero) is
required when there is:

- achange in future lease payments arising from changes in an index or rate, in which case the initial discount
rate is used;

- achange in the Group’s assessment of whether it will exercise an extension or termination option, in which
case a revised discount rate is used; or

- madification in the scope or the consideration of the lease that was not part of the original term and not
accounted for as separate lease, in which case a revised discount rate at effective date of modification is used.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)

(i) As lessee (SFRS(l) 16, applicable on or after 1 January 2019) (Continued)

Lease liability (Continued)

The Group presents the lease liabilities are presented as a separate line item on the statement of financial position.

Exemption / exclusion

The following leases/ lease payments are not included in lease liabilities and ROU asset:

- The Group has elected not to recognise ROU asset and lease liabilities for short term leases (defined as leases
with a lease term of 12 months or less) and leases of low value assets. For such leases, the Group recognises
the lease payments in profit or loss as an operating expense on a straight-line basis over the lease term.

(ii) As lessee (SFRS(l) 1-17, applicable prior to 1 January 2019)

Finance leases, which transfers to the Group substantially all the risks and rewards incidental to ownership of the
leased item, are capitalised at the inception of the lease at the fair value of the leased item or, if lower, at the
present value of the minimum lease payments. Any initial direct costs are also added to the amount capitalised.
Lease payments are apportioned between the finance charges and reduction of the lease liability so as to achieve
a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly to profit
or loss. Contingent rents, if any, are charged as expenses in the periods in which they are incurred. Capitalised
lease assets are depreciated over the shorter of the estimated useful life of the asset or the lease term, if there is
no reasonable certainty that the Group will obtain ownership by the end of the lease term.

Leases where the lessor effectively retains substantially all the risks and rewards of ownership of the leased item
are classified as operating leases. Operating lease payments are recognised as an expense in the profit or loss on
a straight-line basis over the lease term. The aggregate benefit of incentives provided by the lessor is recognised
as a reduction of rental expense over the lease term on a straight-line basis.

Share capital and issuance expenses

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

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance obligation is satisfied, i.e. when ‘control’ of the goods
or services underlying the particular performance obligation is transferred to the customers, at an amount that
reflects the consideration to which the Group expects to be entitled in exchange for those goods or services. Unless
otherwise mentioned, the Group concludes that it is acting as a principal in the provision of goods or services in its
contracts with customers.

(a) Sale of goods
Revenue from sale of goods is recognised upon transfer of control to the customers usually at the point in time

when the goods have been delivered to customers. The Group normally invoices the customers upon delivery of
the goods with 30 to 120 days credit term.



DARCO WATER TECHNOLOGIES LIMITED
ANNUAL REPORT 2019

¢

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019
(Amounts in thousands of Singapore dollars (“$'000"))

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue from contracts with customers (Continued)
(b) Revenue from contract revenue - Engineered Environmental Systems

Revenue from contract revenue is recognised over time as it creates or enhances assets controlled by the
customers. The progress of completion is measured by reference of contract costs incurred in proportion to the
total estimated contract costs for each contract. Management considers that this input method is an appropriate
measure of the progress towards complete satisfaction of these performance obligations under SFRS(I) 15. Costs
that are not related to the contracts or do not contribute to the progress of satisfying the performance obligation are
excluded when calculating the progress, and are expensed as incurred.

Progress billing to customers are based on milestone/ payments schedule set out in the contracts. When the value
of revenue recognised exceeds payments received from the customers, the Group recognises the difference as a
contract asset. A contract liability is recognised in the reverse situation.

The incremental costs of obtaining the contract, mainly sales commission, is capitalised if the Group expects to
recover those costs. The tender costs are expensed out as incurred. The Group uses the practical expedient to
recognise incremental costs of obtaining a contract as an expense when incurred if the amortisation period of the
asset would have been one year or less. For costs to fulfil the contracts not within the scope of other SFRS(I), the
Group capitalise the costs as contract costs assets only if (a) the costs relate directly to a contract or to an
anticipated contract that the entity can specifically identify; (b) the costs generate or enhance resources of the entity
that will be used in satisfying (or in continuing to satisfy) performance obligations in the future; and (c) the costs
are expected to be recovered. Costs that does not fulfil the above criteria is expensed immediately as incurred.

Capitalised contract costs are amortised on a systematic basis that is consistent with the revenue recognised. An
impairment loss is recognised in profit or loss to the extent that the carrying amount of capitalised contract costs
exceeds the expected remaining consideration (net of direct costs to be incurred).

Allowance is made where necessary to account for onerous contracts. To determine the total costs, the Group
monitors and reviews constantly the progress of contracts taking into consideration all inputs from both internal
project team and external customers. The review includes evaluating any potential risks and factors which may
affect the timely completion of the contracts. The review also includes review of total budgeted costs whereby both
actual costs incurred and future costs to complete are critically examined.

(c) Revenue from rendering of services - Water Management Services

Revenue from rendering of servicing and maintenance support services are recognised over time on a straight-line
basis for contracts with fixed rate per month as these represent series of repetitive services. When the service
contracts provide fixed rate per service or visit, the revenue is recognised on invoiced value per month as it
represents an amount that corresponds directly with the value to the customer of the Group’s performance
completed to date, as allowed by practical expedient in SFRS(I) 15. Otherwise, revenue is recognised at point in
time when the customer obtains control of the assets or services.

Other income

Interest income is recognised on a time proportion basis, taking into account the principal amounts outstanding
and the effective interest rates applicable.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be
received and all terms and conditions relating to the grants have been complied with. Where the grant relates to
an asset, the fair value is recognised as deferred capital grant on the statement of financial position and is amortised
to profit or loss over the expected useful life of the relevant asset by equal annual instalments.

When the grant relates to an expense item, it is recognised in profit or loss over the period necessary to match
them on a systematic basis to the costs that it is intended to compensate.

Dividends

Interim dividends are recorded in the financial year in which they are declared payable. Final dividends are recorded
in the financial year in which the dividends are approved by the shareholders.

Employees’ benefits

(i) Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided. A liability is recognised for the amount expected to be paid if the Group has a present legal or
constructive obligation to pay this amount as a result of past service provided by the employee, and the obligation
can be estimated reliably.

(ii) Retirement benefits

The Group and the Company participate in the national schemes as defined by the laws of the countries in which
it has operations.

Singapore

The Company and certain subsidiaries make contribution to the Central Provident Fund (“CPF”) Scheme in
Singapore, a defined contribution pension scheme.

Foreign subsidiaries
The subsidiaries, incorporated and operating in Malaysia, the People’s Republic of China, Philippines and Taiwan,
are required to provide certain retirement plan contribution to their employees under the existing regulations.

Contribution are provided at the rates stipulated by the regulations in the countries where the subsidiaries operate.

Obligations for contributions to defined contribution retirement plans are recognised as an expense in the period in
which the related service is performed.

(iii) Employee leave entitlement

Employee entitlements to annual leave are recognised when they accrue to employees. A provision is made for
the estimated liability as a result of services rendered by employees up to the reporting date.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Borrowing costs

All borrowing costs are expensed in the period in which they occur. Borrowing costs consist of interest and other
costs that the Group and the Company incurred in connection with the borrowing of funds.

Income tax
Income tax expense represents the sum of the tax currently payable and deferred tax.

Current income taxes for current and prior periods are recognised at the amount expected to be paid to or recovered
from the tax authorities, using tax rates and tax laws that have been substantively enacted by the reporting date in
the countries where the Group operates and generates taxable income. Current income taxes are recognised in
profit or loss except to the extent that the tax relates to items recognised outside profit or loss, either in other
comprehensive income or directly in equity. Management periodically evaluates positions taken in the tax returns
with respect to situations in which applicable tax regulations are subject to interpretation and establishes provisions
where appropriate.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries,
except where the Group is able to control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be utilised.
Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent that it
has become probable that future taxable profit will allow deferred tax assets to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset realised, based on tax rates and tax laws that have been enacted or substantively enacted by the reporting
date. Deferred tax is charged or credited to profit or loss, except when it relates to items charged or credited directly
to other comprehensive income or equity, in which case the deferred tax is also dealt with in other comprehensive
income or equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities on a net basis.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Related parties
A related party is defined as follows:
(a) A person or a close member of that person’s family is related to the Group and the Company if that person:

(i) Has control or joint control over the Company;

(ii) Has significant influence over the Company; or

(iii) Is a member of the key management personnel of the Group or the Company or of a parent of the
Company.

(b) An entity is related to the Group and the Company if any of the following conditions applies:

(i) The entity and the Company are members of the same group (which means that each parent, subsidiary
and fellow subsidiary is related to the others);

(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member
of a group of which the other entity is a member);

(iii)  Both entities are joint ventures of the same third party;

(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(v)  The entity is a post-employment benefit plan for the benefit of employees of either the Company or an
entity related to the Company;

(vi)  The entity is controlled or jointly controlled by a person identified in (a);

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity); or

(viii) The entity, or any member of a group of which it is a part, provides key management personnel services
to the reporting entity or to the parent of the reporting entity.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, deposits with financial institutions, and short-term, highly liquid
investments readily convertible to known amounts of cash which have an insignificant risk of changes in value. For
the purpose of the consolidated statement of cash flows, cash and cash equivalents are presented net of bank
overdraft and pledged fixed deposits and bank balances.

Contingencies

A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the Group, or a present obligation that arises from past events but is not recognised because it is not probable that
an outflow of resources embodying economic benefits will be required to settle the obligation or the amount of the
obligation cannot be measured with sufficient reliability.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Group.

Contingent liabilities and assets are not recognised on the statement of financial position of the Group, except for
contingent liabilities assumed in a business combination that are present obligations and which the fair values can
be reliably determined.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Segment information

An operating segment is a component of the Group that engages in business activities from which it may earn
resources and incur expenses, including revenues and expenses that relate to transactions with any of the Group’s
other components.

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker, which in the case is the Chief Executive Officer of the Group, to make decision about resources to
be allocated and to assess performance of the operating segments.

Critical accounting estimates, assumptions and judgement

Estimates, assumptions and judgement 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.

(i) Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
discussed below.

(a) Contract revenue — measuring progress

The Group recognise revenue from contract revenue over time using input method. The progress is measured by
reference to the contract costs incurred to date to the estimated total costs for the contract. Significant assumptions
are required to estimate the total contract costs that will affect the measure of progress towards complete
satisfaction of the performance obligations; and to estimate the variable consideration that is not constrained. In
making these estimates, management relied on past experiences and the knowledge of the project engineers.

The carrying amounts of contract assets and contact liabilities arising from contract revenue as at 31 December
2019 are disclosed in Note 17(b).

If the estimated total contract costs of major contracts increase / decrease by 5% from management’s estimates,
the Group’s revenue will decrease / increase by $3,129,000 (2018: $2,400,000).

(b) Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs to sell and its value in use. The fair value less costs to sell calculation
is based on available data from binding sales transactions in an arm’s length transaction of similar assets or
observable market prices less incremental costs for disposing the asset. The value in use calculation is based on
a discounted cash flow model. The cash flows are derived from the budget for the next five years and do not include
restructuring activities that the Group is not yet committed to or significant future investments that will enhance the
asset’s performance of the cash generating unit being tested.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Critical accounting estimates, assumptions and judgement (Continued)
(i) Critical accounting estimates and assumptions (Continued)
(b) Impairment of non-financial assets (Continued)

The recoverable amount is most sensitive to the discount rate used for the discounted cash flow model as well as
the expected future cash inflows and the growth rate included in the budget.

The carrying amount of goodwill and further details of the key assumptions applied in the impairment assessment
of goodwill are disclosed in Note 5.

The carrying amount of property, plant and equipment, right-of-use assets and investment in subsidiaries are
disclosed in Note 3, Note 4 and Note 6 respectively.

(c) Impairment of financial assets

Impairment allowance for financial assets measured at amortised costs are applied using the ECL model, which
requires assumptions of risk of default and expected loss rates. The Group uses judgement in making these
assumptions and determining key inputs to the impairment calculation, taking into account the Group’s past history,
existing market conditions as well as forward-looking information relating to industry, market development and
macroeconomic factors. Expected loss rate is based on the Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, geographical location, general economic conditions and an assessment of
both the current as well as the forecast direction of conditions at the reporting date, including time value of money
where appropriate. The amount of ECL allowance, key assumptions and inputs used are disclosed in Note 28(iii).

(d) Income tax
Current tax

The Group has exposure to income taxes in numerous jurisdictions. Significant judgement is involved in
determining the group-wide provision for income taxes. In determining the income tax liabilities of a routine tax
assessment year, management estimated the amount of capital allowance and the deductibility of certain expenses
at each tax jurisdiction. Where the final tax outcome is different from the amounts that were initially recognised,
such differences will impact the income tax and deferred tax provisions in the period in which such determination
is made. The carrying amount of the Group’s income tax recoverable and payable as at 31 December 2019
amounted to $143,000 and $264,000 (2018: $365,000 and $450,000) respectively.

Deferred tax - recognised

Changes in income tax laws and rates may affect recorded deferred tax assets and liabilities in the future. As at
31 December 2019, a subsidiary in The People’s Republic of China which enjoys a concessionary tax rate of 15%
(2018: 15%), had recognised deferred tax assets and liabilities of approximately $371,000 and Nil (2018: $58,000
and $595,000) respectively on the basis that the concessionary tax rate will still be available at the timing of reversal
of the temporary differences.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Critical accounting estimates, assumptions and judgement (Continued)
(i) Critical accounting estimates and assumptions (Continued)
(d) Income tax (Continued)

Deferred tax — unrecognised

The Group and Company have not recognised deferred tax assets relating to tax losses of approximately
$18,027,000 and $5,426,000 (2018: $10,379,000 and $4,074,000) respectively that are available to be carried
forward. As disclosed in Note 7, these losses relate to the Company and certain subsidiaries that have a history of
losses and may not be used to offset taxable income elsewhere in the Group. The Group and the Company have
deductible temporary differences of approximately $681,000 and $15,000 (2018: $768,000 and Nil) respectively
which are not recognised as deferred tax assets. The Company and the respective subsidiaries have neither
temporary taxable differences nor any tax planning opportunities available that could support the recognition of any
of these losses and deductible temporary differences as deferred tax assets. If the Group was able to recognise all
unrecognised deferred tax assets, the resulting deferred tax income of approximately $3,322,000
(2018: $2,020,000) would reduce the Group's loss for the financial year.

(i) Critical judgement in applying the entity’s accounting policies
Revenue recognition on contract revenue

The Group has assessed its contracts in EE system as a single performance obligation due to the inter-dependence
of services provided in these contracts.

Significant judgement is required in determining whether the performance obligations are distinct. Such
considerations include the Group’s assessment of whether the customer can benefit from the good or service either
on its own or together with other resources that are readily available to the customers and the Group’s promise to
transfer the good or service to the customer is separately identifiable from other promises in the contracts.

For contracts with variable considerations (such as liquidated damages and discounts), the Group has applied
judgement in determining the transaction price for the recognition of revenue. Such judgement includes
assessment of the evaluation of any potential risks and factors which may affect the timely completion of the project
as well as the quality of the output delivered to the customer.
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3. PROPERTY, PLANT AND EQUIPMENT (Continued)

Assets held under finance leases under SFRS(I) 1-17 as at 31 December 2018

During the previous financial year, the Group had acquired motor vehicles with an aggregate amount of $97,000
by means of finance lease.

The carrying amount of motor vehicles held under finance leases at 31 December 2018 was $158,000. Leased
assets were pledged as security for the related finance lease liabilities (Note 12).

Assets pledged as security

The Group’s freehold lands, freehold buildings and leasehold lands and buildings with an aggregate carrying
amount of $4,619,000 (2018: $3,523,000) are mortgaged to the banks in Malaysia and The People’s Republic of
China to secure the Group’s bank loans and facilities (Note 12).

