
OUR VISION

To be a world-leading water treatment company.

OUR MISSION

To create superior value for our stakeholders through advanced membrane technology.

OUR VALUES

We embody the entrepreneurial spirit, daring to dream with the aim to excel.

We are committed to enhancing the environment and delivering innovative solutions, executed with the
utmost professionalism and integrity.

We value our partnerships with our collaborators and customers; and every employee and
his contribution.

In 2002, the Hyflux Group underwent a strategic corporate rebranding exercise. Armed with a fresh Corporate Identity, Hyflux now

has a new look which encapsulates the leading technology behind the brand. It represents the passion, professionalism and

performance increasingly associated globally with the name of Hyflux. “It’s So Clear”, the new company tagline, is not only pertinent

to the Group’s main business of water treatment, but also signals Hyflux as clearly the partner of choice in its industries. Creative

and sophisticated, Hyflux’s new branding is the perfect companion for its rising international stature.



GROWING WITH THE FLOW

The year 2002 will be remembered as a year of record growth in

our business and in our financial results. Our achievements in 2002

marked several significant milestones for Hyflux; the successful

completion of Hyflux’s first municipal project – the Bedok NEWater

Factory; the award of Singapore’s third NEWater plant at Seletar

which uses Hyflux’s in-house ultrafiltration (“UF”) membrane –

Kristal300™; the award of “Most Admired Sesdaq Company”

by the Smart Investors magazine; and being listed as one of the

“Best 200 Small Companies” in the world by Forbes.

ACCOMPLISHMENTS DESPITE THE ODDS

Our ability to deliver better than expected results was no means by

chance. Since going public in early 2001, we have been building

up our expertise and infrastructure in preparation for our leap into

the big league to take on large municipal projects.

When the Public Utilities Board (“PUB”) of Singapore embarked on

the development of alternative sources of water such as NEWater

and desalinated water to augment Singapore’s conventional water

sources, we were well prepared to bid for these projects against

some of the world’s biggest players in the water treatment market.

In late 2001, PUB invited tenders for the first two municipal

NEWater plants at Bedok and Kranji. Of these, Hyflux won the tender

for the NEWater plant at Bedok, which also forms part of the

NEWater Visitor Centre. In the third quarter of 2002, PUB invited

tenders for the third NEWater plant at Seletar. Hyflux again won this

contract worth some S$27.8 million. Apart from being the biggest

project that we have secured in 2002, the key significance of this

project is that our own in-house developed UF membrane system

has been accepted by PUB for use in the Seletar NEWater plant.

In 2002, we also garnered a S$27 million contract by PUB to supply

the entire membrane filtration system for a raw water treatment

plant at Chestnut. When completed in end 2003, the potable

water treatment plant will be one of the world’s largest to utilise

advanced membrane technology for potable water treatment.

These large-scale municipal projects have enabled us to sustain

our growth momentum in the Singapore market despite weak

industrial demand in 2002.

In China, we were awarded our largest industrial project amounting

to US$15.4 million to build a process plant for an organic acid

manufacturing facility by a subsidiary of Sinolac (Singapore) Pte Ltd.

What is especially fulfilling about these milestone projects is that

they are the fruit of years of developmental work, research and pilot

studies conducted in collaboration with our industrial and municipal

partners. Such close collaboration with our partners has enabled

us to harness our process know-how and create value-add and

purpose-built solutions for our customers in both the industrial and

the municipal markets. Equally significant is that these projects have

provided us with the experience and credentials to compete for

similar large-scale projects in the international arena.

GEARING UP FOR SUSTAINED GROWTH

In 2002, we continued to build up our business capabilities,

particularly in terms of personnel, capital, facilities and technology.

Our head count grew from 257 employees at the beginning of the

year to 352 by year-end. Most of the increases were in the

engineering, technical, sales and marketing divisions of our local

and Shanghai offices. Apart from employment of temporary

construction workforce, we do not foresee any substantial increase

in our permanent staff strength in 2003.

GROUP CEO & PRESIDENT’S
MESSAGE TO SHAREHOLDERS
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To strengthen our capital base, we made a private placement

of 10.0 million new ordinary shares at S$1.235 a share in June

2002. The net proceeds raised, of about S$12 million, are used

for our working capital, as well as for funding the investment of

US$1.7 million for a 19.5% stake in Sinolac (Singapore) Pte Ltd.

In 2002, we also focused on expansion of our facilities both in

Singapore, as well as in Shanghai to support our growing market.

In Singapore, we have completed the renovation of our 60-year

leasehold factory building at Changi that houses our membrane

production lines, warehouse facilities and fabrication workshop.

In China, we have moved into our new 50-year leasehold factory at

Pudong, Shanghai, which enables us to increase our production

capabilities three-fold.

On the technological front, our research and development

programme continued to generate market-driven products and

processes that have led to numerous patent applications which are

being filed in 2003.

IMPACT ON FINANCIAL PERFORMANCE

The sales and profits achieved in 2002 were at an all-time high, yielding

a return on equity (ROE) of 23% and a 58% growth in earnings per

share (EPS). This is despite the continued investment in our business

infrastructure and share issues from private placement through the

Hyflux Employee Share Option Scheme. The year also recorded a

healthy year-end balance sheet with a relatively low debt to equity

ratio of 0.14. This means we have considerable debt capacity that

we can tap on in the future to fund our growing business.

