JADASON ENTERPRISES LTD
(REG. NO. 199003898K)

RESPONSE TO QUERIES FROM SINGAPORE EXCHANGE SECURITIES
TRADING LIMITED ON THE COMPANY’'S ANNUAL REPORT 2019

The Board of Directors (the “Board”) of Jadasondfptises Ltd (the “Company”, and

together with its subsidiaries, the “Group”) reféosthe queries raised by Singapore
Exchange Securities Trading Limited (“SGX-ST”) oft dune 2020, in respect of the
Company’s Annual Report for the financial year eh@l December 2019 (“Annual

Report”).

The Board wishes to provide the following additibimdormation in response to SGX-
ST’s queries:

uery (a)

With reference to the audited consolidated caskv fktatement on page 47 of the
Company’s Annual Report 2019, please provide anlaegton for the material
difference in

0] the amount of the net cash flows generatednfroperating activities of
approximately $4,535,000, as compared to the utedidfinancial results
announcement of the Company of $3,845,000 for thantial year ended 31
December 2019;

(i) the amount of the net cash flows used in itwegsactivities of approximately
$(551,000), as compared to the unaudited finamemults announcement of the
Company of $(847,000) for the financial year endg&december 2019; and

(i)  the amount of the net cash flows used in ficiag activities of approximately
$(3,255,000), as compared to the unaudited finanesallts announcement of the
Company of $(2,269,000) for the financial year eh@& December 2019; and

Please also explain whether and how the Companycbaglied with Listing Rule
704(6).

Company’s response:

Per Per Variance| Note
Annual | Announcemen
Report dated
28/2/202(

S$'00( S$'00( S$'00(C
Net cash flows generated from operating4,535 3,845 690| (1),(2)
activities
Net cas/flows used in investing eivities (551 (847 29€| (2
Net cash flows used in financing activi (3,255 (2,269 (986 | (1)
Net increase in cash and cash equiva 72¢ 72¢ -




Note 1

Subsequent to the announcement on 28 February 202@ was a reclassification of
interest expenses paid on lease arrangements (tnedeew accounting standard SFRS(I)
16 Leases) and short-term loan of S$986,000 fromratimg activities to financing
activities.

Note 2

Subsequent to the announcement on 28 February 2@26,was an adjustment to reduce
the amount of additions of property, plant and pmént and increase the operating loss
by S$296,000.

There was no change to the net increase in casbaamdequivalents in FY2019.

uery (b

Listing Rule 719(1) requires the Board to commanttee adequacy and effectiveness of
the company’s internal controls and risk managersgstiems, and the AC’s concurrence
with the Board’s comments. Where either the Boarthe AC comments that the issuer’s
group’s internal controls or risk management systé@ve weaknesses, the issuer must
provide clear disclosure on the weaknesses anstépe taken to address them.

Please clarify whether and how Listing Rule 71%A$ been complied with.
Company’s response:

The Company would like to add the words 'and effectafter the word ‘adequate’ in the
second paragraph of Page 26 of the Annual Repbd.amended paragraph, with the 2
new words added and underlined, is as follows:

Based on the risk management framework establiahddnaintained by the Group, the
audit findings of our internal and external auditas well as the assurance received from
the CEO and CFO, the Board, with the concurrenab®fAC, is of the opinion that the
internal control and risk management systems pypiane are adequate and effective to
address the key financial, operational, complianod information technology risks
affecting the Group’s operations.

The Company clarified that Listing Rule 719(1) bagn complied with.

uery (C

Listing Rule 1207(10C) states that the annual epaist contain enough information for
a proper understanding of the performance and ¢iahigonditions of the issuer and its
principal subsidiaries, including audit committeesnment on whether the internal audit
function is independent, effective and adequatedpurced.



Please clarify whether and how Listing Rule 120@)LAas been complied with. Where
the internal audit function is outsourced, pleasevide information on the relevant
experience of the accounting firm and the engagéteam.

Company'’s response:

As mentioned in Page 28 of the Annual Report, tbernal audit function of the Group is
outsourced to Yang Lee & Associates. The internditars report primarily to the Audit
Committee (“AC”), and has unrestricted access te tocuments, properties and
personnel of the Group.

Additionally, as mentioned in Page 27 of the AnnBabort, the AC has reviewed the
internal audit plan developed by the internal awditin consultation with, but

independent of Management. The AC has also reviethed audit findings and

recommendations of the internal auditors, and tisfgad that the internal audit function
is performed by suitably qualified and experienpeafessionals.

Yang Lee & Associates, the outsourced internaltauds a professional service firm that
specialises in the provision of Internal Audit, &mprise Risk Management and
Sustainability Reporting advisory services. Thenfiwas set up in the year 2005 and
currently maintains an outsourced internal auditfplio of more than 25 SGX-ST listed
companies in distribution, manufacturing, servidesd & beverage, retail and property
development industries.

The Engagement Team for this engagement compnsesDirectors, a Manager and
supported by two Associates. Each of the two Damscthas more than 20 years of
relevant experience whilst the Manager has apprataly 10 years of relevant
experience.