The properties held by the Group as at 31 December 2019 and 31 December 2018 are as follows:

Gross Gross
land area built-in area Remaining Use of

Location Description (sqm) (sqm) tenure property
Malaysia
Lot 10645, Jalan Permata 1/6, Freehold land 4,572 1,512  Freehold Office, factory
Arab Malaysian Industrial Park, and building and
71800 Nilai, Negeri Sembilan Darul warehouse
Khusus, Malaysia
Lot 16140, No.117, Jalan Nilai 3/12, Freehold land 669 223  Freehold Factory
Kawasan Perindustrian Nilai 3, and building
71800 Nilai, Negeri Sembilan,
Malaysia
Lot No. 6546, Mukim 1, Leasehold 1,009 984  Ending on Office, factory
Daerah Seberang Perai Tengah, land and 30 September  and
Pulau Pinang, Malaysia building 2045 warehouse
Lot No. 6547, Mukim 1, Leasehold 1,009 984 Ending on Office, factory
Daerah Seberang Perai Tengah, land and 30 September  and
Pulau Pinang, Malaysia building 2045 warehouse
Lot 16681 in Mukim Setul, District Freehold land 5,233 - Freehold Office, factory
Seremban, 71800 Nilai, Negeri and
Sembilan, Malaysia warehouse
China
Building 20, Guanggu Witpark, Leasehold 63,415 1,494 Ending on 4-storey office
Financial Harbour 1st Road, land and 11 March 2061 and
Guanggu Road, East Lake New- building warehouse

Tech Development Zone, Wuhan,
Hubei, PRC



4. RIGHT-OF-USE ASSETS

Group

Cost

As at 1 January 2019

Recognition of ROU assets on
adoption of SFRS(I) 16

Transfer from property, plant and
equipment (Note 3)

Additions

Currency translation differences

As at 31 December 2019

Accumulated depreciation and
impairment loss

As at 1 January 2019

Transfer from property, plant and
equipment (Note 3)

Charge for the year

Currency translation differences

As at 31 December 2019

Net carrying amount
As at 31 December 2019

* Amount less than $1,000.
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Leasehold Motor Leasehold Plant and
lands vehicles properties equipment Total
$'000 $°000 $000 $000 $°000
- 34 531 18 583
182 115 - - 297
- 80 129 - 209
Q) Q) * - 2)
181 228 660 18 1,087
44 8 - - 52
4 36 276 4 320
48 44 276 4 372
133 184 384 14 715

The Group leases several assets such as leasehold lands, office premises / warehouse / hostel, plant and
equipment and motor vehicles. The average remaining lease term as 1 January 2019 is 1 to 5 years except for a
lease of land for 25 years which has been fully paid up front. There are no restrictions or covenants imposed by
the lease contracts. The corresponding lease liabilities is disclosed in in Note 13.
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5. INTANGIBLE ASSETS
Trade name Patented Computer
Goodwill on and technologies  software and
Group consolidation trademarks and license others Total
$°000 $000 $000 $°000 $000

Cost
Balance at 1.1.2018 924 4,468 5,171 142 10,705
Currency translation

differences - (156) (176) (5) (337)
Balance at 31.12.2018 924 4,312 4,995 137 10,368
Balance at 1.1.2019 924 4,312 4,995 137 10,368
Acquisition of a subsidiary 2,535 - - - 2,535
Currency translation

differences - (112) (130) (4) (246)
Balance at 31.12.2019 3,459 4,200 4,865 133 12,657
Accumulated amortisation

and impairment losses
Balance at 1.1.2018 (19) (1,117) (1,897) (75) (3,108)
Amortisation for the financial

year (Note 21) - (634) (1,075) (43) (1,752)
Currency translation

differences - 57 96 5 158
Balance at 31.12.2018 (19) (1,694) (2,876) (113) (4,702)
Balance at 1.1.2019 (19) (1,694) (2,876) (113) (4,702)
Amortisation for the financial

year (Note 21) - (614) (1,041) (14) (1,669)
Impairment loss for the

financial year (Note 21) - (1,995) (925) - (2,920)
Currency translation

differences - 103 119 5 227
Balance at 31.12.2019 (19) (4,200) (4,723) (122) (9,064)
Net carrying amount
As at 31.12.2019 3,440 - 142 11 3,593

As at 31.12.2018 905 2,618 2,119 24 5,666
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5. INTANGIBLE ASSETS (Continued)

Impairment loss

During the financial year, the Group carried out a review of the recoverable amount of its intangible assets in
Engineered Environmental (“EE”) Systems segment because Wuhan Kaidi Water Services Co., Ltd (“WHKD”), a
major subsidiary of the Group has recorded a net loss. The Group’s financial performance and financial position
are mainly contributed by WHKD. Management considered WHKD as a cash-generating unit (“CGU”) that
generates cash flows from Engineered Environmental (‘EE”) Systems segment that are largely independent from
other subsidiaries in the segment.

An impairment loss of $2,920,000, representing the write-down to the recoverable amount was recognised in
“administrative expenses” in profit or loss for the current financial year. The recoverable amount of the CGU is
determined based on its value in use with a pre-tax discount rate of 11.06%.

Amortisation

Amortisation expenses included in the profit or loss are analysed as follows:

Group
2019 2018
$'000 $'000
Administrative expenses 1,669 1,752

The carrying amount and the remaining amortisation period of the intangible assets are mainly as follows:

Group
Carrying amount Remaining amortisation period
2019 2018 2019 2018
$°000 $'000 Months Months
Trade name and trademarks - 2,618 - 51
Patented technologies - 1,531 - 27
Licence to use technology 142 588 9 21

Impairment testing of goodwill

Goodwill acquired through business combinations are allocated to the Group’s cash-generating units (“CGUs”) that
are expected to benefit from that business combinations. The carrying amount of goodwill before impairment is as
follows:
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5. INTANGIBLE ASSETS (Continued)

Impairment testing of goodwill (Continued)

2019 2018
$°000 $°000
Indonesia @ 2,535 -
Singapore (i) 905 905
Malaysia (i) 4 4
PRC i) 15 15
3,459 924

() This pertains to PT Panghegar Energy Indonesia (“PEI") (Note 6(b)).
(@ This pertains to PV Vacuum Engineering Pte. Ltd. (‘PV Vacuum”).
(i) Fully impaired in the previous financial years.

PT Panghegar Energy Indonesia and its subsidiary (“PEI Group”)

The recoverable amount of the CGU is determined based on value-in-use calculations.

In determining value-in-use, the Group prepares 25-year cash flows projections which are based on the following
key assumptions:

Group

2019
Conversion rate () 35%
Gross margin @) 53%
Discount rate ) 8%

() Conversion rate from solid waste into a specific type of fuel
@) Budgeted gross margin
®)  Pre-tax discount rate applied to the pre-tax cash flow projections

Cash flows projection are based on the 25-years financial budgets approved by the management because revenue
is calculated based on terms of the 25-years concession agreement with the regional government and terms of the
fuel off-take agreement with a third party, which includes guaranteed quantities and prices over the contractual
period.

Gross margin is budgeted based on the projected gross margin for the operations.

Sensitivity to changes in assumptions

The management believes that there is no reasonably possible change in the above key assumptions applied that
is likely to materially cause the respective cash-generating unit carrying amount to exceed its recoverable amount.
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5. INTANGIBLE ASSETS (Continued)

Impairment testing of goodwill (Continued)

PV Vacuum Engineering Pte. Ltd. (“PV”) — “EE” segment

The recoverable amount of the CGU is determined based on value-in-use calculations.

In determining value-in-use, the Group prepares 10-year cash flows projections based on the most recent financial
budgets approved by the management covering a five-year period, which are based on the following key
assumptions:

Group
2019 2018
% %
Growth rate ()
- Municipal - -
- Industrial Oto5 Oto5
Gross margin @
- Municipal 29 33
- Industrial 48 49
Discount rate @) 6 6

() Growth rate in revenue
@) Budgeted gross margin
@) Pre-tax discount rate applied to the pre-tax cash flow projections

Municipal projects

Revenue from municipal projects is budgeted based on secured and estimated tendered contract value of project
as at reporting date, which will be completed over the next 1 - 3 years (2018: 1 - 3 years). Gross margin is budgeted
based on the historical track records for the past 4 years (2018: 3 years) for those projects.

Industrial

Management expects that PV Vacuum will be able to achieve annual organic growth rate of 5% (2018: 5%) for the
next 5 years for vacuum system projects from industrial customers, which is consistent with the industry growth
rate forecast. In extrapolating the cash flows beyond the budget periods, the Management assumed zero growth

rate. Gross margin is budgeted based on the historical track records for the past 4 years (2018: 3 years).

The discount rates used are pre-tax rates that reflect current market assessments of the time value of money and
the risks specific to the CGUs.

Sensitivity to changes in assumptions

The outcome of the tender of municipal projects are still pending as at the date of the report. However, management
is confident that PV Vacuum will be able to continue to secure municipal projects having established track records
with its existing projects and expects PV Vacuum to at least achieve revenue from municipal projects at the
recorded level for the past 4 years (2018: 3 years). With such budget and expectation, management believes that
no reasonably possible changes in any of the above key assumptions individually or in combination would cause
the carrying amount of the CGU to materially exceed its recoverable amount.
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6. INVESTMENT IN SUBSIDIARIES
Company
2019 2018
$°000 $°000
Unquoted equity shares, at cost
At beginning of the financial year 17,324 14,889
Add:
- Acquisition of shares from non-controlling interests (Note (c)) - 1,760
- Acquisition of subsidiaries (Note (b)) 2,053 -
- Additional equity interest in subsidiary (Note (e)) 2,000 -
- Capital contribution by capitalising loan (Note (d) and Note (f)) 1,041 675
At end of the financial year 22,418 17,324
Less: Impairment losses
At beginning and end of the financial year (2,679) (2,679)
Net carrying amount 19,739 14,645
(a) Details of the subsidiaries are as follows:
Country of
incorporation
and place of Proportion (%) of
Name Principal activities business ownership interests
2019 2018

Held by the Company % %
Darco Engineering Pte. Ltd. Investment holding, design and  Singapore 100 100

fabrication of water treatment

systems and providing

consultancy services in

relation to such business
Darco Water Systems Sdn. Bhd. (“DWS”) Investment holding, design and Malaysia 100 100

@ fabrication of water treatment

systems and providing

consultancy services in

relation to such business and

trading in related industrial

products
PV Vacuum Engineering Pte. Ltd. (") Design and supply of Singapore 100 100

environmental related

equipment, centralised

vacuum systems, refuse

conveying system and any

other engineering systems

making use of vacuum

technologies
Darco Infraco Vietnam Water Pte. Ltd. " Investment holding Singapore 51 100

(Note (f))
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6. INVESTMENT IN SUBSIDIARIES (Continued)
(a) Details of the subsidiaries are as follows (Continued):

Country of
incorporation

and place of
Name Principal activities business

Proportion (%) of
ownership interests

Held by the Company (Continued)

Wuhan Kaidi Water Services Co., Ltd. @ Provision of comprehensive The People’s
and integrated engineering Republic of
solutions for water China (“PRC”)
purification, water supply and
wastewater treatment

Darco Environment Vietnam Co. Ltd. ®  Investment holding, design and Vietnam
fabrication of water treatment
systems and providing
consultancy services in
relation to such business

PT Panghegar Energy Indonesia ©) ® Investment holding Indonesia

Held by subsidiaries

Darco Environmental (Philippines) Inc. @ Design, installation and Philippines
commissioning of treatment
systems for water
purification, treatment of
waste water and other waste
discharge for industrial use,
providing services and
supplying chemicals and
components used in
manufacturing and
maintenance water treatment
systems

Shanghai Darco Engineering Co., Ltd. ® Design and fabrication of water PRC
treatment systems and
provision of consultancy
services in relation to such
business

Darco Industrial Water Sdn. Bhd. @ Designing, installing, setting up Malaysia
and maintaining of industrial
waste treatment plant ultra-
pure system, testing of waste
water and processed water,
rendering of other related
waste treatment plant
services and trading in
industrial water treatment
equipment, spare parts and
chemicals

2019 2018
% %

72 72
(Note (c))

100 100

75 -

(Note (b))

65 65

100 100

100 100
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6. INVESTMENT IN SUBSIDIARIES (Continued)
(a) Details of the subsidiaries are as follows (Continued):

Country of
incorporation
and place of Proportion (%) of
Name Principal activities business ownership interests

2019 2018
% %
Held by subsidiaries (Continued)
WWMG Environmental Sdn. Bhd. @ Investment holding Malaysia 100 100

Ness Plus Trading Sdn. Bhd. @ Designing, fabricating and Malaysia 100 100
constructing pure and waste
water treatment plants and
trading in related industrial
products

Grober Industrial Services Sdn. Bhd. @ Supplying of all kinds of Malaysia 100 100
industrial equipment and
industrial services

Darco Remediation Technologies Inc. @ Design and fabrication of water Taiwan 100 100
treatment systems and
providing consultancy
services in relation to such
business; solid waste
disposal treatment and
incineration; noise and
vibration prevention
engineering; soil pollution
control engineering;
environmental monitoring
system

Puzer Asia Pte. Ltd. (" Trading in vacuum cleaning Singapore 56 56
systems and provision of
related services

Darco Viet Water Company Limited ) Design and fabrication of water Vietnam 100 100
treatment systems and
providing consultancy
services in relation to such
business

Darco Ba Lai Water Supply Limited ©) Design and fabrication of water Vietnam 90 90
treatment systems and
providing consultancy
services in relation to such
business
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6. INVESTMENT IN SUBSIDIARIES (Continued)
(a) Details of the subsidiaries are as follows (Continued):
Country of
incorporation
and place of Proportion (%) of
Name Principal activities business ownership interests
2019 2018
% %

Held by subsidiaries (Continued)
Darco Nghe An Company Limited ® Design and fabrication of water Vietnam 90 90
treatment systems and
providing consultancy
services in relation to such
business

Darco Ha Tinh Company Limited ) Design and fabrication of water Vietnam 90 -
treatment systems and
providing consultancy
services in relation to such
business

PT Jabar Bersih Lestari ©) ©) Provision of Regional Final Indonesia 80 -
Waste Management and
Treatment Infrastructure

Audited by Crowe Horwath First Trust LLP, Singapore.

Audited by member firms of Crowe Global in the respective countries.
Audited by Fernandez, Santos & Lopez, Philippines.

Audited by a CPA firm in the PRC.

Audited by BDO, Vietnam.

Audited by Kantor Akuntan Publik, Indonesia.

Newly incorporated during the financial year.

Newly acquired during the financial year.

(b) Acquisition in financial year 2019

On 1 November 2019, the Company announced that on the same date, the Company had entered into a conditional
sale and purchase agreement (“SPA”) with Emsus Co., Ltd. (“Emsus”) to acquire 75% of the total equity interest in
the registered capital of PT Panghegar Energy Indonesia (“PEI”) for cash consideration of USD1,500,000
approximately $2,053,000.

Emsus was the owner of 6,800 shares (representing in aggregate 85% of the total number of issued and paid up
share capital) in PEI, while PEl is the owner of 40,000 shares (representing in aggregate approximately 80% of the
total number of issued and paid up share capital) in PT Jabar Bersih Lestari (“JBL”).

PEl is purely an investment holding company, which owns the Project Company — JBL.

JBL is an Indonesia-incorporated company that specialises in the operation of waste management facilities. JBL
has entered into a cooperation agreement (the “Cooperation Agreement”) with the West Java Province Regional
Government of Indonesia to provide waste management services in Bogor City, Bogor Regency and Depok City in
Indonesia (the “Project”).
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6. INVESTMENT IN SUBSIDIARIES (Continued)
(b) Acquisition in financial year 2019 (Continued)

As of 12 December 2019, the 75% equity shares in PEI has been transferred to the Company and the Company
has majority board representative. Management has determined that control has been obtained as of this date (the
“Acquisition date”). Upon the Acquisition date, PEI and its 80% owned subsidiary, JBL (collectively known as “PEl
Group”) became subsidiaries of the Group.

The Group has elected to measure the non-controlling interest at the non-controlling interest’s proportionate share
of PEI Group’s identifiable net assets. The provisional fair value of the identifiable assets and liabilities of PEI Group
as at the acquisition date were:

$'000

Cash and cash equivalents 109
Property, plant and equipment 1,134
Deferred tax assets 282
Trade and other receivables 262
Trade and other payables (2,353)
Total identifiable net liabilities at carrying amount (566)
Purchase consideration 2,053
Non-controlling interest measured at the non-controlling interest’s proportionate share of PEI

Group’s net identifiable liabilities (84)
Less: Total identifiable net liabilities at carrying amount 566
Goodwill arising from acquisition 2,535

* The acquisition occurred close to the end of the financial year, the fair value of assets acquired and liabilities
recognised presented and the resultant goodwill is provisionally determined based on the management’s best
estimate of the likely values and may be subject to changes upon the completion and finalisation of the purchase
price allocation exercise within the subsequent measurement period for a maximum of one year as allowed by
SFRS(I) 3 Business Combinations.

Effect of the acquisition of PEI Group

$'000
Total consideration paid in cash as at 31 December 2019 1,783
Less: Cash and cash equivalents of subsidiaries acquired (109)
Net cash outflows on acquisition of subsidiaries 1,674

0 The final payment of US$200,000 (equivalent to $270,000, included in other payables) is payable after
fulfilment of all ‘conditions subsequent’ as stated in the conditional sale and purchase agreement, including
satisfactory completion of the Company’s business, environmental, financial, tax and legal due diligence (in
the Company’s sole discretion) on PEI and JBL, as announcement by the Company. The Company has the
option to reverse and unwind the sale and purchase of the shares in PEI if the ‘conditions subsequent’ are not
satisfied by their stipulated deadlines.
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6. INVESTMENT IN SUBSIDIARIES (Continued)
(b) Acquisition in financial year 2019 (Continued)

Effect of the acquisition of PEI Group (Continued)

PEI did not contribute any revenue or profit to the consolidated profit or loss for the current year since acquisition
in December 2019 as the Project is still under development and has yet to commence commercial operation. For
the same reason, there would not have been any material changes to the consolidated profit or loss had the
acquisition been completed at the beginning of financial year.

(c) Financial year 2018

On 16 June 2017, the Company announced that on the same date, the Company had entered into a conditional
sale and purchase agreement (“SPA”) with Hong Kong Meidi Investments Holdings Co., Ltd (“HKMI”) to acquire
12%o0f the total equity interest in the registered capital of WHKD (“Proposed Acquisition”).