OUTLOOK

We entered 2003 with an order book valued at $76 million. Further

underpinning our business in 2003 and beyond, we clinched 2 major

deals in January. The first was the award of Singapore’s first

seawater desalination plant to Singspring, our consortium with the

Ondeo group under a Build-Own-Operate (BOO) agreement with

PUB to supply some 136,000 cubic metres of desalinated water a

day for 20 years. The project involves detailed design, construction

and operation of one of the world’s largest seawater desalination

plants. The second deal was our investment in an initial 2% equity

stake (US$1,000,000) in a US-incorporated entity that owns the

patents to a portable, electrical-powered appliance capable of

producing potable water from ambient air, which we call ‘Aquovate™

Technology’. Under this deal, an irrevocable exclusive licence has

been granted to Hyflux Aquosus (Singapore) Pte Ltd to manufacture

and sell products with ‘Aquovate™ Technology’ in Asia and Oceania.

The significance of these 2 deals cannot be over-emphasised. These

deals serve to provide us with a stable recurring revenue stream.

Furthermore, as observed by a research house, Hyflux now has the

potential to be the ultimate player in the water treatment industry,

with the capability and technical know-how to cover the entire

waterscape, recovering clean water from the land (NEWater), the

sea (desalinated water); and the air (Aquovate™ Technology). Equally

important is that these capabilities are firmly anchored on our

proprietary membrane and process technology.

Going forward, we will continue to play a leading role in the local

municipal water treatment market. This will allow us to stay engaged

in the Singapore market while waiting for the upturn in the industrial

sector. In China, we shall continue to focus on the industrial market,

particularly on applications involving treatment of liquid streams in

manufacturing processes of biotechnological and pharmaceutical

industries.

In January 2003, we made a private placement of 11,811,000 new

ordinary shares at S$1.00 a share, to raise S$11.8 million. We do

not foresee any further equity cash calls for the next 6 to 9 months.

During this period, any financing required will come from our

unutilised bank credit lines and from the debt market.

A PERSONAL TRIBUTE

The success of our company is a result of the steadfast support we

received from you, our shareholders, customers, suppliers and

business partners all these years. I wish to thank you and I look

forward to your continued support in 2003 and beyond.

To our employees, I wish to express my heartfelt appreciation for

your dedication and commitment in delivering our promises to our

customers and to our shareholders. Each year brings with it fresh

opportunities and challenges. I am confident that, working together

as a team, we shall once again be able to achieve another year of

profitable growth.

“The success of our company is a result of the steadfast support we received from you,
our shareholders, customers, suppliers and business partners all these years.

I wish to thank you and I look forward to your continued support in 2003 and beyond.”
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Ms Lum is the Managing Director, founder, Group CEO and President of the Hyflux Group.

She worked as a chemist for three years with Glaxo Pharmaceuticals Pte Ltd before leaving

to start up Hydrochem (S) Pte Ltd in 1989. Managing the Group for more than ten years now,

she is the main driving force behind the Group’s growth and business expansion and decides

on its strategies, policies and corporate direction. A nominated Member of Parliament since

July 2002, Ms Lum also holds several positions in the public service. She is a board member

of SPRING Singapore as well as Singapore’s representative to the APEC Business Advisory

Council (ABAC) and a member in the SME “Get-Up” Committee. Ms Lum has a Bachelor of

Science (Hons) degree from NUS.

EXECUTIVE VICE PRESIDENT

DEIRDRE MURUGASU

Dr Murugasu is the Chief Operating Officer and Executive Vice President of the Group.

She worked for nine years with the Ministry of Health before joining Hyflux in 1996. Her last

appointment there was as a specialist in Family Medicine. Her previous appointment in

Hydrochem was as Head of Business Development, for which she was responsible for

development, application and marketing of new products and services of the Group to

relevant market sectors. Her current appointment as the Group COO entails overseeing

the Group’s operations, including day to day operations, sales and marketing. Dr Murugasu

is also a director in three other companies in Singapore. She holds a Masters of Medicine

(Family Medicine) from NUS.

EXECUTIVE VICE PRESIDENT

FOO HEE KIANG

Mr Foo is Executive Director and Executive Vice President for Special Projects. He worked

as a Sales Manager for Multico System Engineers Pte Ltd, a construction equipment and

building materials company, for eight years before joining Hyflux in 1998. Mr Foo is in

charge of the Group’s special projects, which require intensive management expertise and

structured planning. With more than 15 years of marketing and sales experience behind

him, he also takes on marketing and sales of the Group’s products and services. Mr Foo

holds a Bachelor of Engineering degree from NUS.
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NON-EXECUTIVE DIRECTOR

GAY CHEE CHEONG

Mr Gay was appointed Non-executive Director of the Group on 3rd August 2001. Currently

Deputy Chairman/ CEO of 2G Capital Pte Ltd, he was JIT Group’s Group Executive Director

and MD to the various JIT companies in Singapore and overseas during the four years he

was there. Mr Gay holds directorships in a number of companies in Singapore. He holds

honours degrees in Electronic Engineering from Royal Military College of Shrivenham, UK

and in Economics from University of London, as well as a Masters in Business Administration

from NUS. He also attended the Royal Military Academy (RMA) in Sandhurst and was

awarded Best Overseas Student.

