CHINA HONGCHENG HOLDINGS LIMITED
(Incorporated in Bermuda)

DISCLAIMER OF OPINION BY THE INDEPENDENT AUDITOR ON THE FINANCIAL
STATEMENTS FOR THE FINANCIAL YEAR ENDED 30 JUNE 2015

Pursuant to Rule 704(5) of the Listing Manual of Singapore Exchange Securities Trading
Limited, the Board of Directors (the “Board”) of China Hongcheng Holdings Limited (the
“Company”) wishes to announce that the Company’s Auditors, Moore Stephens LLP, have
issued a disclaimer of opinion in their report (“Independent Auditors’ Report”) on the
consolidated audited financial statements of the Company and its subsidiaries (collectively
the “Group”) for the financial year ended 30 June 2015 (“Audited Financial Statements”).

Copies of the Independent Auditors’ Report together with an extract of Note 2(b) of the notes
to the financial statements are collectively annexed to this announcement as Appendix |.

By Order of the Board
CHINA HONGCHENG HOLDINGS LIMITED

Liu Ming
Executive Chairman
18 November 2015



Appendix 1

Independent
Auditors’ Report

To the Members of China Hongcheng Holdings Limited
(Incorporated in Bermuda with Limited Liability)

Report on the Financial Statements

1 We were engaged to audit the accompanying financial statements of China Hongeheng Holdings Limited
{the "Company”) and its subsidiaries (collectively the "Group”), as set out on pages 43 to 87, which
comprise the statements of financial position of the Group and of the Company as at 30 June 2015, and
the consolidated statement of comprehensive income, consolidatad slatement of changes in squity and
consolidated statemant of cash llows of the Group for the yaar then ended, and a summary of significant
accounting policias and otner explanatory information.

Managemenl's Responsibility for the Financiad Statements

< Management is responsible for the preparation and tair presentation of these financial statements in
accordance with Inlermational Financial Reparting Standards, and for such internal control as management
determines is necessary o enable the preparation of tinancial staternents that are free from material
misstatement, whether due to fraud or enor.

Audlitors Responsibility

B Our responsibility is to express an opinion on the financial statements based on con ducting the audit in
accordance with International Standards on Auditing. Because of the matters described in the Basis for
Disclaimer ot Opinion paragraphs, howeaver, we were not able to obtain sufticient appropriate audit evidence
0 provide a basis for an audit opinion.

s for Disolaimer of Opinion

Caost of

Jated statement of comprehensive income were certain cost of
inventories sold amounting to RMB151,852,000. Due to the lack of documentation and incomplete
AGCOLINTING records, we were unable ty oul the necessary audit procedures, nor were we able to
perform altemative audit procedures, to salisfy ourssives s to the validity and appropriateness of these
amounts that have been includad in cost "r sales in the consolidated statement of comprahensive incomes
lor the current financial vear ended 30 June 2015, Conseguently, we were unable to determine whether any
adiustiments, if any, 1o these amounts wers necessary.

4, nciuced in cost of sales in the consol

Goina Congern Assumption

a. i As disclosed In Note ‘roup m( Jred a net loss and total
comprenensive 21,000 ended
30 June 20156, at that “dl(‘ the Gre lr1% and t e & onmdnv cunent I|le|l| lies Dx\“@---ded

b\,f RMBS75.675,000 2074 RMB38E,671.00) and RMB15,964.000 (”(\IA.
clivoly ar 1(J e Group and the Company have a deficit in shareholders’ fund
0 and RMEB15,984 000 14 surplus in shareholders’ lund of RMB14 7,133,000
and RMBI1 T (,( 0) 1esped ;. These conditions indicale the existence of & material uncertainty
which may cast significant a5 to the Croup's and the Company's ability lo continue as going
concems and o realise thew rflmSQL,) and dischaige their liabilities in the ordinary course of business
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Independent
Auditors’ Report

To the Members of China Hongcheng Holdings Limited
(Incorporated in Bermuda with Limited Liability)

Going Concearn Assumption {cont'cl)

(i

(i)

The financial statemants have been plepared on the assumption that the Group and the Company
will continuie as going concerns. Management has prepared a cash flow forecast and is of the view
that the Gioup will have sufficient cash resources to satisty its working capital requirements for the
next twelve months ending 30 June 2016 and to pay its debts as and when they fall due. The
forecast was prepared on the basis that the Group's bankers will continue to provide financing and
extend existing bank loans to the Gioup, as wel as the abiity of the Group to generate positive cash
flows from its operations. This assumption is premised on future events, the outcome of which is
inherently uncertain.

In view of the material uncertainties as discussed above, we are unable to obtain sufficient
appropriate audit assurance regarding the use of the going concern assumption in the preparation
of the financial statements. Accardingly, we are unable to form a view as to the use of the going
concern assumption in the preparation of these financial statements,

In the event the Group and the Company are unable to continue in operational existence for the
foreseeable future, the Group and the Company may be unable to discharge their liabilities in the
ordinary course of business and adjustments may have to be made to reflect the situation that assets
may need to be realised other than in the ordinary course of business and at amounts which could
differ from the amounts at which they are cunently recorded in the statements of financial position.
In addition. the Group and the Company may have 1o provide for further liabiliies which may arise,
and to reclassify non-current assats and non-current liabilities as current assets and cunent liabilities
respectively. No such adjustments have been made 1o these financial statements,

Disclaimer af Opinion

Recause of the sigrificance of the matters described in the Basis for Disclaimer of Opinion peragraphs 4
and 5. we have not heen able to cbtain sufficient appropriate audit evidence to provide a basis for an audit
opinion, and accordingly, we do not express an epinion on the financial statements.