Pursuant to the terms and conditions of the SPA, the Proposed Acquisition was to be satisfied solely via the
allotment and issuance of 3,824,891 shares in the capital of the Company at an original issue price of $0.50 per
share (“Consideration Shares”) to HKMI.

On 1 February 2018 and 21 March 2018, the Company announced that they had obtained the in-principle approval
for the listing and quotation of the Consideration Shares on the mainboard of SGX-ST and the Proposed Acquisition
had been approved by the Shareholders at the extraordinary general meeting respectively.

Accordingly, on 21 March 2018, the Company has completed the acquisition of the additional 12% equity interest
in the registered capital of WHKD from HKMI for an approximately of $1,760,000 via the allotment and issuance of
3,824,891 new ordinary shares in the share capital of the Company at a fair value issue price of $0.46 per share
to HKMIL.

Immediately prior to the purchase, the carrying amount of the existing 40% non-controlling interest in WHKD was
approximately $7,878,000. The Group recognised a decrease in non-controlling interest of $2,363,000 and an
increase in equity attributable to owners of the parent of $603,000. The effect on the equity attributable to the
owners of the Company during the financial year is summarised below:

Group

2018

$000
Carrying amount of non-controlling interest acquired 2,363
Share consideration paid to non-controlling interest (1,760)
Difference directly recognised in equity (Note 16(a)) (603)
(d) In the previous financial year ended 31 December 2018, the Company capitalised outstanding loan

amount of approximately $675,000 due from Darco Environment Vietnam Co., Ltd. The effective equity
interest in the subsidiary remains the same.

(e) During the financial year, the Company has further subscribed for an additional 2,000,000 new ordinary
shares in its wholly owned subsidiary, PV Vacuum Engineering Pte. Ltd. for an amount of $2,000,000.
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6. INVESTMENT IN SUBSIDIARIES (Continued)

) During the financial year, Darco Infraco Vietnam Water Pte. Ltd. (“DIVW”) issued and allotted 2,040,815
new ordinary shares at the subscription price of $1.00 for each new ordinary share. The Company
capitalised outstanding loan amount of approximately $1,041,000 due from DIVW and disposed of 49%
of the equity interest in DIVW for a cash consideration of $1,000,000 without a change in the controls over
DIVW.

Group
2019
$'000

Carrying amount of non-controlling interest created 763

Cash consideration paid by non-controlling interest (1,000)

Difference directly recognised in equity (Note 16(a)) (237)

(9)

Interest in subsidiaries with non-controlling interest (“NCI”)

(i) The Group has the following subsidiaries that have NCI to the Group.

Proportion (%) of
ownership interests and

Name of subsidiary voting rights held by NCI
2019 2018
% %

With material NCI
Wuhan Kaidi Water Services Co., Ltd (“WHKD”) 28 28

With immaterial NCI

Darco Environmental (Philippines) Inc. 35 35
Puzer Asia Pte. Ltd. 44 44
Darco Infraco Vietnam Water Pte. Ltd. 49 -
Darco Ba Lai Water Supply Limited 10 10
Darco Nghe An Company Limited 10 10
Darco Ha Tinh Company Limited 10 -
PT Panghegar Energy Indonesia 25 -
PT Jabar Bersih Lestari 20 -

(ii) The carrying value of NCI to the Group is as follow:

2019 2018

$000 $000
WHKD 2,742 5,336
Other subsidiaries with immaterial NCI 519 (31)

Total 3,261 5,305




(9)
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INVESTMENT IN SUBSIDIARIES (Continued)
Interest in subsidiaries with non-controlling interest (“NCI”) (Continued)

(i)  The following summarises the financial information of WHKD, based on its respective financial
statements prepared in accordance with SFRS(l), modified for fair value adjustment on acquisition.

2019 2018
$°000 $°000

Revenue 29,997 43,998
Profit / (Loss) (9,018) (951)
Other comprehensive loss (70) (152)
Total comprehensive loss (9,088) (1,103)
Attributable to NCI:
- Loss (2,525) (367)
- Other comprehensive loss (20) (42)
Total comprehensive loss (2,545) (409)
Non-current assets 2,833 9,120
Current assets 53,680 57,930
Non-current liabilities (259) (1,077)
Current liabilities (46,600) (46,917)
Net assets 9,654 19,056
IAccumulated NCI of the subsidiaries at end of financial

year 2,742 5,336
Cash flows from / (used in) operating activities 2,586 (1,819)
Cash flows used in investing activities (3) (5)
Cash flows (used in) / from financing activities (944) 3,552

(iv)  Significant restrictions

The nature and extent of significant restriction of the Group’s ability to use or access assets and settle
liabilities of subsidiaries with material NCI are:

Cash and bank balances of WHKD amounting to approximately $7,671,000 (2018: $6,976,000) as at 31
December 2019 held in PRC are subject to local exchange control regulations. These regulations place
restriction on the amount of currency being exported other than through dividends, of which bank balances
of WHKD of approximately $2,747,000 (2018: $3,564,000) are pledged to banks for the purpose as
disclosed in Note 10 to the financial statements.
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7. DEFERRED TAX ASSETS / (LIABILITIES)
Group

2019 2018

$°000 $°000
At beginning of the financial year (467) (793)
Addition arising from acquisition of a subsidiary 282 -
Recognised in the profit or loss (Note 22) 827 328
Currency translation differences (17) (2)
At end of the financial year 625 (467)
Presented after appropriate offsetting as follows:
Deferred tax assets 653 114
Deferred tax liabilities (28) (581)

625 (467)

The components and movement of deferred tax assets and liabilities during the financial year prior to offsetting are

as follows:
Allowance of

Deferred tax assets of the Group doubtful debts Others * Total

$°000 $°000 $°000
2019
At beginning of the financial year 117 55 172
Addition arising from acquisition of a subsidiary - 282 282
Recognised in the profit or loss 260 (51) 209
Currency translation differences (10) * (10)
At end of the financial year 367 286 653
2018
At beginning of the financial year 112 20 132
Recognised in the profit or loss 6 36 42
Currency translation differences (1) (1) (2)
At end of the financial year 117 55 172

*  Others mainly comprised of unutilised tax losses and provision.
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7. DEFERRED TAX ASSETS / (LIABILITIES) (Continued)
Fair value

adjustments on
acquisition of a Tax over book

Deferred tax liabilities of the Group subsidiary depreciation Total
$°000 $000 $°000

2019

At beginning of the financial year 590 49 639

Recognised in the profit or loss (590) (28) (618)

Currency translation differences - 7 7

At end of the financial year - 28 28

2018

At beginning of the financial year 878 47 925

Recognised in the profit or loss (287) 1 (286)

Currency translation differences (1) 1 -

At end of the financial year 590 49 639

Deferred tax assets have not been recognised in respect of the following:

Group 2019 2018 Jurisdiction Expiring year
$°000 $'000
Unabsorbed tax losses 14,761 6,944 Singapore / Indefinite
Philippines /

Malaysia / Taiwan
* Unabsorbed tax losses arising
from financial year of:

-2014 - 428 PRC 2019
- 2015 600 600 PRC 2020
-2016 779 779 PRC 2021
-2017 515 515 PRC 2022
-2018 1,113 1,113 PRC / Vietnam 2023
-2019 259 - PRC / Vietnam 2024
3,266 3,435
18,027 10,379
Unabsorbed capital allowances 60 2 Malaysia Indefinite
Provisions 850 917 Singapore / Indefinite
Malaysia
Tax over book depreciation (233) (161) Singapore /
Malaysia
Others 4 10 Malaysia Indefinite
18,708 11,147

*  The tax losses expired by the end of 5 years from the losses recorded in the respective financial years.
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7. DEFERRED TAX ASSETS / (LIABILITIES) (Continued)

Company 2019 2018 Jurisdiction Expiring year
$°000 $000

Unabsorbed tax losses 5,426 4,074 Singapore Indefinite

The unabsorbed tax losses, capital allowances and other deductible temporary differences that can be carried
forward and used to offset against future taxable income are subject to the agreement of the tax authorities and
compliance with certain provisions of the tax legislation of the respective countries. Deferred tax assets have not
been recognised in respect of these items due to the uncertainty of its recoverability in foreseeable future.

8. INVENTORIES
Group
2019 2018
$'000 $°000
Raw materials 4,810 1,771
Trading goods 1,376 1,226
6,186 2,997
9. TRADE AND OTHER RECEIVABLES
Group Company
2019 2018 2019 2018
$°000 $'000 $°000 $'000

Non-current
Other receivables:

- A third party 0 - 613 - -
Current
Trade receivables:
- Third parties 34,125 20,375 - -
Less: Allowance for impairment losses

(Note 28(iii)) (1,896) (1,184) - -

Trade receivables, net (Note 17(b)) 32,229 19,191 - -
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9. TRADE AND OTHER RECEIVABLES (Continued)
Group Company
2019 2018 2019 2018
$000 $000 $°000 $°000
Current (Continued)
Contract assets 18,565 37,095 - -
Less: Allowance for impairment losses
(Note 28(iii)) (2,244) (417) - -
Contract assets, net (Note 17(b)) 16,321 36,678 - -
Other receivables:
- Third parties 2,181 1,424 1 -
- Subsidiaries (non-trade) - - 24,866 23,029
2,181 1,424 24,867 23,029

Less: Allowance for impairment losses
(Note 284(iii))

- Third parties (1,677) (1,107) - -
- Subsidiaries (non-trade) - - (10,756) (9,327)
Other receivables, net 504 317 14,111 13,702
Refundable deposits (@ 4,227 4,458 1,349 1,347
Less: Allowance for impairment losses
(Note 284(iii)) (97) - - -
Refundable deposits, net 4,130 4,458 1,349 1,347
Staff loans 820 441 - -
Prepayments 380 88 19 2
Advances to suppliers 7,859 4,797 - -
GST / VAT receivables 264 3,001 8 9
62,507 68,971 15,487 15,060

() Included in gross carrying amount of amount owing from a third party is a loan to a former subsidiary of the
Group amounting to $617,000 (2018: $613,000) included in current assets (2018: non-current assets), with the
following terms:

e Bears fixed interest at then Taiwan’s base lending rate 2.616% per annum, payable at maturity.
e 3-years terms with a maturity date on 19 December 2020.
e guaranteed by an individual who is the director of the former subsidiary.

Full ECL allowance has been recognised during the year as that former subsidiary entered into bankruptcy
proceedings and the Group does not expect to recover any balance from the proceedings or guarantor.
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9.

TRADE AND OTHER RECEIVABLES (Continued)

(@ Included in the refundable deposits comprise mainly of the following:

Group and Company

an amount of US$1,000,000, equivalent to approximately $1,349,000 (2018: US$1,000,000, equivalent to
approximately $1,347,000) being paid as part-payment under a framework agreement entered into by the
Group with a counterparty (“Vendor”) with the intention to acquire 90% equity interest in a company in
Vietnam (“intended acquisition”) for a total purchase consideration of US$2,970,000 (equivalent to
approximately $4,007,000) (2018: US$2,970,000, equivalent to approximately $4,051,000). This would
allow the Group to carry out due diligence and valuation work before entering into a definitive Sale and
Purchase Agreement with the vendor. Based on the due diligence and valuation work results, the Group
has determined that the project is not viable due to a number of technical issues and unable to proceed with
the intended acquisition. On 27 April 2020, the Group has come into an agreement with the vendor to repay
the deposits over 66 monthly instalments commencing from June 2020.

Group

an amount of RMB6,000,000, equivalent to approximately $1,159,000 (2018: RMB6,000,000, equivalent to
approximately $1,191,000) being paid to a Director of the Company, Wang Zhi under a non-binding Letter
of Intent dated 5 November 2018 in respect of a proposed investment in a Build-Operate-Transfer (“BOT”")
project in Hebei, China for a total consideration of RMB60,000,000, equivalent to approximately
$11,588,000 (2018 RMB60,000,000 equivalent to approximately $11,909,000), as announced by the
Company on the same date. The transaction is subject to the findings of the due diligence by the Group
before entering into a legal binding agreement, which is on-going at the date of this report. The proposed
investment is part of the Director’s obligation to transfer the Group a BOT water treatment asset within 24
months upon the Company’s share placement to him on 27 March 2018, which is further extended for 24
months from the initial deadline of 23 March 2020 to 23 March 2022, the details of which are in the
Company’s announcement dated 9 September 2019.

in the previous financial year, an amount of approximately MYR879,000 equivalent to approximately
$290,000 was paid as a deposit and part payment with a third party vendor for the purchase of an industrial
land in Negeri Sembilan, Malaysia for approximately MYR3,943,000, equivalent to approximately
$1,301,000, in accordance with a SPA entered into during the previous financial year. The remaining sum
of MYR3,064,000, equivalent to approximately $1,011,000 are payable upon completion of the purchase,
within from 4 months from 23 August 2018 (Note 25(iii)), which is financed by internal working capital. During
the financial year, the acquisition of the industrial land has been completed, financed by term loan (Note 12)
and the Group has obtained the land title which is pledged to the bank.

Trade receivables
Trade receivables are non-interest bearing with credit term of 30 to 90 days (2018: 30 to 90 days).

Group
2019 2018
$°000 $°000
Retention sum receivables arising from contract revenue
- to be recoverable within 1 year - 1

Subsidiaries (non-trade)

These are unsecured, interest-free and repayable on demand.

Staff loans
These are unsecured, interest-free and repayable on demand.
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10. CASH AND BANK BALANCES

Group Company
2019 2018 2019 2018
$000 $°000 $000 $°000
Cash at bank and on hand 21,523 23,341 2,944 9,554
Fixed deposits ) 5,897 4,584 3,397 4,023
Cash and bank balances as per statements
of financial position 27,420 27,925 6,341 13,577
Less: Fixed deposits pledged (2,236) (50)
Less: Bank balances pledged (2,747) (3,564)
(4,983) (3,614)
Less: Fixed deposits with tenure more than
3 months (114) -
Less: Bank overdraft (Note 12) (2,144) (1,638)
Cash and cash equivalents as per
consolidated statement of cash flows 20,179 22,673

() Fixed deposits of the Group and the Company bear interest rates ranging from 0.05% to 5.02% and 0.60% to
1.45% (2018: 0.05% to 3.10% and 0.60% to 1.45%) per annum respectively and have a maturity period ranging
from 1 to 7 months and 1 month (2018: 1 month and 1 month) respectively from the reporting date.

The movement in pledged fixed deposits and bank balances:

Group

2019 2018

$°000 $000
At beginning of the financial year 3,614 1,605
Placement of pledged bank balances 5,584 3,009
Withdrawn of pledged fixed deposits and bank balances (4,137) (894)
Currency translation differences (78) (106)
At end of the financial year 4,983 3,614

These amounts are pledged in connection with the credit facilities by way of performance, banker and tender
guarantees granted by the banks.

As at 31 December 2019, the Group has bank balances placed with banks in PRC denominated in Chinese
Renminbi (“‘RMB”) amounting to $7,671,000 or RMB39,730,000 (2018: $6,976,000 or RMB35,581,000). The RMB
is not freely convertible into foreign currencies. Under PRC’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for foreign currencies through banks that are authorised to conduct foreign exchange business.
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1. TRADE AND OTHER PAYABLES
Group Company
2019 2018 2019 2018
$°000 $'000 $°000 $°000
Trade payables:
- Third parties 18,754 30,386 - -
Contract liabilities (Note 17(b)) 27,378 14,354 - -
Other payables:
- Third parties 3,324 462 309 52
- Subsidiaries (non-trade) 0 - - 227 1,407
Amount owing to a director @ 12 - - -
Accruals 2,951 2,105 856 522
GST payables 33 2 - -
Provision for unutilised leave 140 134 19 4
52,592 47,443 1,411 1,985
@ Amount due to subsidiaries are unsecured, interest-free and repayable on demand.
@ Amount due to a director is unsecured, interest-free and repayable on demand.
12. BORROWINGS
Current Non-current Total
Group $°000 $°000 $°000
2019
Secured Final maturity
Bank overdraft (Note 10) On demand 2,144 - 2,144
Term loan | ® 26 November 2032 5 90 95
Term loan Il ® 20 December 2030 51 31 82
Term loan V ) 16 March 2022 251 259 510
Term loan VIl 0) 30 April 2034 50 930 980
Term loan VIII O 7 August 2020 579 - 579
Trust receipts (i 2020 1,959 - 1,959
Unsecured
Loans from directors of the
Company:
- Mr. Wang zhi 22 March 2022 4,000 - 4,000
- Mr. Wang Zhi ) 21 November 2020 1,349 - 1,349
- Wang Yaoyu 21 May 2020 218 - 218
Loan from a related party (Vi) 5 September 2020 334 - 334
10,940 1,310 12,250




12. BORROWINGS (Continued)

Group

2018

Secured

Bank overdraft (Note 10)

Obligations under finance leases

Term loan | ®

Term loan 111 ©

Term loan IV (@

Term loan V ()

Term loan VI O

Trust receipts (i

Unsecured

Term loan II ™)

Loans from directors of the
Company:

- Mr. Wang Zhi ¥

- Mr. Wang Yaoyu ")

Loan from a related party (i)

Company
2019
Unsecured

Loan from a director of the Company:

- Mr. Wang Zhi
- Mr. Wang Zhi &)

2018
Unsecured

Loan from a director of the Company:

- Mr. Wang Zhi ¥
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Current Non-current Total
$'000 $'000 $'000
Final maturity
On demand 1,638 - 1,638
2019 39 78 117
26 November 2032 5 98 103
20 December 2030 62 70 132
30 March 2019 992 - 992
16 March 2022 272 485 757
1 November 2022 56 186 242
2019 317 - 317
31 May 2019 357 - 357
22 March 2020 4,000 - 4,000
21 May 2019 208 - 208
5 September 2019 338 - 338
8,284 917 9,201
Current
$'000
Final maturity
22 March 2022 4,000
21 November 2020 1,349
5,349
Final maturity
22 March 2020 4,000

@) These term loans are secured by pledges over freehold lands, freehold buildings and leasehold lands and
buildings of the Group (Note 3 and Note 4). In addition, the Company provided corporate guarantee for Term
loan I, Il and VII (2018: Term loan | and VI). Included in these loans is Term loan VIl and VIII which are 15-
year and 1-year term loans obtained by DWS and WHKD in the financial year to finance the acquisition of
leasehold land and operation cash flows, which are payable in 180 monthly instalments and as at the maturity

date respectively.

