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The amount of new contracts signed and orders secured for the six months ended June 30, 2014 was
approximately RMB1,108.8 million, compared to approximately RMB1,659.1 million for the six months ended
June 30, 2013, or an approximately 33.2% decrease.

The amount of backlog as at June 30, 2014 was approximately RMB2,381.1 million, compared to approximately
RMB2,210.7 million as at December 31, 2013, or an approximately 7.7% increase.

Revenue for the six months ended June 30, 2014 was approximately RMB772.3 million, compared to
approximately RMB975.9 million for the six month ended June 30, 2013, or an approximately 20.9% decrease.

Gross profit for the six months ended June 30, 2014 was approximately RMB177.0 million, compared to
approximately RMB251.7 million for the six month ended June 30, 2013, or an approximately 29.7% decrease.

Gross profit margin decrease from 25.8% for the first half of the prior year to approximately 22.9% for the first
half of 2014.

Loss attributable to owners of the parent of the Company for the six months ended June 30, 2014 was
RMB48.0 million, compared to a profit of approximately RMB43.4 million for the six month ended June 30,
2013.
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Overview of the Overall Operation of the Company During the Reporting Period

In the first half of 2014, China ITS (Holdings) Co., Ltd. (the “Company”) and its subsidiaries (collectively, the
“Group”) recorded a revenue of RMB772.3 million, representing an decrease of RMB203.6 million as compared to
RMB975.9 million for the six months ended June 30, 2013. The Group recorded new contracts signed and orders
secured of RMB1,108.8 million, representing a decrease of 33.2% as compared to RMB1,659.1 million in the six
months ended June 30, 2013. The Group recorded backlog of RMB2,381.1 million as at June 30, 2014. The overall
gross profit for the six months ended June 30, 2014 was RMB177.0 million, representing a decrease of 29.7%
compared with the first half of 2013, and the gross profit margin for the first half of 2014 slightly decreased by 2.9%
10 22.9% as compared with that of first half of 2013.

Core Business of the Group and Operation Thereof

(i)

(ii)

Expressway

For the six months ended June 30, 2014, the Group's revenue from the expressway segment (“Expressway”)
was RMB372.1 million, representing a decrease of RMB198.3 million as compared to RMB570.4 million for the
six months ended June 30, 2013. The amount of new contracts signed and orders secured in the six months
ended June 30, 2014 was RMB453.4 million, and the backlog amount as at June 30, 2014 was RMB1,277.5
million.

The overall decrease of expressway segment was attributed to the progress delay of the Yunnan and Hubei
provinces construction contracts. However, the management team believes that the delayed projects will
resume in the second half of 2014.

In the first half of 2014, the major projects of Expressway included the Yunnan Da-Li (Dali — Lijiang) Expressway
project, the Henan Lan-Liu (Lankao — Liujiang) Expressway project and the Hunan Zhang-Hua (Zhangjiajie —
Huahuan) Expressway project.

Railway
Revenue from the railway segment (“Railway”) increased by RMB78.1 million to RMB291.5 million during the
reporting period as compared to the six months ended June 30, 2013, and it represented 37.7% of the Group's
total revenue. The amount of new contracts signed and orders secured in the six months ended June 30, 2014
was RMB511.0 million and the backlog amount as at June 30, 2014 was RMB785.7 million for the railway
segment.

The strong rebound in this segment was attributed to recovery of China High Speed Railway construction.
China Railway Corporation (formerly known as Ministry of Railway) has completed its restructuring and will
continue to focus on railway construction. Besides the strong rebound of communication projects, the Group
also signed several milestone passenger service and video surveillance contracts, e.g. ZhengZhou — Kaifeng
City railway, ZhengZhou - Jiaozuo City railway, Guizhou — Guangzhou video surveillance contracts. The Board
believes that it will bring more business opportunities in new solution area.

In the first half of 2014, the major projects of Railway included the Jin-Zhong-Nan Railway project, the Hefei —
Fuzhou Railway project, and the Harbin — Qigihar Railway project.

China ITS (Holdings) Co., Ltd. / 2014 Interim Report
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Core Business of the Group and Operation Thereof (continued)

(iii) Urban Traffic
Revenue from the urban traffic segment (“Urban Traffic”) decreased by RMB76.5 million to RMB108.7 million
during the reporting period, and represented 14.1% of the Group's total revenue. The amount of new contracts
signed and orders secured in the six months ended June 30, 2014 was RMB144.4 million and the backlog
amount as at June 30, 2014 was RMB317.7 million for the Urban Traffic segment.

The decrease in the revenue for Urban Traffic was due to the lowered investment of the local government to
the Urban Traffic projects. Unlike Expressway and Railway, which have strong revenue stream from central
government customers, the Urban Traffic relies on local government budget. As a result, several projects were
affected and revenue from Urban Traffic for the period decreased.

In the first half of 2014, the major projects of Urban Traffic included the Wuhai ITS management system
project, the Nanhai district ITS management system project and the Chongqing subway line 6 project.

Purchase and Cancellation of Bonds

For the six months ended June 30, 2014, in an attempt to reduce overall financial cost, the Company totally
purchased and cancelled part of the Company’s 10.0% guaranteed bonds due 2015 (“Bonds”) in the aggregate
principal amount of RMB81,000,000.00 out of the original aggregate principal amount of RMB210,000,000. The
Board considers that the purchase is in the interest of the Company and its shareholders as a whole.

For further details of the abovementioned purchase and cancellation of Bonds, please refer to the announcement of
the Company dated May 29, 2014.

Prospects

Looking forward, the Group will be more focused on the segments with growth potential and better financial
strength in the transportation industry, such as Expressway, Railway and other new feasible segments (such as civil
aviation). Civil aviation is a new segment which the Group has been working on for two years. In the civil aviation
segment, the Group will provide airport ground services wireless network solutions to airport operation and the
relevant business service providers within the airport. After series of tests and trial operation of networks, the Group
started to record revenue from the civil aviation segment and expects to increase in the second half of 2014 and
2015.

