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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 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 Heng Xin China Holdings Limited (the “Directors”) 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 Heng Xin China Holdings Limited. 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 consolidated results of the
Company and its subsidiaries (collectively referred to as the “Group”) for
the three months and six months ended 30 June 2014 together with the
comparative unaudited figures for the corresponding periods in 2013.

CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS

For the six months ended 30 June 2014
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Six months ended

30 June 30 June
BZA~H=1+H BEAHA=1+H
F={8A EREA
2014 2013 2014 2013
—Z-mF —T-=F —E-mF —T-=F
Notes HK$'000 HK$'000 HK$°000 HK$'000
BzE FHT FET FHxT FEL
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RISERZ) (REEEZ) (REBER) (REZ2EZ)
Revenue Wz 3 30,377 67,657 52,357 196,811
Cost of sales SHERA (21,036) (44,380) (36,407) (120,788)
Gross profit e 9,341 23,277 15,950 76,023
Other income =R N 3 235 14 566 1,115
Selling and marketing expenses  $4& K 5 HE R 52 (22) (2,526) (76) (5,160)
Other operating expenses Hie e &M (24,694) (16,286) (43,540) (32,770)
Finance costs BEKA 4 (2,864) (2,392) (5,974) (4,734)
Share of loss of an associate ~ 7h—fEE & A BIEE (152) = (247) =
(Loss)/profit before taxation BRBiAT (&518) %A 5 (18,156) 2,087 (33,321) 34,474
Taxation Fia (342) (6,945) (356) (12,613)
(Loss)/profit for the period Hitk (&518) /J&F (18,498) (4,858) (33,677) 21,861
(Loss)/profit attributable to: ~ SA T ATREML (B518) /&7 :
Owners of the Company ARREAA (17,995) (4,858) (32,511) 21,861
Non-controlling interests FEPRRG A R AE S (503) = (1,166) =
(18,498) (4,858) (33,677) 21,861
(Loss)/earnings per share Sk (&) /&F 7
(expressed in HK cent) (BABLFIME)
— basic -E X (0.52) (0.15) (0.95) 0.69
— diluted -#E - = - =
Dividends I8 8 - = - =
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CONDENSED CONSOLIDATED STATEMENT OF
OTHER COMPREHENSIVE INCOME

For the six months ended 30 June 2014
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Six months ended

30 June 30 June
BZEXA=TH BZEXRA=TH
IE={8A EREA
2014 2013 2014 2013
—E-mE —T—=%F —E-mE —T—=F
HK$’000 HK$'000 HK$'000 HK$'000
FEx FHT TR FAT
(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
(REERZ) (REER) (REEERZ) (REER)
(Loss)/profit for the Wik (E18) BA
period (18,498) (4,858) (33,677) 21,861
Other comprehensive Hitn 2 (58) B -
(loss)/income:
ltems that may be reclassified Ef&FIge S HEZE
subsequently to Ba&2IEE ¢
profit or loss:
Exchange differences on BEBINER
translating foreign R =R
operations (3,055) 19,148 (16,355) 29,319
TOTAL COMPREHENSIVE ~ HIAZE (F#8)
(LOSS)/INCOME FOR ON-t:]
THE PERIOD (21,553) 14,290 (50,032) 51,180
Total comprehensive (loss)/ IATALTEGEZE
income attributable to: (B518) WM ALLB%E
Owners of the Company KATHEA (21,050) 14,290 (48,866) 51,180
Non-controlling interests IR R A RS (503) = (1,166) =
(21,553) 14,290 (50,032) 51,180
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CONDENSED CONSOLIDATED STATEMENT OF AR4R & B IS AR R 2R

FINANCIAL POSITION

At 30 June 2014 RZZE—WFRA=+H
30 June 2014 31 December 2013
—E-mEF —T—=F
ANH=+8 +=ZA=+—8
Notes HK$'000 HK$'000
MIEE FHET FAT
(Unaudited) (Audited)
(REEX) (&&Ex)
Non-current assets FREBEE
Property, plant and equipment M - WE MR 9 100,633 94,144
Goodwill HE 267,061 267,061
Intangible assets B EE 7,448 14,642
Interest in an associate I /NI A s 40,665 40,992
Deposits for acquisition of WEEIERBEE RS
non-current assets 148,008 148,008
563,815 564,847
Current assets REEE
Inventories FE 254,329 257,859
Trade receivables FEUBR R 10 341,797 302,107
Prepayments, deposits and TENFIE - ek
other receivables H A& WRIA 439,036 484,536
Restricted bank deposits ABRFIRITER - 7,140
Cash and cash equivalents ReRREEEY 22,422 130,726
B \ 1,057,584 1,182,368
Assets classified as held for sale SEEBRBEHEZEE 171,678 171,678
1,229,262 1,354,046
Current liabilities RBas
Trade payables FERTERIK 11 266,357 265,901
Other payables and accruals Hib e FIE R ERTE R 101,062 200,954
Receipts in advance iﬁlﬂﬁlﬁﬁm 53,046 21,411
Obligations under finance leases ~ REEMHAE(E - 26
Notes payable EANESiA 150,000 150,000
Short term loans RHIE - 12,366
Tax payable FERITRIE 52,890 55,334
623,355 705,992
Net current assets REBEETFE 605,907 648,054
Total assets less HWEERRBEE
current liabilities 1,169,722 1,212,901
Non-current liabilities kRBEE
Receipts in advance TR AR K 69,620 76,098
69,620 76,098
Net assets EEFRE 1,100,102 1,136,803
Capital and reserves EXR#E
Share capital [N 12 34,586 34,086
Reserves ] 1,040,990 1,077,025
Equity attributable to PR AL B REs
Owners of the Company KAREB A 1,075,576 1,111,111
Non-controlling interests IR AT = 24,526 25,692
Total equity ERBE 1,100,102 1,136,803
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CONDENSED CONSOLIDATED STATEMENT OF RAsR e R EER