INDEPENDENT DIRECTOR

LEE JOO HAI

Mr Lee was appointed Independent Director of the Group on 19 December 2000. A CPA

with memberships to ICPAS and Institute of Chartered Accountants in England and Wales,

he is a partner in a public accounting firm in Singapore. He has more than 20 years of

experience in accounting, auditing, taxation and company secretarial work. Mr Lee holds

directorships in a number of other companies in Singapore.

INDEPENDENT DIRECTOR

TEO KIANG KOK

Mr Teo was appointed Independent Director of the Group on 19 December 2000. A lawyer

with more than 19 years of experience in legal practice, he is currently a senior partner of

Shook Lin & Bok, a firm of advocates and solicitors, heading its corporate finance and

China practice groups. He specialises in corporate finance, international finance and

securities and has advised listed companies extensively on corporate law and compliance

requirements. Mr Teo holds directorships in a number of other companies in Singapore.



SENIOR MANAGEMENT

EXECUTIVE VICE PRESIDENT, CHIEF FINANCIAL OFFICER AND COMPANY SECRETARY

LIM KIM SENG

Mr Lim is Executive Vice President, Chief Financial Officer and Company Secretary for the

Group. He is responsible for the Group’s financial and corporate secretarial affairs. Mr Lim

has over 20 years of experience in industry and in banking. Prior to joining the Group in

2000, he held senior managerial positions in finance, corporate secretarial functions and

human resources with major American MNCs and a leading local bank. Mr Lim graduated

with a degree in accountancy from the University of Singapore and holds a MBA from

National University of Singapore. He is a non-practising member of the Institute of Certified

Public Accountants.

SENIOR VICE PRESIDENT, CORPORATE SERVICES

CHRISTOPHER MURUGASU

Mr Murugasu is Senior Vice President for Corporate Services. He is responsible for the

Group’s human resource, procurement, information technology and general administration

functions. Prior to joining Hyflux in August 2001, Mr Murugasu accumulated over 15 years

of experience in the public sector well as with a foreign bank. He holds an honours degree

in Computing Science from Imperial College and a Masters degree from the London School

of Economics.

SENIOR VICE PRESIDENT, STRUCTURED PROJECTS

HURN DAVID CHARLES

Mr Hurn is Senior Vice President for Structured Projects. Prior to joining Hyflux, he worked

for more than 10 years in the power industry, initially in the construction of power stations

and later in the development and financing of independent power projects. Mr Hurn’s current

position with Hyflux is to lead development for the Group’s subsidiary, Hyflux Engineering,

which invests in the growing market of privately financed water projects and other process

industries that utilise Hyflux’s membrane technologies. He holds a Masters degree from

Cambridge University, UK.

VICE PRESIDENT, FINANCE

GRACE GOH

Ms Goh is the Vice President for Finance. She joined the Group in August 2002 and is

responsible for the financial management, internal controls and accounting functions of

the Group. Ms Goh has more than 15 years of experience in external audit, financial

management and control, internal audit and human resource administration with both

MNCs and SMEs. She has worked in Singapore, China, Hong Kong and the United States.

She holds a Degree in Accountancy from the University of Singapore and an MBA from the

University of Wales and Manchester Business School (UK). Ms Goh is also a Certified

Internal Auditor and non-practicing member of the Institute of Certified Public Accountants

of Singapore.



VICE PRESIDENT, OPERATIONS

LEE LENG KEONG

Mr Lee is Vice President for Operations. He is responsible for the Group’s overall operations.

Mr Lee has over 18 years of experience in the Automation and Control business and held

senior managerial positions with MNCs covering a wide range of industries including

Petrochemicals, Oil and Gas, Power, Water Treatment, Construction Materials, Pulp and

Paper, and Food. He also worked overseas in China, Hong Kong and Thailand for eight

years. Mr Lee holds a Bachelors degree in Electrical and Electronic Engineering from

Nanyang Technological University of Singapore.

SENIOR VICE PRESIDENT, CHINA OPERATIONS

CHONG EE YONG, STEPHEN

Mr Chong is Senior Vice President for Hyflux’s operations in China. He has over ten years

of experience in setting up companies and managing operations overseas. Mr Chong had

established and managed operations in Ho Chi Minh City, Shanghai, Tianjin, Budapest,

Zhuhai, Shenzhen and Hong Kong. Mr Chong holds a Bachelor of Engineering (Civil) from

the Royal Military College (UNSW), Australia. He is also a graduate of the Royal Military

College of Science (Shrivenham), UK and has a GDFM from Singapore Institute of

Management.

VICE PRESIDENT, GENERAL MANAGER, CHINA OPERATIONS

GE WEN YUE

Mr Ge is Vice President for Business Development and the General Manager of Hydrochem

Engineering (Shanghai) Co. Ltd. He joined Hydrochem in 1994. Being a pioneer in the

China operations, he is also responsible for overseeing the research, development and

sales of membrane technology in China. He holds a Bachelor of Chemistry degree from

Shanghai Science and Technology University.

