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CHINA TAISAN TECHNOLOGY GROUP HOLDINGS LIMITED
(Company Registration Number: 200711863D)

RESPONSE TO QUERIES FROM SINGAPORE EXCHANGE SECURITIES TRADING
LIMITED ON THE RESULTS ANNOUNCEMENT FOR THE THIRD QUARTER ENDED 30
SEPTEMBER 2017

SGX Query 1

In relation to “Revenue”:

a. Please explain when was the order made to the Company by Fujian government to reduce
production in 3Q17 and what was the amount to be reduced?

b. Please explain when did the Company begin to reduce order quantity and when will the
Company be able to resume full production?

c. Please discuss what are the steps taken by the Company to ensure compliance with Central
Environmental Inspection Group.

d. Please explain when did the Company commence manufacturing and sale of performance fabrics
which amounted to RMB5.8 million for 3Q17.

e. Please explain if the manufacturing and sale of performance fabrics have met Central
Environmental Inspection Group’s requirements. If no, why is the Company able to proceed with it

when fabric processing services have to be reduced.

f.  Please explain what is the Company’s operating capacity and what is the capacity utilized by the
Group’s plants and machineries.

Company’s Response to SGX Query 1

Based on the information from http://cn.chinadaily.com.cn/2017-07/31/content_30302788.htm.
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a. Based on the statement above, Fujian government issued is on 31 July 2017. And there is no
specific quantity or amount stated.
b.

The reduction since beginning of Jul 2017. And the company will remain the current

production until further instruction from the relative department from the Fujian
Government.

There are two main systems that may affect the environmental, One is water recycle system

and other is air purification system. Company is upgrading the two systems. And local
government will check the system.

For sale and manufactory of performance fabric is started beginning of January 2017. Most

of sale in 3Q17 was manufactured in 1Q17 and 2Q17. No much performance fabric was done
during 3Q17.

If the two antipollution systems working well, company can provide manufactory of
performance fabric and processing services.

The machinery capacity as below:



Machinery Capacity

Knitting machinery 7,815 Tones
Processing services 21,150 Tones
Total 27,650 Tones

The utilization of the capacity in FY2017 as below:

Machinery Production Utilization rate
Knitting machinery 704 Tones 9%
Processing services 8,046 Tones 38%
Total 8,750 Tones 31.6%
SGX Query 2

In relation to “Cost of sales”:

a. Please explain why did the Company’s cost of sales increased by 10.1% while its Revenue
decreased by 15.7%?

b. Please provide a breakdown and quantify the cost of sales in comparison with corresponding
period 3Q16 and explain the major items included in Cost of sales.

c. Please quantify the average cost of direct material cost.

Company’s Response to SGX Query 2




a. The cost of sale increased is mainly due to the portion of cost for dyes and auxiliaries

increased and the cost for dyes and auxiliaries about RMB 14.3 million. the cost for such dyes

and auxiliaries increased is mainly due to the requirement by customer for processing

services.

b. The breakdown of the cost of sale

items 3Q17 3Q16 Variance

direct material cost 20,384 6,401 218.5%
direct labor cost 3,986 5,368 -25.7%
production cost 10,154 19,578 -48.1%
Total 34,524 31,347

The Cost of direct material cost increased is mainly due to the cost for dyes and auxiliaries

increased, which is approximately RMB 14.3 million. the cost for such dyes and auxiliaries

increased is mainly due to the requirement by customer for processing services.

c. Quantify the average cost of direct material cost in 3Q17.

Tones Cost RMB Cost/tones
Products
Manufacturing and sale of
performance fabrics 73 4,847 66,401
Fabric processing services 2,548 29,676 11,647
Total 2,621 34,524 13,172
SGX Query 3
In relation to “Administrative expenses and operating expenses”:
a. Please provide details of the size and land use rights of these properties.
b. . Please explain why PPE has to be written down by a significant amount of RMB 140 million.