The Group will continue to provide full range of solutions and services, develop dedicated strategy tailored to
customer needs in each segment, and drive industry innovation and standards. As for mid/back-end operation, the
Group will streamline management structure and optimize operating cost by further cost control. In general, the
Group will continue aiming to become an ITS leading player and to provide safe, reliable, efficient, and environmental
friendly products and services in the future.

6 China ITS (Holdings) Co., Ltd. / 2014 Interim Report
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Revenue

By Industry Segments

The Group's overall revenue for the six months ended June 30, 2014, was RMB772.3 million, representing a
decrease of 20.9% from RMB975.9 million for the six months ended June 30, 2013. The decrease was mainly due
to a 34.8% decrease in the Expressway segment, a 41.3% decrease in the Urban Traffic segment which was partly
offset by a 36.6% increase in the Railway segment. The following table sets out the revenue breakdown by industry
segments:

Six months ended June 30,

2014 2013
RMB’000 RMB’000

Revenue by industry segments
Expressway 372,105 570,425
Railway 291,540 213,409
Urban traffic 108,672 185,125
Energy - 6,946
Total 772,317 975,905

(i) Expressway

Revenue from the Expressway segment for the six months ended June 30, 2014 was RMB372.1 million,
representing a decrease of RMB198.3 million as compared to RMB570.4 million for the six months ended June
30, 2013. The decrease was mainly due to the delay of two major projects for the Expressway segment. In the
first half of 2014, as two major projects in Yunnan and Hubei provinces have been postponed, revenue from
the Expressway segment in the six months ended June 30, 2014 decreased. However, these projects are
expected to return to the normal pace of progress during the second half of 2014. The Group believes there
will be a rebound in the expressway business in 2014 with increasing infrastructure investment by the
government. For the six months ended June 30, 2014, new contracts signed and orders secured for the
Expressway segment amounted to RMB453.4 million while the amount of backlog as at June 30, 2014 was
RMB1,277.5 million.

(i) Railway

Revenue from the Railway segment for the six months ended June 30, 2014 was RMB291.5 million,
representing an increase of RMB78.1 million as compared to RMB213.4 million for the six months ended June
30, 2013. Following the strong recovery in 2013, the Railway segment remained robust as the postponed
investment in railway construction in 2012 is being resumed progressively. From the Group’s perspective, the
Railway segment maintained the momentum of high growth in traditional communication solutions in the first
half of 2014. Meanwhile, the Group had made a remarkable breakthrough in developing new solutions such as
passenger service and video surveillance by entering into new contracts related to Zheng Kai (Zhengzhou —
Kaifeng), Zheng Jiao (Zhengzhou — Jiaozuo) City railways and Gui Guang (Guizhou — Guangzhou) Video
Surveillance, which expand the product portfolio effectively. Under the trend of continued commitment in
railway construction in China, the Group believes it will identify more business opportunities in this segment in
both the pre- and the post-construction operation period. For the six months ended June 30, 2014, the amount
of new contracts signed and orders secured for the Railway segment was RMB511.0 million while the amount
of backlog as at June 30, 2014 was RMB785.7 million.
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Revenue (continued)
By Industry Segments (continued)

(iii)

(iv)

Urban traffic

Revenue from the Urban Traffic segment for the six months ended June 30, 2014 was RMB108.7 million,
representing a decrease of RMB76.4 million as compared to RMB185.1 million for the six months ended June
30, 2013. Such decrease was mainly due to the effect of investment cutback, to different extents, to urban
traffic projects by local governments within China since late 2013, which also led to business model of some
projects transforming from one-off project base to 5-year progressive payment by installments. Such change of
business model had caused a decrease in income for the immediate periods, however, the overall will not be
affected. Under the trend of urbanization in China, the Group believes it will identify more business
opportunities in this segment after the local government financing problem is solved. For the six months ended
June 30, 2014, new contracts signed and orders secured for the Urban Traffic segment amounted to
RMB144.4 million while the amount of backlog as at June 30, 2014 was RMB317.7 million.

Energy

Revenue from the Energy segment for the six months ended June 30, 2014 was nil, representing a decrease
of RMB6.9 million as compared to RMB6.9 million for the six months ended June 30, 2013. For the six months
ended June 30, 2014, the amount of new contracts signed and orders secured for the Energy segment was
RMBO million while the amount of backlog as at June 30, 2014 was RMBO0.2 million.

Business pattern and major projects

The Group's business is highly correlated with the macroeconomic policies on infrastructure investment of the PRC
central government and has a unigue seasonal character. Most of the construction projects are in bidding stage and
commenced implementations in the first half of the year. Therefore, the new contracts are confirmed in the first half
of the year and the revenue is recorded in the second half. This resulted in a higher backlog amount in comparison
with the figure at the end of 2013. This business pattern remained similar in 2014, and the backlog amount was
approximately RMB2,381.1 million as at June 30, 2014.

During this period, the Group has implemented more than 970 projects in varied sizes, covering most of the regions
in Mainland China. The following table sets out the major projects generating revenue in each industry segment:

Industry segments Project name

Expressway: Yunnan Da-Li (Dali — Lijiang) Expressway Project

Henan Lan-Liu (Lankao — Liujiang) Expressway Project
Hunan Zhang-Hua (Zhangjiajie — Huahuan) Expressway Project

Railway: Jin-Zhong-Nan Railway Project

He-Fu (Hefei — Fuzhou) Railway Project
Ha-Qi (Harbin — Qigihar) Railway Project

Urban traffic: Wuhai ITS Management System Project

Nanhai District ITS Management Project
Chongging Subway Line 6 Project
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Revenue (continued)

By Business sectors

For the six months ended June 30, 2014, the revenue from Turnkey Solutions decreased by 30.5%, and the
revenues from Special Solutions’ business decreased by 9.3% and Value-added Operation and Services business
increased by 36.8% respectively. The following table sets out the revenue breakdown by business sectors:

Six months ended June 30,

2014 2013
RMB’000 RMB’000

Revenue by business sectors
TS 344,860 496,148
SS 424,443 468,054
VAQOS 46,527 34,016
Elimination (43,513) (22,313)
Total 772,317 975,905

(i)

(ii)

(iii)

Turnkey Solutions (“TS")

Revenue from the TS business for the six months ended June 30, 2014 was RMB344.9 million, representing a
decrease of RMB151.2 million, as compared to RMB496.1 million for the six months ended June 30, 2013. As
mentioned in the industry segment section, there were delays in the progress of the Group’s two key projects
in the expressway in Yunnan and Hubei provinces. Moreover, due to the decrease in the overall expenditure in
urban traffic industry and changes in the business models of some key projects, there was a decrease in the
revenue from the TS urban traffic business. The new contracts and orders secured amounted to RMB458.9
million for the six months ended June 30, 2014 and the backlog amount as at June 30, 2014 was RMB1,386.5
million for the TS business.

Specialised Solutions (“SS”)

Revenue from the SS business for the six months ended June 30, 2014 was RMB424.4 million, representing a
decrease of RMB43.7 million, as compared with RMB468.1 million for the six months ended June 30, 2013.
The change was attributed to an increase in the railway segment of RMB86.7 million, and offset by a decrease
in the expressway segment of RMB76.4 million, a decrease in the urban traffic segment of RMB47.1 million
and a decrease in the energy segment of RMB6.9 million. Please refer to the aforesaid industry segment
section for detailed discussion and analysis of individual industry segments. The new contracts and orders
secured for the six months ended June 30, 2014 amounted to RMB605.3 million and the backlog amount as at
June 30, 2014 was RMB968.6 million for the SS business.

Value-added Operation and Services (“VAQS”)

Revenue from the VAOS business for the six months ended June 30, 2014 was RMB46.5 million, representing
an increase of RMB12.5 million and a year-on-year increase of 36.8%, as compared to RMB34.0 million for the
six months ended June 30, 2013. Both the expressway and railway segments had increments under the effort
in developing further recurring business with existing customers. Such business growth reflects the Group's
business transformation from a single key project-based model to stable recurring pattern. The new contracts
and orders secured amount for the six months ended June 30, 2014 was RMB44.6 million and the backlog
amount as at June 30, 2014 was RMB26.0 million for the VAOS business.
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Cost of Sales
Cost of sales was incurred on a project-by-project basis for individual legal entities and was subsequently aggregated
at sector or segment and corporate level. The cost of sales was based on the equipments and other direct relevant

costs incurred for the completion of each of the relevant key projects. Cost of sales accounted for 77.1% of the

Group's revenue for the six months ended June 30, 2014, representing an increase 2.9% for the six months ended
June 30, 2013.

By Industry Segments

Six months ended June 30

2014 2013
RMB’000 RMB'000
Cost of Sales by Segments
Expressway 288,509 421,775
Railway 216,504 155,877
Urban traffic 90,344 139,846
Energy - 6,738
Total 595,357 724,236
% of Revenue 77.1% 74.2%
(i) Expressway

(ii)

(iii)

(iv)

The Expressway segment decreased by RMB133.3 million to RMB288.5 million for the six months ended June
30, 2014 as compared to RMB421.8 million for the six months ended June 30, 2013.

Railway

The Railway segment increased by RMB60.6 million to RMB216.5 million for the six months ended June 30,
2014 as compared to RMB155.9 million for the six months ended June 30, 2013.

Urban traffic

The Urban Traffic segment decreased by RMB49.5 million to RMB90.3 million for the six months ended June
30, 2014 as compared to RMB139.8 million for the six months ended June 30, 2013.

Energy

The Energy segment recorded nil for the six months ended June 30, 2014 due to the disposal of discontinued
business in the second half of 2013.
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Cost of Sales (continued)
By Business Sectors

Six months ended June 30

2014 2013
RMB’000 RMB'000
Cost of Sales by Sectors
TS 297,284 396,611
SS 310,694 336,491
VAOS 30,892 13,447
Elimination (43,513) (22,313)
Total 595,357 724,236
% of Revenue 77.1% 74.2%

(i)

(ii)

(iii)

TS

The cost of sales incurred for TS business accounted for 42.6% of the Group’s cost of sales for the six months
ended June 30, 2014, which was lower than that in the prior year, and was mainly due to the delay of two
major projects in the expressway segment and the overall industry slowdown in the Urban Traffic segment.

SS

The cost of sales incurred for SS business accounted for 52.2% of the Group's cost of sales for the six months
ended June 30, 2014, which was higher than that in the prior year because of some projects with higher cost
in the Railway segment, especially those new product contracts.

VAOS

The cost of sales incurred for VAOS business accounted for 5.2% of the Group’s cost of sales for the six
months ended June 30, 2014, which was higher than that in the prior year, reflecting the ever increasing
contribution of VAOS to the Group's business.
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Overall gross profit of the Group decreased from RMB251.7 million for the six months ended June 30, 2013 to
RMB177.0 million in the six months ended June 30, 2014, primarily due to the overall slowdown in the urban traffic
industry and the delay in the schedules of the Expressway segment. Gross profit margin decreased from 25.8% for
the six months ended June 30, 2013 to 22.9% during the six months ended June 30, 2014.

By Industry Segments

Six months ended

June 30, December 31, June 30,
2014 2013 2013
RMB’000 RMB'000 RMB’000

Gross profit and gross profit margin

by industry segments

Expressway 83,596 101,110 148,650
Margin % 22.5% 17.3% 26.1%
Railway 75,036 132,416 57,532
Margin % 25.7% 25.0% 27.0%
Urban traffic 18,328 71,505 45,279
Margin % 16.9% 25.5% 24.5%
Energy - 2,286 208
Margin % - 10.5% 3.0%
Total 176,960 307,317 251,669
Overall margin % 22.9% 21.7% 25.8%

(i) Expressway

Gross profit margin for the Expressway segment in the six months ended June 30, 2014 was 22.5%,

representing a decrease of 3.6% as compared to 26.1% for the six months ended June 30, 2013.

