Dapai International Holdings Co. Ltd

Agreed-Upon Audit Procedures Report

December 2016




Tel: +65 6828 9118
Fax: +65 6828 9111
www,bdo.com.sg

Our Ref: 2016RPT12149
13 December 2016

Audit Committee

Dapai International Holding Co. Ltd
Clarendon House

2 Church Street

Hamilton HM 11 Bermuda

Attn: Mr Tan Chade Phang

Dear Mr Tan,

Agreed-Upon Audit Procedures Report

We have completed our Agreed-Upon Audit Procedures with regards to the operations of
Dapai International Holding Co. Ltd (“Dapai”) in accordance with our engagement letter
dated 7 April 2016. Attached is a copy of the report prepared for the sole use of the Board
and management of Dapai. Other than the parties mentioned in our engagement Letter,

this report should not be released to any other third parties without prior written consent

of BDO LLP (“BDO”).

This engagement was completed in accordance with procedures designed to meet the

BDO LLP

21 Merchant Road
#05-01

Singapore 058267

objectives as outlined in our engagement letter mentioned above. The results of our

review are subject to the limitations which have been included in our engagement letter.

Yours sincerely,
posis

BDO LLP



Contents

SECTION 1: EXECUTIVE SUMMARY .. ueiviirressoceesassssosceceseesssssssossssessssessscsssssanssssssscesasasssas 4
LOCATION AND DATE OF REVIEW vtiitiiiiiirenaeteesesssesscsssssssssessetssesssssssessssessssssssssessesans 4
SO OPE OF REVIEW viiiiiiiiestseeeesasenesnssesssossessssesssenssassssssasessssssesssssssnsnssoncssssssssesassane 4
B A CK G ROUND ottt ittt ieeueeeeesassassnssssssssssssasssssssessssnnsanssessosssssessssnessssassansosnssasnnas 5
KEY OBSERVATIONS ARISING FROM THE REVIEW ..vvutiiiiiiiiiiiiiitiisiieassiesassensssnnesinssssssnnnees 6
SUMMARY AND MATTERS ARISING .. iitiitteettoneeeereaennsiecssecasssessessssssessosssssessssssssssssssonnnns 13

SECTION 2: REVIEW OBSERVATIONS ..ttiiiitirrreerrtosessseeasssesasosssassssssnsssssassssessssssassasannssss 18
SECTION A: ESTABLISHMENT OF 500 OUTLETS tivtiiiiiiiirrrreeresaessecsossssseosasseesenssessesssessanses 18
SECTION B: REVIEW OF DIST RIBUT T ORS .. e tttiittntiststeeteeeteeeesensnseecssecssetossessnssssasseonssasnane 27
SECTION C: REVIEW OF CONTRACTORS 1ttt ittteenneeesseeesesseesseensseensossssessssssssssssnnsesnnsan 38
SECTION D: OTHER AUDIT PROCE DURES ..ce v iiittiie i teenneeetiasssesesennseseneceanessssesssnsssssnsesnnes 52

APPENDIX 1: DISTRIBUTOR COMPANY DETAILS OBTAINED FROM NATIONAL COMPANY CREDIT

INFORMATION PUBLICATION SYSTEM (FUJIAN) (2Bl WERERATRRL (B ) ) .ovvvveene. 56
APPENDIX 2: COMPANY DETAILS EXTRACTED FROM NATIONAL COMPANY CREDIT INFORMATION

PUBLICATION SYSTEM (FUJIAN) ...evviunniierieeeeitiiiiieeeeeennnnnnnseseeseneerenneosssneenensssssessesensmns 57
(ERLWERBBATRERE GER )i cereerrireereeereeseseesessssssssssssnesssseessssess 57
APPENDIX 3: DOCUMENTS OBTAINED FOR OUR REVIEW.......ccevverereererereremeeremennninemsensssennes 58

CONTENTS 3



|IBDO

SECTION 1: EXECUTIVE SUMMARY

The key objective of this engagement was to perform agreed-upon audit procedures with
regards to a set of documents (“Complaint Document”) raising various concerns with
regards to two Sales Distributors (referred in report as “Highlighted Distributors”) and four
Renovation Contractors (referred in report as “Highlighted Contractors”) and their

transactions with Dapai International Holdings Co. Ltd (“Dapai”).
The Complaint Document provided to us was not dated but the visits were indicated to
have been conducted in 2012. The report highlighted that the two Highlighted Distributors

and four Contractors did not seem to have any sales or supply transactions with Dapai.

LOCATION AND DATE OF REVIEW

We performed this review from 18 April 2016 to 29 April 2016 at Dapai Hui’an Office. In
addition to the review of documents relating to Highlighted Distributors and Contractors,

we also conducted a joint interview with the following process owners:

Mr Liao Jian Jun (Finance Manager)
. Mr Ng Kiat Peen (Chief Financial Officer)
. Mr Chen Xi Zhong (Chief Executive Officer)

SCOPE OF REVIEW

The Agreed upon Audit Procedures have been structured to address whether there is
existing evidence in the form of meeting minutes, invoices or other records that can
confirm the relationship between Dapai and the named third parties in the Document and

if so, the value of transactions with these parties if any.

The following summarises the key objectives of our review based on the above

background.

i.  Document the value of transactions between the Highlighted Distributors and
Contractors with Dapai for the period January 2009 to December 2012 (based on the

available sales and purchase listings)
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ii. Assess if the above transactions such as for sale of goods, renovation projects, prepaid
rental were supported with documents that indicate the nature of the transactions
adequately (based on selected samples)

iii. Assess if funds paid or received for the above transactions were supported with
banking records that indicate the correct payee and payer (based on selected
samples)

iv. Assess the extent of relationship between Dapai and the Highlighted Distributors and
Contractors through mailing confirmation notes and performing site visits (subject to
existence of the companies and only if they are still located in the Fujian province in
China)

BACKGROUND

On 11 November 2009, the Chairman of Dapai had briefed the Audit Committee (AC) on a
campaign to open 500 retail outlets carrying Dapai products to create awareness in China.
The plan was to appoint a group of distributors to set up and manage allocated numbers of
outlets. The Distributors were given RMB 320,000 as an advance for each outlet to
reimburse them for the lease rental for the outlets for two years. The construction of the
outlets was supposed to have been done through appointed contractors on behalf of these
distributors and Dapai was supposed to pay for the cost of fitting out the outlets directly
to the appointed contractors. Three contractors were appointed to supply the furniture
and fittings for allocated numbers of outlets each while one was appointed to provide
renovation services. The three contractors was paid RMB 280,000 per outlet to provide
furniture and fittings while the single contractor was paid RMB 220,000 per outlet to
renovate all 500 outlets. The total expenditure for furniture, fittings and renovation was
RMB 250m for the 500 outlets.

145 outlets commenced operations in the fourth quarter of FY2010 while the remaining
355 outlets commenced operations in the first quarter FY 2011, as indicated in an SGX
announcement. Subsequently by the end of 2011, due to market conditions, the company
had shut down 452 out of the 500 outlets.

We were also informed that there was a previous police investigation conducted over
Dapai’s suppliers and customers arising from a complaint lodged with the police
department. Arising from this investigation, we were informed that the suppliers and
distributors in the list provided to the police had become hostile towards Dapai and we

were advised not to interview any of the highlighted parties.
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A telephone conference was conducted on 30 August 2016 where the key issues arising

from this review were discussed with the Chairman Mr Chen Xizhong and the Audit

Committee members, Mr Roger Tan, Mr Chua Meng Hing, Mr Hu Jirong and the Chief

Financial Officer, Mr Ng Kiat Peen.

KEY OBSERVATIONS ARISING FROM THE REVIEW

The key points arising from this review are summarized below while results of the work

done for the audit procedures are provided in the next section. We have also summarised

comments from the Chairman Mr Chen during our telephone conference on 30 August 2016

for the relevant issues.

Discussion by the Audit Committee on performance of the 500 outlets
The plan to set up the 500 outlets was discussed by the Chairman in the November
2009 AC meeting. We were however unable to obtain any supporting cost analysis or
formal proposal paper on the plan or projected revenue and costs for the 500 outlets.
The total setup cost of each outlet based on prepaid rental to subsidise the
distributors and payments to contractors for renovation and furniture was RMB820,000
(RMB320,000 + RMB280,000 + RMB220,000). Appointed Distributors were also given
RMB320,000 per outlet for purposes of prepaid rental (total RMB160m). Subsequent to
our fieldwork, the current CFO provided us with a spreadsheet that was supposed to
have been prepared by the previous CFO with a cost benefit analysis of managing the
500 outlets by Dapai themselves or through the Distributors but we were not able to
find any reference to this worksheet in the minutes of the Board and Audit Committee
meetings. Similarly, a Board memo prepared by the previous CFO was provided after
our fieldwork by the current CFO that referred to this analysis but we were also not
able to sight any reference to this in the minutes of the Board and Audit Committee
meetings. Hence we had not relied on these worksheets.
The following are some examples of discussions at the Board and Audit Committee
meetings pertaining to matters concerning the operation of the 500 outlets:
e 11 November 2009: The Board approved the draft announcement on the opening of
the 500 outlets
e 9 November 2010: Mr Chen said that all the 500 outlets would be opened early next
year in response to a query from the External Audit partner. Also, the AC Chairman
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requested Mr Chen and the previous CFO to check if the lease agreements were for
5 years or 2 years.

e 23 February 2011: The AC Chairman mentioned that sighting of outlets should
include making sure that fittings are in order and the RMB8,000 was reasonably
utilised by each distributor in accordance with the agreement.

e 9 May 2011: Credit terms to distributors was recorded in the minutes to have been
extended from 60 to 90 days

CTED ..
REpA to visit

e 17 February 2012: The internal audit report performed by
the outlets was discussed. (Note: See next paragraph for more information)

e 28 July 2012: The CFO had mentioned that there was no procedure to keep track
on how and when the outlets were started. The company depended on the
confirmation of the distributors and contractors as the Management was not
experienced. There was also no centralised documents and no proper control, and
the journal entries were brief. It was also mentioned that the CFO has to obtain a
copy of the report by the external auditor on audit confirmations from the

distributors.

Internal audit of 30 outlets in Beijing and Shandong

An internal audit review was performed in 2011 by an outsourced internal audit team
from REDACTED over 30 outlets located in Shandong and Beijing. The report
indicated that the auditors had initially only managed to see two outlets out of 30
selected outlets while another four were not opened at the addresses provided. They
were then given a list of addresses of another 26 outlets by management which they
managed to confirm were in operation. (We note that the outlets or distributors
reviewed by REDACTED did not cover any of the outlets managed by the
Highlighted Distributors as those were in the Fujian province and not in Beijing or
Shandong.)

We were not able to verify any further actions taken to find out the reasons why the
addresses of new outlets were not reflected to Dapai or why they were not informed of
the closure of the outlets.

As there was a significant number of outlets that were not correctly reflected in the
listing maintained by the company, further actions should have been taken to verify
that the listing was accurate and what were the actual number of outlets in operation.

This would provide better assurance that the shareholders’ announcements on the
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number of completed outlets and the number of outlets in operations were accurate at

the time of announcement.

Response by Chairman during 30 August 2016 telephone conference

Chairman responded as this meeting was many years ago, he could not recall exactly
what was discussed at this meeting but the Board would usually direct questions at him
if further actions were required. Moreover, he said that as discussions at the Audit
committee was usually in English, he would not fully understand the discussions.
However, based on an email provided to us subsequent to our fieldwork by the current
CFO from the previous AC Chairman dated 28 December 2011, the Chairman was
requested to provide an explanation on the closure of 400 outlets by the end of 2011.
This email from the AC Chairman was further translated into Chinese by the current
CFO. The AC Chairman had requested for further review into the matters such as
confirming the number of outlets still operating, losses incurred and possibilities of any
recovery. This email from the AC Chairman might indicate that the discussions over
what needs to be done with regards to the operation of the 500 outlets at that time

might have been previously brought to the Chairman’s attention.

