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¢ Management refutes claim by anonymous letter

We visited Zoomlion as part of a post-GCC industrial tour. Investors’ top concern remains how
the company responds to an anonymous letter alleging questionable sales figures at the
company. Management reiterated that these are unfounded and malicious claims, as Zoomlion
only books sales when the following three conditions are met: 1) contract signed; 2) down
payment received; and 3) receipt of delivery confirmed. As to lowering down payment, it is
more related to risk control.

« Accounts receivable and bad debt under strict control

Management highlighted an 80:20 split between direct and distributor/agent sales, and that the
overall cash collection actually began to improve from Q312. Meanwhile, Zcomlion had set
aside Rmb884m in provisions from 2007-9M12, of which only Rmb73.6m was incurred as bad
debt in total (Rmb6.4m in 9M12).

« Modest outiook for 2013

Management indicated thal a low base in 2011 helped the 80-90% growth in earth-moving
machinery and ¢60% growth in mixer truck in 2012, Current utilisation hours are 82 for
excavalors, 137 for cranes, and 78 for pump trucks. Management believes rail and
infrastructure projects and social housing should lift demand in 2013, and aims to deliver
above-induslry positive sales growth.
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