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RESPONSE TO SGX-ST'S QUERY ON ANNOUNCEMENT OF THE HALF
YEAR RESULTS ENDED 30 JUNE 2015
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The Board of Directors (the “Board”) of Hu An Cable Holdings Ltd. (the “Company” and
together with its subsidiaries, collectively the “Group”) refers to the queries raised by the
Singapore Exchange Securities Trading Limited (“SGX-ST”) on its financial statements and
related announcement for the half year ended 30 June 2015 (the “1H2015 Results
Announcement”), and wishes to provide further information as follows:-
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SGX-ST’s Query
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1. Inthe Company’s announcement on its 2Q2015 Results, in relation to the Cables and
Wire segment, it was disclosed that “the negative contribution from the power generation
and transmission sector was due to the sales return”.
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i. Please provide details and reasons on the sales return and quantify the sales return.
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ii. What are the mitigating controls put in place by the Company to prevent the future
occurrence of sales return;
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iii. Noting that power generation and transmission sector was the biggest revenue
contributor of 48% of total revenue for HY 2014 and that its revenue has decreased
by 64.1% for the same corresponding period under review in FY2015, provide details
of the remaining order book for this sector and provide details of the contracts that
were cancelled or postponed.
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The Company’s Reply
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i. The sales return was due to a delay in delivery and the total affected amount was
RMB17.8 million.
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ii. The company will closely monitor the production schedule to prevent future occurrences
of sales returns due to delays in delivery.
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ii. As at 30 June 2015, the remaining order book for this sector stands at RMB706 million,
of which contracts with a total value of RMB466 million have been postponed until
further notice.
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SGX-ST’s Query
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2. With respect to the RMB178.5 million of additional allowance for doubtful debt, please
disclose:
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i.  The names of the customers;
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ii. Reasons why the customers are unable to pay their debts;
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iii.  What steps have been taken by the Company to collect the debts;
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iv.  When were the underlying sales for these debts recorded;
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v.  The ageing analysis; and
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Vi.

The reason why the state-owned customers are unable to repay their debts due
to the Company.
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The Company’s Reply

AT 18

iv.

Please refer to Appendix A.
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For prudence, the Group has made provisions for trade receivables aged more
than one year. In general, the infrastructure-related industries are affected by
China’s transformation from an investment-driven growth model to a
consumption-based growth model. Many of the Group’s customers are in the
infrastructure-related industries, and they have faced tightened cash flow due to
tightened country-wide bank credit control and economic slowdown since 2014.
As a result, most of the infrastructural projects we supplied goods to have been
deferred. Specifically, reasons for those outstanding debts are summarized as
follows:
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1) Most of our goods are used in large infrastructural projects which usually take
a longer time to complete. It is common industry practice that a certain
percentage of payment will be only released upon completion of final
inspection. Those outstanding debts are mainly related to those projects that
have not had the final inspection..
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2) Usually 5%-10% of the total contract value is held as retention sum by
customers for 1-2 years after the final inspection. Due to project deferment,
the payment of retention sum has been deferred accordingly.
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The Group is closely following up with its customers on the payment schedule by
phone, mail and personal visit.
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These debts were sales recorded one year ago or earlier.
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v.  All doubtful debts were due for more than one year. The aging analysis of trade
receivable after impairment is shown in the table below:
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Less than 90 days

/B 90 R 4%
90 to 180 days

90 % 180 X 3%
181 to 365 days

181 & 365 K 88%
1to 2 years

1% 24 5%
Total

AEt 100%

vi.  The infrastructural projects are usually run by the state-owned customers.
However, some of the government-led projects have been deferred or cancelled
due to China’s economic transformation and tightened cash flow. In addition,
government initiatives to tighten operations of state-owned enterprises,
especially in the power generation and transmission sector in China, have also
prolonged the payment cycle.
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SGX-ST’s Query
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It was disclosed that “the Group had collectively placed RMB310.0 million as
prepayment to purchase copper rods from one of our major suppliers. However this
supplier had declared bankrupt and are currently under liquidation stage. In view of its
liquidation status and no collateral collected, the Group had made provision for full
amount of prepayments.”
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i. It was also disclosed that “The Group has suspended the production (of copper
rods) since last year and also limited sales of copper rods due to increasing
competition and decreasing market demand... revenue... from copper rods
segment decreased to RMB27.2 million for 1H2015 as compared to RMB43.0
million for 1H2014.” Noting that the sales from copper rods segment have