VICE PRESIDENT, FINANCE & ADMINISTRATION, CHINA OPERATIONS

GU JIA LONG

Mr Gu is Vice President for Finance and Administration and the Vice General Manager of

Hydrochem Engineering (Shanghai) Co. Ltd. He joined the Group in 1999 and is responsible

for the daily operations, financial jurisdiction and general administration of Hydrochem.

Mr Gu has more than 36 years of experience in a wide range of industries. Having headed

chemical factories and institutions and development companies, he has also covered

portfolios in finance and human resource.
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CORPORATE MILESTONES

APRIL 2003

Upgraded to SGX Mainboard Listing

FEBRUARY 2003

Awarded “Singapore’s Best Small

Company 2002" by Asiamoney

JANUARY 2003

Awarded Contract by PUB for

Singapore’s first ever 30MGD 20-yr

BOO Desalination Plant

Investment in revolutionary water

generator – Aquovate™ Technology

DECEMBER 2002

Awarded contract by PUB for

NEWater Plant at Seletar which will

produce 24,000 cubic metres of

NEWater a day

NOVEMBER 2002

Presented the “Most Admired

Sesdaq Company” Award by

Smart Investor Magazine

Hyflux Engineering signed a

water service agreement with ISK

Singapore Pte Ltd, to build a water

treatment facility to supply high

grade industrial water and

deionised water to ISK’s titanium

dioxide plant at Tuas for an initial

period of 3 years

OCTOBER 2002

Hyflux Engineering secured

USD15.4 million contract to supply

process plant for Sinolac

manufacturing facility in China

Ranked as one of the  “World’s 200

Best Small Companies” by Forbes

Global Magazine

SEPTEMBER 2002

Awarded Chestnut Avenue

Waterworks contract worth S$27

million for the upgrading of potable

water treatment works utilising

membrane filtration system

JUNE 2002

Hyflux’s Strategic

Corporate Brand Redevelopment

MAY 2002

Attainment of ISO 9001: 2000

Certification

MAY 2002➔ APRIL 2003➔ ➔

The official launch of the Bedok NEWater
Visitor’s Centre.

Minister for Trade and Industry, BG George Yeo with
Hyflux Board of Directors at the launch of
Hyflux’s new corporate identity.

Minister for Environment, Mr Lim Swee Say,
finding out more about the revolutionary Aquovate
Technology from Executive Vice President,
Mr Foo Hee Kiang, at Water & WasteTech 2003.
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$’000 1998 1999 2000 2001 2002

Turnover 6,391 6,929 20,759 27,235 45,267

Profit Before Tax and Minority Interest 1,058 430  8,631 9,447 11,603

Minority Interest – –  –  5  402

Profit Attributable to Shareholders  681  79  6,370 7,355 12,261

Non-current Assets 332  795 4,861 15,066 18,517

Net Current Assets 1,644  (12) 4,867 21,163  42,784

Non-current Liabilities 284  482  597 1,513 4,892

Shareholders’ Equity 1,719  310 9,131 31,366  53,915

Minority Interests – – – 3,350 2,494

Net Tangible Assets per share (cents) 1.17 0.21 6.3 15.6  21.3

Earnings per share (cents) 0.47 0.05 4.4 3.38 5.33

Dividend per share (cents) 0 0 0.6 0.5 1.0

Return on Turnover (%) 10.7% 1.1% 30.7% 27.0% 27.1%

Return on Equity (%) 39.6% 25.5% 69.8% 23.4% 22.7%

Dividend yield (%) 12% 10% 10%

FINANCIAL HIGHLIGHTS
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OPERATIONS REVIEW

MARKETING REVIEW

Group sales grew by 66% to $45.3 million in 2002. Both our core markets of Singapore and China posted growth of 113% and 60% to

$23.9 million and $19.8 million respectively.

In Singapore, most of our sales were to the municipal sector where we won two new projects, each with a contract value of $27 million.

As a result, municipal sales accounted for about 48% of total sales in 2002, up from about 18% a year ago while Singapore regained its

position as our largest market with a 53% share of our total sales.

In China, we continued to focus on the industrial market, serving customers particularly in the biotechnology and the pharmaceuticals

sectors. This culminated in our securing our largest industrial project of US$15.4 million to supply the process plant for an organic acid

manufacturing facility. Thus despite the weak industrial market in Singapore, our industrial sales were still up by 5% to $23.5 million.

ORGANISATION REVIEW

Our staff strength rose from 257 at the beginning of the year to 352 at year-end. As a result, personnel expenses were up by 44% to

$6.9 million in 2002. Most of the increase was in our engineering, technical, sales and marketing teams at our Singapore and our Shanghai

operations.

NUMBER OF EMPLOYEES AS AT 31 DECEMBER 2001 2002

Singapore 82 169

Shanghai 85 105

Hangzhou and Ningbo 90 78

Total 257 352

FINANCIAL REVIEW

TURNOVER

Turnover grew by 66% to S$45.3 million compared to FY2001. The increase came primarily from municipal sales in Singapore from the

completion of Bedok NEWater project and the award of two new contracts during the year – the raw water treatment plant at Chestnut

and the NEWater plant at Seletar. Municipal sales jumped by 352% to S$21.8 million in FY 2002, compared to S$4.8 million a year ago.

