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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (THE “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 of the Stock Exchange 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 of the Company collectively and individually accept full responsibility, includes
particulars given in compliance with the GEM Listing Rules for the purpose of giving information with regard to the
Company. The directors of the Company, 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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UNAUDITED RESULTS

The board of directors (the “Directors”) of DX.com Holdings
Limited (the “"Company”) announced the first quarterly unaudited
consolidated results of the Company and its subsidiaries (the “Group”)
for the three months ended 30 September 2013 together with the

comparative unaudited figures for the corresponding period in 2012

as follows:

Unaudited Consolidated Income Statement

REVENUE
Cost of sales

Gross profit

Other income and gains

Selling and distribution costs
Administrative and other expenses
Finance costs

Share of profits and losses of associates

PROFIT BEFORE TAX
Income tax expense

PROFIT FOR THE PERIOD

Attributable to:
Owners of the Company
Non-controlling interests

EARNINGS PER SHARE

ATTRIBUTABLE TO ORDINARY EQUITY

HOLDERS OF THE COMPANY
Basis

Diluted

HiiE

Notes

BEAA=+HLE=EA
For the three months ended
30 September

—E—-=F —E——F
2013 2012
FET FET
HKS$ 000 HK$' 000
369,030 318,106
(223,444) (183,569)
145,586 134,537
1,296 196
(90,840) (78,744)
(38,375) (27,050)
(23) -

(5) )

17,639 28,937
(2,224) (4,745)
15,415 24,192
15,396 24,373

19 (181)

15,415 24,192
0.305& {licents 0.467% {llicents
i FAN/A N iE EN/A
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RZZ-ZF Balance at 1 July 2012
tA-HzE&4%

TEHZE Total comprehensive
figEcts income for the period

RZB-Z% At 30 September 2012
hA=t+A

RZZ-=F Balance at 1 July 2013
tA-RzEH

AEE2E Total comprehensive
gatt income for the period

RZZ-=fF At 30 September 2013
nA=t+A

Profit for the period

Unaudited Consolidated Statement of Comprehensive Income

BENAA=1+HL=EA

For the three months ended
30 September

Other comprehensive income for the

period, net of tax:

Exchange difference arising on
translation of foreign operations

TOTAL COMPREHENSIVE INCOME

FOR THE PERIOD

Total comprehensive income attributable to:
Owners of the Company
Non-controlling interests

—E—-=F —EF—_F
2013 2012
FET FET
HKS$’000 HK$ 000
15,415 24,192
(586) (756)
14,829 23,436
14,810 23,617
19 (181)
14,829 23,436

Unaudited Condensed Consolidated Statement of Changes In

Equity
RARARERAE AL
Attributable to owners of the Company
[k K X RERE SHE FER

fR® BER i i REHE RERF ait i BRAR

Share Capital Exchange
Issued premium Capital  redemption fluctuation Retained Non-controlling Total
capital account reserve reserve reserve profits Total Interests Equity
FET FET AT AT TET TET TET TET TET
HK$'000 HK$'000 HK$'000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$'000
53,136 109913 (17974) 1,335 (7564) 156,923 295,769 1,787 297556
- - - - (756) 24373 23617 (181) 23,436
53,136 109913 (17974) 1,335 (8,320 181,296 319,386 1,606 320992
50,945 - (17979) 3,526 (9,208) 191,369 218,662 1532 220,194
- - - - (586) 15,396 14,810 19 14,829
50,945 - (17978) 3,526 (9,790) 206,765 233412 1,551 235,023
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Notes:

1.

BASIS OF PRESENTATION

The Company is a limited liability company incorporated in the
Cayman lIslands on 15 March 2000 under the Companies Law of
the Cayman Islands. The shares of the Company were listed on the
Growth Enterprise Market (the “GEM") of the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 2 August 2000.

The unaudited condensed consolidated financial statements have
been prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRSs") (which include all Hong Kong Financial
Reporting Standard, Hong Kong Accounting Standards (“HKASs") and
Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), accounting principles generally accepted
in Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance and the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (the "GEM Listing Rules”).
They have been prepared under the historical cost convention,
except for financial instruments, which have been measured at fair
value.

The accounting policies adopted in the preparation of the unaudited
consolidated income statement are consistent with those adopted
by the Group in its annual accounts for the year ended 30 June
2013.