Police investigations into Dapai Distributors and Contractors

We were informed by the Executive Chairman that the Police had conducted an
investigation into several Dapai distributors and suppliers in 2013 arising from a
complaint sent to them. A letter signed by the Chairman, which we were informed was
previously submitted to the Police, was also provided to us. This letter provided
details of how a previous deal with a purported banker had turned bad due to
potential fraud by this banker. The Chairman had suspected that this banker was the

one who had initiated the request for investigation into Dapai’s Distributors and

Contractors.
We interviewed Mr Huang REDACTED who represented himself to be from the
REDACTED District police station, at Dapai’s office in Quanzhou. He provided us

a list, on a clean sheet of A4 paper, the following names of the companies which Dapai
was alleged to have recorded fictitious transactions with. According to him, the police
investigation had concluded that there was no basis for the claims that transactions
between Dapai and the following parties were fictitious.

o [BITEMF L E ML 5 (Xiamen Yizhong Trading Company)

o EMFIRF 5 E IR LA (Fuzhou Yipai Trading Company)
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o HIT HEEREAE ML A (Shishi Rixin Xiezhuang Daoju Co. Ltd)

o RMTTEELEFHHEERAA (Quanzhou Qihuangxing Hardware Co. Ltd)

o BHEAZIT L5 HERL A (Fujian Jinjiang Mingyang Furniture Co. Ltd)
o HEEFEMTEREZRL 7 (Fujian Jindi Decoration Engineering Co. Ltd)
o FEHAERSZERAT (Qingdao Li Zhi Yuan Business Co. Ltd)

o ILEBEYLFMRHAMAERAT (Beijing Kai Si Le travel equipment Co. Ltd)

o HEA¥EFHAAMAT (Nantong Red Apple Business Co. Ltd)

o BT EAERABM AT (Shaoxing Guanguan Business Co. Ltd)

Note: The first six companies in italics were in the parties indicated in the Complaint

Document.

We were informed by Mr Huang that we were not able to get an official police report
on the investigation outcomes as the Police department does not provide such reports
to third parties. Hence we did not follow up to further verify the identity of Mr Huang
or details of the police investigation.

Arising from this previous police investigation, we were informed that the companies
being investigated had become very hostile towards Dapai as they were further
investigated for possible tax offences. We were also advised not to conduct face to
face interviews with the Highlighted Distributors and Contractors.

As we were not able to obtain any official police reports, we did not place much
reliance on the matters highlighted from this interview except that we did not visit
any of the distributors or contractors in accordance with the advice given by the
Chairman that the Distributors and contractors were annoyed by this police
investigation and might be hostile towards Dapai’s personnet.

According to the Chairman, the police investigation had not highlighted non-
compliance with any regulations and hence no official police investigation report was
prepared by them. He did not inform the other Board members and he did not think at

that time that the police investigation would highlight any breaches by Dapai.

¢ Establishing the nature of transactions between the Highlighted Distributors and
Contractors
We had intended to review accounting records such as supplier invoices or goods

delivery notes acknowledged by distributors to check the extent of transactions with
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the Highlighted Distributors and Contractors. The system included records regarding
accounts receivables and payables between 2009 and 2012, for all six parties but, we
were not able to obtain most original documents from the Highlighted Distributors or
Contractors such as purchase orders or invoices. That would have provided better

confirmation on the nature of transactions between them and Dapai.

The following were some of the key documents that we were not able to obtain:

Samples requested

# samples not : Alternative documents
available (original | provided
copies) i

Distributor documentation

Selectéd 40 samples of journal voucﬁers fl’:r as_tr-ibutors 40 I __Re_printed journal
with supporting source documents I vouchers from system
Selected 40 samples of distributor issued purchase orders 40 B | 10 photocopied POs
Documents on assessment of two Highlighted Distributors . 2 : NA

Selected 40 samples of bank advices fbr distributor 40 36_ b;ﬁk advices reprinted
transactions by bank
Selected 40 samples of delivery orders acknowledged by 40 31 delivery orders
distributors reprinted by system

Contractor documentation

Selected 38 samples of journal vouchers for contractors 38 Reprinted journal
with supporting source documents | vouchers from system
Selected 78 samples of contractor invoices 78 13 scanned copies
Selected 38 samples of bank advices for contractor ] 38 22 scanned copies
transactions

Approval for appointment of four Highlighted contractors 4 NA

Selected samples of delivery or renovation completion 40 10 scanned copies

reports or

Although we understand companies might discard accounting documents after the
relevant audits have been conducted, as the document retention period in China is 15
years, Dapai should further assess if there are any legal implications of not keeping
their documents and to implement procedures to prevent such recurrences. As we
were not able to obtain many of the requested documents, we were not able to
complete most of our audit procedures and to verify the transactions based on
document trail. We did not carry out any additional tests to check authenticity of the
scanned or photocopies such as by visiting the banks to verify the bank advices as this

was not within the scope of our agreed upon audit procedures.
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Appointment of Highlighted Distributors

No records on the assessment or appointment of the Highlighted Distributors were
available for review. Hence we were not able to review who had approved the
selection of the distributors or what were the reasons provided for their appointment.
For example, one of the Highlighted Distributors managing 50 sales outlets did not
have any transactions recorded with Dapai in FY 2009 although Dapai had represented
that the appointment of Distributors was based on good track records. We were
informed by the Chairman that this Distributor had transactions with Dapai prior to
2009 but not in 2009. Records pertaining to 2008 were however not available for
review already. This reason for appointment of the Distributor was also disclosed in
several shareholders’ announcements released by Dapai including one on 19 August
2011 and another one on 9 March 2012 where it was reiterated by the company that
the Distributors were appointed based on previous working relationships with them.
Without the supporting accounting records, we were not able to verify whether these
statements in the shareholders’ announcement was factually correct.

In addition, this particular Highlighted Distributor had responded to a request for
confirmation of their transaction total and had stated that they never had any

transactions with Dapai. This is further elaborated on page 13.

Responses by Chairman Mr Chen during our 30 August 2016 telephone conference

The Chairman could not recall the basis for appointing this Distributor but said that
this was probably due to assessment that the Distributor was able to perform this task

of managing the sales outlets for Dapai.

Early payment to the Renovation Contractors

Although the agreements for the Highlighted Contractors indicated that the last
milestone for payment should be upon full completion of the work, the Highlighted
contractors, as well as all the other contractors, had already been paid in full by
March 2010. We understand from a previous SGX announcement that 145 outlets were
compteted in FY 2010 and the other 355 outlets were only completed in FY2011. We
were informed that the early payments were to assist the suppliers for purchase of
raw materials. As supplier delivery reports were mostly not available for review, we
were also not able to further verify when construction of each of the outlets was
completed. (Although we were provided on 7 September 2016 after our fieldwork
through an email from the current CFO with a spreadsheet listing the completion
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dates of the various outlets, these completion dates were not supported with any
additional delivery reports. Hence we could not verify the completion dates of the
outlets as indicated in the schedule).

The manner in which the contractors were paid was indicated in the SGX
announcement dated 22 November 2011 as having been made progressively to the
contractors upon the completion of the outlets. Based on our review, this was not the
case as payment was made without reference to completion of outlets but based on
lump sum payments. We were not able to obtain any documents on how the payment

schedule was structured or how it linked to the completion of the 500 outlets.

Prepaid rental given to Distributors

The Distributors who were appointed to manage the outlets were given an advance of
RMB 320,000 per outlet being managed for them to make the lease payments for 24
months. The total Prepaid rental paid to Distributors was RMB160m for the 500 outlets.
The nature and intent of this advance was however not clearly specified in the
agreements with the Distributors. We were informed that this was meant to be an
indicative amount and even though the outlets were closed within a year, the
remainder of the prepaid rental was not deemed to be refundable by the Distributors
to Dapai. As the total prepaid rental was RMB160m, we were concerned on the lack of
documents available on how the prepaid rental should be or were administered or the

lack of restrictions on the type/ size of shops that they should be used for.

Response by Chairman during 30 August 2016 telephone conference

The Chairman mentioned that there might be some criteria for prepaid rental
approved by the Board but he could not recall discussion on this as it was a long time
ago. However, we were not able to sight any discussion of the criteria in the minutes

of Board or Audit committee meetings from 2009 to 2012.

Confirmation notes and site visits

We performed site visits at the various registered addresses of the Highlighted
Distributors and Contractors though we did not attempt to contact anyone at the
premises. As the six Highlighted Distributors and Contractors no longer has any
transactions with the company and the personnel previously liaising with these
companies had already left the company, we were not able to obtain more updated

contact details on the six parties other than their registered addresses.
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We had sent had confirmation notes to the six parties to confirm their transactions
with Dapai for the period from 2009 to 2012. We received the confirmation note from
one of the Highlighted Distributor, Xiamen Yizhong Trading Company who said that
they did not have any transactions with the company. We have yet to receive
responses from the remaining five parties.

As we do not have access to interview the Distributors, we have not followed up on
this negative response from this Highlighted Distributor. Further review will need to
be done to ascertain the extent of transactions between them and Dapai. The total
recorded value for this Distributor who purportedly managed 50 sales outlets was
around RMB40m for the period 2009 to 2012 as well as RMB16m of prepaid rental.

Responses by Chairman Mr Chen during our 30 August 2016 telephone conference

The Chairman mentioned that this Highlighted Distributor might have wanted to avoid
investigations by tax authority should they verify the sale amount and also that these
were transactions done five to six years ago which might have been forgotten by the
company. We have proposed in this report for further review be done for this to

ascertain the response by this distributor.

SUMMARY AND MATTERS ARISING

Our scope of work for this engagement was limited to the Agreed upon audit
procedures as indicated in our engagement letter. We were however, not able to fully
verify that transactions have been carried out and properly recorded due to
incomplete documents. This was mainly due to the review period being more than five
years ago. Hence, the following matters highlighted were assessed based on the
documents provided some which are copies of originals which we have not further

verified.

The following were the key concerns arising from this review and for which further
actions might need to be taken. As we were informed that documents which might
have been previously available were no longer available for our review, we would like
to highlight that in some cases, we were only able to make assumptions based on the

limited documents provided:
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i. Possible breach of local regulations on document retention
We have highlighted in this report that various documents relating to our selected
samples were not available for review. Many documents were only available as
copies of the originals or reprinted such as bank advices and journal vouchers. As
we understand that accounting records need to be kept for 15 years in China,
Dapai should seek legal advice on potential implications that they have not fully
retained the accounting records pertaining to less than 15 years ago and to
determine whether any immediate actions need to be taken. CEO had emphasised
that in China, it was not uncommon for companies to discard accounting records
and supporting documents after five years especially after tax audits have been
conducted.
In relation to the copies of source documents provided to us, alternative
confirmation should be considered to verify them to their originals such as the
copies of sales invoices, bank advices, delivery orders provided as it was not in our
scope of work for this engagement to further verify authenticity of documents

provided to us.

ii. Potential inaccuracies in SGX announcements

Based on the documents reviewed, there were some potential inaccuracies in the

corresponding SGX announcements made. Under the Appendix 7.1 Corporate

Disclosure Policy, Part IX to the listing rules, “The content of press release or

other public announcement is as important as its timing. Each announcement

should be factual, clear and succinct.” The following are some examples:

e The appointment of Distributors to manage the outlets was stated to have
been based on past working relationships with them but one of the Distributor
did not have any sales transactions recorded for the year (2009) preceding
their appointment in 2009.

e The suppliers of furniture and renovation for the 500 outlets were paid based
on a lump sum schedule without specific reference to delivery of services but
they were said to have been paid based on the completion of the outlets.

e The changes in 28 out of 30 locations of distributor outlets selected as samples
in an internal audit conducted should have been followed up upon to check
that the 500 outlets were in operation as they were frequently mentioned in

SGX announcements in 2011.
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e The amounts paid for furniture and fittings indicated in announcements, such
as the one on 19 August 2011, omitted the Value Added Tax portion paid to the
suppliers amounting to RMB20m. The amount disclosed in the announcement
was RMB 230m while the amount paid was RMB250m including the tax portion.
These announcements should have been further reviewed for accuracy and
moving forward, procedures should be established to better ensure that future
announcements are checked for factual accuracy.

As many documents relating to the 500 outlets were not available for review they

might affect the above points had they been available.

iii. Consideration for matters to be released as SGX announcements
We were informed that the local police had received a complaint about the
transactions with some Dapai distributors and suppliers and had corresponded with
the Dapai Chairman on this matter. We understand that this was a preliminary
inquiry and subsequently there was no basis found to initiate a formal
investigation. We were further informed that the Board was not notified of this
matter. As such investigation could potentially involve many parties, the Board
should have been notified for a decision on the best course of action and whether
shareholders should have been kept informed such as through an SGX

announcement.

iv. Adverse confirmation by Distributor on sales and prepaid rental transactions
We have received a confirmation note from one of the highlighted Distributor that
the amounts recorded by Dapai relating to sales transactions and prepaid rental
transferred to them were not accurate as they have not had any dealings with
Dapai as reflected in the confirmation note. Further checks to verify their
comments with them should be conducted since this could indicate serious lapses
in the accounting records had this Distributor made their representation

accurately and in good faith.

v. Lack of internal controls over payments to suppliers, payment of prepaid
rental and monitoring of outlets
We note that the current CFO who was only appointed on 1 July 2011 had also
commented in the AC meeting on 28 July 2012 that “there was no procedure to

keep track on how and when the outlets were started. The company depended on
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the confirmation of the distributors and contractors as the Management was not
experienced. There was also no centralised documents and no proper control, and
the journal entries were brief.” Presumably as the outlets were mostly closed by
the end of 2011, no further action was taken to improve the reporting process for
the 500 outlets. In line with Listing Rule 719, the Company is required to have “a
robust and effective system of internal controls, addressing financial, operational

and compliance risks.