@ Term loan IV was obtained by WHKD in the financial year ended 31 December 2017. The repayment date
was initially due in 27 March 2018 as at 31 December 2017 but it has been extended to 30 March 2019 in the
previous financial year ended 31 December 2018. A related party, which is one of non-controlling interest of
WHKD (Note 24) has provided guarantee for this loan. During the financial year, the loan has been fully

repaid.
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12.

(i)

(iv)

(vi)

(vii)

(viii)

BORROWINGS (Continued)

Trust receipts are drawn for a period ranging from 20 days to 90 days (2018: 45 days to 150 days) and bear
effective interest rates ranging from 0.05% to 7.20% (2018: 0.15% to 5.12%) per annum. The trust receipts
are secured by way of corporate guarantee from the Company, the fixed deposits of the Group, certain
freehold lands and buildings of the Group (Note 3, Note 4 and Note 10).

Term loan Il is a term loan obtained by WHKD for working capital purposes. The term loan has been fully
repaid during the financial year.

Loan from an individual, Mr. Wang Zhi, amounting to $4,000,000 (“the Loan”), is granted as part of the
conditions precedent to the placement of placement of 27,680,000 new shares by the Company to Mr. Wang
(“WZ Placement”), which has been completed on 23 March 2018 and Mr. Wang has been appointed as
director of the Company on 3 April 2018. The Loan was for working capital of the WHKD.

The Loan shall be repayable within 24 months from the completion date of WZ Placement (i.e. March 2020)
or upon completion of the transfer of a water treatment asset or concession by him to the Group, whichever
is earlier, and shall be subject to an interest of 5% (2018: 5%) per annum, to be paid quarterly in arrears. The
Loan has been fully repaid subsequent to the financial year end.

Loan from a director, Mr. Wang Zhi, amounting to US$1,000,000 (“the Loan”), equivalent to approximately
$1,349,000 is granted for the purpose of funding the costs and expenses incurred in relation to the acquisition
of an effective interest of not less than 60% of PT Jabar Bersih Lestari through the acquisition of PT
Panghegar Energy Indonesia from Emsus Co., Ltd. (“the Proposed Transaction”), which was completed on
12 December 2019 (Note 6(b)).

The Loan shall be subject to an interest of 5% per annum and to be repaid on 21 November 2020.

This amount is unsecured and bears interest at 8% (2018: 8%) per annum. Full repayment has been made
as of date of these financial statements.

This amount is due to WHLK (Note 24), unsecured and bears interest at 4.35% (2018:4.35%) per annum.
The repayment date has been extended for a year to 5 September 2020.

Bank overdraft (Floating rate)

The bank overdrafts are secured by freehold land and building of a subsidiary and by corporate guarantee from
the Company and bears an effective interest rate of 7.70% to 8.14% (2018: 7.95% to 8.35%) per annum.

Term loans

The term loans bear the interest rates as follows:

Interest rate (per annum) Group

2019 2018
Term loan | Bank Lending Rate - 2.1% 4.62% 4.87%
Term loan Il Fixed rate - 6.09%
Term loan Il Bank Lending Rate - 2.0% 4.70% 4.85%
Term loan IV Fixed rate - 6.09%
Term loan V Loan Prime Rate x 1.25 5.94% 5.94%
Term loan VI Fixed rate - 6.25%
Term loan VII Bank Lending Rate - 2.3% 4.40% -

Term loan VI Fixed rate 6.09% -
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12. BORROWINGS (Continued)

Reconciliation of liabilities arising from financing activities

Non-cash changes

As at 31  Application As at1 Financing Currency  As at 31
December of January cash New translation December
Group 2018 SFRS(I) 16 2019 flows @ leases difference 2019
$'000 $'000 $'000 $'000 $'000 $'000 $'000
Borrowings 7,446 * - 7,446 2,713 - (53) 10,106
Lease liabilities
(Note 13) 117 502 619 (319) 268 (3) 565
7,563 502 8,065 2,394 268 (56) 10,671
Non-cash
changes
Financing Foreign
As at cash exchange As at
Group 1 Jan 2018 Additions flows @ movement 31 Dec 2018
$'000 $°000 $'000 $000 $000

Borrowings — Loans and trust

receipts 8,225 * - (704) (75) 7,446
Obligations under finance leases 64 97 (43) 1) 117
8,289 97 (747) (76) 7,563

@) The cash flows show the net amount of proceeds from borrowings and repayments of borrowings presented
in the consolidated statement of cash flows.
* Amount excludes bank overdraft as it is part of cash and cash equivalents (Note 10).

Obligations under finance leases under SFRS(1) 1-17 as at 31 December 2018

These obligations are secured by a charge over the leased assets (Note 3). The average discount rate implicit in
the leases is at 3.49% per annum.
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12. BORROWINGS (Continued)

Future minimum lease payments under finance leases together with the present value of the net minimum lease
payments are as follows:

Minimum lease Present value of
Group payments payments
2018 $000 $°000
Current portion:
- Not later than 1 year 45 39
Non-current portion:
- Later than 1 year and not later than 5 years 86 78
131 117
Less: Amounts representing finance charges (14) -
117 117
13. LEASE LIABILITIES
Group
2019 2018
$'000 $°000
Current liabilities 323 -
Non-current liabilities 242 -
565 -

The total cash outflows for the year for all lease contracts amounted to $582,000, which includes leases expenses
not included in lease liabilities, as disclosed in Note 21.

14. DERIVATIVE FINANCIAL INSTRUMENT

Group
Contract notional
amount Fair value liability
$000 $000
2019
Non-hedging instruments
Currency forwards 385 3

Derivatives financial instruments comprise of the United States dollars / Singapore dollars currency used to manage
the exposure from highly probable forecast transactions expected to occur at various dates within 6 months from
the reporting date.
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15. SHARE CAPITAL

Group and Company

2019 2018
Number of Number of
ordinary shares $'000 ordinary shares $'000

Issued and fully paid ordinary shares

At beginning of the financial year 93,831,492 76,766 57,326,601 54,274
Placement of ordinary shares - - 32,680,000 20,992
Issued for acquisition of a subsidiary - - 3,824,891 1,760
Shares issue expenses - - - (260)
At end of the financial year 93,831,492 76,766 93,831,492 76,766

0 2018
On 8 February 2018, 21 March 2018 and 23 March 2018, the Company issued a total of 3,500,000, 1,500,000
and 27,680,000 placement shares at an issue price of $0.60, $0.60 and $0.65 for each placement share
respectively. Out of the total amount of $20,992,000, $4,844,000 was collected in the financial year ended 31
December 2017, which was classified as placement monies received in advance and the remaining
$16,148,000 was fully received in the previous financial year ended 31 December 2018.

@ On 21 March 2018, the Company issued 3,824,891 shares at a fair value issue price of $0.46 for the acquisition
of additional 12% equity interest in Wuhan Kaidi Water Services Co., Ltd. (Note 6(c)).

The newly issued shares rank pari passu in all respects with previously issued shares. The holders of ordinary
shares are entitled to receive dividends as and when declared by the Company. All ordinary shares carry one vote
per share without restrictions. The ordinary shares have no par value.

Share option

On 6 November 2014, the shareholders of the Company have approved the proposed Darco Performance Share
Plan (“Share Plan”) as part of a remuneration and compensation plan for attracting as well as retaining executive
personnel and Directors.

Directors of the Company and its subsidiaries (including Non-Executive Directors) and Directors and employees of
an associated company where the Company has control over the associated company are eligible in the Share
Plan. The number of shares available under the said Share Plan will be subject to the maximum limit of 15% of the
Company’s total issued shares.

As at the date of this report, no shares have been granted under the Share Plan.
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16(a). OTHER RESERVES

Foreign

currency

Capital translation Statutory
reserve ** reserve ** reserve * Total

Group $°000 $000 $°000 $°000
2019
At beginning of the financial year 603 (4,348) 484 (3,261)

Disposal of shares from non-

controlling interests without a

change in control (Note 6(f)) 237 - - 237
Net exchange differences on

translation of financial statements of

foreign subsidiaries - (442) - (442)
Non-controlling interests - 71 - 71
At end of the financial year 840 (4,719) 484 (3,395)
2018
At beginning of the financial year - (3,688) 376 (3,312)

Acquisition of shares from non-

controlling interests without a

change in control (Note 6(c)) 603 - - 603
Net exchange differences on

translation of financial statements of

foreign subsidiaries - (812) - (812)
Non-controlling interests - 152 - 152
Allocation to statutory reserve - - 108 108
At end of the financial year 603 (4,348) 484 (3,261)

*%

In accordance with the Foreign Enterprise Law of The People’s Republic of China (“PRC”), the subsidiary,
being part of a foreign-owned enterprise is required to make contributions to a statutory reserve fund. At
least 10 per cent of the statutory after-tax profits as determined in accordance with the applicable PRC
accounting standards and regulations is required to be allocated to the statutory reserve fund. If the
cumulative total of the statutory reserve fund reaches 50% of the subsidiary’s registered capital, the
enterprise will not be required to make any additional contribution.

The statutory reserve fund may be used to offset accumulated losses or increase the registered capital of
the subsidiary, subject to approval from the relevant PRC authorities and is not available for dividend
distribution to the shareholders. The PRC enterprise is prohibited from distributing dividends unless the
losses (if any) of previous years have been made up.

No dividend may be paid, and no other distribution (whether in cash or otherwise) of the Company’s assets
(including any distribution of assets to members on a winding up) may be made in respect of this reserve.



16(b). ACCUMULATED LOSSES

At beginning of the financial year
Loss for the financial year

At end of the financial year

17. REVENUE

(a) Disaggregation of revenue
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Company
2019 2018
$000 $°000
(39,469) (38,358)
(2,490) (1,111)
(41,959) (39,469)

The Group derives revenue from the transfer of goods and services over time and at a point in time in the following
major type of goods and services and geographical location based on location of customers.

2019

Geographical markets
PRC

Malaysia

Singapore

Taiwan

Vietnam

Others

Timing of revenue recognition
At a point of time
Over time

Group
Contract Rendering of Sale of

revenue services goods Total

$°000 $°000 $°000 $°000
29,998 - - 29,998
9,123 7,154 12,048 28,325
14,246 322 482 15,050
- 742 - 742
- 128 225 353
333 - - 333
53,700 8,346 12,755 74,801
- 5,247 12,755 18,002
53,700 3,099 - 56,799

53,700 8,346 12,755 74,801
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17. REVENUE (Continued)
(a) Disaggregation of revenue (Continued)
Group
Contract Rendering of Sale of
revenue services goods Total

$000 $°000 $°000 $000
2018
Geographical markets
PRC 43,998 - - 43,998
Malaysia 11,179 7,340 10,865 29,384
Singapore 6,851 326 688 7,865
Taiwan - 718 - 718
Others 1,695 - 172 1,867

63,723 8,384 11,725 83,832
Timing of revenue recognition
At a point of time - 5,418 11,725 17,143
Over time 63,723 2,966 - 66,689

63,723 8,384 11,725 83,832
Reportable segment (Note 27) EE Systems WM Services Trading
(b) Contract balances
Contract with customers give rise to the following balances as at the reporting date:

Group
2019 2018
$°000 $000

Trade receivables (Note 9) 32,229 19,191
Contract assets (Note 9) 16,321 36,678
Contract liabilities (Note 11) (27,378) (14,354)
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17. REVENUE (Continued)
(b) Contract balances (Continued)

The timing of revenue recognition, billings and cash collections results in billed accounts receivable (included in
trade receivables), unbilled receivables (contract assets), and contract liabilities.

Contract assets relate to the Group’s right to consideration for work completed but yet to be billed at reporting date
on contract revenue, which will be transferred to trade receivables when the rights become unconditional upon
invoicing. Invoicing is in accordance with milestones payments set out in the contract, normally first 10% to 20%
(2018: 10% to 20%) of contract sum is payable by customers within 14 to 30 days (2018: 14 to 30 days) of signing
of contracts and furnishing performance bond if required. Normally the last payment is billable upon final
acceptance, or within 12 months from final acceptance. The payments terms for contract revenue in Singapore is
normally based on payment claims certified on a monthly basis.

Contract liabilities relating to contract revenue represents the excess of milestone payments over the revenue
recognised to date and advances received from customers.

These assets and liabilities are reported as contract assets or liabilities on a contract by contract basis at the end
of each reporting period.

Significant changes in the contract assets and liabilities balances during the year are:

Contract assets

2019 2018
$'000 $'000
Amount included in contract asset balances at beginning of the year
reclassified to trade receivables 28,820 13,383

Contract liabilities
2019 2018
$'000 $°000

Revenue recognised in current year that was included in the contract
liabilities balances at beginning of the year 11,308 9,925
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17. REVENUE (Continued)
(c) Performance obligations

As at reporting date, the transaction price allocated to remaining performance obligations in contracts that are
unsatisfied which is expected to be recognised as revenue for the future periods are as follows:

Group
Within 2 to 5
Within 1 year years Total
$°000 $000 $°000
Revenue expected to be recognised on unsatisfied performance
obligations of this contract as of 31 December 2019 57,255 14,429 71,684
Revenue expected to be recognised on unsatisfied performance
obligations of this contract as of 31 December 2018 47 031 27.220 74.251
18. OTHER INCOME
Group
2019 2018
$°000 $°000
Gain on disposal of property, plant and equipment 8 3
Gain on foreign exchange, net 8 35
Government grants 248 389
Interest income 151 90
Reversal of payables - 128
Miscellaneous income 36 34
451 679
19. FINANCE COSTS
Group
2019 2018
$°000 $000
Interest expenses on:
- amount owing to a related party (Note 24) 15 22
- amount due to directors of the Company (Note 24) 219 230
- borrowings 256 252
- lease liabilities (2018: finance lease obligations) 25 4
- trust receipts 24 77
- other payables 11 -

550 585
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20. PERSONNEL EXPENSES

Directors of the Company:

- Directors’ fees

- Directors’ remuneration and related costs
- Defined contributions plan expenses
Directors of the subsidiaries:

- Directors’ fees

- Directors’ remuneration and related costs
- Defined contributions plan expenses

Other key management personnel (non-directors):

- Salaries and related costs
- Defined contributions plan expenses

Total key management personnel remuneration

Other personnel:
- Salaries and related costs
- Defined contributions plan expenses

Total personnel expenses comprise:
- Salaries and related costs
- Defined contributions plan expenses

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019
(Amounts in thousands of Singapore dollars (“$'000"))

Group

2019 2018

$°000 $°000
113 138
280 489
28 43
179 206
618 404
41 26
362 85
35 14
1,656 1,405
9,117 8,853
656 1,035
9,773 9,888
11,429 11,293
10,669 10,175
760 1,118

11,429 11,293
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20. PERSONNEL EXPENSES(Continued)

Total key management personnel remuneration included as above include:

Short-term employee benefits
Defined contributions plan expenses

Group
2019 2018
$000 $°000
1,552 1,322
104 83
1,656 1,405

Key management personnel are those persons having the authority and responsibility for planning, directing and
controlling the activities of the Company and respective subsidiaries, including all directors of the Company and

respective subsidiaries.

