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IMPORTANT NOTICE

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate companies to which a higher investment risk
may be attached than other companies listed on the Stock Exchange. Prospective investors should be aware
of the potential risks of investing in such companies and should make the decision to invest only after due and
careful consideration. The greater risk profile and other characteristics of GEM mean that it is a market more
suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be
more susceptible to high market volatility than securities traded on the Main Board and no assurance is given
that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of this
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Heng Xin China Holdings Limited (the “Company?”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose
of giving information with regard to the Company. The Directors, having made all reasonable enquiries, confirm
that to the best of their knowledge and belief the information contained in this report is accurate and complete
in all material respects and not misleading or deceptive, and there are no other matters the omission of which
would make any statement herein or this report misleading.
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RESULTS

The board of Directors (the “Board”) of Heng Xin China Holdings Limited
(the “Company”) announces the unaudited condensed consolidated
results of the Company and its subsidiaries (collectively referred to as
the “Group”) for the three months and six months ended 30 June 2015
together with the comparative unaudited figures for the corresponding

periods in 2014.

CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS

For the six months ended 30 June 2015

;gl\‘/\

EBCFBEERERAR(TARANESEE([E
E2)MARRREMB AR (G AL
EDEE-_T-—AFK A= —I—ElJt (EPSHSOA
BAZARECZEHRGEEE  ER-T—N
FRPZAREZLBHT

FlEﬁ Hﬂ = Tfé\ﬁ_]?\.%
HE-ZE-—AF-A=THIL~@ER

Three months ended Six months ended

30 June 30 June
BZ2~H=1H BEAHA=1+H
IE={EA IEAEAR

2015 2014 2015 2014

—E-0F — & —E-FHF — &

Notes HK$'000 HK$'000 HK$'000 HK$'000

B =E FEx FHET FHT FAT

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(REERZ) (REE2EZ) (RBERZ) (RI82EZ)

Revenue Wa 3 5,532 30,377 9,791 52,357
Cost of sales SHERA (4,316) (21,036) (7,765) (36,407)
Gross profit EF 1,216 9,341 2,026 15,950
Other income Ea A 3 195 235 271 566
Selling and marketing expenses  $8& & T 51 E R X (724) (22) (1,052) (76)
Other operating expenses Hin@ & & (23,683) (24,694) (43,129) (43,540)
Finance costs BEMKA 4 (2,938) (2,864) (4,201) (5,974)
Share of loss of an associate 15 —EE & A B8 (42) (152) (84) (247)
Loss before taxation BREE AT 18 5 (25,976) (18,156) (46,169) (33,321)
Taxation T8 6 (34) (342) (43) (356)
Loss for the period HREE (26,010) (18,498) (46,212) (33,677)

Loss attributable to: AN ALREGERE :
Owners of the Company RARMEAA (23,527) (17,995) (43,106) (32,511)
Non-controlling interests R R R (2,483) (503) (3,106) (1,166)
(26,010) (18,498) (46,212) (33,677)
Loss per share BREE 7 HK cent#&{ll  HKcent/&(l  HKcent#fl  HK cent/&fll
— Basic - /N (0.53) (0.52) (1.00) (0.95)
- Diluted -#E - - - -
Dividends [d5) 8 = = = =
2015 FrREfsRE ERPEERER AT 1



CONDENSED CONSOLIDATED STATEMENT OF Ff§FR4R& EME2ERARK

OTHER COMPREHENSIVE INCOME

For the six months ended 30 June 2015

BHE_Z-AFA=1THINER

Three months ended

30 June
HZXA=1H
IE={8A
2015 2014
—E-IF —TF
HK$'000 HK$'000
TEx TR

(Unaudited) (Unaudited)
(REERZ) (Ri&EZ)

Six months ended

30 June
BEA~A=1H
IEAREA
2015 2014
—E-HF —T—F
HK$’000 HK$'000
FERT THT

(Unaudited) (Unaudited)
(RE&ERZ) (RE&EZ)

Loss for the period HREE (26,010) (18,498) (46,212) (33,677)
Other comprehensive Hit2EEE :

loss:
ltems that may be reclassified HE&AIEEHHIEE

subsequently to BmzIEE :

profit or loss:
Exchange differences on BEBINER

translating foreign ZEHER

operations (1,030) (3,055) (6,910) (16,355)
TOTAL COMPREHENSIVE M2 EEREE

LOSS FOR THE PERIOD (27,040) (21,553) (53,122) (50,032)
Total comprehensive loss U TATEEZE

attributable to: BEEE

Owners of the Company ARRERA (24,557) (21,050) (50,016) (48,866)

Non-controlling interests FEiE AR AR R =R (2,483) (503) (3,106) (1,166)

(27,040) (21,553) (53,122) (50,032)
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 30 June 2015

BRAAR S BRI R

R-ZZF—RFNA=1H

30 June 2015 31 December 2014

—E-hF —Z U
~A=1H +-A=+—H
Notes HK$’'000 HK$'000
MI5E FET T
(Unaudited) (Audited)
(REER) (KEEZ)
Non-current assets FREEE
Property, plant and equipment YZ - BB KRB 9 38,516 47,946
Goodwill B 95,618 95,618
Intangible assets B EE 39,234 46,973
Interest in an associate I NI T 40,241 40,325
Deposits for acquisition of WHEERBEE B E
non-current assets 12,000 12,000
225,609 242,862
Current assets REBEE
Inventories rE 185,226 177,779
Trade receivables e AR TR 10 249,771 257,349
Prepayments, deposits and TENFIE  Ze Rk
other receivables E A e Y 5kIE 250,829 246,931
Restricted bank deposits BRHERI TR - =
Cash and cash equivalents Be MREEEY 3,587 7,107
689,413 689,166
Current liabilities REBAE
Trade payables FETBRFK 11 36,185 34,730
Other payables and accruals H A T RIE R BT B A 166,638 237,684
Receipts in advance TEUBR TR 45,810 52,576
Bonds payable e ES 90,000 100,000
Short term loans MHIER 12,750 12,797
Tax payable FESARIE 59,004 60,094
410,387 497,881
Net current assets MENEEFRE 279,026 191,285
Total assets less HWEERRBAE
current liabilities 504,635 434,147
Non-current liabilities ERBARS
Receipts in advance TEUTAR X 74,663 69,045
Deferred tax liabilities REFHTAE B 7,361 7,361
82,024 76,406
Net assets EEFRE 422,611 357,741
Capital and reserves EXR#E
Share capital N 12 44,002 34,586
Reserves ] 360,676 302,116
Equity attributable to LU AL RE(LfER
Owners of the Company KAREB A 404,678 336,702
Non-controlling interests FEPERAR AR SR R 2 17,933 21,039
Total equity AR 422,611 357,741

2015 FHRERE BESPEZERERAAE
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CONDENSED CONSOLIDATED STATEMENT OF RA4R S ES EE)R
CHANGES IN EQUITY

For the six months ended 30 June 2015 BHE_ZT—AFA=+HIEA~EA
Unaudited
REEH
Attributable to the owners of the Company
ARARE AR
Exchange Share Non-
Share Share Capital  fluctuation Other option  Accumulated controlling Total
capital premium reserve reserve reserve reserve losses Sub-total interests equity
R F2R

