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CHINA HONGCHENG HOLDINGS LIMITED # EZ#ZRH R A 7

(Incorporated in Bermuda on 25 January 2007)
(Co. Reg. No: 39504)

FIRST QUARTER FINANCIAL STATEMENT ANNOUNCEMENT FOR THE THREE MONTHS
ENDED 30 SEPTEMBER 2014

BIZE 2014 £ 9 A 30 HEAMAKE—FRMFHREAS

PART | - INFORMATION REQUIRED FOR ANNOUNCEMENTS OF QUARTERLY (Q1, Q2 & Q3),
HALF-YEAR AND FULL YEAR RESULTS

B FE (QL Q2 Q3) |, FEMEEWFHAEHMTHR A

1(a) An income statement (for the group) together with a comparative statement for the
corresponding period of the immediately preceding financial year.

(RHED FBAIRFRE R _E— B R R R

Group Statement of Comprehensive Income for the three months ended 30 September 2014.
These figures have not been audited.
B2 2014 4 9 H 30 H=AHERZGEWRARE . ZREHTFHARLH T,

Group &£ H
3 months ended 3 months ended
30 Sep 2014 30 Sep 2013 Increase/
BE 20145 BZE 20134 (Decrease)
9 H 30 H=4A 9 H 30 H=AA B
RMB'000 RMB'000 %
Unaudited Unaudited
KR d T REH T
Revenue #&1HA 99,586 127,130 (21.7)
Cost of sales 4 A (103,207) (126,732) (18.6)
Gross (loss)/profits(T4R)/EH (3,621) 398 (1,009.8)
Other income HARILA 3,252 1,673 94.4
Selling and distribution expenses 44 3 i (881) (1,454) (39.4)
Administrative expenses & £ %% (5,728) (6,491) (11.8)
Other expenses HAth 7 (88) (63) 39.7
Finance costs Ilf %5 i A (10,560) (13,926) (24.2)
Loss before income tax
A58 (17,626) (19,863) (11.3)
Income tax expenses
PSR TT 32 - - -
Loss for the period attributable to the
owners of the Company
FHATNFEANTHR (17,626) (19,863) (11.3)
Other comprehensive income
HAtgzal - - .

Total comprehensive loss for the period
attributable to the owners of the
Company

FHARNFABANLLGETH (17,626) (19,863) (11.3)
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Note:
Loss before income tax is arrived at after charging/(crediting):
BAT ST AL
4[] Group
3 months ended 3 months ended
30 Sep 2014 30 Sep 2013
BE 20144 HZE 20134
9 30 H=1H 9 30 H=1H
RMB'000 RMB'000
Unaudited Unaudited
REFH T REH T
Interest income F| 1A (3,236) (1,381)
Interest expenses on F) B3z Hi:
- Bank loans wholly repayable within five years
LA N LA Z ARAT BEK 10,560 13,926
Depreciation 37 IH 11,332 12,286
Amortisation of land use rights i F A4 35 35
Minimum lease payments under operating leases for property,
plant and equipment and land use rights
T e % A A P AR B[R] T S IR A kAt 23 23
1. Depreciation expenses of approximately RMB10,897,000 had been charged to cost of sales in the
Group Statement of Comprehensive Income for the 3 months ended 30 September 2014 (3
months ended 30 September 2013: approximately RMB11,854,000). Depreciation expenses of
approximately RMB435,000 had been charged to administrative expenses in the Group Statement
of Comprehensive Income for the 3 months ended 30 September 2014 (3 months ended 30
September 2013: approximately RMB432,000).
AANRA—TENT AL TR CHEITERE 2014 4 9 7 30 A=A MLGEWRAIREN
PIES S RAS B (B 2013 4E 9 H 30 H=AH: AARB—T AN AN TI). AANRBNE+=
THTGHPTIER O EEE 2014 4 9 A 30 H=EMARGEWRAREN W EEEHE@EE
201349 A 30 H=AMA: AR M +=77 —FJ0).
2. Amortisation of land use rights of approximately RMB35,000 had been charged to cost of sales in

the Group Statement of Comprehensive Income for the 3 months ended 30 September 2014 (3
months ended 30 September 2013: approximately RMB35,000).

L NR M =5 AT 7o sl I BCRESS A TR R 2014 4F 9 A 30 H =" A MZEEWANIRE A K
PR E (% 201349 A 30 H=AH: AAR T =/ HTI0).
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1(b)(i) A balance sheet (for the issuer and group), together with a comparative statement as at
the end of the immediately preceding financial year.