Similarly, we have highlighted in this report the following weaknesses in internal

controls:

e Selected sample documents not available for review

e Apparent lack of management oversight over the payments of RMB 250m to
suppliers as they were made in lump sums rather than based on services
rendered or goods provided

e No documents on the conditions or parameters for using prepaid rental of
RMB160m given to distributors were available and we could not obtain any
analysis such as obtaining lease agreements to review the actual terms.
Although we were subsequently provided with a spreadsheet with details of
cost computation and revenue, it was not dated or signed or referred to in any
minutes of Board or Audit Committee meetings.

e No records that lease agreements were obtained during that time to check
that the distributors had correctly and completely applied the prepaid rental
amount to outlets managed for Dapai.

As the transaction values pertaining to the renovation, furniture, prepaid rental

and revenue of the 500 outlets were very significant to the company, actions to

address the weak internal controls should have been taken a bit more

expeditiously.

During our telephone conference on 30 August 2016, one of the AC members highlighted
that the overall governance of the Group had been improving over the years as the China
based management became more familiar with the requirements of a Singapore listed
entity. A Compliance Advisor (CNP Compliance Pte Ltd) was also appointed by the
Company on 1 October 2012 to assist the Company and the Director in its compliance with
the continuing disclosure requirements of the Listing Rules as well as to further enhance

its standard of corporate governance within the Group. PrimePartners Corporate Finance
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Pte Ltd had replaced CNP Compliance Pte Ltd from 18 December 2014 to 30 September
2016.
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SECTION 2: REVIEW OBSERVATIONS

The following are the detailed outcomes of our audit procedures. More details are

provided in the Appendices where applicable.

SECTION A: ESTABLISHMENT OF 500 OUTLETS

1. Review the Board and Audit Committee meeting minutes between April 2008 to
December 2012 to highlight the following:

Approval for establishment of the 500 outlets

Approval for the distributors and renovation contractors (if any)

Discussion over the operations of the 500 outlets where it pertains to control or
cost issues

Any mention of the Distributors or Contractors mentioned in the Document

We have reviewed the Board of Directors (“BOD”) and Audit Committee (“AC”)

meeting minutes from April 2008 and December 2012.

e Approval for establishment of the 500 outlets

e Approval for the Highlighted distributors and renovation contractors (if any)

e Discussion over the operations of the 500 outlets where it pertains to control or
cost issues

e Any mention of the Highlighted Distributors or Contractors mentioned in the

Document.

The following were the respective Board members and their appointment/

cessation dates:

Chen Xizhong 26 December 2007 Active
Cheng Yong 26 December 2007 29 April 2014
Lim Kern 27 February 2008 27 April 2012
Lam Peck Heng 27 February 2008 2009
Wong Hung Khim 10 March 2008 5 March 2012
Sam Kok Yin* 27 February 2008 6 January 2012
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Director | Appointment Cessation
Hu Jirong 15 July 2011 Active
Chua Meng Hing 2 April 2012 Active
Richard Tan Kheng Swee 30 April 2012 7 July 2016
Fong Pin Jan 1 March 2016 Active
Tan Chade Phang 1 March 2016 Active

Note: The Directors in italics were appointed after most of the 500 outlets were closed
*Mr Sam Kok Yin expressed disagreement with the business strategy of providing significant downward

adjustments on prices of products sold to distributors as one of his reasons for cessation.

iii. The following related items were recorded in the minutes of the Board of
Directors (“BOD”) and Audit Committee (“AC”) meetings from April 2008 to
December 2012:

Minutes of Board meetings

APPROVAL FOR ESTABLISHMENT OF THE 500 OUTLETS
11 November 2009:
REDACTED
APPROVAL FOR THE DISTRIBUTORS AND RENOVATION CONTRACTORS (IF ANY)

Not applicable

DISCUSSION OVER THE OPERATIONS OF THE 500 OUTLETS WHERE IT PERTAINS TO CONTROL OR
COST ISSUES

27 April 2012:
REDACTED
ANY MENTION OF THE HIGHLIGHTED DISTRIBUTORS

Nil

Minutes of Audit Committee meetings

APPROVAL FOR ESTABLISHMENT OF THE 500 OUTLETS
11 November 2009:

REDACTED
11 August 2010:

REDACTED
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Minutes of Audit Committee meetings

9 November 2010:

REDACTED

23 February 2011:
REDACTED
APPROVAL FOR THE DISTRIBUTORS AND RENOVATION CONTRACTORS (IF ANY)

27 April 2009:

REDACTED

DISCUSSION OVER THE OPERATIONS OF THE 500 OUTLETS WHERE IT PERTAINS TO CONTROL
OR COST ISSUES

11 November 2009:

REDACTED

9 May 2011:
REDACTED

8 November 2011:
REDACTED

17 February 2012:

REDACTED

28 July 2012:

REDACTED

ANY MENTION OF THE HIGHLIGHTED DISTRIBUTORS

Nil

Obtain the Delegation of authority pertaining to sales to Distributors or purchases

We were provided with Dapai’s Delegation of Authority (“DOA”) Matrix dated 1

January 2013 which indicated the approving limits for various types of transactions.

The following exceptions were noted:

We were provided with a DOA which the Finance Manager said applied to 2008
and 2009. However, we the effective date indicated on this 2008 and 2009 DOA
was 1 January 2013. The differences between these two DOA were:
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Authorised party ' DOA for 2008 and 2009 DOA wef 1 Jan 2013
Fixed assets
DGM Below (incl) RMB500,000 Below (incl) RMB1,000,000
GM or CEO Above RMB500,000 Above RMB1,000,000
Written of bad debts
DGM Below (inct) RMB300,000 Below (incl) RMB500,000
GM or CEO Above RMB300,000 Above RMB500,000
Disposal of Assets, Fixed asset adjustment
DGM Below (incl) RMB500,000 Below (incl) RMB1,000,000
GM or CEO Above RMB500,000 Above RMB1,000,000

ii. The DOA Matrix dated 1 January 2013 for the year 2008 and 2009 did not include
who should be the approving parties for the following:
o Approval of distributor agreements, discounts, selling prices margins, delivery
orders, sales invoices, appointment and assessment of distributors.
o Purchasing process such as payments of prepaid rental to distributors, approval
of purchase agreements, payments to contractor more than RMB 300, 000

approved by GM or Executive Chairman.

3. Obtain documented procedures pertaining to sales to distributors and purchasing
or contracting with suppliers
We were provided with the following Standard Operating Procedures (SOP) of Dapai
International Holdings Co., Ltd.
e (Cash management dated 1 January 2013
e Purchasing dated 1 January 2013

e Account receivables dated 1 January 2014
However, we were not able to obtain the SOP for sales to distributors and purchasing
or contracting with suppliers which applies to the period between January 2009 and

December 2012.

4. Review any bad debts or credit notes pertaining to the distributors highlighted in

the Document

Bad Debts
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Based on the 2012 provision for doubtful debts listing for Dapai Bags (China) Co., Ltd
(“Dapai Bags China”) and Quanzhou Dabao Light Industry Products Co., Ltd
(“Qaunzhou Dabao”), none of the “Highlighted Distributors” were reflected in the
listing. We were informed that the Highlighted Distributors had settled all their debts
by then. The following table provides the outstanding balances from the Highlighted

Total Outstanding Amount
(RMB)

Distributors for the respective years:

Highlighted Distributor Name -

i i i 2010
Xiamen Yizhong Trading Company (& REDACTED
NEXRBZHERAR)
i i i 2011
Xiamen Yizhong Trading Company (/& REDACTED
NEARHERAR)
ipai i B 2010
Fuzhou Yipai Trading Company (8| REDACTED
HFRRBHEFRAR)
Fuzhou Yipai Trading Company (#&/1| 2011 REBACTED
RIRE ZFERAT)

Credit Notes
We were informed by the Finance Manager that no credit notes were issued for the
period from 2009 to 2012.

5. Highlight any long outstanding receivables from the distributors highlighted in the

Document as at the current period

Based on our review of AR Ageing as at 29 February 2016 for Dapai Bags (China) Co.,
Ltd (Dapai Bags China), Dapai (China) Co., Ltd (Dapai China) and Quanzhou Dabao
Light Industry Products Co., Ltd (Qaunzhou Dabao), there were no outstanding
balances for the Highlighted Distributors, Xiamen Yizhong Trading Company (B[ TEAX

% 5 AR /AF)) and Fuzhou Yipai Trading Company (18 /1 IR %R 5 & R A ).

6. Check the extent of goods returned from the named Distributors in the Document
We were informed that as there were no sales returns from January 2009 to December
2012 for Dapai Bags China, Dapai China and Quanzhou Dabao, there were no sales

return reports.

SECTION 2: REVIEW OBSERVATIONS 22



|IBDO

Review the report of the previous internal auditor of the company (at that
material time) and if necessary, to interview the working parties of the previous
internal auditor

We have reviewed the following internal audit (“IA”) reports:

. REDACTED dated 5 February 2009
o REDACTED dated 24 February 2010
o REDACTED dated 27 April 2011

o REDACTED dated 9 February 2012

The following exceptions related to distributor matters were highlighted in the IA

report from REDACTED dated 24 February 2010:

i. Some distributor agreements were not available for sighting.

ii. Some distributor agreements were in original and some in photocopies.

iii. Visits to some distributors were still being considered by Management.

iv. Some provisions in the distributor agreement may be inconsistent with certain
prevailing Chinese laws and regulations such as amount of deposits to be
collected for purchase orders placed during trade fairs and choice of jurisdiction
of a court by agreement.

v. No formal DOA and procedures on authorised personnel to sign the distributor
agreement &/or Sales & Purchase Agreement ("SPA").

vi. SPA did not specify whether the unit price stated in the SPAs is inclusive of the
VAT

vii. Top 10 distributors provided by Management were different from those provided

by external auditors.

According to the IA report from SERCTED dated 9 February 2012, physical
sighting of 15 outlets located in Beijing and Shandong was performed from 15
December 2011 to 27 December 2011.

i. Beijing outlets: Only two out of 15 selected outlets were located at the address
provided. Four outlets were not opened at the provided addresses. The internal
auditors were informed that the remaining nine outlets had been closed by the
distributor.

ii. Shandong outlets: The internal auditors did not visit any of the 15 outlets as they
were informed by Dapai’s representative that the distributor in Shandong has

closed all the 15 outlets.
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iii. Another list of 13 Beijing and 13 Shandong/ Xi’an outlets were provided for the
site visits and the internal auditors were able to verify that these outlets were

selling Dapai products at the addresses provided.

We were not able to verify if the internal audit issues had already been followed up as
there were no indication of such matters in the subsequent minutes of Board of
Directors and Audit Committee meetings. This was presumably due to the subsequent

closure of the 500 outlets.

The current CFO had on 7 September 2016, subsequent to our fieldwork, provided
with a list of addresses of the outlets in the different cities but this spreadsheet was
not signed by the reviewer and looked like a working draft. Hence, we have not relied
on this listing. The spreadsheet was also supposed to have been sent to the external
auditors to plan for their units but we were not able to obtain any detailed reports on

their visits.