Accounting Policies

During the current period, the Group has applied for the first time,
the following new and revised HKFRSs standards, amendments
and interpretations issued by HKICPA, which are relevant to the
Group's operations and effective for the Group's financial statement
beginning on 1 July 2013:

Amendments to HKFRS 7 Financial
Instruments: Disclosures — Offsetting
Financial Assets and
Financial Liabilities

HKFRS 7 Amendments

HKFRS 10 Consolidated Financial Statements
HKFRS 11 Joint Arrangement

HKFRS 12 Disclosure of Interests in Other Entities
HKFRS 13 Fair Value Measurement

HKAS 19 (2011)
HKAS 27 (2011)
HKAS 28 (2011)

Employee Benefits

Separate Financial Statements

Investments in Associate and
Joint Ventures

Stripping Costs in the Production
Phase of a Surface Mine

Annual Improvements ~ Annual Improvements to HKFRSs
Project 2009-2011 Cycle

HK(IFRIC) — Int 20

The adoption of the new and amended HKFRSs had no material
effect on how the results for the current or prior accounting periods
have been prepared and presented. Accordingly, no prior period
adjustment is required.
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REVENUE

Revenue, which is also the Group's turnover, represents (i) the
net invoiced value of provision of professional IT contract and
maintenance services and (ii) the transaction price arising from
E-commerce and provision of online sales platform.

REBZWADITAT An analysis of the Group's revenue is as follows:
BEAA=THLE=MEA
For the three months ended
30 September
—_E—= —E——-F
2013 2012
(REER) (REEEZ)
(Unaudited) (Unaudited)
FHET FAET
HK$’ 000 HK$’'000
WA Revenue:
REHEFEEAREAHOR Provision of professional IT contract and
HIERERE maintenance services 38,918 35,606
EFEHRIEMAE E-commerce and provision of
HEFA online sales platform 330,112 282,500
369,030 318,106
BhE R A 3. FINANCE COSTS

RITEFRF SR

Interest expenses on bank loans

4. INCOME TAX EXPENSE

FREBiER
AN ERfEIROA ¢ Current tax:
BERBNED Hong Kong profits tax:
NI Current period
RIE T Deferred tax
MIAS L E R Total tax changed

BZEhA=1+RHL=MEA
For the three months ended
30 September

—E-=F —ET—=F
2013 2012
(REER) (REER)
(Unaudited) (Unaudited)
FET FHET

HK$’ 000 HK$’000

23 -

BEAA=1+HILE=EA
For the three months ended
30 September

—E-=F —F—=
2013 2012
(REER) (REgEZ)
(Unaudited) (Unaudited)
THET FHET
HK$’ 000 HK$'000
2,884 4,660
(660) 85
2,224 4,745

FAENGSH MR A2 (A5 BRI & F DA £16.5%
EHREE (ZZ——F : 165%) °

AEBEREMBREE Z XA ZBNRIE  SREM
FEzBEED 2B REN  ZEBWBEAEER
ZBITREGE -

Hong Kong Profits tax has been provided at the rate of 16.5% on
the estimated assessable profits for the period (2012: 16.5%).

Taxes on profits in respect of Group companies operating elsewhere
have been calculated at the rates of tax prevailing in the respective
tax countries/jurisdictions in which they operate based on existing
legislation, interpretations and practices in respect thereof.
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DIVIDENDS

The Directors do not recommend the payment of first quarter
dividend (2012: Nil).

EARNING PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

The calculations of basic and diluted earning per share are based
on:

BEAAR=1+HL=MHEA
For the three months ended
30 September

—E—= —E—-—F
2013 2012
(REER) (REEEZ)
(Unaudited) (Unaudited)
FHET FET
HK$’ 000 HK$’ 000
RRREBRERFER A Profit attributable to ordinary equity holders
JE 15 2 A of the Company 15,396 24,373
R 45 & B
hAB=+H
Numbers of shares
as at 30 September
—E-=F —E——F
2013 2012
(REER) (REEFEZ)
(Unaudited) (Unaudited)
BHEAE : Number of shares:
et E B RERRF Weighted average number of ordinary shares
2 B AR nAE 9 8K for the purpose of basic eamings
per share calculation 5,094,515,570 5,313,599,570

HABE-_ZE—=FNA=1THILHEAR K27
EAREEAEELTRR ALTERYERESR
M(ZE—=F &) -

REMENTH 7.

o

AEERBEEHOLHERE THRIEYENRE
BE KHAIHEHRERINF—E=F-

T

”

R-ZB-—=FAA=+B REFTITHHEKLLHEL
AREBAZATFRIMRRZEENESLRENT -

No diluted earning per share has been disclosed as the Company
did not have any dilutive potential ordinary sharing during the period
ended 30 September 2013 (2012: Nil).

OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties and staff quarters
under operating lease arrangements. Such leases are negotiated for
terms ranging from one to three years.

At 30 September 2013, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as
follows:

(REER)
(Unaudited)
hA=+H
As at 30 September
—E—= —ET——4F
2013 2012
FHET FET
HK$’000 HK$' 000
TERIF Not later than 1 year 6,694 4,638
ER1FETERSE Later than 1 year and not later than 5 years 2,027 2,071
8,721 6,709
LEBRHF 8. COMPARATIVE FIGURES

ETHBRBFEEIANAARHEM 257K -

Certain comparative figures have been reclassified to conform with
the current period’s presentation.
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CHANGE OF COMPANY NAME

During the Period, the Group changed the Company name to DX.com
Holdings Limited (DX.comZi& B R A F]). The Group believed the
new name will better highlight the Group’s endeavor to develop
e-commerce business and provide online sales platform, principally
through the Group’s DX.com website, better reflecting the significance
of DX.com website to the Group's revenue and profits.

FINANCIAL REVIEW

(C)

(b)

(@

(d)

Revenue

During the period, the unaudited consolidated revenue was
HK$369,030,000 (2012: HK$318,106,000), representing an
increase of about 16.0% as compared to the corresponding
period in 2012. Of which the main source was the revenue
from the e-commerce business of HK$330,112,000 (2012:
HK$282,500,000), representing an increase of about 16.9% as
compared to the corresponding period in last year, mainly due
to the uncertainty of the global economic environment eased
as compared to the corresponding period in last year, and over
a period of time the Group devoted more resources, including
personnel expenses and marketing advertising, to enhance our
market competitiveness. The revenue from the Group's other
business, provision of professional IT contract and maintenance
services, was HK$38,918,000 (2012: HK$35,606,000),
increased steadily by about 9.3% as compared to the
corresponding period in last year.

Gross profit

During the period, the gross profit margin was approximately
39.5% (2012: approximately 42.39%), fell about 2.8% as
compared to the corresponding period in last year, mainly due
to the keen competition in the e-commerce business market
and the increased procurement costs caused by the continuous
appreciation of RMB.

Selling and distribution costs
The increase of the selling and distribution costs was mainly
driven by the increased sales of the e-commerce business.

Administrative expenses

The administrative expenses of the period was HK$38,375,000
(2012: HK$27,050,000), representing an increase of about
41.9% as compared to the corresponding period in last year.
Such increase was mainly due to the Group invested more
resources in staff costs, marketing and other administrative
costs in order to maintain our market competitiveness in the
e-commerce business.

(e) Profit for the period

For the three months ended 30 September 2013, the
Group's unaudited net profit decreased by about 36.3% to
HK$15,415,000 (2012: HK$24,192,000) as compared to the
corresponding period in last year.

The drop in the net profit for the period was mainly due to the
drop in gross profit, increase in selling and distribution costs and
administrative expenses as mentioned in notes (b), (c) and (d)
above.
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BUSINESS REVIEW

B2C (Business-to-Customer) e-commerce website

DX.com (“DX"), the foreign trade B2C e-commerce website of the
Group, continued to be the major source of profit to the Group.
During the period, the traffic of DX grew steadily. According to Alexa
Internet, Inc, an organization providing website ranking statistics,
on 8 November 2013, DX climbed to No.788 and No.18 in the
world's website ranking and in the world's shopping website ranking
respectively, well received by consumers worldwide. The Group's
professional product team seeks unique products from the market at
all times to widen its product portfolio. On 30 September 2013, DX
website's products increased to over 130,000 varieties of products
ranging across 15 categories, catering the differentiated demand of
the consumers by its wide product range and varieties of product
prices. In addition, the website provides free worldwide shipping,
allowing consumers to enjoy a convenient worldwide online shopping
experience without any extra delivery charge. Moreover, to satisfy
different consumer groups’ demand for service, the Group established
regional direct delivery services in key countries. By cooperating with
regional delivery companies, the delivery time can be shortened to
enhance customers' satisfaction. During the period, the major markets
grew steadily.