(i) Railway

Gross profit margin for the Railway segment in the six months ended June 30, 2014 was 25.7%, representing
a decrease of 1.3% as compared to 27.0% for the six months ended June 30, 2013.

(iii)  Urban traffic

Gross profit margin for the Urban Traffic segment in the six months ended June 30, 2014 was 16.9%,

representing a decrease of 7.6% as compared to 24.5% for the six months ended June 30, 2013.

(iv)  Energy

Gross margin for the Energy segment in the six months ended June 30, 2014 was 0%.
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Gross Profit (continued)
By Business Sectors
Six months ended
June 30, December 31, June 30,
2014 2013 2013
RMB’000 RMB'000 RMB’'000
Gross profit and gross profit margin
by business sectors
TS 47,576 52,129 99,537
Margin % 13.8% 9.0% 20.1%
SS 113,749 239,088 131,563
Margin % 26.8% 29.2% 28.1%
VAOS 15,635 16,100 20,569
Margin % 33.6% 21.8% 60.5%
Total 176,960 307,317 251,669
Overall margin % 22.9% 21.7% 25.8%

(i) TS
Gross profit margin for TS business in the six months ended June 30, 2014 was 13.8%, representing a
decrease of 6.3% as compared to 20.1% for the six months ended June 30, 2013.

(i) SS
Gross profit margin for SS business in the six months ended June 30, 2014 was 26.8%, representing a
decrease of 1.3% as compared to 28.1% for the six months ended June 30, 2013.

(iii)  VAOS
Gross profit margin for VAOS business in the six months ended June 30, 2014 was 33.6%, representing a
decrease of 26.9% as compared to 60.5% for the six months ended June 30, 2013.

Other Income and Gains
Other income and gains mainly comprised of rental income from investment properties, government grants and
other non-operating incomes. The increase in such income and gains due to the exchange gains in the first half 2014.

Selling, General and Administration Expenses

For the six months ended June 30, 2014, selling, general and administration expenses (“SG&A") as a percentage of
sales increased by 3.5% to 22.2% as compared to 18.7% for the six months ended June 30, 2013, which was
mainly due to the revenue decrease.

The staff costs remained as a large component of the Group’s SG&A while the travelling, entertainment and
business expansion expenses (“T&E Expenses”) and office supplies expenses are highly correlated with the
headcount numbers. Therefore, the total amount of the aforesaid expenses (headcount related cost) constituted the
largest portion of the Group’s SG&A. The headcount related cost decreased from RMB111.6 million in the six
months ended June 30, 2013 to RMB104.1 million for the six months ended June 30, 2014, representing a 6.8%
decrease and accounting for 60.7% of the total SG&A. This fluctuation was mainly due to the strict expenses control
policy applied by the Group.
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Selling, General and Administration Expenses (continued)

The rental expenses increased from RMB13.0 million for the six months ended June 30, 2013 to RMB13.5 million for
the six months ended June 30, 2014. The rental expenses accounted for 7.9% of the total SG&A in the six months
ended June 30, 2014, and increased 0.8% as compared to that of the corresponding period in 2013.

Research & Development expenses increased from RMB12.2 million for the six months ended June 30, 2013 to
RMB12.7 million for the six months ended June 30, 2014, mainly as a result of the increase in the expenditure
related to R&D on new segments, and new products, such as the urban traffic and aviation segments.

Non-cash expenses

Equity-settled share option expenses refer to the expenses related to the Company’s pre-IPO share incentive
scheme adopted on December 28, 2008 (“Pre-IPO Share Incentive Scheme”) and the expenses related to the
share options granted on January 18, 2012 under the share option scheme (“Share Option Scheme") of the
Company adopted on June 18, 2010. For the six months ended June 30, 2014, equity-settled share option expenses
were RMB4.7 million, which was significantly less than RMB11.3 million for the six months ended June 30, 2013, as
a result of the gradual reduction in the amount of amortization under the Share Option Scheme in the subsequent
period according to the pre-set vesting schedule.

Amortization expenses of intangible assets arising from acquisition mainly represented the amortization arising from
the acquisition of CTH and STONE. Such expenses were RMB8.8 million for the six months ended June 30, 2014,
which was lower than the expenses of RMB10.2 million for the six months ended June 30, 2013, because certain
intangible assets from acquisition were already fully amortized in 2013.

Finance Income and Finance Cost

Finance income mainly referred to interest incomes and finance cost which mainly referred to interest expenses for
interest-bearing bank loan, convertible bonds and guaranteed bonds. The net financial expense represented the total
finance cost minus the total finance income. The Group’s net financial expense was RMB34.4 million for the six
months ended June 30, 2014, which represented an increase of RMB15.6 million as compared to RMB18.8 million
for the six months ended June 30, 2013. The increase was mainly due to the interest arising from the convertible
bonds in the amount of HK$200 million issued to China market capital in late 2013.

Share of Profits/(Losses) of Joint Ventures/Associates

Share of profits of investment entities for the six months ended June 30, 2014 was approximately RMB3.2 million,
which represented a decrease of RMB2.5 million as compared to the figure of RMB5.7 million for the six months
ended June 30, 2013. The investment income was mainly derived from the share of profit of certain associates
engaging the expressway and urban traffic segments.

Income Tax Expenses

The total income tax expense for the six months ended June 30, 2014 was RMB16.5 million, which was lower than
the total income tax expense of RMB18.5 million for the six months ended June 30, 2013. During six months ended
June 30, 2014, the usage of standard tax rate was 25% in calculating current tax payable and deferred tax liability, as
a result of the undergoing renewal process of eleven subsidiaries within the Group on high tech preferential tax rate
of 15%.