CHANGES IN EQUITY
For the six months ended 30 June 2014 BE-_ZT—WFA=+HINEA

Attributable to the owners of the Company

RRARE AL
Retained
Exchange Share profits/ Non-
Share Share Capital ~ fluctuation Other option  (accumulated controlling Total
capital premium reserve reserve reserve reserve losses) Sub-total interests equity
BRE REEH/ F2R

Bx  BBER  ERERE  EXGRE  EMES B (ZHER) N BREE  REAE
HKSO00  HKS'000  HKS000  HKS000  HKSO0D  HKSOO0  HKSOOO  HKS00  HKS000  HK$'000

TETL TEL TERL TEL TEL TEL TEL TEL TEL THL

Balance at 1 January 2013 RIZ-Z£
(audited) —A-BZiH
(L2%) 31,086 1,394,441 2325 66,821 (79,992) 1322 613,901 2,039,904 - 2,039,904
Issue of new shares BTG 1,000 24,000 - - - - - 25,000 - 25,000
Share issue expenses EiRiRR = 28 = = = = = (29) = (29)
Recognition of BRI A
share-based payments ERA3 - = - = - 1399 - 1399 - 139
Transfer to retained profits REREERE
upon expiry of BAREER
share options - - - - - (10,330) 10,330 - = =
Disposal of subsidiaries HEHBAR = = = (29,034) = = = (29,034) = (29,034)
Total comprehensive HE-T-=F
income for the six months ~A=TH
ended 30 June 2013 t~fERZ
FENAER - - - 29319 - - 21,861 51,180 - 51,180
Balance at RZ8-Z%
30 June 2013 (unaudited) RA=TAZER
(REEH) 32,086 1418413 2325 67,106 (79,992) 2,391 646,092 2,088,421 - 2,088,421

Balance at 1 January 2014 RZZ-ME

(audited) —fA-BZfH
(Z27) 34,086 1,466,350 2325 100,274 (79,992) 3,3% (415,328) 1,1 25,692 1,136,803
Recognition of BRI A
share-based payments ERA = = - - - 831 - 831 - 831
Issue of new shares BHkh 500 12,000 = = = = = 12,500 = 12,500
Total comprehensive HE-T-MF
loss for the six months ABZTH
ended 30 June 2014 t~fERZ
2TEELE - - - 163%) - SRS dese (16 (5003
Balance at RZE-RmE

30 June 2014 (unaudited) AAZTRZES
(REEH) 34,586 1,478,350 2,325 83919 (79,992) 4,221 (447,839 1,075,576 24,526 1,100,102




CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

For the six months ended 30 June 2014
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Six months ended
30 June
BEXA=1THILAREA

2014 2013
—ET-mF —T=F
HK$'000 HK$"000
FERT FHT
(Unaudited) (Unaudited)
(RGEZX) (REEEZ)

Net cash used in operating K EENFT IR F

activities (120,553) (445,961)
Net cash from investing KEEBASIRSIFE

activities 271 412,012
Net cash from financing B EEEFTIS IR FEE

activities 12,471 27,367
Net decrease in cash RekBELEEM2

and cash equivalents A ERR (107,811) (6,582)
Cash and cash equivalents at RE 2 R e MRS EEY

beginning of the period 130,726 60,947
Effect of foreign exchange ERBH 8

rate changes (493) (8,768)
Cash and cash equivalents at REAR R &

end of the period NI EEY 22,422 45,597
Analysis of balances of cash ReRBEEEBMEHRIIT

and cash equivalents
Cash at bank and in hand WRITERMIRS 22,422 45,597
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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 2014 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 2013. These unaudited consolidated financial
statements should be read in conjunction with the Company’s annual report
for the year ended 31 December 2013. Those new accounting standards,
amendments to accounting standards and interpretations which are
mandatory for financial year ending 31 December 2014 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.
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3. REVENUE AND SEGMENT INFORMATION 3. kaEksHER

BE-Z-—NMFRA=+HIE=MERRKER
ZWE D SRR T

Revenue recognised by category during the three and six months ended 30
June 2014 are as follows:

Three months ended Six months ended

30 June 30 June
BZEANA=1H BZEXA=1+H
WE=MEA 1IEREA
2014 2013 2014 2013
—EF-mF —T-=F ZB-NF —T-—=F
HK$'000 HK$'000 HK$'000 HK$'000
FER FAT FHET FAT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEZR) (REEEZ) (REEZR) (REEEZ)
Revenue i
Digital cable television BRBTERER
business 19,028 32,921 38,015 90,032
Wireless digital television EEYTEREE
value-added services AR 2,955 22,175 5,935 33,134
Encrypted integrated Nz A
circuits 8,394 4,199 8,394 11,897
Wireless digital audio ERHTEENA
integrated circuits - 8,061 13 15,189
Wireless digital terrestrial HEEGHTER
television network BEEBEEX
equipment integration - 301 - 46,559
30,377 67,657 52,357 196,811
Other income Heg A
Bank interest income HRITFLEHA 23 14 28 87
Gain on disposal of HEME - BE
property, plant and NS W
equipment - - 283 -
Sundry income FIEUA 212 = 255 1,028
235 14 566 1,115
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3. REVENUE AND SEGMENT INFORMATION (Continued)