(AR RER) KR 71 RRER L — BRI L RER.

1.

ASSETS ¥%7=

Non-current assets JER B &=

Property, plant and equipment #k. | A% %
Land use rights - {5 FI kL

Investments in subsidiaries £ F1F/A & 43 &

Current assets Wiz # =

Inventories FEfF

Trade and bills receivables i 5 K 245

Prepayments, other receivables and deposits Fif+f #X -
HA O B AT 4

Due from subsidiaries £ 7A ®ER

Pledged deposits &I 77k

Cash and cash equivalents I & f1EL &5 EHY

TOTAL ASSETS M ¥%r=

EQUITY AND LIABILITIES BN

Equity attributable to owners of the Company ‘AT]
&R = PNG )7 &

Share capital ¢4

Reserves fif %

Total equity BRHENE

Non-current liabilities JEFEF) f
Government grant EUF MU
Bank borrowings 47 5%k

Current liabilities Jigh %

Trade payables 31k 2k

Accrued liabilities, other payables and deposits
received THR MR, FHALRAR & TROT 4

Due to subsidiaries 4R TA 7k

Government grant EF M

Bank borrowings fR475%K 1

Tax payable M1} Fi 4

Total liabilities & i fk

TOTAL EQUITY AND LIABILITIES #28 J # f% s 55

Group £/ Compan NG
30 Sep 30 Jun 30 Sep 30 Jun
2014 2014 2014 2014
2014 & 2014 £E 2014 £E 2014 £E
9H30H 6H30H 9H30H 6H30H
RMB'000 RMB'000 RMB'000 RMB'000
Unaudited Audited Unaudited Audited
REH T [EZY e KREH T [EZY e
517,378 528,710 - -
5,406 5,441 - -
- - 134,153 134,153
522,784 534,151 134,153 134,153
214,010 247,827 - -
39,944 53,266 - -
33,015 48,904 - -
- - - 597
152,084 312,560 - -
13,660 31,209 - -
452,713 693,856 - 597
975,497 1,228,007 134,153 134,750
78,438 78,438 78,438 78,438
51,069 68,695 41,973 43,939
129,507 147,133 120,411 122,367
1,291 1,347 - -
1,291 1,347 - -
13,641 24,265 - -
97,068 94,485 13,385 12,383
- - 357 -
225 225 - -
722,342 949,036 - -
11,423 11,516 - -
844,699 1,079,527 13,742 12,383
845,990 1,080,874 13,742 12,383
975,497 1,228,007 134,153 134,750

The Group’s bank borrowings as at 30 September 2014 included other bank borrowings in the form of

bills payables of RMB233,000,000 (30 June 2014: RMB426,500,000), which were guaranteed by
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independent third parties and secured by the pledge of certain of the Group’s bank deposits, with a credit
period of 180 days. They were repayable within 6 months.

GE TR ARAT BE R B4 A S 38 =5 SR AR ORORT LASE B A2 3R (AT B S AR T 2 =T =\ /578
(2014 £ 6 7 30 H: ARMIMZ=FoNERt73on), @2 180 H. ENI=T 6 N H WRIBIER.

1(b)(ii) Aggregate amount of group’s borrowings and debt securities. 4 F 5K L IIFMH 5 S8

Amount repayable in one year or less, or on demand —4E P NAZ B BRI BT 2K
As at 30 Sep 2014 F 201449 A 30 H As at 30 Jun 2014 F 201446 H 30 H
Secured B  Unsecured LHH  Secured HHH  Unsecured LHEH
RMB’000 RMB’000 RMB’000 RMB’000

722,342 - 949,036

Amount repayable after one year —4E 5 MK
As at 30 Sep 2014 F 201449 A 30 H As at 30 Jun 2014 T 201446 H 30 H

Secured B#&FF  Unsecured T  Secured HHIF  Unsecured TLHHF
RMB’000 RMB’000 RMB’000 RMB’000

Details of any collateral

I IR

The Group’s bank borrowings as at 30 September 2014 included RMB50,000,000 (30 June
2014: RMB50,000,000) which were secured by a pledge of certain of the Group’s property,
plant and equipment and land use rights, RMB351,342,000 (30 June 2014: RMB384,536,000)
which were guaranteed by independent third parties and a related company, Hongcheng
Company and RMB321,000,000 (30 June 2014: RMB514,500,000) which were secured by a
pledge of certain of the Group’s property, plant and equipment and bank deposits which were
guaranteed by independent third parties, with interests ranging from 5.50% to 8.40% per
annum as at 30 September 2014 (FY2014: ranging from 5.50% to 8.40% per annum).

