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WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(INUS. $)
June 30, December 31,
ASSETS 2015 2014
(Unaudited)
Current assets:
Cash $ 55,784,833 § 34,447,100
Accounts receivable 2,711,796 3,267,810
Inventory 2,774 -
Total current assets 58,499,403 37,714,910
Fixed assets 1,006,024 486,516
Less: accumulated depreciation (331,374) (289,266)
Fixed assets, net 674,650 197,250
Other assets:
Intangible assets, net 25,772 8,667
Other assets 16,912 14,223
Prepaid income taxes 1,614,330 2,341,300
Total other assets 1,657,014 2,364,190
TOTAL ASSETS $ 60,831,067 $ 40,276,350

See accompanying notes to the consolidated financial statements.




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(INUS. $)
June 30, December 31,
LIABILITIES AND STOCKHOLDERS’ EQUITY 2015 2014
(Unaudited)
Current liabilities:
Payroll payable $ 38,695 22,687
Taxes payable 150,663 172,248
Loan from stockholder 294,525 241,561
Accrued expenses and other payables 140,842 154,261
Total current liabilities 624,725 590,757
Commitments and Contingencies
Stockholders’ equity:
Preferred stock: $0.001 par value; 10,000,000 shares authorized; none issued and outstanding - -
Common stock: $0.001 par value; 90,000,000 shares authorized; 58,510,130 shares issued and outstanding at June 30,

2015 and 38,380,130 shares issued and outstanding at December 31, 2014 58,510 38,380
Additional paid-in capital 32,187,299 17,011,131
Retained earnings 22,747,091 18,332,743
Statutory reserve fund 2,524,259 2,033,776
Other comprehensive income 943,055 787,187

Stockholders’ equity before noncontrolling interests 58,460,214 38,203,817
Noncontrolling interests 1,746,128 1,481,776

Total stockholders’ equity 60,206,342 39,685,593
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 60,831,067 40,276,350

See accompanying notes to the consolidated financial statements.




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND OTHER COMPREHENSIVE INCOME (LOSS)
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Sales $ 7,243,941 $ - $  13,424684 $ -
Cost of sales (3,864,137) - (7,115,998) -
Gross profit 3,379,804 - 6,308,686 -
Operating expenses:
Research and development expenses 31,597 23,569 55,385 47,280
Selling and marketing 117,409 43,620 131,362 151,835
General and administrative 163,336 121,732 301,444 244,471
Total operating expenses 312,342 188,921 488,191 443,586
Income (loss) from operations 3,067,462 (188,921) 5,820,495 (443,586)
Interest income 48,592 30,804 81,672 60,900
Income (loss) before provision for income taxes 3,116,054 (158,117) 5,902,167 (382,686)

Provision for income taxes 390,606 5,044 739,841 9,899

See accompanying notes to the consolidated financial statements.




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND OTHER COMPREHENSIVE INCOME (LOSS)
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014

(UNAUDITED, IN U.S. $)

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net income (loss) 2,725,448 (163,161) 5,162,326 (392,585)
Noncontrolling interests (135,942) 8,914 (257,495) 21,114
Net income (loss) attributable to common stockholders 2,589,506 $ (154,247) 4,904,831 $ (371,471)
Earnings (loss) per common share, basic and diluted 005 § (0.00) 011 § (0.01)
Weighted average shares outstanding, basic and diluted 53,864,745 38,380,130 46,165,213 38,380,130
Net income (loss) 2,725,448 $ (163,161) 5,162,326 $ (392,585)
Foreign currency translation adjustment 6,368 45,748 162,125 (277,851)
Comprehensive income (loss) 2,731,816 (117,413) 5,324,451 (670,436)
Comprehensive income (loss) attributable to noncontrolling interests (136,881) 7,248 (264,352) 31,291
Comprehensive income (loss) attributable to common stockholders 2,594,935 $ (110,165) 5,060,099 $ (639,145)

See accompanying notes to the consolidated financial statement.




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE SIX MONTHS ENDED JUNE 30, 2015 (UNAUDITED, IN U.S. §)

Additional Statutory Other
Common Paid-in Retained Reserve Noncontrolling Comprehensive
Stock Capital Earnings Fund Interests Income Total
Balance, December 31, 2014 $ 38,380 $ 17,011,131 $ 18,332,743 $ 2,033,776 $ 1,481,776 § 787,787 $ 39,685,593
Sale of common stock in private placement 20,130 15,176,168 15,196,298
Net income - - 4,904,831 - 257,495 - 5,162,326
Appropriation of statutory reserve - - (490,483) 490,483 - - -
Other comprehensive Income - - - - 6,857 155,268 162,125
Balance, June 30, 2015 (Unaudited) $ 58,510 $ 32,187,299 $ 22,747,091 $ 2,524259 $ 1,746,128  § 943,055 § 60,206,342

See accompanying notes to the consolidated financial statements .