Please provide more details and breakdown of each of the Property , Plant and Equipment written
down and provide justification for the impairment and the age of each of these. In addition, please
disclose the remaining value of each of the Property, Plant and Equipment after the write down of
the impairment. Please disclose when and how the original cost of each of these Property, Plant and
Equipment were first determined and how would the acquisition cost have been reasonable noting
the actual value of the assets based on its current value.

c. Please disclose the methodology used in arriving at the valuation of the Property, Plant and
Equipment which resulted in the significant impairment. To disclose and quantify the assumptions
used in arriving at valuation amount, including tenure and amount of cash flow, utilization rates, the
selling prices , discount rates, residual values and value of land and property, where applicable.




d. In relation to the methodology used in calculating the impairment of each of the Properties,
Plant and Equipment amounting to RMB 140 million, please disclose whether and what is the
residual value used in the calculation methodology, how the residual value was arrived at and
disclose the reasonableness of the estimates used.

e. Please discuss the accreditation and experience of the valuers who performed the valuation for
the machinery.

Company’s Response to SGX Query 3

a. Breakdown of size and land use right

F5) Area M2 Cost RMB
5,329

+Hh 31,068
11,361

+ b 93,892

b. The management of the company assess the impairment based on the lower utilization the
machineries and five year cash generate unit of the subsidiary. The five year future cash flow
was based on last quarter financial information. The sum of present value of the subsidiary
were RMB 139 million. However, the machinery value were RMB 279 million. Therefore,
management make RMB 140 million as at end of the 3Q16 to make true and fair
presentation on financial information. Company also engaged a valuation firm for both
impairment in FY2015 and FY2016. For detail breakdown of PPE impairment, please refer
annual report of 2016, note 11. For age and remaining value of PPE, please refer
announcement of reply of SGX query on 2 December 2016. For the cost and value of the PPE:
The machinery mainly purchased from France, Germany, Japan and Taiwan. Those
machinery need to be customaries in order to made the customer specific requirements.

c. During the financial year due to continued loss incurred, the subsidiary of the Group engaged
an independent valuer to determine the fair value of its plant and machinery. An impairment
loss of RMB 140,000,000, representing the write down of some machinery to its recoverable
amount, being the fair value less costs of disposal, was recognised as other operating
expenses in the statement of profit or loss and other comprehensive income. The fair value
of the plant and machinery was determined based on the market replacement method and
taking into account the residual ratio. The significant assumptions included the market
replacement cost of similar machinery taking into account factors like transport and
installation costs, and the residual ratio used to discount the market replacement cost. An
increase in residual ratio would result in an increase in the fair value of the plant and
machinery, and vice versa. For other valuation information, please refer the announcement
on 20 September 2017.

d. Referreply onc.



e. The residual value is 5-10% of cost of PPE. however, the value in use was calculated based on
“cash generated unit”. A cash-generating unit is the smallest group of assets that
independently generates cash flow and whose cash flow is largely independent of the cash
flows generated by other assets. The concept is used by the international financial reporting
standards in the determination of asset impairment. Without the cash-generating unit
concept, it would be excessively difficult to determine the cash flows associated with
individual assets for an impairment analysis.

f. Please refer the announcement on 20 September 2017.

SGX Query 4

In relation to “Current assets”:

a. Please explain why is there anincrease in raw materials since the Fujian government has
ordered the Company to reduce production.

b. Please provide breakdown and aging analysis of Trade and other receivables in bands showing
upper limit of the overdue period.

c. Please disclose the identity of the trade debtors with significant outstanding amount and
provide details of what the Board has undertaken to ensure recovery of these debts.

Company’s Response to SGX Query 4

a. The raw material was purchased during 1Q17, for the explain please refer reply of SGX query
on 21 July 2017.

b. Breakdown and aging analysis of Trade and other receivable

Breakdown of trade and other

receivable RMB

Prepayment and deposit 34,611

Trade receivables 151,241
185,852

Trade receivable - Upper limit of the overdue period:

within 180 86,219
More than 180 65,023
Total 151,242

c. Please refer the announcement for reply of SGX query on 20 September 2017.
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SGX Query 5

The Company has stated a similar statement in the last quarterly reporting that it would “continue to
develop our products in future so as to further differentiate ourselves from our peers”. Please
elaborate if there has been any efforts made so far in the development of new products as the
Group did not record any Research and Development expenses for the quarter.

Company’s Response to SGX Query 5

Please note that there is RMB 2.4 million under other assets which is the Prepayment for research
and development collaboration fee. The subsidiary has entered into an agreement with a PRC
university to embark on a research and development collaboration from 2010 onwards whereby the
university would deliver 25 product research and development results over a period of at least 5
years for a total fee of RMB 20,000,000.

BY ORDER OF THE BOARD

Tan Chee How
Company Secretary
27 November 2017