Responses by Chairman Mr Chen during our 30 August 2016 telephone conference

During our discussion with the Chairman on this issue, he responded that he usually
relied on any direct questions to him if the Board required any further actions to be
taken or if they need his attention in any matters highlighted during the meetings.
Moreover, the meetings during the period were conducted in English and he could not
usually follow most of the discussions. In relation to this issue on the outlets, he was
not made aware of any further actions needed, which he would have taken as it was
many years ago and he cannot recall details of what had transpired during the
meetings. Subsequent to our fieldwork, the current CFO provided an email trail from
the previous AC Chairman dated 28 December 2011 requesting the Chairman to provide
an explanation on the closure of 400 outlets by the end of 2011. This email from the
AC Chairman was further translated into Chinese by the current CFO. The AC Chairman
had requested for further review into the matters such as confirming the number of
outlets still operating, losses incurred and possibilities of any recovery losses. This
email from the AC Chairman might indicate that the discussions over what needs to be
done with regards to the closure of the 500 outlets might have been previously brought

to the Chairman’s attention.
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Interview the current CFO of the company who was appointed prior to the closure
of all the outlets on the state of his knowledge in relation to the 500 outlets

We were informed that Finance department provided the CFO with an updated listing
of the 500 outlets on a quarterly basis. The financial performance of the company
including the 500 outlets was discussed during the Audit Committee meetings. The
current CFO had visited some of the outlets (out of the 15 selected samples) in Beijing

together with outsourced Internal Auditors, REDACTED

Subsequent to our fieldwork on 7 September 2016, the current CFO sent us additional
documents on the analysis of costs (handed down from the previous CFO) to set up 500
outlets as well as emails discussing the external auditor’s comments on their visits to
the outlets. The emails also included an email from the AC Chairman to request

Management to address the issues highlighted by the auditors.

Interview the previous external auditor (or the members of the working group) in
relation to his team'’s assessment or visits to the 500 outlets

We were not able to conduct interviews with the previous external auditor or his
working group and members as we were informed by current CFO that they have

already left the audit firm.

We were on 7 September 2016, subsequent to our fieldwork, provided with a list of
outlets from the current CFO that were indicated to be samples for the external
auditors. However, we were not able to obtain any further formal documentation that
the external auditors had visited the outlets indicated in this list or what were the
outcomes of their review if it had been conducted. Hence, we have not relied on this

listing.

The current CFO has also on 7 September after our fieldwork, forwarded us an email
thread with an email dated 23 December 2011 from a Senior Audit Manager from
Grant Thornton, commenting that their visits to the outlets were not satisfactory as
most of the outlets were closed. We were not able to obtain further confirmation on
which outlets were visited by Grant Thornton and what were the detailed outcome of
their visits based on the location of the outlets. A subsequent email was sent on 26
January 2012 from the same audit manager to the AC with additional audit queries on

the 500 outlets such as documentation on opening and closing of outlets, receipts
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from landlord on opening the shops, reasons that they were not allowed to interview
the distributors. We were not able to obtain any documented response to their
queries although the AC meeting on 17 February 2012 touched broadly on most of
these areas highlighted in the email.
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SECTION B: REVIEW OF DISTRIBUTORS

10. Obtain a list of distributors for the period January 2009 to December 2012 to

11.

check if the distributors are recorded in the list
We were provided with the account receivables listing for four years 2009 to 2012.

The Highlighted Distributors Xiamen Yizhong Trading Company (B[ TEAR SHRAF)

and Fuzhou Yipai Trading Company (#&/M Ik H %G R A =) were listed as customers
in the years 2010 and 2011.

For Distributors who have been included in the Document, document the
transaction total with them during the review period and whether there were any
outstanding amounts

The following is the breakdown of the sales of Dapai Bags (China), Dapai (China) and
Quanzhou Dabao for the period from January 2009 to December 2012. The total sales
transactions between the two Highlighted Distributor Xiamen Yizhong Trading
Company (B[ 1HE AR HHE FRAF) and Fuzhou Yipai Trading Company (& MFIRR &4
R /2 &) and Dapai Bags (China) were:

Sales Total Xiamen Yizhong Trading Company | Fuzhou Yipai Trading Company (F##f#
(RIEARZHRAR) RRBFRAH)

2009 REDACTED REDACTED
2010 REDACTED REDACTED
2011 REDACTED REDACTED
2012 REDACTED REDACTED
Total

REDACTED REDACTED

The Finance Manager informed us that there were no sales transactions between the
Highlighted Distributors and the other two entities, Dapai (China) and Quanzhou
Dabao.

The table below provides details of the outstanding balances at the respective period
with Dapai Bags (China). Based on our review of the December AR Ageing Report for
2009 to 2012, the following total outstanding balances were within 90 days
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Outstanding Xiamen Yizhong Trading Company  Fuzhou Yipai Trading Company (&M%

amount (MNEARBFRAT) RABEFRAT)
2009
REDACTED REDACTED
2010
REDACTED REDACTED
2011
REDACTED REDACTED
2012
REDACTED REDACTED

Obtain the Distributor registration records to check if details captured on the
Distributors, if any, match to the details indicated in the Document.
We were not able to obtain copies of the registration records or any of the documents

provided by the customer when first appointed.

The selection, evaluation and approval of appointment of the distributors were not
documented. Therefore, we were not able to ascertain whether other criteria such as
track records, capability to deliver results and reliability in the past years were
considered during the assessment and approval process for appointment of the
distributors. We were informed that the above processes were discussed in the

Management meetings but were not documented.

Check if the persons or committee who had recommended the creation or

appointment of the distributors were recorded in the documents provided

We were not able to obtain documentation related to creation or appointment of the
two Highlighted distributors Xiamen Yizhong Trading Company (B 1ER&R 5F R A7)
and Fuzhou Yipai Trading Company (& MR 5B FR A &). We were informed that
the selection and evaluation processes were performed by the Sales Manager and
Deputy General Manager (GM) of Sales and approved by the Executive Chairman at

that point in time.

Select up to 40 samples of distribution transactions with the Distributors (at least
10 per distributor) found both in the Document and supplier listing to check if the
following forms have been attached:

e Distribution agreement
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e Delivery orders for goods sent
¢ Invoice to Distributor
e Collection records such as bank transfer forms

e Prepaid rental for outlets

We were informed that in general, distributors such as those who were not involved in
the establishment of the 500 outlets usually sign Sales Distribution Agreements (“Sales
Agreement”) with the company. Distributors assigned to establish the 500 outlets had
signed a separate agreement (“Outlet Sales Agreement”) which included the provision
of the RMB320k prepaid rental for each outlet and other general terms regarding the
management of the outlets. There was, however, no mention of how the RMB320k
prepaid rental was going to be monitored or applied by the distributor although we
were informed that it was meant to be the amount of rental over 24 months that the
Distributor should pay for the outlets. There was no specific clauses to indicate what
should be done if actual rental differs from this or where and how big the outlets
should be.

Sales transactions with distributors

We selected 40 sales invoices from the Sales Invoice Listing for 2009 to 2012 for
Xiamen Yizhong Trading Company (J& [ TE AR 5E R &) and Fuzhou Yipai Trading
Company (M FHIRFA HERAF):

The following were the tests performed and the outcomes are indicated in the

following table:

DOCUMENTS REQUESTED AND TESTS PERFORMED
Sales Distribution Agreement
Outlet Sales Agreement (500 outlets)

Customer Purchase Order
Delivery Order signed by customers

Sales Tax Invoice

o U A W N =

Bank Advice matched to Highlighted Distributor name and amount in general

ledgers

~

Bank Statement reflected with receipts from Highlighted Distributors

8. Journal voucher matched to account receivables amount and account name
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Distributor Invoice Invoice
Name Date Value
1 WiTEA® 00393 21 Mar REDACTED N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
SHEBAT 268 2010
2 BI1E/&® 00352 21 May N1 Y1 N1 Y4 N1 YS N1 Y4 Y4
SHEBAT 190 2010
3 Mi1EA® 00352 20 Jun N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
SHEEAF 447 2010
4 BI1EA®E 00367 29 Jun N1 Y1 N1 Y4 N1 YS N1 Y4 Y4
SHEBRAT 029 2010
5 WIEAR 00367 09 July N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SHEBAT 056 2010
6 H|I1EA®R 00527 30 Jul N1 Y1 N1t Y4 N1 Y5 Y2 Y4 Y4
SHMRAT 440 2010
7 WiTEASR 00400 13 Dec N1 Yi N1 Y4 N1 Y5 Y2 Y4 Y4
SHEBRAT 877 2010
8 BiITEM&®E 00063 28Feb N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
SHERAR 274 2011
9 Hi1EA®R 00050 20 Apr N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
SHBAR 037 2011
10 BI1EA®R 00107 19 Aug N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SHERAR 713 2011
11 Wi1E/x®" 00414 28 Sep N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SERAT M4 201
12 WI1EAR 00414 26 Oct N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
SHEBAT 521 2011
13 Hi1EA&A® 00195 30 Jan N1 Y1 N1 Y4 N1 ¥5 Y2 Y4 Y4
SHEBAT 210 2012
14 Mmi1EH&® 00195 16 Feb N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SHEBAT 257 2012
15 BI1EAR 00314 08 Mar N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SHRAR 422 2012
16 FTEA®H 00441 29 Mar N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SHERAT 731 2012
17 HiTEAR 00441 18 Apr N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
BERAT 770 2012
18 BITEL®R 01679 14 Jun N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
BERAT 841 2012
19 BIT1E&® 01679 26 Jun N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SHERAT 887 2012
20 Mi1Es&® 00182 08 Dec N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4

sERAs 14 201
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| Distributor Invoice | Invoice
| Name Date | Value

21 EMNEIRER 00504 02 Feb N1 Y1 Y3 N1 N1 Y5 N1 Y4 Y4
SERAR %2 2009

22 iEMMEIEW 01025 23 Feb N1 Y1 Y3 N1 N1 Y5 N1 Y4 Y4
BERAR 79 2009

23 @JNMEET 01025 13 Mar M1 Y1 Y3 N1 N1 N1 N1 Y4 Y4
SEmAR 318 2009

24 FEJNMEJR® 01025 18 Mar N1 Y1 Y3 N1 N1 N1 N1 Y4 Y4
pHEmAR 326 2009

25 @My 00579 19 Apr N1 Yi Y3 N1 N1 Y5 N1 Y4 Y4
SERAT 374 2009

26 FEMMEIEW 00579 04 May N1 Y1 Y3 N1 N1 Y5 N1 Y4 Y4
SAERAR 404 2009

27 @EJMEIE®E 00579 22 May M1 Y1 Y3 N1 N1 Y5 N1 Y4 Y4
pERAR 44 2009

28 iEJNMEJR® 00579 08 Jun N1 Y1 Y3 N1 N1 N1 N1 Y4 Y4
SARAR 45 2009

29  GEMPEIERE 00145 19 Jun N1 Y1 Y3 N1 N1 N1 N1 Y4 Y4
sEmRAs 143 200

30 EMEIRE 00393 05 Mar N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
BHRAR 201 2010

31 BMERHR 00366 24 Jun N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
BHEBAT 997 2010

32 EM4EIE® 00400 03 Dec N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
SERAT 854 2010

33 iEJM4EYE® 00400 13 Dec N1 Y1 N1 Y4 N1 Y9 N1 Y4 Y4
SEBRAT 882 2010

34 FEMERE 00391 24 Mar N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
BERAT 009 2011

35 FEMMEIEW 00050 18 May N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SEBAR 116 2011

36 iEMU4EEE 00075 15 Jul N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SHERAT 166 2011

37 jEM4EIRSE 00414 21 Oct N1 Y1 N1 Y4 N1 Y5 N1 Y4 Y4
BHERAD 504 2011

38 i EJMfEyE® 00195 07 Jan N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4
SHEBAS 163 2012

39 wEMEER 00195 13Feb Nt YT N1 Y& NI Y5 Y2 Y4 Y4
BHRAT 242 2012

40  FEMEIRTE 00446 24 May N1 Y1 N1 Y4 N1 Y5 Y2 Y4 Y4

BERAT 498 2012
SUMMARY N1: Y1: Y3: Y4 Ni: YS Y2: th: Y4:
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OUTCOMES OF REVIEW

Y1:
Y2:
Y3:
Y4:
Y5:
N1:

We had requested for 40 samples of sales transactions for the two Highlighted
Distributors over the period 2009 to 2012. We note that there were no transactions

Highlighted Sales
Distributor Invoice | Invoice
Name Date

Sales

Value

Original copies were sighted

Only scanned copies were sighted

Only photocopied documents were sighted
Only reprinted system copies were sighted

Reprinted bank advices with original bank stamp were sighted

No document was provided

after 2011. The following table summarizes the documents obtained with reference to

each of the samples:

Document

requested

2 Customer

Distributor We were not able to obtain original copies of the Distributor Agreements
Agreement (saltes) for the two selected highlighted distributors for the period from
(Sales) January 2009 to December 2012.

Purchase Order for nine transactions.

