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1. INTRODUCTION 

 

The Board of Directors (the “Board”) of Metech International Limited (the “Company” or the 

“Purchaser”) wishes to announce that on 1 October 2012, the Company has entered into a Sale 

and Purchase Agreement (the “Agreement”) to acquire the entire equity interest in Tonkin 

Recycling Pte. Ltd. (“Tonkin”) from Apzenith Capital Pte. Ltd. (the “Vendor”) for an aggregate 

consideration of S$4 million (the “Consideration”), of which S$1.2 million shall be satisfied in 

cash and the balance S$2.8 million shall be satisfied by the issuance of 164,705,882 new 

ordinary shares of the Company (the “Consideration Shares”) at the issue price of S$0.017 a 

share (the “Issue Price”), being the volume-weighted average price of shares traded on the SGX-

ST on the day preceding the date of the Agreement (the “Proposed Acquisition”). 

 

Unless otherwise stated, an exchange rate of RMB5.11 : S$1.00 is used in this announcement. 

 

 

2. INFORMATION ON TONKIN 

 

Tonkin is a company incorporated in Singapore on 23 October 2007. As at the date of the 

Agreement, Tonkin’s issued and paid up capital is approximately S$5.125 million, divided into 

4,458,333 shares. Tonkin is the holding company of, and owns 100% shareholding interest in 

Aton Sludge Treatment (Jiangyin) Co., Ltd.(the "WOFE"), a wholly-owned foreign enterprise 

incorporated in The People’s Republic of China (the “PRC”). The WOFE holds a Build, Operate 

and Transfer concession (the “BOT”) granted by the Jiangyin government in Jiangsu province, 

China, to own and operate a sludge treatment plant (the "Plant") for 30 years from July 2009 

when the Plant was commissioned. Since then, the Plant has operated for more than three years 

and has been generating positive cash flows. The Consideration is primarily for the acquisition of 

the WOFE and its underlying business operations and assets.  

 

 

3. PRINCIPAL TERMS OF THE PROPOSED ACQUISITION 

 

(i) The Proposed Acquisition 

 

Upon completion of the Proposed Acquisition, the Company will own, through Tonkin, 

100% of the WOFE which operates the Plant in China that has been consistently profitable 

since it commenced operations in 2009. Besides the current business of the WOFE, the 

Company plans to leverage on its good location and existing government relationships to 

collect metal sludge and other wastes generated by the electronic industry in that region. 



The Company is of the view that such optimising of the existing Plant and location can 

potentially improve operating efficiency and profit margin. 

 

(ii) Consideration for the Proposed Acquisition 

 

The Consideration of S$4 million was determined after arm’s length negotiations and on a 

willing-buyer willing-seller basis taking into account, among other considerations, the costs 

that have been spent on acquiring the BOT contract and expenses already incurred for the 

construction of the Plant, and the future cash flows that the WOFE is likely to generate in 

relation to the operation of the Plant. 

 

S$1.2 million of the Consideration shall be satisfied by cash and the balance of S$2.8 

million shall be satisfied by the issuance of the Consideration Shares at the Issue Price, 

being the volume-weighted average price of shares traded on the SGX-ST on the day 

preceding the date of the Agreement.  

 

The cash consideration of S$1.2 million will be funded by the proceeds of the rights issue 

which was announced on 16 December 2011 and completed on 2 July 2012. The 

Consideration Shares represent approximately 9.05% of the total enlarged issued share 

capital of the Company and when issued, shall rank pari passu with the then existing 

issued ordinary shares of the Company (the “Shares”). 

 

(iii) Condition Precedents 

 

Completion is conditional upon the fulfillment of the following conditions on or before the 

Completion Date: 

 

(a) due diligence conducted by the Purchaser being acceptable to the Purchaser, such 

acceptance not being unreasonably withheld; 

(b) all consents and approvals required under any and all applicable laws for the 

transfer of equity interest being obtained and such approval not having been 

withdrawn or amended on or before the Completion Date and where any consent or 

approval is subject to conditions, such conditions being satisfactory to the Purchaser 

in its sole and absolute discretion;  

(c) all consents and approvals required under the SGX Listing Rules, including approval 

to list the Consideration Shares and from the Company’s shareholders, if necessary, 

and such approval not having been withdrawn or amended on or before the 

Completion Date and where any consent or approval is subject to conditions, such 

conditions being satisfactory to the Purchaser in its sole and absolute discretion; 

(d) the three-year O&M Contract has been signed; and 

(e) the Deposit of S$1,200,000 has been placed in the bank account of the WOFE. 