decreased and that the Group’s revenue decreased by 88% for 1H2015 to
RMB112.7 million, why did the Company place such a huge sum of prepayment
to purchase copper rods from one of its major suppliers? Please elaborate on the
rationale why such a significant amount was paid.
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ii. To disclose when the prepayment was made and the terms of the purchase
agreements, including any recourse actions or collateral available to the Group.
To confirm if this prepayment arrangement is in line with industry practices and
the Group’s past purchases history with this major supplier. If no, why did the
Group deviate from its past practices? To explain.
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iii. To provide details, including the identity, background, years of relationship with
this major supplier and how significant was this supplier in the last few FY?
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iv. To provide details on how will the Company be affected by the termination of
business of its major supplier.
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The Company’s Reply
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i. The external sales from copper rods segment have decreased significantly due to low

profit margin and increasing competition. However as main raw materials of wires and
cables, copper rods are still required to fulfil the orders on hand for the wires and cables
segment. The total amount of orders on hand for this segment was approximately
RMB1.0 billion as at 30 June 2015. Therefore, the Group placed purchase orders with
one of our major suppliers upon obtaining additional bank loans.
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i. The prepayment was made in early June 2015 and the terms of the purchase
agreements require 50% of the purchase price to be payable within 3 days from the date
of agreement and the balance 50% due within 15 days from the date of agreement. The
agreement itself has legal binding effect and the Company has appointed a lawyer to
handle the case. These payment terms are in line with industry practices. In response to
the local government’s appeal for our support of the supplier, the Group had committed
a purchase amount that is larger than the historical purchase amounts from the same
supplier for the past two years
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iii. The supplier is named Jiangsu Tiandilong Group Ltd. and is one of largest non-state-
owned enterprises in Yixing where the Group’s main factories are located. Its business is
diversified in many areas including the manufacturing and sale of aluminium cans,
copper rods, wires and cables, and property development etc. The Group has
established business relationship with this supplier since 2010. It was one of top 10
suppliers from 2010 to 2013.
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iv. This supplier is not the Group’s sole supplier of copper rods. Therefore, its bankruptcy
has limited impact on material sourcing. However, the potential prepayment loss may
cause our cash flow to be even tighter and may result in production schedule delays as
well.
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By Order of the Board
KEEFRE

Dai Zhi Xiang

CEO and Executive Chairman
8 September 2015
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Appendix A — Name of customers
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1 China. Power Inve§tment Corporation b ] R 7 5 A A R 25 2 4
Materials and Equipment Branch

> (S:r;anl_gtr;w Construction Yijian Group i T i G TR A F

3 JiangSu Electric Power Co., Ltd LIV EHEITARA A

4 Tangshan Xintiandi Meiyu Real Estate L) 7 T 26 T A LA
Development Co., Ltd.

5 Shanxi Zhongyu Energy Co., Ltd L P R REYE A R A A

6 Shanxi Zhongyang Steel Co., Ltd Ly 78 A SN A PR 2 ]

7 Wuxi Guangying Industrial Co.,Ltd T B AER A

8 State Grid Hubell Electric Power 28 H A A B A
Company Materials Branch

9 Eti;engdu Xinhexin Technology Co., TR R A T A 7
Datang Jianshan Tianshuo Jin T 8] A1 9 M S B =

10 Alukergingi New Energy Co.Ltd R AR LU R A ] 68 B3 2R 90 B 3 e AT PR ]

Note: We have provided the top 10 customers which accounted for approximately 80% of the total
doubtful debt. Approximately 800 customers account for the remaining 20% of total doubtful debt, and will
be provided upon SGX’s further request.
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