Securities Investors Association (Singapore)

T Maxwell Road #05-03 MMD Building Annexe B Singapore 069111

Tel: (65) 6227 2683 Fax: (65) G220 6614

S I S Email; admin@slas.org.sg  www.skas.org.sg
LEM MNo: 3285501118

GET Reg Mo: MS0SETS30Y

Issuer: Renaissance United Limited
Stock code: 111

Meeting details:
Date: 25 November 2020
Time: 3.00 p.m.

Due to the current COVID-19 pandemic, SIAS encourage shareholders to participate at
AGMs via other means and not to attend any AGM physically. Where the AGM is webcast,
they can stay on top of their investments by watching the webcast and submitting their
question to the company in advance. Senior citizens should avoid attending AGMs
altogether and stay home.
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Q1. As noted in the letter to shareholders, the group’s three main operating subsidiaries
are:

- Capri Investments LLC (“Capri”)

- Hubei Zonglianhuan Energy Investment Management Inc. (“HZLH")

- ESA Electronics Pte Ltd (“ESA”)

For the financial year ended 30 April 2020, the group recognised $52.5 million in revenue.
Loss attributable to equity holders of the company amounted to $(131,000).

Capri is involved in various legal proceedings (see page 103 of the annual report). On 3
November 2020, the company announced that it had sold Tract C of the Falling Water
Plat/Planned Development District (“PDD”) to a subsidiary of KB Home for US$8.03
million.

The company’s interest in HZLH was diluted from 85% to 65%, but the proceeds were not
received and have been impaired (page 102).

With regard to ESA, the company has impaired $16.725 million in prior years and carry
ESA at $5.31 million, as at 30 April 2020. However, the independent auditors were unable
to obtain sufficient appropriate audit evidence about the recoverable amount of the
company’s investment in ESA.

(i) Would the company clarify how it is actively managing its three main
operating subsidiaries during the COVID-19 pandemic especially as
national borders are mostly closed? How effective is its oversight?

(ii)  In particular, who is driving the development of Capri? Following the sale
of Tract C to KB Home, what percentage of the plat/PDD and how many
residential lots remain with Capri?

(iii) In particular, can the company confirm the amount that it received
following the sale of Tract C? In the company’s announcement dated 3
November 2020, it stated that a sum of US$4.0 million has been received by the
escrow agent although, on page 41 of the annual report, the company disclosed
that it received US$3.619 million as the initial net payment.

(iv) On page 112, the company has disclosed that Mr Wilson On Wang Sang (director
of HZLH) is one of the group’s key management personnel. Mr On Wang Sang
appears to be involved in the dilution of the company’s interest in HZLH from
85% to 65%. In addition, the amount due from Mr On for the supposed disposal
of HZLH shares to Mr On remains payable. The group recognised an impairment
loss of $2.741 million. Can the board/company elaborate further on the
working relationship it has with Mr On Wang Sang and with the senior
management of HZLH? How does the board determine that it still has
control of HZLH? How did the board assess that HZLH'’s internal controls
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(including financial, operational, compliance and information technology
controls) and risk management systems are adequate and effective?

(v) Given that the three operating businesses do not appear to be synergistic,
has the board evaluated its options for HZLH and ESA? In particular, has
the board considered a sale of ESA?

Q2. The company has stated that the audit committee (AC) has appointed an external firm,
M/s. PKF LLP, to carry out the internal audit function. An agreed scope of internal audits
has been agreed between the AC and the internal auditors for the financial year beginning
1 May 2019 to 30 April 2020.

However, as disclosed on page 128, the AC did not meet with the internal auditors on its
own as there was no issue that required such a meeting.

(1) Would the AC help shareholders understand the scope of the internal
audit?

(ii) In particular, did the internal audit cover its major operating subsidiaries
in the USA (Capri) and in China (HZLH)?

(iii) What were the findings by the internal auditors?