Industrial sector turnover of S$23.5 million was 5% higher than that achieved in FY2001. China registered a 60% increase in industrial

sales to S$19.8 million, boosted by sales growth in the biotechnological and pharmaceutical industries. Partially offsetting these growth

was the fall in Singapore industrial sales resulting from the slow recovery from the industrial sectors.

PROFIT

The group registered profit after tax of S$12.3 million, a year on year increase of 67%. The higher profit after tax was largely due to

strong growth in the group’s two main core markets in Singapore and China, which recorded a growth of 113% and 60% respectively.

By geographical segments, net margin from operations for the Singapore and China markets average 21% and 36% as against 31% and

38% respectively in 2001. The lower margins were attributed to the higher municipal sales in Singapore and the expansion of engineering,

technical, sales and marketing functions in both the Singapore and Shanghai offices. In absolute terms, however, group profit from

operations grew by 29% to S$12.1 million. Partially offsetting the increase in business, selling, administrative and financial expenses was

the fall in tax expense of S$2.1 million arising from the tax incentives enjoyed by the Company and its subsidiary in Shanghai, China.

Through prudent fiscal planning, the Group was able to continue to forge ahead in its competitive core markets while maintaining net profit

margin at last year’s 27%.
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CASH FLOWS AND CASH MANAGEMENT

For FY2002, net cash generated from operating activities amounted to S$3.4 million compared to net cash used in operations of

S$4.6 million in FY2001. The substantial increase in cash generated from operating activities came primarily from profits generated

from operations and the reduction in working capital requirements. For the investing and financing activities, the group raised a total of

S$17.6 million from a private equity placement and bank loans. Partially offsetting the cash inflows were the payment of dividends of

S$1.83 million and a total of S$6.1 million in purchases of fixed assets, development of intellectual properties and a long-term investment.

As at 31 December 2002, the group’s cash balance stood at S$17.1 million, S$13.5 million higher than that of FY2001.

EARNINGS PER SHARE (EPS)

EPS for FY2002 was 5.33 cents, up 58% from 3.38 cents in FY2001. The higher EPS was a result of a significantly higher profit after tax

in FY2002, which more than offset the increase in issued shares arising from the private share placement and bonus issues.

Shareholder’s fund ended the year up S$22.5 million to S$53.9 million, enhanced by private shares placement and retained profits.

Debt equity ratio stood at 0.14, up from 0.09 in FY2001.



RISING
TO A

CRESCENDO
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RISING VISIBILITY - OUR PROJECTS

2002 marked a groundbreaking year for Hyflux when it took on

high recognition projects in both the industrial and municipal

markets. Demand from the biotechnological and pharmaceutical

sectors in China continued to be l ively as Hyflux ventured

aggressively into the region. In Singapore, the Group has secured

large municipal projects, utilising municipal membrane-based water

treatment technology.

Hyflux’s maiden project for the municipal sector was won in

December 2001. The S$16.1 million contract with the Public Utilities

Board (PUB), Singapore was to supply process equipment for an

advanced dual membrane high grade water reclamation plant at

Bedok, Singapore. Completed in late 2002, the plant now processes

32,000 cubic metres a day of high-grade water or NEWater from

treated wastewater. NEWater is used primarily for direct non-potable

use in the wafer fabrication industry for wafer production and in

commercial buildings for air-con cooling purposes. In addition, some

of the NEWater is also used for indirect potable use.

NEWater is a sustainable and reliable alternative water resource for

Singapore. It plays a strategic role in Singapore’s long-term plan to

be self-sufficient in water supply. Hyflux is proud to be part of this

NEWater initiative to ensure that Singapore’s future water supply

remains a sustainable and sufficient resource.

SUSTAINING THE FLOW

Following Hyflux’s successful first venture into the municipal market,

another NEWater project was secured in December 2002. This time,

the contract worth S$27.8 million is for the design and construction

of a NEWater plant at Seletar, Singapore.

The Seletar plant, with a capacity of 24,000 cubic metres daily, will

be equipped with advanced membrane and ultraviolet technologies.

More significantly, Hyflux’s proprietary Kristal300TM Ultrafiltration

membrane technology has been selected for use in the Seletar

NEWater plant and this is a clear endorsement of the company’s

capabilities in providing advanced membrane products and services

for municipal-sized water treatment facilities. This project has also

enhanced the Group’s reputation and regional recognit ion

as a leading provider of high quality, high performance ultrafiltration

membrane systems for demanding applications. It has also put the

group on the world stage as a recognised membrane manufacturer.

In September 2002, Hyflux also achieved another first by clinching

PUB’s first advanced membrane potable water treatment plant to

be constructed at the Chestnut Avenue Waterworks at a cost of

S$27 million. With a capacity of 273 million cubic metres daily, the

Chestnut Avenue Waterworks will be the second largest membrane-

based raw water treatment plant in the world when it is completed

in 2003.

