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CORPORATE  GOVERNANCE

The Group is committed to maintaining a high standard of corporate governance, and has adopted 
and complied, wherever feasible with the Singapore Code of Corporate Governance. This Report 
describes Yongnam’s corporate governance processes and activities in 2004 with specific 
reference to the Principles of the Code. 

Board’s conduct of its affairs & Independence of the Board (Principle 1, 2 &3) 

The Board’s key responsibilities include providing leadership and guidance to management on 
corporate strategy and business directions, evaluation of internal controls, risk management, 
financial reporting and compliances. The Board is aided in its tasks by Board Committees which 
have been established to focus on the key areas of oversight. 

The Board comprises seven directors – two independent, four executive and one non-independent 
non-executive. All Board members have extensive business, financial, legal and management 
experience. 

Mr. Kevin Yap is the Executive Chairman of the Company. Mr. Seow Soon Yong, the Managing 
Director, has the executive responsibility for the day-to-day operations of the Group while the 
responsibilities of the Executive Chairman, among other things, include: 

scheduling meetings of the Board and preparing meetings to enable the Board to 
perform its duties responsibly; 
preparing meeting agenda in consultation with the management and the Company  
Secretary; 
reviewing key proposals before they are presented to the Board for decision; 
exercising control over quality, quantity and timeliness of the information submitted 
to the Board; and 
ensuring compliance with the Code and Listing Rules. 

The Board held a total of four meetings during the year, two of which, in accordance with its 
planningcycle, were for the approval of the FY2004 results and release of the half year results. 
The attendance of the directors at meetings of the Board and Board committees, as well as the 
frequency of such meetings for FY 2004, is disclosed as follow: 

Board 
Audit

Committee 
Nominating 
Committee

Remuneration 
Committee 

No. of meetings 4 2 1 1 
No. of meetings attended by respective directors 
Executive Directors: 
Yap Foo Seong, Kevin 
(Executive Chairman) 

4 2 1 1

Seow Soon Yong 
(Managing Director) 4 2 1 1
Siau Sun King 4 2 - - 
Seow Soon Hee 4 2 - - 
Non-Executive Director: 
Tan Tin Nam 4 2 - -
Independent Directors: 
Goon Kok Loon 4 2 1 1
Lim Ghim Siew, Henry 4 2 1 1 
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CORPORATE  GOVERNANCE

Board Membership & Board Performance (Principle 4 & 5) 

The Nominating Committee (the “NC”) comprises the following directors: 

Mr. Lim Ghim Siew, Henry (Chairman) 
Mr. Goon Kok Loon 
Mr. Seow Soon Yong 

The NC’s principal functions are to identify and select new directors and to review all 
nominations for the re-appointment of directors. The other key responsibilities of the NC are: 

to determine annually the independence of each director; 
to decide on the ability and adequacy of directors with multiple board representations  
to carry out their duties; and 
to propose, for Board’s approval, objective performance criteria to evaluate the   
effectiveness of the Board as a whole and the contribution by each director to the 
effectiveness of the Board. 

The Company’s Articles of Association requires one third of directors (other than the managing 
director) to retire and subject themselves for re-election by shareholders at every AGM (“one-
third rotation rule”). In other words, no director stays in office for more than three years without 
being re-elected by shareholders. In addition, a newly appointed director will submit himself for 
retirement and re-election at the AGM immediately following his appointment. Thereafter, he is 
subject to the one-third rotation rule. 

To ensure that the Directors are competent in carrying out their expected roles and 
responsibilities, newly appointed directors are given briefings by the Chairman, on the strategies 
of the company and its key subsidiaries. The Directors will also, where necessary, receive 
appropriate training and orientation from time to time on other matters which would help them in 
the discharge of their duties as Director of the Board or as member of the Board Committee. 

The NC held 1 meeting during the year 2004. The Company had conducted an appraisal of each 
individual director and evaluated their performance as members of the Board. It was concluded 
that the Board has an adequate mix of competency to discharge its responsibilities. The NC noted 
that the Board currently consisted of 7 members, out of which 2 are Independent Directors. This 
fell below the number of Independent Director as recommended by the Code of Corporate 
Governance and the requirements of the Listing Manual. The NC has been informed by the Board 
that it is in the process of recruiting a suitable candidate. The NC would recommend that the 
number of Independent Directors be increased to 3 once a suitable candidate is identified, in order 
to comply with the Guidelines of the Code of Corporate Governance and the requirements of the 
Listing Manual 

Access to Information (Principle 6 & 10) 

The Board receives periodic updates and financial information on affairs and issues that require 
the Board’s decision as well as on-going reports relating to operational and financial performance 
of the Group and the Company. The Board also has separate and independent access to the senior 
management and the Company Secretary at all times.  
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Access to Information (Principle 6 & 10) (cont’d) 

The Company Secretary attends all Board meetings and is responsible to ensure that board 
procedures are followed. The Board also has access to independent professional advice where 
appropriate. 

The Board accepts that it is accountable to the shareholders and adopted best practices to 
maintain shareholders’ confidence and trust. Shareholders are required to approve directors’ fees 
and also the appointment and re-appointment of auditors. 

Remuneration Policies, Level and Mix of Remuneration and Disclosure  
(Principle 7, 8 and 9) 

The Remuneration Committee (the “RC”) comprises the following directors: 

Mr. Goon Kok Loon (Chairman) 
Mr. Lim Ghim Siew, Henry 
Mr. Yap Foo Seong, Kevin 

Remuneration Policies, Level and Mix of Remuneration and Disclosure  
(Principle 7, 8 and 9) (cont’d) 

The Chairman has experience in the field of compensation and the RC has access to the Group 
Human Resource Manager when clarifications and advice are needed. The duties of the RC shall 
be (on an annual basis): 

(i)  to review and recommend to the Board in consultation with the Chairman of the 
Board, a framework of remuneration and to determine the specific remuneration 
packages and terms of employment for each of the executive directors and senior 
executives of the Group including those employees related to the executive 
directors and controlling shareholders of the Group; 

(ii)  to recommend to the Board in consultation with the Chairman of the Board, the 
Employees’ Share Option Schemes or any long term incentive schemes which 
may be set up from time to time and to do all acts necessary in connection 
therewith; and 

(iii)  to carry out its duties in the manner that it deems expedient, subject always to 
any regulations or restrictions that may be imposed upon the RC by the Board 
from time to time. 

None of the non-executive directors are on service contracts or have consultancies with the 
Company, except for Mr. Tan Tin Nam who advises the Group on certain group matters on a 
regular basis. The other non-executive directors who are also independent directors are paid 
directors’ fees, which comprise basic fees and additional fees for serving on Board Committees. 
Payment of these fees is subject to shareholders’ approval. 

During the year, the RC held one meeting to review and revise the compensation structure of the 
executive directors and senior executives. A breakdown showing the level and mix of the 
remuneration of the directors and the top 5 key executives remuneration is as follows: 

        

CORPORATE  GOVERNANCE
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(1) Brother of Messrs Seow Soon Yong, Seow Soon Hee and Siau Sun King 

In addition, there are 3 other immediate family members of executive directors employed by the
Group, none of whose remuneration exceeded $150,000 during the year.

Audit Committee, Internal Control and Internal Audit (Principle 11, 12 and 13) 

The Audit Committee (“AC”) comprises three members, namely Mr. Goon Kok Loon 
(Chairman), Mr. Lim Ghim Siew, Henry and Mr. Tan Tin Nam. Mr. Goon and Mr. Lim are 
independent directors. 

These members of the AC have had many years of experience in senior management positions in 
the financial and industrial sectors. They have sufficient financial management expertise and 
experience to discharge the AC’s functions. 

The AC performs the functions specified in the Act, the Listing Manual of the Singapore 
Exchange Securities Trading Limited (the “SGX-ST”) and the Best Practices Guide. It meets with 
the external auditors, reviews the audit plans, the results of their examination and findings and 
their evaluation of the system of internal controls. The AC also reviews all the non-audit services 
provided by the external auditors to ensure that such services will not affect the independence of 
the external auditors. It also reviews interested person transactions. 

The AC reviews the half-yearly and annual financial statements and reviews the appointment and 
reappointment of auditors. 

The Company does not have an internal audit function at this time. The CFO together with the 
CEO oversees this function. After the restructuring of the Group and when the Group is 
stabilized, the Company would consider establishing an independent internal audit function. 

Risk Identification and Management 

The construction industry is operating in challenging conditions and is dependent on the 
economic performance of the country, its neighbors and the surrounding countries. Construction 

Fees Salary Bonus Total 
Remuneration Band (S$ 250,000 - $ 499,999) 
Seow Soon Yong - 58% 42% 100% 
Yap Foo Seong - 59% 41% 100% 
Remuneration Band (below S$ 250,000 ) 
Siau Sun King - 75% 25% 100% 
Seow Soon Hee - 75% 25% 100% 
Tan Tin Nam - 75% 25% 100% 
Henry Lim 100% - - 100% 
Goon Kok Loon 100% - - 100% 
Harendran Chelvadurai - 97% 3% 100% 
Seow Soon Hock (1) - 89% 11% 100% 
Cheong Hock Choon - 97% 3% 100% 
Michael Nalpon - 97% 3% 100% 
Yeo Siang Cher - 97% 3% 100% 

CORPORATE  GOVERNANCE
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demand in Singapore remains weak and is anticipated to be within the $10-12 billion range down 
from $25 billion in the mid 1990s. 

The Group embarks upon Projects with durations of 3 years or more and run the risk of cost 
overruns delays, disputes in claims and variation orders. 

Cost of raw materials, in particular steel, which the Group specializes in, are subject to 
fluctuations due to worldwide demands. An increase in the price of steel will directly impact the 
bottom line. 

As the Group explores into the neighboring countries, foreign exchange fluctuations becomes a 
factor affecting profitability. Price of steel which is usually denominated in US dollars and any 
increase in the US currency will impact the group negatively. 

The Group’s customers are mainly construction and engineering companies who are the main 
contractors of projects. In the event of an economic slowdown, cash flow problems experienced 
by main contractors cascades down to the Group and its suppliers. 

The construction industry continues to be dependent on foreign labor, both skilled and unskilled, 
due to the shortage of local workers. The Group’s core business, which is the fabrication and 
erection of prefabricated structural steel components, require skilled labor which is in short 
supply. 

Communication With Shareholders (Principles 14) 
Greater Shareholders Participation (Principle 15) 

The Company and the Group strive for timeliness and transparency in its disclosures to the 
shareholders and the public. The Company does not practise selective disclosure as all price-
sensitive information is released through SGXNET. Results and annual reports are announced or 
issued within the mandatory periods. 

All shareholders receive the annual report and Notice of AGM. At the AGM, shareholders are 
given the opportunity to air their views and ask directors and management questions regarding the 
Company. 

Dealings in securities 

The Company has adopted the SGX-ST’s best practices guide in relations to dealings in the 
Company’s securities. The directors and the senior management are advised not to deal in the 
Company’s shares during the period commencing one month before the announcement of the 
Group’s financial results, ending on the date of announcement. 

The directors and the senior management are also advised of the relevant provisions under the 
Securities and Futures Act of Singapore for dealing with the Company’s securities while in 
possession of unpublished material price-sensitive information in relation to the securities. 

Material Contracts 

There is no material contract entered into by the Company or any of its subsidiaries during the 
year.

Interested Person Transactions 

The Company has laid down procedures for the notification to and approval by the Audit 
Committee for transactions with interested persons. There was no interested person transaction to 
be disclosed. 

CORPORATE  GOVERNANCE
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REPORT  OF  THE  D IRECTORS

The Directors present their report together with the audited financial statements of Yongnam 
Holdings Limited (the “Company”) and its subsidiaries (the “Group”) for the year ended 31 
December 2004. 

Directors

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

Yap Foo Seong 
Seow Soon Yong 
Siau Sun King 
Seow Soon Hee 
Tan Tin Nam 
Lim Ghim Siew, Henry 
Goon Kok Loon  

Arrangements to enable Directors to acquire shares and debentures 

Except as disclosed in the subsequent paragraphs, neither at the end of nor at any time during the 
year was the Company a party to any arrangement whose object is to enable the Directors of the 
Company to acquire benefits by means of the acquisition of shares or debentures of the Company or 
any other body corporate. 

Directors’ interest in shares and debentures 

The following Directors, who held office at the end of the financial year, had, according to the 
register of directors’ shareholdings required to be kept under Section 164 of the Companies Act, an 
interest in shares of the Company and related corporations as stated below: 

 Direct interest Deemed interest 

 At At At At At At 
Name of Director 1.1.2004 31.12.2004 21.1.2005 1.1.2004 31.12.2004 21.1.2005 

Yongnam Holdings Limited 
 (Ordinary shares of $0.01 each) 

Tan Tin Nam 23,666,530 38,848,955 38,848,955 266,200 64,726,892 64,328,432 
Seow Soon Yong 16,112,385 27,761,077 27,761,077 -    -    -    
Siau Sun King 17,358,385 29,330,077 29,330,077 -    -    -    
Seow Soon Hee 21,758,385 22,637,577 22,637,577 -    -    -    
Yap Foo Seong 4,200,000 15,200,000 15,200,000 -    -    -    
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Directors’ interest in shares and debentures (cont’d) 

Yongnam Holdings Limited 
(Warrants to subscribe for 
ordinary shares of $0.01 each, 
exercisable between 27 August 2004 
to 26 August 2009 at $0.03 per share) 

 Direct interest Deemed interest 

   At At At At 
Name of Director   1.1.2004 31.12.2004 1.1.2004 31.12.2004 

Tan Tin Nam   -    8,141,492 -    -    
Seow Soon Yong   -    5,926,845 -    -    
Siau Sun King   -    6,088,345 -    -    
Seow Soon Hee    -    439,595  -    -    
Yap Foo Seong     -    4,000,000 -    -    

Yongnam Holdings Limited 
(Options to subscribe for ordinary shares of $0.01 each) 

Yap Foo Seong 

(Exercisable between 2003 and 2008
at $0.0264 per share)  3,000,000 -    -    -    

[Exercisable between 2004 and 2009
at $0.0203 (2003: $0.0264) per share] 7,200,000 9,366,371    -    -    

Except as disclosed in this report, no Director who held office at the end of the financial year had 
interest in shares, share options, warrants or debentures of the Company, or of related corporations, 
either at the beginning of the financial year, or date of appointment if later, or at the end of the 
financial year. 