Even though the AC did not see it necessary to meet with the internal auditors, the
company had to make material adjustments to the financial statements following the
finalisation of audit. Profit for the year was reduced from $641,000 to $161,000. The
adjustments were as large as $22.8 million. In addition, the independent auditor also
issued a qualified opinion in their report dated 11 November 2020 on the audited financial
statements of the group for the year ended 30 April 2020. The basis for qualified opinion
included:

- Financial information of HZLH group (bank confirmation letter from a financial
institution not received by the component auditor)

- Transaction between China Environmental Energy Protection Investment Limited
and Xiaogan He Shun Investment Management Centre LLP

- Development property (management was unable to provide supporting documents
for the accumulated brought forward costs of the development property)

- Contingent liabilities

- Investment in subsidiary (insufficient appropriate audit evidence to ascertain the
appropriateness on the recoverable amount of ESA)

Page 3 of 5



Securities Investors Association (Singapore)

T Maxwell Road #05-03 MMND Building Annexe B Singapors 069111

Tel: (65) G227 2683 Fax: (65) 6220 6614

S I ﬁ S Email; admin@slas.org.sg  www.skas.org.sg
' UEM Mo: 3885501118

GET Reg Mo: MS0SETS30Y

In addition, the independent auditor has highlighted that the group’s and the company’s
current liabilities exceeded the current assets by $7,096,000 (2019: $13,846,000) and
$5,640,000 (2019: $5,591,000) respectively. This gives rise to material uncertainties on the
ability of the group and company to continue as going concerns.

(iv)  Given the significant matters raised by the independent auditors in the
independent auditor's report, on what basis does the board consider that it
has reasonably assess its financial position and informed the market
accordingly?

(v)  With the legacy issues still unresolved after years, has the board
considered if it would be necessary to suspend the trading of the securities
of the company on SGX-ST in the interest of maintaining a fair, orderly and
transparent market?

Q3. The board comprises four directors, three of whom are non-executive and
independent. The profiles of the directors can be found on pages 108 and 109 of the annual
report.

The board does not have a chairman since August 2006.

(i) Can the board help shareholders understand the delay in appointing a
chairman to the board? Are there any special circumstances that prohibit
the appointment of a chairman? Is Mr James Moffatt Blythman, being the
only executive director on the board, acting as the de facto chairman of the
board? The company may be the only board on SGX that does not have a
chairman for an extended period of time.

The three independent directors are Mr Sazali Bin Mohd Nor, Mr Aswath Ramakrishnan
and Mr Koh Beng San. They were appointed on 30 January 2019, 17 July 2020 and 13
October 2020.

All three directors have no prior experience as a director on a company listed on the SGX.

(ii) Can the board elaborate further on the search and nomination process for
directors, especially independent directors?

(iii) Given that the board consists mostly of first-time directors, how effective is
the board at setting the strategic direction and at setting the company’s
approach to governance, especially as the company is facing challenges in
its operating subsidiaries?
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It is observed that the board does not have directors with deep experience or a track
record in the real estate, semiconductor and natural gas/energy industries, nor does the
board collectively have past working experience in China or USA.

(iv) Has the board considered if it would benefit from appointing directors
with specific and relevant industry and geographical experience?

"Amid the global COVID-19 outbreak, issuers who choose to proceed with the AGM before
30 April 2020 must provide opportunities for shareholders to ask questions. Shareholders
are encouraged to read the annual report and submit any questions they might have to the
companies in advance. Issuers would then publicly address the questions at the general
meeting via the issuer’s website, through “live” webcast and on SGXNet.

Shareholders are welcome to use and/or adapt the questions prepared by SIAS and
to forward them to the company.

Can’t attend the AGM or view the webcast? Check out the latest questions on the annual reports
of listed companies on SIAS website

Join our mailing list here to receive latest news and upcoming events.

CONNECT WITH US

0000

" Joint Statement by Accounting and Corporate Regulatory Authority, Monetary Authority of Singapore and
Singapore Exchange Regulation dated 31 Mar 2020 (https://www.sgx.com/media-centre/20200331-acra-
mas-and-sgx-regco-update-guidance-general-meetings)
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