The segment results for the six months ended 30 June 2014 are as follows:

Revenue
Segment revenue from
external customers

Segment results
Unallocated income
Unallocated expenses

Share of loss of an associate

Finance costs

Loss before taxation
Taxation

Loss for the six months
ended 30 June 2014

Wireless
digital
Digital cable  television
television value-added
business services
BRET BEHTFER
BIRER ERRS
HK$'000 HK$’000
FET FET
(Unaudited) (Unaudited)
(REEX) (CRRER)
Wz
REIRER 2
7 EpUE 38,015 5,935
DEELE 32,767 (32,340)
RATEIA
RORHAZ
PE—FH
iAo /NG] )|
A& R A
KRB0 5 18
TIE
BE-_Z—F
~A=+H
WERMER 2 B8

The segment results for the six months ended 30 June 2013 are as follows:

Revenue
Segment revenue from
external customers

Segment results
Unallocated income
Unallocated expenses
Finance costs

Profit before taxation
Taxation

Profit for the six months
ended 30 June 2013

Wireless
digital
Digital cable television
television  value-added
business services
BRET ERHTER
EREB EERYE
HK$'000 HK$'000
FET FHT
(Unaudited)  (Unaudited)
(CRieEz)  (REER)
Wz
REINREP 2
7 Eb U A 90,032 33,134
DERELE 70,902 (16,785)
RATIA
RAOMALZ
A& R A
RRBE AT =T
Gz
BE-—Z—=F
~A=+H

1758 A Z 3R

3. KRERkHMEHE)

BHE_T-—MFEA=THIERNERZHEZE

BT
Wireless
digital
terrestrial
Wireless  television
Encrypted digital audio network
integrated integrated equipment
circuits circuits  integration Total
3 T R AR
REMT HFER
s E BRSH RRREER st
HK$'000 HK$'000 HK$'000 HK$'000
FHERT THET FHERT FTHET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RRER) (REER) CRRER) (REER)
8,394 13 - 52,357
(5.449) (3.531) (344) (8.897)
566
(18,769)
(247)
(5,974)
(33,321)
(356)
(33,677)
HEZT—=F"A=1+HLAERZHEE
LU
Wireless
digital
terrestrial
Wireless television
Encrypted digital audio network
integrated integrated  equipment
circuits circuits  integration Total
B RAR
EEET  BEER
Nz s FHE A AR EREEK 5t
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
CRigER)  (REER)  (REER)  CREER)
11,897 15,189 46,559 196,811
(1,675) 1,133 957 54,532
1
(15,325)
(4,734)
34,474
(12,613)
21,861
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2014 FHHEIRE
FINANCE COSTS 4, BERA
Three months ended Six months ended
30 June 30 June
BEXA=t+H BEAXA=1+H
IE=EA 1EREAR
2014 2013 2014 2013
—E-mE —T--F ZB-WFE T =F
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FAET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEX) (REEZ) (REER) (RigFEZ)
Interest element of RVERLOZFE
finance leases - 3 - 8
Interest on bank and BITREMERZFE
other loans 29 145 271 263
Interest on redeemable AR 2 F&
notes 2,835 2,244 5,703 4,463
2,864 2,392 5,974 4,734
(LOSS)/PROFIT BEFORE TAXATION 5. BRBLAT(ER),RF
(Loss)/profit for the period has been arrived at after charging/(crediting): B (E18) s R bk, (%) T5IEE
&8 -
Three months ended Six months ended
30 June 30 June
BZz~A=1+H B=EZ~<A=1H
IE=EA 1EREAR
2014 2013 2014 2013
—F-mE —F-=F ZF-mF —T-=F
HK$’000 HK$'000 HK$'000 HK$'000
FHET FHT FHET FAT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEZR) (REEHEZ) (REEZR) (REEHEZ)
Cost of inventories WERRAZZ
recognised as expense FEKAR - 44,002 - 120,410
Depreciation e 4,875 1,164 9,816 2,210
Exchange loss i H &8 - 8 - 8
Net loss/(gain) on disposal of HE—FERBARZ
a subsidiary Bia, (kas) F58 - 6 - (897)
Research and 7 R B
development costs 5,964 260 9,797 519
Staff costs (including B ITRA
Directors’ emoluments) (BIEESMH2)
— salaries and allowances - e KoL 3,802 5,345 8,139 11,059
— retirement benefits — RIRREFET B R
scheme contributions 354 263 741 937
— Share based payment — DARR 9 A RE
expenses - - - 241
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TAXATION 6. BiIE
Three months ended Six months ended
30 June 30 June
BZX<HA=1+H BZA<A=1+H
IL=1@8 IEXMEA
2014 2013 2014 2013
—E-mE —T=F ZE-NF —T—=F
HK$'000 HK$'000 HK$'000 HK$'000
FHT FAT FET FAT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RIBER) (REgEZ) CREBE®R)  CREHEZR)
Current tax: BNEAFRIR :
- Hong Kong - BB - = - =
— PRC Enterprise - PEIEFTISH
Income Tax 342 6,805 356 12,473
Over provision in prior year: BT FEERERE
— PRC Enterprise - PEIMEMSH
Income Tax - 140 - 140
342 6,945 356 12,613

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable
profit for both periods. PRC Enterprise Income Tax is calculated at 25% of
the estimated assessable profit for both periods. Pursuant to the relevant
laws and regulations in the PRC, some of the Company’s PRC subsidiaries
are entitled to exemption from PRC income tax for the two years
commencing from the first profit-making year of operation and thereafter,
those subsidiaries will be entitled to a 50% relief from PRC income tax for
the following three years.