Directors’ contractual benefits 

Except as disclosed in the financial statements, since the end of the previous financial year, no 
Director of the Company has received or become entitled to receive a benefit by reason of a contract 
made by the Company or a related Corporation with the Director, or with a firm of which the 
Director is a member, or with a company in which the Director has a substantial financial interest. 

REPORT  OF  THE  D IRECTORS
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Share Options 

Details of the share options schemes and the respective share options that are granted as at 31 
December 2004 are disclosed as follows:  

(a) Share Options Scheme (“SOS”) 

During the Extraordinary General Meeting held on 26 August 2003, the shareholders of the 
Company approved the grant of Share Options to the executive Chairman Mr Yap Foo 
Seong (“Mr Yap”) and the then finance director Mr Chia Sin Cheng (“Mr Chia”) to 
subscribe for 14,400,000 Option Shares and 8,000,000 Option Shares, respectively (subject 
to any adjustments for capitalisation, rights, sub-division or consolidated exercises 
undertaken by the Company), as part of their total remuneration packages. 

The Options granted to Mr Yap of 14,400,000 Shares and Mr Chia of 8,000,000 Shares 
represent approximately 3.3% and 1.8%, respectively, of the enlarged issued share capital of 
the Company upon the completion of the Scheme.  The Company has not previously 
implemented any share option scheme. 

The principal terms of the share options : 

(a) Exercise Price :   20% discount to the Market Price (The prevailing market  
   price of the Shares based on the average of the last dealt
   price per Share as indicated in the daily official list or any  
   other publication published by the SGX-ST for the last five  
   (5) consecutive Market Days on which there are trades in
   the Shares immediately preceding the Date of Grant). 

(b) Option Period :   The unexercised Options shall expire on the anniversary 
 date falling 5 years from the Date of Grant. 

In granting the Options at a 20% discount to the Market Price, the Company seeks to reward 
the Grantees for their invaluable contributions to the Company as well as to provide each of 
the Grantees an incentive to improve the financial performance of the Group. 

Vesting of Options 

(a) The Options granted to Mr Yap Foo Seong shall only be exercisable, in whole or in 
part (provided that the Options may be exercised in part only in respect of 1,000 
Shares or any multiple thereof).  The Options shall vest as follows :- 

 (i) 7,200,000 Option Shares shall vest on the Date of Grant and may be 
exercisable thereafter, and 

(ii) the balance 7,200,000 Option Shares shall vest 12 months after the Date of 
Grant and may be exercisable thereafter. 

REPORT  OF  THE  D IRECTORS
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Share Options (cont’d) 

(a) Share Options Scheme (“SOS”) (cont’d) 

(b) All unexercised Options granted to Mr Chia Sin Cheng shall only be exercisable, in 
whole or in part (provided that the Options may be exercised in part only in respect 
of 1,000 Shares or any multiple thereof).  The Options shall vest as follows :- 

(i) 4,000,000 Option Shares shall vest on the Date of Grant and may be 
exercisable thereafter; and 

(ii) the balance 4,000,000 Option Shares is not exercisable as Mr Chia Sin 
Cheng has resigned on 30 November 2003. 

(b) Employee Share Option Scheme ("ESOS")  

 The ESOS was approved by the shareholders during the Extraordinary General Meeting 
held on 16 June 2004. Executive and non-executive directors, and employees of the Group 
or companies in which at least 20% but not more than 50% of its shares are held by the 
Group and over which the Company has management control are eligible to participate in 
the ESOS. The committee administering the scheme ("Committee") will be the 
Remuneration Committee. 

 The ESOS share options granted are exercisable for ten years after date of grant, and are 
exercisable at an exercise price no lesser than the par value of a share, set at:

 (i) a discount to a price ("Market Price") equal to the average of the last dealt prices for 
the Shares on the Official List of the SGX-ST for the five consecutive market days 
immediately preceding the relevant date of grant of the ESOS share option, subject 
to a maximum of 20% discount ("Incentive Option"); or 

 (ii) a fixed Market Price ("Market Price Option") 

   The Committee have the discretion to grant options set at a discount to Market 
Price, and determine the participants to whom, and the options to which, such 
reduction in exercise prices will apply. 

  Incentive Options granted are exercisable after the second anniversary from the date 
of grant of the option, and

  Market Price Options granted may be exercised after the first anniversary of the 
date of grant of that option.

 The ESOS shall continue in operation for a maximum duration of ten years and may be 
continued for any further periods thereafter with the approval of Shareholders by ordinary 
resolution in general meeting and of any relevant authorities which may then be required.  

 No options have been granted since the inception of the ESOS. 

REPORT  OF  THE  D IRECTORS
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Share Options (cont’d) 

No options have been granted to the controlling shareholders of the Company and no participant 
under the SOS and ESOS has been granted 5% or more of the total options available under the SOS 
and ESOS. There were no unissued shares of the Group under options granted by the Group as at the 
end of the financial year. There were also no other options granted to employees of the Group.

Except as disclosed above, there were no unissued shares of the Company or its subsidiaries under 
options granted by the Company or its subsidiaries as at the end of the financial year.

Details of options granted to Directors of the Company are as follows: 

Name of participant  
Options 
granted for 

Aggregate options 
granted since 
commencement of 
Scheme to 
31 Dec 2004 

Aggregate options 
exercised since 
commencement of 
Scheme to 
31 Dec 2004 

Adjustment 
due to rights 
issue

Aggregate options 
outstanding as at 
31 Dec 2004 

      
Director of the Company      
Mr. Yap Foo Seong  14,400,000 14,400,000 7,200,000 2,166,371 9,366,371 

Audit Committee 

The Audit Committee of the Board of Directors comprises three members, the majority of whom are 
non-executive directors. The members of the Audit Committee at the date of this report are as 
follows:

Goon Kok Loon (Chairman) 
Lim Ghim Siew, Henry 
Tan Tin Nam  

The Audit Committee performs the functions specified in the Act, the Listing Manual of the 
Singapore Exchange Securities Trading Limited and the Best Practices Guide. It meets with the 
external auditors, reviews the audit plans, the results of their examination and findings and their 
evaluation of the system of internal controls. The Audit Committee also reviews all the non-audit 
services provided by the external auditors to ensure that such services will not affect the 
independence of the external auditors. It also reviews interested person transactions.

The Audit Committee reviews the financial results of the Company and the consolidated financial 
results of the Group and the auditors’ report thereon and submits them to the Board of Directors. 
The Audit Committee has full discretion to invite any directors and executive directors to attend its 
meetings. There were two Audit Committee Meetings held during the year under review.  

The Audit Committee recommended to the Board of Directors of the Company the nomination of 
Ernst & Young as auditors of the Company at the forthcoming Annual General Meeting. 

REPORT  OF  THE  D IRECTORS
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Auditors

Ernst & Young have expressed their willingness to accept re-appointment as auditors. 

On behalf of the Board of Directors , 

Yap Foo Seong 
Director

Seow Soon Yong 
Director

Singapore
24 March 2005 

REPORT  OF  THE  D IRECTORS
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We, Yap Foo Seong and Seow Soon Yong, being two of the Directors of Yongnam Holdings 
Limited, do hereby state that, in the opinion of the Directors: 

(a) the accompanying balance sheets, consolidated profit and loss account, consolidated 
statement of changes in equity and consolidated cash flow statement together with the notes 
thereto are drawn up so as to give a true and fair view of the state of affairs of the Company 
and of the Group as at 31 December 2004, and of the results of the business, changes in 
equity and cash flows of the Group for the year then ended; and 

(b) the ability of the Company and the Group to continue as going concerns is dependent on 
several factors as described in Note 2(a) to the financial statements in regard to the going 
concern assumption.  In the opinion of the Directors, the successful outcome of these matters 
are paramount, to allow the Company and the Group to meet contingent liabilities and other 
liabilities which have become enforceable or are likely to become enforceable within the 
period of twelve months after the end of the financial year which will or may substantially 
affect the ability of the Company to meet their obligations as and when they fall due. 

On behalf of the Board of Directors, 

Yap Foo Seong 
Director

Seow Soon Yong
Director

Singapore
24 March 2005 

STATEMENT  BY  D IRECTORS
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We have audited the accompanying financial statements of Yongnam Holdings Limited (the 
“Company”) and its subsidiaries (the “Group”), set out on pages 28 to 69 for the year ended 31 
December 2004. These financial statements are the responsibility of the Company’s directors. Our 
responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with Singapore Standards on Auditing.  Those Standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement.  An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements.  An audit also includes assessing 
the accounting principles used and significant estimates made by the Directors, as well as evaluating 
the overall financial statement presentation.   

We did not express an opinion on the financial statements for the year ended 31 December 2003 in 
our auditors’ report dated 12 May 2004 due to the following reasons: 

1. The auditors of a subsidiary, Yongnam Engineering Sdn Bhd (“YNESB”), reported that due 
to the termination and resignation of key accounting and finance personnel during and 
subsequent to the year ended 31 December 2003, the underlying accounting books and 
records of the subsidiary were incomplete and certain supporting accounting documents 
were not available.  Accordingly, they were unable to obtain sufficient and appropriate audit 
evidence for the performance of the audit to enable them to express an opinion on the 
financial statements of the subsidiary. Consequently, we were also unable to assess the 
appropriateness of the financial statements of the subsidiary included in the consolidated 
financial statements.  

2. Uncertainty of the ability of the Company and the Group to continue as going concerns. 

As stated above, we were unable to satisfy ourselves as to the appropriateness of the financial 
statements of YNESB for the year ended 31 December 2003 that had been included in the 
consolidated financial statements of the Group for the year ended 31 December 2003. Since certain 
balance sheet items as at 31 December 2003 of YNESB would affect the determination of the other 
operating income ($21,045), general and administrative expenses ($2,553,604) and exceptional gain 
arising from issue of Malaysian settlement shares ($1,685,049) of YNESB, included in the 
consolidated profit and loss account of the Group in 2004, we were unable to determine whether 
adjustments to these accounts and opening accumulated losses of the Group might be necessary for 
the year ended 31 December 2004.  

In our opinion, except for the effects of such adjustments, if any, as might have been determined to 
be necessary had we been able to assess the appropriateness of the other operating income, general 
and administrative expenses, exceptional gain and opening accumulated losses of the Group  as 
discussed in the preceding paragraph: 

(a) the consolidated financial statements of the Group and the balance sheets of the Group and 
Company are properly drawn up in accordance with the provisions of the Singapore 
Companies Act. Cap 50 (Act) and Singapore Financial Reporting Standards so as to give a 
true and fair view of the state of affairs of the Group and of the Company as at 31 December 
2004, the changes in equity of the Group and Company and of the results and cash flows of 
the  Group for the year ended on that date; and  

(b) the accounting and other records required by the Act to be kept by the Company and those 
subsidiary companies incorporated in Singapore of which we are the auditors have been 
properly kept in accordance with the provisions of the Act. 

AUDI TORS ’  REPORT
To  t he  member s  o f  Yongnam Ho l d i ng s  L im i t ed
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Without further qualifying our opinion, we draw attention to note 2(a) to the financial statements. 
The Group’s current liabilities exceed its current assets by approximately $49.1 million. This factor 
raises substantial doubt that the Company and the Group are able to continue as going concerns. 

As described in the note, the ability of the Company and the Group to continue as going concerns is 
dependent on the following: 

(i) the Group continuing to receive support from its principal banker in relation to the banking 
facilities currently made available to the Group. The bank covenants include minimum 
repayments of $300,000 per month to service both interest and principal sum of the 
revolving short term loan; 

(ii) the Group’s ability to seek alternative financing for the long-term loan of $7.4 million 
granted by Hong Leong Finance (“HLF”) in the event that HLF recalls the loan; 

(iii) adequate project financing facilities available to fund existing and new projects secured by 
the Group; and

(iv) the Group’s ability to secure additional new profitable contracts and generate positive 
cashflows.

If the Company and the Group are unable to continue in operational existence in the foreseeable 
future, the Company and the Group may be unable to discharge their liabilities in the normal course 
of business and adjustments may have to be made to reflect the situation that assets may need to be 
realised other than in the normal course of business and at amounts which could differ significantly 
from the amounts at which they are currently recorded in the balance sheets. In addition, the 
Company and the Group may have to reclassify non-current assets and non-current liabilities as 
current assets and current liabilities respectively.  No such adjustments have been made to these 
financial statements. 

