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FIRST QUARTERLY RESULTS ANNOUNCEMENT
FOR THE THREE MONTHS ENDED 31 MARCH 2013

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GE M”)
OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE")

GEM has been positioned as a market designed to anmodate companies to which a highe
investment risk may be attached than other companies listed orthe Stock Exchange
Prospective investors shouldbe aware of the potential risks of investing in sut companies
and should make the decision to inve only after due and careful consideration. The greater
risk profile and other characteristics of GEM mear that it is a market more suited to
professional and other sophisticated investor

Given the emerging nature of companies listed on Q#, there is a risk that securities traded
on GEM may be more susceiible to high market volatility than securities traded on the Main
Board of the Stock Exchange and no assurance is given that thevéll be a liquid market in
the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and tleelSExchange ke no responsibility for th
contents of this announcemgentake no representation as to its accuracy or detepess an
expressly disclaim any liabilitwhatsoever for any loss howsoever arising froomareliance upor
the whole or any part of theontents of th announcement.

This announcementor which the directors (the “Directors”) cRENHENG Enterpris Holdings
Limited (the “Company”) collectivel and individually accept full responsibility, incles
particulars given in compliance with ttRules Governing thkisting of Securities 0GEM of the
Stock Exchange (the “GEM Listing Rules”) for purpose of giving information with regard to t
Company. Te Directors having made reasonable enquiries, confirm that to the bestheirt
knowledge and belief the information contained in announcemenst accurate and complete
all material respects and not misleading or decegtand there are no otl matters the omission
of which would make any statement herein orannouncement misleading.



HIGHLIGHTS

e Turnover for the three months ended 31 March 2048 approximately HK$20,039,00
representing an increase of approximately 21.6%oagpared with the corresponding peri
in 2012;

O

d

O

» Profit attributable to shareholders of the Compémythe three months ended 31 Margch
2013 was approximately HK$2,995,000, representmgnarease of approximately 468.3po
as compared with the corresponding period in 2@h3;

* The Directors do not recommend the payment of &rim dividend for the three months
ended 31 March 2013.

The board of Directors (the “Board”) of the Compaisypleased to announce the unaudited
consolidated results of the Company and its sudnsedi (collectively the “Group”) for the three
months ended 31 March 2013 together with the umedidcomparative figures for the
corresponding period in 2012 as follows:

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the three months
ended 31 March

2013 2012
HK$'000 HK$'000
Notes (Unaudited) (Unaudited)
Turnover 4 20,039 16,477
Cost of sales (11,838) (9,666)
Gross profit 8,201 6,811
Other income and gains 5 2,199 526
Other gains and losses 6 (26) -
Selling and distribution costs (2,132) (1,561)
Administrative expenses (2,615) (3,372)
Research and development costs (1,927) (1,465)
Profit before taxation 7 3,700 939
Taxation 8 (705) (412)
Profit for the period 2,995 527
Other comprehensive income:
Items that may be reclassified subsequently tatpanfl loss:
Exchange differences arising on translation of a
foreign subsidiary 763 2,071
Total comprehensive income for the period 3,758 2,598
Earnings per share 9
- Basic 1.50 HK cents 0.26 HK cents
- Diluted 1.50 HK cents 0.26 HK cents




NOTES TO QUARTERLY RESULTS
1. GENERAL

The Company was incorporated in the Cayman Islands February 2011 and registered as an
exempted company with limited liability under th@r@panies Law of the Cayman Islands.
The Company acts as an investment holding compdrle ws subsidiaries are principally
engaged in the manufacture and sale of tobaccoineghproducts in the People’s Republic of
China (the “PRC”). The addresses of the registefice and principal place of business of the
Company are PO Box 309, Ugland House, Grand Cayik#d;1104, Cayman Islands and
Room 3805, 38/F., Far East Finance Centre, 16 HMdardRoad, Admiralty, Hong Kong,
respectively.

2. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLIC IES

The unaudited financial statements have been prdpar accordance with accounting
principles generally accepted in Hong Kong whicblude Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and drettions issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”and the disclosure requirement of the
GEM Listing Rules.

The accounting policies used in the preparationth& unaudited consolidated financial
statements for the three months ended 31 March 2043 onsistent with those adopted in
preparing the audited financial statements of theu for the year ended 31 December 2012.

3. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

The Group has applied all the standards, amendnagwtsnterpretations issued by HKICPA,

which are effective for the Group’s financial ydmeginning 1 January 2013. The adoption of
these new and revised HKFRSs did not result inifssgimt changes to the Group’s accounting
policies and presentation of the Group’s unauditetsolidated financial statements.

4. TURNOVER

Turnover represents revenue arising from sale ofdgand construction contracts of casing
and flavouring system. An analysis of the Groupigenue is as follows:

For the three months
ended 31 March

2013 2012

HK$'000 HK$'000

(Unaudited)  (Unaudited)

Sales of goods 4,573 12,929
Revenue from construction contracts of

casing and flavouring system 15,466 3,548

20,039 16,477




4. TURNOVER (Continued)

The Group’s operating activities are attributalieat single operating segment focusing on
manufacture and sale of tobacco machinery produtsanalysis of the Group’s turnover by

products is as follows:

For the three months
ended 31 March
2013 2012
HK$'000 HK$'000
(Unaudited)  (Unaudited)

Revenue from construction contracts of

casing and flavouring system 15,466 3,548
Sales of

- pneumatic feeding system 1,403 2,790

- pre-pressing packing machine - 644

- other products 3,170 9,495

20,039 16,477

5. OTHER INCOME AND GAINS

For the three months
ended 31 March

2013 2012
HK$'000 HK$'000
(Unaudited)  (Unaudited)
Sales of materials, parts and components, net gain 105 257
Rental income 237 218
Interest income 617 51
Subsidy incomen(ote 1,236 -
Others 4 -
2,199 526

Note: Pursuant to a document issued by the Pso@evernment of Yangzhou in promoting

enterprise of Yangzhou and underneath countiesdk public listing, Bao Ying Ren Heng
Industrial Co., Ltd. (“Baoying Renheng”) is eligiblor a subsidy income after its successful
listing. The amount represented the subsidy incasgranted by the People’s Government
of Baoying to Baoying Renheng. There were no dilled conditions attached to the
subsidy income, and therefore, the Group recogritzedmount as income upon receipt.



6. OTHER GAINS AND LOSSES

For the three months
ended 31 March

2013 2012

HK$'000 HK$'000

(Unaudited)  (Unaudited)

Loss on disposal of property, plant and equipment 26 -
26 -

7. PROFIT BEFORE TAXATION

For the three months
ended 31 March
2013 2012
HK$'000 HK$'000
(Unaudited)  (Unaudited)

Profit before taxation has been arriving at aftearging:

Directors’ emoluments 292 315
Other staff costs:

Salaries, bonus and allowances 2,115 2,007

Retirement benefits scheme contributions 188 140

Share-based payment expense - 131
Total staff costs 2,595 2,593
Depreciation of property, plant and equipment 389 354
Auditor’s remuneration 200 175
Cost of inventories recognized as an expense 2,920 7,648
Construction contract costs recognized as an egpens 8,918 2,018
Operating lease rentals in respect of

land use rights 19 19

office premise 66 40




8. TAXATION

For the three months
ended 31 March
2013 2012
HK$'000 HK$'000
(Unaudited)  (Unaudited)

The charge comprises:

PRC Enterprise Income Tax
- current period 705 412

No provision for Hong Kong Profits Tax has been madthe unaudited consolidated financial
statements as the Group has no assessable pisdi &r, or was derived from Hong Kong.

The provision for PRC Enterprise Income Tax is Hage the estimated taxable income for
PRC taxation purposes at 15% (three months endé&diaBdh 2012: 15%) pursuant to the Law
of the PRC on Enterprise Income Tax and Implemamtdtegislation.

9. EARNINGS PER SHARE

The calculation of the basic and diluted earnings ghare for both periods is based on the
following data:

For the three months
ended 31 March
2013 2012
HK$'000 HK$'000
(Unaudited)  (Unaudited)
Earnings
Profit for the period attributable to owners dle
Company for the purposes of basic and diluted egsi
per share 2,995 527

Number of shares
Weighted average number of ordinary shares fog t

purposes of calculating basic earnings per share 200,000,000 200,000,000
Effect of dilutive potential shares
Share options 283,946 -

Weighted average number of ordinary shares for t
purposes of calculating diluted earnings per share 200,283,946 200,000,000

For the three months ended 31 March 2012, the ctatipn of diluted earnings per share has

not assumed the exercise of the Company’s sharenspiecause the adjusted exercise price of
the share options (after the adjustment of the Value of the unvested share options) were
higher than the average market prices of thoseesHar the outstanding period.
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10. DIVIDEND

The Directors do not recommend the payment of &rim dividend for the three months
ended 31 March 2013 (three months ended 31 Marth: 24il).