21. LOSS BEFORE INCOME TAX

This is determined after charging / (crediting) the following:

Amortisation of intangible assets (Note 5)

Auditors’ remuneration paid / payable to:

- auditor of the Company

- other auditors

Direct material costs included in cost of sales

Sub-contractor costs

Depreciation of property, plant and equipment (Note 3)

Depreciation of right-of-use assets (Note 4)

Fair value loss on derivatives

Inventories written off

Legal and other professional fees

Leases expenses not included in lease liabilities — short term leases
(2018: operating lease expenses)

Personnel expenses (Note 20)

Property, plant and equipment written off

Gain on disposal of property, plant and equipment

Loss on foreign exchange, net

Impairment loss on financial asset, net (Note 284(iii))

Impairment loss on intangible assets (Note 5)

Research and development fees

Group

2019
$000

1,669

168
133
36,132
3,890
650
320

78
591

237
11,429

(6)
269
3,771
2,920
1,392

2018
$000

1,752

192
175
39,562
3,989
754

148

1,072

556
11,293

@)
260
506

1,409
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22. INCOME TAX (CREDIT) / EXPENSE

Major components of income tax expense for the financial year ended 31 December were:

Group
2019 2018
$000 $°000
Current tax
- Current year 322 458
- Under / (Over) provision in the previous financial years 88 (38)
410 420
Deferred tax (Note 7)
- Current year (871) (244)
- Under / (Over) provision in the previous financial years 44 (84)
(827) (328)
Income tax (credit) / expense (417) 92

The reconciliation of income tax (credit) / expense and the product of accounting loss multiplied by the applicable
rate is as follows:

Group

2019 2018

$°000 $°000
Accounting loss (11,898) (1,718)
Tax at the applicable tax rate of 17% (2018: 17%) (2,023) (292)
Tax effects of:
- different tax rates in other countries (20) (46)
- tax incentives (203) (170)
- expenses not deductible for tax purposes 260 336
- income not subject to tax (120) (96)
- deferred tax asset not recognised 1,611 495
- utilisation of previously unrecognised tax losses (54) (13)
- under / (over) provision of current tax in the previous financial years 88 (38)
- under / (over) provision of deferred tax in the previous financial years 44 (84)
Income tax (credit) / expense (417) 92

The Company and Singapore subsidiaries

The Company and Singapore subsidiaries are subject to an applicable tax rate of 17% (2018: 17%). The Company
and certain subsidiaries are in a tax loss position for both the financial years ended 31 December 2019 and 2018
and hence they are not subject to tax in the respective years.
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22. INCOME TAX (CREDIT) / EXPENSE (Continued)

Wuhan Kaidi Water Services Co., Ltd.

In accordance with the Income Tax Law of The People’s Republic of China (“PRC”) for New and High Technology
Enterprise and various documents issued by the Tax Bureau of the PRC, the subsidiary, being awarded the “High
Technology Enterprise” status, enjoys a concessionary tax rate of 15%, from year 2017 to 2020 as compared to
the statutory tax rate for PRC companies of 25%.

Malaysia subsidiaries

Malaysia subsidiaries are subject to an applicable tax rate of 24% (2018: 24%). Certain subsidiaries are in a tax
loss position for both the financial years ended 31 December 2019 and 2018 and hence they are not subject to tax
in the respective years.

Taiwan subsidiary
Taiwan subsidiary are subject to an applicable tax rate of 20% (2018: 17%).

Shanghai Darco Engineering Co., Ltd. (PRC)
This subsidiary is subject to an applicable tax rate of 25% (2018: 25%). It is in a tax loss position for both the
financial years ended 31 December 2019 and 2018 and hence it is not subject to tax.

Darco Environmental (Philippines) Inc.
This subsidiary is subject to an applicable tax rate of 30% (2018: 30%). It is in a tax loss position for the financial
years ended 31 December 2019 and 2018 and hence it is not subject to tax.

23. LOSS PER SHARE

Basic loss per share is calculated by dividing the net loss attributable to equity holders of the Company by the
weighted average number of ordinary shares outstanding during the financial year. The calculation of loss per
share is based on the following:

Group
2019 2018
Net loss attributable to equity holders of the Company ($’000) (8,829) (1,441)
Weighted average number of ordinary shares outstanding for basic
earnings per share 93,831,492 86,071,899
Basic and diluted loss per share (cents) (9.41) (1.67)

Diluted loss per share is the same as the basic loss per share as there were no share options, warrants or other
compound financial instruments with dilutive effect were granted during the financial year or outstanding at the end
of the financial year.
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24. RELATED PARTY TRANSACTIONS

Some of the arrangements with related parties (as defined in Note 2) and the effects of these bases determined
between the parties are reflected elsewhere in this report. Transactions between the Company and its subsidiaries,

which are related companies of the Company, have been eliminated on consolidation and are disclosed in this
note.

Group Company
2019 2018 2019 2018
$000 $°000 $°000 $°000
Interest paid to a related party @ 15 22 - -
Interest paid to directors of the
Company
- Mr. Wang Yaoyu ® 19 20 - -
- Mr. Wang Zhi @ 200 210 200 210

() Wuhan Liankai Investment Co., Ltd. (“‘WHLK") is considered a related party to the Group as it owns 14.27%
(2018: 14.27%) of the Company’s shares as at 31 December 2019. The director / controlling shareholder of
WHLK is Mr Wang Yaoyu, who is also a director of the Company. WHLK remains as the non-controlling interest
of WHKD, which is a 72% (2018: 72%) owned subsidiary acquired by the Group in financial year 2016 from
vendors including WHLK.

Included in borrowings of the Group (Note 12) as at 31 December 2019 and 2018 were amounts owing by
WHKD to WHLK and amounts due to a director of the Company. In addition, WHLK also provides guarantees,

at no charges, for the bank loans of WHKD which has been fully paid during the financial year, as disclosed in
Note 12.

@ Included in borrowings (Note 12) as at 31 December 2019 was an amount owing to Mr. Wang Zhi, who is a
director of the Company.

25, CONTINGENCIES AND COMMITMENTS
(i) Contingent liabilities

The Group has provided the following guarantees as at 31 December:

Group Company
2019 2018 2019 2018
$°000 $°000 $°000 $°000
Corporate guarantees provided to banks
and financial institutions for credit
facilities granted to subsidiaries
(Note 28(ii)) — amount utilised - - 5,258 2,242

The Company has assessed that those subsidiaries have strong financial capacity to meet the contractual cash
flows obligation by the repayment due dates and hence, does not expect significant credit losses arising from these
guarantees. As a result, the financial effects of SFRS(I) 9 relating to financial guarantee contracts issued by the

Company are not material to the financial statements of the Company and therefore are not recognised as a liability
as at 31 December 2019.
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25. CONTINGENCIES AND COMMITMENTS(Continued)
(i) Contingent liabilities (Continued)

The Company has also given undertakings to continue to provide financial support to certain subsidiaries as and
when required to allow them to meet their obligations.

(ii) Non-cancellable operating lease commitments as at 31 December 2018 (SFRS(l) 1-17)

The Group leases lands, staff hostels, factories, warehouses and offices from non-related parties under non-
cancellable operating lease agreements. The leases have varying terms, escalation clauses and renewal rights.
Lease terms do not contain restrictions on the Group’s activities concerning dividends, additional debts or further
leasing.

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

Group
2018
$000

Future minimum lease payments
- Not later than 1 year 222
- Later than 1 year and not later than 5 years 84
306

(iii) Capital commitments

Capital expenditure contracted for as at 31 December 2019 but not recognised in the financial statements is as

follows:
Group
2019 2018
$000 $000
In respect of property, plant and equipment:
- construction of leasehold building (2018: purchase of an industrial
land) (Note 9(ii)) 1,186 1,011

26. INTERESTS IN A JOINT OPERATION

The Group has a 33.33% ownership interest in a joint operation, Darco Q2 Fitama Consortium, with Q2 A/S and
PT. Fitama Putri Mandiri for the execution and completion of work and remedy defects therein in full compliance
with the provision of the works contract. The work is related to landfill gas recovery and conversion at Jari Barang
Landfill, Semarang, Central Java, Indonesia.

The Group’s share of the revenue contribution and net profit from the joint operation amounting to $226,000 and
$43,000 (2018: $851,000 and $170,000) respectively. As at 31 December 2019, included in the consolidated
statement of financial position is trade and other receivables and cash and cash equivalents of the joint operation
totalling to $498,000 (2018: $540,000).



DARCO WATER TECHNOLOGIES LIMITED
ANNUAL REPORT 2019

¢

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019
(Amounts in thousands of Singapore dollars (“$'000"))

27. SEGMENT INFORMATION

For management purposes, the Group has three operating and reportable segments — Engineered Environmental
Systems (“EE Systems”), Water Management Services (“WM Services”) and Trading. The principal activities of the
Group’s operating segments are summarised as follows:

(i) EE Systems — Construction contract on designs, fabricates, assembles, installs and commission engineered
water systems for industrial application;

(i) WM Services — Services and maintains water and wastewater treatment plants; and

(i) Trading — Trades and supplies of goods comprising chemicals, electrical controls and related instruments
used in water treatment systems.

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 by the Chief Executive
Officer (the chief operating decision maker) based on gross profit or loss of the respective segment. Segment
assets and liabilities reported to the CEO represent total assets and liabilities of the reportable segment excluding
the corporate functions and any unallocated amount recorded in subsidiaries with multiple segment businesses
and subsidiaries that have yet to commence operations.

Business segments

The information for the reportable segments for the financial years ended 31 December 2019 and 2018 is as
follows:

EE
2019 Systems WM Services Trading Eliminations Total
$000 $000 $000 $000 $°000

Revenue

Sales to external customers 53,700 8,346 12,755 - 74,801

Inter-segment sales - - 608 (608) -
Total 53,700 8,346 13,363 (608) 74,801
Segment profit 5,179 2,148 2,672 - 9,999
Other information:
Additions to property, plant and

equipment 7 9 55 - 71
Impairment loss on financial

assets, net 2,734 731 351 - 3,816
Impairment loss on intangible

assets 2,920 - - - 2,920
Amortisation of intangible assets 1,669 - - - 1,669
Depreciation of property, plant

and equipment 375 49 60 - 484
Depreciation of right-of-use

assets 7 - 30 - 37
Finance costs 249 50 48 - 347
Interest income 48 12 18 - 78
Loss / (Gain) on disposal of

property, plant and equipment 1 (8) - - (7)

Legal and other professional fees 72 7 34 - 113
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27. SEGMENT INFORMATION (Continued)

Business segments (Continued)

EE
2019 Systems WM Services Trading Eliminations Total
$°000 $°000 $000 $000 $°000
Assets
Segment assets 78,254 5,213 8,639 - 92,106
Liabilities
Segment liabilities 52,063 1,436 1,377 - 54,876
EE
2018 Systems WM Services Trading Eliminations Total
$°000 $°000 $000 $000 $°000

Revenue

Sales to external customers 63,723 8,384 11,725 - 83,832

Inter-segment sales 185 - 346 (531) -
Total 63,908 8,384 12,071 (531) 83,832
Segment profit 6,754 3,703 4,380 (879) 13,958
Other information:
Additions to property, plant and

equipment 338 3 151 - 492
Impairment loss on financial

assets, net 559 (6) (47) - 506
Amortisation of intangible assets 1,752 - - - 1,752
Depreciation of property, plant

and equipment 189 55 72 - 316
Finance costs 496 38 31 - 565
Interest income 17 19 7 - 43
Loss / (Gain) on disposal of

property, plant and equipment (1) 5 1 - 3
Legal and other professional fees 122 154 21 - 297
Assets
Segment assets 77,396 3,663 5,670 - 86,729
Liabilities
Segment liabilities 45,483 2,168 2,652 - 50,303
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27. SEGMENT INFORMATION (Continued)
Reconciliation
(i) Segment profits

The following items are added to / (deducted from) segment profit to arrive at “loss before income tax” as presented
in the consolidated statement of profit or loss and other comprehensive income:

2019 2018
$°000 $°000
Segment profit from the reportable segments 9,999 13,958
Other income 451 679
Distribution expenses (1,733) (2,147)
Administrative expenses (16,294) (13,117)
Impairment loss on financial assets (3,771) (506)
Finance costs (550) (585)
Loss before income tax (11,898) (1,718)
(ii) Other material information
2019 2018
$°000 $°000
Additions to property, plant and equipment
Segment total 71 492
Unallocated:
- Relates to general and corporate assets 3,392 59
3,463 551
Depreciation of property, plant and equipment
Segment total (484) (316)
Unallocated:
- Relates to general and corporate assets (166) (438)
(650) (754)
Depreciation of right-of-use assets
Segment total (37) -
Unallocated:
- Relates to general and corporate assets (283) -

(320) -
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27. SEGMENT INFORMATION (Continued)

Reconciliation (Continued)

(ii) Other material information (Continued)
2019 2018
$°000 $000
Impairment loss on financial assets
Segment total (3,816) (506)
Unallocated:
- Relates to general and corporate assets 45 -
(3,771) (506)
Legal and other professional fees
Segment total (113) (297)
Unallocated:
- Arising from general and corporate activities (478) (775)
(591) (1,072)
Interest income
Segment total 78 43
Unallocated:
- Arising from general and corporate used bank balances 73 47
151 90
Finance costs
Segment total (347) (565)
Unallocated:
- Relating to borrowings for general working capital purpose and lease
liabilities for general and corporate assets (203) (20)
(550) (585)




27. SEGMENT INFORMATION (Continued)
Reconciliation (Continued)
(iii) Segment assets

Segment assets are reconciled to total assets as follows:

Segment assets for reportable segments
Unallocated assets:

- Deferred tax assets

- Property, plant and equipment

- Right-of-use assets

- Other receivables

- Income tax recoverable

- Cash and bank balances

(iv) Segment liabilities

Segment liabilities are reconciled to total liabilities as follows:

Segment liabilities for reportable segments
Unallocated liabilities:

- Deferred tax liabilities

- Income tax payable

- Other payables

- Lease liabilities

- Borrowings

Geographical segments
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2019 2018
$000 $'000
92,106 86,729
. 114
4,740 4,374
272 -
3,544 5,442
14 46
8,171 15,122
108,847 111,827
2019 2018
$'000 $'000
54,876 50,303
- 44
- 1
4,145 2,742
281 -
6,400 4,585
65,702 57,675

The Group’s three operating segments operate in six main geographical areas:

(i) Taiwan — the operations in this area are principally the design, fabrication and installation of water and waste
water pollution control engineering, air pollution control engineering (‘EE Systems”), solid waste disposal
treatment and incineration, noise and vibration prevention engineering, soil pollution control engineering and

environmental monitoring system (“WM Services”).
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27.

SEGMENT INFORMATION (Continued)

Geographical segments (Continued)

(i)

(iii)

(iv)

v)

(vi)

Malaysia — the operations in this area are principally the designing, installing, setting up and maintaining of
industrial waste treatment plant ultra-pure system (“EE Systems”), testing of waste water and processed water,
rendering of other related waste treatment plant services (“WM Services”) and trading in industrial water
treatment, spare parts and chemicals (“Trading”).

PRC - the operations in this area are principally the supply of potable water, design, fabrication, installation
and commissioning of environmental engineering system and providing consultancy services in relation to
such business as well as designing, installing, setting up and maintaining of industrial waste treatment plant
ultra-pure system (“EE Systems”).

Singapore — the Company is headquartered and has operations in Singapore. The operations in this area are
principally investment holding, design and fabrication of water treatment systems (“EE Systems”), and
providing consultancy services in relation to such business (“WM Services”) and trading in industrial water
treatment spare parts and chemicals (“Trading”).

Vietnam — the operations in this area are principally the designing, installing and commissioning of treatment
systems for water purification (‘EE Systems”) as well as treatment of waste water and other waste discharge
for industrial use (“WM Services”) and supplying chemicals and components used in manufacturing and
maintenance water treatment systems (“Trading”).

Other countries — the operations in Philippines include the design, installation and commissioning of treatment
systems for water purification, treatment of wastewater and other waste discharge for industrial use (“EE
Systems”); and operations in Indonesia through acquisition of PEI group as disclosed in Note 6(b) is principally
the provision of regional solid waste management and treatment infrastructure, which has yet to commence
commercial operation.

Revenue and non-current assets information based on the geographical location of contracting customers
(regardless of projects location for contract revenue) are as follows:

Revenue Non-current assets

2019 2018 2019 2018

$°000 $°000 $°000 $°000
PRC 29,998 43,998 2,461 7,390
Malaysia 28,325 29,384 4,025 2,336
Singapore 15,050 7,865 1,259 1,022
Taiwan 742 718 52 93
Vietnam 353 - 472 -
Other countries 333 1,867 3,669 1

74,801 83,832 11,938 10,842

Non-current assets presented above include property, plant and equipment, right-of-use assets and intangible
assets based on the location of the assets.
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27. SEGMENT INFORMATION (Continued)

Geographical segments (Continued)

Major customers

Revenue of approximately $9,081,000 (2018: $13,504,000), or 12% (2018:16%) of the Group’s revenue in 2019,
is derived from a listed power-producers group of companies based in the PRC, which is attributable to the “EE
Systems” segment.

None of the customers in the “WM Services” and “Trading” segment contributed to more than 10% of the Group’s
total revenue.

28. FINANCIAL INSTRUMENTS

Financial risk management objectives and policies

The Group’s activities expose it to market risk (including foreign exchange risk and interest rate risk), credit risk
and liquidity risk. The Group’s overall risk management strategy seeks to minimise adverse effects from the
unpredictability of financial markets on the Group’s financial performance.

The Board of Directors is responsible for setting the objectives and underlying principles of financial risk
management of the Group. The management then establishes the detailed policies such as authority levels,
oversight responsibilities, risk identification and measurement, exposure limits and hedging strategies, in
accordance with the objectives and underlying principles approved by the Board of Directors.

