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TriTech carves niche in underground caves
even as it raises funds for water business

| BY SHANNEN WONG |

ai Jun Gang, executive di-
rector of TriTech Group,
is confident the company
will win more public-sec-
tor projects involving un-
derground caverns this year even as it
continues to raise capital to develop
its wastewater-treatment division,
“We plan to bid for jobs involving
underground warehouses and logistics
caverns later this year, We expect the
government (o call for tender for more
underground projects that will draw on
our very niche expertise in creating un-
derground space,” says Cai, 46,
TriTech’s core business is provid-
ing geotechnical engineering services,
including those of design, consultan-
cy and construction fer underground
structures such as storage facilities,
MET stations and tunnels, and sewage
systerns, as well as the supply and in-
stallation of geotechnical instruments
to monitor ground movements.
Last year, projects relating to un-
derground rock caverns contributed
about $2 million o TriTech's revenue.
This year, Cal expects such projects
to contribute a greater percentage to
revenue. Underground rock cavern-
related projects have a higher average
gross profit margin of at least 40%,
whereas that of ground and structur-
al services projects is 30%.

Subterranean specialists

In 2006, TriTech secured its first Jurong
Rock Cavern (JRC) project, valued at
$9.2 million, when JTC Corp appoint-
ed it as project manager and Hyundai
Engineering was put in charge of con-
structing a 9.5 million-barrel storage
facility. The ongoing project involves
TriTech’s providing technical advice
and carrying oul reviews.

The aim of the JRC project — an
tiative of JTC, the statutory board
in charge of national infrastructure
development — is to increase under-

ground oil-storage capacity
onJurong Island, Singapore's
petrochemical industrial hub.
The plan is to build an oil-
stoiage complex beneath
the seabed of Banyan Basin.
‘Upon completion, the under-
ground caverns will be able
to store almost theee million
«cu m of liquid hydrocarbons
like crude oil, condensates
and diesel ol

In 2008, TriTech, acting
as lead consultant in a con-
sortium with SINTEF Byg-
glorsk AS and Multiconsult AS, was
awarded a $1.78 million consultancy
contract by JTC to conduct a feasibil-
ity study on underground rock cavern
usage in Singapore. TriTech has been
working closely with the Public Util-
ities Boand, Energy Market Authority
and Civil Aviation Authority of Singa-
pore, among others, in the study.

Last year, the Economic Strategies
Committee, the high-level committee
1asked by the government to draw
up plans to transform Singapore's
economy over the next decade, lald
out its masterplan for the possible
uses of underground space for in-
dustrial facilities such as the hous-
ing of power stations, data centres,
water-reclamation plants as well as
airport logistics centres.

“In February, we clinched our thind
government-related project, which
is worth $2 million and involves the
geological investigation and assess-
ment of rock condition en the is-
land, " says Cai, adding thal revenue
from projects is derived from progress
billing based on percentage of work
completed. “Working with the au-
thorities has given us a huge advan-
tage over other bidders for these types
of projects. Our company is capable
of delivering jobs from both ends of
the spectrum: construction as well as
consultancy.

“As government underground

projects are often divided into phas-
es, it is unlikely a single company will
gel all the jobs. Everyone will play a
part, but the more established ones ane
bound to take on more projects.”

Cai, who arrived in Singapore in
1994 under a Nanyang Technological
University scholarship, obtained his
Masters in Engineering and PhD and
then worked as Research Fellow for
the university from 1994 to 2001 be-
fore joining TriTech in 2003. He has
also published more than 100 techni-
cal books, scientific papers and con
ference proceedings,

Cai says government jobs are sta-
ble, "less risky™ and have higher profit
margins, compared with those from
private construction firms. Thus, the
bulk of TriTech's revenue came from
government projects. As at last No-
vember, the group’s order book was
$59 million, of which 90%, or $53
million, came from public projects.
Cai says the orders will keep the
group busy for the next three years.
Last year, TriTech secured $37 mil-
lion in new contracts, including a
$5.86 million contract from the Pub-
lie Utilities Board to extend the sew-
er systems in the Marina Reservoir
catchment and Changi coastal areas
as well as a $13.74 million contract
from the Land Transport Authority
of Singapore to provide consultancy
services for the design and construc-
tion of MRT stations and tunnels at
Rochor and Little India along Down-
town Line Stage 2.