CARRIED ON A CREST

After a year buoyed by success, Hyflux took a giant step into the

big league by landing Singapore’s first seawater desalination project

awarded by PUB, worth S$250 million. This landmark deal aims to

supply 136,000 cubic metres of desalinated water a day when

completed in 2005. The plant will have the capacity to meet some

10% of the island’s water needs.

The consortium “Singspring” will build, own and operate the plant,

with Hyflux owning a 70% stake in the consortium and partnering

Ondeo. Singspring has the strength and stability of an internationally

recognised company, and the flexibility and local knowledge

afforded by a home-grown specialist. The Hyflux Group expects to

secure contracts worth at least S$100 million in engineering,

construction and procurement activities – largely from the supply

of Hyflux’s proprietary membrane systems. Recurring income is also

expected from operations and maintenance activities until 2025.

As the first-ever desalination plant in Singapore to supply drinking

water, this project marks a significant milestone in the Group’s

focused endeavour to become a world-leading water treatment

company. It places Hyflux firmly within the international water

treatment arena and positions the Group as a potential strategic

player for future large-scale municipal projects in Singapore

and beyond.

Artist’s impression of the
Seletar NEWater Plant.



MAKING WAVES
IN THE REGION
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GATHERING MOMENTUM

With continual growth in the scope and complexity of i ts
projects and operations, Hyflux is fast becoming a major player in

Asia Pacific’s water industry.

Of the four major water treatment contracts awarded in Singapore

between December 2001 and January 2003, Hyflux was successful
in tendering for and clinching three of them – the two NEWater
plants at Bedok and Seletar, and Chestnut Avenue Waterworks,

a raw water treatment plant.

With the Singapore government singling out four “national taps” –
direct import of water, local water sources, NEWater and desalination

– to ensure long term supply of water for the country, Hyflux is now
playing a pivotal role in the development of the latter three. This is
testament to the capabilities and direct competitiveness of the

Group. It also highlights Hyflux’s technical competence and
management strength to take on large scale municipal projects.

For a project as significant as the Bedok plant, one involving the
production of NEWater and bearing implications for Singapore’s
future water sufficiency, it was an impressive feat for Hyflux, a home-

grown company, to deliver the project in record time.

The Bedok NEWater plant is now fully equipped with an advanced
dual membrane and UV disinfection system built by Hyflux to

rigorous specifications, and showcased to the public by a gleaming
Bedok NEWater Visitors’ Centre which provides a clear view of the
plant’s design and operations .

Securing Singapore’s first seawater desalination project will prove to
have even broader implications for Hyflux. Not only a deal of landmark

size, this project will position Hyflux as a strategic player in Singapore,
showing the way to large municipal projects in the future, and put the
Group on firm footing to expand into Asia and beyond.

Despite highly competitive tenders for the project from global players,
Singspring was selected as it was able to offer the lowest price for
desalinated water over a 20-year period, while fully meeting the

comprehensive technical and performance standards. As the
“designer, builder, operator and investor” for the project, the Group is
able to offer the most reliable and optimised “Build-Own-Operate”

(BOO) solution. In fact, this venture is Asia’s very first “project-financed”
30MGD water deal. Indeed, Singspring is proud to be able to transform
the promise of desalination into a sustainable reality in Singapore.

Previously mostly out of bounds due to the limited capital of the young
company, this award will provide the Group with the critical mass to

compete against international heavyweights for foreign projects in
the future – a market estimated to be worth US$400 billion annually.

SIMPLY KRISTAL CLEAR

Hyflux began as a small integration player, buying and assembling
packaged systems for industrial clients. Since then, it has expanded
its portfolio to become a full-fledged manufacturer of advanced

proprietary membranes as well. The abil ity to develop and
manufacture membranes provides a robust foundation for further
business growth and helps differentiate the Group from its

competitors. Hyflux’s proprietary membranes are also finding
demand in overseas markets.

The transformation began in the early 1990’s when Hyflux founder

Olivia Lum realised the potential in membrane technology and was

convinced it was the future of water treatment. However, testing of

off-the-shelf membranes from large suppliers revealed that they were

designed for specific applications and were not easily customisable

for clients. Hence, Hyflux launched into customised membrane

manufacturing which would allow the Group to experiment and

manufacture membranes of different formulations in order to provide

value-add to the clients and industries. The Kristal300TM ultrafiltration

membrane that will be used in the Seletar NEWater plant is an

example of Hyflux’s focused efforts in membrane technology.

Over the past decade, membrane technology has made great strides

in water and wastewater treatment. It is enjoying widespread use

and are increasingly applied to treat not only water but also other

liquids in the biotechnological, pharmaceutical, and oil and gas

industries. Clearly, with the enormous customisable flexibility of

Hyflux’s proprietary membranes, the market potential arising from

their development is enormous.

TAPPING THE PULSE OF THE FUTURE - BIOTECHNOLOGY

Leveraging on proprietary in-house R&D, Hyflux has pioneered a
membrane system, the first of its kind, capable of filtering liquids
for the production of organic acids in biotechnology-related

industries such as pharmaceutical and food processing.