(i) Market risk
(a) Foreign exchange risk

The Group operates in Asia with dominant operations in Singapore, The People’s Republic of China, Taiwan,
Malaysia and Philippines. Entities in the Group regularly transact in currencies other than their respective functional
currencies (“foreign currencies”).

Foreign exchange risk arises for transactions that are mainly denominated in foreign currencies such as the United
States dollars (“USD”), Malaysia ringgit (‘MYR”), New Taiwan dollars (“NTD”), Chinese Renminbi (“RMB”) and
others.

In addition, the Group is exposed to currency translation risk on the net assets in foreign operations. Currency
exposure to the net assets of the Group’s foreign operations in The People’s Republic of China, Malaysia and
Taiwan is managed primarily through borrowings denominated in the relevant foreign currencies.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(i) Market risk (Continued)
(a) Foreign exchange risk (Continued)

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

Group
2019 SGD USD MYR NTD RMB Others * Total
$000 $°000 $°000 $'000 $°000 $°000 $'000
Financial assets
Trade and other receivables 6,089 1,620 8,429 115 36,128 1,623 54,004
Cash and bank balances 13,315 2,360 3,418 92 7,725 510 27,420
Intragroup receivables 23,416 1,737 2,478 1,347 2,064 572 31,614
42,820 5,717 14,325 1,554 45,917 2,705 113,038
Financial liabilities
Trade and other payables 3,101 583 3,395 378 14,859 2,725 25,041
Borrowings 4,517 2,215 3,741 - 1,641 136 12,250
Lease liabilities 258 - 307 - - - 565
Intragroup payables 23,416 1,737 2,478 1,347 2,064 572 31,614
31,292 4,535 9,921 1,725 18,564 3,433 69,470
Net financial assets / (liabilities) 11,528 1,182 4,404 (171) 27,353 (728) 43,568
Add: Currency forward contracts - 385 - - - - 385
Less: Net financial (assets) /
liabilities denominated in the
respective entities’ functional
currencies (16,451) - (4,821) 1,518  (25,581) 1,558  (43,777)
Foreign currency exposure (4,923) 1,567 (417) 1,347 1,772 830 176

*  Others are denominated in Euro, Pakistani Rupee, Indonesian rupiah, Viethamese Dong, Philippines Peso

and Danish Krone.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

(i) Market risk (Continued)

(a) Foreign exchange risk (Continued)

Group

2018 SGD uUsD MYR NTD RMB Others * Total

$000 $000 $000 $000 $000 $000 $000

Financial assets

Trade and other receivables 4,120 1,664 10,158 1,070 43,256 1,430 61,698
Cash and bank balances 17,595 1,193 1,470 39 7,064 564 27,925
Intragroup receivables 12,865 296 5,311 1,673 1,840 2 21,987

34,580 3,153 16,939 2,782 52,160 1,996 111,610

Financial liabilities

Borrowings 4,258 235 2,057 - 2,651 - 9,201
Trade and other payables 2,822 312 5,511 393 23,697 220 32,955
Intragroup payables 12,865 296 5,311 1,673 1,840 2 21,987

19,945 843 12,879 2,066 28,188 222 64,143
Net financial assets 14,635 2,310 4,060 716 23,972 1,774 47,467

Less: Net financial assets
denominated in the respective
entities’ functional currencies  (14,707) - (4,128) (716)  (23,780) (224) (43,555)

Foreign currency exposure (72) 2,310 (68) - 192 1,550 3,912

*

Others are denominated in Thailand baht, Euro, Australian dollars, Pakistani Rupee, Indonesian rupiah,
Vietnamese Dong and Philippines Peso.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

(i) Market risk (Continued)

(a) Foreign exchange risk (Continued)
Company

2019

Financial assets
Trade and other receivables
Cash and bank balances

Financial liabilities
Trade and other payables
Borrowings

Net financial assets / (liabilities)

Less: Net financial assets denominated in the
Company’s functional currency

Foreign currency exposure

Company
2018

Financial assets

Trade and other receivables
Cash and bank balances

Financial liabilities
Trade and other payables
Borrowings

Net financial assets

Less: Net financial assets denominated in the
Company’s functional currency

Foreign currency exposure

SGD uUSD NTD RMB Total
$000 $000 $000 $000 $000
11,608 2,505 1,347 - 15,460
6,120 221 - - 6,341
17,728 2,726 1,347 - 21,801
1,165 226 - 1 1,392
4,000 1,349 - - 5,349
5,165 1,575 - 1 6,741
12,563 1,151 1,347 (1) 15,060
(12,563) - - - (12,563)
- 1,151 1,347 (1) 2,497
SGD USD NTD RMB Total
$000 $000 $000 $000 $000
11,341 2,370 1,338 - 15,049
13,300 269 - 8 13,577
24,641 2,639 1,338 8 28,626
575 1,406 - - 1,981
4,000 - - - 4,000
4,575 1,406 - - 5,981
20,066 1,233 1,338 8 22,645
(20,066) - - - (20,066)
- 1,233 1,338 8 2,579
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(i) Market risk (Continued)
(a) Foreign exchange risk (Continued)

Foreign exchange risk sensitivity

The following table details the sensitivity to a 5% (2018: 5%) increase and decrease in the functional currencies
against the relevant foreign currencies. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the period end for a 5% (2018: 5%) change in foreign
currency rates.

If the foreign currencies strengthen by 5% (2018: 5%) against the relevant functional currencies, with all other
variables held constant, the Group’s and the Company’s loss for the financial year will increase / (decrease) by:

SGD uUsD MYR NTD RMB Others*
$'000 $000 $'000 $°000 $'000 $'000
2019
Group
Loss for the financial year 204 (65) 17 (56) (74) (34)
Company
Loss for the financial year - (48) - (56) b -
2018
Group
Loss for the financial year 3 (96) 3 - (8) (64)
Company
Loss for the financial year - (51) - (56) * -

*

Others are denominated in Thailand baht, Euro, Australian dollars, Pakistani Rupee, Indonesian rupiah,
Vietnamese Dong, Philippines Peso and Danish Krone.
** Amount less than $1,000.

A 5% (2018: 5%) weakening of foreign currencies against the respective functional currencies at the reporting date
would have had the equal opposite effect on the above currencies to the amount shown above, on the basis that
all other variables held constant.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

(i) Market risk (Continued)

(b) Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. Fair value interest rate risk is the risk that the fair value of a financial instrument
will fluctuate due to changes in market interest rates. As the Group has no significant interest-bearing assets, the
Group’s income and operating cash flows are substantially independent of changes in market interest rates.

The Group’s exposure to cash flow interest rate risks arises mainly from non-current variable-rate borrowings.

At the reporting date, the interest rate profile of the Group’s interest-bearing financial instruments, as reported to
the Management, is as follows:

Group Company
Carrying amount Carrying amount
2019 2018 2019 2018
$000 $°000 $°000 $°000
Fixed rate instruments
Financial assets
- Other receivables (Note 9) * 613 - -
- Fixed deposits (Note 10) 5,897 4,584 3,397 4,023
Financial liabilities
- Borrowings (Note 12) (8,439) (5,579) (5,349) (4,000)
- Lease liabilities (Note 13) (565) - - -
(3,107) (382) (1,952) 23
Variable rate instruments
Financial liabilities
- Borrowings (Note 12) (3,811) (3,622) - -

*  Amount less than $1,000.

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, in respect of the fixed rate instruments, a change in interest rates at the reporting date would not affect
profit or loss.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(i) Market risk (Continued)
(b) Interest rate risk (Continued)

Sensitivity analysis for variable rate instruments

If the interest rates had been 50 basis point higher and all other variables held constant, the Group’s and the
Company’s loss for the financial year will increase by:

Group Company
2019 2018 2019 2018
$000 $000 $000 $000
Loss for the financial year 16 15 - -

(ii) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit facilities and the ability to close out market positions at a
short notice. At the end of the reporting period, assets held by the Group and the Company for managing liquidity
risk included cash and bank balances as disclosed in Note 10.

Management monitors rolling forecasts of the Group’s and the Company’s liquidity reserve comprises borrowings
(Note 12) and cash and bank balances (Note 10) on the basis of expected cash flow. This is generally carried out
at local level in the operating companies of the Group in accordance with practice and limits set by the Group.
These limits vary by location to take into account the liquidity of the market in which the entity operates. In addition,
the Group’s liquidity management policy involves projecting cash flows in major currencies and considering the
level of liquid assets necessary to meet these; monitoring liquidity ratios and maintaining debt financing plans.

The table below analyses the Group’s and the Company’s non-derivative financial liabilities into relevant maturity
groupings based on the undiscounted cash flows of the financial liabilities based on the earliest date on which the
Group and the Company can be required to pay and includes both interest and principal cash flows.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

(ii) Liquidity risk (Continued)

Weighted Later than
average On demand 1 year and
effective or not later not later than Later than
Group interest rate than 1 year 5 years 5 years Total
2019 % $000 $000 $°000 $000
Trade and other payables 25,041 - - 25,041
Borrowings 0.05% - 8.14% 10,988 873 1,247 13,108
Lease liabilities 3.28% - 5.25% 341 253 - 594
Derivative financial instruments 3 - - 3
36,373 1,126 1,247 38,746
2018
Trade and other payables 32,955 - - 32,955
Borrowings 2.48% - 7.95% 8,356 1,093 109 9,558
41,311 1,093 109 42,513
On demand or
Company within 1 year
$°000
2019
Trade and other payables 1,392
Borrowings 5,349
Financial guarantee contracts (Note 25(i)) 5,258
11,999
2018
Trade and other payables 1,981
Borrowings 4,175
Financial guarantee contracts (Note 25(i)) 2,242
8,398

Trade and other payables of the Group are non-interest bearing and normally settled on a range of 30 to 90 days
terms. Trade and other payables of the Company including balances owing to subsidiaries that are repayable on

demand. These are included as liabilities payable on demand or within one year.

For financial guarantees issued to the banks by the Company, the maximum amount of the guarantee is allocated
to the earliest period in which the guarantee can be called. Out of this amount, an amount of $1,050,000 (2018:
$286,000) relates to instalments due in 2 - 5 years based on the contractual payment schedule of the loans.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(iii) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss
to the Group. The major classes of financial assets of the Group and of the Company are cash and bank balances
and trade and other receivables. Cash and bank balances are placed with reputable financial institutions. Therefore,
credit risk arises mainly from the inability of its customers to make payments when due. For trade receivables, the
Group adopts the policy of dealing only with customers of appropriate credit history, and obtaining sufficient security
where appropriate to mitigate credit risk. For other financial assets, the Group adopts the policy of dealing only with
high credit quality counterparties.

As the Group and the Company do not hold any collateral, the maximum exposure to credit risk for each class of
financial instruments is the carrying amount of that class of financial instruments presented in the statements of
financial position, except for guarantees as disclosed in Note 25(i).

Credit risk concentration included in the Group’s trade receivables (Note 9) as at 31 December is:

- 2debtors (2018: 3 debtors) in PRC in environmental engineering business that individually represented 9% to
22% (2018: 7% - 10%) of the Group’s trade receivables, as part of “EE Systems” segment; and

- 5debtors (2018: 3 debtors) in Malaysia that individually represented 3% - 4% (2018: 3% - 14%) of the Group’s
trade receivables, as part of “EE Systems” and “Trading System” segment.

Credit risk concentration included in the Group’s contract assets (Note 9) as at 31 December 2019 is 6 debtors
(2018: 3 debtors) in PRC in environmental engineering business that individually represented 7% - 26% (2018: 9%
- 11%) of the Group’s contract assets, as part of “EE Systems” segment.

As at 31 December 2019, cash and cash equivalents placed with 4 banks (2018: 4 banks) individually represented
12% - 19% (2018: 10% - 24%) of the Group’s cash and cash equivalents.

Other than disclosed above and in Note 9(ii), there is no other credit risk concentration in financial assets of the
Group and Company.

The Group manages credit loss based on Expected Credit Losses (ECL) model.
(a) Trade receivables and contract assets

The Group’s exposure to credit risk from trade receivables are linked to the individual characteristics of each
customer, and also influenced by the default risk specific to the industry or country brought about by the general
economic condition.

To measure the ECL allowance, trade receivables and contract assets have been grouped together according to
the main geographical areas in which the Group operates which has higher influence on credit risks than the
reportable segments. The contract assets relate to unbilled work in progress and have substantially the same risk
characteristics as the trade receivables for the same type of contracts. The Group has therefore concluded that the
expected loss rates for the trade receivables are a reasonable approximation of the loss rates for the contract
assets.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(iii) Credit risk (Continued)
(a) Trade receivables and contract assets (Continued)

Summarised below is the information about the credit risk exposure on the Group’s trade receivables and contract
assets grouped by geographical area:

Contract assets Trade receivables
Gross carrying Gross carrying
amount ECL amount ECL
$°000 $°000 $°000 $°000
Group — As at 31 December 2019
Singapore 3,428 - 2,588 10
PRC 14,736 2,238 22,251 1,177
Malaysia and Taiwan 401 6 8,944 709
Vietnam - - 342 -
18,565 2,244 34,125 1,896
Group — As at 31 December 2018
Singapore 2,307 - 816 57
PRC 33,498 414 9,185 520
Malaysia and Taiwan 1,290 3 10,374 607
37,095 417 20,375 1,184

Singapore — 31 December 2019

The Group has applied the simplified approach to measure the lifetime expected credit losses for its trade
receivables.

To measure the expected credit losses, trade receivables has been grouped based on credit risk characteristics
and days past due.

The expected credit loss rates are based on the payment profile of sales and the corresponding historical credit
losses experience. The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(iii) Credit risk (Continued)
(a) Trade receivables and contract assets (Continued)

Singapore — 31 December 2018

The Group computes the expected credit loss using probability of default from external rating agencies taking into
account the nature of counterparty and the industry the customers operates in, as disclosed below. Management
has assessed the appropriateness of the rate based on the payment patterns and historical loss rates.

Group
Gross carrying amount Probability a”olivcal;]Ce
Contract Trade of default
asset receivables rate on .trade
receivables
$°000 $000 % $°000
As at 31 December 2018
Industrial customer’s industry:
- Technology hardware, storage and peripherals 18 291 1.09 5
- Construction & engineering 267 367 4.26 44
- Industrial material - 81 4.27 3
- Others @ 21 24 4.27-6.97 1
306 763 53
Municipal: Statutory boards of the Singapore
Government 2,001 49 0.00 -
2,307 812 53
Trade receivables subjected to specific impairment - 4 4
ECL allowance for third parties 2,307 816 57

() Others include technology distributors, interactive media and services, hotel, resort and cruise lines,
environmental and facilities services, healthcare services, semiconductor and equipment and soft drink
industries.

Vietnam
The Group computes the expected credit loss using probability of default from external rating agencies taking into
account the nature of counterparty and the industry the customers operates in. Management has assessed the

appropriateness of the rate based on the payment patterns and historical loss rates.

The management assess that there are no material ECL on trade receivables.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(iii) Credit risk (Continued)
(a) Trade receivables contract assets (Continued)

When the receivables are determined to have no reasonable prospect of recovery, the Group write-off the balances
while continuing to engage in enforcement activity to recover the balances.

The movement of the life-time ECL on trade receivables and contract assets are as follows:

Contract Trade

Group assets receivables Total

$'000 $°000 $°000
2019
Balance at 1 January 2019 417 1,184 1,601
ECL allowance recognised / (write-back) during the year
Changes in ECL allowance 1,882 1,242 3,124
Reversal of unutilised amount - (69) (69)

1,882 1,173 3,055
Written off - (428) (428)
Currency translation differences (55) (33) (88)
Balance at 31 December 2019 (Note 9) 2,244 1,896 4,140
2018
Balance at 1 January 2018 95 1,019 1,114
ECL allowance recognised / (write-back) during the year
New assets originated 334 412 746
Reversal of unutilised amount (4) (236) (240)
330 176 506

Currency translation differences (8) 11) (19)

Balance at 31 December 2018 (Note 9) 417 1,184 1,601
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

(iii) Credit risk (Continued)

(a) Trade receivables and contract assets (Continued)
Non-credit Credit
Group impaired impaired Total
$°000 $000 $°000
2019
Balance at 1 January 2019 866 735 1,601
ECL allowance recognised / (write-back) during the year
Changes in ECL allowance 1,054 2,070 3,124
Reversal of unutilised amount (69) - (69)
985 2,070 3,055
Written off - (428) (428)
Currency translation differences (44) (44) (88)
Balance at 31 December 2019 (Note 9) 1,807 2,333 4,140
2018
Balance at 1 January 2018 404 710 1,114
ECL allowance recognised / (write-back) during the year
New assets originated 716 30 746
Reversal of unutilised amount (240) - (240)
476 30 506
Currency translation differences (14) (5) (19)
Balance at 31 December 2018 (Note 9) 866 735 1,601
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

(iii) Credit risk (Continued)

(b) Other receivables, including amounts owning by subsidiaries and financial guarantees to subsidiaries
For the purpose of impairment assessment, general 3-stages approach is applied in the ECL assessment of
financial assets other than trade receivables and contract assets. The management is of view that determining
whether there has been a significant increase in credit risk since initial recognition would require undue cost or

effort, and hence life-time ECL is recognised as at each reporting date until derecognition.