11. MOVEMENT OF EQUITY

Discretionary Statutory Property Share
Share Share Merger surplus surplus Capital revaluion option TranslationAccumulated
capital  premium  reserve reserve reserve reserve  serve reserve reserve profits Total

HK$'000 HK$'000 HK$000 HK$'000 HK$000 HKS$'000 KKOO HK$'000 HK$000 HK$'000 HK$'000
(unaudited) (unaudited) (unaudited) (unaudited) (unauditedjaudited) (unaudited) (unaudited) (unaudited) (unauditedjaudited)

At 1 January 2012 2,000 52,940 49,091 3,338 6,053 99 9 2,775 124 9,193 53,383 179,896

Profit for the period - - - - - - - - - 527 527
Exchange differences arising
on translation of a foreign

subsidiary - - - - - - - - 2,071 - 2,071
Total comprehensive income

for the period - - - - - - - - 2,071 527 2,598
Recognition of equity-settled

share-based payments - - - - - - - 155 - - 155
At 31 March 2012 2,000 52,940 49,091 3,338 6,053 999 2,775 279 11,264 53,910 182,649
At 1 January 2013 2,000 52,940 49,091 3,338 12,318 999 2,775 742 9,212 76,804 210,219
Profit for the period - - - - - - - - - 2,995 2,995

Exchange differences arising
on translation of a foreign

subsidiary - - - - - - - - 763 - 763
Total comprehensive income

for the period - - - - - - - - 763 2,995 3,758
At 31 March 2013 2,000 52,940 49,091 3,338 12,318 99 9 2,775 742 9,975 79,799 213,977




MANAGEMENT DISCUSSION AND ANALYSIS

The Group is principally engaged in the manufagtaade and provision of maintenance, overhaul
and modification services in respect of tobaccohmmary products in the PRC. We generate our
turnover primarily from projects related to thregds of catalogued special-purpose tobacco
machinery products, namely the casing and flavgusystems, pneumatic feeding systems (“PF
systems”) and pre-pressing packing machines (“RBieBys”).

FINANCIAL REVIEW

For the three months ended 31 March 2013, the Gs@apenue increased by approximately 21.6%
to HK$20,039,000 (three months ended 31 March 2QGi@broximately HK$16,477,000) as
compared to the corresponding period last yeach $wcrement was mainly due to the recognition
of revenue from several large casing and flavousiygjem projects in this quarter. The gross profit
margin for the 2 periods remained stable at apprately 41.3% and 40.9% for the three months
ended 31 March 2012 and 2013 respectively.

Continued with our cost management, the operatxperditure of the Group, comprising the
selling and distribution costs and administrativepenses, dropped slightly by 3.8% to
approximately HK$4,747,000 for the current finahgariod (three months ended 31 March 2012:
approximately HK$4,933,000). The net profit foe tiiiree months ended 31 March 2013 amounted
to approximately HK$2,995,000 (three months endediarch 2012: approximately HK$527,000),
representing an increase of approximately 468.2%art from the favourable operating results, the
improvement was also contributed by the receipt @adgnition of a subsidy income during the
period under review.

BUSINESS REVIEW

For the three months ended 31 March 2013, the Ggeugrated majority of the revenue from the
sale of catalogued special-purpose tobacco machiperducts, amounting to approximately
HK$16,869,000 (three months ended 31 March 2012rcjmately HK$6,982,000). The increase
of approximately 141.6% was principally due to mawe recognized from casing and flavouring
system projects, amounting to a total of approxatyatHK$15,466,000 as compared to
approximately HK$3,548,000 for the correspondingiquk last year. During the period under
review, the Group has provided our casing and flamg systems to customers located in
Chonggqing, Jiangxi and Jilin.

Projects in providing PF systems to cigarette mactufers located in Qingdao, Yunan and Henan
were undergoing for the three months ended 31 MaIB8 and expected to be completed in
following months. Hence, the revenue recognizeadilie period under review from PF systems
amounted to approximately HK$1,403,000 (three merghded 31 March 2012: approximately
HK$2,790,000). Meanwhile, our sales and marketyegsonnel were actively identifying and
discussing with respective tobacco redrying fae®m respect of contracting PP system projects.