SR HRAT PR B LRI 5 % & BRI AR AT RS R AR B LT B /76 (2014 4 6
H 30 H: AR AHTT0) BB S =07 FZ2 e B A f AT R AR M = A T—8
=+ =T 62014 4 6 A 30 H: ARMEAZNTE L+ =T8T o) L LERIR) B s
A R EHCHR R B ST B = O R R AR AR AT RN R T =42 = F—H 5 76(2014 4E 6
H 30 H: ARMEAZ—TWHEA+T78). T 2014 4 9 H 30 HiXLLHy &AM X b4 5.50%
% 8.40% /% (FY2014: 1 5.50% % 8.40%A%%) .
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(&) WP & B RER b — T BEE RN LR,

Statement of cash flows for the three months ended 30 September 2014

BRZE 2014 4£ 9 A 30 HEAHHNEHRER

Cash flows from operating activities BN LR E
Loss before income tax Bt i 54
Adjustments for % DL T £33
Interest income | E U
Interest expenses F /8 37 H
Depreciation #71H
Amortisation of land use rights =i F AR
Amortisation of government grants BURF MG #E44
Operating profit before working capital changes 15037 5 % 448 8 1 ()75 3 A1
Decrease /(increase) in inventories 77 5% /> (34 0)
Decrease /(increase) in trade and bills receivables ik 2 & S 4k Jk/b/ (38 0)

Decrease /(increase) in prepayments, other receivables and deposits Fif}zk, HAth Mk

SRANTRATIT Gy (44 m)
Decrease in trade payables 3 {+] i 2/

Increase/(decrease) in accrued liabilities, other payables and deposits received 114z 1

157, oAy LA ORI TS LT 288 0/ (g /)
Cash used in operations =iz T H#l 4
Income taxes paid CLAFHiEK
Net cash generated from/(used in) operating activities Z &%z 7T ) i# 5 %

Cash flows from investing activities &G IBERERE
Interest received S FI &
Net cash generated from investing activities 5 5z 13 # 04

Cash flows from financing activities BB iESI AN &RE

New bank borrowings #7847 5Kk

Repayment of bank borrowings #iE4R4T 55K

Decrease/(Increase) in pledged deposits $E3H £/ (1 )

Interest paid LA S

Net cash (used in)/generated from financing activities & &% 50 77/ 73 /# 5 &

Net decrease in cash and cash equivalents 4 Fl1H 4> S {H 9015 Jk />
Cash and cash equivalents at 1 Jul F 7 H 1 HHIW &M &SEY
Cash and cash equivalents at 30 Sep T 9 A 30 HMI &AM ESEY

A cash flow statement (for the group), together with a comparative statement for the
corresponding period of the immediately preceding financial year.

Group £H
3 months 3 months
ended ended
30 Sep 2014 30 Sep 2013
BZE 2014 4 BE 2013
9H30H 9H30H
=MA =MH
RMB'000 RMB'000
Unaudited Unaudited
REH T KR d T
(17,626) (19,863)
(3,236) (1,381)
10,560 13,926
11,332 12,286
35 35
(56) (56)
1,009 4,947
33,817 (4,596)
13,322 (4,266)
15,889 (4,148)
(10,624) (13,324)
2,583 (6,237)
55,996 (27,624)
(93) (97)
55,903 (27,721)
3,236 1,381
3,236 1,381
363,292 139,652
(589,986) (141,750)
160,566 39,390
(10,560) (13,926)
(76,688) 23,366
(17,549) (2,974)
31,209 34,823
13,660 31,849
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1(d)(i) A statement (for the issuer and group) showing either (i) all changes in equity or (ii)
changes in equity other than those arising from capitalisation issues and distributions
to shareholders, together with a comparative statement for the corresponding period

of the immediately preceding financial year.

R AT RER) () BARBEIHARERIRRR (i) BEALRT KR4 B AR
2R 5 R AN B R AN 28 AR B A RR, R E— B RIS R AR .