Bx  BftERE  EREE  EXGRE  EMES B KR N BREE  EEEE
HKSO00  HKS'000  HKS000  HKS000  HKSO0D  HKSO00  HKSOOO  HKS000  HKS'000  HK$'000

TETL TEL TEL TAL TEL TAL TEL TAL TEL T

Balance at 1 January 2014 RIE-IE

(audited) —R-R2ks
(mZH) 34,086 1,466,350 2325 100,274 (79,992) 3,39 (415,328) 1,111 25,692 1,136,803
Recognition of BRI E
share-hased payments R - - - = - 831 - 831 - 831
Issue of new shares BTHRG 500 12,000 - = - = = 12,500 = 12,500
Total comprehensive HE_Z-ME
Joss for the six months AR=TH
ended 30 June 2014 ~ERZ
FAGEES = - - (16,355) - - (32,511) (48,866) (1,166) (50,032)
Balance at RZZ-ME
30 June 2014 AB=THZER 34,586 1,478,350 2325 83919 (79,992) 4,221 (447,839 1,075,576 24,526 1,100,102
Balance at 1 January 2015 RZE-1%
—A-BZH 34,586 1,478,350 2325 80,347 (79.992) 4236 (1,183,650) 336,702 21,039 357,741
Issue of new shares ¥kt 9,416 108,576 - - - - - 117,992 - 117,992
Total comprehensive H2-Z-1fF
loss for the six months AAZTH
ended 30 June 2015 ~fERZ
2EGREE - - - (6,910) - - (43,106) (50,016) (3,106) (53.122)
Balance at RZZ-1%
30 June 2015 AA=TRZER 44,002 1,586,926 2325 73,937 (79,992) 4,236 (1,226,756) 404,678 17,933 422,611
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

For the six months ended 30 June 2015

AR AE S RER

BE_ZT-AFAA=THIAEA

Six months ended

30 June

BEAA=THILEAREAR

2015 2014
—F-HF —ET-F
HK$’000 HK$’000
FET FHIT
(Unaudited) (Unaudited)
(REEER) (RE&EZ)
Net cash used in operating KEEBTAR®FE
activities (37,558) (120,553)
Net cash from investing WEEEFTFIRF
activities 128 271
Net cash from financing BB EEFTS IR F R
activities 34,268 12,471
Net decrease in cash RekBeEEM2
and cash equivalents A FER (3,162) (107,811)
Cash and cash equivalents at REZ R & MRS EEY
beginning of the period 7,107 130,726
Effect of foreign exchange MEREH) 2 58
rate changes (358) (493)
Cash and cash equivalents at REAR 2R &
end of the period MIREEEY 3,587 22,422
Analysis of balances of cash ReRREEBY 2 &R
and cash equivalents
Cash at bank and in hand RITER MRS 3,587 22,422

2015 FHRERE BESPEZERERAAE 5



6

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

GENERAL INFORMATION

The Company was incorporated as an exempted company with limited
liability in Bermuda. The address of the registered office of the Company is
Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda.

The Company is an investment holding company. The shares of the
Company have been listed on the GEM of the Stock Exchange since 16
April 2003.

The principal activities of the Group are engaged in digital cable television
business, wireless digital television value-added services, wireless digital
terrestrial television network equipment integrated business, research,
design, development on and manufacturing of electronic message security
products, integrated circuits, and the integrated circuit solutions and the
related services.

BASIS OF PREPARATION AND ACCOUNTING POLICIES

The unaudited condensed consolidated financial statements for the six
months ended 30 June 2015 have been prepared in accordance with Hong
Kong Accounting Standards (“HKAS") 34 Interim Financial Reporting
issued by the Hong Kong Institute of Certified Public Accountants and the
applicable disclosure requirements of Chapter 18 of the GEM Listing Rules.

The unaudited condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial instruments,
which are measured at fair values. The accounting policies and methods of
computation used in the preparation of the unaudited consolidated financial
statements are consistent with those used in the financial statements for
the year ended 31 December 2014. These unaudited consolidated financial
statements should be read in conjunction with the Company’s annual report
for the year ended 31 December 2014. Those new accounting standards,
amendments to accounting standards and interpretations which are
mandatory for financial year ending 31 December 2015 have no material
impact on the Group.

The unaudited consolidated financial statements have not been audited by

the auditor of the Company, but have been reviewed by the Company’s
audit committee and were approved for issue by the Board.

Heng Xin China Holdings Limited Interim Report 2015
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3

REVENUE AND SEGMENT INFORMATION

Revenue recognised by category during the three and six months ended 30

June 2015 are as follows:

Yeas Ko 2 BPEF

BHEZT-—AFNA=THIE=[ARNEAR
ZWER D SRR T

Three months ended

Six months ended

30 June 30 June
BZX<H=1H BZX~A=1H
IE=M@EA 1@ A
2015 2014 2015 2014
—¥—5F _—FTUUF [ S¥-—RF| _—_T-NOF
HK$'000 HK$'000 HK$'000 HK$'000
FExT FAT FExT FAT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBER) (REEEZ) (REER) (REgEZ)
Revenue Wz
Digital cable television BRI BRER
business 1,841 19,028 3,034 38,015
Wireless digital television EIRENI B AR EE
value-added services R 75 2,948 2,955 5,896 5,935
Encrypted integrated mEs A
circuits - 8,394 118 8,394
Wireless digital audio ST EENA
integrated circuits - - - B
Wireless digital terrestrial HOTE AR BAR
television network BB EEX
equipment integration 743 - 743 =
5,532 30,377 9,791 52,357
Other income Hiplg A
Bank interest income HRITHALEHZA 2 23 3 28
Gain on disposal of HEWE - BE
property, plant and PEL-PaE
equipment 50 - 125 283
Sundry income FETEWA 143 212 143 255
195 235 271 566