Profit for the year

Before deducting the non-cash expenses in the amount of RMB13.5 million, the adjusted loss attributed to
shareholders for the six months ended June 30, 2014 was RMB38.8 million, which was lower than the figure of
RMB63.8 million for the six months ended June 30, 2013. This was mainly due to delays in the progress of Group’s
key projects in expressway segment and the decrease in the overall expenditure in urban traffic industry.
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Trade Receivables Turnover Days
The number of trade receivables turnover days for the six months ended June 30, 2014 was 169 days (in the six
months ended June 30, 2013: 122 days).

Net Construction Turnover Days
The net amount due from contract customer turnover days for the six months ended June 30, 2014 was 110 days
(for the six months ended June 30, 2013: 118 days).

Trade Payables Turnover Days
The number of trade payables turnover days in the six months ended June 30, 2014 was 198 days (in the six months
ended June 30, 2013: 150 days).

Inventory Turnover Days

The inventories of the Group mainly comprised of raw materials, work-in-progress, finished goods and general
merchandise for surveillances SS. The number of inventory turnover days for the six months ended June 30, 2014
was 7 days (for the six months ended June 30, 2013: 8 days).

Liquidity and Financial Resources

The Group's principal sources of working capital included cash flow from operating activities, bank and other
borrowings, and the proceeds from bond issued. As at June 30, 2014, the Group's current ratio (current assets
divided by current liabilities) was 1.7 (as at December 31, 2013: 1.8). The Group's financial position remained healthy.

As at June 30, 2014, the Group was in a negative net cash position of RMB454.3 million (as at December 31, 2013:
negative net cash of RMB242.8 million) which included cash and cash equivalent of RMB430.4 million (as at
December 31, 2013: RMB695.7 million), interest-bearing bank loans of RMB626.3 million (as at December 31, 2013:
RMB607.6 million), marketable guaranteed bonds of RMB106.8 million (as at December 31, 2013: RMB184.9 million)
and convertible bonds of RMB151.6 million (as at December 31, 2013: RMB146.0 million). As at June 30, 2014, the
Group's gearing ratio was 10.6%, which was higher than the gearing ratio of 8.8% as at June 30, 2013, due to the
newly issued convertible bonds in the second half of 2013. Gearing ratio refers to adjusted cash (interest-bearing
bank borrowings minus pledged deposits, short-term deposit and cash and bank balances plus amounts due to
related parties) divides total equity.

Contingent Liabilities
As at June 30, 2014, the Group had no material contingent liability.

Charges on Group Assets

As at June 30, 2014, in addition to the pledged deposits (current portion) of approximately RMB76.6 million (as at
December 31, 2013: RMB80.6 million) and the pledged deposits (non-current portion) of approximately RMB4.5
million (as at December 31, 2013: RMB4.5 million), the Group pledged its buildings with the net book values of
RMB39.5 million (as at December 31, 2013: RMB39.5 million) to banks to secure banking facilities granted to the
Group. Save as disclosed above, as at June 30, 2014, the Group had no other asset charged to financial institution.
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Material Acquisitions or Disposals of Subsidiaries and Associated Company

In May 2014, Jiangsu Zhongzhi Transportation Technology Co., Ltd. (“Jiangsu Zhongzhi”), an indirect wholly-owned
subsidiary of the Company, entered into an equity transfer agreement in respect of the transfer of 100% of the
equity interest in Jiangsu Yijie Technology Co., Ltd. (“Jiangsu Yijie"”), a wholly-owned subsidiary of Jiangsu
Zhongzhi, with an independent third party (the “Jiangsu Yijie Purchaser”). Pursuant to the equity transfer
agreement, Jiangsu Zhongzhi transferred 100% of the equity interest in Jiangsu Yijie to the Jiangsu Yijie Purchaser
at a total consideration of RMB24.0 million, which was determined by reference to the net asset value of RMB43.8
million as recorded in Jiangsu Yijie's accounts as at April 30, 2014. The transfer generated a loss of RMB19.8 million.
Prior to the transfer, Jiangsu Yijie was engaged in civil aviation Air-to-Ground (ATG) communication service. The
Group will discontinue the business operation of civil aviation ATG communication service and taking this into
account, and the Group will transfer 100% equity interest and all the businesses of Jiangsu Yijie to the Purchaser of
Jiangsu Yijie. The disposal of Jiangsu Yijie is consistent with the Company’s strategy of terminating the operation of
the related business. As each of the relevant percentage ratios in respect of this transaction is below 5% and the
transaction did not involve any securities for which listing would be sought, the transaction did not constitute a
notifiable transaction under Chapter 14 of the Listing Rules.

Use of Proceeds

The shares of the Company were listed on the main board of the Hong Kong Stock Exchange on July 15, 2010, with
net proceeds of the Company of approximately HK$710.6 million (after deducting underwriting commissions and
related expenses).

The use of the net proceeds from the global offering as at June 30, 2014 was as follows:

Percentage Amount
of net of net Amount Amount
Use for proceeds Proceeds utilised remaining

(in HK$ million)  (in HK$ million)  (in HK$ million)

Acquisitions or Investments 45% 319.7 319.7 -
Project-related working

capital needs 35% 248.7 248.7 -
Research and development 10% 71.1 61.0 10.1
General corporate purposes 10% 71.1 71.1 -
Total 100% 710.6 700.5 10.1
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The board of directors (individually, a “Director”, or collectively, the “Board”) of China ITS (Holdings) Co., Ltd. (the
“Company”) presents its report together with the unaudited consolidated results of the Company and its
subsidiaries (collectively, the “Group”) for the six months ended June 30, 2014.

Interim Dividend
The Board did not recommend the payment of an interim dividend.

Review by Audit Committee and External Auditors

The audit committee of the Company has reviewed the accounting principles and practices and has also reviewed
auditing, internal control and financial reporting matters, including the review of the interim results of the Group for
the six months ended June 30, 2014 together with the management of the Company and external auditor, Ernst &
Young.