(LOSS)/EARNINGS PER SHARE

(a)

(b)

Basic

Basic loss per share for the three months ended 30 June 2014 is
calculated by dividing the consolidated loss attributable to the
owners of the Company for the three months ended 30 June 2014
of HK$17,995,000 (2013: HK$4,858,000) by the weighted average
number of 3,433,864,000 (2013: 3,185,257,000) ordinary shares in
issue during the period.

Basic (loss)/earnings per share for the six months ended 30 June
2014 is calculated by dividing the consolidated loss attributable to
the owners of the Company for the six months ended 30 June 2014
of HK$32,511,000 (2013: profit HK$21,861,000) by the weighted
average number of 3,421,297,000 (2013: 3,154,988,000) ordinary
shares in issue during the period.

Diluted

No diluted earnings per share has been presented for the three
months and six months ended 30 June 2014 and 2013 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.
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2014 FHEARE
INTERIM DIVIDEND 8.  HHRE
The Board does not declare the payment of an interim dividend for the six BEEETERBE-Z—NFAA=THIES
months ended 30 June 2014 (2013: Nil). BAZHBERE(ZE—=F : &) -
PROPERTY, PLANT AND EQUIPMENT 9. ME - BMELRE
During six months ended 30 June 2014, addition of property, plant and HE-Z-—NOFSA=+HIEAREAR K&
equipment of the Group amounted to approximately HK$16,779,000 (six B BERZRE2ANE B 16,779,000
months ended 30 June 2013: HK$8,407,000). BT(BEZZT—=FA=1TRH1E~MEA:
8,407,000 L) ©
TRADE RECEIVABLES 10.  FEURBRFK
30 June 31 December
2014 2013
—E-lmEF —E—=%F
~A=1+H +=—A=+—~”
HK$’'000 HK$'000
FHET FAT
(Unaudited) (Audited)
(REEEZX) (55 %)
Trade receivables FEMBRRR 443,608 403,918
Less: allowance for doubtful debts J& : FRERE (101,811) (101,811)
341,797 302,107

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

BB ARORE 2 FEURAR R (FIRR RER B A 12)
FREEAMTAOT -

30 June 31 December

2014 2013

—F-mE —T=F

~A=t+H +TZA=+—H

HK$'000 HK$'000

FHET FHET

(Unaudited) (Audited)

(RBER) (&&=%)

Within 30 days =+HR - -
31-90 days =+—FAh+H - _
91 - 180 days h+—Z—8NA+H - 24,390
Over 180 days —BNATHHNRE 265,848 240,422
265,848 264,812

The Group generally allows credit periods ranging from 30 days to 180 days
to its trade customers.

Receivables that were past due but not impaired relate to a number of
independent customers that have a good track record maintained with the
Group. Based on past experience, the directors of the Company are of the
opinion that no provision for impairment is necessary in respect of these
balances as there has not been a significant change in credit quality and the
balances are still considered fully recoverable. The Group does not hold any
collateral or other credit enhancements over these balances.

REBRTEESEP2EEHN—RR=TH
E—BNAtH-
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TRADE PAYABLES

The ageing analysis of the trade payables is as follow:

1. FEfTERF

FERBRFRZ BRER DTN T

30 June 31 December
2014 2013
—B-mF —T—=F
~A=+A t=A=t+-8
HK$'000 HK$'000
FHET FET
(Unaudited) (Audited)
(REEK) (e Ei%)
Within 30 days =t+BNIRA - 227,207
31 - 60 days =t+—=xt8 1,245 94
61 - 90 days ~t—=h+A 2,581 2,698
91 - 180 days h+—Z=Z—BN+H 104 35,902
Over 180 days —B/AtTBMUE 262,427 -
266,357 265,901
SHARE CAPITAL 12. KR
30 June 2014 31 December 2013
—E-MEXA=TH —E-=F+=-H=1+—H
Number Number
of shares of shares
ik e IRmHEE
‘000 HK$'000 ‘000 HK$'000
TR FERT T FAT
(Unaudited) (Audited)
(REEEZ) (F&EZ)
Authorised: ERE -
Ordinary shares of SRAEC.01ET
HK$0.01 each 2 EB 10,000,000 100,000 10,000,000 100,000
Issued and fully paid: ERTRHBRE
At beginning of year/period A% Hi¥] 3,408,590 34,086 3,108,590 31,086
Issue of shares upon AR EIAM
subscription (Note) BT 2 (B ) 50,000 500 300,000 3,000
At end of year/period RE,HIR 3,458,590 34,586 3,408,590 34,086
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SHARE CAPITAL (Continued)
Note:

On 7 May 2014, the Company entered into a conditional subscription
agreement with Mr. Zhao Yong (£ 2) as the subscriber, pursuant to which
the subscriber conditionally agreed to subscribe for and the Company
conditionally agreed to allot and issue a total of 50,000,000 new shares
of HK$0.01 each of the Company with aggregate nominal value of
HK$0.5 million at a price of HK$0.25 per subscription share, representing
a premium of approximately 113.7% to the closing price of HK$0.117 per
share of the Company as quoted on the Stock Exchange on 7 May 2014.
The net price to the Company of each subscription share is approximately
HK$0.25. The proceeds was intended to be used for the general working
capital of the Group. The reasons for carrying out the subscription was
to present an opportunity for the Company to strengthen the financial
position (in particular the working capital and cash flow position) of
the Group. The subscription was completed on 15 May 2014. The net
proceeds amounted to approximately HK$12.5 million was fully utilised
as general working capital of the Group as to approximately 40% for
loan repayment, approximately 21% for operating expenses in China,
approximately 20% for staff cost, approximately 12% for finance cost
and the remaining was for other operating expenses. Relevant disclosure
was made in the announcements of the Company dated 7 May 2014 and
15 May 2014.

On 26 March 2013, the Company entered into a conditional subscription
agreement with each of Easy Team Investment Limited, a company
incorporated in Hong Kong, and Mr. Tian Wei (FH{&) as subscribers,
pursuant to which the subscribers conditionally agreed to subscribe for and
the Company conditionally agreed to allot and issue a total of 100,000,000
new shares of HK$0.01 each of the Company with an aggregate nominal
value of HK$1,000,000 at a price of HK$0.25 per subscription share,
representing a discount of approximately 2.0% to the closing price of
HK$0.255 per share of the Company as quoted on the Stock Exchange on
26 March 2013. The net price to the Company of each subscription share
is approximately HK$0.25. The proceeds was intended to be used for the
general working capital of the Group. The reasons for carrying out the
subscriptions were to strengthen the financial position (in particular the
working capital and cash flow position) of the Group, enable the Group
to enhance its capital base with a view to create more buffer to mitigate
the business and financial risk and enhance the financial flexibility of the
Group, and improve the cash reserve for the on-going development of
the Group. The subscription was completed on 8 April 2013. The net
proceeds amounted to approximately HK$24.9 million was fully utilised
as general working capital of the Group as to approximately 26% for
purchase of software, approximately 26% for purchase cost for trading
goods, approximately 18% for staff cost, approximately 13% for China
operating expenses, approximately 6% for finance cost, and the remaining
was for other operating expenses. Relevant disclosure was made in the
announcements of the Company dated 26 March 2013, 8 April 2013 and 5
August 2014 and the 2013 Annual Report.

On 10 September 2013, the Company entered into a conditional
subscription agreement with Mr. Yang Kui (#5%?}) as subscriber, pursuant to
which the subscriber conditionally agreed to subscribe for and the Company
conditionally agreed to allot and issue a total of 200,000,000 new shares
of HK$0.01 each of the Company with an aggregate nominal value of
HK$2,000,000 at a price of HK$0.25 per subscription share, representing
a premium of approximately 18.5% to the closing price of HK$0.211 per
share as quoted on the Stock Exchange on 10 September 2013. The net
price to the Company of subscription share is approximately HK$0.25. The
proceeds was intended to be used for the general working capital of the
Group. The reasons for carrying out the subscription were to strengthen the
financial position (in particular the working capital and cash flow position)
of the Group and improve the cash reserve for the on-going development
of the Group. The subscription was completed on 17 September 2013. The
net proceeds amounted to approximately HK$50 million was fully utilised
as general working capital of the Group as to approximately 16% for loan
repayment, approximately 10% for staff cost, approximately 9% for finance
cost, approximately 5% for other operating expenses, and the remaining
approximately 60% proceeds were placed with Bank and reserved for
future project cost. Relevant disclosure was made in the announcements of
the Company dated 10 September 2013, 17 September 2013 and 5 August
2014 and the 2013 Annual Report.
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For the six months ended 30 June 2014, the Group recorded a
consolidated revenue of approximately HK$52.4 million, representing
a decrease of approximately 73.3% when compared to approximately
HK$196.8 million for the corresponding period in the last year. Revenue
for the three months ended 30 June 2014 amounted to approximately
HK$30.4 million, representing a decrease of approximately 55.1% when
compared to HK$67.7 million of the preceding quarter.

Gross profit margin of the Group for the period was approximately
30.5%, representing a decrease by 8.1% from approximately 38.6% of
the corresponding period of last year.

Other income amounted to approximately HK$0.6 million, compared to
approximately HK$1.1 million for the corresponding period in the last
year. For the six months ended 30 June 2014, other income mainly arised
from the gain on disposal of fixed assets.

Other operating expenses amounted to approximately HK$43.5 million
for the six months ended 30 June 2014, representing an increase of
32.9% when compared to HK$32.8 million for the six months ended
30 June 2013. The increase was principally due to higher depreciation
expense arising from significant construction of transmission and network
equipment completed during 2013 and there was increase in research
and development cost.

Finance costs amounted to approximately HK$6 million, of which
approximately HK$5.7 million represents effective interest expenses on
straight bonds.

The loss attributable to the owners of the Company amounted to
approximately HK$32.5 million for the six months ended 30 June 2014
while the profit attributable to the owners of the Company amounted
to approximately HK$21.9 million in the corresponding period in the
previous financial year.

Basic loss per share for the six months ended 30 June 2014 was
approximately HK0.95 cent, while basic earnings per share was
approximately HKO.69 cent for the corresponding period of the last year.