ERNST & YOUNG 
Certified Public Accountants 

Singapore
24 March 2005 

AUDI TORS ’  REPORT
To  t he  member s  o f  Yongnam Ho l d i ng s  L im i t ed
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CONSOL IDATED  PROF I T  AND  LOSS  ACCOUNT  
Fo r  t he  yea r  ended  31  De cembe r  2004

   Group 
    Note 2004 2003 
     $ $ 

Revenue 64,264,708 65,341,102

Direct costs   (47,171,716) (59,353,630)

17,092,992 5,987,472

Production overheads (910,524) (1,966,468)

Gross profit 16,182,468 4,021,004

Other operating income 3 1,123,840 2,455,316

General and administrative expenses  (12,745,789) (14,204,406)

Exceptional items 4 6,704,873 (1,452,958)

Profit/(loss) from operating activities 5 11,265,392 (9,181,044)

Finance income 6 51,814 12,393

Finance costs 7 (3,289,212) (4,739,907)

Profit/(loss) before tax 8,027,994 (13,908,558)

Tax 8 (202,000) (1,637,827)

Net profit/(loss) after tax attributable to shareholders of 
the company 7,825,994 (15,546,385)

Earnings/(loss) per share 9

  - Basic  1.41 cents (7.09) cents

  - Fully diluted  1.40 cents (7.09) cents

The accompanying policies and explanatory notes form an integral part of the financial statements. 
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BALANCE  SHEETS
For  t he  yea r  ended  31  De cembe r  2004

 Group Company 
Note 2004 2003 2004  2003 

$ $ $ $

Property, plant and equipment 10 58,657,655 66,877,203 178,109 -    
Investment property 11 -    -    -    -    
Subsidiaries 12 -    -    22,204,904 16,575,596 
Fixed deposits 13 207,044 131,891 -    -    

Current Assets 
  Steel materials, at cost  1,058,149 1,514,648 -    -    
  Work-in-progress 14 31,396,120 27,406,272 -    -    
  Trade debtors 15 7,377,607 3,083,357 -    -    
 Sundry debtors, deposits and 

    prepayments 16 1,699,409 2,335,497 60,775 43,792
  Fixed deposits 17 795,700 -    -    -    
  Cash and bank balances 17 875,432 4,544,618 10,489 21,794

43,202,417 38,884,392 71,264 65,586

Current liabilities 
  Progress billings in excess of  
   costs 14 3,423,255 1,289,655 -    -    
  Trade creditors  6,249,084 7,418,060 -    -    
  Sundry creditors and accruals 18 17,222,025 26,795,353 442,777 1,258,003 
  Amount due to a subsidiary 12 -   -   628,989 -   
  Amount due to related parties 19 19,330 1,702,853 -    1,702,853 
  Bank borrowings (secured) 20 63,264,867 77,412,281 7,395,819 6,500,176 
  Hire purchase creditors (secured)    24 582,523 584,325 32,658 -    
  Provision for taxation  1,516,015 1,553,297 27,602 27,602

92,277,099 116,755,824 8,527,845 9,488,634 

Net current liabilities (49,074,682) (77,871,432) (8,456,581) (9,423,048) 

Bank borrowings (secured) 20 (5,000,000) -    -    -   
Hire purchase creditors (secured) 24 (1,157,676) (1,449,341) (121,518) -    
Provision for deferred tax 8 (1,528,000) (1,500,000) -    -    

Net assets/(liabilities) 2,104,341 (13,811,679) 13,804,914 7,152,548 

Equity 
Share capital 21 7,427,145 4,363,253 7,427,145 4,363,253 
Share premium  16,465,835 14,317,381 16,465,835 14,317,381 
Capital reserves 22 9,034,945 6,836,632 2,198,313 -    
Foreign currency translation reserve  1,132,295 452,928 -   -    
Accumulated losses  (31,955,879) (39,781,873) (12,286,379) (11,528,086) 

2,104,341 (13,811,679) 13,804,914 7,152,548 

The accompanying policies and explanatory notes form an integral part of the financial statements. 
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CONSOL IDATED  S TATEMENTS  OF  CHANGES  IN  EQU I TY  
Fo r  t he  yea r  ended  31  De cembe r  2004

 Group Company 
Note 2004 2003 2004  2003 

$ $ $ $

Share capital (1)

Balance at beginning of year 4,363,253 34,158,101 4,363,253 34,158,101 
Issue of shares during the year 21 3,063,892 3,713,886 3,063,892 3,713,886 
Capital reduction 21 -    (33,508,734) -    (33,508,734) 
Balance at end of year  7,427,145 4,363,253 7,427,145 4,363,253 

Share premium 
Balance at beginning of year 14,317,381 5,361,217 14,317,381 5,361,217 
Premium on issue of ordinary shares 21 2,148,454 8,956,164 2,148,454 8,956,164   
Balance at end of year  16,465,835 14,317,381 16,465,835 14,317,381 

Capital reserves 
Balance at beginning of year  6,836,632 6,836,632 -    -    

 22 2,198,313 -   2,198,313 -    
Balance at end of year  9,034,945 6,836,632 2,198,313  -    

   
Foreign currency translation reserve  
Balance at beginning of year  452,928 44,017 -    -    
Translation during the year  679,367 408,911 -    -    
Balance at end of year  1,132,295 452,928 -    -    

Accumulated losses 
Balance at beginning of year  (39,781,873) (57,744,222) (11,528,086) (36,295,633) 
Net profit/(loss) for the year  7,825,994 (15,546,385) (758,293) (8,741,187) 
Capital reduction  -    33,508,734 -    33,508,734 

Balance at end of year  (31,955,879) (39,781,873) (12,286,379) (11,528,086) 

Total equity 2,104,341 (13,811,679) 13,804,914 7,152,548 

Change in equity from non-owner 
  sources excluding net profits 679,367 408,911 -    -    

(1) 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 restriction. 

The accompanying policies and explanatory notes form an integral part of the financial statements. 
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CONSOL IDATED  CASH  F LOW STATEMENT
For  t he  yea r  ended  31  De cembe r  2004

Note 2004  2003 
  $  $ 
     
Cash flows from operating activities   
Profit/(loss) before tax  8,027,994  (13,908,558)
Add/(less) :     
  Depreciation   4,823,156 4,920,338 
  Interest income  (51,814)  (12,393)
  Interest expense  3,238,752  4,595,043 
  Impairment charge on property, plant and equipment  -    2,018,283 
  Loss/(gain) on disposal of property, plant and equipment  203,675  (306,951)
  Effects of changes in foreign exchange  1,321,436  835,097 
  Exceptional gain arising from :     
  -  Fee, loan and interest capitalisation  (1,611,634)  -    
  -  Issue of Malaysian settlement shares  (1,685,049)  -    
  -  Debt forgiveness  (3,634,015)  -    
  Net gain from S210 scheme of arrangement  -    (13,123,846)
   Impairment charge on investment property   -     12,161,359 
Operating cash inflow/(outflow) before working capital   
  change 10,632,501 (2,821,628)
     
Changes in operating assets and liabilities :     
  (Increase)/decrease in debtors  (3,658,162) 9,545,621 
  (Decrease)/increase in creditors  (7,483,650)  9,432,830 
  Increase in stocks and work-in-progress  (1,399,749)  (7,001,027)
Cash (used in)/generated from operations  (1,909,060) 9,155,796 
     
Income tax paid  (211,282) (971,236)
Interest paid  (2,555,020)  (2,053,666)
Net cash (outflow)/inflow from operating activities  (4,675,362)  6,130,894 
     
Cash flows from investing activities 
     
Payments for property, plant and equipment  (1,235,538)  (2,448,287)
Interest received  51,814  12,393 
Proceeds from disposal of property, plant and equipment  3,964,295  2,435,457 
Placement of fixed deposit  (75,153) (131,891)
Net cash inflow/(outflow) from investing activities  2,705,418 (132,328)

    
Cash flows from financing activities   
     
Net repayments on borrowings  (3,481,493)  (886,467)
Hire purchase instalments paid  (471,576) (382,039)
Issue of ordinary shares  2,883,120  137,278 
Net cash outflow from financing activities  (1,069,949) (1,131,228)
     
Net change in cash and cash equivalents  (3,039,893) 4,867,338
Cash and cash equivalents at beginning of year  17 (22,446,174)  (27,313,512)
Conversion of bank overdraft to revolving short term loan 20(b)(i) 25,206,044  -    
Cash and cash equivalents at end of year 17 (280,023) (22,446,174)
     
As disclosed in Note 4 and 21, during the year, the Company issued 116,461,353 ordinary shares to 
fully discharge debts amounting to $3,296,683. 

The accompanying policies and explanatory notes form an integral part of the financial statements. 
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1. Corporate information  

Yongnam Holdings Limited, a limited liability company, is incorporated and domiciled in 
Singapore and is listed on the Singapore Exchange Securities Trading Limited.  

The registered office of the Company is located at 51 Tuas South Street 5, Singapore 637644 
which is also its principal place of business. 

The principal activity of the Company is that of investment holding.  The principal activities 
of the subsidiaries are set out in note 12 to the financial statements.  There have been no 
significant changes in the nature of the activities during the financial year.  

 The Group operates in Singapore, Malaysia, Thailand and Hong Kong, and the Group and 
Company employed 532 and Nil employees (2003 : 593 and Nil) respectively as of 31 
December 2004. 

2. Significant accounting policies 

(a) Going concern assumption

The Group’s current liabilities exceed its current assets by approximately $49.1 
million (2003: $77.9 million).  The Group has total borrowings of approximately 
$70 million (2003: $79.4 million) as at 31 December 2004.  

  The Directors have carried out a number of measures during the current financial 
year to stabilise the Group’s financial position. Certain steps taken were as follows: 

 (1) As announced by the Company on 20 November 2003, pursuant to an 
agreement with the UOB Group, the Group’s outstanding facilities of 
approximately $57 million owing to the UOB Group in Singapore as at 31 
December 2003 would be substituted with new banking facilities of $51.6 
million comprising $50.9 million by way of a revolving short term loan and 
$0.70 million in the form of performance guarantees. The Group is required 
to make monthly repayment of $300,000 towards the principal sum and 
interest.  During the year, the new banking facilities were effected.  The 
details of the banking facilities are as discussed in Note 20 below. 

Under the new banking facilities, UOB Group waived $5,834,015 of the 
2003 debt and charged the new interest rates (1% + COF) retrospectively to 
reflect the new banking facilities’ rate with effect from 1 April 2004. 

(2) As further explained in notes 4 and 21 below, pursuant to the shareholders 
approval during the AGM held on 16 June 2004, the Company issued: 

(a) 186,927,872 ordinary shares (rights issue) at the subscription price 
of $0.02 per shares with one free attached warrants for every two 
rights shares; 

(b) 29,919,138 ordinary shares (fee capitalisation shares) in full 
settlement of approximately $1.1m of professional fees; 

(c) 64,328,432 ordinary shares (loan and interest capitalisation shares) 
in full settlement of approximately $2.3m; and 

(d) 22,213,785 ordinary shares (Malaysian settlement shares) in full 
discharge of approximately $2.2m of trade debts. 

NOTES  TO  THE  F INANC IAL  S TATEMENTS  
31  De cembe r  2004
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2. Significant accounting policies (cont’d) 

(a) Going concern assumption (cont’d)

The financial statements have been prepared assuming that the Company and the 
Group will continue as going concerns. The ability of the Company and the Group 
to continue as going concerns is dependent on several factors which include: 

(i) the Group continuing to receive support from its principal banker in relation 
to the banking facilities currently made available to the Group. The bank 
covenants include minimum repayments of $300,000 per month to service 
both interest and principal of the revolving short term loan; 

(ii) the Group’s ability to seek alternative financing for the long-term loan 
granted by Hong Leong Finance (“HLF”) of $7.4 million. The failure to 
secure title to the Springleaf property has resulted in a breach of the existing 
loan covenants imposed by HLF and HLF recalled the loan on 17 
November 2004. On 13 December 2004, HLF agreed to withhold legal 
proceedings against the Group for 6 months until 12 June 2005, provided 
the Group fulfils certain conditions stipulated by HLF, including timely 
minimum payment of $35,000 per month for a period of 6 months towards 
repayment of the outstanding debt. In the event that HLF recalls the loan, 
the Group would have to seek alternative financing to repay HLF;

(iii) adequate project financing facilities available to fund existing and new 
projects secured by the Group; and 

(iv) the Group’s ability to secure additional new profitable contracts and 
generate positive cash flows. 

  The Directors believe that the working capital available to the Group as at the date 
of this report is sufficient for its present requirement. 

  If the Company and the Group are unable to continue in operational existence for 
the foreseeable future, the Company and the Group may be unable to discharge its 
liabilities in the normal course of business and adjustments would have to be made 
to reflect the situation that the assets may need to be realised other than in the 
normal course of business and at amounts which could differ significantly from the 
amounts at which they are currently recorded in the balance sheets.  In addition, the 
Company and the Group may have to  reclassify non-current assets and non-current 
liabilities as current assets and liabilities.  No such adjustments have been made to 
these financial statements. 

(b) Basis of preparation 

  The financial statements have been prepared in accordance with Singapore 
Financial Reporting Standards (FRS) as required by the Companies Act.  

  The financial statements have been prepared on a historical cost basis and on the 
assumption that the Company will continue as a going concern. 

  The accounting policies have been consistently applied by the Company and are 
consistent with those used in the previous financial year. 

 The financial statements are presented in Singapore Dollars. 

NOTES  TO  THE  F INANC IAL  S TATEMENTS  
31  De cembe r  2004
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2. Significant accounting policies (cont’d) 

(c) Principles of consolidation

The consolidated financial statements comprise the financial statements of the 
Company and its subsidiaries after the elimination of all material intragroup 
transactions and resulting unrealised profits.  Unrealised losses resulting from 
intragroup transactions are also eliminated unless costs cannot be recovered.   

 Subsidiaries are consolidated from the date on which control is transferred to the 
Group and cease to be consolidated from the date on which the Group cease to have 
control of the subsidiaries.  Acquisitions of subsidiaries are accounted for using the 
purchase method of accounting. 

The consolidated financial statements are prepared using uniform accounting 
policies for like transactions and other events in similar circumstances.  

For acquisitions prior to 1 January 2001, the excess of the Company’s share of the 
net assets of a subsidiary at acquisition date over the cost to the Company is 
included in capital reserve on consolidation in shareholders’ equity. Goodwill on 
acquisition of subsidiaries, associated company and businesses on or after 1 January 
2001 will be included in goodwill on consolidation and amortised on a straight line 
basis over its useful economic life of up to a maximum of 20 years. 

(d) Subsidiaries

A subsidiary is a company in which the Group, directly or indirectly, holds more 
than 50% of the issued and paid-up share capital, or controls more than half of the 
voting power, or controls the composition of the board of directors. 

In the Company’s separate financial statements, investments in subsidiaries are 
accounted for at cost less impairment losses. 