Statements of changes in equity for the three months ended 30 September 2014

ABZE 2014 £ 9 A 30 HENMHAHBREN R ERE

Grou Exchange Total
£H Share Share Merger Statutory fluctuation  Accumulated equity
capital premium reserve reserve reserve losses HBR
BA REEH  AIMMEE  EEMg LIDEER Ritwia wa
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited
REH T R REH T R Re T R REH T
Balance at 1 Jul 2013
20134 7 H 1 HAH 78,438 137,794 (18,488) 33,647 (5,348) (1,367) 224,676
Loss for the period
AT - - - - - (19,863) (19,863)
Total comprehensive loss
for the period
AR LGETH - - - - - (19,863) (19,863)
Balance at 30 Sep 2013
20134 9 A 30 HAHM 78,438 137,794 (18,488) 33,647 (5,348) (21,230) 204,813
Balance at 1 Jul 2014
2014 £ 7 H 1 HRH 78,438 137,794 (18,488) 33,647 (5,348) (78,910) 147,133
Loss for the period
AHT 0 - - - - - (17,626) (17,626)
Total comprehensive loss
for the period
A LEE TR - - - - - (17,626) (17,626)
Balance at 30 Sep 2014
2014 4 9 A 30 HARH 78,438 137,794 (18,488) 33,647 (5,348) (96,536) 129,507

1.

In accordance with the relevant laws and regulations of the the People’s Republic of China (“PRC”"), the subsidiaries of the

Company established in the PRC are required to transfer 10% of its profit after taxation prepared in accordance with the
accounting regulation in the PRC to the statutory reserve until the reserve balance reaches 50% of the respective registered
capital. This statutory reserve is non-distributable except upon liquidation of the PRC subsidiaries.
R o A SRR < 0, A 24 ) 3 o I B S ) A ] A R R AR o I 2 o) BT B B 1095 NV € il % BBV o ik
FIEENZ T A F BEMBEAR 50% 1. X E & (RIEZ T A RS AR IB ST AR AN RS BL A o
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Company A Accumulated Total equity
Share capital Share premium  Merger reserve losses BBER
B i &bl BIHfEE Ritwia &)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Unaudited Unaudited Unaudited Unaudited Unaudited
R REH I R REH T REH T
Balance at 1 Jul 2013
20134 7 H 1 HAH 78,438 137,794 34,364 (49,592) 201,004
Loss for the period A<} #i - - - (2,118) (2,118)
Total comprehensive loss for the
period A HE i E T - - (2,118) (2,118)
Balance at 30 Sep 2013
20134 9 A 30 H&H 78,438 137,794 34,364 (51,710) (198,886)
Balance at 1 Jul 2014
2014 87 A 1 BRH 78,438 137,794 34,364 (128,229) 122.367
Loss for the period 4<% 4 - - - (1,956) (1,956)
Total comprehensive loss for the
period ARG T 10 - - (1,956) (1,956)
Balance at 30 Sep 2014
20144 9 A 30 HAHM 78,438 137,794 34,364 (130,185) 120,411

1(d)(ii) Details of any changes in the company's share capital arising from rights issue, bonus

issue, share buy-backs, exercise of share options or warrants, conversion of other
issues of equity securities, issue of shares for cash or as consideration for acquisition
or for any other purpose since the end of the previous period reported on. State also
the number of shares that may be issued on conversion of all the outstanding
convertibles, as well as the number of shares held as treasury shares, if any, against
the total number of issued shares excluding treasury shares of the issuer, as at the
end of the current financial period reported on and as at the end of the corresponding
period of the immediately preceding financial year.
HE—WEH, EATREMMK. 4K, BREME. TEARGERFENEARIE. Riag
AT RAT R DRI & BUE 0 BOSAE (T FoAt B BT R AT IR T R AR AR T 2R B ) 3
5. DAEPBREARMBHIR REZE E—WBE R 88 E A A BT S RUERATE RN & RAT
MRS E, KREFRERE () SETAFRCRITRENSE GUBREFKRE -

There were no changes in the Company’s share capital for the three months ended 30
September 2014.
2 2014 4 9 ] 30 H=AH WA A BA KA RS,

1(d)(iii) To show the total number of issued shares excluding treasury shares as at the end of
the current financial period and as at the end of the immediately preceding year.

ERTAMBIAN L—MEERCRTRESE, TMEEKRE.

Ordinary shares of HK$0.30 each
R EERT 0.30 TTHIEER

As at 30 Sep 2014
#% 201449 H 30 H

As at 30 Jun 2014
# % 201446 H 30 H

268,000,000 268,000,000

The Company does not have any treasury shares as at 30 September 2014 and 30 June
2014.
A7 2014 4F 9 H 30 HAI 2014 4 6 H 30 H A AEAT EA7 IR EE
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1(d)(iv) A statement showing all sales, transfers, disposal, cancellation and/or use of treasury
shares as at the end of the current financial period reported on.

ERAMBIARKAHE. Fik. FE. BUHA/EREREFRENREHEH.

