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UPDATE OF CLAIM BY CUSTOMERS

The Board of Directors (the “Board”) of China Fibretech Ltd. (the “Company”) refers to the queries
raised by the Singapore Exchange Securities Trading Limited (“SGX-ST’) regarding the update of claim
(the “Claims”) by customers (the “Claimants”) on 19 July 2016, and wished to provide its response as

follows:-

1. SGX-ST’S Query

Which financial yeardo the sales which are the subject of the claims relate to.

Company’s response

The sales related to the Claims were made to the claimantsin the financial year 2014 and

2015.

2. SGX-ST’S Query

We note that the Company’s revenue for FY2015 amounted to only RMB64.3 million but the
claims amountto RMB466 million. Inthis respect, please provide the foll owing information:-

(a) Provide details onthe quantity and amount of sales made to these 3 customers.

(b) Provide aginganalysis of any debts owing by each of the 3 customers.

Company’s response

(a) Please refer to below details for the quantity and amount of sales made to these 3

customersinrelation tothe Claims:

Claimants (F‘:’:/II;S) Quagziés)/
L IR A ZUE A PR A 7 1,795,827.24 196,563.64
A T 2 A IR A B 7 1,030,450.30 126,701.35
BT KR i AR A BR A 1,221,277.29 122,850.00
Total 4,047,554.83 446,114.99




(b) Please refertobelow aginganalysis of debts owing by each of the 3 customers:

Balance as at 0-30 | 30-60 | 60-90 | 90-120 more than
Claimants 21 July 2016 days days days days 120 days
(RMB) | (RMB) | (RMB) | (RMB) | (RMB) (RMB)
Iy VY I3k INT _ _ _ -
VL TR AR UG A PR A A 838,441.45 838,441.45
~Z Vel AT - - - -
FT & KR SR A PR A 1,323,294.02 - - - | 132320402
Total 4,476,732.92 - - - " | 4,476,732.92

SGX-ST’S Query

In view that total salesin FY2015 amountto only RMB64.3 million, why do the claims amount
to RMB466 million?

Company’s response

The subsidiary of the Company, Shishi Simwa Knitting & Dyeing Co., Ltd (“Shishi Simwa”) is
principally engagedinthe provision of dyeing and post-processing treatment services for for
cotton, polyester (including spandex) and mixed knitted fabrics. Therefore, sales recorded in
ourbooks are processingfeeonly. According to the notices received fromthe Claimants dated
on 25 November 2015 and 26 November 2015, it is noted from notices issued by Claimants
that Claimants have suffered substantial damages and financial losses due to the products
processed by the Shishi Simwa not meeting the specified requirements, resulting in de-
colouring in their end-products. According to the notices received from the Claimants dated
18 July 2016, the alleged claimsamountis based onthe costs of theirend-products.

SGX-ST’S Query

To provide the names of the 3 customers and the size of their operations based on the
Company’s due diligence of these customers that they deal with. To provide details of the
business of these customers and what products do they deal in.

Company’s response

The size of their operations is deemed as medium. Please refer to below details of the 3
customers:

Customers Location Principal activities
TVL IR AR ZUE A TR A ] Jinjiang, Quanzhou, Manufacturing high-quality
Fujian Province, China knitted fabrics and ready-to-

wear garments.

AT 5 A IR A BR 2 7 Shishi, Quanzhou, Garments Manufacturing
Fujian Province, China

FPN T 4K B 2 SR T TR A & Shishi, Quanzhou, Garments Manufacturing
Fujian Province, China




SGX-ST’S Query

What is the basis forthe amount of RMB466 millionand how did the customers come up with
thisamount?

Company’s response

According to the notices received fromthe Claimants dated 18 July 2016, the alleged claims
amountis based on the costs of theirend-products.

SGX-ST’S Query

Are the 3 customers related? Who are the shareholders and directors of the 3 customers
respectively. If the 3 customers are not related, why were the claims submitted to the
Company on the same day?

Company’s response

EILHTEIR AR ZIEH A A and AT 4K 2 95 R TR A 7] were engaged by £
P17 2 A WUIR 1A PR 2 7] for commission processing of its apparels. So the alleged de-

colouring fabrics are used in the manufacturing of 41 i i3 52 F R 16 BR 23 7]’s finished
goods. Therefore, the Company is of the view that it may be the reason of noticesissued by
the Claimants on the same day.

SGX-ST’S Query

When was the date of the claims and were the claims made in writing.

Company’s response

The Company had received further written notices from three customers on 18 July 2016 as
announced by the Company on 19 July 2016.

SGX-ST’S Query

Which lawyerdoes the company intend to appointand whatis thetrack record of this lawyer?
Will the lawyer be asked to defend the Company’s position against the significant claimsina
court of law? If not, please justify why notin view of the unreasonable size of the claims in
comparisontothe size of the sales;

Company’s response

The Company has been in communication withrelevant law firms, and willengage areputable
law firmto handle the claimsinthe nearfuture.

SGX-ST’S Query

What steps will the company be undertaking to verifythe claims.To provide an update on the
investigations carried out so far by the management of the company since the claims were
disclosedinthe Company’s announcement on 30 November 2015 ;



10.

11.

12.

13.

Company’s response

Since the claims were disclosed in the Company’s announcement on 30 November 2015,
representatives fromthe Company were sent to Claimant’s factories toview and inspect the
alleged products. With the presence of and consent from both the Company and the
Claimants, samples were extracted and senttoindependent third parties for testingin March
2016. Accordingresult reportsissued by independent third parties released in May 2016, it is
noted that the colour fastness was failed to meet the required standard from the extracted
samples.

SGX-ST’S Query

What steps will the company be taking to safeguard the company’s assets and liabilities
againstthe significant claims.

Company’s response

The Company will take necessary actions to safeguard the company’s assets and liabilities,
and protectthe interests of shareholders and the company against the significant claims.

SGX-ST’S Query

Please providedisclosure of how the cashinthe Companyis safeguardedand willnot be paid;

Company’s response

There is no indication that the Company's cash is at risk at this pointin time. Due to the
uncertainty of the Claims’ outcome, the Company will not make any paymentsinrelation to
the Claims at this pointintime.

SGX-ST’S Query

In view of the significant amount of the customer claims, will shareholders’ approval be
obtained priortoany payments of the claims? If not, please confirm that the directors would
defend the Company’s position in a court of law against the claimants to safeguard the
interest of shareholders and the company.

Company’s response

The company will consider taking legal means to protect the interests of shareholders and the
Company.

SGX-ST’S Query

Please providethe confirmation that the Company will not settle the compensation claimsby
31 July 2016 as requested by the Claimants as the Management will be engaging a reputable
law firmto handle the claim and establish the facts surrounding their allegation and take steps
to verify the claims.



Company’s response

Since the outcome of the Claimis still uncertain, the Company will not make any payments in
relation to the Claims by 31 July, 2016, and will engage a reputable law firm to handle the
Claims.

Due to the uncertainties surrounding these claims, trading of the Company shares will be suspended
until further notice to ensure a fair, orderly and transparent market.

The Company will keep shareholders informed of the outcome and the Board will release further

announcements as and when there are any developments on the above.

BY ORDER OF THE BOARD

Wu Xinhua
Executive Chairman and CEO
21 July 2016