Moore Stephens LLP
Public Accountants and
Chartered Acoountants

Shgapore

18 November 2015



Notes to the
Financial Statements

For the financial year ended 30 June 2015

2 Summary of Significant Accounting Policies (cont’d)

(@)

{I)

B3

is of Preparation {cont'd)

New/Revised IFRS which are 1ot vel effective (cont'd)

° IFRS 156 sets oul the 1equirements for | Inising revenue that apply to all contracts with
customers {excepl for conlracts that are within the scope of the standards on leases,
insurance contracts and linancial instiuments). IFRS 18 replaces the previous revenue
Standards: IAS 18 Heve ANl Im; 1 Construction Contracts 1 the related interprelations
ON revenue re onition; IFRIC A 1 ‘lu /0/ 1"/*@ ('k‘wlwuci/‘()n of Real e IFRIC 18

ansfc > rion (};mu @ g 3 Involving

The Group is oun@r.l y ASS : \slalen ents

i1

1

Was ir1tr(‘\'\'iuv“ei-‘<’i to rep\a(’;@ IAS 39 Financial instrumenlts: Recognition and

z sation and measurement requirements for financial

as, and stage impairment model that will impair

financial ass sed on mpoom* \ G80H ass of whether objective indicatars of

impaiment have occurred. IFRS 9 also pmwdes a simplified hedge accounting model that

will align more closely with companies’ risk management strategies. The Group is currently
assessing the impact on the financial statements

° Amendments to 1AS 1 provide clarification on various aspects of financial statements
plesentation. Key dlarifications 1elate to the interpretation of materiality requirements in FRS,
extent of aggregation and disaggregation of financial information presented in the primary
financial statements, presentation of sub-totals, and ordering of notes to the financial

inents. The amendments also clarity that an enlity's share of other comprenensive income

[ unted assocates and joint ventuies should be presented in aggregate as single

sed on her or nol it will be subseaueritly be reclagsified to pront or loss., The

x::.r(,)\u_,) if;) iri the pro ot assassing the impact on the financial statements

Geing Concen Assumplion

The Group incurred a net loss and total t‘"(’rl“u")reiwpnsive loss of RMB237,831,000 {2014
RMB77,543,000) for the financial year ended 30 June 2015, and as at that date, the G|oup's
and the Company's current liabilitios ex "eedﬁd their curtent assets by RMBE7S 675,000 {(2014:
RMB385,671,000) and RMB 15,984,000 {2014 RMB1 1,766,000} respectively and the Group and
the Company have a deficit in shareholders” fund of RM B- ,698,000 and RMB15,984,000 (2014:
surplus i sharehoiders” fund of RMB147,135,000 and H\ABl”’) 367,000) IE‘QF B tm@ly These
¢ undm sns nclicate the existence of a nmterml uncertainty which may cast significant coubt on the
Group's and the Company's abllity 1o continue as going concens and to realise their assets and
discharaie then fiabilities i the ordinary courge of business.

Tra financial statements have ssumption that the Group and the Company
will continug as going concems, Mang repared a cash flow forecast and is of the view
that the Group will have sufficient cash resources to satisty Its working capital requirements for the
next rwel\n, months ending 30 June 2015 and to pay its debts as and when they fall due. The
forecast sared on the hasis that the Group's bankers will continue 1o provide financing and
extend existing bank loans to the Group, as well as the abitity of the Group 1o generate positive cash
flows from its operatic




Notes to the
Financial Statements

For the financial year ended 30 June 2015

2 Summary of Significant Accounting Policies (cont’d)

Goingl Concern Assumption (cont'd)

In the event the Group and the Company are unéble to conlinue in operational existence for the
foreseeahle future, the Group and the Company méay be unable to discharge their liabilities in the
aidinary course of business and adjustments may have to be made to 1eflect the situation that assets
may necd to be realised other than in the ordinary course of business and at amounts which could
differ from the amounts at which they ae cuirer .Hv recorded in the statements of financial position.
In addition, the Group ana the ¢ ,ummny may I prowdo for further liabilities which may arise,
and o reclagsity non cunent assets and non n\,unonl' lieak 3 current assets md current liabilities
respectively, No such adjustiants hav\, heen made (© these financial stateme

Group Accounting
Consolidation

Subsidiauies are all entities (including structured entities) over which the Group has control. The
Group controls an entity when the Group is exposed to, or has right to, variable retuns from its
involvement with the entity and has the ability to affect those 1etumns through its power over the entity.
Subsidiaries are fullv consolidated from the date on vvh]ch control is transfened to the Group. They
are deconsolidated from the date that control cease

The Compary reassesses whether or not it controls an investee If facts and circumstances indicate
that there are changes 1o one or more of the thiee elements of contiol listed above.

When the Company has less than a majoiity of the voting rights of an investee, it has power over
the investee whan the voting rights are sufficient to give it the practical ability to direct the relevant
activities of the nvestee unilaterally. The Company considers all relevant facts and circumstances
in assessing whather or not the Company's voting tights in an investee are sufficient to give power,
including:

- the size of the Company's holding of voting rights relative to the size and dispersion of holdings
of the other vote holders;

potential voting rights held by the Company, other vote holders or other parties;
rights arising from other contractual agreements; and
any additional facts and circumstances that inclicate that the Company has. or does not have,

the current ablity to direct the relevant activities at the time that decisions need to be made,
inclucling voting patterna at previous shareholders” meetings.