(e) Foreign currency translation 

Transactions in foreign currencies are measured in Singapore Dollars and  recorded 
at exchange rates approximating those ruling at the transaction dates.  Foreign 
currency monetary assets and liabilities are measured using the exchange rates 
ruling at balance sheet date.  Non-monetary assets and liabilities are measured using 
the exchange rates ruling at the transaction dates or, in the case of items carried at 
fair value, the exchange rates that existed when the values were determined.  All 
resultant exchange differences are recognised in the income statement. 

Assets and liabilities of foreign entities are translated into Singapore Dollars 
equivalents at exchange rates ruling at balance sheet date.  Revenue and expenses 
are translated at average exchange rates for the year, which approximates the 
exchange rates at the dates of the transactions.  All resultant exchange differences 
are taken directly to equity.  On disposal of a foreign entity, accumulated exchange 
differences are recognised in the profit and loss account as a component of the gain 
or loss on disposal. 

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are 
treated as assets and liabilities of the acquiring entity and are recorded at the 
exchange rate at the date of the transaction. 

NOTES  TO  THE  F INANC IAL  S TATEMENTS  
31  De cembe r  2004
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2. Significant accounting policies (cont’d) 

(f) Property, plant and equipment

 Property, plant and equipment are stated at cost less accumulated depreciation and 
any impairment in value. The costs of self-constructed leasehold buildings and 
capital work-in-progress include costs of construction that relate directly to the 
specific asset and costs that are attributable to the construction activity in general 
that can be allocated to the specific asset. Upon completion, capital work-in-
progress costs are reclassified as leasehold properties and depreciated accordingly.  
Borrowing costs are capitalised until all activities necessary to prepare the asset for 
its intended use are completed.   

When the carrying amount of an asset is greater than its estimated recoverable 
amount, it is written down immediately to its recoverable amount.   

Depreciation is computed on a straight line basis over their estimated useful lives as 
follows:

 Leasehold properties  -  Over the remaining term of lease  
       period 
 Plant and machinery  -  5 to 10 years 
 Motor vehicles  -  3 to 6 years 
 Office equipment and furniture  -  3 to 10 years 
 Cranes   -  5 to 20 years 
 Steel beams and columns - 15 years taking into consideration 
      the estimated residual values 

(g) Investment properties

 Investment properties are investments in properties that are not occupied 
substantially for use by or in the operations of the group.  They are accounted for as 
long-term investments and are carried in the balance sheet at revalued amounts 
based on annual directors’ valuation.  Professional valuation is made once in every 
three years. 

 The surplus on revaluation is credited directly to revaluation reserve unless it 
reverses a previous revaluation decrease relating to the same class of assets, which 
was previously recognised as an expense.  In these circumstances the increase is 
recognised as income to the extent of the previous write down.  Any deficit on 
revaluation is recognised as an expense unless it reserves a previous surplus relating 
to that asset, in which case it is charged against any related revaluation surplus, to 
the extent that the decrease does not exceed the amount held in the revaluation 
surplus in respect of that same class of assets.  Any balance remaining in the 
revaluation surplus in respect of an investment property, is transferred directly to 
accumulated profits on retirement or disposal of the property. 

(h) Steel materials

 Steel materials are stated in the financial statements at the lower of cost and net 
realisable value. Cost is determined using the weighted average method. 

NOTES  TO  THE  F INANC IAL  S TATEMENTS  
31  De cembe r  2004
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2. Significant accounting policies (cont’d) 

(i) Work-in-progress

 Work-in-progress is stated at costs plus attributable profits less losses and progress 
payments received and receivable on uncompleted contracts. Costs include 
materials, labour and other direct and indirect expenses attributable to the 
construction activity. 

 Provision for the total anticipated loss on construction contracts is recognised in the 
financial statements as soon as the possibility of loss is ascertained.  

 Provision for liquidated damages for the late completion of projects is made where 
there is a contractual obligation and written notice is received from customers, and 
where in management’s opinion an extension of time is unlikely to be granted. 

(j) Trade and other debtors

 Trade debtors, which generally have been granted on between 30 and 90 days credit 
terms, are recognised and carried at original invoice amount less an allowance for 
any uncollectible amounts.  An estimate for doubtful debts is made when collection 
of the full amount is no longer probable.  Bad debts are written off as incurred. 

(k) Cash and cash equivalents

 Cash and cash equivalents comprise cash on hand and at bank, demand deposits and 
short-term, highly liquid investments readily convertible to known amounts of cash 
and subject to any insignificant risk of change in value. 

 Short-term deposits, which are held to maturity, are carried at amortised cost. 

 For the purposes of the cash flow statement, cash and cash equivalents are shown 
net of outstanding bank overdrafts which are repayable on demand and which form 
an integral part of the group’s cash management. 

(l) Trade and other creditors 

Liabilities for trade and other creditors, which are normally settled on 30 – 90 day 
terms, are carried at cost. 

Payables to related parties are carried at cost. 

(m) Provisions 

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

NOTES  TO  THE  F INANC IAL  S TATEMENTS  
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2. Significant accounting policies (cont’d) 

(n) Borrowings 

Borrowing costs are generally expensed as incurred.  Borrowing costs are 
capitalised if they are directly attributable to the acquisition, construction or 
production of a qualifying asset.  Capitalisation of borrowing costs commences 
when the activities to prepare the asset are in progress and the expenditure and 
borrowing costs are being incurred.  Borrowing costs are capitalised until the assets 
are ready for their intended use.  If the resulting carrying amount of the asset 
exceeds its recoverable amount, an impairment loss is recorded. 

Borrowings are initially recognised at cost, being the fair value of the consideration 
received net of issue costs associated with the borrowings. 

(o) Leases 

Finance lease 

Finance leases, which effectively transfer to the Group substantially all the risks and 
benefits incidental to ownership of the leased item, are capitalised at the present 
value of the minimum lease payments at the inception of the lease item.  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 the income statement as and when 
incurred.

Capitalised leased assets are depreciated over the shorter of the estimated useful life 
of the asset or the lease term. 

Operating lease 

Leases where the lessor effectively retains substantially all the risks and benefits of 
ownership of the leased item, are classified as operating leases.  Operating lease 
payments are recognised as an expense in the income statement 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. 

(p) Impairment of assets 

Assets are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount of an asset may not be recoverable.  Whenever the 
carrying amount of an asset exceeds its recoverable amount, an impairment loss is 
recognised in the income statement or treated as a revaluation decrease for assets 
carried at revalued amount to the extent that the impairment loss does not exceed the 
amount held in the revaluation surplus for that same asset. 

Reversal of impairment losses recognised in prior years is recorded when there is an 
indication that the impairment losses recognised for the asset no longer exist or have 
decreased.  The reversal is recorded as an income or as a revaluation increase.  
However, the increased carrying amount of an asset due to a reversal of an 
impairment loss is recognised to the extent it does not exceed the carrying amount 
that would have been determined (net of amortisation or depreciation) had no 
impairment loss been recognised for that asset in prior years. 

NOTES  TO  THE  F INANC IAL  S TATEMENTS  
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2. Significant accounting policies (cont’d) 

(q) Warrants 

The assigned fair value of the warrants is capitalised as capital reserve.  The value of 
warrants, when exercised by the holder, is capitalised as share premium.  At the 
expiry of the warrants, if the warrants are not exercised, the balance of the capital 
reserve account in respect of warrants not exercised will become a distributable 
reserve.

(r) Construction contracts 

Contract revenue and contract costs are recognised as revenue and expenses, 
respectively, by reference to the stage of completion of the contract activity at the 
balance sheet date, when the outcome of a construction contract can be estimated 
reliably.  An expected loss on the construction contract is recognised as an expense 
immediately when is it probable that total contract costs will exceed total contract 
revenue.

(s) Revenue 

Revenue and profit from contracts are recognised using the percentage of 
completion method based on the proportion of costs incurred to-date in relation to 
the latest estimated total costs of the contract. The percentage of completion method 
is used for construction contracts where the outcome can be reliably estimated. 

(t) Employee benefits  

Pensions and other post employment benefits 

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

Employee leave entitlement 

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

Employee share incentive scheme 

The company has an employee share incentive scheme for the granting of non-
transferable options.  No compensation cost is recognised upon granting or the 
exercise of the options.  When the options are exercised, the proceeds received net 
of any transaction costs are credited to share capital and share premium accordingly. 
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2. Significant accounting policies (cont’d) 

(u) Income tax 

Deferred income tax is provided, using the liability method, on all temporary 
differences at the balance sheet date between the tax bases of assets and liabilities 
and their carrying amounts for financial reporting purposes.  Deferred tax assets and 
liabilities are measured using the tax rates expected to apply to taxable income in the 
years in which those temporary differences are expected to be recovered or settled 
based on tax rates enacted or substantively enacted at the balance sheet date. 

Deferred tax liabilities are recognised for all taxable temporary differences 
associated with investments in subsidiaries and associates, except where the timing 
of the reversal of the temporary difference can be controlled and it is probable that 
the temporary difference will not reverse in the foreseeable future. 

Deferred tax assets are recognised for all deductible temporary differences, carry-
forward of unused tax assets and unused tax losses, to the extent that it is probable 
that taxable profit will be available against which deductible temporary differences, 
carry-forward of unused tax assets and unused tax losses can be utilised. 

At each balance sheet date, the Group re-assesses unrecognised deferred tax assets 
and the carrying amount of deferred tax assets.  The Group recognises a previously 
unrecognised deferred tax asset to the extent that it has become probable that future 
taxable profit will allow the deferred tax asset to be recovered.  The Group 
conversely reduces the carrying amount of a deferred tax asset to the extent that it is 
no longer probable that sufficient taxable profit will be available to allow the benefit 
of part or the entire deferred tax asset to be utilised. 

Deferred tax are charged or credited directly to the equity if the tax relates to items 
that are credited or charged, in the same or a different period, directly to equity. 

(v) Segment reporting 

A segment is a distinguishable component of the Group that is engaged either in 
providing products or services, or in providing products or services within a 
particular economic environment, which is subject to risks and rewards that are 
different from those of other segments. 

Segment information is presented in respect of the Group’s segments.  The primary 
format, by geographical segments is based on the Group’s management and internal 
reporting structure. 

Inter-segment pricing, if any, is determined on an arm’s length basis. 

Segment results, assets and liabilities include items directly attributable to a segment 
as well as those that can be allocated on a reasonable basis. 

Segment capital expenditure is the total cost incurred during the period to acquire 
segment assets which are expected to be used for more than one period. 
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2. Significant accounting policies (cont’d) 

(v) Segment reporting (cont’d) 

Geographical segments

 The Group operates in four geographical areas, namely Singapore, Malaysia, 
Thailand and Hong Kong.  Singapore and Malaysia are major markets for these 
revenue.

 In presenting information on the basis of geographical segments, segment revenue is 
based on the geographical location of customers.  Segment assets and capital 
expenditure are based on the geographical location of the assets. 

 Segmental Accounting Policies are the same policies of the Group as described in 
Note 2. 

3. Other operating income 

  Group 
    2004  2003 

      $  $ 

Included in other operating income :      
-  gain on disposal of property, plant and equipment   -     306,951 
-  rental income   268,916  346,811 
-  sale of scrap materials   816,193  296,568 

4. Exceptional items 

Group
2004  2003 

  $  $ 

Gain arising from shares settlement of fees, loan, interest  
and trade debts (1), (2),(3) 3,296,683 -

Gain arising from debt forgiveness (4)  3,634,015  -    
Expenses relating to rights issue  (225,825)  -    
Provision for impairment charge for leasehold properties  -     (1,810,791)
Provision for impairment on investment property   -     (12,161,359)
Exceptional gain arising from implementation of the S210 

Scheme of Arrangement - 13,722,823
Expenses relating to the S210 Scheme of Arrangement  -     (598,977)
Provision for doubtful recovery of sundry debtors and 

deposits - (604,654)
  6,704,873 (1,452,958)
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4. Exceptional items (cont’d) 

 During the year, the Company issued: 

 (1) 29,919,138 ordinary shares of par value $0.01 each to certain professionals at an 
issue price of $0.0371 each, in settlement of approximately $1.1 million owing to 
these professionals.  The fair value of the shares issued is $0.02 each. 

(2) 64,328,432 ordinary shares of par value of $0.01 each at an issue price of $0.0371 
each, in settlement of the $1.7 million in principal and $0.7 million of interest 
owing to Yongnam Private Limited ("YNPL"), a related company in which some 
directors have substantial interests in.  The fair value of the shares issued is $0.02 
each.

 (3) 22,213,785 ordinary shares of par value of $0.01 each at an issue price of $0.10 to 
certain trade creditors of YNESB, for settlement of approximately $2.2 million 
owing by YNESB.  The fair value of the shares issued is $0.02 each. 

Upon the issuance of the above ordinary shares in (1) - (3), an exceptional gain of 
$3,296,683 arises from the difference between the issue prices and the fair value of the 
above 116,461,355 ordinary shares as at date of issue of shares.   