Not applicable.
AT

2. Whether the figures have been audited or reviewed and in accordance with which
auditing standard or practice.

B RETRE CARSE B T SR 4 B e

The figures have not been audited or reviewed by auditors.

A REF ARG VT B ]

3. Where the figures have been audited or reviewed, the auditors’ report (including any
qualifications or emphasis of a matter).

WA RB T E B, F Es TR CRREXME e S AR T ERGR D

Not applicable.
AN

4. Whether the same accounting policies and methods of computation as in the issuer’s
most recently audited annual financial statements have been applied.

R CMHE B AR RIEEL S % HF B 5 1IR R N N KA R T BORATHE 7.

The Group had adopted the same accounting policies and methods of computation as stated
in the audited financial statements for the year ended 30 June 2014, except for the adoption
of the new and amended International Financial Reporting Standards (“IFRSs”) which
became effective for financial year beginning on or after 1 July 2014. The adoption of these
IFRSs did not have any material impact to the Group’s financial statements.

SERIC N 5 8I% 2014 4 6 F] 30 BSR40 W A% 1 4F B2 I 55 4 R 9 S FH AR R] 2> THBUGR AT
Ok (BRRH TEH TMBUERL 2014 £ 7 H 1 HBLRLUE BFUEHE T B BRIV 55 4 o A 0
(“IFRSs") o RHIIXLE IFRSs A2 X 4R A1 i 55 4 R A7 B KRG .

5. If there are any changes in the accounting policies and methods of computation,
including any required by an accounting standard, what has changed, as well as the
reasons for, and the effect of, the change.

MEHBEMH BT EREMARE (BHESHENER) , JFIHAERPZRE ., ZEREME
BRI .

Not applicable.
AN
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Earnings per ordinary share of the group for the current financial period reported on
and the corresponding period of the immediately preceding financial year, after
deducting any provision for preference dividends.

BRI B 5, SR ETE A T B R B b — T A [R) 3934 P i i &

Group &M@

3 months ended 3 months ended
30 Sep 2014 30 Sep 2013
B=ZE 20144 B=ZE 20134
9 H30H =4H 9 H30H =4H
Unaudited Unaudited
In RMB cents AR 4 REGH T REGH T
Loss per ordinary share of the group, after deducting
any provision for preference dividends
FBRATAT O S I R AL 25 5, HE 1 e i 5 43
(a) Based on number of ordinary shares on issue; and
BT LARAT M A H (6.58) (7.41)
(b) On a diluted basis J& T H v N/A N/A

Note:
The calculation of basic loss per share for the 3 months ended 30 September 2014 was computed by dividing the

Group’s loss for the period by 268,000,000 ordinary shares (3 months ended 30 September 2013: 268,000,000
ordinary shares) during the period.

HZE 2014 4 9 A 30 H=AA MR 785 00 3R £ B 5 5k DA i 8 ik 4 268,000,000 it (BiE
2013 4E 9 4F 30 H =/>1: 268,000,000 ¥ %) .

Net asset value (for the issuer and group) per ordinary share based on the total
number of issued shares excluding treasury shares of the issuer at the end of the:

(a) current financial period reported on; and

(b) immediately preceding financial year.

ETHRERITEA GIREFKRE) W&, (a) TAMBHR: M (b) TL—WBERLEHA
) 0GR 4 BB S B 4 HE

Group £H Company &AF]
30 Sep 30 Jun 30 Sep 30 Jun
2014 2014 2014 2014
2014 4 2014 4 2014 4 2014 4
In RMB AR 9H30H 6 H30H 9H30H 6 H30H

Unaudited Unaudited  Unaudited Unaudited
REH T REH T REH T REH T

Net asset value per ordinary share based on
issued share capital at the end of:

T IR CORAT A5, Al i 5 7 1 0.48 0.55 0.45 0.46

Note:

The net asset value was calculated by dividing the Group’s net asset value by 268,000,000 ordinary shares (30
June 2014: 268,000,000).

VEPE (B T H ST V2 R 4 [ P 1 (B ok DA A I Sl i £ 268,000,000 B (2014 4E 6 4E 30 H: 268,000,000 %)
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A review of the performance of the group, to the extent necessary for a reasonable

understanding of the group’s business. It must include a discussion of the following:

(a) any significant factors that affected the turnover, costs, and earnings of the group
for the current financial period reported on, including (where applicable)seasonal
or cyclical factors; and

(b) any material factors that affected the cash flow, working capital, assets or liabilities
of the group during the current financial period reported on.