With biotechnology considered a fast growing “sunrise” sector in
many growing economies worldwide, and especially in China, the

market potential of this membrane is exciting. In October 2002,
Hyflux Engineering Pte Ltd, a wholly owned subsidiary, acquired
a 19.5% equity interest in Sinolac (Singapore) Pte Ltd for

US$1.7 million. Sinolac was incorporated to own and operate
a biotechnology manufacturing facility for the production of lactic
acid. The facility, to be completed in late 2004, will have an initial

production capacity of 10,000 metric tons of organic acid a year,
with a staged expansion to 50,000 metric tons per year.

Under the arrangements of the contract, Hyflux Engineering will
discharge a US$15.4 million deal to supply the process plant for
the Sinolac manufacturing facility. In return, Sinolac will pay a

US$2 million licensing fee for a period of 5 years to use Hyflux’s
proprietary membrane filtration technology. The Group will further
benefit from new proprietary know-how gleaned from the design

and fabrication of the membrane-based liquid treatment plant
and filtration systems. The Sinolac project is a clear example of

Hyflux harnessing existing capabilities for innovative solutions.

In addition, it has also helped Hyflux to secure a constant source of

revenue from the biotechnological sector, an added market for

membrane technology.

When completed in 2004, the plant will be the largest source of

revenue for the Hyflux Group in China. China currently already

accounts for a substant ia l  part  of  the Group’s revenues.

Industrialisation and growing affluence in the country will offer

exciting opportunities for Hyflux as the Group continues its march

towards regional growth.
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WAVES OF INNOVATION

At present, Singapore’s water supply is collected through three  main

sources, also known as the “three  taps”. They are namely: (a) water

catchment areas like the local reservoirs, (b) importation of water

and (c) new alternative sources like NEWater. In 2005, the nation’s

very first desalination plant will become the “fourth tap” to meet the

increasing demand of water consumption.

The Group is always searching for new and cutting edge technologies

to meet modern, escalating water needs, through the spirit of

entrepreneurial endeavour.

At Hyflux, a true entrepreneurial culture is painstakingly nurtured at

all levels of management. Motivation runs high for all staff, a clear

effect of overall dynamism and business vitality.

The Group is ever vigilant in seizing new opportunities and

assimilating best practices to stay ahead of the competition, being

a firm believer in training and infusing new technology at its business

activities.

THE 5TH TAP - AQUOVATETM TECHNOLOGY

Our commitment to water safety in an increasingly uncertain world

drives breakthrough technologies.

As the technology that makes water out of thin air, Hyflux launch of

AquovateTM Technology marks the Group’s first foray into the

consumer market. This patented technology, based on the building

blocks of Hyflux’s advanced membrane and purification technology,

will revolutionise the drinking water industry. In a broader framework,

it is the viable solution to more than 1 billion people worldwide who

were previously denied ready access to high quality drinking water.

AquovateTM with its roots in originality is a versatile, source

independent and high performance generator technology for the

home or work area. AquovateTM is the process of extracting, purifying

and continual ly refreshing water by re-circulat ion through

Ultraviolet(UV) purification and Hyflux ultrafiltration technology.

It is a safe, convenient, economical, and virtually unlimited water

source. It also provides the additional benefit of purifying the ambient

air. Not requiring any external water source, AquovateTM technology

provides the freedom of free-of-any-piping or storage requirements.

It is a Hyflux-made product built for performance, value and reliability.

Through Hyflux’s 2% stake in Air 2 Water Inc, an American company

which holds the 20-year patent for the Air 2 Water technology, Hyflux

will manufacture the machines in Asia. Hyflux has established

companies having exclusive manufacturing and marketing rights

covering almost all of Asia, China, India and Australia. Hyflux has a

75% equity stake in both joint ventures.

With original manufacturing targets of 10, 000 units in 2003, it is

targeting the Asian market where bottled water consumption hit

25.6 billion litres in 2000, representing 23% of the global bottled

water consumption. Currently, Asia accounts for 15% of the bottled

water market global share valued in 2000 at US$4.7 billion, but this

is expected to surge significantly in coming years. Furthermore, the

three largest Asian markets – China, Indonesia and Thailand – have

joined the world’s top ten markets for the bottled water market.

Clearly there is excellent global potential for Hyflux AquovateTM

revolutionary patented technology.

Products made to harness the AquovateTM Technology will bear the

made-in-Singapore label, a well known mark of quality. This will

help establish the “Made in Singapore” brand name on the global

technology map. In addit ion, Hyflux wil l  market and brand

AquovateTM Technology aggressively with great care over its image

and profile. Hyflux will further increase and deepen its product

portfolio in the future and concurrently developing new markets

and opportunities.

1. Artist’s Impression of 30MGD
Desalination Plant

2. Draft Schematic Layout of Part of the
Desalination Plant

1. 2.
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A HIGH WATER MARK

Water is an increasingly precious global resource, and water

treatment a growing industry. The United Nations estimates that

by 2025, about 5 billion people will find it difficult or impossible to

meet their needs for fresh water. In Singapore and beyond, Hyflux

is determined to be a key part of the answer to this increasingly

urgent need.

Since 1989, Hyflux has successfully partnered with more than 200

clients from Asia Pacific and Africa. International players have singled

out Hyflux as a preferred partner for their flagship projects due to

the Group’s outstanding professionalism and world wide recognition

of its capabilities and values.

