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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. The company has written off its entire investment in its main operating subsidiary in
China (Jiangyin Litai Ornamental Materials Co., Ltd) to the amount of RMB118.4 million.
The former CEO and director, Mr Xu Youcai, has been uncontactable since April 2020.

The China-based directors, Ms Zhao Guiying (non-executive director prior to her
suspension and removal) and Mr Wang Liangfa (independent director prior to his
suspension and removal), along with Mr Xu Youcai, have not participated in any of the
meetings in FY2020 and up to the date of the annual report. The company has reported
that its repeated attempts to contact them have failed.

As a result of the impairment, the company is now in a net liability position of RMB(2.7)
million as at 31 December 2020, down from a net asset position of RMB124.3 million.

Detailed information on the account of events related to Litai in 2020 and 2021 can be
found in the company’s responsel to SGX-ST’s queries dated 27 April 2021.

(i) Would the board be commissioning a special audit to provide greater
clarity to shareholders on the apparent irregularities relating to Litai and
Mr Xu Youcai?

(ii) How does the board intend to enforce the company and shareholders’
rights and to ensure accountability?

(iii) Can the board elaborate further on its efforts to contact Mr Xu Youcai, Ms
Zhao Guiying and Mr Wang Liangfa?

Q2. As noted in the corporate governance report, a new management team has been put in
place by the current board. The new management team is helmed by Mr. Soh Yeow Hwa,
the executive director.

The company has also disclosed that it has appointed Mr Lai Shih-Wei in March 2021 as the
company’s representative to Litai and has given him a Power of Attorney to obtain the
business license legal representation seal, company seal and cashers’ seal, etc. of Litai. The
company gained control over the Litai Seals in April 2021.

(i) What are the priorities and the immediate steps to be taken by the new
management team?

(i) What was the state of Litai when the company regained control of it?

1 https://links.sgx.com/FileOpen/CHL%20-
%?20Response%20t0%20SGX%20Queries%200n%20FY2020%20Results%20Annt%20.ashx?App=Announcement&FileID=663201
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As disclosed, the company has learnt from two detailed court rulings that Litai's assets,
including machineries and inventory, were made available by the court to the enforcement
applicant. In the executive director’s message, it was disclosed that Litai has resumed part
of its operations (page 4), including sourcing for new orders and collecting of trade debts.

(iii) Can the board provide shareholders with a holistic update on the current
state of Litai, including the scale of its operations, its management team,
the reporting structure, the size of the workforce and its assets?

(iv) Is there a risk that the new inventories, raw material and finished goods
might be seized by the court?

(v) How is the group going to fund the operations? What is the working capital
required to restart Litai fully?

The group has incorporated CHD Engineering and Trading Pte. Ltd. (“CHD”), AAAAA
Holdings Pte Ltd (“5A”) and Jiangyin Xinwan International Trade Limited (“Xinwan”) in the
first half of 2021 to engage in the trading of aluminium and metal products, with the aim to
increase revenue stream.

(vi) Isthe new trading business dependent on Litai resuming operations?

Q3. As disclosed in the Corporate Governance report, the company has commissioned the
internal auditors to conduct an audit of the group for FY2020 on its internal controls and
risk management framework to address financial, operational, compliance and information
technology controls risks. It was further stated that, as at the date of the annual report, the
internal audit on the group remains ongoing and the internal auditors have presented their
preliminary findings to date to the board.

(i) In Provision 10.4, the company has disclosed that it has outsourced its internal
audit function to an external professional firm, who reports primarily to the AC
chairman and administratively to management. Can the company disclose the
identity of the internal auditors?

(i) When will the internal audit be completed?

(iii) What are some of the preliminary findings by the internal auditors?

(iv) What are the improvements in the group’s internal controls and risk
management framework?
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(v)  What is the progress made by the board in appointing a third member to
the audit committee to meet the requirements of the Code of Corporate
Governance 20187 How is the board carrying out its search and
nomination process for the independent director (who will also be a
member of the audit committee)?

"On 1 October 2020, the Accounting and Corporate Regulatory Authority (“ACRA”), the
Monetary Authority of Singapore (“MAS”) and Singapore Exchange Regulation (“SGX
RegCo”) published an updated checklist to guide listed entities on the conduct of general
meetings arising from the latest updates from the Multi-Ministry Taskforce.

Issuers may continue to conduct their general meetings held on or before 30 June 2021 via
electronic means, and are encouraged to do so.

Issuers who, after due consideration of public health and other risks, wish to provide for
physical attendance at their general meetings must ensure that they implement all relevant
measures to comply with the safe management measures imposed by the Singapore
Government.

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

" Guidance on the Conduct of General Meetings Amid Evolving COVID-19 Situation
(https://www.sgx.com/media-centre/20201001-guidance-conduct-general-meetings-amid-evolving-covid-
19-situation)
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