We have sighted the following ten photocopied Customer Purchase Order

DP-09020001
DP-09020043
DP-09030022
DP-09030030
DP-09040002
DP-09040033
DP-09050001
DP-09050041
DP-09060004
DP-09060029
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No | Document Remarks
[

requested

3 Sales Tax Invoice = We were not able to obtain original copies of the Sales Tax Invoices for all
and Delivery our selected samples. Hence we were not able to ascertain that the
Order Highlighted Distributors were billed in accordance to the Distributor

Agreements (pricing) or authorised price lists. We were also not able to
ascertain if the discounts given (if any) and quantity delivered were

correct.

Due to unavailability of Delivery Orders and Sales Tax Invoices, we were
not able to ascertain that sales Invoices were billed within the same

month of goods delivered.

4 Bank Transfer We were not able to obtain original Bank Transfer Forms for 4 samples of
Form sales receipts transactions. We were informed that these four bank
transfer forms with Agriculture Bank of China could not be reprinted as

the bank account had been closed.

For the four samples without bank transfer forms, we were provided only
with the Bank Statements, Journal Vouchers numbers in relating to bank
receipts and bank ledgers for our review. However, based on these
documents, it was not possible to ascertain that the payers name were the
same as the distributors name recorded in the distributor agreement as

these documents did not record the payers’ name.

5  Journal voucher = We were only provided with the reprinted Journal Vouchers generated
from the system with pre-printed names of the Account Officer as
preparer, the Accountant as reviewer and the Finance Manager as
approver. The original journal vouchers with the supporting documents

were not available for review.

Prepayment rental to distributors

We selected four samples of prepayments of rental given to the Highlighted
Distributors of Xiamen Yizhong Trading Company (B [TE A% 5 F R A &) and Fuzhou
Yipai Trading Company (& Mk H 5 FRAF]) from 2009 to 2012. As shown in the
following table, none of the original documents pertaining to the prepaid rental was
made available to us. Only two scanned payments were provided and the journal

vouchers reprinted through the system.
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The following were the tests performed and the outcomes are indicated in the
following table:

1. Invoices issued from Highlighted Distributors

2. Outlet Sales Agreements (500 outlets)

3. Payment Request Forms

4. Bank Advices matched to Highlighted Distributor names and amount in general
ledgers

Bank Statement reflected with payment to Highlighted Distributors

Journal voucher matched to account payables amount and account name

Journal voucher matched to payment amount and account name

® N o w

Lease Agreements signed between the Highlighted Distributors and outlet owners

Status of documents provided and sighted

Y1: Original copies were sighted
Y2: Scanned copies were sighted
Y3: Photocopied documents were sighted
Y4: Reprinted system copies were sighted

N1: No document was provided

Highlighted Jv JV Date Payment 2 3 4 7
Distributor Name No Value
(RMB)
1 31 12 Nov - N1 N1 N1 Y2 N1 Y4 Y4 N1

BFITEAABERAR

2009 REDACTED

2 EIEARSLERAT 31 13 Nov N1 N1 N1 Y2 N1 Y4 Y4 N1
2009

3 RMBIRESERAR 31 12 Nov N1 N1 N1 N1 N1 Y4 Y4 N1
2009

4 FEMPREEERAR 31 13 Nov N1 N1 N1 N1 N1 Y4 Y4 N1

2009
SUMMARY N1:  N1:  Nt:
4 4 4

SINIES

The following table summarizes the documents obtained with reference to each of
the samples
No Document requested I Remarks

1 Sales Tax Invoices from We were not able to obtain the original copy of the Sales Tax
two Highlighted Invoices from the two Highlighted Distributors for rental payment.

Distributors
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No Document requested | Remarks

2 Bank Transfer Form, There were two out of four samples which did not have either
Bank Statement and original bank transfer forms or scanned copy of bank transfer
Journal Vouchers forms affixed with the bank stamps. Therefore, we were not able

to verify that payments were made in accordance with the

amount stated in the Distributor Agreements.

For the two samples which did not have the original bank transfer
form, we were provided with Journal Voucher numbers relating to
payment transactions and Bank Ledgers generated from the
accounting system for our review. However, we were not able to
ascertain the payee names were the same as the name of the
Highlighted Distributors’ name for these two samples which would

only be indicated on the bank transfer forms.

We also requested management to reprint the Bank Transfer
Forms from the respective banks. We were informed that the
banks related to the payment transactions (Agriculture Bank of

China) had been closed

3 Lease Agreements signed  Lease Agreements signed between the Highlighted Distributors
between the Highlighted  and outlet owners for all the payments made to the Highlighted
Distributors and outlet Distributors were also not available for sighting.

owners

4 Outlet Sales Agreements  According to the Distributor Agreements (500 outlets), it was
(500 outlets) documented that “The distributor has to focus increasing sales to
expand the market. If the distributors’ sales achieve lower than
70% of the sales target, the Company has right to reappoint other
distributors or negotiate on the basis of partnership or direct
management.” This sales target was not mentioned in the
Distributor Agreement (500 outlets). It was mentioned in the

Distributor Agreement (Sales).

We were informed that change of outlet locations were not
allowed after the outlets had been operated. However, the above
term and condition was not stipulated in the Distributor

Agreements (500 outlets).

15. Check based on the selected samples that the Distributors in the named document
have been appointed and managed in accordance with the documented operating

procedures for appointment of Distributors
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We were informed that there were no documented policies and procedures relating to
the appointment and management of Distributors.
Based on our review of appointment of the distributors and management of 500

outlets procedures, the following exceptions were noted:

i.  Although it was mentioned in the AC meeting minutes 27 April 2009 that the
distributor agreement has to be provided to Directors for review and approval, we

were informed that this was not carried out previously.

ii. We were informed that Management had previously selected samples of 100 to
200 outlets from different distributors to verify the lease agreements for the
rental units. However, the above verification and review processes were not
documented. Therefore, we were not able to ascertain that the verification

process was conducted.

Since Management did not keep copies of the lease agreements, there were no

documents to substantiate rental prepayment for the 500 units.

iii. We were informed that Sales personnel had selected samples of distributors’
outlets for site visits to verify the existence of outlets. The outcomes of the site
visits were then verbally reported to the Sales Manager. Therefore, there were no

documented details of these visits.

Check based on collection records if the payer name is the same as the name of
the customer name

We were not able to obtain original Bank Transfer Forms for four samples of sales
receipts transactions. We were informed that these four bank transfer forms with

Agriculture Bank of China could not be reprinted as the bank account had been closed.

For the four samples without bank transfer forms, we were provided only with the
Bank Statements, Journal Vouchers numbers in relating to bank receipts and bank
ledgers for our review. However, based on these documents, it was not possible to
check that the payer name were the same as the distributors name recorded in the

distributor agreement as these documents did not record the payers’ name.
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Check based on the selected samples that the Distributors are billed in accordance
with the Distribution contracts

We were not able to obtain original copies of the Sales Tax Invoices for all our
selected samples. Hence we were not able to ascertain that the Highlighted
Distributors were billed in accordance to the Distributor Agreements (pricing) or
authorised price lists. We were also not able to ascertain if the discounts given (if

any) and quantity delivered were correct.

Due to unavailability of Delivery Orders and Sales Tax Invoices, we were not able to

ascertain that sales Invoices were billed within the same month of goods delivered.

Check based on the selected samples that invoices were based on the details
stated in the delivery order

We were not able to obtain original copies of the Sales Tax Invoices for all our
selected samples. Hence we were not able to ascertain that the Highlighted
Distributors were billed in accordance to the Distributor Agreements (pricing) or
authorised price lists. We were also not able to ascertain if the discounts given (if
any) and quantity delivered were correct.

Due to unavailability of Delivery Orders and Sales Tax Invoices, we were not able to

ascertain that sales Invoices were billed within the same month of goods delivered.

Check based on the selected samples that the invoice details were correctly and
timely updated in the accounting records

We were not able to obtain original journal vouchers and invoices. We had based on
the re-printed journal vouchers to check against the invoice dates indicated on the
invoice listing to verify that journal vouchers with information such as invoice amount

were timely updated into the accounting records.
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SECTION C: REVIEW OF CONTRACTORS

20. Obtain a list of Contractors for the January 2009 to December 2012 to check if the
Contractors are recorded in the document
We were provided with listing of four suppliers for the period from 2009 to 2012. The

Highlighted Contractors were included in this report.

Name GL Listing

Fujian Jindi Decoration Engineering Co. Ltd (BRE&FEMTELBERAT) 2009 and 2010
Quanzhou Qihuangxing Hardware Co. Ltd (RM TR EE R &HBFRAAD 2009 and 2010
Fujian Jinjiang Mingyang Furniture Co. Ltd GBRABILHAHERLFIRAF 2009 and 2010

Shishi Rixin Xiezhuang Daoju Co. Ltd (AWM AEEMELEFRAE) 2009 and 2010

21. For Contractors who have been included in the document, document the
transaction total with them during the review period and whether there were any

outstanding amounts

The following summarises the accounts payables related to the four Highlighted

Contractors.
Customer Name ' 2009
Total O/s at 31 0/s at 31
December December.
Qﬁanzhbu Qihuangxihg Hardwére Co. Ltd REDACTED
REDACTED REDACTED A
RNTHEELEHMEFRAR) REDACTED
Fujian Jinjiang Mingyang Furniture Co. Ltd REDACTED
= f REDACTED REDACTED D
(REETOIHTEHFENERAE) REDACTE
Shishi Rixin Xiezhuang Daoju Co. Ltd REDACTED REDACTED REDACTE
(AT B ZHREAFRAR) D REDACTED
Fujian Jindi Decoration Engineering Co. Ltd REDACTED REDACTED REDRCTED REDACTED

(REETRIGTERRERAT)

There were no transactions or outstanding amounts with the above Contractors in 2011
and 2012.
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22. Obtain the Supplier Registration records to check if details captured on the

23.

Contractors, if any, match to the details indicated in the Document.

We were able to obtain the photocopied business registration certificate of Fujian
Jindi Decoration Engineering Co. Ltd ({83 & & L2 K R AR 7]) to verify against
the Document. We had conducted our review based on the details of company search
reports retrieved from £E MWEFAERAREAS (FEH. Please refer to the Appendix
2 for the company search details.)

However, we were not able to obtain the registration records of the other three
Contractors such as Business Registration Certificates, Tax Registration Certificate and

other profiles.

Check if the persons or committee who had recommended the creation or

appointment of the Contractors were recorded in the documents provided.

Based on our review of the creation or appointment of the Contractors, the following

exceptions were noted:

i.  We were not able to obtain supplier registration forms related to creation or
appointment of the Highlighted Contractors:

ii.  We were informed that the selection and evaluation processes were performed
by the Purchasing Manager and approved by the Executive Chairman during the
discussion. The Purchasing Manager obtained the price quotations from the
potential Contractors and present them to the committee. We were informed
that the selection and evaluation processes were performed by the Purchasing
Manager and approved by the Executive Chairman during the discussion. The
selection was based on the lowest price quotation submitted by the Contractors.
However, we were not able to ascertain who had recommended the creation or
appointment of the four Contractors as there was no supporting documents for
the super appointment.

iii.  We were not able to ascertain whether other criteria such as track records,
safety records, capability to deliver results, and reliable in the past years
dealing in terms of delivering results were considered during the assessment of

Contractors, as no documentation was available on this.
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The following table shows the price quotations which had been obtained from the
following Contractors:

Name \ Comparative
quotations received

Fujian Jindi Decoration Engineering Co. Ltd GEEE&FHIGTRREERAF) Yes
Quanzhou Qihuangxing Hardware Co. Ltd (RNTTHEEF&HIRFRAT) Yes
Fujian Jinjiang Mingyang Furniture Co. Ltd (@BEETZIHRHERBERAR Yes
Shishi Rixin Xiezhuang Daoju Co. Ltd (A¥iTT BEHREREMRAH) Yes

24, Select up to 40 samples of payment transactions with the Contractors found both
in the Document and supplier listing to check if the following forms have been
attached:

e Budgeted amounts

e Contracts for the projects
e Purchase requisition

e Purchase order

e Supplier invoices

e Bank payment forms/ cheque images.