2015 FHRERE BESPEZERERAAE

7



3. REVENUE AND SEGMENT INFORMATION (Continued)

3. R&ERkHWEHE)

The segment results for the six months ended 30 June 2015 are as follows: HEZZ-—AFAA=THIERNBERZSEE
BT
Wireless
digital
Wireless terrestrial
digital Wireless  television
Digital cable  television Encrypted digital audio network
television value-added integrated integrated equipment
business services circuits circuits integration Total
I R AR
BRI BEBLER BEHT HuER
BIRER BE RIS maEws s RO RBREBER st
HK$'000 HK$’000 HK$'000 HK$’'000 HK$’000 HK$'000
FET FET FET FET FET FExT
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBEX) CRRER) (RBER) (REER) CRRER) (RBER)
Revenue Wz
Segment revenue from REINREF 2
external customers o EBUES 3,034 5,896 118 = 743 9,791
Segment results DEBHELE (12,601) (2,113) (5,965) (2,791) (8) (23,478)
Unallocated income RABKA 271
Unallocated expenses ROHAZ (18,677)
Share of loss of an associate %1l —f&
e /NS (84)
Finance costs A& R AR (4,201)
Loss before taxation BRTEATE 1B (46,169)
Taxation TiIa (43)
Loss for the six months BE-Z—1F
ended 30 June 2015 ANA=TH
WEREAZEE (46,212)
The segment results for the six months ended 30 June 2014 are as follows: HE_ZT—WNFNA=THIEAERZH B
éﬁzuT :
Wireless
digital
Wireless terrestrial
digital Wireless television
Digital cable television Encrypted digital audio network
television  value-added integrated integrated  equipment
business services circuits circuits  integration Total
b TE] AR
BB EARBIER AR T HNI BT
BT EER B FHE A AR RAEEK @Et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FHET FET FHET FHET FAT
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
CRisEz) (REER) CGREeEk) (REER)  GREEk)  (REER)
Revenue Wi
Segment revenue from REIREFZ
external customers PaN= L G 38,015 5,935 8,394 13 = 52,357
Segment results DEPELE 32,767 (32,340) (5,449) (3,531) (344) (8,897)
Unallocated income RATEIA 566
Unallocated expenses ROMASZ (18,769)
Share of loss of an associate %31k —
=Nl | (247)
Finance costs A& R AR (5,974)
Loss before taxation KRB AT ES 18 (33,321)
Taxation TiIa (356)
Loss for the six months BE—ZT—WfF
ended 30 June 2014 ANA=1H
WEREA ZEE (33,677)

Heng Xin China Holdings Limited Interim Report 2015



4.

FINANCE COSTS

4. BEKA

Three months ended Six months ended
30 June 30 June
BEXA=tH BZ<HA=tH
IE={EA 7X@ A
2015 2014 2015 2014
“ET-HF —T-NmNF Z=T-HF _—T-MOF
HK$'000 HK$'000 HK$°000 HK$'000
FET FAT THExT FAT

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE&ER) (CREFEZR) CRE8E®R) (CREER)

Interest on bank and

RITREMERZ S

other loans 270 29 540 271

Interest on redeemable AIEEES 2 8
bonds 2,668 2,835 3,661 5,703
2,938 2,864 4,201 5,974

LOSS BEFORE TAXATION

Loss for the period has been arrived at after charging:

5. EEBiAIEIR

HIAE BTSN T2 IRIESIRR

Three months ended Six months ended
30 June 30 June
BZEANA=1H BZEXA=1H
WE=EA LE7{E A
2015 2014 2015 2014
“ET-HF —"T-mNF ZT-HF _—T-MOF
HK$'000 HK$'000 HK$°000 HK$'000
FHET FAT THExT FAT

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE&ER) CREFEZR) CRE8E®R) CREER)

Depreciation

Research and
development costs

Staff costs (including
Directors’ emoluments)
— salaries and allowances
— retirement benefits

scheme contributions

e
se R IR A

BTIRRA
(RIEEEHL)
- %% Rk
- RREFETEIfH

E=d

N

3,577 4,875 7,132 9,816
3,912 5,964 7,842 9,797
4,788 3,802 8,949 8,139
1,179 354 1,620 741

2015 FRERE ESPRERBRAE 9
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6.

TAXATION 6. WiIE
Three months ended Six months ended
30 June 30 June
BZ~A=1+H BZ~A=1H
IE=1EA 1EREA
2015 2014 2015 2014
—Z—HF —T—NOF ZEB-—HF —ZT—EOF
HK$’000 HK$'000 HK$'000 HK$'000
FHET FHIT FET FAT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEX) (RIEEZ) (RBEZX) (RICEZ)
Current tax: BNEARRIR :
- Hong Kong - BB - - - -
— PRC Enterprise — REI{EEFTIF
Income Tax 34 342 43 356
34 342 43 356
The provision for Hong Kong Profits Tax is calculated at 16.5%, no provision ~ AN BB BFEHEEIZ165% 5 - BRAEH

for Hong Kong Profits Tax has been made as the Group has no assessable
profits (2014: 16.5%). The PRC Enterprise Income Tax has been provided
at a rate of 25% (2014: 25%) on the taxable income as reported in the
statutory accounts of the companies comprising the Group, which are
prepared in accordance with the relevant PRC accounting standards,
as adjusted for income and expense items which are not assessable or
deductible for income tax purposes.

LOSS PER SHARE

(a)

(b)

Basic

Basic loss per share for the three months ended 30 June 2015 is
calculated by dividing the consolidated loss attributable to the
owners of the Company for the three months ended 30 June 2015
of HK$23,527,000 (2014: HK$17,995,000) by the weighted average
number of 4,400,190,000 (2014: 3,433,864,000) ordinary shares in
issue during the period.

Basic loss per share for the six months ended 30 June 2015 is
calculated by dividing the consolidated loss attributable to the
owners of the Company for the six months ended 30 June 2015 of
HK$43,106,000 (2014: HK$32,511,000) by the weighted average
number of 4,297,443,000 (2014: 3,421,297,000) ordinary shares in
issue during the period.

Diluted

No diluted loss per share has been presented for the three months
and six months ended 30 June 2015 and 2014 as the exercise prices
of the Company’s outstanding share options and warrants were
higher than the average market price of the Company’s shares for
the periods.

Heng Xin China Holdings Limited Interim Report 2015
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10.

DIVIDENDS 8. IR
The Board does not declare the payment of an interim dividend for the six EEETERBE_TE—AFAAA=THILER
months ended 30 June 2015 (2014 Nil). BEAZHHRE (Z2—4F - &) -
PROPERTY, PLANT AND EQUIPMENT 9. ME - MELRE
During the six months ended 30 June 2015, there are no acquisition of HE_T—RAFA=1+HILEAEA - $El
property, plant and equipment of the Group (2014: HK$16,779,000). B 5 - BB kA (2= —Im4EF -
During the period, the Group disposed of certain items of property, plant 16,779,000 7T) - AR - AEE B B &SRR
and equipment with a total carrying amount of approximately HK$70,000 E{E#4) /70,000 % T (ZZ—PH4 : 18,0008
(2014: HK$18,000). L) ZETHE - BB RREEE -
TRADE RECEIVABLES 10. FEMERFK
30 June 31 December
2015 2014
—E-—RF —T—mF
ARHB=+H +=—A=+—H
HK$'000 HK$'000
FET FHIT
(Unaudited) (Audited)
(RERX) (&%)
Trade receivables FEUER R 452,400 459,978
Less: allowance for doubtful debts J& : RER# (& (202,629) (202,629)
249,771 257,349

The ageing analysis of trade receivables (net of allowance for doubtful
debts) that were past due but not impaired is as follows:

B HUE I ARORE 2 FE AR X (FORR R AR B 12)
BRI DTN -

30 June 31 December

2015 2014

—E-HF —ZT—mF

AA=+H +=—A=+—H”

HK$’'000 HK$’'000

FHx FH&T

(Unaudited) (Audited)

(REEER) (fEE%)

Within 30 days =+HR - -

- 90 days =5=—2J1FE - 37,983

91 - 180 days Nar—Z—8/NTE - -

Over 180 days —B/A\THMNRE 249,771 219,366

249,771 257,349

The Group generally allows credit periods ranging from 30 days to 180 days AEBGTEEBGRFPZEER—KAE=1H
to its trade customers. —ANA+H-

Most of the receivables that were past due but not impaired related REB S B ERB N R R A 2 FE U R IB B AN B 15

to a number of independent customers that have a good track record
maintained with the Group. The Group will evaluate the recoverability of
these trade receivable aging over 1 year. Continuous actions will be taken
by the directors to pursue settlement of receivable.