Further analysis of the exceptional gain arising from (1), (2) and (3) above is as follows:  

     2004
     $ 

Settlement of debts:      
(a) in respect of amounts owed to certain  

professionals settled by issue of 29,919,138 
shares

     

1,110,000
(b)   in respect of principal and interest owed to 

YNPL settled by issue of 64,328,432 shares 
     

2,386,585
(c)   in respect of amounts owed to certain trade 

creditors of YNESB settled by issue of 
22,213,785 shares 

     

2,129,324      
     5,625,909 

Issue of 116,461,355 ordinary shares computed at fair 
value

     
(2,329,226)

     3,296,683 

 (4)  Pursuant to the debt forgiveness arrangement with UOB Group, the Company 
issued an aggregate of 219,831,324 warrants of fair value of $0.01 to rights 
subscribers and UOB Group.  The exceptional gain arising from the debt 
forgiveness is further analysed as follows: 

     2004
     $ 

 Debt forgiveness from UOB Group (Note 20)     5,834,015 
 Warrants issued (219,831,324 warrants issued
   at fair value $0.01 each) 

     
(2,198,314)

 Amount paid in deficient warrants to UOB     (1,686)
     3,634,015 
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5. Profit/(loss) from operating activities 

 The following items have been included in arriving at the profit/(loss) from operating 
activities:

  Group 
    2004  2003 

      $  $ 

Auditors’ remuneration     
  -  Auditors of the company     
      - Audit fee  (150,000)  (120,000)
      - Non-audit fee  (18,500)  -    
  -  Other auditors  (14,509)  (16,488)
Provision for doubtful trade debts (Note 15)  (2,041,434)  (1,915,052)
Trade debts written off  -     (263,323)
Sundry debtors, deposits and prepayments written off  -     (604,654)
Rental expense – operating lease  (725,486)  (1,209,386)
Depreciation of fixed assets  (4,823,156)  (4,920,338)
Impairment of fixed assets  -     (14,179,642)
Loss on disposal of property, plant and equipment  (203,675)  -    
Staff costs  (10,290,102)  (9,744,767)
Foreign exchange loss  (832,882)  (349,576)
Prior year under-recognition of cost  (343,298)   (787,462)
Prior year over-recognition of revenue  -     (1,738,442)
Contributions to defined contribution pension scheme  (821,520)  (827,811)

6. Finance income 

  Group 
    2004  2003 

      $  $ 

Interest income  51,814  12,393 

7. Finance cost 
  Group 

    2004  2003 
      $  $ 

Interest expenses :     
-  bank borrowings  2,396,027  3,244,436 
-  hire purchase  113,077  113,490 
-  related party  683,732  -    
-  other interest charges  45,916  1,237,117 
Bank charges  50,460  144,864 
  3,289,212 4,739,907 
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8. Income tax 

 Major components of income tax expense for the years ended 31 December were : 

Group
2004  2003 

  $  $ 
     

Current tax - Singapore  174,000  -    
                   - Foreign  -     1,637,827 
Deferred tax - Singapore  28,000  -    
  202,000 1,637,827 

 A reconciliation between the tax expense and the product of accounting profit/(loss) 
multiplied by the applicable tax rate for the years ended 31 December is as follows: 

Group
2004  2003 

  $  $ 
     
Profit/(loss) before tax  8,027,994  (13,908,558)
    
Tax calculated at tax rate of 20% (2003 : 22%)  1,605,599  (3,059,883)
    
Adjustments:    
    
Tax effect of partial exemption  (10,500)  -   
Tax payable for profitable foreign subsidiary not 
  available for group set-off - 708,315
Tax effect of expenses not deductible for tax purposes  1,199,761  5,322,916
Tax effect of income not subject to tax  (737,042)  (705,506)
Deferred tax assets not recognised  258,435  616,912
Utilisation of deferred tax assets previously not  
  recognised (2,100,180) (1,511,919)
Tax effect of different tax rates applicable to overseas 
  subsidiary companies (76,976) 266,992
Others  62,903 -    
  202,000 1,637,827 
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8. Income tax (cont’d) 

 Deferred tax assets and liabilities are offset when there is a legally enforceable right to set 
off current tax assets against current tax liabilities when the deferred income taxes relate to 
the same fiscal authority.  The following amounts, determined after appropriate offsetting, 
are shown in the consolidated balance sheet : 

  Group 
    2004  2003 

      $  $ 
        
Deferred tax liabilities     1,528,000 1,500,000 

This could be analysed as follows: 

Group
2004  2003 

  $  $ 
     

Difference in depreciation  28,000  -    
Others*                     1,500,000   1,500,000 
  1,528,000 1,500,000 

* relates to provision for taxation on the profit of the sale of a subsidiary’s leasehold 
properties in prior years. 

 As at 31 December 2004, based on latest available tax assessment, certain subsidiaries in 
Singapore have unutilised tax losses of approximately $42,300,000 (2003 : $39,700,000) 
and unabsorbed capital allowances of nil (2003 : $17,000,000) available for offsetting 
against future taxable income subject to confirmation by the tax authorities, and there being 
no substantial change in shareholders in accordance with the relevant provisions of the 
Income Tax Act. 

 In addition, certain overseas subsidiaries have unutilised tax losses carried forward of 
approximately $11,264,000 (2003 : $22,700,000).  The availability of these losses is 
subject to meeting certain statutory requirements by that overseas subsidiaries in their 
country of operations. 

 Tax effect of temporary differences for which no deferred tax asset is recognised : 

  Group 
    2004  2003 

      $  $ 

Unutilised tax losses  10,586,000 13,728,000 
Unabsorbed capital allowance  -    3,740,000 
Other temporary difference  (2,655,000) (3,455,000)

    
  7,931,000 14,013,000 
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9. Earnings/(loss) per share 

 Basic earnings/(loss) per share is calculated by dividing the net profit/(loss) attributable to 
ordinary shareholders by the weighted average number of ordinary shares outstanding 
during the year. 

 The following reflects the income and share data used in the basic and diluted 
earnings/(loss) per share computations for the years ended 31 December: 

Group
2004  2003 

  $  $ 
     
Net profit/(loss) attributable to ordinary shareholders for    
  basic and diluted earnings/(loss) per share  7,825,994 (15,546,385)

   
Weighted average number of ordinary shares on issue     
  applicable to basic earnings/(loss) per share  555,626,671  218,842,745 
     
Adjustments for share options  2,494,577  -    
     
Weighted average number of ordinary shares for     
  diluted earnings/(loss) per share  558,121,248  218,842,745 

No fully diluted loss per share was computed in 2003, as the share options were anti-
dilutive.
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10. Property, plant and equipment (cont’d) 

  Motor 
vehicles

    $ 
     
Company    
   
Cost
  Additions during the year and balance at 31 December 

2004 228,008
   
Accumulated depreciation 
 Depreciation charge for the year and balance at 
   31 December 2004 49,899

Net book value 
 At 31 December 2004   178,109

As at 31 December 2004, the Company has motor vehicles under hire purchase contracts 
with a net book value of $176,484. 

Details of the leasehold properties at 31 December 2004 are as follows : 

Location

Site area 
(square
metres)

Build-up
area

(square
metres) Tenure of lease 

    
51 Tuas South Street 5, 
Singapore # 

75,619 26,511 30 years expiring on 31 March 
2028 subject to the fulfilment of 
conditions

    
PLO No. 3 
Pontian Industrial Estates, 
Johore, Malaysia 

8,094 2,748 60 years expiring on 16 August 
2054

    
PLO No. 7 
Pontian Industrial Estates, 
Johore, Malaysia 

8,094 3,520 60 years expiring on 18 August 
2058

    

# Lease title of 51 Tuas South Street 5 has not been obtained as the subsidiary is 
still in the process of fulfilling certain criteria as set out by Jurong Town 
Corporation.
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11. Investment property 

Group
2004  2003 

  $  $ 
     
Cost    
  Balance at beginning of year and end of year  12,161,359 12,161,359
  Provision during the year and balance at end of year  (12,161,359) (12,161,359)
   
Net carrying value  -    -

 The investment property, located at Anson Road, Singapore, consists of office space on the 
23rd storey of Springleaf Tower, an office block, with an unexpired lease of 99 years from 
1 October 1996. The property is pledged for a long-term loan due to Hong Leong Finance 
(“HLF”) (Note 20). 

A legal dispute over the ownership of this investment property arose between the Group 
and a joint developer of the Springleaf Tower. On 2 December 2003, the court ruled in 
favour of the joint developer and the Group has appealed against this judgement. On 18 
August 2004, the Court of Appeal dismissed the Group’s appeal for the right of ownership. 

 A full provision for this investment property has since been made in prior year in view of 
the uncertainty of this matter. 

 The paramount mortgagee of the property at Springleaf Tower  had taken foreclosure action 
against the Group in relation to the property following the dismissal of the appeal by the 
Court of Appeal on 18 August 2004. The Group had filed affidavits in September 2004 to 
object the foreclosure by the paramount mortgagee. 

 In view of the uncertainty of the foreclosure issue of the investment property, the full 
provision for impairment loss remains. 

12. Subsidiaries 

Company
2004  2003 

  $  $ 
     
(a)        Unquoted shares, at cost  38,433,208 25,439,790 
             Due from subsidiaries (non-trade)  26,922,780 33,895,998
     
  65,355,988 59,335,788
             Less : Impairment loss in subsidiary  (25,431,590) (25,431,590)
                       Provision for doubtful receivables  (17,719,494) (17,328,602)
     
  22,204,904 16,575,596
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12. Subsidiaries (cont’d) 

 The amounts due from subsidiaries are unsecured, interest-free (2003 : 5.83% to 
5.88% per annum charged on $14,438,854 due from a subsidiary and the 
remaining amounts were interest-free) and are not receivable within the next 
twelve months. 

Company
2004  2003 

  $  $ 

     
(b)        Due to a subsidiary (non-trade)  (628,989)  -    
     

 The amount due to a subsidiary is unsecured, interest-free and repayable on 
demand. 
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12. Subsidiaries (cont’d) 

 (c) Details of subsidiaries are as follows: 

Name

Country of 
Incorporation

and place 
of business Cost of investment 

Interest held 
By the Group 

Principal
activity

2004 2003 2004 2003 
  $ $ % %  
Held by the
  Company 

      

       
Yongnam Engineering 
   & Construction 
   (Private) Limited * 

Singapore 37,945,499 25,043,060 100 100 Engineering
contractors

       
Yongnam  
  Development Pte Ltd* 

Singapore 2 2 100 100 Property 
investment 

       
Yongnam Investment 
  Pte Ltd * 

Singapore 2 2 100 100 Investment 
holding

       
Yongnam Engineering 
  Sdn Bhd **** 

Malaysia 388,525 388,525 70 70 Engineering
contractors

       
Jiwa Harmoni Offshore 
Sdn Bhd **** 

Malaysia -    1 - 100 Engineering 
contractors

       
Yongnam Engineering 
  & Construction
  (Thailand) Ltd **# 

Thailand 99,180 8,200 48.4 48.4 Engineering
contractors

       
   

38,433,208 25,439,790
   

       
Held by subsidiaries       

      
Held by Yongnam 
Engineering & 
Construction
(Private) Limited  : 

      

       
YNE Project 
   Engineering (Private) 
   Limited * 

Singapore   100 100 Engineering
contractors

       
Yongnam Engineering 
  (Hong Kong) Ltd *** 

Hong Kong   100 100 Engineering 
contractors

       
Held by Yongnam 
Engineering Sdn 
Bhd : 

      

       
Polifond Technologies 
  Sdn Bhd **** 

Malaysia   70 70 Dormant 
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NOTES  TO  THE  F INANC IAL  S TATEMENTS  
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12. Subsidiaries (cont’d) 

Name

Country of 
Incorporation

and place 
of business Cost of investment 

Interest held 
By the Group 

Principal
activity

2004 2003 2004 2003 
  $ $ % %  
Held by YNE Project 
Engineering (Private) 
Limited : 

      

       
  Jiwa Harmoni Offshore 
  Sdn Bhd ****

Malaysia   100 -   Engineering
contractors

*  Audited by Ernst & Young, Singapore. 
**  Audited by Ernst & Young, Thailand. 
***  Audited by Ernst & Young, Hong Kong. 
**** Audited by SQ Morison, Chartered Accountants (Malaysia). 

# The Group holds 48.4% (2003 : 48.4%) voting rights in Yongnam Engineering & Construction 
(Thailand) Ltd (“YNET”). In accordance with the Singapore Companies Act, Cap. 50, the Group 
considers YNET as a subsidiary by virtue of the Group having board control. Accordingly, the 
results and net assets of the subsidiary have been included in the consolidated financial 
statements.  

13. Fixed deposits 

 The fixed deposits are pledged to secure banking facilities granted to subsidiaries. The weighted 
average effective interest rate at the balance sheet date is 1.21% (2003: 1.47%) per annum. 

14. Work-in-progress/(progress billings in excess of costs) 

Group
2004  2003 

  $  $ 
     
Contract costs incurred to date  149,854,805 134,648,150
Attributable profit less recognised losses to date  32,937,120 15,088,096
    
  182,791,925 149,736,246
Progress billings  (154,819,060) (123,619,629)
    
  27,972,865 26,116,617
    
   
Disclosed as :    
Work-in-progress  31,396,120  27,406,272
Progress billings in excess of costs  (3,423,255)  (1,289,655)
  27,972,865 26,116,617
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15. Trade debtors 

Group
2004  2003 

  $  $ 

Trade debtors are stated after deducting provision for    
  doubtful debts of :  4,100,040 2,898,050
     
   
  Balance at beginning of year  2,898,050 1,971,784
  Provision during the year  2,041,434 1,915,052
  Bad debts written-off against provision  (834,479)  (980,640)
  Exchange rate adjustments  (4,965)  (8,146)
     
  Balance at end of year  4,100,040 2,898,050

16. Sundry debtors, deposits and prepayments

Group  Company 
2004  2003  2004  2003 

  $  $  $  $ 
        
Sundry debtors  345,122 876,090 -     -    
Deposits  456,857 2,308,003  59,560  2,069,342 
Prepayments  40,817 1,349,466  1,215  1,215 
Staff loans  99,355 3,033  -     -    
Duties recoverable*  762,545 421,348  -     -    
Others  6,300 6,570  -     -    
        
  1,710,996 4,964,510  60,775  2,070,557 
Less : Provision for        
  doubtful recovery        
  of sundry debts and         
  deposits  (11,587) (2,629,013)  -     (2,026,765)
        
  1,699,409 2,335,497  60,775  43,792 

 Included in the 2003 deposits was an amount of $2,026,765 representing deposits paid in 
respect of the Company’s proposed investment in a power plant in Philippines. This amount 
was fully provided for in the previous year and written off in 2004. 

