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23 November 2010

Mr M Piccini
Adviger, lssuers (Perth)
ASX Compliance Pty Limited

By Facsimile: (08) 9221 2020

Dear Mauro
ASX Query 19 Novembar 2010 (ASX code ACE)

Set out below is our response to your lettar dated 19 November 2010 regarding Advances
Engine Components Lid ("ACE” or “the Company”) September 2010 Quarierly ARPEAGiR
4C: '

1. it Is possible to canclude on the basis of the information provided that if fhe.
Company were to continue to expend cash at the rate for the quarter indicated
by the Appendix 4C, taking into account fulure administration costs, the
Company may nat have sufficient cash to fund its activitias for the‘riéxt two
guarters. Is this the case, or are there other factors that should he faken #i5
aceount in assessing the Company’s position?

As announced with the Appendix 4C on 29 October 2010 Resaarch and. Development
rebates, together with lefter of credit facilities, are expected to assist funding for the
increasing supply of camponents to India, France and Thailand. The Activities Summary
also referred to China sales doubling in the December quarter and sales o India increasing
substantially. $ales in the month of October 2010 are already 50% of tha sales for the
Septamber 2010 quarter. ' SR

In addition, as announced on 22 November 2010, ACE has arangsd a $600,0060 working
capital facility through its two largest shareholders. This facility, togather with
rebates/grants to be received, will provide a mirimum $1.1 miflion of working capital o ACE
in the December 2010 Quarter. L

Cash inflow from past sales; increasad new sales: the working capital faciity; an

rebates/grants to he received, ansura the Company has sufficient cash to fund its activities
for the next two quarters. S
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2. Does the Company expect that in the futura it will have negativa operating cast

flows similar to that reported in the Appendix 4C for the quarter and, if 30, what

steps has jt taken to ensure that It has sufficiant funds in order to continue s
operations af that rate? e '
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Future operating cash flows will be dependent on timing and levels of outflows and inflows

relating to sales of ACE products in Indie, China, Thailand and other markets together wlth

tha level of royalties received from Norinco Equipment Co Lid,

The Company is confident the matters referred to in raply to questlun 1 above wlll t;e

sufficient for continued operations. S

3.  What steps has the company taken, or what stops does it prapnsb to take, _
enable it to cnntinua fo meet its business objectives?

Increasing supply af components {o India and France; the Norinco Equipment Co L td co-
operation agreement; ongoing sales and sales negotiationz in China, Thdiland and Egyﬁt"
and customer funded engine development programs on the Dong Féng ‘4’ cylindér and
Cummins-Shengtian 6 cylinder engines, are all steps being taken ta contlnue te meet
ACE’s business objectives, _ C
4. Can the cnmpany confirm that it Is In compliance with tha hstmg rulu, and m
particular, Ifsﬁng rufe 3.17 | o

ACE isin comphance with the listing rules including listing rule 3.1,

2 Please comment on the Company’s compliance with listing rule 12.2, wlth,
reference to the matters discussed in the note 1o the rule,

ACE is eompliant with listing rule 12.2.

Future short term operating results are dependent upon the level oﬂ:ongomg sales: of
components, engines, sparas and services together with the timing of inflows and outflows
arising from the steps referred ta at question 2 above.

The working capital facility, rebate/grant receipts; letter of credit facilities being negotiated;
and improved sales will benefit angoing cash requirements.

All of ACE’s secured and interest baaring debt is provided by relatad partles No existing
loan facilites are expected to require repayment, other than in norrmal operating
circumstances or by mutual consent, in the next 12 months.
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For further information contact Tony Middieton, Managlng Dimctor, an +613

9209 6900, email ghares@advancedengine.com or access the Campany’s
website af www.advancedengine.com

Ynurs falthfully .

A §
Alicia Mitton
Company Sacretary
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ASX Complance Ply Limited

ABN 26 D87 780 480
|evel B Exchange Plaza
2 The Esplaniade
PERTH WA BAaf
GPO Box D167
PERTH WA 6340
Telephone &1 8 9224 0000
Facsimile 6189221 2020
AW B 5K COHT], ALl
19 November 2010 o
Ms Alicia Mitton
Compary Secretary
14 Energy Sireat

MALAGA WA 6090
By email: mittona@norvest.com.au
Dear Allcia,

Advanced Engine Components Limited (the “Company’)

| refer to the Company's Quarterly Geshflow Report in the form of Appendix 4G for the perod endsd 30 Se:pte:mbar 2010,
released fo ASX Limitad ("ASX") an 28 Qefabar 2010 (the “Appandix 4C"). _ ‘

ASX notes that the Company has reported the following.
1. Receipts from produet sales and related debtors of $423,000
2. Net negative operating cash flews for the quarter of $326,000
3. Cash at end af quarier of $244,000,

In light of the informatian cantained In the Appendix 4C please respond to each of the following questrons

1. 5 it pnsslble fo conclude an the basis of the information provided thet if the Company were to continue 1o
expend cash at the rate for the quarier Indicated by the Appandix 4C, taking into ascount future adminisiration
costs, the Compeny may not hava sufficient cash to fund its activities. Js this the case, or are there ather factors
that should be taken inte account in assessing the Company's position?

2 Doas the Company expeet that in the future it will have negatlve operating cash ﬂows similar to that reported in
the Appendix 4C for the quartar and, If so, what steps has it taken to ensure that it has sufﬂmem funds in order
to continue ifs operations at that rata?

3. What steps has the Company taken, of what steps does it propose to take, fo enable it to confinug to meet fis

business ablastives?

4, Can the Company confirm that it is in compliance with the Iisﬁng tules, and In particular, fisting rule 3,17

5. Please comment on the Company's complianca with listing rule 12.2, with reference to the mat‘;ers discuasgd in
the note to the rule.
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Listing rule 3,1 raquiEES an entity to give ASX immediately any informafion conceming it that a reasonable person would
expact o have & material effact on the price or valua of the antity's securities. The excaptions to this requirement are set
aut In the'rule. o Lo B

In respanding to this letler you should consult listing ule 3.1 and the guidance note titled *Continuous disclosure: listing

mie 3.1°.
[RETE

If the information requested by this letter is information required to be piven to ASX under listing rule 3.1 yeur abiigation
is to disclose the information immediataly, » =

Your respansibility under listing rule 3.1 Is not confined to, or necassarily satiafied by, angweting the questions set out in
this lattar. L - N

This letter and your response may be released to the markat, If you have any concems about your response being
released, please contact me immediately. Your response should be sent to me on facsimile number (08) 92272020, it
should naf ba sent to the Company Announcements Office, - o

Unless the information i¢ required immediately under listing rule 3.1, a response ia requested as soon as possible an&. in
any event, not [ater than 4 pm WST on Wednesday, 23 November 2010.

If you are unable to raspond by the time requested you should consider a requast for a trading halt in the Compzny's
securities,

If you have any queries, pla,asa‘da not hesitate to contact me on 9224 dnoo.

Yours sincerely,

,7_% -

Mauro Piccin

Adviser, Issuers (Porth)
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