2015 F R HfFRE

BERERGRBZEZRBITFAR - NEH
1 e % S AR R 1 F 2 R AR R 2 AT e =

Mo BEEBRBHRIITE « USFBERUGK
I o

185 R AR A PR A 7 11



12

10.  TRADE RECEIVABLES (Continued) 10. FEMERF (&)
Among these receivables, an amount of approximately RMB112 million M2 EWRGRIEF - 49 AR 112,000,000 7T
(HK$140 million) was due from Beijing Huashi. After careful assessment (140,000,00078 7T ) T3 FE Y db REER FRIE © &
of these receivable balance’s recoverability by taking into account of EZRIRERERNARRREEZBERTR
Beijing Huashi expressing their sincerity to resolve the outstanding debt (RREMPEZEES)  RBOKREERETZ
by various settlement proposals to the Company, of which was still under WME - ANREE R FEIGRIRR R 2 AT B
consideration, during the period under review, the directors of the Company HITEENGEE  REEBEAN  AARES
are of the opinion that no provision for impairment is necessary in respect R BARZEESRHRRERE  REL
of these balances as there has been no significant change in credit quality EEERUESAEE  ZFERMDERRA
and the balances are still considered fully recoverable. The directors of the BEUE - RATEEHERTERAEER R
Company will continue closely monitor and evaluate the progress regularly FHEE BEE - W E A AR EE Bz E R
and should there be any adverse changes holding back recovery of these FHIBROPIUENE - EEFETNNE REE R
receivables, the directors will determine the appropriate level of provisions {EH BB E KT RASRIRMNTE (BFEE
to be made and action to be taken including legal proceedings whenever FRF) - AR B ZE 2 EBEIGRIE
necessary and appropriate to recover all these receivables.
11.  TRADE PAYABLES 1. FEER
The ageing analysis of the trade payables is as follow: JERTBRFZ BRER AT 40T
30 June 31 December
2015 2014
—E-RF —E—F
~NA=1+H +=-—A=+—8
HK$’000 HK$'000
FTHExT FHET
(Unaudited) (Audited)
(REER) (fe&w%)
Within 30 days =+ANA 12,384 5,025
31 - 60 days =E—=75T 8 179 =
61— 90 days ANT—ZEATH 166 1,937
Over 90 days ABERE 23,456 27,768
36,185 34,730
12.  SHARE CAPITAL 12. &R
30 June 2015 31 December 2014
—E-HFARA=1H —E2-NFE+=-A=t—H
Number Number
of shares of shares
RGEE R EE
‘000 HK$°000 ‘000 HK$'000
TR FET A FAT
(Unaudited) (Audited)
(REER) (R&EZ)
Authorised: ERE
Ordinary shares of SIRAEO0.01 /8T
HK$0.01 each 2B 10,000,000 100,000 10,000,000 100,000
Issued and fully paid: ERITRAE
At beginning of period/year  FAEf,F4]) 3,458,590 34,586 3,408,590 34,086
Issue of shares upon E % (7 R 88 =18 1
share subscriptions B 28310 941,600 9,416 50,000 500
At end of period/year REFER 4,400,190 44,002 3,458,590 34,586
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial review

For the six months ended 30 June 2015, the Group recorded a
consolidated revenue of approximately HK$9.8 million, representing a
decrease of approximately 81.3% when compared to approximately
HK$52.4 million for the corresponding period of last year. Revenue for
the three months ended 30 June 2015 amounted to approximately
HK$5.5 million, representing a decrease of approximately 81.9% when
compared to HK$30.4 million of the corresponding quarter of last year.

Gross profit margin of the Group for the period was approximately
20.7%, representing a decrease by 9.8% from approximately 30.5% of
the corresponding period of last year.

Other income amounted to approximately HK$0.3 million for the six
months ended 30 June 2015, and amounted to approximately HK$0.6
million for the corresponding period of last year. For the six months
ended 30 June 2015, other income mainly arised from the gain on
disposal of fixed assets.

Other operating expenses amounted to approximately HK$43.1 million
for the six months ended 30 June 2015, representing a decrease of 1%
when compared to HK$43.5 million for the six months ended 30 June
2014. Other operating expenses mainly comprised of the depreciation
of property, plant and equipment, staff cost, research and development
cost, and rental cost of office.

Finance costs for the six months ended 30 June 2015 amounted to
approximately HK$4.2 million, of which approximately HK$3.6 million
represents effective interest expenses on redeemable bonds.

The loss attributable to the owners of the Company amounted to
approximately HK$43.1 million for the six months ended 30 June 2015
while the loss attributable to the owners of the Company amounted
to approximately HK$32.5 million in the corresponding period of the
previous financial year.

Basic loss per share for the six months ended 30 June 2015 was
approximately HK1 cent, while basic loss per share was approximately
HK0.95 cent for the corresponding period of last year.

BIEE R m MO

g JE1)
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%15 ?éuﬁlﬁﬁ?’WSOOOOO/%E REFF
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ToR A #)81.9% ©

AERAEE Z EMELR207%

HA4930.5% /84 9.8% °
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Business review

(i)

(ii)

(iii)

(iv)

Digital cable television business

Revenue for the six months ended 30 June 2015 amounted to
approximately HK$3 million (2014: HK$38 million) or 31% (2014:
73%) of the total revenue. The drop of revenue in this segment was
mainly due to the record of revenue RMB30 million from 1t REE4E
ERFHAR A A (Beijing Huashi Xinyuan Technology Limited*)
in the first half of 2014 while no such revenue was recorded in the
first half of 2015. In the first half of 2015, 1t R IR IER KT ER
/2 7] (Beijing Yaao Boshi Technology Limited*), which is a company
cooperated with local televisions of Xinji, Dongguang and Qing
County in Hebei province to develop a cable television network that
cover the three counties, had generated revenue of approximately
HK$3 million.

Wireless digital television value-added services business

Revenue for the six months ended 30 June 2015 amounted to
approximately HK$5.9 million (2014: HK$5.9 million) or around
60% (2014: 11%) of the total revenue. The Group had signed
contracts on wireless mobile digital television operation in Hebei
province, which includes 6,000 advertising display panels in public
areas.

Encrypted integrated circuits business

Revenue for the six months ended 30 June 2015 generated
from the encrypted integrated circuits business amounted to
HK$118,000 (2014: HK$8.4 million) or around 1% (2014: 16%) of
the total revenue. The revenue from software sales and technical
solution provision of this segment was adversely affected due to
decrease in market demand and development cycles issues.

Wireless digital audio integrated circuits business

There was no revenue generated from this segment for the six
months ended 30 June 2015. The amount of approximately
HK$13,000 or around 0.02% of the total revenue was generated
from this segment for the six months ended 30 June 2014.