BUSINESS REVIEW (Continued)

Our technical personnel is always committed to pesduct design and development and strives to
bring along extended range of products to customnsring the period under review, the Group

continued the development of a new set of casinpflavouring system and has so far completed
the fundamental system modules, and was undergba@rocess of software design to integrate
the function and operation of respective modul&gasibility studies for the other new products

such as the spraying device and tobacco bale wikte under progress and the formulation of an
initial prototype for spraying device would be coemaed upon satisfactory results of the study.

PRE-IPO SHARE OPTION SCHEME

The Company’s pre-IPO share option scheme (the-[@eShare Option Scheme”) was adopted

pursuant to a written resolution passed by theestuddiers on 20 October 2011. The purpose of the
Pre-IPO Share Option Scheme is to grant optiotisegarticipants as incentive or rewards for their

contributions to the Group.

Options to subscribe for an aggregate of 1,3004la0es at an exercise price of HK$0.96 were
granted to 10 participants including one executd&ector, four members of the senior
management of the Group and five employees of ttoeii; each at a consideration of HK$10.00
under the Pre-IPO Share Option Scheme on 20 OcRilddr.

As at 31 March 2013, details of the options granteder the Pre-IPO Share Option Scheme were
as follows:

Approximate
Exercise percentage
price Outstanding Granted Exercised Lapsed Outstanding of issued
Exercisable per asatl  during during during asat31 share capital
Name of Date of grant  period share January the the the March of the
grantee (dd/mmlyyyy)  (dd/mmlyyyy) (HK$) 2013 period period  period 2013 Company
Director
Sun 20/10/2011 01/01/2013 - 0.96 200,000 - - - 200,000 0.10%
Zhaohui 19/10/2021
Senior 20/10/2011 01/01/2013 — 0.96 1,100,000 - - - 1,100,000 0.55%
management 19/10/2021
and
employees
of the Group
1,300,000 - - - 1,300,000 0.65%

SHARE OPTION SCHEME

The Company’s share option scheme (the “Share @®@icheme”) was adopted pursuant to a
written resolution passed by the shareholders orO2tbber 2011 for the primary purpose of
providing the people and the parties working fa thterests of the Group with an opportunity to
obtain an equity interest in the Company, thusitigkheir interest with the interests of the Group
and thereby providing them with an incentive to kvbetter for the interests of the Group. Up to 31
March 2013, no options were granted to Directolgibde employees and other outside third
parties under the Share Option Scheme.



DIRECTORS’ AND CHIEF EXECUTIVE'S INTEREST IN SHARES , UNDERLYING
SHARES AND DEBENTURES

As at 31 March 2013, the interests of Directors emiéf executive of the Company in the shares,
underlying shares and debentures of the Compaayyoof its associated corporations (within the
meaning of Part XV of the Securities and Futuregi@nce (“SFQO”)) which were notified to the
Company and the Stock Exchange pursuant to Diwgsioand 8 of Part XV of the SFO (including
interests or short positions which they are takewleemed to have under such provisions of the
SFO), or as recorded in the register required tckdyg under Section 352 of the SFO, or as
otherwise notified to the Company and the Stockharge pursuant to the required standard of
dealings by Directors as referred to in Rules ®#ihie GEM Listing Rules, were as follows:

Long positions

Ordinary shares of HK$0.01 each of the Company

Number of
Number of  underlying shares Approximate
issued subject to the Pre- percentage of the
Capacity/ ordinary  IPO Share Option  issued share capital
Name Nature of Interest shares held Scheme of the Company*
Directors
Mr. Wei Sheng Pen’ Interest of a controlled 150,000,000 - 75%
corporation and family
interest
Ms. Liu Li @ Interest of a controlled 150,000,000 - 75%
corporation and family
interest
Mr. Sun Zhaohui Personal interest - 200,000 0.10%
* The percentage represents the number of shadexlying shares interested divided by the numbethe

Company’s issued share as at 31 March 2013.
Notes:

1. LinkBest Capital Group Limited (“LinkBest"), whicis wholly owned by Mr. Wei Sheng Peng, is interdste
90,000,000 shares of the Company. Mr. Wei Shemgy Fealso the spouse of Ms. Liu Li, so he is dekine
be interested in 60,000,000 shares held by OpentuwenGlobal Limited (“Open Venture”), being a
corporation wholly owned by Ms. Liu Li.