The AC is of the opinion that the internal audihdtion is independent, effective and
adequately resourced, and the Company clarifiedltising Rule 1207(10C) has been
complied with.

uery (d

Provision 2.4 of the Code of corporate governar@B32(the “Code”) states that, “The
Board and board committees are of an appropriaes and comprise directors who as a
group provide the appropriate balance and mix dfsskknowledge, experience, and
other aspects of diversity such as gender andsagas to avoid groupthink and foster
constructive debate. The board diversity policy pratjress made towards implementing
the board diversity policy, including objectivese alisclosed in the company’s annual

report.”

Listing Rule 710 requires issuers to explicitlytstavhen deviating from the provisions
prescribed in the Code, the provision from whiclhass varied, explain the reason for
variation and provide an explanation on how thectixas it had adopted are consistent
with the intent of the relevant principle. We ndbat the Company had not complied
with Provision 2.4 of the Code as it has not disetb its board diversity policy and



progress made towards implementing the board diyepslicy, including objectives.
Please clarify how the practices the Company hagtad are consistent with the intent
of Principle 2 of the Code, which requires the Blotw have an appropriate level of
independence and diversity of thought and backgronrits composition to enable it to
make decisions in the best interests of the Company

Company'’s response:

The Company made the following disclosure on Pdgeand 20 of the Annual Report
with regard to its board composition and divergitgictices:

The Board believes that it should have a diversftgkills, experiences and network of
business contacts to perform competently. It resagnthe importance of all aspects of
diversity, including diversity of business and istty experience, background, gender
and age. All Board appointments are made on meenid, each Director is appointed on
the strength of his caliber, experience, backgrounginess contacts and ability to
contribute to the strategy and performance of thau@.

The Board currently has two female Directors, duthe five members.

The Board is of the view that its current size @ondposition meets the criteria of its
diversity policy and facilitates effective decisioraking, taking into consideration the
scope and nature of the Group’s operations, amparticular the challenges and demands
of operating in China. The Nominating Committee C\lis satisfied that the Board has
the appropriate mix of expertise and experience] anllectively possesses core
competencies in areas such as accounting and énsgal, business and management
experience, industry knowledge, strategic plannagerience and customer-based
experience and knowledge.

The Board, together with the NC, will review itgesiand composition from time to time,
to ensure that it has the diversity of talents axgberience to govern the Group
effectively.

The qualifications and experience of the Directas also be found on Pages 12-13 and
103-106 of the Annual Report.

Hence, whilst the Company has not disclosed a forimoard diversity policy, the
practices adopted by it are consistent with thenhbf Principle 2 of the Code, which
requires the Board to have an appropriate levahdgpendence and diversity of thought
and background in its composition to enable it ttkendecisions in the best interests of
the Company.

uery (e)
Provision 8.1 of the Code states that “The compdisgloses in its annual report the

policy and criteria for setting remuneration, aslws names, amounts and breakdown of
remuneration of:



(a) each individual director and the CEO; and

(b) at least the top five key management personnel @bamot directors or the CEO)
in bands no wider than S$250,000 and in aggregatéotal remuneration paid to
these key management personnel.” (emphasis added)

Listing Rule 710 requires issuers to explicitlytstavhen deviating from the provisions
prescribed in the Code, the provision from whicthas varied, explain the reason for
variation and provide an explanation on how thectizas it had adopted are consistent
with the intent of the relevant principle. We ndbat the Company had not complied
with Provision 8.1 of the Code with regard to thiesctbsure of the amounts of
remuneration of each individual director and theOCEhe names of the top five key
management personnel (who are not directors oiCt®), and in aggregate the total
remuneration paid to these key management persoBleelse clarify how the practices
the Company had adopted are consistent with tleatimf Principle 8 of the Code, which
requires transparency on the Company’s remunerapiolicies, level and mix of
remuneration, the procedure for setting remuneratand the relationships between
remuneration, performance and value creation.

Company’s response:

The Company has disclosed on Page 24 of the AriRepbrt the remuneration of its
directors in bands of S$250,000, and on Page 26dheh of the key management
personnel (who are not Directors or the CEO) eabwdw S$250,000 in FY2019. No
bonus was paid in FY2019, as disclosed on Pagd @#¥ &\nnual Report.

The aggregate remuneration of the executive Direcad the aggregate Directors’ fees
are also disclosed in the audited financial stateme

As explained on Page 25 of the Annual Report, tleen@any is not disclosing the
remuneration of Directors and key management paegmwho are not Directors or the
CEO) of the Group as it believes that such discmss disadvantageous to the retention
of personnel and business interests of the GroapthHe same reason, the Company is
also not disclosing the names and the aggregateinemation of the Group’s key
management personnel (who are not Directors oCt®) except for those as disclosed
on Page 14. The Group is of the view that disclesfrsuch information increases the
risk of poaching by other competitors, and wouldate/ely impact the competitive edge
of the Group.

The Company has disclosed on Page 24 of the AnReabrt (see Principle 7) its

remuneration policies, and the relationship betweenporate performance, value
creation and executives’ remuneration. Taken adi@eythe Company believes that the
disclosures provided are sufficiently transpareniproviding an understanding of the
remuneration of its Directors and key managemerdgomel, consistent with the intent
of Principle 8 of the Code.



By Order of the Board

Tan Kok Yong
Company Secretary
23 June 2020



