ANCHUN INTERNATIONAL HOLDINGS LTD.
Co. Registration Number: 200920277C

Co. Address: 81 Anson Road, Suite 8.20, Singapore 079908

Principal Office: 539 Lusong Road, Changsha Hi-tech Development Zone,

Changsha, Hunan, China

Response to Queries from the SGX-ST regarding First Quarter Results for period ended
31 March 2018 (“1Q2018") of Anchun International Holdings Ltd. (the “Company”)

The Company has received the following queries on 30 May 2018 from the SGX-ST in relation
to its “Unaudited Results for the First Quarter Period Ended 31 March 2018” released on 11 May
2018 (the “Announcement”), and sets out its responses below.

Question 1: Please elaborate on the order book and details of the increase in Advances from
customers.

Response:

The Group adopted FRS 115 on its effective date, being 1 January 2018. Under FRS 115, The
Advances from customers have been reclassified to Contract liabilities on the Statement of
Financial Position accordingly.

The company normally enters into contracts with customers where the terms and conditions are
spelled out. Amongst the terms and conditions are payment terms. Typical progress payment
milestones are as follows:

The Group enters into contracts particularly those for CSC customers with specific terms and
conditions with typical progress payment milestones as follows:

a) Upon contract initiation and/or material ordering;

b) Upon delivery of the design package, chemical systems or customer services to
customer;

c) Upon the acceptance of the chemical systems by customer;
d) Upon the successful commission of the chemical systems; and

e) Upon expiry of the warranty period which could be typically in 1 or 1.5 years after the
successful commissioning of the chemical systems.

The Group will receive advanced payment from the customer upon contract initiation and/or
material ordering. A contract liability is recognized when the work has not yet performed been
under the contract but has received advanced payment from the customer.
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1Q2018 FY2017 1Q2018 vs

Contract Contract FY2017

Number Customer Name liabilities liabilities (Change)

RMB'000 RMB'000 RMB'000
1 AR T AR A A 3,776 3,776 -
2 fdbilsEs L THRAF 3,483 - 3,483
3 NSt BB R A R A 2,603 2,603 -
4 W RN R H B E IR A 1,846 - 1,846
5 FHIFAPHH VIR AR A 7 1,765 1,765 -
6 |BIHTTHARL LA R ST A R 1,736 - 1,736
7 LB SRR AR R A A 1,390 - 1,390
8 WL P R EEHRAL T AR B A7 A ) 1,058 - 1,058
9 |IhEES B THRTMTAH 839 851 (12)
10 |AZEERIELIER G AR A F 834 - 834
11 | ract habilies less than RMB300K) 4,635 12,099 (7.464)
Total Contract liabilities 23,965 21,094 2,871

Question 2: Please discuss if the repayment of loans from former shareholders of a subsidiary
amounting to RMB17.99 million is by a third party, if yes why does this result in a cash outflow in
the Company’s cashflow statement.

Response:

The repayment of loans from former shareholders of a subsidiary amounting to RMB17.99
million is not by a third party. These former shareholders refer to past shareholders of Hunan
Anchun prior to the Restructure Exercise and IPO of the Company. The ending balances of the
loans from former shareholders and cash outflow from FY2010 to 1Q2018 are listed below.

Year Ending Balance of Loans from Former Cash outflow from partial loan
Shareholders (RMB'000) repayments (RMB'000)

FY 2010 109,595

FY 2011 95,152 14,443
FY 2012 86,552 8,600
FY 2013 64,952 21,600
FY 2014 44,867 20,085
FY 2015 22,488 22,379
FY 2016 17,990 4,498
FY 2017 17,990 0
1Q 2018 0 17,990
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Question 3: Please disclose the identity of debtors for the outstanding Trade receivables aging
more than 2 years amounting to RMB28.9 million, and whether the Company is still doing
business with these customers.

Response:
Whether still 1Q2018
Trading with Group| Outstanding
/ expect to trade Balance(Trade
Number Customer Name with Group inthe | receivables)
near future more than 2 year
RMB'000
1 TALE TR EA RS A A Yes 5,215
2 FHEEE [ K S5 AL A AT IR ) Yes 4,846
3 P95 KR S HEAL T AT PR 7] Yes 2,940
4 )R OV O Yes 2,745
5 TR T A LA B2 AR A IR 5T A F Yes 2,062
6 |EHEBEEERAT No 1,219
7 SR ENAH R A A No 1,007
8 Bevt fe I 1AL LA R ST A Yes 980
9 sl RE T IR TA R Yes 808
10 T TR R M S SF L TR R AT Yes 602
11 Ly 75 i 22 FE AL A BR T AE A 7] Yes 480
12 WEEE AR E RS LA R STE A 7 Yes 387
13 W AT LE R ST A A Yes 350
14 T A8 B T AR AL AT BR DA 4 ] No 336
15 L AR R AL TR A PR A 7 No 306
16 T L ERES T T AHRA Yes 271
17 TARIE REREAL R A IR A 7] Yes 267
1o (e et o i Tace
Total Trade receivables more than 2 year 28,876
Notes:

The nature of capital intensive and long life cycle of our products affect the frequency of repeat
orders from our customers.
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Question 4: Please elaborate if there are any steps taken to ensure recoverability of
outstanding debts.

Response:

The Group conducts monthly reviews on the outstanding trade receivables with senior
management, accounting, sale and business segment personnel. The management team have
staff make phone calls and send out collection letters. Staff are dispatched to customers’ sites
for collection. Furthermore, Attorney Letters are sent out to debtors. And lawsuits are filed as
last resort. The actions taken by the Company have resulted in successful collections.

By Order of the Board

Xie Ming
Executive Chairman
1 June 2018