On 26 March 2013, the Company entered into a conditional subscription
agreement with each of Easy Team Investment Limited, a company
incorporated in Hong Kong, and Mr. Tian Wei (H{&) as subscribers,
pursuant to which the subscribers conditionally agreed to subscribe
for and the Company conditionally agreed to allot and issue a total of
100,000,000 new shares of HK$0.01 each of the Company with an
aggregate nominal value of HK$1,000,000 at a price of HK$0.25 per
subscription share, representing a discount of approximately 2.0% to
the closing price of HK$0.255 per share of the Company as quoted on
the Stock Exchange on 26 March 2013. The net price to the Company
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of each subscription share is approximately HK$0.25. The proceeds was
intended to be used for the general working capital of the Group. The
reasons for carrying out the subscriptions were to strengthen the financial
position (in particular the working capital and cash flow position) of the
Group, enable the Group to enhance its capital base with a view to create
more buffer to mitigate the business and financial risk and enhance the
financial flexibility of the Group, and improve the cash reserve for the
on-going development of the Group. The subscription was completed
on 8 April 2013. The net proceeds amounted to approximately HK$24.9
million was fully utilised as general working capital of the Group as
to approximately 26% for purchase of software, approximately 26%
for purchase cost for trading goods, approximately 18% for staff cost,
approximately 13% for China operating expenses, approximately 6%
for finance cost, and the remaining was for other operating expenses.
Relevant disclosure was made in the announcements of the Company
dated 26 March 2013, 8 April 2013 and 5 August 2014 and the 2013
Annual Report.

On 10 September 2013, the Company entered into a conditional
subscription agreement with Mr. Yang Kui (15%) as subscriber, pursuant
to which the subscriber conditionally agreed to subscribe for and the
Company conditionally agreed to allot and issue a total of 200,000,000
new shares of HK$0.01 each of the Company with an aggregate
nominal value of HK$2,000,000 at a price of HK$0.25 per subscription
share, representing a premium of approximately 18.5% to the closing
price of HK$0.211 per share as quoted on the Stock Exchange on 10
September 2013. The net price to the Company of subscription share is
approximately HK$0.25. The proceeds was intended to be used for the
general working capital of the Group. The reasons for carrying out the
subscription were to strengthen the financial position (in particular the
working capital and cash flow position) of the Group and improve the
cash reserve for the on-going development of the Group. The subscription
was completed on 17 September 2013. The net proceeds amounted to
approximately HK$50 million was fully utilised as general working capital
of the Group as to approximately 16% for loan repayment, approximately
10% for staff cost, approximately 9% for finance cost, approximately
5% for other operating expenses, and the remaining approximately 60%
proceeds were placed with Bank and reserved for future project cost.
Relevant disclosure was made in the announcements of the Company
dated 10 September 2013, 17 September 2013 and 5 August 2014 and
the 2013 Annual Report.

On 7 May 2014, the Company entered into a conditional subscription
agreement with Mr. Zhao Yong (#28) as the subscriber, pursuant to
which the subscriber conditionally agreed to subscribe for and the
Company conditionally agreed to allot and issue a total of 50,000,000
new shares of HK$0.01 each of the Company with aggregate nominal
value of HK$0.5 million at a price of HK$0.25 per subscription share,
representing a premium of approximately 113.7% to the closing price of
HK$0.117 per share of the Company as quoted on the Stock Exchange
on 7 May 2014. The subscription was completed on 15 May 2014. The
net price to the Company of each subscription share is approximately
HK$0.25. The proceeds was intended to be used for the general working
capital of the Group. The reasons for carrying out the subscription was
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to present an opportunity for the Company to strengthen the financial
position (in particular the working capital and cash flow position) of
the Group. The net proceeds amounted to approximately HK$12.5
million was fully utilised as general working capital of the Group
as to approximately 40% for loan repayment, approximately 21%
for operating expenses in China, approximately 20% for staff cost,
approximately 12% for finance cost and the remaining was for other
operating expenses. Relevant disclosure was made in the announcements
of the Company dated 7 May 2014 and 15 May 2014.

Affected by the overall weak domestic economy, the results of the
business of the Group in the second quarter dropped.

During the period under review, the Group continued to progress
with the business development and implementation in the digital
cable TV operational and value-added business. Revenue for the six
months ended 30 June 2014 amounted to approximately HK$38.0
million (2013: HK$90.0 million) or 73% (2013: 46%) of the total
revenue.

Revenue for the six months ended 30 June 2014 amounted to
approximately HK$5.9 million (2013: HK$33.1 million) or 10%
(2013: 17%) of the total revenue.

The segment recorded loss of approximately HK$32.3 million (2013:
HK$16.8 million) for the six months ended 30 June 2014 was
mainly due to the profit guarantee paid to the contracted party.

The Group has expanded distribution channel for encrypted
integrated circuits. The revenue for the six months ended 30 June
2014 generated from the encrypted integrated circuits and the
derived integrated business amounted to approximately HK$8.4
million (2013: HK$11.9 million) representing approximately 16%
(2013: 6%) of the total revenue.

The revenue from software sales and technical solution provision
of this segment was adversely affected due to less market demand
and development cycles issues.

The revenue for the six months ended 30 June 2014 generated
from the wireless digital audio products business and the related
technical services amounted to approximately HK$13,000 (2013:
HK$15.2 million) or approximately 0.02% (2013: 8%) of the total
revenue. During the period, the demand from both domestic and
overseas markets was getting worse.