In addition, Ernst & Young, has performed an independent review of the unaudited condensed consolidated interim
financial information for the six months ended June 30, 2014 in accordance with Hong Kong Standard on Review
Engagements 2410 Review of Interim Financial Information Performed by the Independent Auditor of the Entity
issued by the Hong Kong Institute of Certified Public Accountants.

Directors’ and Chief Executive’s Interests and Short Positions in Shares, Underlying

Shares and Debentures

Save as disclosed below, as at June 30, 2014, none of the Directors and chief executive of the Company had any
interests or short position 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 (Cap. 571, Laws of Hong Kong)
(the “SFO")) which were required to be notified to the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they are taken or deemed to have under such provisions of the SFO); or were required, pursuant to Section
3562 of the SFO, to be entered in the register referred to therein; or were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code"”) as contained in Appendix 10 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”), to be
notified to the Company and the Stock Exchange:

Approximate
percentage of
shareholdings
as at June 30,

Name of Director Nature of interest Securities"? 201419

Mr. Liao Jie™®? Beneficial owner/Interest of a controlled 120,617,710(L) 7.33%(L)
corporation

Mr. Jiang Hailinm@ Beneficial owner/Beneficiary of the Fino Trust 758,217,440(L) 46.05%(L)

Mr. Wang Jing"* Beneficial owner/Beneficiary of the Tesco Trust 762,167,440(L) 46.29%(L)

Mr. Lu Xiao® Beneficiary owner 10,176,284(L) 0.62%(L)

Mr. Pan Jianguo!"® Beneficial owner/Beneficiary of the 143,558,952(L) 8.72%(L)
Ampio Trust

Mr. Choi Onward"” Beneficial owner 98,824(L) 0.01%(L)

Mr. Sun Lu® Beneficial owner 98,824(L) 0.01%(L)

Mr. Zhou Chunsheng® Beneficial owner 98,824(L) 0.01%(L)
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Directors’ and Chief Executive’s Interests and Short Positions in Shares, Underlying
Shares and Debentures (continued)

Notes:

(1

(6)

7

18

To facilitate the management and operation of the Company and as a result of previous restructuring exercises of the Group, China ITS Co.,
Ltd. (“Holdco"), Pride Spirit Company Limited, Sea Best Investments Limited, Joy Bright Success Limited (“Joy Bright”), Gouver Investments
Limited ("Gouver”), Kang Yang Holdings Limited, Huaxin Investments Limited, Rockyjing Investment Limited, Key Trade Holdings Limited,
Speedy Fast Investments Limited, Best Partners Development Limited (“Best Partners”), Joyful Business Holdings Limited (“Joyful
Business"”), Mr. Liao Jie, Mr. Lu Xiao, Mr. Liao Daoxun, Ms. Wu Yurui, Mr. Jiang Hailin, Mr. Wang Jing, Mr. Liang Shiping, Ms. Wu Chunhong,
Mr. Zhao Lisen, Mr. Yuan Chuang, Mr. Zhang Qian, Mr. Guan Xiong, Mr. Zheng Hui, Mr. Lv Xilin, Ms. Wang Li, Mr. Dang Kulun, Mr. Pan
Jianguo and Mr. Jing Yang, entered into shareholders voting agreements (the “Shareholders Voting Agreements”), pursuant to which each
of the parties (other than Holdco) to the Shareholder Voting Agreements has authorized Holdco to exercise their voting rights in the Company
on their behalves.

Holdco is entitled to exercise or control the exercise of the voting rights of a total of 756,361,592 Shares, representing the aggregate number
of Shares held by all of the parties to the Shareholder Voting Agreements.

40,735,874 of these Shares are underlying Shares subject to the exercise of share options granted to Mr. Liao Jie on January 18, 2012 under
the Share Option Scheme. Mr. Liao Jie is also deemed to be interested in the 79,881,836 Shares held by Joyful Business, which is wholly-
owned by Mr. Liao Jie.

1,855,848 of these Shares are underlying Shares subject to the exercise of share options granted to Mr. Jiang Hailin on January 18, 2012 under
the Share Option Scheme Mr. Jiang Hailin was also interested in all the Shares in which Fino Trust was interested as a beneficiary of Fino
Trust. As the beneficial owner of Fino Investments Limited (“Fino Investments”), Fino Trust is deemed to be interested in all the Shares in
which Fino Investments is interested. Mr. Jiang Hailin beneficially and directly owns 18,702,440 Shares, which are part of the 756,361,592
Shares in which Fino Trust is deemed to be interested.

3,950,000 of these Shares are underlying Shares subject to the exercise of share options granted to Mr. Wang Jing on December 31, 2008
under the Pre-IPO Share Incentive Scheme. 1,855,848 of these Shares are underlying Shares subject to the exercise of share options granted
to Mr. Wang Jing on January 18, 2012 under the Share Option Scheme.

Mr. Wang Jing was also interested in all the Shares in which Tesco Trust was interested as a beneficiary of Tesco Trust. As the beneficial
owner of Tesco Investments Limited (“Testco Investments”), Tesco Trust is deemed to be interested in all the Shares in which Tesco
Investments is interested.

3,216,852 of these Shares are underlying Shares subject to the exercise of share options granted to Mr. Lu Xiao on December 31, 2008 under
the Pre-IPO Share Incentive Scheme. 6,959,432 of these Shares are underlying Shares subject to the exercise of share options granted to Mr.

Lu Xiao on January 18, 2012 under the Share Option Scheme.

4,175,659 of these Shares are underlying Shares subject to the exercise of share options granted to Mr. Pan Jianguo on January 18, 2012
under the Share Option Scheme.

Mr. Pan Jianguo was also interested in all the Shares in which Ampio Trust was interested as a beneficiary of Ampio Trust. As the beneficial
owner of Ampio International Limited (“Ampio International”), Ampio Trust is deemed to be interested in all the Shares in which Ampio

International is interested.

