SMART INVESTORS ALWAYS SUCCEED

Issuer: Ouhua Energy Holdings Limited

Security: Ouhua Energy Holdings Limited

Meeting details:

Date: 20 April 2018

Time: 10.00 a.m.

Venue: Lotus Room, Peninsula Tower, Level 5, Peninsula Excelsior Hotel, 5 Coleman Street, Singapore 179805

Company Description

Ouhua Energy Holdings Limited, an investment holding company, engages in the import, processing, wholesale of liquefied petroleum gas (LPG) in the
People’s Republic of China and the Asia Pacific region. It imports raw materials, including butane and propane, and processes these into LPG. The
company also exports its products to Vietnam, the Philippines, and Thailand in Southeast Asia. The company was founded in 2000 and is based in
Chaozhou, the People's Republic of China. Ouhua Energy Holdings Limited is a subsidiary of High Tree Worldwide Ltd.

(Source: http://www.sgx.com/wps/portal/sgxweb/home/company_disclosure/stockfacts?code=Al2)
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1. Can the board and/or senior management help shareholders better understand the operations of the group? Specifically:

() Profitability: The group’s gross margin has dropped from 8.55% in FY2015, to 7.18% in FY2016 and to 4.30% in
FY2017. Net profit margin has also dropped from 2.71% to 1.88% to 1.39% over the same period. What are
management’s plans to reverse the slide in profitability and increase the profit margin?

(i) International markets: The group derived RMB380.5 million of revenue from the sale of LPG to its Southeast Asian
customers (page 87 of the annual report — Note 32 Segment reporting). Can management provide a breakdown by
country? What is driving the growth in demand of LPG in Vietnam, the Philippines and Thailand? What are the
group’s strategies to increase its export sales?

(iii) Qil prices: Can management help shareholders understand the link between oil prices and LPG prices/sales?
How sensitive is the group’s revenue and earnings to changes in oil prices?

(iv) Environmental regulation: As disclosed in the Chairman’s Message, the group will likely benefit from the push for
greater level of governmental environmental regulation as LPG is seen as a more environmentally-friendly energy
source that burns cleanly. Can management elaborate further on the potential opportunities?

2. The existence of cash and bank balances was a key audit matter in the Independent Auditors’ Report (page 42). Key audit
matters are those matters that, in the professional judgement of the Independent Auditors, were of most significance in the audit
of the financial statements of the current financial year.

Cash and bank balances increased from RMB77.3 million to RMB114.0 million as at 31 December 2017, an increase of 48% from a
year ago. Cash and bank balances accounted for 28% of the group’s total current assets.

(M The Audit committee (AC), on page 28, has disclosed that it “sought to understand from management on the Company’s
need for such large balances”. Can the AC disclose the findings following the discussion with management on the
company’s need to hold on to such large cash holdings?

The group also generated RMB216 million and RMB53 million in net cash flows from operating activities in the past two financial
years (page 48). Bank borrowings have also dropped from RMB314 million to RMB125 million as at 31 December 2017 (page 76 —
Note 22 Bank borrowings). Gearing has also decreased from 4.5x in FY2015 to 0.76x in FY2017 (as shown in the Key financial ratio
section).

KEY FINANCIAL RATIO

FY2015 FY2016 FY2017
Earnings/(Loss) per Share (RMB cents) 13.55 10.69 9.56
Gross Margin (%) 8.55 7.18 4.30
Net Margin (%) 2.71 1.88 1.39
Gearing Ratio (times) 45 2.48 0.76
NAV (RMB cents) 22.38 32.97 42.64

(Source: Company annual report)

(i) Would the strong financial position of the company allow it to resume paying dividends to shareholders? The last
dividend paid out by the company was in May 2008.
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In the Corporate Governance Report, under Guideline 15.5, the board restated that the company does not have a fixed dividend
policy (page 37).

Guideline 15.5 | If the Company is not paying any dividends for | The Company did not pay any dividends in
the financial year, please explain why. FY2017. The Company does not have a fixed
dividend palicy. The form, frequency and amount
of dividends will depend on the Group’s earnings,
general financial condition, results of operations,
capital requirements, cash flow, general business
condition, development plans and other factors
as the Directors may deem appropriate.

(iii) Can the board explain in greater detail the reasons for not resuming dividend payments? What were the
deliberations that the board had when it discussed the matter of dividends?

3. As shown in the section on Interested Person Transactions (page 31), the group leases LPG transportation vehicles, vessels, port
terminals, land use rights, office premises and staff dormitory, sells LPG and buys petrol (for car usage) from interested persons.

The aggregate of these transactions exceeded RMB247 million in FY2017.

The company is seeking shareholders’ approval for a general mandate to enter into interested persons transactions (page 91 -
Resolution 7 in the Notice of Annual General Meeting). Such transactions are to be transacted on normal commercial terms and will
not be prejudicial to the interests of the Company and the minority shareholders of the Company.

(M Can the audit committee explain in greater detail its efforts in the review of interested person transactions?
In the Appendix in relation to the proposed renewal of the IPT mandate dated 29 March 2018, it was disclosed that:

“.. the aggregate value of all transactions with the same interested person in the same financial year is equal to or in
excess of RMB 20.0 million, all transactions comprising such an amount will be reviewed by our Audit Committee to ensure
that they are carried out on normal commercial terms and in accordance with the procedures set out in the Shareholders’
Mandate. All transactions which have been reviewed by the Audit Committee will be excluded from the aggregation of
transactions for the purpose of this review.”

(i) Can the AC confirm that there were transactions with interested persons exceeding RMB20 million in value that
were excluded from the table of IPT transactions (as shown on page 31) as the transactions were reviewed
individually by the AC?

(iii) What is the individual and collective experience of the AC in the LPG market? How does the AC ensure that
transactions are carried out on “normal commercial terms and will not be prejudicial to the interests of the
Company and the minority shareholders of the Company”?

A copy of the questions for the Annual Report for the financial year ended 31 December 2016
could be found here:

https://sias.org.sg/qa-on-annual-reports/?company=0uhua%20Energy%20Holdings%20Ltd

The company’s response could be found here: -----
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