] iR HIR IE e R ML F A2 S T . N EREUT o

ia) AT BN R SR . HERAMBANEWERSABEER (&) ;M
(b) AMBCHNEHER ISR, RFEE. B=RARKER.

REVIEW OF FINANCIAL RESULTS FOR THE THREE MONTHS ENDED 30 SEPTEMBER
2014(“ 1QFY2015”) COMPARED TO THE THREE MONTHS ENDED 30 SEPTEMBER
2013(“ 1QFY2014")

HZE 2014 £ 9 A 30 H=/H(“1QFY2015" ) LB & ZE 2013 4 9 A 30 H=4A
(“1QFY2014” ) Fry A 55 MV 5 5 5t

Revenue && KA

Revenue decreased by approximately RMB27.5 million from RMB127.1 million in 1QFY2014
to RMB99.6 million in 1QFY2015 as a result of intense price competition and a decrease in
sales volume due to weak market demand.

HERAE 1QFY2014 ARTE 2= TEtH —+tATXHPANR-TEEL T ATE
1QFY2015 MARMALT ANt G, EEBERETIZHEREE, MRS FEIMHERET
EE e

Cost of sales and gross profit 858 RAFEF

Cost of sales decreased in line with revenue by approximately RMB23.5 million from
RMB126.7 million in 1QFY2014 to RMB103.2 million in 1QFY2015.

Gross profit decreased from RMB398,000 in 1QFY2014 to a gross loss of RMB3.6 million in
1QFY2015 and gross profit margin decreased from 0.3% in 1QFY2014 to gross loss margin
of 3.6% in 1QFY2015. As the PRC government imposed a quota on overseas cotton
purchases to protect the domestic cotton industry, the Group had to purchase more of the
higher-priced domestic cotton to produce the Group’s products, thus resulting in the decrease
of profit margin.

HERAMEEH 1QFY2014 AR T ZT/ANE L ARBRSANRT - T=Z=a0t/iK
£ 1QFY2015 AR M —4%F =1 —+/iJt.

ERIH 1QFY2014 AR =+HIUG/\TFrumb 2 1QFY2015 MM AR T =H75 177G,
MEFMZEH 1QFY2014 1) 0.3% />3] 1QFY2015 K 7% 3.6%. ix 3% 5 K24 H 5K
FRAE AT AT, R A 3 P A SR A A O TC 2504 B 4 [ 75 ) FH A7 445 4 v 40 A St A A R 1) e

.
J Hb o

Other income FH At A

Other income which comprised mainly interest income, increased by approximately RMB1.6
million from RMB1.7 million in 1QFY2014 to RMB3.3 million in 1QFY2015. The increase in
other income was mainly due to the increase in bank interest rates.

HAbN, FEEFBEKRA, B 1QFY2014 MART —H -t + Ay A ANRT—aNt AT
% 1QFY2015 AR M =H =170, FEJRERRATAEZOR R IE A E.



CHINA HONGCHENG HOLDINGS LIMITED
Page 11 of 15

Selling and distribution expenses 45& % H

Selling and distribution expenses decreased in line with sales volume by approximately
RMBO0.6 million from RMB1.5 million in 1QFY2014 to RMBO0.9 million in 1QFY2015, mainly
due to the decrease in the related transportation costs.

HEHRHMMNEER 1QFY2014 MART—E LA A NR TS 6E 1QFY2015
PN BT T76, EEFEKEEE RS kb fra.

Administrative expenses H ¥ % f

Administrative expenses decreased by approximately RMBO0.8 million from RMB6.5 million in
1QFY2014 to RMB5.7 million in 1QFY2015, mainly due to the decrease in staff welfare
expenses for the workers as the number of workers was reduced due to the decline in the
Group’s production capacity.

BHEFEM M 1QFY2014 AR TN AL/ ul AL AR T\ 5% 1QFY2015 AR
a8, FEFEER AR R8> TAAEA S R TARA 2% b Brac.

Finance costs %4

Finance costs decreased by approximately RMB3.3 million from RMB13.9 million in
1QFY2014 to RMB10.6 million in 1QFY2015 due to an decrease in bank borrowings during
the period. However, high finance costs continued to be an extremely significant cause of the
loss.

44 A B 1QFY2014 AR —FT =\ L H b A NRT=H =+ 6 E 1QFY2015
MANRFA—TZN+700, FEERZWDRITEER EFE. Hig, MERAKR S EER
S — R EERE,

Loss before income tax BLaT 517
Loss before income tax decreased by approximately RMB2.3 million from RMB19.9 million in
1QFY2014 to RMB17.6 million in 1QFY2015, mainly due to the decrease in finance costs.

