DEBAO PROPERTY DEVELOPMENT LTD.
(Incorporated in Singapore on 16 August 2007)
(Registration Number: 200715053Z)

RESPONSES TO SGX QUERIES ON THE COMPANY’S FINANCIAL RESULTS FOR THE PERIOD
ENDED 30 JUNE 2013 (“2Q2013”)

In response to the queries from the Singapore Exchange Securities Trading Limited (the “SGX-ST”) in
its email dated 30 August 2013 on Debao Property Development Ltd.’s (the “Company”) 2Q2013
Results and announcement dated 28 August 2013, the Board of Directors of the Company wishes to
provide the information as set out below:
Query 1
In your announcement dated 28 August 2013 in relation to the Company’s response of its loans taken
together with a contractor, Foshan Nanhai Guicheng Public Utilities Engineering Co. (“FNG”), it is
stated that “all the said loans were obtained from Foshan Nanhai Guicheng Public Utilities Enginnering
Co.” and that “these bank loans were obtained by the contractor because the contractor was able to
obtain better financing terms.”
(i)

Please clarify if the full amount of loans obtained by Foshan Nanhai Guicheng Public Utilities
Engineering Co. are solely for the Company; and

(ii)

We also note that the loans were secured by assets of the Group (“Collateral”). Please provide
the details of the safeguards in place to ensure that (i) all repayments made by the Group to
FNG will be solely used by FNG for the repayment to the bank; and (ii) the Company is able to
continue servicing the loans directly with the bank in an event FNG does not perform its
obligations to the bank in order to avoid any foreclosure of the Company’s Collateral.

Company’s response:
(i) Yes, the full amounts of loans obtained by Foshan Nanhai Guicheng Public Utilities Engineering
Co., Ltd are solely for the Company.
(ii) The loans were deposited in special bank accounts, and money in and out from the bank accounts
must be approved by our cashier and management based on mutual agreement between FNG and the
Company. In an event FNG does not perform its obligations to the bank the Company is able to
continue servicing the loans directly with the bank to avoid any foreclosure of the Company’s
Collateral.
Query 2
The Company disclosed that the “write off of loans receivable in 1H2013 mainly relate to a nonperforming loan purchased from China Merchants bank on 15 November 2012”. Please provide further
details on the purchased non-performing loans:
(i)

As the acquisition of loans is not in the Company’s ordinary course of business, please
elaborate on the Board’s bases for the approval of the acquisition of the non-performing loan.

(ii)

The Company disclosed that the purchased loan is secured by certain land use rights and
properties which had a potential value of RMB20 million. What were the Company’s basis and
considerations in arriving at the potential value of RMB20 million for the collateral? Given that
there is a collateral of RMB20 million in place, why is there a write off of RMB10.3 million and a
potential write off of outstanding balance of RMB3 million?

(iii)

As this acquisition would constitute as a transaction under Chapter 10, please advise what were
the ratios of this acquisition as prescribed under Listing Rule 1006 and whether it would warrant
a disclosure under Listing Rule 1010. If so, kindly provide the information required under Listing
Rule 1010, and explain why such disclosure was not made at the time of the acquisition of the
loan.

(iv)

For clarity, please provide the value of the non-performing loan purchased, the total repayment
of the loan to date, and the total write-off of the loan to date, the details of the borrower (Wang
Lijun), the borrower’s relationship with the Group, and why the Board is of the opinion that this
loan to the borrower will not be prejudicial to the Company. As the loans were purchased on 15
November 2012, what were the circumstances that cause the loan to be written off shortly after
the acquisition?

Company’s response:
(i) Considering the location and potential value of the land use rights and property secured, and to
obtain better borrowing terms in future, the Board approved the acquisition of the non-performing loan.
(ii) The secured land use rights and property are industrial in nature, located at No.69 Chengqi Road
Mingcheng Gaoming District Foshan City with total land area of 8,397.60 square metres and total
gross area of 44,040.68 square metres respectively.
Based on the neighbouring average auction price in 2012 and 2013 of RMB 392.38 per square metre
and conservative replacement costs of the buildings of RMB 500.00 per square metre, our
management cautiously arrived at the potential value of over RMB20 million. As the loan is nonperforming, it will take time to resort to legal proceedings to realise our claims. Since the time and
outcome of the legal proceeding cannot be reliably predicted at current stage, in the opinion of
Company’s auditor, it was suggested that we write off the non-performing loan in 2012 and 2013
unless there is progress in the legal proceeding to allow them to reliably estimate the outcome. To be
prudent, the management accepted the opinion of the Company’s auditor.
(iii) The acquisition would constitute a non-discloseable transaction under Chapter 10 of the Listing
Manual. The relative figures computed on the bases set out in Rule 1006 of the Listing Manual are as
follows:
The net asset value of the assets to be
disposed of, compared with the Group's net
Rule 1006(a)
Not applicable
asset value. This basis is not applicable to
an acquisition of assets.
The net profits attributable to the assets
Rule 1006(b)
acquired or disposed of compared with the
0.00%
Group's net profits.
The aggregate value of the consideration
given or received, compared with the
3.02%[ =15,065,953.32
Rule 1006(c)
Company’s market capitalisation based on
/(1,125,000,000*0.087*(100/19.64))]
the total number of issued shares excluding
treasury shares.
The number of equity securities issued by
the Company as consideration for an
Rule 1006(d)
Not applicable
acquisition, compared with the number of
equity securities previously in issue.
(iv) The total value of the non-performing loan is RMB15,065,952.32. The loan is classified as nonperforming and the borrower had made no repayment to the Company. The total write-off of the loan
to date is RMB12,135,707.18. The borrower is Wang Lijun(
), legal representative of Foshan
Oblong Sanitary Ware Co., Ltd, which has no relationship with the Group. Currently, the People's
Court has frozen the land use rights and property to protect our claims. Please refer to reply (ii) above
for reasons to write off this loan.
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