No revenue for the six months ended 30 June 2014 was generated
from wireless digital terrestrial TV network equipment integration
business as a result of the disposal of Magic Golden Limited and its
subsidiaries in January 2013.
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Approximately HK$46.5 million or around 23% of the total revenue of
the Group in the six months ended 30 June 2013 was derived from the
trading of the wireless digital terrestrial television related products.

In the past year, the Group had invested its resources in the acquisition
of new business and was prepared to enter into new business segments.
In the foreseeable future, the Group will continue to consolidate and
better serve its contracted broadcasting television subscribers, and build
a foundation for achieving the overall objectives of development of the
Group. Moreover, the Group will expand the market share of existing
products to optimize the profit and explore new business to establish
new profit drivers and enhance the shareholders’ value of the Company.

As at 30 June 2014, the cash and bank balances of the Group amounted
to approximately HK$22.4 million (31 December 2013: HK$130.7
million).

During the six months ended 30 June 2014, the Group has net cash
outflow from its operating activities of approximately HK$120.6 million,
and cash inflow from its investing activities and financing activities of
approximately HK$0.3 million and HK$12.5 million respectively.

As at 30 June 2014, the gearing ratio of the Group, calculated as
total borrowings over shareholders’ funds, was approximately 0.09
(31 December 2013: 0.06).

During the six months ended 30 June 2014, the majority of the Group’s
income and expenses were denominated in Renminbi and Hong Kong
dollars. Up to 30 June 2014, 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 for the six months
ended 30 June 2014. 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.

As at 30 June 2014, No bank deposits (31 December 2013:
HK$7,140,000) have been pledged to banks for short term loans
(31 December 2013: HK$12,366,000) granted to subsidiaries of the
Company. (The Company has also provided guarantee to the extent of
HK$4,000,000 at 31 December 2013).
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As at 30 June 2014, the Group had no significant contingent liabilities
(31 December 2013: Nil).

On 7 May 2014, the Company entered into a conditional subscription
agreement with Mr. Zhao Yong (#8) as the subscriber, pursuant to
which the subscriber conditionally agreed to subscribe for and the
Company conditionally agreed to allot and issue a total of 50,000,000
new shares of HK$0.01 each of the Company (the “Subscription”) with
aggregate nominal value of HK$12.5 million at a price of HK$0.25 per
subscription share, representing a premium of approximately 113.7%
to the closing price of HK$0.117 per share of the Company as quoted
on the Stock Exchange on 7 May 2014. The reasons for carrying out
the Subscription was to present an opportunity for the Company to
strengthen the financial position (in particular the working capital
and cash flow position) of the Group. The Subscription would also
improve the cash reserve for the on-going development of the Group.
In accordance with the terms and conditions of such subscription
agreement, the Company allotted and issued a total of 50,000,000 shares
of the Company to the subscriber on 15 May 2014 under the general
mandate approved in the annual general meeting of the Company
held on 21 June 2013. The net proceeds amounted to approximately
HK$12.5 million (equivalent to a net price of approximately HK$0.25
per subscription share) intended to be used for general working capital
of the Group. For further details of the Subscription, please refer to the
announcements of the Company dated 7 May 2014 and 15 May 2014.

During the six months ended 30 June 2014, an aggregate of 50,000,000
new shares were issued by the Company.

HEIIFZRRREB AR AT (Shenzhen Champion Maxiumic Group Co.,
Limited) (“Shenzhen Champion”), an indirect wholly-owned subsidiary
of the Company, as vendor (the “Vendor”) and A1t EEREIREH
fRxA] (Hebei Guangdian Network Investment Limited) as purchaser
(the "Purchaser”) 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 the
Vendor and JAdLEEEERBEBMHER A (Hebei Television
Broadcasts and Information Network Group Co., Ltd) (“Hebei TV")
together with the subsequent subsidiary contracts made between the
Vendor and the Purchaser (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 and the completion of which
has not yet taken place as at the date of this report. Details of the
Termination Agreement were set out in the circular of the Company
dated 21 February 2014.
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On 17 January 2014, the Company entered into a letter of intent with
an independent third party pursuant to which the Company intended to
acquire the entire equity interest of |LFEEIEERTEHEBR AR (Shanxi
Jingzuo Bima Technology Limited*) (the “Target Company”), a company
incorporated in the People’s Republic of China (the “PRC") and principally
engaged in research and development on the application technologies
and genetic engineering of castor seeds, manufacturing and selling of
castor seed, castor oil and other related products such as biodiesel, Nylon
11 plastics, lubricants and so on (the “Possible Acquisition”). As at the
date of this report, the Company has been conducting due diligence
exercise on the Target Company and its business and affairs and no
formal agreement in relation to the Possible Acquisition has been entered
into.

Save as disclosed above, the Group had no material acquisition or
disposal and significant investments during the six months ended 30 June
2014.

As at 30 June 2014, the Group employed a total of 54 (31 December
2013: 124) full-time employees. The Group’s remuneration policy
remained the same as detailed in the Annual Report for the year ended
31 December 2013.

On 15 July 2014, FY|F2EGEEHFRAE (Shenzhen Champion
Maxiumic Group Co., Limited) an indirect wholly-owned subsidiary of the
Company, as purchaser, and 1t RZER EJREHEF R A F] (Beijing Huashi
Xinyuan Technology Limited) (“Beijing Huashi”), as vendor, entered
into the share purchase agreement, pursuant to which Beijing Huashi
agreed to transfer 100% equity interests in the 1t 525 R ER KT AR
2 A] (Beijing Yaao Boshi Technology Limited) to Shenzhen Champion
as purchaser at a consideration of RMB80,000,000 (equivalent to
approximately HK$100,000,000).

