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UPDATE ON REPORT OF THE SPECIAL AUDITORS

The Board of Directors (the “Board”) of Sinopipe Holdings Limited (the “Company”, and together with 

its subsidiaries, the “Group”) refers to the audit issues raised by its previous auditors, Deloitte & 

Touche LLP, relating to certain subsidiaries of the Company incorporated in the People’s Republic of 

China (“PRC”), and the subsequent appointment of PricewaterhouseCoopers CM Services Pte Ltd 

(“PwC”) as special auditors as announced by the Company on 13 April 2012.

PwC has completed its review, which was focused on the financial statements for the financial year 

ended 31 December 2010, and has issued its Findings to Date (the “Findings”) to the Audit 

Committee (“AC”) on 4 July 2013. 

PwC’s review focused on the key operating subsidiaries of the Company which accounted for 

approximately 91% of the net profit of the Group for the financial year ended 31 December 2010 and 

approximately 68% of the net assets of the Group as at 31 December 2010. The review noted 

fundamental weaknesses in both the accounting system and internal controls in the Group. As a 

result of the review, the Company will be putting through an adjustment to the financial statements to

reduce the Group’s net assets in its Annual Report as at 31 December 2010 by RMB 242 million. 

The opening balance of the financial statements of the Group for the financial years ended 31 

December 2011 will have to be adjusted with the corresponding amount.

In addition, there could be a potential further impairment allowance of RMB 66 million over the trade 

debtors of the Group.

The Findings is annexed to this announcement. 

SHAREHOLDERS SHOULD REFER TO THE FINDINGS IN ITS ENTIRETY FOR FURTHER 

DETAILS AND FOR COMPLETENESS. 

The Board has agreed with PwC’s Findings and are following up on the recommendations proposed 

by PwC, including taking the following actions:

(a) with the exception of Chen Lihui, who ceased to be the chief executive officer of the Company 

on 15 October 2012 and who remains as a non-executive director of the Company the rest of 

the Board has been reconstituted with new Board members as previously announced; 

(b) the Company is in the process of implementing a new Enterprise Resources Planning (ERP) 

system which include the accounting information system for the Group and all documents are 

now centralised in Fuzhou, Fujian province to prevent the misplacement of documents and to 

ensure proper records are maintained;

(c) a new team of in-house internal auditors has been engaged to carry out internal audit work on 

the PRC subsidiaries of the Group under the supervision of the AC. The internal audit team is 

headed by an Internal Audit Manager who possesses Chinese CPA professional qualification 

from The Chinese Institute of Certified Public Accountants and has five years of practical 

audit experience with BDO Fujian. The rest of the team comprises professionally qualified 

accountants with audit experience;



2

(d) the Board is currently reviewing its interested person and related party transactions 

procedures with a view to strengthening the same;

(e) the finance team of the Group has been reorganised and a new finance manager based in 

PRC has been recruited to head the team. He has about ten years of working experience as a 

finance manager of PRC and multinational companies.  He reports to the Company’s financial 

controller, and the AC will also be reviewing his performance as to his suitability for the role;

(f) the Board is in the process of engaging a PRC law firm to advise on any regulatory and tax 

implications in view of the potential understatement of accumulated profits in the financial 

statements of certain PRC subsidiaries filed with the State Administration for Industry and 

Commerce (“SAIC"). The Board is also working with its legal advisers and auditors in 

Singapore to advise the Board on any regulatory, accounting and/or tax implications in view of 

the potential overstatement of the net profit and net assets in the 2010 Annual Report of the 

Company;  

(g) the Board, together with the Management of the Company, will continue its efforts in 

reconstructing the Group’s accounts as well as the SAIC filing for the other subsidiaries of the 

Group which were not covered under the PwC review; and

(h) the Board has instructed the Management of the Company to put through an adjustment to

the financial statements to reduce the Group’s net assets in its Annual Report as at 31 

December 2010 by RMB 242 million, of which RMB 92 million relates to the reduction of net 

profit for the financial year ended 31 December 2010.

Following the change of the Company’s auditors to Mazars LLP, the Company’s FY2011 consolidated 

financial statements are currently being audited and will be presented to shareholders in due course.

The Company will continue to provide further updates to shareholders via SGXNET as and when 

appropriate or when it becomes aware of any material development.

BY ORDER OF THE BOARD

Dr Pu Weidong

Executive Director

Sinopipe Holdings Limited

4 July 2013
