2. Open Venture, which is wholly owned by Ms. Liu lg,interested in 60,000,000 shares of the Compahy.
Liu Li is also the spouse of Mr. Wei Sheng Pengslse is deemed to be interested in 90,000,000 shatd
by LinkBest, being a corporation wholly owned by.MVei Sheng Peng.

Save as disclosed above, none of the Directorsttanadhief executive of the Company nor their

associates had any interests or short positioasynshares, underlying shares or debentures of the
Company or any of its associated corporations &4 darch 2013.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERE ST IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 March 2013, according to the registerndériests required to be kept by the Company
under Section 336 of the SFO other than the intemisclosed above in respect of Directors and
chief executive of the Company, the following pasthad interests in shares of the Company, as
notified to the Company and the Stock Exchangélisws:

Long positions

Ordinary shares of HK$0.01 each of the Company

Percentage of

the issued
Number of share capital
issued ordinary of the
Name of shareholders  Capacity/ Nature of Interest shares held Company
LinkBest™ Beneficial owner 90,000,000 45%
Open Venturé? Beneficial owner 60,000,000 30%
Mr. Wei Sheng Penf  Interest of a controlled corporation and familienest 150,000,000 75%
Ms. Liu Li @ Interest of a controlled corporation and familienest 150,000,000 75%

Notes:

1. LinkBest is wholly owned by Mr. Wei Sheng Peng.

2. Open Venture is wholly owned by Ms. Liu Li.

3. Mr. Wei Sheng Peng is the sole shareholder of LagtBwhich is interested in 90,000,000 shares of the
Company and as the spouse of Ms. Liu Li, he is @ekto be interested in 60,000,000 shares held BnOp
Venture, being a corporation wholly owned by Msu Li.

4. Ms. Liu Li is the sole shareholder of Open Ventutgch is interested in 60,000,000 shares of the @2om

and as the spouse of Mr. Wei Sheng Peng, she imatk¢o be interested in 90,000,000 shares held by
LinkBest, being a corporation wholly owned by MreiAsheng Peng.

Save as disclosed above, the Company has not ln¢iiechof any other relevant interests or short
positions in the issued share capital of the Comparat 31 March 2013.

COMPETING INTERESTS

None of the Directors or controlling shareholderthe Company nor their respective associates (as
defined under the GEM Listing Rules) had any irdene a business that competes or may compete
with the business of the Group.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTE D SECURITIES

During the three months ended 31 March 2013, neitteCompany nor any of its subsidiaries has
purchased, sold or redeemed any shares of the Cympa
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INTERESTS OF THE COMPLIANCE ADVISER

As notified by Shenyin Wanguo Capital (H.K.) Lindtg“Shenyin Wanguo”), the compliance
adviser of the Company, neither Shenyin Wanguoitsadirectors or employees or associates had
any interests in the share capital of the Compargng member of the Group (including options or
rights to subscribe for such securities) as at atdi 2013.

Pursuant to the agreement dated 27 October 20&teeninto between Shenyin Wanguo and the
Company, Shenyin Wanguo received and will receeesffor acting as the compliance adviser of
the Company.

AUDIT COMMITTEE

The Company has established an audit committeeDodc®ober 2011, currently comprising three
independent non-executive Directors and is chdselr. Wong Yiu Kit. The rest of the members
are Mr. Tam Yuk Sang, Sammy and Mr. Kong Hing Khe unaudited consolidated results for the
three months ended 31 March 2013 have been revibwdte audit committee in accordance with
GEM Listing Rules. The audit committee was of dpnion that such results complied with the
applicable accounting standards and that adeqisti®sures had been made.

By order of the Board
RENHENG Enterprise Holdings Limited
Sun Zhaohui

Chief Executive Officer

Hong Kong, 9 May 2013

As at the date of this announcement, the execDinextors are Mr. Wei Sheng Peng, Ms. Liu Li
and Mr. Sun Zhaohui and the independent non-exexltirectors are Mr. Tam Yuk Sang, Sammy,
Mr. Wong Yiu Kit and Mr. Kong Hing Ki.

This announcement will remain on the “Latest Compannouncements” page of the GEM
website at www.hkgem.com for at least 7 days flwenday of its posting and on the Company’s
website at www.renhengenterprise.com.
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