FiRiZ#iM 1QFY2014 MART—FHE AT ASANRT —H=1/H7tE 1QFY2015
ANRB—TLBaNT AT, FEIRRFEM S AR

Loss for the period 3N TR
As a result of the above factors, loss for the period decreased by approximately RMB2.3
million from RMB19.9 million in 1QFY2014 to RMB17.6 million in 1QFY2015.

WIRNANEE 1QFY2014 MARM —T ALt ATEbANRT —H=+/HI5E 1QFY2015
AR\—TLEENT AT, FERENET R,

REVIEW OF FINANCIAL POSITION AS AT 30 SEPTEMBER 2014
2014 4E 9 H 30 HMH S RMEH Y

Inventories JE 17
Inventories decreased by RMB33.8 million during the period under review, mainly due to the
Group'’s policy to reduce its inventories level when the sales decreased.

PEAERA NR M =T =a /)\t+ 78, TFERFZPARERLD, LRI EA7TEG

Trade and bills receivables 3 Uik 2 Fl 224/
Trade and bills receivables decreased in line with sales by RMB13.3 million.
T2 WS R AT ZE s B A 5 > N — T =B =+ T3 7C.
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Prepayments, other receivables and deposits Fif k. Hoah S SCGR & 1A T 4
Prepayments, other receivables and deposits decreased by RMB15.9 million. This was
attributable mainly to the utilisation of deposits paid to suppliers to purchase raw materials.

AR HAR R S BT S D NR T — TR U0, EEIEBZFER 1 A
SKRFPRLITT SRR AR ER

Pledged deposits &7 172k
Pledged deposits decreased by RMB160.6 million, mainly due to the repayment of the related
short term bank borrowings in the form of bills payable during the period.

AR NIRRT AN T FN T390, BRI RN SR EEE 1A KM RAT SR T8

Trade payables % -} kK
Trade payables decreased by RMB10.6 million, mainly due to a decrease in the purchase of
raw materials.

REATIRR A N T —TFF N+ 7570, B D SR b IR R A T 8

Bank borrowings #2175k

Bank borrowings decreased by RMB226.7 million during the period under review, mainly due
to the reduction of the Group’s borrowings according to its working capital needs.

AT BT NR T A =T oNE B+t T2 R EDE A BRI 58 6 7 245 DL b 5Tk T
g

Other major assets and liabilities such as deposits, accrued liabilities, other payables and
deposits and tax payable remained at approximately the same level as 30 June 2014.

Foft = R G ARG AN U AT 6 TR BT, At A OSSR LAY B < A 4R 4
2014 4 6 A 30 HAHZIKF.

The net current liabilities of RMB392.0 million as at 30 September 2014 were mainly due to
the Group’s utilization of short term bank borrowings to increase the flexibility in managing the
Group’s bank borrowings in accordance with the Group’s working capital needs, which
resulted in the reduction of interest costs.

P, T 2014 429 H 30 HAFmAITG AR T =AZLT ZE GG, OSBRI 6T A
InaR g S B ORI RIE T, J7 AR 5 141 55 4 7 S8 DR S A G R E

The Group has maintained good relationships with the banks. As a usual practice, the Group
will arrange with the banks to reschedule the bank borrowings when they fall due. The Group
is therefore confident that the existing bank borrowings can be renewed as and when they fall
due so that the operations of the Group will not be affected. Nevertheless, Management is
monitoring the Group’s cashflow closely to ensure that the Group has adequate working
capital.

LR ST~ ERF RIS KRR 805, SEREN, RS 58T B2 TR Bril,

SHA 0 B AT DB R R 2 RO E S AR RIS E A Z . ik, FHEXSRE
WEERIILE, TiIRERE LW RRah 5.

CASH FLOW STATEMENT REVIEW
HERMBERF
1QFY2015 vs Xk 1QFY2014

Net cash generated from operating activities was RMB55.9 million in 1QFY2015, mainly due
to the decrease in inventories, trade and bills receivables and prepayments, other receivables



10.

CHINA HONGCHENG HOLDINGS LIMITED
Page 13 of 15

and deposits. This was contrasted against the net cash used in operating activities RMB27.7
million in 1QFY2014.
1QFY2015 W EEESIIFEFRERARM AT AL TG, EEEREEF. Mok &
SEHRATRAT R HAR SR S I 1T 40 . T 1QFY2014 [E 23 sh it FHid & 2 A R
m=TtAatt+rhr.