These Shares are underlying Shares subject to the exercise of share options granted to Mr. Choi Onward on January 18, 2012 under the Share
Option Scheme.

These Shares are underlying Shares subject to the exercise of share options granted to Mr. Sun Lu on January 18, 2012 under the Share
Option Scheme.

These Shares are underlying Shares subject to the exercise of share options granted to Mr. Zhou Chunsheng January 18, 2012 under the Share
Option Scheme.

(L) denotes long positions.
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Directors’ Rights to Acquire Shares

Save as otherwise disclosed in this interim report, at no time during the six months ended June 30, 2014, was the
Company or any of its subsidiaries or its holding company or any of the subsidiaries of the Company’s holding
company a party to any arrangement to enable the Directors or the chief executive of the Company or their
respective associates to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or
any other body corporate and none of the Directors and chief executive, or their spouse and children under the age
of 18, had any right to subscribe for the securities of the Company, or had exercised any such right during such
period.

Pre-IPO Share Incentive Scheme/Share Option Scheme

The terms of the Pre-IPO Share Incentive Scheme and the Share Option Scheme were disclosed in the section
headed “Other information — Pre-IPO Share Incentive Scheme” and “Other information — Share Option Scheme”
respectively, in Appendix VI to the prospectus of the Company dated June 30, 2010 (the “Prospectus”).

1.  Pre-IPO Share Incentive Scheme
China ITS Co., Ltd. adopted the Pre-IPO Share Incentive Scheme on December 28, 2008. The purpose of the
Pre-IPO Share Incentive Scheme is to recognize and reward the contribution of certain eligible participants to
the growth and development of the business(es) of the Group.

Options to subscribe for an aggregate of 116,653,105 Shares have been conditionally granted by China ITS Co.,
Ltd. under the Pre-IPO Share Incentive Scheme.

As of June 30, 2014, a total of 30,437,542 Shares which were held by China ITS Co., Ltd. may be transferred to
the relevant grantees upon exercise of all options which had been granted under the Pre-IPO Share Incentive
Scheme. Upon exercise of such options, China ITS Co., Ltd. transfers the relevant number of shares of the
Company to the grantee of the options. There is therefore no dilutive effect on the shareholders of the
Company resulting from the exercise of the options under the Pre-IPO Share Incentive Scheme.
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Pre-IPO Share Incentive Scheme/Share Option Scheme (continued)

1. Pre-IPO Share Incentive Scheme (continued)
Movement of the options granted under the Pre-IPO Share Incentive Scheme during the six months ended
June 30, 2014 is as follows:

Lapsed or
during the during the

Outstanding six months six months Outstanding  Exercise price
Vesting as at January ended June ended June as at per share
Grantee Grant date start date Expiry date 1,2014 30,2014 30,2014  June 30, 2014 (RMB)
Mr. Wang Jing 31/12/2008 31/12/2010 31/12/2015 0 - - 0 2
(Executive Director, 31/12/2008 30/06/2011 30/06/2016 0 - - 0 2
Substantial Shareholder) 31/12/2008 31/12/20m 31/12/2016 34,250 - - 34,250 3
31/12/2008 30/06/2012 30/06/2017 1,305,250 - - 1,305,250 3
31/12/2008 31/12/2012 31/12/2017 1,305,250 - - 1,305,250 4
31/12/2008 30/06/2013 30/06/2018 1,305,250 - - 1,305,250 4

Sub-total 3,950,000 - - 3,950,000
Mr. Lu Xiao 31/12/2008 31/12/2010 31/12/2015 536,142 - - 536,142 2
(Executive Director, 31/12/2008 30/06/2011 30/06/2016 536,142 - - 536,142 2
Substantial Shareholder) 31/12/2008 31/12/2011 31/12/2016 536,142 - - 536,142 3
31/12/2008 30/06/2012 30/06/2017 536,142 - - 536,142 3
31/12/2008 31/12/2012 31/12/2017 536,142 - - 536,142 4
31/12/2008 30/06/2013 30/06/2018 536,142 - - 536,142 4

Sub-total 3,216,852 - - 3,216,852
Mr. Lv Xilin 31/12/2008 31/12/2010 31/12/2015 203,895 - - 203,895 2
(Executive Director 31/12/2008 30/06/2011 30/06/2016 203,895 - - 203,895 2
(Resigned on 20 May 2014), 31/12/2008 31/12/2011 31/12/2016 203,895 - - 203,895 3
Substantial Shareholder) 31/12/2008 30/06/2012 30/06/2017 203,895 - - 203,895 3
31/12/2008 31/12/2012 31/12/2017 203,895 - - 203,895 4
31/12/2008 30/06/2013 30/06/2018 203,895 - - 203,895 4

Sub-total 1,223,370 - - 1,223,370
Others 31/12/2008 31/12/2010 31/12/2015 1,222,538 - - 1,222,538 2
31/12/2008 30/06/2011 30/06/2016 6,138,017 - - 6,138,017 2
31/12/2008 31/12/2011 31/12/2016 2,257,165 - - 2,257,165 3
31/12/2008 30/06/2012 30/06/2017 3,845,415 - - 3,845,415 3
31/12/2008 31/12/2012 31/12/2017 2,702,215 - - 2,702,215 4
31/12/2008 30/06/2013 30/06/2018 5,881,970 - - 5,881,970 4

Sub-total 22,047,320 - - 22,047,320

TOTAL: 30,437,542 - - 30,437,542
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Pre-IPO Share Incentive Scheme/Share Option Scheme (continued)

2.

Share Option Scheme

The Company conditionally adopted the Share Option Scheme on June 18, 2010 and the Share Option Scheme
became effective as at the date of listing of the Company on July 15, 2010 (the “Listing Date”). The purpose
of the Share Option Scheme is to enable the Company to grant options to eligible participants as incentives or
rewards for their contribution or potential contribution to the Group.

The Board may, at its absolute discretion, offer an option to eligible participant to subscribe for the shares at an
exercise price and subject to the other terms of the Share Option Scheme.