The following were the tests performed and the corresponding outcomes as indicated
in the following table:
1. Payment schedule and scanned bank transfer forms checked to the payment terms
of contracts
2. Bank payments matched to Bank Transfer Forms with the correct payee name
3. Payments supported by the Contractors’ Tax Invoices

4, Bank Payment traced to Bank Statement

Date Form Ref Amount (RMB)
1. RMHHFREAEHEERAT 12 Nov 2009  Not indicated REDACTED Y1 N2 N1 N1
2. BN EERSHREMRAT 13 Nov 2009 = Not indicated Y1 N2 = N1 N1
3. SNFSEERSHRERAT 10 Dec 2009  Not indicated Y1 N2 Nt N1
4. sNTHEEERLHRERAT 15 Dec 2009  Not indicated Y1 N2 N1 N1
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Contractor Name | Bank Advice | Bank Transfer Payment
Date Form Ref E Amount (RMB)
5. BNHSEETSERERA 25 Dec 2009 Not indicated Y1 N2 N1 N1
6. BNTSEETSHRERAE 31 Dec 2009  Not indicated Y1 N2 N1 N1
7. EEETIHEERIAERAT 12 Nov 2009  Not indicated Y1 N2 N1 N1
8.  mEmamTHeBRAERAT  13Nov2009  Notindicated Yt N2 N1 N1
9. EREE TS HRAERAS 15 Dec 2009  Not indicated Y1 N2 Y2 N1
10. EREE TSR AAERAT 28 Dec 2009 Not indicated Y1 N2 Y2 N1
11. BEET TSR AE 13 Jan 2010 114140447 ¥1 Y2 N1 N1
12. BRET IS HRIAERATE 26 Jan 2010 114140836 Y1 Y2 N1 N1
13. EBEEE TSR ERAT 09 Feb 2010 111049584 Y1 Y2 N1 N1
14. BHET T ERAERAT 23 Feb 2010 111064779 Y1 Y2 Nt N1
15. A AR SEEERAT 12 Nov 2009 Not indicated Y1 N2 Y2 N1
16. bt I t S == A 13 Nov 2009  Not indicated Y1 N2 N1 N1
17. RO R EaaRAT 14 Dec 2009  Not indicated Y1 N2 N1 N1
18. Yot il=F: t s 2yl E=1 VNG| 25 Dec 2009  Not indicated Y1 N2 Y2 N1
19. O ASS R EaaRAT 22 Jan 2010 114140756 Y1 Y2 N1 N1
20. FENRHOREEEESRAR 15 Jan 2010 114140600 YU Y2 N1 Nt
21. AN A S EaaR AR 04 Feb 2010 111029942 Y1 Y2 N1 N1
22. W RSEEaaERAT 22 Feb 2010 111059550 Y1 Y2 N1 N1
23, EEeTE TIRSEERAD 11 Nov 2009  Not indicated Y1 Y2 N1 N1
24, EaeTin TIRSEERAF 12 Nov 2009 Not indicated Y1 Y2 Nt N1
25. EmeTEEM TIRSEERAT 13 Nov 2009  Not indicated Y1 Y2 N1 N1
26. FEeTE TIESREMRATR 18 Dec 2009 Not indicated Y1 Y2 Y2 N1
27, mmeTamTIERSEERAR 11 Dec 2009  Not indicated Y1 N2 Y2 N1
28, mme TR TIRSEERAR 29 Dec 2009  Not indicated Y1 N2 Y2 N1
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Contractor Name Bank Advice | Bank Transfer Payment

Date Form Ref Amount (RMB)

29. BT TIRERERAR 08 Jan 2010 114140315 Y1 Y2 N1 N1
30. BT TIREREERA 15 Jan 2010 114140593 Y1 Y2 Nt N1
31. EaeTEr TIRSEERAT 27 Jan 2010 114140879 Y1 Y2 N1 N1
32. BT TIRSEERAT 02 Feb 2010 111022323 Y1 Y2 N1 N1
33. EaeTEr TIESREARAT 11 Feb 2010 111059504 Y1 Y2 N1 N1
34, Eaewar TIRASRERAT 24 Feb 2010 111072129 Y1 Y2 N1 N1
35, mmemmtrTiEREARAR 02 Mar2010 111081551 YU Y2 N1 M1
36. BT TIRSESRAT 10 Mar 2010 111087249 Y1 Y2 N1 N1
37. BaeEEmTIRSEERAT 19 Mar 2010 111095081 Y1 Y2 N1 N1
38. Eae T TIRSREIRAT 31 Mar 2010 111099285 Y1 Y2 Nt N1
SUMMARY Yi: N2 N1 Nf1:
38 : 2 38

16 31

Y2 Y2

2 7

2

The following legend explain the results of the review:
Y1: Original copies were sighted

Y2: Scanned copies were sighted

Y3: Photocopied documents were sighted

Y4: Reprinted system copies were sighted

N1: No document was provided

N2: No scanned copy was provided

The following were selected samples of purchases from the Highlighted contractors

and the tests performed as indicated in the following table:

1. Verified against the scanned invoices from the Contractors

Contractor Name Tax Invoice Date Tax Invoice Amount (With 1
Reference VAT)
] N1

AMTHSERAMARRAT 15 Nov 2009 00264971 remcr
2. SMTHEEEAMEERAT  15Nov2009 00264972 | "
3 RMBHSEEAMAERAT 16 Nov2009 00264973 N
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Contractor Name Tax Invoice Date Tax Invoice ‘ Amount (With

Reference VAT)
4. RMNHHEERSHSERAR 15 Nov 2009 00264970 N1
5 RMTHEEALLHRAFRAF 12 Nov 2009 00264964 N1
6. RMNTHEEALHSHRAF 13 Nov 2009 00264965 N1
7. RNTMHEERSHRHERAR 13 Nov 2009 00264966 N1
8. RMWHEERLHRAERAF 13 Nov 2009 00264967 N1
9. RMTHEZEREHSHERAST 14 Nov 2009 00264969 N1
10. SMHHEERLSHRAERAT 14 Nov 2009 00264968 N1
1. RNTHELELEHGHERLF 05 Jan 2010 00398321 N1
12, RNTHEERALHSFRLR 04 Jan 2010 00398320 N1
13, RNTHEEALHSERAR 04 Jan 2010 00398319 N1
4. RANTHERFLHGHRAF 04 Jan 2010 00398318 N1
15, SRMWHERALHSERAT 06 Jan 2010 00398327 N1
6. SMHHLERSHGERAT 06 Jan 2010 00398326 N1
17 SMTGHEERSHRERAR 06 Jan 2010 00398325 N1
18. SMHTHERERALHIHERAD 06 Jan 2010 00398324 N1
19. RMUTHEEALHSERAR 05 Jan 2010 00398322 N1
20, RMTHERALHSHERAF 05 Jan 2010 00398323 N1
21, HBRRTEIMEAHFELERAR 05 Feb 2010 00265240 N1
22. BRELITZHELERAS 05 Feb 2010 00265241 N1
23. REESINAHELERAT 05 Feb 2010 00265242 N1
24, BBRATIHABEAERLT 07 Feb 2010 00265243 Nt
25. BEEEITLZHELERAT 08 Feb 2010 00265244 N1
26. WMBAETIWEHRALAERALR 08 Feb 2010 00265245 Y1
27. RERETINAHELERAR 08 Feb 2010 00265246 N1
28, WEATIHAHELERAR 08 Feb 2010 00265247 Y1
29. EEATINAHELERAR 11 Feb 2010 00265248 Y1
0. BEETITLZHELETRAT 20 Feb 2010 00265256 Y1
3. BRETIMLHERERAR 22 Feb 2010 00265257 N1
32 WBATIWRHELERLAD 23 Feb 2010 00265258 N1
33, ERATIHABRAEEAT 23 Feb 2010 00265259 N1
M, BRETIFLHELETRAT 01 Mar 2010 00288418 N1
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Contractor Name Tax Invoice Date Tax invoice Amount (With

Reference VAT)
35, BRASIHLHERERAT 02 Mar 2010 00288419 N1
36. REABIMLHEAERAR 09 Mar 2010 00288425 N1
3. REASITEHERERAR 09 Mar 2010 00288426 N1
38. BRATINLZHEILERLD 14 Mar 2010 00288433 N1
39. BERABOITEBERLERALA 15 Mar 2010 00288434 NA
40. FERTHSHEEEERAT 14 Dec 2009 00185471 Y1
4. ARTHEEEEAERAR 14 Dec 2009 00185472 Y1
42, FERTHEREEATRAR 24 Dec 2009 00185490 Y1
3. AT HEEEERERAR 25 Dec 2009 00185491 Y1
4,  ERTHEHEEEERAR 25 Dec 2009 00185492 Y1
45, AT HEHZERFRAR 25 Dec 2009 00185493 Y1
46, AW HEBEEAETRAT 04 Feb 2010 00447549 N1
47.  AWTHEHFERAERAR 04 Feb 2010 00447550 N1
48, FRTASEEEAERAT 22 Feb 2010 00447564 N1
49.  FAWTTHEHEEAFRAR 03 Mar 2010 00287521 N1
50. AT HEBEEEERAD 06 Mar 2010 00287522 N1
5.  AMTWHSEEAERAT 06 Mar 2010 00287523 N1
5.  AMimHEEEEAERAF 07 Mar 2010 00287524 N1
53, AWM EHEREEAGEAT 08 Mar 2010 00287525 N1
54. AW HEHKEAFRAE 09 Mar 2010 00287526 N1
55. RN O AERAR 12 Mar 2010 00287531 N1
56. AT B&#HEREIRAE 21 Mar 2010 00287540 N1
57. AW EEREEAERAD 21 Mar 2010 00287541 N1
58. WELTEMIRRBERAF 12 Nov 2009 03253029 N1
59. WREFHMLEERARAR 12 Nov 2009 03253030 N1
60. FELTEGTEEREEAT 13 Nov 2009 03253233 N1
6. WERATEGIEREERLA 13 Nov 2009 03253234 N1
62. RELSTHRMHIERBERAFD 13 Nov 2009 03253235 N1
63. RELFRMIBRBERLT 12 Nov 2009 03253026 N1
64, BRLTHGTEEBERAT 12 Nov 2009 03253027 N1
65. FEEREFEMIERBERAS 12 Nov 2009 03253028 N1
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67.

68.

69.

70.

.

72,

73.

74.

75.

76.

77.

78.

Contractor Name Tax Invoice Date Tax Invoice ’ Amount (With

Reference VAT)

BEETRGIRRRERAS 29 Dec 2009 03253438 Y1
BREFTHEGIRRARERAT 29 Dec 2009 03253437 Y1
BREBEHIREBERAT 29 Dec 2009 03253439 Y1
BRETRIGIRRBERAR 08 Jan 2010 03253642 N1
BELTRMIERRERAR 15 Jan 2010 03253848 N1
RELATRMIERRERAF 27 Jan 2010 03254028 N1
RELTRMIERRERAE 02 Feb 2010 03254231 N1
REATEMIBRRERAR 11 Feb 2010 03254437 N1
BELTRMIEBRREFRAR 24 Feb 2010 03254641 N1
BEETEMIERRAERAR 02 Mar 2010 03254846 N1
RELTEMTERRERAR 10 Mar 2010 03274773 N1
RELTWRIGTERRERASF 19 Mar 2010 03274907 N1
RELSTRHGTERRERAR 31 Mar 2010 03275042 N1

N1: 65

Y1:13

The following legend explain the results of the review:

Y1: Scanned copies of invoices were sighted

N1: No document was provided

The following were further exceptions based on our review of the copies of supporting

doc

i.

fii.

uments provided to us.

We were unable to review Purchase Orders and Purchase Requisition forms issued
to the Contractors as we were informed that these were not issued for all 38
samples payments selected.

We were able review 22 out of 38 payments to the scanned copy bank transfer
forms and noted no exceptions. The bank transfer forms for the remaining 16
payments to the Contractors were not available for our review.

We were able to review 13 out of 78 scanned copy supplier invoices. The physical

hardcopy invoices of the remaining 65 invoices were not available for our review
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25.Check based on the selected samples that the Contractors in the named document

have been appointed and managed in accordance with the documented operating

procedures for appointment of suppliers or contractors

We were informed that there were no documented policies and procedures relating to

the appointment and management of the Highlighted Contractors.

The following were the tests performed and the outcome are indicated in the

following table:

1. Match the delivery report from the Contractor to the opening of the retail outlets

to check that the delivery of the furniture and fittings before the opening of the

outlets

No Shopping Mall

L ERASMTRREE
fE

2. L RERKRTREES
o5

L S RIDBAREE
Ir5

4 A ESAREEE

S EERATREES

6. SRS ARk S

7.

10.

1.

12.