Professional IT contract and maintenance services business
The Group's experienced IT team, providing tailor-made professional
IT solutions for government departments and corporate clients, is one
of the industry leading business application solution providers in Hong
Kong, Mainland China and Singapore. Benefitting from the growing
demand of public and private sectors for IT corporate solutions, the
service contract value under this business segment recorded 9.3%
increment during the Period.

PROSPECTS

Looking forward, the Group will continue to take the proactive
business development strategy. The Group will introduce new product
categories to increase sales; optimize the logistics system and shorten
delivery time to further consolidate customers’ satisfaction and loyalty
towards DX; and implement the strategy of “regionalized precise
marketing”; and leverage on its experience in social media marketing
to further expand the sales network and strengthen its marketing
promotion for higher brand recognition of DX in the international
arena.

Regarding the provision of professional IT contract and maintenance
services business, the Group is dedicated to designing cost-effective
and professional IT solutions for its corporate clients in a view to
enhance the clients’ competitive advantages.

In spite of the challenging external atmosphere, with the Group's solid
foundation of e-commerce websites as well as its great customer
base, the Group will entrench its predominance and market position,
maximizing the Group's profits and interests of the shareholders.

LIQUIDITY AND FINANCIAL RESOURCES
During the period under review, the Group financed its operations

by internally generated cash flow and banking facilities provided by
banks.

As at 30 September 2013, the Group's consolidated shareholders'
equity, current assets and net current assets were HK$235,023,000
(2012: HK$320,992,000), HK$308,096,000 (2012: HK$332,292,000)
and HK$187,939,000 (2012: HK$244,423,000) respectively.
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In respect of the Group's current assets of HK$308,096,000 as
at 30 September 2013 (2012: HK$332,292,000), trade and bills
receivable (net of provision for doubtful debts) account for 29.6%
(2012: 25.7%) whilst pledged deposits, time deposits and cash and
cash equivalents accounted for about 40.7% (2012: 44.7%). As at
30 September 2013, the Group's pledged deposits, time deposits
and cash and cash equivalents amounted to HK$125,437,000 (2012:
HK$148,432,000). All of the Group's cash and cash equivalents were
denominated in Australian dollars, Hong Kong dollars, pound sterling,
((jﬁalrlladian dollars, Euro, Renminbi, Singapore dollars and United States
ollars.

As at 30 September 2013, the Group did not have any outstanding
bank and other loan (2012: Nil).

As at 30 September 2013, the Group had an aggregate composite
banking facilities from banks of approximately USD20 million and
RMB30 million respectively of which has not been utilised (2012:
Nil).

GEARING RATIO

As at 30 September 2013, the gearing ratio of the Group as a ratio
of total liabilities over total assets was approximately 35.5% (2012:
approximately 23.0%).

CAPITAL STRUCTURE

The Group mainly finances its operation with internal resources. The
Group continued to exert stringent control over treasury policies. The
Company intends to finance the Group's future operations, capital
expenditure and other capital requirement mainly with the existing
bank balance available.

As at 30 September 2013, the interest rate of banking facilities was
charged at the range of Benchmark Lending Rate of the People’s
Bank of China less 5% (2012: Nil).

As at 30 September 2013, the Group did not have an outstanding
bank and other loans (2012: Nil).

Save as the above, the capital structure of the Group had no material
change.

MATERIAL ACQUISITIONS, DISPOSALS AND SIGNIFICANT
INVESTMENTS

The Company had no significant investments and material acquisitions
or disposals for the period ended 30 September 2013

CHARGES ON ASSETS
The banking facilities of the Group are secured by:

(i) corporate unlimited guarantees executed by the Company (2012:
Nil); and

(i) the pledge of certain of the Group's time deposits amounting to
approximately HK$4,040,000 (2012: Nil).

CONTINGENT LIABILITIES

As at 30 September 2013 and 2012, the Company had contingent
liabilities in respect of corporate unlimited guarantees for banking
facilities granted to certain subsidiaries. At the end of the reporting
period, none of such facilities were utilised by the subsidiaries (2012:
Nil).

FOREIGN CURRENCY RISK

The Group mainly generated revenue and incurred costs in Australian
dollars, Hong Kong dollars, Renminbi, Singapore dollars, Canadian
dollars, Euro, pound sterling and United States (“US") dollars.