The total number of shares issued and to be issued upon the exercise of the options granted to or to be
granted to each eligible participant under the Share Option Scheme and any other schemes of the Company or
any of its subsidiaries (including exercised, cancelled and outstanding options) in any 12-month period shall not
exceed 1% of the Shares in issue.

The Share Option Scheme will remain in force for a period of 10 years from the Listing Date and ending on the
tenth anniversary of the Listing Date. Under the Share Option Scheme, each option has an exercise period not
exceeding 10 years from the date of grant.

As at the Listing Date, the total number of Shares which may be issued upon exercise of all options to be
granted under the Share Option Scheme and any other schemes of the Company (“Share Option Scheme
Limit"”) shall not in aggregate exceed 155,029,633 Shares of the Company, being 10% of the total number of
Shares in issue immediately prior to the date on which dealings in the Shares commenced on the Stock
Exchange.

On January 18, 2012, the Board resolved to grant share options under the Share Option Scheme to 191
grantees, which includes certain Directors, chief executive, substantial shareholders and employees of the
Company to subscribe for an aggregate of 155,000,000 Shares. For further details of the abovementioned grant
of share options, please refer to the announcement of the Company on January 18, 2012.

Following the grant of share options on January 18, 2012, the remaining mandate not utilized under the above
Share Option Scheme Limit is 29,633 Shares. On February 29, 2012, shareholders of the Company approved
the refreshment of the Share Option Scheme Limit for the purpose of future grants of share options to the
eligible participants under the Share Option Scheme. Under the refreshed Share Option Scheme Limit, the total
number of Shares which may be issued upon exercise of options which may be granted under the Share
Option Scheme and any other share option scheme(s) of the Company shall not exceed 10% of the total
number of Shares of the Company in issue at the date of passing the relevant resolutions on refreshment of
the Share Option Scheme Limit, i.e. 161,281,776 Shares. Options previously granted under the Share Option
Scheme (including those outstanding, cancelled, lapsed in accordance with the terms of the Share Option
Scheme or exercised options and those options granted on January 18, 2012) will not be counted for the
purpose of calculating the 10% refreshed Share Option Scheme Limit.
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Pre-IPO Share Incentive Scheme/Share Option Scheme (continued)
2.  Share Option Scheme (continued)
Movement of the options granted under the Share Option Scheme during the six months ended June 30, 2014

is as follows:
Lapsed or
Exercised cancelled
during the during the
Outstanding six months six months Outstanding  Exercise price
Vesting as at January ended June ended June as at per share
Grantee Grant date" start date Expiry date 1,2014 30,2014 30,2014  June 30, 2014 (HKS)
Mr. Jiang Hailin 18/01/2012 19 April 2012 Note (2) 77,203 - - 77,203 1.05
(Executive Director, 18/01/2012 19 July 2012 Note (2) 77,203 - - 77,203 1.05
Chief Executive Officer, 18/01/2012 19 October 2012 Note (2) 77,203 - - 77,203 1.05
Substantial Shareholder) 18/01/2012 19 January 2013 Note (2) 77,203 - - 77,203 1.05
18/01/2012 19 April 2013 Note (2) 154,592 - - 154,592 1.06
18/01/2012 19 July 2013 Note (2) 154,592 - - 154,592 1.06
18/01/2012 19 October 2013 Note (2) 154,592 - - 154,592 1.06
18/01/2012 19 January 2014 Note (2) 154,592 - - 154,592 1.06
18/01/2012 19 April 2014 Note (2) 231,981 - - 231,981 1.06
18/01/2012 19 July 2014 Note (2) 231,981 - - 231,981 1.06
18/01/2012 19 October 2014 Note (2) 231,981 - - 231,981 1.06
18/01/2012 19 January 2015 Note (2) 232,725 - - 232,725 1.06
Sub-total 1,855,848 - - 1,855,848
Mr. Pan Jianguo 18/01/2012 19 April 2012 Note (2) 173,707 - - 173,707 1.06
(Executive Director, 18/01/2012 19 July 2012 Note (2) 173,707 - - 173,707 1.05
Substantial Shareholder) 18/01/2012 19 October 2012 Note (2) 173,707 - - 173,707 1.05
18/01/2012 19 January 2013 Note (2) 173,707 - - 173,707 1.06
18/01/2012 19 April 2013 Note (2) 347,832 - - 347,832 1.05
18/01/2012 19 July 2013 Note (2) 347,832 - - 347,832 1.06
18/01/2012 19 October 2013 Note (2) 347,832 - - 347,832 1.06
18/01/2012 19 January 2014 Note (2) 347,832 - - 347,832 1.06
18/01/2012 19 April 2014 Note (2) 521,957 - - 521,957 1.06
18/01/2012 19 July 2014 Note (2) 521,957 - - 521,957 1.05
18/01/2012 19 October 2014 Note (2) 521,957 - - 521,957 1.05
18/01/2012 19 January 2015 Note (2) 523,632 - - 523,632 1.06
Sub-total 4,175,659 - - 4,175,659
Mr. Wang Jing 18/01/2012 19 April 2012 Note (2) 77,203 - - 77,203 1.06
(Executive Director, 18/01/2012 19 July 2012 Note (2) 77,203 - - 77,203 1.05
Substantial 18/01/2012 19 October 2012 Note (2) 77,203 - - 77,203 1.06
Shareholder) 18/01/2012 19 January 2013 Note (2) 77,203 - - 77,203 1.05
18/01/2012 19 April 2013 Note (2) 154,592 - - 154,592 1.05
18/01/2012 19 July 2013 Note (2) 154,592 - - 154,592 1.06
18/01/2012 19 October 2013 Note (2) 154,592 - - 154,592 1.06
18/01/2012 19 January 2014 Note (2) 154,592 - - 154,592 1.05
18/01/2012 19 April 2014 Note (2) 231,981 - - 231,981 1.06
18/01/2012 19 July 2014 Note (2)