Net cash generated from investing activities was RMB3.2 million in 1QFY2014 compared to
RMB1.4 million in 1QFY2014, mainly due to the interest received during the period.
1QFY2015 M BEIES TG e M AR T =1 =+ 7H7m, FEZMABFERA.
1QFY2014 K& B s i3 Il & 2 KR T — 8+ J3 78,

Net cash used in financing activities was RMB76.7 million in 1QFY2015, mainly due to the
repayment of bank borrowings. This was contrasted against the net cash generated from
financing activities RMB23.4 million in 1QFY2014.

1QFY2013 MR BVEsI T HE e~ NRT-ETANE-E AT, EEERR T IRAT PR
o 1M 1QFY2014 Mg BHiEsh i d Bl e AR T =T =H N+ 7t.

As a result, there was a net decrease in cash and cash equivalents of RMB17.5 million in
1QFY2015 compared with RMB3.0 million in 1QFY2014.

ik, 1QFY2015 Bl& R &5 E R R ARG —TLEH 7t i 1QFY2014 34
LG ED S R AR T =H T TC.

Where a forecast, or a prospect statement, has been previously disclosed to
shareholders, any variance between it and the actual results.

W0 CART R BRI BT SRR R A, S E SRk StHE R .

The 1QFY2015 results are in line with the information described in paragraph 10 of the
FY2014 results announcement.
1QFY2015 k45 FY2014 KA 15 5 10 BUd ) N S5

A commentary at the date of the announcement of the significant trends and
competitive conditions of the industry in which the group operates and any known
factors or events that may affect the group in the next reporting period and the next 12
months.

BEAEH, AT EEBBMZFFL LT REMERE T MREMREK 12 4
R BAER E A E RRFHHH KL

In April 2014, the PRC government had reformed the domestic cotton policy by granting
government subsidies to the cotton farmers instead of collecting cotton from them. Although
this will benefit domestic textile manufacturers in the long run, the recent decrease in the price
of the newly collected cotton had exerted downward pressure on the selling prices of cotton
textile products produced by the domestic textile manufacturers in the short run. As such, the
performance of the domestic textile manufacturers would be temporarily affected due to the
higher-priced cotton which were purchased previously. This trend is expected to continue for
a while more.

Whilst Management continues to focus on its operational efficiencies and strengthen its
inventories management, the next twelve months are expected to continue to be challenging.

FEBUFT 2014 4 4 AXIAMERIEIEECRAE 7 E80E, BUFABSATRRENE, AR ST
ELAMEUR . AE AL UG B Ko 2 PR e 2 B . (B2 OB AR BCAE S e, AT RET R AN A% T B
CEA G S BIRGR 3) t  A R A 0o D) SRATS AR DA A P 2 A s (AR DN )
PEAERRAEAR A= il b, ABATTHORE R & 2 FEGE . s DU S 4ERF— BN 1]
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EIRNE PG kB 58 BB RER AN SR A B, AR 12 {1 H SRR RN 78 s PR R

Dividend
e

(@) Current Financial Period Reported On

2R T B

Any dividend declared for the current financial period reported on?

A BIBE T AW BUHH S AR ?
Nil.
o

(b) Corresponding Period of the Immediately Preceding Financial Year

E AR

Any dividend declared for the corresponding period of the immediately preceding financial
year?
A ST BB R R S AT IR ?

Nil.
T

(c) Date payable
ATE

Not applicable.
ANEH] .

(d) Books closure date

Bkt A EH

Not applicable.
AEH .

If no dividend has been declared/recommended, a statement to that effect.

WEA EMRBERIRKI D, FHEHER.

No dividend has been recommended for the period under review.

WINEEEVURER S -

Interested person transactions

RKEALZ S

The Company does not have a shareholders’ mandate for interested person transactions.

A B EAT AR RIRN 152 5
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14. Negative Assurance Confirmation

We confirm that to the best of our knowledge, nothing has come to the attention of the Board
of Directors of China Hongcheng Holdings Limited which may render these interim
financial results for the first quarter ended 30 September 2014 to be false or misleading in any
material aspect.

FATHAVARGE FATI R T BORE, AR 2B e 54k 2014 £ 9 H 30 HER
IR S5 A B R R iR 5 P R R R A B S TR R I

Liu Ming X1J# Zhao Yan &%
Executive Chairman & CEO Executive Director
PAT E I Ja PATEF

BY ORDER OF THE BOARD
B A

Liu Ming %18
Executive Chairman
PAT FE

10 November 2014
2014411 A 10 H
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