In 2002, Hyflux continued to receive accolades for outstanding

performance.

ISO 9001:2000

In May 2002, Hyflux announced the attainment of ISO 9001: 2000

for “The Manufacturing of Membrane Products for Filtration”.

The certification is a reflection of a high standard of manufacturing

quality for in-house manufactured membranes. It also signals

Hyflux’s commitment to go the extra mile to ensure that its products

will consistently meet the high expectations of all its customers.

FORBES WORLD’S 200 BEST SMALL COMPANIES 2002

Hyflux made a debut on Forbes Global magazine’s list of the world’s

200 best small companies in 2002. The “200 Best” list is, according

to Forbes, “a compilation of financially strong small-cap businesses”

and that “each company on this list has earned its place and is,

indeed, good enough to be called one of the best”.

MOST ADMIRED SESDAQ COMPANY 2002

Hyflux was presented with the Most Admired Sesdaq Company

Award in November 2002 by Smart Investor magazine. A poll was

conducted with 400 readers of Smart Investor between August and

September 2002. The Hyflux Group received the most votes in the

poll. This is recognition of the investment community’s confidence

in the company and the direction in which the management is leading

the company.

BEST SMALL COMPANY IN ASIAMONEY’S BEST MANAGED

COMPANIES POLL 2002

Hyflux was awarded “Singapore’s Best Small Company 2002" by

Asiamoney in the categories of Southeast Asia Best Managed

Companies, Best Corporate Governance and Deals of the Year 2002.

This marked the recognition which global investors accord Hyflux.

CASCADING SUCCESS

Hyflux’s strategy reinforces its aim to be the world leading water

treatment company. It is founded on the recognition that Hyflux needs

to focus on building on its proprietary membrane know-how and core

business in order to expand overseas and secure long-term growth.

With business opportunities in water reclamation picking up around

the region, Hyflux’s priority will be to build a solid platform in Singapore

and strengthen customer and product delivery for regional expansion.

HARNESS PROPRIETARY TECHNOLOGY

Hyflux will continually be on the look-out for new and applicable

technology in the fluid and water treatment business. Hyflux will

step up in-house R & D activities and also look to the possibility of

acquiring complementary technologies through direct investment

or joint development.

BUILD RECURRING INCOME STREAMS AND FOCUS ON

CORE BUSINESS

The Group seeks to grow the core business and increase market

share in the industrial and municipal sectors by offering outright

sales or BOT programs, at the same time leveraging proprietary

technology to secure larger value projects and developing new

applications and new markets.

INVEST IN SYNERGISTIC BUSINESSES

Hyflux will leverage proprietary membrane technology to develop

new applications for the treatment of process streams and other

liquids, especially in the high value and fast growing area of

biotechnology. The group will also explore potential tie-ups with

synergistic partners to apply these new technologies in large growing

markets such as China and other parts of Asia.

THE CLEAR PROMISE

2002 has laid the foundation for strong future success. The Hyflux

Group has embarked on an infrastructure-building exercise to

prepare for the realisation of big league projects. Recent acquisitions

have increased the number of membrane production lines, expanded

fabrication workshops and upgraded R & D facilities. Hyflux looks

to the future with optimism borne of entrepreneurial spirit and

innovation, a commitment to improve the environment and total

professionalism.

The Group’s clients have been a source of constant strength and

support for Hyflux’s growth, both in Singapore and abroad. Hyflux

values its partnerships with its clients and embarks on every project

with the understanding to provide the best value proposition – in

terms of experience, innovation, speed and cost-efficiency.

In the past year, the Hyflux Group won several milestone water

treatment projects. This has placed Hyflux on the regional map as

a major water treatment company capable of competing on equal

footing with internationally recognised water treatment firms.

The continued success of the Hyflux Group is largely due to the

sound business fundamentals and the entrepreneurial spirit that

exists in our company.

Hyflux’s strength lies in the common vision shared by all in the Hyflux

group of companies. We have witnessed the passion and drive of

the staff at all levels within Hyflux and together, Hyflux will continue

to play a major role in Singapore as well as in the region to meet the

need for advanced membrane filtration, and above all, clean water

for tomorrow’s needs, today.
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CORPORATE STRUCTURE

HYFLUX LTD

HYFLUX
INTERNATIONAL

LTD
(100%)

HYFLUX
ENGINEERING

PTE LTD
(100%)

HYDROCHEM
(S) PTE LTD

(100%)

SINGSPRING
PTE LTD

(70%)

HYFLUX
AQUOSUS

(SINGAPORE)
PTE LTD

(75%)

HYFLUX
AQUOSUS

(SHANGHAI)
CO. LTD.
(100%)

HYDROCHEM
ENGINEERING

(S) PTE LTD
(100%)

NINGBO HUALU
MEMBRANE

TECHNOLOGY
CO. LTD.

(75%)

HANGZHOU
ZHEDA HUALU

MEMBRANE
ENGINEERING

CO. LTD.
(55%)

HYDROCHEM
ENGINEERING
(SHANGHAI)

CO. LTD.
(100%)