Wireless digital terrestrial television network equipment
integrated business

Revenue for the six months ended 30 June 2015 generated from
this sector amounted to HK$743,000 (2014: Nil) or around 8%
(2014: Nil) of the total revenue. The Group is struggling to explore
business in this sector.
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Prospects

In the year 2015, the Group still focus on its existing business, at the
same time, the Board considered that it is beneficial for the Group to
seek suitable investment opportunities to develop and expand its existing
business portfolio and engage various new line of business with growth
potential and broaden its source of income and profit.

Liquidity and Financial Resources

As at 30 June 2015, the cash and bank balances of the Group amounted
to approximately HK$3.6 million (31 December 2014: HK$7.1 million).

During the six months ended 30 June 2015, the Group has net cash
outflow from its operating activities of approximately HK$37.6 million,
and net cash inflow from its investing activities and financing activities of
approximately HK$0.1 million and HK$34.3 million respectively.

As at 30 June 2015, the gearing ratio of the Group, calculated as total of
bonds payable and short term loans over total equity, was approximately
0.24 (31 December 2014: 0.31).

Foreign Exchange Exposure

During the six months ended 30 June 2015, the majority of the Group’s
incomes and expenses were denominated in Renminbi and Hong Kong
dollars. Up to 30 June 2015, the management of the Company is of the
opinion that the Group has insignificant exposure to foreign exchange
risk. As a result, the Group did not use any financial instruments for
hedging against fluctuation in foreign exchange during the six months
ended 30 June 2015. Nevertheless, the management of the Company
will closely monitor and from time to time reassess the exchange
risk exposures of the Group and enter into non-speculative hedging
arrangements if considered necessary.

Charge on Group Assets

As at 30 June 2015, No assets of the Group (31 December 2014: Nil)
have been pledged to banks for loans or borrowings.

Contingent Liabilities

As at 30 June 2015, the Group had no significant contingent liabilities.
In June 2014, a subsidiary of the group received notice that it was being
sued by a supplier called Gospell Digital Technology Co., Ltd. in respect of
a long outstanding purchase amounts due. If the subsidiary is found to be
liable, the total expected monetary penalty may amount to approximately
HK$1.9 million. Based on legal advice, the Directors do not believe it is
probable that the court will levy a fine against them. No provision has
therefore been made in respect of this claim.
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Capital Structure
January Subscription

On 18 December 2014, the Company entered into two separate
conditional subscription agreements with Lincy Global Limited and
Mr. Zhu Yan Biao (5R7%4Z) as subscriber respectively. On the same day,
the Company also entered into a conditional subscription agreement (as
amended and supplemented by a supplemental letter dated 19 January
2015 and a supplemental agreement dated 28 January 2015) with Elite
Fortune Global Limited as subscriber.

Pursuant to the aforesaid subscription agreements, the subscribers have
conditionally agreed to subscribe for and the Company has conditionally
agreed to allot and issue an aggregate of 541,600,000 new shares of
HK$0.01 each in share the capital of the Company (the “Shares”) with
an aggregate nominal value of HK$5,416,000 at a price of HK$0.12
per subscription share (the “January Subscription”), representing a
discount of approximately 17.24% to the closing price of HK$0.145 per
Share as quoted on the Stock Exchange on 18 December 2014. The net
subscription price, after deduction of relevant expenses, is estimated to
be approximately HK$0.12 per subscription share.

The reasons for carrying out the January Subscription was to raise
additional funding for the Group's business operation, strengthen
the financial position (in particular the working capital and cash flow
position) of the Group for its future business developments, broaden the
shareholder base of the Company, and to improve the cash reserve for
the on-going development of the Group.

The subscription of an aggregate of 416,600,000 new Shares by Lincy
Global Limited and Mr. Zhu Yan Biao (4#%4Z) was completed on 9
January 2015 and the subscription of 125,000,000 new Shares by Elite
Fortune Global Limited was completed on 30 January 2015 respectively.

The net proceeds amounted to approximately HK$65 million was used by
the Company (i) as to approximately HK$53 million (81%) for reduction
of the Group’s level of debt; and (ii) as to approximately HK$12 million
for general working capital of the Group as to approximately 7% for
operating expenses in China, approximately 1% for staff cost and the
remaining 11% was for other operating expenses. Relevant disclosure
was made in the announcements of the Company dated 18 December
2014, 9 January 2015, 19 January 2015 and 28 January 2015.
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March Subscription

On 12 March 2015, the Company entered into four separate conditional
subscription agreements with China Wish Limited, Ms. Zhang Wan Qiu
(BRBFK), Mr. Ma Jia Tao (F5fEE) and Mr. Chen Wen Cai (B3 B1) as
subscriber respectively.

Pursuant to the subscription agreements, the subscribers have
conditionally agreed to subscribe for and the Company has conditionally
agreed to allot and issue an aggregate of 300,000,000 new Shares with
an aggregate nominal value of HK$3,000,000 at the price of HK$0.12
per subscription share (the “March Subscription”), representing a
discount of approximately 13.67% to the closing price of HK$0.139
per Share as quoted on the Stock Exchange on 12 March 2015. The net
subscription price, after deduction of relevant expenses, is estimated to
be approximately HK$0.12 per subscription share.

The reasons for carrying out the March Subscription was to raise
additional funding for the Group's business operation, strengthen
the financial position (in particular the working capital and cash flow
position) of the Group for its future business developments, broaden the
shareholder base of the Company, and to improve the cash reserve for
the on-going development of the Group.

The subscription of an aggregate of 300,000,000 Shares by China Wish
Limited, Ms. Zhang Wan Qiu (5R#EFK), Mr. Ma Jia Tao (f{E£/%) and
Mr. Chen Wen Cai (FR3ZE7) was completed on 25 March 2015.

The net proceeds amounted to approximately HK$36 million was used
by the Company (i) as to approximately HK$10 million (28%) for the
repayment of trade creditor, and approximately HK$10 million (28%) for
the reduction of the Group’s level of debt; and (ii) as to approximately
HK$16 million for general working capital of the Group as to
approximately HK$6 million (17%) for the purchase of trading materials,
and HK$2.5 million (7%) for the finance cost, and approximately HK$2
million (6%) for staff cost, and the remaining 14% of net proceeds
was for operating expenses. Relevant disclosure was made in the
announcements of the Company dated 12 March 2015 and 25 March
2015.
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May Subscription

On 14 May 2015, the Company entered into a conditional subscription
agreement with Elite Fortune Global Limited as the subscriber.

Pursuant to the subscription agreement, the subscriber have conditionally
agreed to subscribe for and the Company has conditionally agreed to
allot and issue 100,000,000 new Shares with an aggregate nominal value
of HK$1,000,000 at the price of HK$0.17 per subscription share (the “May
Subscription”), representing a discount of approximately 9.09% to the
closing price of HK$0.187 per Share as quoted on the Stock Exchange
on 14 May 2015. The net subscription price, after deduction of relevant
expenses, is estimated to be approximately HK$0.17 per subscription
share.

The reasons for carrying out the May Subscription was to raise funding
for the Group’s business operation, strengthen the financial position (in
particular the working capital and cash flow position) of the Group for
its future business developments, broaden the shareholder base of the
Company, and to improve the cash reserve for the on-going development
of the Group.

The subscription of 100,000,000 Shares by Elite Fortune Global Limited
was completed on 10 June 2015.