Summarised below is the information about the credit risk exposure on the other receivables and deposits:

Group Company

2019 2018 2019 2018

$°000 $'000 $'000 $'000
Non-current
Other receivables — third party - 613 - -
Current
Other receivables:
- Third parties 2,181 1,424 1 -
- Subsidiaries (non-trade) - - 24,866 23,029
Refundable deposits 4,227 4,458 1,349 1,347
Staff loans 820 441 - -
Gross carrying amount 7,228 6,936 26,216 24,376
Less: ECL allowance — credit impaired (1,774) (1,107) (10,756) (9,327)

5,454 5,829 15,460 15,049

° The Group has assessed that its staff have the financial capacity as well as the ability to repay their loan in

the near future and accordingly determined that the amount of the allowance on staff loan was immaterial.
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(iii) Credit risk (Continued)

(b) Other receivables, including amounts owning by subsidiaries and financial guarantees to subsidiaries
(Continued)

The movement of the life-time ECL on other receivables are as follows:

Group Company
$°000 $°000
Balance at 1 January 2019 1,107 9,327
ECL allowance recognised during the year
- Changes in ECL allowance 77 1,429
- Reversal of unutilised amount (1) -
716 1,429
Currency translation differences (49) -
Balance at 31 December 2019 (Note 9) 1,774 10,756
Group Company
$°000 $°000
Balance at 1 January 2018 1,117 8,869
ECL allowance recognised during the year
- New assets originated 1 458
- Reversal of unutilised amount (1) -
- 458
Currency translation differences (10) -

Balance at 31 December 2018 (Note 9) 1,107 9,327
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28. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
(iii) Credit risk (Continued)

(b) Other receivables, including amounts owning by subsidiaries and financial guarantees to subsidiaries
(Continued)

The Group and the Company considers the above ECL to be Stage 3 ECL (credit impaired) considering that:

e  Bankruptcy of the former subsidiary included in other receivables of the Group (Note 9(i)).
e Remaining other receivables of the Group which were fully provided had been overdue more than 1 year.
e Weak financial position of subsidiaries.

In measuring the ECL allowance on the remaining carrying amounts:

e The Group determined that the amount of the allowance on its deposits are immaterial, in view of the nature
of the deposits, the progress of those transactions and the manner of recovery, as disclosed in Note 9.

e The Group has determined that the amount of the allowance on staff loan are immaterial, in view of the
assessment that its staff have the financial capacity as well as the ability to repay their loan in the near future.

(c) Cash and bank balances

Bank deposits are placed with reputable financial institutions with high credit-ratings assigned by international
credit-rating agencies. Impairment on cash and cash equivalents has been measured on the 12-month expected
loss basis and reflects the short maturities of the exposures. The Group considers that its cash and cash
equivalents have low credit risk based on the external credit ratings of the financial institutions. The amount of the
allowance on cash and cash equivalents are immaterial.

(iv) Financial instruments by category
Group Company
2019 2018 2019 2018
$°000 $°000 $°000 $°000
Financial assets at amortised cost:
- Trade receivables 32,229 19,191 - -
- Other receivables 5,454 5,829 15,460 15,049
- Contract assets 16,321 36,678 - -
- Cash and bank balances 27,420 27,925 6,341 13,577
81,424 89,623 21,801 28,626
Financial liabilities at amortised cost 37,291 42,156 6,741 5,981

Financial liabilities at FVPL 3 - - -
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28. FINANCIAL INSTRUMENTS (Continued)

Capital risk management objectives and policies

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern
and to maintain an optimal capital structure so as to maximise shareholder value. In order to maintain or achieve
an optimal capital structure, the Group may adjust the amount of dividend payment, return capital to shareholders,
issue new shares, obtain new borrowings or sell assets to reduce borrowings.

Management monitors capital based on gearing ratio. The Group is also required by the banks to maintain a gearing
ratio of not exceeding 2.5 times (2018: 1.7 times). The Group’s strategy, which remains unchanged since 2013 is
to maintain a gearing ratio below 1.7 times.

The gearing ratio is calculated as total debts (borrowings) divided by total tangible net worth. Total tangible net
worth is calculated as total equity less non-controlling interests and intangible assets.

Group
2019 2018
$000 $000
Total debts (Note 12) 12,250 9,201
Total tangible net worth 36,291 43,181
Gearing ratio 0.34 times 0.21 times

The Group is in compliance with all externally imposed capital requirements for the financial years ended
31 December 2019 and 31 December 2018.

29. FAIR VALUES OF ASSETS AND LIABILITIES

(i) Fair value of financial instruments that are carried at fair value

Fair value hierarchy

The Group classifies fair value measurement using a fair value hierarchy that reflects the significance of the inputs
used in making the measurements. The fair value hierarchy has the following levels:

- Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities;

- Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

- Level 3 —Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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29. FAIR VALUES OF ASSETS AND LIABILITIES (Continued)
(i) Fair value of financial instruments that are carried at fair value (Continued)

Fair value hierarchy (Continued)

The following table shows an analysis of financial instruments measured at fair value by the level of fair value
hierarchy:

Group
Level 1 Level 2 Level 3 Total
$000 $000 $000 $°000
2019
Financial liability
Derivative financial instrument (Note 14) - 3 - 3

Determination of fair value

The fair value of financial instruments that are not traded in an active market (e.g. over-the-counter derivatives) is
determined using valuation techniques. The Group uses a variety of methods and make assumptions that are
based on market conditions existing at each reporting date.

The fair value of the derivative financial instrument is determined by reference to current forward prices for contracts
with similar maturity profiles.

There has been no transfer from Level 1 and Level 2 to Level 3 during the financial year ended 31 December 2019.
The Group had no financial assets or liabilities carried at fair value in 2018.

The Company had no financial assets or liabilities carried at fair value in 2019 and 2018.

(i) Fair value of financial instruments by classes that are not carried at fair value and whose carrying
amounts are reasonable approximation of fair value

The carrying amounts of financial assets and financial liabilities reported on the reporting date are reasonable
approximation of their fair values, either due to their short-term nature or that they are floating rate instruments that
are repriced to market interest rate on or near the reporting date.

Non-current interest-bearing amount owing from a third party included in other receivables (Note 9(i)) as at 31
December 2018, which carrying amount approximate fair value as the contractual interest rate reflects the market

rate as at the reporting date.

(iii) Fair value of financial instruments by classes that are not carried at fair value and whose carrying
amounts are not reasonable approximation of fair value

At the reporting date, there are no financial instruments in this category.
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30. SUBSEQUENT EVENT

General offer by Mr. Wang Zhi

On 5 May 2020, Mr. Wang Zhi, a director (the "Offeror") has purchased from Wuhan Liankai Investment Co. Ltd
(the “Seller") an aggregate of 13,387,118 ordinary shares (the "Sale Shares") in the capital of the Company, for an
aggregate consideration of $2,275,810.06 (the "Consideration"), being $0.17 for each Sale Share (the
"Acquisition").

As a consequence of the Acquisition, the Offeror is required to make a mandatory general offer for all the Shares
(excluding treasury shares and other than those already owned, controlled and agreed to be acquired by the
Offeror) (the "Offer Shares"), in accordance with Section 139 of the Securities and Futures Act, Chapter 289 of
Singapore and Rule 14 of the Singapore Code on Take-overs and Mergers (the "Code").

The Offeror has on 5 May 2020, made an offer to the remaining shareholders, at the price of S$0.17 per share.
The Offer will remain open for acceptances by Shareholders for a period of at least 28 days, which to be end of
23 June 2020.

COVID-19 outbreak

Since January 2020, the spread of COVID-19 has severely impacted many local economies around the globe. In
many countries, businesses are being forced to cease or limit operations for long periods of time.

The Group is expecting an adverse impact on the Group’s financial performance for the financial year ending 31
December 2020 as Malaysia is accounted for about 40% of the Group’s revenue as the country has been under a
movement control order from March to May 2020.

PV Vacuum Engineering Pte. Ltd., one of the Group’s subsidiaries in Singapore which may experience some effects
from the COVID-19 outbreak as the subsidiary relies heavily on procurement of materials for installation from China.
There will likely be delays in logistics, and therefore, implementation of the subsidiary’s projects within the year.

Wuhan Kaidi Water Services Co., Ltd., another subsidiary of the Group in China, which typically contributes about
50% of the revenue, would likely be adversely affected by the outbreak of COVID-19. The subsidiary is based in
Wuhan, which was identified as the epicentre of the outbreak, and the city has been under lock down from January
2020 and only resumed operation in April 2020.

The Group has determined that these events are non-adjusting subsequent events. Accordingly, the financial
position and results of operations as of and for the year ended 31 December 2019 have not been adjusted to reflect
their impact. Although the Group cannot estimate the length or gravity of the impact of the COVID-19 outbreak at
this time, if the pandemic continues, it will have an adverse effect on the Group’s results of future operations,
financial position, liquidity and impairment assessment in year 2020.
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Class of Shares —  Ordinary Share

Number of Issued Shares - 93,831,492
(excluding treasury shares and subsidiary holdings)

Voting Rights —  One vote per share

Number of treasury shares held and percentage - Nil

Number of Subsidiary Holdings and percentage - Nil

DISTRIBUTION OF SHAREHOLDINGS

NO. OF
SIZE OF SHAREHOLDINGS SHAREHOLDERS % NO. OF SHARES %
1-99 278 13.74 12,805 0.01
100 - 1,000 977 48.32 475,525 0.51
1,001 - 10,000 587 29.03 2,082,232 2.22
10,001 - 1,000,000 171 8.46 11,271,709 12.01
1,000,001 AND ABOVE 9 0.45 79,989,221 85.25
TOTAL 2,022 100.00 93,831,492 100.00
TWENTY LARGEST SHAREHOLDERS
NO. NAME NO. OF SHARES %
1 WANG ZHI 41,067,918 43.77
2 STONE ROBERT ALEXANDER 10,957,000 11.68
3 KGI SECURITIES (SINGAPORE) PTE. LTD 9,562,227 10.19
4 THYE KIM MENG 7,155,485 7.63
5 UOB KAY HIAN PRIVATE LIMITED 4,232,991 4.51
6 CAPITAL BOOM LIMITED 2,500,000 2.66
7 HELEN YANG 1,608,640 1.71
8  HUANG JIAN 1,504,800 1.60
9  HUANG LINGXI 1,400,160 1.49
10  BNP PARIBAS NOMINEES SINGAPORE PTE. LTD. 745,210 0.79
11 FENG JUN 501,200 0.53
12 CGS-CIMB SECURITIES (SINGAPORE) PTE. LTD. 482,095 0.51
13 TAN TJIN GUAN @ JIO TJIN GUAN 429,770 0.46
14 DBS NOMINEES (PRIVATE) LIMITED 396,564 0.42
15 PHILLIP SECURITIES PTE LTD 317,300 0.34
16 ROBERT RONALD 298,150 0.32
17 YEO CHUNG CHEN JOHNNY @ TAN CHUNG CHEN JOHNNY 293,300 0.31
18  MAYBANK KIM ENG SECURITIES PTE. LTD 280,951 0.30
19 OCBC SECURITIES PRIVATE LIMITED 271,290 0.29
20  LEE SUE LIN 269,296 0.29

TOTAL 84,274,347 89.80
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SUBSTANTIAL SHAREHOLDER AS AT 22 MAY 2020
(As recorded in the Register of Substantial Shareholders)

Direct Interest

Deemed Interests

No. of No. of
No. Name Shares held % Shares held %
1 Wang Zhi 41,067,918 43.77 - -
2 Stone Robert Alexander 10,957,000 11.68 - -
3 Wah Lee Industrial Corp. 7,649,782 8.15 - -
4 Thye Kim Meng 7,155,485 7.63 - -

PERCENTAGE OF SHAREHOLDING IN PUBLIC'S HANDS

As at 22 May 2019, 25.05% of the Company’s shares are held in the hands of public. Accordingly, the Company has
complied with Rule 723 of the Listing Manual of the SGX-ST which requires 10% of the equity securities (excluding
preference shares and convertible equity securities) in a class that is listed to be in the hands of the public.
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NOTICE IS HEREBY GIVEN that the Annual General Meeting of Darco Water Technologies Limited (the “Company”)
will be convened and held by way of electronic means on 26 June 2020 (Friday) at 2.00 p.m., for the following purposes:

AS ORDINARY BUSINESS

1. To receive and adopt the Audited Financial Statements and Director’s Statement of the Company and the Group
for the financial year ended 31 December 2019 together with the Auditors’ Report thereon.  [Resolution 1]

2. To approve the payment of Directors’ fees of $$125,401 for the financial year ended 31 December 2019
(2018: S$96,000). [Resolution 2]

3. To approve the payment of Directors’ fees of $$138,000 for the financial year ended 31 December 2020, payable

quarterly in arrears. [Resolution 3]
4. To re-elect the following Directors retiring pursuant to Regulation 106 of the Company’s Constitution:
(a) Mr Wang Yaoyu [Resolution 4(a)]

Note: Mr. Wang Yaoyu will, upon re-election as a Director of the Company, remain as Executive Chairman
of the Company.

Mr Wang Zhi [Resolution 4(b)]

Note: Mr. Wang Zhi will, upon re-election as a Director of the Company, remain as Non-Executive Deputy
Chairman of the Company and Chairman of the Investment Committee.

Mr Poh Kok Hong [Resolution 4(c)]

Note: Mr Poh Kok Hong was appointed as Executive Director and Chief Executive Officer of the Company
with effect from 1 July 2019 and will, upon election as a Director, remain as Executive Director
and Chief Executive Officer of the Company.

Mr Tay Lee Chye Lester [Resolution 4(d)]

Note: Mr. Tay Lee Chye Lester will, upon re-election as a Director of the Company, remains as the
Lead Independent Director, Chairman of the Audit Committee and a member of the Nominating
Committee and Remuneration Committee, and will be considered independent pursuant to Rule
704(8) of the Listing Manual of the SGX-ST.

Mr Tay Von Kian [Resolution 4(e)]
Note: Mr. Tay Von Kian will upon re-election as a Director of the Company, remains as the member of

the Audit Committee, Nominating Committee and Remuneration Committee, and will be considered
independent pursuant to Rule 704(8) of the Listing Manual of the SGX-ST.
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(f) Ms Ong Joo Mien Joanna [Resolution 4(f)]

Note: Ms Ong Joo Mien Joanna was appointed as Non-Executive Independent Director of the Company
with effect from 2 May 2019 and will, upon election as a Director, remain as Non-Executive
Independent Director of the Company.

(9) Ms Gn Jong Yuh Gwendolyn [Resolution 4(g)]
Note: Ms Gn Jong Yuh Gwendolyn was appointed as Non-Executive Independent Director with effect

from 2 May 2019 and will, upon election as a Director, remain as Non-Executive Independent
Director of the Company.

5. To re-appoint Crowe Horwath First Trust LLP, Public Accountants and Chartered Accountants, as the Company’s
Auditors and to authorise the Directors to fix their remuneration. [Resolution 5]
6. To transact any other ordinary business which may properly be transacted at an Annual General Meeting.

AS SPECIAL BUSINESS

To consider and if thought fit, to pass the following resolutions as Ordinary Resolutions, with or without any
modifications:

7. Authority to allot and issue new Shares in the capital of the Company and/or instruments

That pursuant to Section 161 of the Companies Act (Cap. 50) of Singapore (the “Act”) and Rule 806 of the
Listing Manual of the Singapore Exchange Securities Limited (the “SGX-ST"), authority be and is hereby given
to the Directors of the Company to:

(a) (i) allot and issue new shares in the capital of the Company (“Shares”) (whether by way of rights,
bonus or otherwise); and/or

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

at any time and upon such terms and conditions and for such purposes and to such persons as the
Directors may in their absolute discretion deem fit; and
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notwithstanding the authority conferred by this Resolution may have ceased to be in force, allot and
issue shares in pursuance of any Instrument made or granted by the Directors while this Resolution was
in force, provided that:

(M

the aggregate number of new Shares (including shares to be allotted and issued in pursuance of
the Instruments made or granted pursuant to this Resolution) to be allotted and issued pursuant to
this Resolution shall not exceed fifty per cent (50%) of the total number of issued Shares (excluding
treasury shares and subsidiary holdings) in the capital of the Company (as calculated in accordance
with sub-paragraph (2) below), of which the aggregate number of new Shares to be allotted
and issued other than on a pro rata basis to Shareholders of the Company (including Shares to
be allotted and issued in pursuance of Instruments made or granted pursuant to this Resolution)
does not exceed twenty per cent (20%) of the total number of issued Shares (excluding treasury
shares and subsidiary holdings) of the Company (as calculated in accordance with subparagraph
(2) below);

(subject to such manner of calculations as may be prescribed by the SGX-ST), for the purpose of
determining the aggregate number of Shares that may be allotted and issued under sub-paragraph
(1) above, the percentage of the total number of issued Shares (excluding treasury shares and
subsidiary holdings) shall be based on the total number of issued Shares (excluding treasury shares
and subsidiary holdings) of the Company at the time this Resolution is passed after adjusting for:-

new Shares arising from the conversion or exercise of the Instruments or any convertible securities;

(b) new Shares arising from exercising of share options or vesting of share awards, provided
that the share options or share awards were granted in compliance with Part VIII of Chapter
8 of the Listing Manual of the SGX-ST; and

(c) any subsequent bonus issue, consolidation or subdivision of Shares;

Any adjustments made in accordance with sub-paragraphs (2)(a) or (2)(b) above shall only be made
in respect of new Shares arising from convertible securities and Instruments which were issued and
outstanding and/or subsisting at the time of the passing of this Resolution.

in exercising the authority conferred by this Resolution, the Company shall comply with the
provisions of the Listing Manual of the SGX-ST for the time being in force (unless such compliance
has been waived by the SGX-ST) and the Constitution of the Company for the time being; and

unless revoked or varied by the Company in general meeting, the authority conferred by this
Resolution shall continue in force until the conclusion of the next Annual General Meeting or the
date by which the next Annual General Meeting of the Company is required by law to be held,
whichever is the earlier.