 *  comprising goods and services taxes and value added taxes. 
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17. Cash and cash equivalents 

 Cash and cash equivalents consist of cash on hand and balances with banks less bank 
overdrafts.  Cash and cash equivalents included in the cash flow statement comprise the 
following balance sheet amounts : 

Group
2004  2003 

  $  $ 
     
    
Fixed deposits   795,700 -
Cash and bank balances  875,432 4,544,618
Bank overdrafts (Note 20)  (1,951,155) (26,990,792)
     
  (280,023) (22,446,174)

 The weighted average effective interest rate of fixed deposits at the balance sheet date is 
0.75% (2003: nil) per annum. 

18. Sundry creditors and accruals

Group  Company 
2004  2003  2004  2003 

  $  $  $  $ 
        
Accrued operating 
  expenses 16,650,207 24,550,853 260,777 1,077,503
Provision for 
  directors’ fees  50,000 65,500 50,000 65,500
Directors’ fees 
  payable 132,000 115,000 132,000 115,000
Advances from  
  customers - 2,064,000 - -
Provision for directors’ 
  performance bonus 389,818 - - -
        
  17,222,025 26,795,353  442,777  1,258,003 

19. Amount due to related parties

Group  Company 
2004  2003  2004  2003 

  $  $  $  $ 
        
Trade   19,330 -    -      -    
Non-trade  -    1,702,853  -     1,702,853 
        
  19,330 1,702,853  -     1,702,853 
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19. Amount due to related parties (cont’d)

 Related parties refer to companies in which certain directors and substantial shareholders 
have a substantial financial interest. 

 The non-trade balance due to a related party in 2003 was unsecured.  During the year, 
interest of $683,732 was approved for payment by the shareholders.  The total balance of 
$2,386,585 was repaid during the year as disclosed in Note 4. 

20. Bank borrowings (secured)

 (a)  

 (i)  Current 

Group  Company 
2004  2003  2004  2003 

  $  $  $  $ 
        
Trust receipts  -    6,641,257 -     -    
Bank overdrafts   1,951,155 26,990,792  -     -    
Short-term bank loans  8,979,461 19,159,094  -   -    
Revolving short term   
  loan (secured) 44,938,432 1,113,164 - -
Current portion of 
  long-term bank loans 7,395,819 23,507,974 7,395,819 6,500,176
        
  63,264,867 77,412,281  7,395,819  6,500,176 

(ii)  Non-current 

Term loan  5,000,000 -   -     -    
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20. Bank borrowings (secured) (cont’d)

 (b) Details of the Group’s borrowings are as follows :

 (i) Trust receipts, long-term bank loan, short-term bank loan and bank 
overdrafts repayable on demand of aggregate amount of $53,759,341 for the 
Group in 2003 were secured by way of:  

- legal mortgage of the Group’s leasehold property at Tuas South 
Street 5, Singapore (Note 10); 

- fixed and floating charges on the assets of a subsidiary  
- corporate guarantee for $84 million by the company  
- joint and several guarantees of certain directors  
- Group’s investment property (Note 11) 
- Group’s property at Senoko Way 
- floating charge of the assets of a subsidiary 

 As announced by the Company on 20 November 2003, pursuant to an 
agreement with the UOB Group, the Group’s outstanding facilities of 
approximately $57 million owing to the UOB Group in Singapore as at 31 
December 2003 was substituted with new banking facilities of $51.6 million 
comprising $50.9 million by way of a revolving short term loan and $0.7 
million in the form of performance guarantees. The Group is required to 
make monthly repayment of $300,000 towards the principal sum and 
interest.  During the year, the new banking facilities were effected.

Analysis of the conversion of outstanding facilities is as follows: 

 $ 

Trust receipts 8,153,602 
Bank loans 17,522,557 
Bank overdraft 25,206,044 

 50,882,203 
Less : Debt forgiveness from UOB Group (note 4) (5,834,015) 

 45,048,188 
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20. Bank borrowings (secured) (cont’d)

 (b) Details of the Group’s borrowings are as follows : (cont’d)

The new banking facilities are secured by, inter alia, the following: 
(1) a legal mortgage over the Group’s property at 51 Tuas South Street 

5;
(2) a debenture over Yongnam Engineering & Construction Pte Ltd’s 

assets and future undertaking, property, assets, revenue and rights; 
(3) an existing corporate guarantee for $84 million by the Company; 
(4) an all-monies debenture over the Company’s assets and future 

undertakings, property, assets, revenue and rights; and 
(5) a corporate guarantee for $51,570,030 by a subsidiary. 

The interest rates on the new banking facilities are as follows: 
(1) cost of funds of the UOB Group (“COF”) plus 1% per annum for 

the first year; 
(2) COF plus 1.5% per annum for the second year; and 
(3) COF plus 2% per annum for the third year and thereafter. 

The covenants of the new banking facilities include: 
(1) Minimum payment of $300,000 per month to service both interest 

and principal; 
(2) The Group undertakes to repatriate profits and/or surplus from 

YNET and Yongnam Engineering (Hong Kong) Ltd; and 
(3) The Group undertakes to sell and lease back the JTC property at 51 

Tuas South Street 5 at terms and conditions acceptable to the bank. 
The full sales proceeds of the said property shall be utilized to 
reduce the loan. 

Under the new banking facilities, UOB Group forgave $5,834,015 and  
charged the new interest rates (1% + COF) retrospectively to reflect the new 
banking facilities’ rate with effect from 1 April 2004.  

(ii)   A long-term loan of $7,395,819 (2003: $6,500,176) for the Group and 
Company is secured on the Group’s investment property (Note 11) and is 
repayable over 15 years. As stated in note 2(a)(ii), the long-term loan has 
been reclassified as current as the Group has breached certain bank 
covenants and HLF has recalled the loan on 17 November 2004. On 13 
December 2004,  HLF agreed to withhold the legal action against the Group 
for 6 months from 13 December 2004 until 12 June 2005.  

 (iii)  A long-term loan of $1,498,000 for the Group in 2003, secured on the 
Group’s property at Senoko Way, Singapore, was repaid during the year. 

 (iv)  A short-term loan of HK$68 million for the Group is secured by way of a 
floating charge on the assets of a subsidiary, corporate guarantee for HK$68 
million given by the Company and similar amount given by another 
subsidiary. The amount is repayable in one lump sum on 31 December 
2004. The outstanding loan amount is $8,979,461 (HK$42.76 million) 
[2003: $14,541,600 (2003: HK$66.4 million)]. 

(v) The long-term loan of RM758,078 and bank overdrafts of RM4,770,517 of 
a subsidiary were repaid during the year. As at 31 December 2004, the 
outstanding amount of revolving short term loan of the subsidiary is 
$1,098,840 (2003: $1,113,164). All the above are secured by way of a first 
legal charge on the Group’s leasehold property at Pontian Industrial Estates, 
Malaysia and several deposits of certain directors.  
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20. Bank borrowings (secured) (cont’d)

 (b) Details of the Group’s borrowings are as follows : (cont’d)

 (v) Bank overdraft of $1,352,919 (2003:$489,286) and non-current bank loan 
of $5 million (2003: nil) are secured by the following: 

(1) Existing letter of set-off in respect of deposit of not less than 
$118,000 placed with the UOB Group; 

(2) Fixed and floating charge to be executed over all the Company’s 
and a subsidiary’s assets and future undertaking, property, assets, 
revenue and rights;

(3) Corporate guarantee for $15 million by the Company and a 
subsidiary respectively; 

(4) Legal assignments of the contracts in relation to 7 projects; and 
(5) Legal assignments of all insurances in relation to the projects. 

The non-current bank loan bears interest at 1.5% per annum over UOB’s 1-
month Cost of Funds and is repayable by 20 quarterly instalments of 
$250,000 each.  The first instalment is due three months from the first 
anniversary of the first drawdown of the loan on 31 December 2004. 

 (vi) Bank overdraft of $553,775 (2003: nil) is secured by corporate guarantee for 
RM6.85 million by the Company and three subsidiaries respectively. 

 (c) Effective interest rates 

  The weighted average effective interest rates per annum at the balance sheet date are 
as follows: 

Group  Company 
2004  2003  2004  2003 

 %  %  %  % 

Trust receipts 1.33 7.66  -  - 
Bank overdrafts 2.18 4.74  -  - 
Bank loans 4.06 3.97  6.08  5.75 
Revolving credit facilities 2.37 3.93  -  - 
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21. Share capital

Group and Company 
2004  2003 

  $ $
   
Authorised : 
  Balance at beginning of year 
  500,000,000 ordinary shares of $0.01 each 
  (2003 : 250,000,000) ordinary shares of $0.20 each) 50,000,000 50,000,000

  Reduction in par value of 250,000,000    
    Ordinary shares of $0.20 each into    
    250,000,000 ordinary shares of $0.01 each  -      (47,500,000)
   
  4,750,000,000 ordinary shares of $0.01 each  -      47,500,000
   
Balance at end of year 
  5,000,000,000 ordinary shares of $0.01 each  50,000,000 50,000,000

   
Issued and fully paid : 
  Balance at beginning of year 
    436,325,297 ordinary shares of $0.01 each   
      (2003 : 170,790,505 ordinary shares of $0.20 each)  4,363,253 34,158,101
   
  5,571,252 ordinary shares of $0.20 each issued in 
    connection with the bilateral agreement  - 1,114,250
   

Reduction in par value of 176,361,757 ordinary shares   
    of $0.20 each into 176,361,757 ordinary shares of    
   $0.01 each  -      (33,508,733)
   
  254,763,540 ordinary shares of $0.01 each issued in  
 connection with the Section 210 Scheme of  
 Arrangement  - 2,547,635
   
Exercise of Share Options of 3,000,000
 (2003 : 5,200,000) ordinary shares of $0.01 each(5) 30,000 52,000
   
186,927,872 ordinary shares of $0.01 each from Rights   
 Issue (1)  1,869,279 -
   
94,247,570 ordinary shares of $0.01 each from   
 capitalisation of fees, loan and interest (2) (3)  942,475 -
   
22,213,785 ordinary shares of $0.01 each issued in   
 connection with Malaysian Settlement Shares (4)  222,138 -
   
Balance at end of year 
  742,714,524 ordinary shares of $0.01 each  
  (2003 : 436,325,297 ordinary shares of $0.01 each) 7,427,145 4,363,253
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21. Share capital (cont’d)
(1)  The Company issued 186,927,872 ordinary shares at the subscription price of 

$0.02 each pursuant to the proposed a non-renounceable non-underwritten 
rights issue ("Rights Issue") of new shares ("Rights Shares") with attached 
warrants ("Attached Warrants") on the basis of:

(a) One Rights Share for every two shares held in the capital of the 
Company as at 28th July 2004, the books closure date ; and 

(b) One free Attached Warrant for every two Rights Shares subscribed. 

Share premium arising from the rights issue amounted to $934,641.  
    

(2)  As disclosed in Note 4, the Company issued 29,919,138 ordinary share at the 
fair value of $0.02 each in full settlement of approximately $1.1 million 
owing to certain professionals who had rendered services to the Group in the 
past. Share premium arising from these issue of shares amounted to $299,191. 

(3)  As disclosed in Note 4, the Company issued 64,328,432 ordinary shares at the 
fair value of $0.02 each in full settlement of approximately $1.7 million in 
principal and $0.6 million of interest owing to Yongnam Private Limited 
("YNPL"), a related company in which some directors have substantial 
interests in. Share premium of $643,284 arose from the issue of these shares.  

(4) As disclosed in Note 4, the Company issued 22,213,785 ordinary shares at the 
fair value of $0.02 each or full discharge of approximately $2.2 million owing 
to certain trade creditors by YNESB. Share premium arising from the issue of 
these shares amounted to $222,138. 

(5) The Company issued 3,000,000 ordinary shares at $0.0264 each pursuant to 
the exercise of 3,000,000 options under the share option scheme. Share 
premium arising from the issue of such shares amounted to $49,200. 

22. Capital reserves

 Composition :

Group
Note 2004  2003 

  $  $ 
     
    
Capital reserve on consolidation arising from    
  acquisition of subsidiaries   6,836,632 6,836,632
Warrants reserve 23 2,198,313  -    
     
  9,034,945 6,836,632

 The capital reserves are non-distributable. 
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23. Warrants  

Group and Company 
 2004  2003 

  $  $ 
   
219,831,324 warrants issued during the year 
  and balance at end of year 2,198,313 -

In connection with the Rights Issue (Note 21), 93,463,936 Attached Warrants were issued.  
Pursuant to an agreement with the UOB Group as part of the debt forgiveness (Note 4), the 
Company had: 

 (i) paid UOB one cent for each of the Attached Warrants issued to Rights subscribers 
(a total of $934,639); and 

 (ii) issued 16,367,388 UOB deficient warrants (“Deficient Warrants”) at no cost with a 
warrant value for $0.01 for the shortfall between Attached Warrants issued and 110 
million UOB warrants, and paid UOB $1,686 for the shortfall of deficient warrants; 
and

 (iii) issued 110 million warrants to UOB (“UOB Warrants”) at no cost with a warrant 
value of $0.01. 

 Based on the above, the fair value of the warrants has been assessed to be $0.01 each. 

 An aggregate of 219,831,324 warrants at $0.01 were released by the Central Depository 
(Pte) Limited (“CDP”) to the Rights subscribers and UOB on the terms described above.  
These warrants have been listed since 26 August 2004.  The warrants are valid for 5 years 
from date of issue, with an exercise price of $0.03. 