The net proceeds amounted to approximately HK$17 million was used
by the Company (i) as to approximately HK$14 million (82%) for the
repayment of other payables, and approximately HK$3 million (18%) for
general working capital of the Group. Relevant disclosure was made in
the announcements of the Company dated 14 May 2015 and 10 June
2015.

On 14 May 2015, the Company also entered into two separate
conditional subscription agreements (as amended and supplemented by a
supplemental letter dated 12 June 2015 and a supplemental agreement
dated 15 June 2015) with Mr. Wang Jinjun (E& %) and Ms. Ma Yue
Jiao (F5 ) as subscriber respectively. As the conditions precedent
under each of the subscription agreements have not been fulfilled by the
respective long stop date, the subscription agreements were terminated.

During the six months ended 30 June 2015, an aggregate of
941,600,000 new Shares were issued by the Company.

Issue of Bond

On 12 January 2015, the Company and National United Resources
Holdings Limited (“NUR") entered into a conditional subscription
agreement, pursuant to which NUR has conditionally agreed to subscribe
for and the Company has conditionally agreed to issue to NUR the 11%
coupon bond in an aggregate principal amount of up to HK$80,000,000
(the “Bond”). The Bond will mature for redemption on the date
immediately following twelve (12) months after the date of its issuance.
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On 3 March 2015, the Company and NUR, after arm’s length negotiation,
entered into a supplemental agreement to extend the date for the
fulfilment of the conditions precedent to the subscription to 27 April
2015.

Completion of the subscription of the Bond in an aggregate principal
amount of HK$70 million has taken place on 2 April 2015. Details are set
out in the announcements of the Company dated 12 January 2015 and
3 March 2015.

Material Acquisition/Disposal and Significant
Investments Held

Capital Injection

On 26 January 2015, b RSB EBHEER AR (Beijing Kaigiao
Lisheng Technology Company Limited*) (“Beijing Kaigiao”), a wholly-
owned subsidiary of the Company, entered into a capital injection
agreement (the “Capital Injection Agreement”) with the original
shareholders of |LFEAEEREYEHEBRAFR] (Shanxi Zhongze Heng
Yuan Biological Technology Company Limited*) (“Shanxi Zhongze”)
namely BRI E EE AR A F (Zhong Xiang Heng Yuan Investment
Management Company Limited*) (“Zhong Xiang”) and Hu Guosheng
(#BEY ), whereby Beijing Kaigiao agreed to inject a sum of RMB52
million into Shanxi Zhongze, of which RMB31.23 million and RMB20.77
million will be recognized as the registered capital and capital reserve of
Shanxi Zhongze respectively (the “Capital Injection”). Shanxi Zhongze is
a company incorporated in the PRC with limited liability and is principally
engaged in research and development, manufacturing and selling
of castor seeds, manufacturing and selling of castor beans, research
and development of technology of biological products, research and
development of technology of new technology of castor industry,
promotion of technology, application of technology and selling of castor
oil. Upon completion of the Capital Injection, the equity holding of
Beijing Kaigiao in Shanxi Zhongze will be 51% and Shanxi Zhongze will
become a non-wholly-owned subsidiary of the Company.

As additional time is required for fulfilment of the conditions precedent
set out in the Capital Injection Agreement, Beijing Kaigiao, Zhong Xiang
and Hu Guosheng (#AB45) have agreed in writing on 29 May 2015 to
extend the long stop date to 31 July 2015, and agreed in writing on
31 July 2015 to further extend the long stop date to 30 September 2015.

As at the date of this report, The Capital Injection is subject to
fulfilment of certain conditions precedent and has not been completed.
Further details of the Capital Injection are set out in the Company’s
announcements dated on 26 January 2015, 29 May 2015 and 31 July
2015.
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Disposal of assets

FEIIFRERRRERB AR AT (Shenzhen Champion Maxiumic Group
Co., Limited*) (“Shenzhen Champion”), an indirect wholly-owned
subsidiary of the Company, as vendor and JAit/EERELIREEGRE A
Al (Hebei Guangdian Network Investment Limited*) as purchaser (the
“Hebei Guangdian”) entered into a conditional termination agreement
on 31 December 2013 (the “Termination Agreement”) for the sale
and purchase of the telecommunication equipment in relation to
digital cable television broadcasting network and the termination of
the cooperation agreement (the “Cooperation Agreement”) (being
the business cooperation agreement dated 26 November 2010 made
between Shenzhen Champion and At EEZ BASEBRHARA
7] (Hebei Television Broadcasts and Information Network Group Co.,
Ltd*) (“Hebei TV") together with the subsequent subsidiary contracts
made between Shenzhen Champion and Hebei Guangdian (which
performed the Cooperation Agreement for Hebei TV) with detailed
terms on the technical cooperation and the construction and operation
of the networks between the parties). The Termination Agreement and
the transactions contemplated thereunder had been approved by the
shareholders of the Company at the special general meeting held on
10 March 2014.

On 1 December 2014, Shenzhen Champion has initiated a civil action
against Hebei Guangdian concerning Shenzhen Champion’s claim for
payment by Hebei Guangdian concerning the claim for payment in
accordance with the terms of the Termination Agreement of (i) the
overdue payment penalty of approximately HK$756,000 (RMB597,000)
due to the delay in settlement of the first payment amounting to
approximately HK$38 million (RMB30 million) (ii) the second payment
amounting to approximately HK$25.3 million (RMB20 million) and the
relevant default interest accrued on the second payment; and (iii) the
court costs of the above civil action. As at the date of this report, the case
is still under legal proceedings.

The PRC lawyer will act on behalf of the Company to claim for the
payment and default interest under the instruction from the Company.

As at the date of this report, the completion of the Termination
Agreement has yet taken place. For details of the above matters,
please refer to the Company’s circular dated 21 February 2014 and the
Company’s announcement dated 3 December 2014.

Employee Information

As at 30 June 2015, the Group employed a total of 102 (31 December
2014: 154) full-time employees. The Group’s remuneration policy
remained the same as detailed in the Annual Report for the year ended
31 December 2014.
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Additional Information in respect of the Audit
Qualification for the year ended 31 December
2014

On 1 November 2011, the Company’s subsidiary Shenzhen Champion
entered into a project development cooperation agreement (“Cooperation
Agreement”) with 1t R 4R 2 )R BHE AR A 7 (Beijing Huashi Xinyuan
Technology Limited*) (“Beijing Huashi”) relating to the construction and
operation of television networks and subscription of television channels
and sharing of operating revenue between the Group and Beijing
Huashi. According to the Cooperation Agreement, the Group and Beijing
Huashi shall share the revenue from TV subscribers received by Beijing
Huashi. The minimum guaranteed amount of the Group’s share of the
revenue shall be RMB5 million per month. Duration of the Cooperation
Agreement is 15 years. Beijing Huashi shall pay to Shenzhen Champion
its shared revenue for each month before the 5th day of the following
month. The shared revenue under the Cooperation Agreement was
recognized based on the terms of the Cooperation Agreement and the
Company’s assessment on the recoverability of such revenue.