During the period, the Group had entered foreign exchange forward

contracts for hedging the foreign currency risk exposure on making
payment to the suppliers.

9
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As at 30 September 2013, the notional amount of the outstanding
forward exchange contracts which were entered to mitigate foreign
exchange risk in view of continuing appreciation of RMB was USD8.3

million.

DISCLOSURE OF INTERESTS UNDER PART XV OF THE
SECURITIES AND FUTURES ORDINANCE (THE “SFO")
A. DIRECTORS AND CHIEF EXECUTIVES

As at 30
of the dir
shares of
the meani

September 2013, the interests and short positions
ectors and chief executives of the Company in the
the Company and its associated corporations (within
ng of Part XV of the SFO) as recorded in the register

required to be kept 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 of the Company as referred to in Rule 5.46 of the
GEM Listing Rules were as follows:

1. Interests in shares of the Company

BEREEZ HE BT
EERYE RAE 7 H*
He/ Re Number of Percentage
Long position/ ordinary shares ifza of issued
Short position interested Notes  share capital*
) 147,960,000 2.91%
Long
HE 773,966,942 M 15.19%
Long
aH
Total: 921,926,942 18.10%
KRB 200,000,000 3.93%
Short
FE 1,225,925,402 ) 24.06%
Long
HR 2,880,000 0.06%
Long
Notes:

1.

These 773,966,942 shares of the Company were held
by China Dynamic Enterprises Limited (“China Dynamic”),
a corporation wholly controlled by Mr. HUANG Shaokang.
Accordingly, Mr. Huang was deemed to be interested
in 773,966,942 shares of the Company held by China
Dynamic pursuant to Part XV of the SFO.

1,050,793,202 shares of the Company were held by
Wise Focus International Limited (“Wise Focus”) and
175,132,200 shares of the Company were held by
Spacewalk International Limited (“Spacewalk”), Wise
Focus and Spacewalk were wholly controlled by Mr.
MENG Hu. Accordingly, Mr. Meng was deemed to be
interested in 1,050,793,202 shares of the Company held
by Wise Focus and 175,132,200 shares of the Company
held by Spacewalk pursuant to Part XV of the SFO.

*  The percentage represents the number of ordinary
shares interested divided by the number of issued
shares of the Company as at 30 September 2013.
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2. Interests in shares of the associated corporation of
the Company
No such interest was reported by the Directors.

Save as disclosed above, as at 30 September 2013, none of
the directors nor the chief executives of the Company had any
interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept 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 of the Company as referred to in Rule 5.46
of the GEM Listing Rules.

SUBSTANTIAL SHAREHOLDERS

As at 30 September 2013, the following parties had interests of
5% or more in the shares of the Company as recorded in the
register required to be kept by the Company pursuant to Section
336 of the SFO:

HEBRTREBTD L
Percentage of issued
share capital*

BEER 2T EREE
Number of ordinary /it
shares interested Notes

826,224,974 (1) 16.22%
826,224,974 (1) 16.22%
826,224,974 (1) 16.22%
826,224,974 (1) 16.22%
826,224,974 (1) 16.22%
826,224,974 (1) 16.22%
1,050,793202  (2) 20.63%
921,926942  (3) 18.10%
200,000,000  (3) 3.93%
773,966,942  (4) 15.19%
532,940,000  (5) 10.46%
532,940,000  (5) 10.46%
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Number of substantial Capacity Long position/ Number of ordinary  /7;#  Percentage of issued
shareholder Short position shares interested  Notes share capital*
Talent Gain Developments EmBEAA TE 266,000,000 (6) 5.22%
Limited (“Talent Gain") Beneficial owner Long
Digital China (BVI) Limited REES 258 2 s T 266,000,000 (6) 5.22%
Interest of controlled Long
corporation
Digital China Holdings Limited S ¥EH| 2 A58 2 5=} 266,000,000 (6) 5.22%
Interest of controlled Long
corporations
Notes:
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1.
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% %773,966,942% A8 2 7] AR 1 A China Dynamicl A&
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1.