24. Commitments and contingencies

 (a) Operating lease commitments

 The Group has future minimum lease payments under other non-cancellable operating leases 
payable as follows : 

Group
2004  2003 

  $  $ 
    
Within one year  1,046,045 1,213,016
After one year but not more than five years  3,402,387 4,229,092
After five years  14,811,073  18,165,132 
     
  19,259,505 23,607,240

 The Group has lease commitment in respect of lease of land up to 31 March 2028 for a 
monthly rental presently of $67,630 (2003 : $67,615). 
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24. Commitments and contingencies (cont’d)

 (b) Finance lease commitments

 Future minimum payments together with the present value of the net minimum payments are 
as follows : 

Group
Minimum
payments

 Present 
value of 

payments
Minimum
payments

 Present 
value of 

payments
2004

$
 2004 

$
2003

$
 2003 

$
        
Within one year  702,285 582,523 701,661 584,325 
After one year but 
  not more than 
  five years 1,730,943 1,157,676 2,104,368 1,449,341
       
Total minimum lease       
  payments  2,433,228 1,740,199  2,806,029 2,033,666 
Less : amounts       
           representing
           interest (693,029) - (772,363) -
       
Present value of       
  minimum lease       
  payments  1,740,199 1,740,199  2,033,666 2,033,666 

Company
Minimum
payments

 Present 
value of 

payments
Minimum
payments

 Present 
value of 

payments
2004

$
 2004 

$
2003

$
 2003 

$
        
Within one year  39,741 32,658 -    -   
After one year but 
  not more than 
  five years 132,895 121,518 - -
        
Total minimum lease        
  payments  172,636 154,176  -    -   
Less : amounts        
           representing
           interest (18,460) - - -
        
Present value of        
  minimum lease        
  payments  154,176 154,176  -    -   

The liabilities are secured on the Group’s property, plant and equipment as disclosed in 
Note 10.  The weighted average effective interest rate at the balance sheet date is 4.92% 
(2003 : 4.92%) per annum. 

 In the opinion of the Directors, the carrying amounts approximate their fair values. 
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24. Commitments and contingencies (cont’d)

 (c) Contingent liabilities 

 As at the balance sheet date, the Group has the following contingent liabilities arising from:  

 (i) Corporate guarantees given to certain financial institutions for banking facilities 
granted to certain subsidiaries amounting to approximately $120 million (2003: 
$110 million). As at 31 December 2004, the amount outstanding is approximately 
$61 million (2003: $66 million). 

 (ii) Guarantees given to certain unsecured creditors amounting to approximately $4 
million (2003: $33 million). As at 31 December 2004, the amount outstanding is 
approximately $1.3 million (2003: $11 million) owing by subsidiaries.  In the 
opinion of the Directors, no loss is likely to arise from these contingent liabilities. 

 (iii) Contractual dispute with Yongnam Engineering & Construction (Private) Limited 
(“YNEC”) and a customer.  Both parties commenced arbitration proceedings for 
their disputes in October 2004. YNEC submitted Statement of Case to International 
Arbitration Center (“SIAC”) on 8 October 2004 to claim for $746,000. However, 
the customer denied this claim and instead, they counterclaimed $323,000, certain 
costs that are to be assessed and interest for the delay, loss and damages arising 
from the defects in the completion of works. Both parties are currently still in the 
midst of arbitration proceedings. 

 Save as disclosed above, the Directors of the Company are not aware of any 
litigation or arbitration to which the Company  or any of its subsidiaries is a party or 
of which any of their respective properties is the subject or which is contemplated, 
the outcome of which in the opinion of the Directors would have a material and 
adverse effect on the financial position of the Company and its subsidiaries taken as 
a whole. 

25. Employee benefits

Share Options 

Details of the share options schemes and the respective share options that are granted as at 
31 December 2004 are disclosed as follows:  

(a) Share Options Scheme (“SOS”) 

During the Extraordinary General Meeting held on 26 August 2003, the 
shareholders of the Company approved the grant of Share Options to the executive 
Chairman Mr Yap Foo Seong (“Mr Yap”) and the then finance director Mr Chia Sin 
Cheng (“Mr Chia”) to subscribe for 14,400,000 Option Shares and 8,000,000 
Option Shares, respectively (subject to any adjustments for capitalisation, rights, 
sub-division or consolidated exercises undertaken by the Company), as part of their 
total remuneration packages. 

The Options granted to Mr Yap of 14,400,000 Shares and Mr Chia of 8,000,000 
Shares represent approximately 3.3% and 1.8%, respectively, of the enlarged issued 
share capital of the Company upon the completion of the Scheme.  The Company 
has not previously implemented any share option scheme. 
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25. Employee benefits (cont’d)

Share Options (cont’d) 

(a) Share Options Scheme (“SOS”) (cont’d) 

The principal terms of the share options : 

 (a) Exercise Price :  20% discount to the Market Price (The prevailing market  
   price of the Shares based on the average of the last dealt
   price per Share as indicated in the daily official list or any  
   other publication published by the SGX-ST for the last five  
   (5) consecutive Market Days on which there are trades in
   the Shares immediately preceding the Date of Grant). 

(b) Option Period :    The unexercised Options shall expire on the anniversary 
 date falling 5 years from the Date of Grant. 

In granting the Options at a 20% discount to the Market Price, the Company seeks 
to reward the Grantees for their invaluable contributions to the Company as well as 
to provide each of the Grantees an incentive to improve the financial performance of 
the Group. 

Vesting of Options 

(a) The Options granted to Mr Yap Foo Seong shall only be exercisable, in 
whole or in part (provided that the Options may be exercised in part only in 
respect of 1,000 Shares or any multiple thereof).  The Options shall vest as 
follows :- 

(i) 7,200,000 Option Shares shall vest on the Date of Grant and may be 
exercisable thereafter, and 

(ii) the balance 7,200,000 Option Shares shall vest 12 months after the 
Date of Grant and may be exercisable thereafter. 

(b) The Options granted to Mr Chia Sin Cheng shall only be exercisable, in 
whole or in part (provided that the Options may be exercised in part only in 
respect of 1,000 Shares or any multiple thereof).  The Options shall vest as 
follows :- 

(i) 4,000,000 Option Shares shall vest on the Date of Grant and may be 
exercisable thereafter; and 

(ii) the balance 4,000,000 Option Shares is not exercisable as Mr Chia 
Sin Cheng has resigned on 30 November 2003. 
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25. Employee benefits (cont’d)

Share Options (cont’d) 

(b) Employee Share Option Scheme ("ESOS")  

 The ESOS was approved by the shareholders during the Extraordinary General 
Meeting held on 16 June 2004. Executive and non-executive directors, and 
employees of the Group or companies in which at least 20% but not more than 50% 
of its shares are held by the Group and over which the Company has management 
control are eligible to participate in the ESOS. The committee administering the 
scheme ("Committee") will be the Remuneration Committee.  

 The ESOS share options granted are exercisable for ten years after date of grant, 
and are exercisable at an exercise price no lesser than the par value of a share, set at:

(i) a discount to a price ("Market Price") equal to the average of the last dealt 
prices for the Shares on the Official List of the SGX-ST for the five 
consecutive market days immediately preceding the relevant date of grant of 
the ESOS share option, subject to a maximum of 20% discount ("Incentive 
Option"); or 

 (ii) a fixed Market Price ("Market Price Option") 

The Committee have the discretion to grant options set at a discount to Market 
Price, and determine the participants to whom, and the options to which, such 
reduction in exercise prices will apply. 

 Incentive Options granted are exercisable after the second anniversary from the date 
of grant of the option, and

 Market Price Options granted may be exercised after the first anniversary of the 
date of grant of that option.

The ESOS shall continue in operation for a maximum duration of ten years and may 
be continued for any further periods thereafter with the approval of Shareholders by 
ordinary resolution in general meeting and of any relevant authorities which may 
then be required. 

  No options have been granted since the inception of the ESOS. 

  No options have been granted to the controlling shareholders of the Company and no 
participant under the SOS and ESOS has been granted 5% or more of the total options 
available under the SOS and ESOS. There were no unissued shares of the Group under 
options granted by the Group as at the end of the financial year. There were also no other 
options granted to employees of the Group. 

Except as disclosed above, there were no unissued shares of the Company or its subsidiaries 
under options granted by the Company or its subsidiaries as at the end of the financial year.
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25. Employee benefits (cont’d)

Share Options 

(b) Employee Share Option Scheme ("ESOS")  

Details of options granted are as follows: 

Name of participant  
Options
granted for 

Aggregate 
options
granted since 
commencement 
of Scheme to 
31 Dec 2004 

Aggregate 
options
exercised since 
commencement 
of Scheme to 
31 Dec 2004 

Options
cancelled since 
commencement 
of scheme to 31 
Dec 2004 Adjustments 

due to rights 
issue 

Aggregate 
options
outstanding
as at 
31 Dec 2004 

      
Mr. Yap Foo Seong 14,400,000 14,400,000 7,200,000         -       2,166,371 9,366,371 
Mr.Chia Sing Cheng  8,000,000 8,000,000 1,000,000 4,000,000 902,654 3,902,654 

26. Related party transactions

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

Group
2004  2003 

  $  $ 
     
Transportation services provided by a company in     
  which a director has substantial financial interest  169,404 104,840

 Directors’ and executives’ remuneration 

Group
2004  2003 

  $  $ 

Directors’ remuneration  1,178,264 700,000 
Directors’ fees  50,000 65,500
Executive officers’ remuneration (including CPF)  607,807 555,500

Group
2004  2003 

  $  $ 

   
Number of directors of the Company during the year    
  In remuneration bands :   
  $250,000 to below $500,000  2 -
  Below $250,000  5  7 
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27. Financial instruments

 (a) Financial risk management 

 The Group’s activities expose it to a variety of financial risks, including the effect 
of changes in debt market prices, foreign currency exchange rates and interest rates. 
The Group does not use any financial derivatives to hedge its risks. 

 (i)  Foreign exchange risk

  The Group’s business is exposed to foreign exchange risk arising from various 
currency exposures in relation to its foreign subsidiaries. The Group does not have a 
policy of hedging this exposure. 

 (ii) Interest rate and liquidity risk 

The ability of the Company and the Group to continue as going concern is 
dependent on several factors which are mentioned and more fully described in Note 
2(a) to the financial statements. The directors believe that the working capital 
available to the Group as at the date of this report is sufficient for its present 
requirement. The Group’s income and operating cash flows are dependent on 
changes in market interest rates, as the Group holds significant interest bearing 
liabilities. The ability of the Group to manage its interest rate and liquidity risks is 
dependent on the continued support from the principal banker. 

 (iii) Credit risk 

  The carrying amounts of trade and other debtors, fixed deposits and cash and bank 
balances represent the Group’s maximum exposure to credit risk. No other financial 
assets carry a significant exposure to credit risk. 

Concentration of credit risk exists when changes in economic, industry or 
geographic factors similarly affect groups of counterparties whose aggregate credit 
exposure is significant in relation to the Group’s total credit exposure. The Group is 
principally involved in the construction activities. Consequently, the risk of non-
payment from its trade debtors is affected by any unfavourable economic changes to 
the construction industry. 

The group manages its credit risk through regular review on collectibility of 
receivables.

 (b) Fair values 

 Other than the fair value of hire purchase creditors as indicated in Note 24 (b), the 
carrying amounts of the following financial assets and liabilities approximates their 
fair values : bank borrowings, trade debtors, sundry debtors, cash and cash 
equivalents, trade creditors, sundry creditors and accruals and amount due to related 
parties.
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28. Segment information (cont’d) 

 Segment assets consist primarily of property, plant and equipment, work-in-progress, 
inventories, receivables and operating cash.  Segment liabilities comprise operating 
liabilities.  Capital expenditure comprises additions to property, plant and equipment. 

Group
2004  2003 

  $  $ 

Revenue
   

Structural steelworks  8,805,401 34,512,894
Specialist civil engineering  55,317,590 27,590,310
Mechanical engineering  141,717 3,237,898
     
  64,264,708 65,341,102

 It is not meaningful to show the total assets employed and the capital expenditure by 
business activity. 

29. Authorisation of financial statements

 The financial statements of the Company for the year ended 31 December 2004 were 
authorised for issue in accordance with a resolution of the Directors on 24 March 2005. 
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STAT I S T I CS  OF  SHAREHOLD INGS
as  a t  21  Mar ch  2005  

YONGNAM HOLDINGS LIMITED-Ordinary Shares

DISTRIBUTION OF SHAREHOLDERS BY SIZE OF SHAREHOLDINGS AS AT 21 MARCH 2005

SIZE OF NO. OF NO. OF
SHAREHOLDINGS SHAREHOLDERS % SHAREHOLDINGS %

--------------------------------------- ----------------------------- ------------------------- ------------------------------- -----------------------------

1 - 999 61 2.53 14,916 -
1,000 - 10,000 1,175 48.76 4,723,934 0.64
10,001 - 1,000,000 1,072 44.48 156,524,680 21.07
1,000,001 and above 102 4.23 581,450,994 78.29

2,410 100.00 742,714,524 100.00

YONGNAM HOLDINGS LIMITED-Ordinary Shares
List of Twenty Largest Shareholders as at 21 March 2005

NAME OF SHAREHOLDERS NO. OF SHARES %

YONGNAM PRIVATE LIMITED 64,328,432 8.66
UNITED ENGINEERS (SINGAPORE) PTE LTD 58,939,514 7.94
TAN TIN NAM 39,848,955 5.37
CITIBANK NOMINEES SINGAPORE PTE LTD 28,012,000 3.77
SEOW SOON HEE 21,637,577 2.91
SBS NOMINEES PTE LTD 19,600,000 2.64
DELOITTE & TOUCHE FINANCIAL ADVISORY SERVICES PTE LTD 17,115,903 2.30
TAKENAKA SINGAPORE PTE LTD 16,385,430 2.21
YAP FOO SEONG 15,200,000 2.05
MAYBAN NOMINEES (S) PTE LTD 11,316,000 1.52
HONG LEONG FINANCE NOMINEES PTE LTD 10,500,000 1.41
UNITED OVERSEAS BANK NOMINEES PTE LTD 10,231,500 1.38
THONG KONG FATT 10,000,000 1.35
MERRILL LYNCH (SINGAPORE) PTE LTD 8,447,170 1.14
SUPER GALVANISING PTE LTD 8,307,620 1.12
LIM EAM CHIM 8,250,000 1.11
TIONG WOON CRANE & TRANSPORT (PTE) LTD 7,253,292 0.98
CHAN OI LIN 6,850,000 0.92
HONG LEONG ASIA LTD 6,732,814 0.91
MINIENVIRONMENT SERVICE PTE LTD 6,697,620 0.90

Total 375,653,827 50.59

Public Shareholdings
Rule 723 of the Listing Manual of the SGX-ST requires that at least 10% of the equity securities (excluding preference shares and
convertible equity securities) of a listed company in a class that is listed is at all times held by the public.