JCRBIMN KRS

CREERIUSEIL

WEREINEDINRS

=

WERFRATRSERE
LIAREA AR R A

WREREREAR

Address
LR Rk
168 S

JLRMREX ERFHA
&
EEMERRRIA
3]

bmEmsksNKE 1005

EEHEFXE R
bR AAFEE

JCRHIEH KK RIEH
275

FCEAER RN

2SS

RSN TN

56 2
WAREFRERREA

UBREHTRTHHTEER
ms

WWREEREMER

56 S

Opening
month

Jul 2010

Aug 2010

Sep 2010

Oct 2010
Nov 2010
Dec 2010

Jan 2011

Feb 2011

Jan 2011 25 Dec

2010

Jan 2011

Feb 2011

Mar 2011

Date of |
Delivery

Contractor

o HEERERRRA
=
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No Shopping Mail [ Address Opening Date of Contractor
‘ month Delivery
B I rEEmEsey UAKRmEsMItg  Mar 201
[==H 28
4 IEBREARBEE  RSREHARE  Sep2010
TEE
5 UREMARSERE  LESEMNGEEE  Jul2010
5005
6. FEEBRESS UGREEEmhgg ~ Mar 2011
139
7 TRESBRRAR S DThaEssmgms  Dec 2010 12 gfg ARTEEESEEERA
L RIS S
18 STHMERVESE  ISaAEmARRE  Jan 201 32;:1" At DREERERA
% 12 3
19 S THETRRERSY O ISamThgiy  Feb 201 Zzgff AW DR ERERA
& 615 =]
0. THESEBRRE S ISSwsmhAsRxy  Aug 2010
= e
2. THEsmTRARE  THRmsTEpRT Sep 2010
= i
2. TAMMRTEAR  DoammmoEg 02010
FEE
3. TRTEHAMERS O DSaTEsmTEg  Feb 201
125
4. THRISDERS D& TEHmsiT)R  Mar 201
365
5. WRTSUSAREEE  Iasdkmlerg | Aug2010
26 RTENOREEE  ORTABNDARE P 2010
27 SRTAMBEESSRE  RIarimgneg 0t 2010 22105139 AT AEEEEEARA
TEE =
8 RITRORBEE  OFI&TEmRN  Nov2010
36 5
29  WDSHANER  RIasthipomgx  Dec 2010 5235; AN OREEEEERA
=
30, uRTAHLKZEEG  WIasutmae | Dec 2010 Zgo'jgv AW R ERERA
635 =
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Shopping Mall

Address

Opening
month

Date of

Contractor

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

il 7S L)
%

ISR FEwY P
1

BRI
%

B E B AR

BERKEE AR

BERNFT LR

TXE

EELERNRTEE

EEEPAREEE

EEENERASR

Gl
BEEREEAR

I EIEE TR 1

=

=
iR E sl
68S
EEEERThEERR
KE
BEAIERRREEE
7S
BEEKERRUSEAR
g 42 5
BERERMBPLE
1505
ERERETEEZS
E7
BEEETHARRE
126 S

EREEAhARE 8

=
=

EEEEEENRAN
1% 1055

Feb 2011

Mar 2011

Jan 2011

Jan 2011

Jan 2011

Oct 2010

Jul 2010

Nov 2010

Dec 2010

Mar 2011

Delivery

15 Dec
2010

18 Dec
2010

6 Jan
2011

The following legend explain the results of the review:

Y1: Scanned copies were sighted

N1: No document was provided

Additional observations:

i.

ii.

N1

N1

AT S EEEERA AL

=

AT AR SE R AR Y1

=

AR AR SERERA 1

=

N1

N1

N1

N1

N1

SUMMARY N1: 30

Y1: 10

Delivery reports (furniture and fittings for each outlet) were supposed to be

submitted by the Highlighted Contractors but we were only able to obtain 10

scanned delivery reports out of 40 samples requested.

There was no detailed fixed register for leasehold improvement to record all the

furniture and fittings supplied by the Contractors. The delivery report from the

Contractors was supposed to indicate details of what furniture and fittings for
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each outlet. However, this had not been used as the basis to prepare the fixed
asset registers.

iii. We selected 40 out of 500 retail outlets to check whether there were delivery
and installation of furniture and fittings by the Contractors by checking against
the scanned copy of the delivery reports. Only 10 scanned copies were provided

to us for review. The remaining 30 samples were not available for our review.

Check the selected samples that the bank payment forms where available or

cheque images were addressed to the correct Contractor name.

We selected 38 bank payment transactions and were only able to obtain 22 out of 38
scanned copy bank transfer forms to check that the payment were addressed to the
correct Contractor name. (Please see section 24 for the samples and the detail of the

results.)

Check the selected samples that purchase requisition, orders and payments have

been duly approved in accordance with the Purchasing approving limits if any.

The Delegation of Authority (approving limits for purchases) for 2009 and 2010 was not
available for review. However, an overall payment schedule to the Highlighted
Contractors was prepared and the Executive Chairman had approved this payment

schedule.

Check the selected samples that the payments were in accordance with the

contracts.

The contracts with the Contractors stated that the payment of 50% of the contract sum
should be made within three days after the contract was signed. The remaining 50%
was supposed to be based on the completion of renovation of each outlet or the

delivery of furniture and fittings for each outlet.

However, the actual payment was based on a payment schedule instead of completion
reports provided by Highlighted Contractors and the payments to the Highlighted

Contractors were completed by March 2010 in accordance with the schedule.
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The following were details of payments to the Highlighted Contractors:

Fujian Jindi Decoration Engineering Co. Renovation of 500 outlets

Ltd EREFEGTREARERAR) REDACTED
Quanzhou Qihuangxing Hardware Co. Ltd Supply and installation of furniture

RN RREASHSERAD) and fittings to 200 outlets REDACTED
Fujian Jinjiang Mingyang Furniture Co. Supply and installation of furniture

Ltd REATINRHRLERAH) and fittings to 150 outlets REDACTED

Shishi Rixin Xiezhuang Daoju Co. Ltd (&f  Supply and installation of furniture
VT H S RERE AR and fittings to 150 outlets REDACTED

The SGX announcement dated 22 November 2011 indicated that the payment was
supposed to have been made progressively to the suppliers based on completion of the
outlets which was not in line with the above payment schedule which was based on
lump sum amounts completed by February 2010 which was before completion of the
500 outlets.

29. Check the selected samples that expenses for the Contractors named in the
Document that they did not exceed the respective budgeted amounts.
We checked the payment to the Highlighted Contractors through the GL records by
matching the supplier’s accounts to the GL bank accounts. The following table
summarises the GL payment to the suppliers.

i Customer Name Total Bank Payment Amount as Signed contract amount
per bank ledger

Quanzhou Qihuangxing Hardware Co. Ltd (E#!

REDACTED REDACTED

THEELEHRFRLAR)
Fujian Jinjiang Mingyang Furniture Co. Ltd (&

gy INE REDACTED REDACTED
BEEIHABFERERAR)
Shishi Rixin Xiezhuang Daoju Co. Ltd (i B
EHREAFRAF) REDACTED REDACTED
Fujian Jindi Decoration Engineering Co. Ltd (3@
EETHELERRARAR) REDACTED REDACTED

We note that various SGX announcements such as the one on 19 August 2011 indicated
the amount of furniture, fittings and renovation costs to be RMB230m which omitted
the tax portion for the furniture and fittings costs which if included, would be
RMB250m as above.
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30. Check based on the selected samples that the Contractors’ invoice details were
correctly and timely updated in the accounting records.

We were only able to obtain 13 out of 78 invoices from Contractors and the renovator.
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SECTION D: OTHER AUDIT PROCEDURES

31. Obtain the contact number of the Distributor and Contractors mentioned in the
Document and check if the person mentioned in the document still exist and if
they can confirm the information provided in the Document. (this will be subject
to availability of the contact no and the person mentioned in the document as
well as their willingness to provide responses to our queries)

We called the Highlighted Distributors and Contractors mentioned in the Document
based on contacted numbers provided by Management. The following were the
questions that we asked during each call:

i. Is this the company name?

ii. What is your main business?

iii. Do you have an Account Manager for Dapai?

iv. Do you remember the volume of transactions?

Please refer to the table below for details of the calls.

Highlighted Contact Date and Time Remarks
Distributor/Cont Number
ractor
1 Xiamen Yizhong o 3 May 2016 No one picked up the calls.
Trading REDACTED 2.17pm (two
Company (B times)
EARSGERA * 9 May2016
) 3:41pm (two
times)

o 26 May 2016

(two times)
2 Fuzhou.Yipai REDACTED e 3 May 2016 No one picked up the calls.
Trading 2.20pm (two
Company ({8 times)
FEASEIRL e 9 May 2016
=) 3:43pm (two
times)
e 26 May 2015 The auto reply in telephone stated another
10:27am company name. Also, the area code indicated is for
Quanzhou instead of Fuzhou.
1 Shishi Rixin REDACTED * 3 May 2016 We have confirmed with the person who answered
Xiezhuang Daoju 2.23pm the call that the company is Shishi Rixin Xiezhuang
Co. Ltd (B¥mT Daoju Co. Ltd (EMM BEEEREAFRAR).
HEMRERE We have asked if they provide furniture and fitting
B ) service and the person responded “Yes”.

We asked if they had transactions with Dapai
previously. The person who answered responded
that they had transactions with Dapai. However,
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5

6

Highlighted
Distributor/Cont

ractor

Quanzhou
Qihuangxing
Hardware Co.
Ltd (R TAHL
BH&HAER

A8)

Fujian Jinjiang
Mingyang
Furniture Co.
Ltd (BRA T
TEHERLER

A)

Fujian Jindi
Decoration
Engineering Co.
Ltd (e &HH
MLIERRER

G )

Contact
Number

REDACTED

REDACTED

REDACTED

Date and Time

3 May 2016
2.25pm.
2.27pm and
2.34pm

e 9 May 2016
3:55pm

e 3 May 2016
2.28pm

3 May 2016
2.32pm and
2.33pm

= 9 May 2016
3:58pm

= 26 May 2016
10:36

|IBDO

Remarks

the person managing Dapai account had left the
company. They did not keep record of the
transactions.

We did not call the phone number indicated in the
SGX “86-595-88753535” as we managed to get
response from the phone number provided by
Management.

We have confirmed with the person who answered
the call that the company is Quanzhou Qihuangxing
Hardware Co. Ltd (R T HEERALHRERAR).
When we asked about the nature of business, the
person who picked up the call was not sure and
provided us with the cell phone number
(13559370596) of sales manager.

We have called the cell phone number and
confirmed that the person was sales manager of ;&
M has THEEREHMFEIRAH. He has
confirmed that they provide furniture and fitting
service. However, he was not sure if the company
had any transactions with Dapai as he joined the
company in 2011.

We have confirmed with the person who answered
the call that the company is B2 E TOLTLHFER
HIRAF.

We have asked if they provide furniture and fitting
service. The person responded “Yes”. We have
asked if they had any transactions with Dapai
previously. The person answered that they had
transactions with Dapai but the person did not want
to provide more information.

We did not call the phone number indicated in the
SGX “86-595-85999088” as we managed to get
response from the phone number provided by
Management

The ringing tone sounds like a fax machine number

We have confirmed with the person who answered
the call that the company is REEFEITTERRE
£ R/AT). We have asked if they provide decoration
engineering service. The person responded “Yes”.
We have asked if they had any transactions with
Dapai previously. The person answered that she
was not sure if the company had any transactions
with Dapai. We also asked if she could provide
contact of relevant person in charge, she said she
also did not know.
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32. Prepare confirmation notes to be sent to the Distributors and Contractors on the
transaction values for the period 2009 to 2012
We have sent confirmation notes to the two Highlighted Distributors and four
Highlighted Contractors. We had received the confirmation note from one of the
Highlighted Distributors, Xiamen Yizhong Trading Company. It was indicated on the
confirmation note that the company did not have any transaction with Dapai. All the
sales and prepaid rental transactions listed on the confirmation note were fake. We
are pending for the confirmation notes from the remaining Highlighted Distributor and

Contractors.

Responses by Chairman Mr Chen during our 30 August 2016 telephone conference

The Chairman mentioned that this Highlighted Distributor might have wanted to avoid
investigations by tax authority should they verify the sale amount and also that these
were transactions done five to six years ago which might have been forgotten by the

company

33. Visit the offices in Fujian of the Distributors and Contractors where possible and
relevant to conduct interviews to confirm the relationship between Dapai and the

counterparties

Work performed and findings

We had visited the offices in Fujian of the Highlighted Distributors and Contractors
mentioned in the Document on 27 April 2016 and 28 April 2016. However, we did not
approach any of the personnel at the premises as we were informed that those parties

might be hostile towards Dapai related personnel.

Please refer to the table below for details of the site visits.