Ii the construction of Downtown
Line Stage 3 and underground cave
projects starts this year, Cai says he
is confident TriTech will win some
orders as there are less than 10 play-
ers specialising in geotechnical en-
gineering in Singapore. That would
mean TriTech’s staff of more than 200
— including seven engineers who
hold PhiDs — will have their job cut
out for them.

For THFY 2010 endexd Sept 30, 2009,
67% of the group’s revenue was de-
rived from specialist engineering serv-
ices and the rest was from ground
and structural engineering services.
For that period, the group posted a
net profit of $3.6 million on the back
of $20.6 million in revenue.

TriTech's water focus

Even as it entrenches itself in the geo-
technical engineering industry, TrTech
is going all out to raise funds and win
contracts with its other growth engine;
the wastewater treatment division. Last

TriTech engineering staff hard at work at the Marina Bay Financial Centre

Tuesday, TriTech’s subsidiary SysEng
(8) Pte Lid won a $3.36-million con-
tract to provide water-quality-meni-
toring services and maintain existing
water-quality stations and equipment
in Singapere's waler-caichment areas
and reservoirs,

Last month, TriTech did a rights
issue of 59.1 million warrants priced
at ane cent each 1o fund the expan-
sion of its water division, raising
$491,457. If all the warrants are ex-
ercised, the net proceeds will amount
1o §14.8 million.

In October last year, Tri'Tech issued
up to 35 million new shares at 20 cents
each to raise up to $7 million for its
‘water business. Cai says $6.7 million

has been working on water-treatment
research since 2003, it has yet (o prove
itself in the execution of manufactur-
ing and production. We do believe
that rewards could be sizeable, but
the risk is present. Commercial via-
bility has also not been proven. Fur-
thermore, competition in the water
industry is intense, with several big-
name companies sich as Hyflux,
Keppel Corp and Sembcorp Indus-
tries, which already have a strong
foothold in the industry, Having said
that, many of these plavers are plant
builders and suppliers, and may not
have their own technologies.
“|However,| we see opportuni-
ties for TriTech lo be a supplier of

will go 1o TriTech's subsidiary Beijing
Wisetec, which is setting up a mem-
branes manufacturing facility in the
Chinese capital. It plans to acquire a
factory and equipment to manufac-
ture reverse osmaosis {RO) membranes.
Last November, TriTech also made a
deposit payment of RMBS million ($1
million] for the proposed acquisition
of a plot of land in Qingdao measur-
ing 73,370 sq m, which it intends 0
use 1o set up a production facility for
its RO membranes. Management says
it could take up to two years for the
plant o be fully operational.

Currently, China’s demand for de-
salinated water is a million tonnes
a day and is set to triple aver the
next 10 years,

Yeak Chee Keong, an analyst from
NRA Capital, who initiated coverage
of the stock on Jan 15, says companies
already in the water-related business
generate gross margins of about 25%.
With proprietary products and pat-
ents, he believes TriTech could com-
mand-a higher margin of as much as
30% in the initial stages.

But, Yeak wamns, "Although TriTech

logies to these players while
also competing for plant design and
building projects.”

While Cai admits it would take
another two to three years before
TriTech’s water business starts con-
tributing to the bottom line, he insists
the diversification would be good for
the company in the long run.

“We need to expand vertically and
diversify our business, owing to the
economic cyeles of our core business.
We need a totally different market and
end-users for our products but at the
same time tap the technology and
knowledge that we have,” says Cai.

Yeak says: "Although it is a Cat-
alist-listed company with a market
capitalisation of only $77 million [as
at Jan 15|, we see potential for the
company to grow significantly over
the nexi three years. The growth will
come from its water business, which
it is developing now.”

Last Thursday, TriTech shares
surged to a 52-week high of 36 cents
before closing at 34.5 cents, a 72.5%
increase from its 1PO price of 20
cents in 2008. o
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