These 826,224,974 shares of the Company were held by ChangAn
Investment. ChangAn Investment was controlled as to 92.44% by
IDG-Accel China Growth Fund Il L.P. which was controlled by IDG-
Accel China Growth Fund Il Associates L.P.. IDG-Accel China Growth
Fund Il Associates L.P. was controlled by IDG, which was in turn
controlled by Mr. ZHOU Quan and Mr. HO Chi Sing. Accordingly,
IDG-Accel China Growth Fund Il L.P., IDG-Accel China Growth Fund
Il Associates L.P., IDG, Mr. ZHOU Quan and Mr. HO Chi Sing were
deemed to be interested in 826,224,974 shares held by ChangAn
Investment pursuant to Part XV of the SFO.

These 1,050,793,202 shares of the Company were held by Wise
Focus, a corporation wholly controlled by Mr. MENG Hu. Such
interest was also disclosed as the interest of Mr. Meng in the
above paragraph under "Disclosure of Interests under Part XV of
the Securities and Futures Ordinance — A. Directors and Chief
Executives”.

Ms. YIP Chi Yu was deemed to be interested in 921,926,942
shares (long position) and 200,000,000 shares (short position)
of the Company through the interests of her spouse, Mr. HUANG
Shaokang, pursuant to Part XV of the SFO.

These 773,966,942 shares of the Company were held by China
Dynamic, a corporation wholly controlled by Mr. HUANG Shaokang.
Such interest was also disclosed as the interest of Mr. Huang in
the above paragraph under “Disclosure of Interests under Part XV
of the Securities and Futures Ordinance — A. Directors and Chief
Executives”.

These 532,940,000 shares of the Company were held by
Innopac, a corporation wholly controlled by Mr. CHEN Ling Sonny.
Accordingly, Mr. Chen was deemed to be interested in 532,940,000
shares of the Company held by Innopac pursuant to Part XV of the
SFO.

These 266,000,000 shares of the Company were by Talent Gain, a
corporation wholly controlled by Digital China (BVI) Limited. Digital
China (BVI) Limited, which was in turn wholly controlled by Digital
China Holdings Limited. Accordingly, Digital China (BVI) Limited and
Digital China Holdings Limited were deemed to be interested in
266,000,000 shares held by Talent Gain pursuant to Part XV of the
SFO.

*  The percentage represents the number of ordinary shares
interested divided by the number of issued shares of the
Company as at 30 September 2013.
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Save as disclosed above, as at 30 September 2013, so far as
is known to any director or chief executive of the Company, no
person, other than the directors whose interests are set out in the
above paragraph under “Disclosure of Interests under Part XV of the
Securities and Futures Ordinance — A. Directors and Chief Executives”,
had registered an interest or a short position in the shares or
underlying shares of the Company that was required to be recorded
under Section 336 of the SFO.

SHARE OPTION SCHEME

As at 30 September 2013, there was no option outstanding under
the Share Option Scheme. No options were granted/exercised/
lapsed/cancelled under the Share Option Scheme during the
reporting period.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Apart from those as disclosed in the above paragraph under
"Disclosure of interest under Part XV of the Securities and Futures
Ordinance — A. Directors and Chief Executives”, at no time during the
period were rights to acquire benefits by means of the acquisition
of shares in or debentures of the Company granted to any directors
or their respective spouse or children under 18 year of age, or were
any rights exercised by them; or was the Company, or any of its
subsidiaries a party to any arrangement to enable the directors of the
Company to acquire such rights in any other body corporated.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the directors, at least 25% of the Company's
total issued share capital was held by the public as at the date of this
report.

LITIGATION

On 16 August 2012, the plaintiff (the “Plaintiff”), Klipsch Group, Inc,
filed a suit in the federal district court (the “Court”) in the United
States (the “U.S.") against certain defendants, including one of the
online sales platforms (the “Subject Domain") of the Group, in
respect of (i) trademark counterfeiting; (i) trademark infringement;
and (iii) false designation of origin (the “Litigation”). The Plaintiff
claimed that certain products (the “Klipsch-Branded ltems”) were
registered by them in the U.S. and that infringing Klipsch-Branded
ltems had been sold to customers in the U.S. via the Subject Domain.
The Plaintiff seeked damages, attorneys’ fees and sanctions. Hence,
the Plaintiff instructed Paypal to freeze US$2,000,000 (equivalent to
HK$15,600,000) (the “Frozen Amount”) from the Group's Paypal
account on 27 August 2012.