Highlighted Distributor/ Registered company Date of Comp name - Comp add Pictures in SGX
Contractors address site visit matched to matched to Doc same as
registration registration places visited
record record

Highlighted Distributors

Xiamen Yizhong Trading B[ THERBAXIE 28 Apr i d Y Y
Company (BITEARS @HE% 171 218 2016
HIRAR) % 19 2 1801 #
JT
Fuzhou Yipai Trading BT EXE 28 Apr N N Y Noted that the office is
Company (fBMEIRE S  #ek 338 2E51 2016 closed. We could not
ERAF) B o(onl) 8 2 verify whether the office
212 2EA was still operating as
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Highlighted Distributor/ Registered company Date of Comp name Comp add Pictures in SGX Remarks
Contractors address site visit matched to matched to Doc same as

registration registration places visited
record record

there was no company
name at the location.
Highlighted Contractors

Quanzhou Qihuangxing = SMATRITER 27 Apr Y Y Y
Hardware Co. Ltd R = PRABFELFF R 2016
THHEELEHMAERL X

a)

Fujian Jinjiang LTS iR 27 Apr N Y Refer to We sighted only a
Mingyang Furniture Co. T 2016 remark company signboard - “4
Lid (BREZOAWEH BEREAMIE” in the
FRERAH) industrial district.

Shishi Rixin Xiezhuang AT AMET 27 Apr Y Y Y

Daoju Co. Ltd CR#iHTH WX 2016

EHRERERAF)

Fujian Jindi Decoration RHTEEXFE 27 Apr Y Y Y

Engineering Co. Ltd (}8  B4P4RAE+ 2016
BEHHRMIRERER 1E

A7)
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APPENDIX 1: DISTRIBUTOR COMPANY DETAILS OBTAINED FROM
NATIONAL COMPANY CREDIT INFORMATION PUBLICATION SYSTEM

(FUJIAN) (BN ERERATRRE (B )

The following table shows company search results of highlighted distributors obtained
from National Company Credit Information Publication System (Fujian).

Company Legal Director Shareholder Address Nature of Business
Name representat Name Name
/*434' '

Fuzhou HEE HHE EMTEE  Wholesale and consignment

Yipai BEFE X 4&#k gk 338 | sale of daily necessities,
Trading BRI textile, electronic product,
Company 5 —, . ordinary equipment, art
(2#%%) 8
(R IR 5 121%; }%I‘f crafts (gotd and silk products
1N not included, apparels, and
=) stone.

BABR. #Hyfa. &7~
i HENUR. TEZERE
(REEWBGE) - RE. F
MrftR. RIARE

2. Xiamen M L1 Bk ey B 1m B8 Wholesale and retail of Auto-
Yizhong Bk XM %F g  accessories and cleanser,
Trading e 171 2 18 %% textile, daily necessities,
Company 19 2 1801 2 hardware and electronic
(BITEA = products
REERL (REBE. RERIFRLIFE
al) A&, i, BREHR. &

EXHE. PURBTFEE)
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APPENDIX 2: COMPANY DETAILS EXTRACTED FROM NATIONAL
COMPANY CREDIT INFORMATION PUBLICATION SYSTEM (FUJIAN)

(EEMVERERATRSE (BR) )

The following table shows company search results of the Highlighted Contractors.

& s =
represent er Name company search Complaint
ative Letter
1. Quanzhou BlRE B E WEEE  SJNmRIT  Furniture and  Furniture and
ih : (Executive (X X FA 4245 hardware hardware
Qihuangxing Director) BFEFERX manufacturin  manufacturing
Hardware Co. g (F ANt
_ e (ZEMmE &, A&HR
;;i(;fg;j? (Supervisor &, AEHR ik,
rm i
HRAR) ) e :
2. Fujian Jinjlang P HEH wmES ELATHE Furniture Furniture Yes
. (Executive HIE TV  manufacturin - manufacturing
Mingyang Chairman) g and sales and sales
Furniture Co. TR (FE A&, (—REE W
NN (Supervisor HE B: ZKEH
Ltd FRE2E &
). ) . #E.
AT &HF T )
HIRAED
3. Shishi Rixin HhEAD ] WwEH AWRHAB  Furniture and  Furniture and Yes
. (Executive My HTWK metallic metallic goods
Xiezhuang Director goods manufacturing
Daoju Co. Ltd and manufacturin =~ (ZA#iE. A
CEWT B S General g (REME.  GhlRmlE.
PR BAIR A Manager) F&H a8l e
= R B E. HE )
(Supervisor )
)
4. Fujian Jindi ) FRERE BEE RMATEE Internal Internal Yes
. (Executive &M% [XEJE#jh  decoration,  decoration
Decoration Director) @K [E-p, construction,  design and
Engineering EM L 2 engineering = engineering
- (Supervisor (EA %I, (EAEITEE
P ) i, TW  RHREL )
oA TR
REARAR) )
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APPENDIX 3: DOCUMENTS OBTAINED FOR OUR REVIEW

The following were the documents provided to us for our review:

No | Document requested Original/ Status Remarks
photocopy | i

Received Partially Not

/ scanned received | receiv
| ed

1 List of bad debts 2009-2012 | Electronic | v '
| copy | |
N SN I A SO (R
2 | List of credit notes 2009 - | | : ¥ | No credit note issued
12012 | | |
3 | Sales returns listing for : LV ‘ No sales return |
| distributors 2009-2012 | ‘ |
‘. ! R | | | | |
4 | Listing of distributors and Electronic v : | i
| | their transactions for the copy !
period January 2009 to . | ‘ |
| December 2012 | ‘
b 1 —— i - " ! | 3 = = {
5 | Contracts with Distributors for Original v ‘ Received original copy of |
| the period | /Scanned Distributor agreements (500 |
i | ' : | outlets) with all six
! ' | distributors.
| | \
| | ! We did not received any
5 | | Distribution agreements
| | (sales) with Xiamen Yizhong
_ | (B 1IEA) and Fuzhou Yipai
i (HE AR IR) |
Note: The Sales Distribution |
‘ ' (Sales) Agreement was the
‘ ‘ standard one singed with '
| ‘ distributors.
' |
6 | The following document for Original v o Received original copy of :
period 2009-2012 Distributor agreements (500 |

outlets) with all six
distributors.

i. Distribution agreement

We did not receive any
Distribution agreements
(sales) with Xiamen Yizhong
| (I 1&E#A%) and Fuzhou Yipai
' | (B RIR) f
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No | Document requested Original/ Status Remarks
photocopy |

Received Partially Not

/ scanned received | receiv
| ed

|
ii. Customer Purchase order | Photocopy ! v Received 10 photocopied
| CPOs (related to 9 Fuzhou

| Yipai (81 {#J&) sample) out
‘ . of 40 samples requested

iii. Delivery ord_ers-for good_s - R;printe-d" v | Received rzp.l;inted DOs from ;
sent from system for 31 selected |
system/ samples for 2010 to 2012 '

|

copy ‘ We were not able to obtain |

| any DOs pertaining to 2009.
| Received DO listing from 2010 |
to 2012.

|
I
‘ Electronic
|
|
|
|

—— 4

iv. Invoices to Distributor v' | We were not able to obtain
the original filed copy of the
tax invoice for 40 requested

sample.
v. Collection records such as Re-print v Received Bank transfer forms

I bank transfer forms from bank for 36 out of 40 sample which
' | | was reprinted from respective
| | banks with bank stamp

| Received Distributor

| vi. Prepaid rental contracts | Original v '
. for outlets | | Agreement (500 outlets)
| | | which included prepaid rental
! | | amount per outlet
| | ]
vii. Journal vouchers Re-print | v We were not able to obtain
from the original JVs but were
system provided with system JVs that
. | were reprinted. These
' ' reprinted JV indicate the
preparer and receiver.
However, there were no
1 signed approval.
w |
| 7 | Policies and procedures for Original v Received the following
| sales & receivables | policies in latest version
(appointment of distributor, ' e Receivable
opening outlets and closing ' ' e Procurement
i outlets) and procurement & i ‘ e Fixed assets

. payments e |nventory
‘ Management
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| Document requested

Original/

photocopy |
/ scanned

Status

Received

Remarks

; Delegation of Authority Matrix

-. Supporti.ng documents for

| evaluation and approval of the

appointment of distributors’
assessment such as business

| registration certificates and

10

assessment reports for
distributor selection

| Email or documents to verify

that lawyers have reviewed
the agreement template #i{4

IEBRRITE R EAAES

1

12 |

13

14

Director’s approval for
agreement template
List of outlets location
provided by distributors

Lease agreements between
distributors and landlord

Payment requisition, invoice
from distributor related to
prepaid rental

Original
/Photocop
Yy

Original
/Scanned

Print
screen

Electronic
copy

scanned

Electronic
copy

\_Ne were informed that

| Received latest version in
original, dated 1 Jan 2013.

| We also received an old

1 version of DOA. However the
effective date is also 1 Jan
2013.

evaluation and approval of
the appointment of
distributors’ assessment were
not documented.
| We received the original
business registration
certificates for Xiamen
Yizhong (B TH ).
However, we were not able to
obtain the original business
registration certificates for
Fuzhou Yipai (&M FIR).

- No documented approvéf

Received two scanned copies

| of bank advices for prepaid
rental to Fuzhou Yipai (#&/H{{F
IK).

We were informed that
company only performed

| sample checks for the lease

| contract between landlord
and distributors but those
checks were not documented
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No | Document requested Original/ Status Remarks

photocopy Received Partially Not.

/ scanned received receiv
ed

15 } Payment transfer slip and Scanned | | Received two scanned copies
| invoice related to prepaid | of bank advices related to
rental prepaid rental to Xiamen

; ; Yizhong (EITEAR)
|

|
| |
|
|
|
P ¢ — L ‘ — — ==

16 | Debtors aging as at 31 Electronic 4
| December 2009, 2010, 2011, | copy
| 2012 and Feb 2016 -

[

17 | One sample of quarterly Original v
statement account sent

18 | éalance sheet and finan_cial : Electri-);mic 1 v
statement from 2009 to 2012 copy

19 | Bank ledger from 2009 to 2012 I Electronic | v |
| copy . |

20 | Management meeting minutes ' Original v
for |
e Opening of 500 outlets
e Payment for prepaid
rental and renovation .
o Closure of outlets ' |
e Ammonization of the i
balance amount of all the
outlets closed

21 ' Board resolution for NA v
| o Opening of 500 outlets
e Payment for prepaid |
rental and renovation
e Closure of outlets |
¢ Ammonization of the . .
balance amount of all the
outlets closed

22 | Bank statements from 2009 to Scanned | v | Bank statement from Oct 2010
2012 ' . to Mar 2011, Jul to Dec 2011
' and Feb 2012 to Sep 2012.
| | | For April 2012 we only have |
‘ | the 5th one (20120426 to |

20120428) |
For May 2012 we only
received the 6th one

. (20120530-20120531>
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Document requested

photocopy

Original/

Received

/ scanned

Partially

Status

Not
receiv
ed

received

|IBDO

Remarks

23

23 | All CPOs for the two

distributors

Contractors’ invoices

[ Bank Transfér f-’or_ms

Contractor’s monthly progress
report

24

25  Contractor’s delivery report

Listing of Contractors and
their transactions for the
period January 2009 to
December 2012

26

Supporting documents for
evaluation and approval of the
appointment of Contractors’
assessment such as business
registration certificates and
assessment reports for
Contractor selection

\
|
|
|

28
the period 2009 and 2010

29 | Payment schedule for
| Contractors and distributors

30 | Purchase requisition and
: purchase orders related to
| bank payment to Contractors

Photocopy |

|

| |

Scanned 1
|

|

Scanned

gcanned

Sﬁénﬁed

On:giﬁa_l v

and

photocopy |

Contracts with Contractors for

-Original

Criginal

Original v

Received some photocopied
CPOs for Fuzhou Yipai (#8JH{F
J&) (not related to sample |
selected, for reference only) |
|

Received 13 out of 78 scanned |
invoices.

Received 22 éut of 38 scanned
bank transfer forms.

Received 3 scanned monthly
progress report from

Contractor who renovate the
500 outlets. |

| kéceived 10 o:Jt éf-40 scanned

delivery reports.

Received the supporting
documents for Fujian Jindi
Decoration Engineering Co.

Ltd (B2 & BRI TREARE
FR/A8]). The supporting
documents for the three
remaining Contractors were ‘

| not available. |

Both Purchase requisition and

purchase orders were not
issued to the Contractors.
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