[See Explanatory Note (1)] [Resolution 6]
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Authority to grant options and to allot and issue Shares under the Darco Performance Share Plan

That pursuant to Section 161 of the Companies Act (Cap. 50) of Singapore (the “Act”), the Directors of the
Company be and are hereby authorised to offer and grant awards in accordance with the provision of the Darco
Performance Share Plan (the “Share Plan”) and to issue from time to time such number of shares in the capital
of the Company (excluding treasury shares and subsidiary holdings) as may be required to be issued pursuant
to the vesting of share awards under the Share Plan, whether granted during the subsistence of this authority
or otherwise, provided always that the aggregate number of additional ordinary shares to be issued pursuant
to the Share Plan shall not exceed fifteen per centum (15%) of the total number of issued shares (excluding
treasury shares and subsidiary holdings) in the capital of the Company from time to time and that such authority
shall, unless revoked or varied by the Company in a general meeting, continue in force until the conclusion of
the next Annual General Meeting of the Company or the date by which the next Annual General Meeting of
the Company is required by law to be held, whichever is earlier.

[See Explanatory Note (2)] [Resolution 7]

By Order of the Board

Tan Wei Jie Joel
Company Secretary
Singapore, 4 June 2020

Explanatory Notes:

1.

The Ordinary Resolution 6 proposed in item 7 above, if passed, will empower the Directors of the Company from the date of this
Meeting until the date of the next Annual General Meeting of the Company, or the date by which the next Annual General Meeting
of the Company is required by law to be held or such authority is varied or revoked by the Company in a general meeting, whichever
is earlier, to issue shares, make or grant Instruments convertible into shares and to issue shares pursuant to such Instruments,
up to a number not exceeding, in total, fifty per centum (50%) of the total number of issued shares (excluding treasury shares
and subsidiary holdings) in the capital of the Company, of which up to twenty per centum (20%) may be issued other than on a
pro rata basis to existing shareholders of the Company. For determining the aggregate number of shares that may be issued, the
total number of issued shares (excluding treasury shares and subsidiary holdings) will be calculated based on the total number of
issued shares (excluding treasury shares and subsidiary holdings) at the time Resolution 6 is passed after adjusting for new shares
arising from the conversion or exercise of any convertible securities or share options or the vesting of share awards which are
outstanding or subsisting at the time when Resolution 6 is passed, and any subsequent bonus issue, consolidation or subdivision
of shares.

The Ordinary Resolution 7 proposed in item 8 above, if passed, will empower the Directors of the Company, from the date of this
Annual General Meeting until the next Annual General Meeting of the Company, or the date by which the next Annual General
Meeting of the Company is required by law to be held or such authority is varied or revoked by the Company in a general meeting,
whichever is the earlier, to issue shares in the Company pursuant to the vesting of share awards under the Share Plan (for the
entire duration of the Share Plan) provided that the aggregate additional shares to be issued pursuant to the Share Plan do not
exceed fifteen per centum (15%) of the total number of issued shares (excluding treasury shares and subsidiary holdings) in the
capital of the Company from time to time.
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Notes to Shareholders on arrangements for the Annual General Meeting:

1.

Printed copies of this Notice of Annual General Meeting and the Annual Report for the financial year ended 31 December 2019
(the "FY2019 Annual Report”) will not be sent to members. Instead, this Notice of Annual General Meeting and the FY2019
Annual Report may be accessed at the Company’s website at the URL https://www.darcowater.com/Investor%20Information/
company-info/agm-2020. This Notice of Annual General Meeting and the FY2019 Annual Report are also available on SGXNET at
the URL https://www.sgx.com/securities/company-announcements.

Alternative arrangements relating to attendance at the Annual General Meeting of the Company via electronic means (including
arrangements by which the meeting may be electronically accessed via live audio-visual webcast or live audio-only stream),
submission of questions to the Chairman of the Meeting in advance of the Annual General Meeting of the Company, addressing
of substantial and relevant questions at the Annual General Meeting of the Company and voting by appointing the Chairman of
the Meeting as proxy at the Annual General Meeting of the Company, are set out in the Company’s accompanying announcement
dated 4 June 2020. This announcement may be accessed at the Company’s website at the URL https://www.darcowater.com/
Investor%20Information/company-info/agm-2020 and is also available on SGXNET at the URL https:/www.sgx.com/securities/
company-announcements.

Due to the current Covid-19 restriction orders in Singapore, a member will not be able to attend the Annual General
Meeting in person. A member (whether individual or corporate) must appoint the Chairman of the Meeting his/her/its
proxy to attend, speak and vote on his/her/its behalf at the Annual General Meeting if such member wishes to exercise
his/her/its voting rights at the Annual General Meeting. The Proxy Form for the Annual General Meeting of the Company may
be accessed at the Company’s website at the URL https://www.darcowater.com/Investor%20Information/company-info/agm-2020
and is also available on SGXNET at the URL https://www.sgx.com/securities/company-announcements. Where a member (whether
individual or corporate) appoints the Chairman of the Meeting as his/her/its proxy, he/she/it must give specific instructions as to
voting, or abstentions from voting, in respect of a resolution in the Proxy Form, failing which the appointment of the Chairman
of the Meeting as proxy for that resolution will be treated as invalid

The Chairman of the Meeting, acting as proxy, need not be a member of the Company.
The Proxy Form must be submitted to the Company in the following manners:

(i) if submitted by post, be deposited at registered office of the Company at Harvest@Woodlands, 280 Woodlands Industrial
Park E5, #09-36 Singapore 757322; or

(i) if submitted electronically, be submitted via email in Portable Document Format (PDF) format to the Company at
AGM2020@darcowater.com.

in either case, at least 72 hours before the time fixed for holding the Annual General Meeting of the Company and/or any
adjournment thereof. A member who wishes to submit the Proxy Form must first download, complete and sign the Proxy Form,
before submitting it by post to the address provided above, or by scanning and submitting it by way of electronic means via email
to the email address provided above. In view of the current COVID-19 restriction orders and the related safe distancing
measures in Singapore which may make it difficult for members to submit the completed Proxy Forms by post, members
are strongly encouraged to submit the completed Proxy Forms by way of electronic means via email.

PERSONAL DATA PRIVACY:

By submitting a proxy form appointing the Chairman of the Meeting as proxy to attend, speak and vote at the Annual General
Meeting and/or any adjournment thereof, a member of the Company (i) consents to the collection, use and disclosure of the member’s
personal data by the Company (or its agents of service providers) for the purpose of the processing and administration and analysis
by the Company (or its agents or service providers) of the appointment of the Chairman of the Meeting as proxy for the Annual
General Meeting (including any adjournment thereof) and the preparation and compilation of the attendance lists, minutes and other
documents relating to the Annual General Meeting (including any adjournment thereof), and in order for the Company (or its agents
or service providers) to comply with any applicable laws, listing rules, regulations and/or guidelines.
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__________}(________________________________________________________________________________________________________________________________

PROXY FORM IMPORTANT:

1. The Annual General Meeting (“AGM") is being convened, and will be held, by way
of electronic means pursuant to the COVID-19 (Temporary Measures) (Alternative
Arrangements for Meetings for Companies, Variable Capital Companies, Business
Trusts, Unit Trusts and Debenture Holders) Order 2020.

DARCO WATER TECHNOLOGIES LIMITED 2. The Notice of AGM is also accessible (a) via publication on the Company’'s

(Company Registration Number: 200106732C) website at the URL https://www.darcowater.com/Investor%20Information/
(Incorporated in the Republic of Singapore) company-info/agm-2020; and (b) via publication on the SGX website at the
URL https://www.sgx.com/securities/company-announcements.

3. CPF or SRS investors who wish to appoint the Chairman of the meeting as proxy
should approach their respective CPF Agent Banks or SRS Operators to submit their
votes at least seven (7) working days before the AGM.

4. By submitting this proxy form, the member accepts and agrees to the personal data
privacy terms set out in the Notice of AGM dated 4 June 2020.

5. Please read the notes overleaf which contain instructions on, inter alia, the
appointment of the Chairman of the Meeting as a member’s proxy to attend, speak
and vote on his/her/its behalf at the AGM

*|/We, (Name) (NRIC/Passport/Company Registration Number*)

of (Address)
being member/members* of DARCO WATER TECHNOLOGIES LIMITED (the “Company”), hereby appoint the Chairman of the
Annual General Meeting of the Company (“AGM") as my/our* proxy/proxies* to attend, speak and vote for me/us* on my/our*
behalf at the AGM to be convened and held by way of electronic means on Friday, 26 June 2020 at 2:00 p.m. and at any adjournment
thereof in the following manner:

Resolutions relating to: For Against Abstain

Ordinary Business

1. To adopt the Audited Financial Statements and Directors’ Statement of the Company
and the Group for the financial year ended 31 December 2019

2. | Approval of Directors’ fees amounting to $$125,401 for the financial year ended
31 December 2019

3. Approval of Directors’ fees amounting to S$138,000 for the financial year ended

31 December 2020, payable quarterly in arrears

4(a). | Re-election of Mr Wang Yaoyu as a Director of the Company (Retiring pursuant to
Regulation 106)

4(b). | Re-election of Mr Wang Zhi as a Director of the Company (Retiring pursuant to
Regulation 106)

4(c). | Re-election of Mr Poh Kok Hong as a Director of the Company (Retiring pursuant
to Regulation 106)

4(d). | Re-election of Mr Tay Lee Chye Lester as a Director of the Company (Retiring
pursuant to Regulation 106)

4(e). | Re-election of Mr Tay Von Kian as a Director of the Company (Retiring pursuant
to Regulation 106)

4(f). | Re-election of Ms Ong Joo Mien Joanna as a Director of the Company (Retiring
pursuant to Regulation 106)

4(g). | Re-election of Ms Gn Jong Yuh Gwendolyn as a Director of the Company (Retiring
pursuant to Regulation 106)

5. Re-appointment of Crowe Horwath First Trust LLP, Public Accountants and
Chartered Accountants, as the Company’s auditors and to authorise the Directors
to fix their remuneration

Special Business

6. Authority to allot and issue new Shares in the capital of the Company and/or
Instruments
7. Authority to grant options and issue shares under the Darco Performance Share Plan

If you wish to appoint the Chairman of the Meeting as your proxy to cast all your votes For or Against a resolution, please tick with
“y" in the “For” or “Against” box in respect of that resolution. Alternatively, please indicate the number of votes “For” or “Against”
in the “For” or "Against” box in respect of that resolution. If you wish to appoint the Chairman of the Meeting as your proxy to
abstain from voting on a resolution, please tick with “y” in the “Abstain” box in respect of that resolution. Alternatively, please
indicate the number of shares that the Chairman of the Meeting, as your proxy, is directed to abstain from voting in the “Abstain”
box in respect of that resolution. In the absence of specific directions in respect of a resolution, the appointment of the Chairman of
the Meeting as your proxy for that resolution will be treated as invalid.

Voting will be conducted by poll

Dated this _—_ day of 2020

Total Number of Shares Number of Shares

CDP Register

Register of Members

Signature(s) of Shareholder(s)
or Common Seal of Corporate Shareholder

IMPORTANT: PLEASE READ NOTES OVERLEAF BEFORE COMPLETING THIS PROXY FORM



NOTES:

1. Printed copies of the Notice of AGM and the Annual Report for the financial year ended 31 December 2019 (the “FY2019 Annual
Report”) will not be sent to members. Instead, the Notice of AGM and the FY2019 Annual Report may be accessed at the Company’s
website at the URL https://www.darcowater.com/Investor % 20Information/company-info/agm-2020. The Notice of AGM and the FY2019
Annual Report are also available on SGXNET at the URL https://www.sgx.com/securities/company-announcements.

2. Alternative arrangements relating to attendance at the AGM of the Company via electronic means (including arrangements by which the
meeting may be electronically accessed via live audio-visual webcast or live audio-only stream), submission of questions to the Chairman
of the Meeting in advance of the AGM of the Company, addressing of substantial and relevant questions at the AGM of the Company
and voting by appointing the Chairman of the Meeting as proxy at the AGM of the Company, are set out in the Company’s accompanying
announcement dated 4 June 2020. This announcement may be accessed at the Company’s website at the URL https://www.darcowater.
com/Investor%20Information/company-info/agm-2020 and is also available on SGXNET at the URL https://www.sgx.com/securities/company-
announcements.

3. Please insert the total number of shares held by you. If you have shares registered in your name in the Register of Members, you should
insert that number of shares. If no number is inserted, this Proxy Form shall be deemed to relate to all the shares held by you.

4. Due to the current Covid-19 restriction orders in Singapore, a member will not be able to attend the AGM in person. A member
(whether individual or corporate) must appoint the Chairman of the Meeting as his/her/its proxy to attend, speak and vote
on his/her/its behalf at the AGM if such member wishes to exercise his/her/its voting rights at the AGM. This proxy form is also
accessible (a) via the Company’s website at the URL https://www.darcowater.com/Investor%20Information/company-info/agm-2020, and
(b) via the SGX website at the URL https://www.sgx.com/securities/company-announcements. Where a member (whether individual or
corporate) appoints the Chairman of the Meeting as his/her/its proxy, he/she/it must give specific instructions as to voting, or abstentions
from voting in respect of a resolution in the proxy form, failing which the appointment of the Chairman of the Meeting as proxy for that
resolution will be treated as invalid.

5. The Chairman of the Meeting, as proxy, need not be a member of the Company.
6. The proxy form must be submitted to the Company in the following manner:

(a) if submitted by post, be lodged with registered office of the Company at Harvest@Woodlands, 280 Woodlands Industrial Park E5,
#09-36 Singapore 757322; or

(b) if submitted electronically, be submitted via email in Portable Document Format (PDF) format to the Company at
AGM2020@darcowater.com,

in either case, at least 72 hours before the time for holding the AGM. A member who wishes to submit this Proxy Form must first
download, complete and sign this Proxy Form, before submitting it by post to the address provided above, or by scanning and submitting
it by way of electronic means via email to the email address provided above. In view of the current Covid-19 situation and the related
safe distancing measures which may make it difficult for members to submit completed proxy forms by post, members are
strongly encouraged to submit completed proxy forms electronically via email.

7. Where the proxy form is executed by an individual, it must be executed under the hand of the individual or his attorney duly authorised.
Where the proxy form is executed by a corporation, it must be executed either under its common seal or under the hand of any officer
or attorney duly authorised.

8. Where the proxy form is executed under the hand of an attorney duly authorised, the letter or power of attorney or a duly certified copy
thereof must (failing previous registration with the Company) be lodged with the proxy form, failing which the proxy form may be treated
as invalid.

9. A corporation which is @ member may authorise by resolution of its directors or other governing body such person as it thinks fit to act
as its representative at the AGM, in accordance with Section 179 of the Act.

GENERAL:

The Company shall be entitled to reject an instrument of proxy which is incomplete, improperly completed, illegible or where the true intentions
of the appointor are not ascertainable from the instructions of the appointor specified on the proxy form. In addition, in the case of Shares
entered in the Depository Register, the Company may reject a proxy form if the member, being the appointor, is not shown to have Shares
entered against his name in the Depository Register as at 72 hours before the time appointed for holding the AGM, as certified by The Central
Depository (Pte) Limited to the Company.

A Depositor shall not be regarded as a member of the Company entitled to attend the AGM and to speak and vote thereat unless his name
appears on the Depository Register 72 hours before the time set for the AGM.

PERSONAL DATA PRIVACY:

By submitting a proxy form appointing the Chairman of the Meeting as proxy to attend, speak and vote at the AGM and/or any adjournment
thereof, a member of the Company (i) consents to the collection, use and disclosure of the member’s personal data by the Company (or
its agents of service providers) for the purpose of the processing and administration and analysis by the Company (or its agents or service
providers) of the appointment of the Chairman of the Meeting as proxy for the AGM (including any adjournment thereof) and the preparation
and compilation of the attendance lists, minutes and other documents relating to the AGM (including any adjournment thereof), and in order
for the Company (or its agents or service providers) to comply with any applicable laws, listing rules, regulations and/or guidelines.
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