On 21 September 2012, the Group filed sales documents with the
Court indicating that the sales amount (the “Infringing Sales Amount”)
of the infringing Klipsch-Branded Items into the U.S. amounted to
less than US$700. The Court considered that the Frozen Amount
was excessive and accordingly, the Court entered an order reducing
the Frozen Amount from US$2,000,000 to US$20,000 (equivalent
to HK$156,000) on 11 October 2012. The Plaintiff asserted in
December 2012 that the Subject Domain continued to sell additional
Klipsch-Branded Items. The Group filed additional sales documents
establishing that the revenues derived from sales into the U.S. of the
additional Klipsch-Branded ltems were less than US$125. At the date
of this report, no hearing to determine the merits of Plaintiff's claim
has been held and the Litigation has not yet been closed.
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The directors of the Company (the “Director”) have exercised their
due care in assessing the financial impact in respect of the legal
costs and claims, if any, of the Litigation. After consideration of (i)
the Infringing Sales Amount were not material to the consolidated
financial statements of the Group; and (ii) the allegedly-infringing
Klipsch-Branded Items were supplied by one of their suppliers
("Supplier A") whereas, pursuant to a supplier agreement
commenced on 1 July 2011 entered into between the Group and
Supplier A, Supplier A has to indemnify the Group in full against all
liabilities, damages, costs and expenses arising from (a) any breach
of warranty in relation to their products; and/or (b) any legal claims
in respect of the product infringe, patent, copyright, design right and
trade mark or other intellectual property right in relation to their
products, the Directors are of the opinion that sufficient provision has
been made in the consolidated financial statements of the Group for
the period ended 30 September 2013.

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

None of the directors, initial management shareholders or their
respective associates of the Company has an interest in a business
which competes or may compete with the business of the Group.

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

During the three months ended 30 September 2013, neither
the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the of the Company listed securities.

SECURITIES TRANSACTIONS BY DIRECTORS

The Group has adopted stringent procedures governing director’s
securities transaction in compliance with Rules 5.48 to 5.67 of
the GEM Listing Rules. Relevant employees who are likely to be
in possession of unpublished price-sensitive information of the
Group are also subject to compliance with guidelines with no less
exacting terms than those set out in the Rules. No incidence of non-
compliance was noted for the three months ended 30 September
2013.

CORPORATE GOVERNANCE

The Company has compiled with the code provisions of the
Corporate Governance Code set out in Appendix 15 of the GEM
Listing Rules throughout the three months ended 30 September
2013, except for the following deviation:

Code Provision A.6.7

Independent non-executive directors and other non-executive
directors, as equal board members, should give the board and
any committees on which they serve the benefit of their skills,
expertise and varied backgrounds and qualifications through regular
attendance and active participation. They should also attend general
meetings and development a balanced understanding of the views of
shareholders.

Due to engage in other commitments, certain independent non-
executive directors and non-executive directors, did not attend the
Company's extraordinary general meeting held on 6 September
2013.
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AUDIT COMMITTEE

The Company set up an audit committee (the “Committee”) with
written terms of reference in compliance with the requirements of
the GEM Listing Rules. The primary duties of the Committee are to
review and provide supervision over the financial reporting process
and internal control of the Group. The Committee comprises five
independent non-executive directors, Mr. FONG Fuk Wai, Mr. LI
Guanbao, Mr. ZHU Zhi, Mr. LIN Xiaofeng and Mr. LAM Kit Sun. The
information contained in the Group's first quarterly report for the
three months ended 30 September 2013 has not been audited
but has been reviewed by the Committee, who was of opinion that
such report compiled with the applicable accounting standards, and
the GEM Listing Rules and legal requirements and that adequate
disclosures had been made.

BOARD PRACTICES AND PROCEDURES

During the three months ended 30 September 2013, the Company
has compiled with the board practices and procedures as set out in
Rules 5.34 to 5.45 of the GEM Listing Rules.

DIRECTORS

As at the date of this report, the executive directors are Mr. HUANG
Shaokang, Mr. MENG Hu, Mr. CHOW Siu Kwong and Mr. LUO Jia; the
non-executive Director is Mr. GAO Xiang; and the independent non-
executive Directors are Mr. FONG Fuk Wai, Mr. LI Guanbao, Mr. ZHU
Zhi, Mr. LIN Xiaofeng and Mr. LAM Kit Sun.

By order of the Board
HUANG Shaokang
Co-Chairman

MENG Hu
Co-Chairman

Hong Kong, 12 November 2013
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