The Company has complied with Rule 723 of the Listing Manual. As at 21 March 2005, approximately 65.25 % of the
Company's ordinary shares listed on the SGX-ST were held in the hands of the public.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

S/NO.
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STAT I S T I CS  OF  SHAREHOLD INGS
as  a t  21  Mar ch  2005  

YONGNAM HOLDINGS LIMITED-Warrant
List of Twenty Largest Warrantholders as at 21 March 2005

S/NO. NAME OF WARRANTHOLDERS NO. OF WARRANTS %

1 UNITED OVERSEAS BANK NOMINEES PTE LTD 126,677,146 57.62
2 TAN TIN NAM 10,129,492 4.61
3 THONG KONG FATT 5,600,000 2.55
4 YAP FOO SEONG 5,000,000 2.27
5 LIM EAM CHIM 4,075,000 1.85
6 CHAN OI LIN 4,025,000 1.83
7 SBS NOMINEES PTE LTD 3,100,000 1.41
8 LIM YIT WAH 3,000,000 1.37
9 FONG KAH MUN 2,764,000 1.26
10 LEE PUI CHING 2,700,000 1.23
11 SIAU SUN KING 2,514,596 1.14
12 SEOW SOON HOCK 2,504,500 1.14
13 CITIBANK NOMINEES SINGAPORE PTE LTD 2,000,000 0.91
14 SIM PUAY SUANG 2,000,000 0.91
15 SEOW SOON YONG 1,952,096 0.89
16 MAYBAN NOMINEES (S) PTE LTD 1,886,000 0.86
17 TOH GECK LENG 1,800,000 0.82
18 HONG LEONG FINANCE NOMINEES PTE LTD 1,750,000 0.80
19 PHILLIP SECURITIES PTE LTD 1,690,500 0.77
20 CHONG YIM PENG 1,502,500 0.68

Total 186,670,830 84.92

SIZE OF NO. OF NO. OF
WARRANTHOLDINGS WARRANTHOLDERS % WARRANTHOLDINGS %

--------------------------------------- ----------------------------- ------------------------- ------------------------------- -------------------------------------------

Name

No. of shares
registered in
the name of
substantial

shareholder or
nominee

No. of shares in
which

substantial
shareholders

are deemed to
be interested Total

Percentage of
issued shares

(1) This represents Mr Tan Tin Nam's deemed interest of 64,328,432 held in the name Yongam Private Limited
(2) This represents United Engineers Limited's deemed interest of 58,939,514 held in the name United Engineers (S)

Pte Ltd

STATISTICS OF SHAREHOLDINGS AS AT 21 MARCH 2005

Tan Tin Nam 39,848,955 64,328,432(1) 104,177,387 14.03
United Engineers (S) Pte Ltd 58,939,514 58,939,514 7.94

United Engineers Limited - 58,939,514(2) 58,939,514 7.94
Yongnam Private Limited 64,328,432 - 64,328,432 8.66

Substantial Shareholders

YONGNAM HOLDINGS LIMITED-WARRANT

DISTRIBUTION OF WARRANTHOLDERS BY SIZE OF WARRANTHOLDINGS AS AT 21 MARCH 2005

476 100.00 219,831,324 100.00

1 - 999 38 7.98 14,116 0.01
1,000 - 10,000 167 35.09 741,192 0.34
10,001 - 1,000,000 246 51.68 26,849,054 12.21
1,000,001 and above 25 5.25 192,226,962 87.44
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NOTICE IS HEREBY GIVEN that the Annual General Meeting of Yongnam Holdings Limited (the “Company”) will be held 
at 51 Tuas South Street 5, Singapore 637644 on Thursday, 28 April 2005 at 4:00 p.m. to transact the following business:-

ORDINARY BUSINESS 

1. To receive and consider the Audited Accounts of the Company for the fi nancial year ended 31 December 2004 and the 
Reports of the Directors and Auditors thereon.  (Resolution 1)

2. To approve the Directors’ fees of S$50,000.00 for the fi nancial year ended 31 December 2004. (Year 2003: 
S$65,500.00) (Resolution 2) 

3. To re-elect the following Directors retiring in accordance with the Company’s Articles of Association:-

(a) Mr Tan Tin Nam (retiring under Article 104)  (Resolution 3) 

(b) Mr Siau Sun King (retiring under Article 104)  (Resolution 4) 

4. To re-appoint Messrs Ernst & Young as Auditors of the Company and to authorise the Directors to fi x their 
remuneration. (Resolution 5)

SPECIAL BUSINESS 

5.  To consider and, if thought fi t, pass the following ordinary resolution with or without modifi cations:-

Authority to allot and issue shares

(a) “That, pursuant to Section 161 of the Companies Act, Chapter 50 and the listing rules of the Singapore Exchange 
Securities Trading Limited, approval be and is hereby given to the Directors of the Company at any time to such 
persons and upon such terms and for such purposes as the Directors may in their absolute discretion deem fi t, to: 

(i)  issue shares and convertible securities in the capital of the Company whether by way of rights or 
otherwise;

(ii)  make or grant offers, agreements or options that might or would require shares to be issued or other 
transferable rights to subscribe for or purchase shares (collectively referred as “Instruments”) including but 
not limited to the creation and issue of warrants, debentures or other instruments convertible into shares; 

(iii)  issue additional Instruments arising from adjustments made to the number of Instruments previously issued 
in the event of rights, bonus or capitalisation  issues; and 

 (b)  (Notwithstanding the authority conferred by the shareholders may have ceased to be in force) Issue shares in 
pursuance of any Instrument made or granted by the Directors while the authority was in force, provided always 
that
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(i)  the aggregate number of shares to be issued pursuant to this resolution (including shares to be issued in 
pursuance of Instruments made or granted pursuant to this resolution) does not exceed 50% of the Company’s 
issued share capital, of which the aggregate number of shares (including shares to be issued in pursuance 
of Instruments made or granted pursuant to this resolution) to be issued other than on a pro rata basis to 
shareholders of the Company does not exceed 20% of the issued share capital of the Company, and for the 
purpose of this resolution, the issued share capital shall be the Company’s issued share capital at the time 
this resolution is passed, after adjusting for; 

a)  new shares arising from the conversion or exercise of convertible securities, or 

b)  new shares arising from exercising share options or vesting of share awards outstanding or subsisting 
at the time this resolution is passed provided the options or awards were granted in compliance with 
Part VIII of Chapter 8 of the Listing Manual of the Singapore Exchange Securities Trading Limited, 
and

c)  any subsequent consolidation or subdivision of the Company’s shares, and 

(ii)  such authority shall, unless revoked or varied by the Company at a general meeting, 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.”  (Resolution 6) 

(See Explanatory Note 1) 

6.  Authority to grant options and to issue shares under the Yongnam Employee Share Option Scheme 

 “That authority be and is hereby given to the Directors of the Company to offer and grant options from time to time 
in accordance with the provisions of the Yongnam Employee Share Option Scheme (the “Scheme”), and, pursuant to 
Section 161 of the Companies Act, Chapter 50, to allot and issue from time to time such number of shares in the capital 
of the Company as may be required to be issued pursuant to the exercise of options granted under the Scheme, provided 
that the aggregate number of shares to be issued pursuant to the Scheme shall not exceed 15% of the issued share capital 
of the Company from time to time, as determined in accordance with the provisions of the Scheme.”  (Resolution 7) 

 (See Explanatory Note 2) 

OTHER BUSINESS 

7.  To transact any other business that may be properly transacted at an Annual General Meeting of the Company. 

Dated this 13th day of April 2005 

By Order of the Board
Choong Mee Fong
Company Secretary
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NOTES:

1) A member of the Company entitled to attend and vote at the Meeting is entitled to appoint a proxy and vote in his 
stead.

2)  A proxy need not be a member of the Company. 

3) If the appointer is a corporation, the proxy must be executed under seal or the hand of its duly authorised offi cer or 
attorney. 

4)  The instrument appointing a proxy must be deposited at the registered offi ce of the Company at 51 Tuas South Street 5, 
Singapore 637644 not later than 48 hours before the time appointed for the Meeting. 

EXPLANATORY NOTES: 

1.  The Ordinary Resolution in item no. 5 is to authorise the Directors of the Company from the date of the above Meeting 
until the next Annual General Meeting to issue shares and convertible securities in the Company up to an amount 
not exceeding in aggregate 50% of the issued share capital of the Company of which the total number of shares and 
convertible securities issued other than on a pro-rata basis to existing shareholders shall not exceed 20% of the issued 
share capital of the Company for such purposes as they consider would be in the interests of the Company. Rule 806(3) 
of the Listing Manual of the Singapore Exchange Securities Trading Limited currently provides that the percentage of 
issued share capital is based on the Company’s share capital at the time the mandate is passed after adjusting for:-

(a)  new shares arising from the conversion of convertible securities or employee share options on issue when the 
mandate is passed; and 

(b)  any subsequent consolidation or subdivision of shares. 

This authority will, unless revoked or varied at a general meeting, expire at the next Annual General Meeting of the 
Company. 

2.  The Ordinary Resolution in item no. 6 above, if passed, will empower the Directors of the Company to offer and grant 
options under the Yongnam Employee Share Option Scheme and to allot and issue shares pursuant to the exercise of 
such options under the Yongnam Employee Share Option Scheme. The aggregate nominal amount of new Shares over 
which the Company may grant Options on any date, when added to the nominal amount of new Shares issued and 
issuable in respect of (a) all options granted under the Scheme, and (b) all awards granted under any other share option, 
share incentive, performance share or restricted share plan implemented by the Company and for the time being in 
force, shall not exceed (15) per cent of the issued share capital of the Company on the day preceding that date. 
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YONGNAM HOLDINGS LIMITED
(Incorporated in the Republic of Singapore)

PROXY FORM

*I / We,

of

being *a member/members of Yongnam Holdings Limited (the “Company”), hereby appoint:

Name Address NRIC/
Passport No.

Proportion of
Shareholding(s) (%)

and/or (delete as appropriate)

as *my/our *proxy/proxies to vote for *me/us on *my/our behalf at the Annual General Meeting (“AGM”) of the Company to be held at 51
Tuas South Street 5, Singapore 637644 on Thursday, 28 April 2005 at 4:00 p.m. and at any adjournment thereof. The *proxy is/proxies are
to vote for or against the Resolutions to be proposed at the AGM as indicated hereunder. If no specific direction as to voting is given, the
*proxy/proxies will vote or abstain from voting at *his/their discretion, as *he/they will on any other matter arising at the Meeting:-

Ordinary Resolutions For Against

1. To receive and consider the Audited Accounts of the Company for the financial year ended 31
December 2004 and the Reports of the Directors and Auditors thereon. (Resolution 1)

2. To approve Directors’ fees of S$50,000 for the financial year ended 31 December 2004.
(Resolution 2)

3(a). Re-election of Mr Tan Tin Nam (Retiring under Article 104) (Resolution 3)

3(b). Re-election of Mr Siau Sun King (Retiring under Article 104) (Resolution 4)

4. To re-appoint Messrs Ernst & Young as Auditors of the Company and to authorise the Directors to fix
their remuneration. (Resolution 5)

5. To authorise the Directors to allot and issue shares pursuant to Section 161 of the Companies Act,
Chapter 50. (Resolution 6)

6. To authorise Directors to grant options and to issue shares under the Yongam Employee Share Option
Scheme. (Resolution 7)

Please indicate with a cross [X] in the space provided whether you wish your vote to be cast for or against the Resolutions as set out in the
Notice of the Meeting.

Dated this ________ day of ________________________ 2005 Total Number of Shares Held

..............................................……………….
Signature(s) of Member(s) / Common Seal

* Delete where applicable

Notes:-

1. A member of the Company entitled to attend and vote at the Annual General Meeting is entitled to appoint not more than two proxies to attend and vote in his stead. Such proxy need not be a member of the Company.

2. Where a member of the Company appoints two proxies, he shall specify the proportion of his shareholding (expressed as a percentage of the whole) to be represented by each such proxy.

3. The instrument appointing a proxy or proxies must be under the hand of the appointor or his attorney duly authorised in writing. Where the instrument appointing a proxy or proxies is executed by a corporation, it
must be executed under its common seal or under the hand of its attorney or duly authorised officer.

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

5. The instrument appointing proxy or proxies, together with the power of attorney or other authority (if any) under which it is signed, or notarially certified copy thereof, must be deposited at the registered office of the
Company at 51 Tuas South Street 5, Singapore 637644 not later than 48 hours before the time set for the Annual General Meeting.

6. A member should insert the total number of shares held. If the member has shares entered against his name in the Depository Register (as defined in Section 130A of the Companies Act, Chapter 50 of Singapore),
he should insert that number of shares. If the member has shares registered in his name in the Register of Members of the Company, he should insert that number of shares. If the member has shares entered
against his name in the Depository Register and shares registered in his name in the Register of Members of the Company, he should insert the aggregate number of shares. If no number is inserted, this form of
proxy will be deemed to relate to all the shares held by the member of the Company.

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

8. A Depositor shall not be regarded as a member of the Company entitled to attend the Annual General Meeting and to speak and vote thereat unless his name appears on the Depository Register 48 hours before the
time set for the Annual General Meeting.

IMPORTANT

1. For investors who have used their CPF monies to buy Yongnam
Holdings Limited’s shares, this Annual Report 2004 is forwarded to
them at the request of their CPF Approved Nominees and is sent
solely FOR INFORMATION ONLY.

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

3. CPF Investors who wish to vote should contact their CPF Approved
Nominees.
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