 

(iv) Guarantee of Free Cash Flow 

 

The Vendor will provide the Company with a guarantee that the WOFE will have an annual 

free cash-flow of S$400,000 for the first three financial years after the Completion Date 

pursuant to the terms of the Agreement (the "Guarantee").  

 



The Board of Directors of the Company is of the view that the Guarantee is beneficial to the 

Company as it will provide certainty of operations and free cash flow from the Proposed 

Acquisition for the period of three financial years after the Completion Date and will help to 

safeguard the interests of the Company.  

 
The factors which the Board took into account in accepting the Guarantee and the basis of 

the Board’s view are: 

  
(a) The WOFE has achieved a profit after tax of RMB 5,997,701 (equivalent to 

approximately S$1,173,718) for the financial year ended 31 December 2011. 

However, the Guarantee is necessary to ensure that the WOFE achieves the 

minimum level of profitability as desired by the Company, as this would be one of the 

Company’s investment considerations. 

(b) The Guarantee is to safeguard and protect the interest of the Company in the 

Proposed Acquisition such that it will have legal recourse against the Vendor in case 

the WOFE fails to meet the agreed profit target of S$400,000 going forward. 

The Guarantee is derived from a discounted cash flow model that gives the Proposed 

Acquisition an internal rate of return of close to 15% and a payback period of about seven 

years.  

 

It is a condition precedent to the Agreement that the Vendor will deposit S$1,200,000 (the 

“Deposit”) with the WOFE as a form of security for the Guarantee. In the event the annual 

free cash-flow of the WOFE for any financial year is less than S$400,000 (the “Shortfall”), 

the Company shall be entitled to deduct the Shortfall from the Deposit. The final 

determination of the annual free cash flow of the WOFE shall be based on the audited 

financial statements of the WOFE as at the relevant financial year end (the “Final 

Determination”). The Company shall be entitled to first deduct the Deposit for any Shortfall 

based on the management accounts (which shall form the preliminary basis), and upon the 

Final Determination, the Company shall be entitled to further deduct the Deposit for any 

Shortfall (the “Adjustment”) if the Shortfall based on the audited financial statements is 

larger than that stated in the management accounts. The timing of the Adjustment is at the 

sole discretion of the Company. For the avoidance of doubt, the Vendor shall ensure that 

the Deposit shall be S$1,200,000 at Completion. 

 

The remaining amount of the Deposit after the first three financial years shall be returned to 

the Vendor free of interest and in accordance with the terms of the Agreement. 

 

(v) Operation and Maintenance Contract 

 

As part of the Proposed Acquisition, a three-year operation and maintenance contract (the 

“O&M Contract”) will be signed with the Vendor. A management fee of 2% of the revenue 

of the WOFE will be paid to the Vendor, who will provide expert manpower and 

professional knowledge to ensure the proper running of the Plant and profitability of the 

WOFE. The Board of the WOFE will be chaired by the President of the Company, who will 

have oversight of the finance function of the WOFE. 

 

The Board of Directors of the Company is of the view that the O&M Contract is beneficial to 

the Company as it will provide certainty of operations for the WOFE and will safeguard the 

interests of the Company. 

 



(vi) Completion 

 

Pursuant to the Agreement, if any of the above conditions have not been fulfilled within 90 

days from the date of the Agreement or such other date as the Company and the Vendor 

may mutually agree in writing, the Agreement shall terminate and from such date cease 

and determine. 

 

Completion shall take place on the business day after all of the outstanding conditions set 

out in the Agreement have been fulfilled or waived, or such other date as the Company and 

the Vendors may mutually agree in writing (the “Completion Date”). 

 

 

4. RATIONALE FOR THE PROPOSED ACQUISITION 

 

The WOFE has been generating an average annual positive cash flows of approximately RMB 

2.5 million (equivalent to approximately S$489,000) during the initial three years of operation. The 

Plant is able to treat approximately 200 metric ton (“MT”) of wastes a day. The local government 

guarantees the delivery of 90MT of wastes a day for a fee of RMB 230 per MT. This represents a 

government grant of approximately RMB 7.6 million (equivalent to approximately S$1.5 million) a 

year. 

 

The Plant is situated in the Wuxi/Suzhou region, where there is a concentration of foreign-owned 

Printed Circuit Board and other electronic component manufacturers. This can be the Group’s 

foothold to restart operations in China, in line with the strategy to build a worldwide footprint to 

provide End-of-Life services to the Group’s multinational clients in the United States of America 

and Europe, many of whom have factories in China as well. 