As at the date of this report, the completion of which has not yet taken
place. Details of the share acquisition were set out in the announcement
of the Company dated 15 July 2014.
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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 2014, 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 Rules 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:
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Approximate

percentage

of interests

Long position/ Number of in the issued

Name Capacity short position shares share capital

e BITRARE

#18 514 HE KB BEE wZBHNE DL

Mr. Xiao Yan Beneficial owner Long position 2,273,334 0.07%
HESE EnEAA e

Mr. Qiu Bin Beneficial owner Long position 2,408,000 0.07%
RS E EnEEA IS~

Save as disclosed above, none of the Directors and chief executives of the B EXPFIHEEN R —NF A= +

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 2014, and at no time during the six months ended 30 June 2014
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 corporation.
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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 2014, 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:

Number or attributable
number of shares

Name of shareholder or underlying shares held

Type of interests
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Approximate
percentage
of interests

BEZRAR
HERGEA DR R
RREHE ELEA =R HEPH
Choi Chung Lam 623,542,451 Interest in controlled 18.03%
("Mr. Choi”) (Note) corporation
BAM([EEAE]) () YD EE R
Team Effort 623,542,451 Beneficial owner 18.03%
Investments Limited
("Team Effort”) (Note)
Team Effort EmEA A
Investments Limited
([Team Effort]) (Ft3E)
Yang Kui 200,000,000 Beneficial owner 5.78%
5% EnEEA
Note: Mr. Choi is the legal and beneficial owner of the entire issued share capital ~ FIFE : 255 4 & Team Effort 2R BT/ A Z EE

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.

Save as disclosed above, as at 30 June 2014, 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 of the Company 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.

BB A - Bt - BEEWIE BB B Team
Effort IRZNQ A2 BRAE # 623,542,451 iR A%
D2 iz o

BREXFAEEEN R-F—EOENA=1
B EFEHMAMEBEAAL(LIFARRES
HEBITHAR) RARF 2B in 8RR
A SR BT E RIEE T M B 5515 XV &
%2 R F 3D EZ G B RARBRERIEAR
ARBESMEGRIIEIBIHFETHFEERL
MATRESR Z TR R



Heng Xin China Holdings Limited
Interim Report 2014

EMPLOYEE SHARE OPTION SCHEME

Under the share option scheme of the Company adopted on 13 March
2003 (the “2003 Scheme”), the board of Directors (the “Board”) may,
at its discretion, grant options to the Directors and eligible participants
(as defined in the 2003 Scheme) pursuant to the 2003 Scheme to enable
them to subscribe for shares of the Company as incentives or rewards for
their contribution to the Group.

Pursuant to an ordinary resolution passed at the annual general meeting
of the Company held on 30 December 2011, a new share option scheme
(the “2011 Scheme”) was adopted by the Company. A total of 3,000,000
share options have been granted under 2011 Scheme since its adoption.

The 2003 Scheme expired on 12 March 2013, while the 2011 Scheme
will remain in force before 29 December 2021.

The following table disclosed movements in the Company’s share options
granted under 2011 Scheme during the six months ended 30 June 2014:

8 Tt 2
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=
Number of Shares (Note)
RAEE (HaE)
Granted Exercised Cancelled Lapsed Exercise
As of during during during during Asof Date of Exercise price per
Participants 1 January 2014 the period the period the period the period 30 June 2014  grant period Share HK$
S 8z
—E-|mE —E-ImF BRITEE
8% —A-B REARE RERTE REREHE ABRER KSASTHE REAE 765 BT
Other 3,000,000 - - - - 3,000,000  29/02/2012  01/03/2013- 0.84
participants 29/02/2016
Hin2mE
Total 3,000,000 - - - - 3,000,000
@t
Note: Number of shares in the Company over which options granted under the — Mt : IRIE - T ——F 5t SR M Al T17{(E 2 FEARE

2011 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 consolidated results of
the Group for the six months ended 30 June 2014.

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, A.6.7 and E.1.2 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 2014.

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 (“CEQ"), 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 A.6.7 of the CG Code provides that independent non-
executive directors and other non-executive directors shall attend
general meetings and develop a balanced understanding of the views
of shareholders. Code provision E.1.2 of the CG Code requires that the
chairman of the board should attend the annual general meeting. He
should also invite the chairmen of the audit, remuneration, nomination
and any other committees (as appropriate) to attend the annual general
meeting.

Due to their temporary business activities and unexpected engagement,
Mr. Xu Lei, a non-executive Director, and Mr. Hu Dingdong, an
independent non-executive Director, were unable to attend the special
general meeting held on 10 March 2014 and the annual general meeting
held on 8 May 2014 (“2014 AGM") which did not comply with the code
provision A.6.7.

Due to his temporoary activities and unexpected engagement,
Mr. Leung Wo Ping JP, an independent non-executive Director and the
chairman of each of the Audit Committee, nomination committee and
remuneration committee of the Company, was unable to attend the
2014 AGM, which did not comply with code provisions A.6.7 and E.1.2.

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 2014. 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 2014.

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 2014.

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

Hong Kong, 14 August 2014

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