On 15 July 2014, Shenzhen Champion and Beijing Huashi entered into
a share purchase agreement (“Share Purchase Agreement”) pursuant
to which Shenzhen Champion shall purchase 1t 5 25 38 18 18 £ fi7 A R
A 7] (Beijing Yaao Boshi Technology Limited*) (“Beijing Yaao") from
Beijing Huashi at the consideration of RMB80 million which shall be set
off against part of the trade receivables due from Beijing Huashi. Details
of the acquisition are set out in the Company’s announcement dated
15 July 2014. Beijing Yaao was part of the business operations under
the Cooperation Agreement. Hence the revenue under the Cooperation
Agreement included those coming from Beijing Yaao. Completion of the
Share Purchase Agreement did not render the Cooperation Agreement
terminated. It has the effect of excluding the revenue of Beijing Yaao
from sharing under the Cooperation Agreement. No supplemental
agreement is required to be entered into.

As at 30 June 2014, the revenue from Beijing Huashi was RMB30 million
which represented the Group’s share of revenue under the Cooperation
Agreement for the 6 months ended 30 June 2014. In view of the partial
set off of the outstanding receivables pursuant to the Share Purchase
Agreement which was entered into on 15 July 2014, the Company was
still in the course of negotiating with Beijing Huashi on settlement of the
remaining receivables. Hence the Company considered that it would be
prudent to recognize only the shared revenue up to 30 June 2014.
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The detail reasons for the audit qualification for the year ended 31
December 2014 are as follows:

(a

Revenue from Beijing Huashi was not booked for the fourth
quarter of 2013. As a result, the auditors considered that the
booking of the revenue in 2014 was not valid unless further written
documentation, signed by both the Company and Beijing Huashi,
can be presented to them regarding the arrangement;

During 2014, the Company acquired 100% equity interest of
Beijing Yaao by off-setting RMB80 million of the trade receivables
due from Beijing Huashi. No further settlement of the remaining
outstanding trade receivables was made. There was no mentioning
of the settlement arrangement for the remaining balance in
the Share Purchase Agreement. The auditors questioned the
recoverability of the balance;

Since the total outstanding trade receivable balance exceeds the
revenue for 2014, i.e. no settlement was made for the current
year's revenue, and in view of the non-booking of the revenue in
the fourth quarter of 2013, the auditors queried the validity of the
revenue recognition in 2014;

The confirmation from Beijing Huashi for the revenue and year-
end trade receivable balance as stated above was received by
the Company and then passed on to the auditors. The auditors
pointed out that this is not satisfactory according to their auditing
standards. The confirmation has to be sent directly from Beijing
Huashi to their office. Furthermore, they are not satisfied with the
fact that the confirmation were without signatures and only bears
the company chop of Beijing Huashi.

The audit committee of the Company did not agree with the audit
qualification on the following grounds:

(a

The Group were negotiating with Beijing Huashi relating to
settlement of the outstanding receivables by the end of 2013 and
due to uncertainty of the negotiation the receivables for the last
quarter of 2013 was not booked out of prudence;

The negotiation with Beijing Huashi became more concrete during
the second quarter of 2014 and the Share Purchase Agreement
was finally entered into in July 2014 pursuant to which part of the
receivables in the sum of RMB80 million was settled by way of set
off under the Share Purchase Agreement. The Company considered
that the revenue from Beijing Huashi for the first 6 months of 2014
should be recognized because Beijing Huashi was willing and able
to settle part of the outstanding receivables. However the Company
did not recognize the revenue thereafter accrued out of prudence
due to the uncertainty of recoverability of such revenue.
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(c)  Recognition of the revenue from Beijing Huashi was not based on
the confirmation from Beijing Huashi. It was based on the terms of

the Cooperation Agreement and the recoverability of the revenue.

As at 31 December 2014, the trade receivables from Beijing Huashi
was RMB111,695,000 which represented the aggregate amount of the
Group’s share of revenue receivable under the Cooperation Agreement
as at year end 2014. Since the Cooperation Agreement became
effective, Beijing Huashi has settled the shared revenue in the total sum
of RMB31.6 million. The Company understood from Beijing Huashi
that they were unable to settle the outstanding receivables due to their
cashflow problem. In view of the prospective long term cooperation
with Beijing Huashi, the Company has not taken any legal action against
it. The Company has been in constant negotiation with Beijing Huashi
on settlement of the outstanding receivables and will continue to seek
amicable settlement of the same.

The Company has not recognized the shared revenue from Beijing Huashi
since 1 July 2014 due to the uncertainty of recoverability of such revenue.
Hence no shared revenue was booked for the six months ended 30 June
2015. The recognition of revenue has been agreed with the auditors. The
trade receivables from Beijing Huashi as at 30 June 2015 remained at
RMB111,695,000.

After careful assessment of these receivable balance’s recoverability by
taking into account of Beijing Huashi expressing their sincerity to resolve
the outstanding debt by various settlement proposals to the Company, of
which was still under consideration, during the period under review, the
Directors are of the opinion that no provision for impairment is necessary
in respect of these balances as there has been no significant change
in credit quality and the balances are still considered fully recoverable.
The Directors will continue closely monitor and evaluate the progress
regularly and should there be any adverse changes holding back recovery
of these receivables, the Directors will determine the appropriate level of
provisions to be made and action to be taken including legal proceedings
whenever necessary and appropriate to recover all these receivables.

The Company will ensure that proper confirmation will be obtained from
Beijing Huashi regarding the trade receivables for auditors’ review in the
forthcoming annual audit.
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OTHER INFORMATION

DIRECTORS" AND CHIEF EXECUTIVES" INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY OR ANY ASSOCIATED CORPORATION

As at 30 June 2015, the interests and short positions of the Directors,
the chief executive of the Company in the Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO"))
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have
under such provisions of the SFO); or pursuant to Section 352 of the SFO,
to be entered in the register referred to therein; or pursuant to Rule 5.46
of the GEM Listing Rules relating to securities transactions by Directors,
to be notified to the Company and the Stock Exchange were as follows:

Interests and short positions in Shares,
underlying Shares and debentures of the
Company
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Approximate

percentage

of interests

in the issued

Long position/ Number of share capital

Name of Directors Capacity short position Shares held of the Company

BEZ2 A RRAEBRTRAE

EEpE =27} HE/ KR R EE BEZBANBEIL

Mr. Xiao Yan Beneficial owner Long position 2,273,334 0.05%
= Bl EmEAA oY)

Mr. Qiu Bin Beneficial owner Long position 2,408,000 0.05%
e e 4 BHERA oY)

Save as disclosed above, none of the Directors and chief executives of the
Company had any interests and short positions in the Shares, underlying
Shares and debentures of the Company and its associated corporations,
as recorded in the register maintained by the Company pursuant to
Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the required standard of dealings by
Directors as referred to in Rule 5.46 of the GEM Listing Rules as at
30 June 2015, and at no time during the six months ended 30 June 2015
was the Company or any of its subsidiaries a party to any arrangement
to enable the Directors and chief executives of the Company to acquire
benefits by means of the acquisition of Shares in, or debentures of, the
Company or its associated corporations.
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SUBSTANTIAL SHAREHOLDERS/OTHER PERSONS'
INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 30 June 2015, the register of substantial shareholders/other persons
maintained by the Company under Section 336 of the SFO showed that
the following shareholders had notified the Company of relevant interests
in the Company’s issued share capital:

Long positions in the Shares

Number or attributable

FTERE EMALTRAERT
th&ﬁ%kﬁZTV&%
=)

RZZE—RFA=1H AREREBEHFK
HEIEMZE 33615 FBE 2 EBWME " Hi AL
ZETMER - THREEMEARDRERR
NAEIEBEITIRAR 2 Bk

RERGBz2HER

Approximate

percentage
of the issued
share capital

Name of shareholder number of Shares held Type of interests of the Company
AN BE BT
REREH BEZROYERELEE R 5 BRARZBHAB DL
Choi Chung Lam (“Mr. Choi”) (Note 1) 623,542,451 Interest in controlled 14.17%
BREM(TEREAE D (FEE1) corporation
X I/%.TE
Team Effort Investments Limited 623,542,451 Beneficial owner 14.17%
(“Team Effort”) (Note 1) (st 1) EnEEA
Bao Yu (“Mr. Bao”) (Note 2) 333,300,000 Interest in controlled 7.57%
ZF(8E4]) (HFE2) corporation
S NE
Long Joy Holdings Limited 333,300,000 Interest in controlled 7.57%
("Long Joy”) (Note 2) (Mf7£2) corporation
R AR
Lincy Global Limited 333,300,000 Beneficial owner 7.57%
(“Lincy Global”) (Note 2) (Fif7£2) BEnEE A
Notes: BiE -
1. Mr. Choi is the legal and beneficial owner of the entire issued share capital 1.  £25E & A Team Effort 2 # 2 B1TIR A 2 & /&

of Team Effort. Hence, Mr. Choi is deemed to be interested in 623,542,451
Shares through the shareholding interest of Team Effort in the Company.

2. These 333,300,000 Shares are held by Lincy Global, which is wholly owned
by Long Joy, which in turn is wholly owned by Mr. Bao. Hence, each of Long
Joy and Mr. Bao is deemed to be interested in these Shares in which Lincy
Global is interested.

Save as disclosed above, as at 30 June 2015, the Directors were not
aware that there was any person (not being a Director or chief executive
of the Company) who had, or was deemed to have, interests or short
positions in the Shares or underlying Shares which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO and was recorded in the register kept by the Company
pursuant to section 336 of the SFO.
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EMPLOYEE SHARE OPTION SCHEME

Under the share option scheme of the Company adopted on
30 December 2011 (the “Share Option Scheme”), the Board may, at
its discretion, grant options to the Directors and eligible participants
(as defined in the Share Option Scheme) pursuant to the Share Option
Scheme to enable them to subscribe for Shares as incentives or rewards
for their contributions to the Group.

A total of 3,000,000 share options have been granted under Share
Option Scheme since its adoption.

The Share Option Scheme will remain in force before 29 December 2021.
The following table disclosed movements in the Company’s share options
granted under the Share Option Scheme during the six months ended 30

June 2015:

Number of Shares (Note)
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RG#E (i)
As of Granted Exercised Cancelled Lapsed As of Exercise
1 January during during during during 30June Date of Exercise price
Participants 2015  theperiod  theperiod  theperiod  the period 2015  grant period per Share
Bz Bz
—g-%f —g-%f
25E —-B—-B RERRY RERTE  AEREE  RMIRAR SAStHE RMBE TEE BRITEE
HK$
BT
Other participant 3,000,000 - - - - 3,000,000  29/02/2012  01/03/2013- 0.84
A2 EE 29/02/2016
Total
st 3,000,000 - - - - 3,000,000
Note: BisE

Number of Shares over which options granted under the Share Option Scheme is
exercisable.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors or the management shareholders of the Company
nor any of their associates (as defined in the GEM Listing Rules) had any
interest in a business, which competes or may compete with the business
of the Group, or has any other conflict of interests with the Group.
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AUDIT COMMITTEE

The Company has established an audit committee (the “Audit
Committee”) with written terms of reference in compliance with the
GEM Listing Rules. As at the date of this report, the Audit Committee
comprises three independent non-executive Directors, namely, Mr. Leung
Wo Ping JP (Chairman), Mr. Dong Shi and Mr. Hu Dingdong.

The duties of the Audit Committee include reviewing the Group's
annual reports and accounts, half-year reports and quarterly reports
and providing advice and comments thereon to the Board. The Audit
Committee is also responsible for reviewing and supervising the financial
reporting process and internal control procedures of the Company, and
to review the appointment of external auditor on an annual basis as well
as to ensure independence of the continuing auditor.

The Audit Committee has reviewed the unaudited condensed
consolidated financial statements of the Group for the six months ended
30 June 2015.

CORPORATE GOVERNANCE PRACTICES

The corporate governance principles of the Company emphasize a quality
board, sound internal controls, transparency and accountability to all
shareholders. The Company has applied the code provisions set out in
the Corporate Governance Code and Corporate Governance Report
(“CG Code") contained in Appendix 15 of the GEM Listing Rules. Except
for the deviations from code provisions A.2.1 and C.1.2 of the CG Code
which are explained below, the Company was in compliance with all
code provisions set out in the CG Code during the six months ended 30
June 2015.

Distinctive Roles of Chairman and Chief
Executive Officer

Code provision A.2.1 of the CG Code stipulates that the roles of
chairman and chief executive officer should be separate and should not
be performed by the same individual. The division of responsibilities
between the chairman and chief executive officer should be clearly
established and set out in writing. Mr. Xiao Yan as the chief executive
officer of the Company, supported by the senior management of the
Company, is responsible for managing the Group’s businesses and
responsibilities, implementing major strategies, executing Board decisions
and coordinating the daily operations of the Group. Up to the date of
this report, the position of chairman remained vacant. In view of the
current operations of the Group, the management considered that there
is no imminent need to change the arrangement.
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Code provision C.1.2 of the CG Code provides that management
should provide all members of the board with monthly updates giving
a balanced and understandable assessment of the issuer’s performance,
position and prospects in sufficient detail to enable the board as a
whole and each director to discharge their duties under Rule 5.01 and
Chapter 17 of the GEM Listing Rules. During the six months ended
30 June 2015, the management of the Company did not provide regular
monthly update to all members of the Board, but the management
keeps providing information and update to the members of the Board
irregularly.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the required standard of dealings set out in
Rules 5.48 to 5.67 of the GEM Listing Rules as its code of conduct for
Securities Transactions by Directors throughout the six months ended
30 June 2015. Having made specific enquiry of all Directors, the
Company was not aware of any non-compliance with the required
standard of dealings regarding securities transactions by Directors during
the six months ended 30 June 2015.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the six months
ended 30 June 2015.

By Order of the Board
Heng Xin China Holdings Limited
Xiao Yan
Chief Executive Officer

Hong Kong, 14 August 2015

As at the date of this report, the Board comprises Mr. Xiao Yan (Chief
Executive Officer), Mr. Li Tao, Mr. Qiu Bin and Mr. Wang Kun as executive
Directors; Mr. Xu Lei as non-executive Director; Mr. Leung Wo Ping JR
Mr. Dong Shi, Mr. Hu Dingdong and Mr. Lei Yong as independent non-
executive Directors.
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