 

 

5. FINANCIAL EFFECTS OF THE SALE AND PURCHASE AGREEMENT  

 

Based on the consolidated unaudited financial statement of Tonkin and the WOFE, the net 

tangible asset value of Tonkin as at 31 December 2011 was approximately RMB16.8 million, 

equivalent to approximately S$3.3 million. 

 

The pro forma financial effects of the Proposed Acquisition set out below are for illustrative 

purposes only and do not reflect the actual or future financial results or position of the Group after 

the completion of the Agreement. 

 

(i)  Effect on net tangible asset (“NTA”) per share  

 

For illustrative purposes only, assuming that the Agreement had been effected at the end 

of the financial year ended 30 June 2011, the effects of the Agreement on the NTA of the 

Group as at 30 June 2011 are as follows:  

 

  Before Acquisition After Acquisition 

NTA (S$’000) 16,128 18,928 

Number of Shares (‘000) 827,346 992,052 

NTA per Share (cents) 1.95 1.91 

 

 

 

 

 



(ii) Effect on earnings per share (“EPS”) 

 

For illustrative purposes only, assuming that the Agreement had been effected at the 

beginning of the financial year ended 30 June 2011, the effects of the Agreement on the 

EPS of the Group as at 30 June 2011 are as follows:  

 

  Before Acquisition  After Acquisition 

(Loss) attributable to shareholders (S$’000) (6,077) (4,903) 

Weighted average Number of Shares (‘000) 827,346 992,052 

(Loss) per Share (cents) (0.73) (0.49) 

 

 

6. COMPUTATION PURSUANT TO RULE 1006 OF THE SGX-ST LISTING MANUAL ON 

THE PROPOSED ACQUISITION 

 

The relative figures computed on the bases set out in Rule 1006 of the SGX-ST Listing Manual 

are as follow: 

 

1006 (a)  Net asset value of the assets to be disposed 

of compared with the group’s net asset value. 

 

Not applicable as this is an 

acquisition. 

1006 (b)  Net profits of approximately S$1,173,718 

attributable to the assets acquired, compared 

with the Company’s net loss of S$6,077,000, 

as at 30 June 2011. 

 

Not Meaningful
(1) 

1006 (c)  Aggregate consideration of S$4,000,000 

compared with the Company’s market 

capitalisation of approximately S$28.13 

million based on the total number of issued 

shares excluding treasury shares as at 28 

Sep 2012.
(2)

 

 

14.22% 

 

1006 (d) 164,705,882 shares issued by the Company 

as consideration for the Proposed 

Acquisition, compared with the 

1,654,692,760 shares previously in issue. 

 

9.95% 

 

 

Notes: 

 

(1) The Company incurred a loss before income tax attributable to the Company of 

S$6,077,000 for the period from 1 July 2010 to 30 June 2011, while the asset being 

acquired had a profit of RMB5,997,701 (equivalent to approximately S$1,173,718) for the 

financial year ended 31 December 2011. In accordance with Rule 1014(2) read together 

with Rule 1015(7), as the Company is proposing to acquire a profitable asset, no 

shareholders’ approval is required by the Company for the Proposed Acquisition. 

 

(2) Based on the volume weighted average market price of S$0.017 per share of the Company 

as at 28 September 2012, the market capitalisation of the Company is approximately 

S$28.13million. 

 

 



7. SERVICE CONTRACTS  

 

No service contracts of directors proposed to be appointed to the Company are to be entered into 

in connection with the Proposed Acquisition. 

 

 

8. INTERESTS OF DIRECTORS AND CONTROLLING SHAREHOLDERS 

 

Save for their shareholding in the Company, none of the directors, or as far as the Company is 

aware, the controlling shareholders, has any interest, direct or indirect, in the Proposed 

Acquisition. 

 

There are no directors who are proposed to be appointed to the Board of the Company in 

connection with the Proposed Acquisition. 

 

 

9. DOCUMENTS AVAILABLE FOR INSPECTION  

 

A copy of the Agreement is available for inspection during normal business hours from 9.00 a.m. 

to 5.00 p.m. at the Company’s registered office at 65 Tech Park Crescent #03-01, Singapore 

637787, for a period of three months from the date of this announcement.  

 

 

10. RESPONSIBILITY STATEMENT 

 

The Directors of the Company (including those who may have delegated detailed supervision of 

this announcement) have taken all reasonable care to ensure that the facts stated in this 

announcement are fair and accurate and that no material facts have been omitted from this 

announcement, and they jointly and severally accept responsibility accordingly. 

 

 

 

 

 

 

BY ORDER OF THE BOARD  

METECH INTERNATIONAL LIMITED  

 

 

Andrew Eng 

President  

Date: 1 October 2012 