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE SIX MONTHS ENDED JUNE 30, 2015 AND 2014 (UNAUDITED, IN U.S. §)

Six Months Ended
June 30,
2015 2014
Cash flows from operating activities:
Net income (loss) 5,162,326 $ (392,585)
Adjustment to reconcile net income (loss) to net cash provided by (used in) operating activities:
Depreciation and amortization 47,906 45,103
Change in operating assets and liabilities:
Decrease in accounts receivable 553,325 137
(Increase) decrease in inventory (2,774) 13,150
Decrease in prepaid expenses - 35,934
Decrease in prepaid income taxes 726,970 19,329
(Decrease) in accounts payable - (107)
Increase (decrease) in payroll payable 16,008 (904)
(Decrease) increase in taxes payable (21,585) 11,078
(Decrease) increase in accrued expenses and other payable (13,419) 31,892
Net cash provided by (used in) operating activities 6,468,757 (236,973)
Cash flows from Investing activities:
Purchase of property, plant and equipment (519,508) -
Purchase of intangible assets (22,032) -
Net cash used in investing activities (541,540) -
Cash flows from financing activities:
Stockholder loans 51,898 4,095
Proceeds from sale of common stock 15,196,298 -
Net cash provided by financial activities 15,248,196 4,095
Effect of exchange rate changes on cash 162,320 (275,776)
Net change in cash 21,337,733 (508,654)
Cash, beginning 34,447,100 35,146,245
Cash, ending 55,784,833 § 34,637,591
Supplemental disclosure of cash flow information:
Cash paid for income taxes - 3 =
Cash paid for interest - 3 =

See accompanying notes to the consolidated financial statements .




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

ORGANIZATION

Wonhe High-Tech International, Inc. (the “Company” or “Wonhe High-Tech”) was incorporated in the State of Nevada on August 13, 2007. The
Company changed its name from Baby Fox International, Inc. to Wonhe High-Tech International, Inc. on April 20, 2012. On June 27, 2012, the Company
acquired all of the outstanding capital stock of World Win International Holding Ltd. or “World Win” in exchange for 19,128,130 shares of the
Company’s common stock (the “Share Exchange”).

As a result of the acquisition, the Company’s consolidated subsidiaries include World Win, the Company’s wholly-owned subsidiary, which is
incorporated under the laws of the British Virgin Island (“BVI”), Kuayu International Holdings Group Limited (Hong Kong), or “Kuayu,” a wholly-
owned subsidiary of World Win which is incorporated under the laws of Hong Kong, Shengshihe Management Consulting (Shenzhen) Co., Ltd., or
“Shengshihe Consulting,” a wholly-owned subsidiary of Kuayu which is incorporated under the laws of the People’s Republic of China (“PRC”). The
Company also consolidates the financial position and results of operations of Shenzhen Wonhe Technology Co., Ltd., or “Shenzhen Wonhe,” a company
incorporated under the laws of the PRC which is effectively and substantially controlled by Shengshihe Consulting through a series of captive
agreements. Shenzhen Wonhe is considered a variable interest entity (“VIE”) of Shengshihe Consulting.

Shenzhen Wonhe is a Chinese entity established on November 16, 2010 with registered capital of $7,495,000. It specializes in the research and
development, outsourced-manufacturing and sale of hi-tech products based on x86 (instruction set architecture based on the Intel 8086 CPU) and ARM
(32-bit reduced instruction set architecture). Current products still under research and development include a Smart Media Box (SMB), Home Smart
Server (HSS), Mini PC (MPC), All in One PC (AIO-PC), Business PAD (B-PAD), and Portable PAD (P-PAD). The Company started to sell its new
product HMC 720 in the last quarter of 2014. In addition, the Company started to sell another new product, a Wi-Fi-Router with model number YLT-
100S, during the first quarter of 2015 and model number YLT-300S during the second quarter of 2015. As explained by the Company, YLT-100S is
mostly used by individuals, and YLT-300S is primarily used in shopping malls. The Company is located in Shenzhen, Guangdong Province, China.

On May 30, 2012, Shenzhen Wonhe entered into (i) an Exclusive Technical Service and Business Consulting Agreement, (ii) a Proxy Agreement, (iii)
Share Pledge Agreement, and (iv) Call Option Agreement with Shengshihe Consulting. The foregoing agreements are collectively referred to as the “VIE
Agreements.”




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

ORGANIZATION (continued)

Exclusive Technical Service and Business Consulting Agreement: Pursuant to the Exclusive Technical Service and Business Consulting
Agreement, Shengshihe Consulting provides technical support, consulting, training, marketing and business consulting services to Shenzhen Wonhe as
related to its business activities. In consideration for such services, Shenzhen Wonhe has agreed to pay as an annual service fee to Shengshihe
Consulting, 95% of Shenzhen Wonhe’s annual net income plus an additional monthly payment of approximately $8,165 (RMB 50,000). The agreement
has an unlimited term and can only be terminated by mutual agreement of the parties.

Proxy Agreement: Pursuant to the Proxy Agreement, the stockholders of Shenzhen Wonhe agreed to irrevocably entrust Shengshihe Consulting to
designate a qualified person, acceptable under PRC law and foreign investment policies, to vote all of the equity interests in Shenzhen Wonhe held by
each of its stockholders. The Agreement has an unlimited term and only can be terminated by mutual agreement of the parties.

Call Option Agreement: Pursuant to the Call Option Agreement, Shengshihe Consulting has an exclusive option to purchase, or to designate a purchaser
for, to the extent permitted by PRC law and foreign investment policies, part or all of the equity interests in Shenzhen Wonhe held by each of its
stockholders. To the extent permitted by PRC laws, the purchase price for the entire equity interest is approximately $0.16 (RMB1.00) or the minimum
amount required by PRC law or government practice. This Agreement remains effective until all the equity interests under the Agreement have been
transferred to Shengshihe Consulting or its designee.

Share Pledge Agreement: Pursuant to the Share Pledge Agreement, the stockholders of Shenzhen Wonhe pledged their shares to Shengshihe Consulting
to secure the obligations of Shenzhen Wonhe under the Exclusive Technical Service and Business Consulting Agreement. In addition, the stockholders of
Shenzhen Wonhe agreed not to transfer, sell, pledge, dispose of or create any encumbrance on their interests in Shenzhen Wonhe that would affect
Shengshihe Consulting’s interests. This Agreement remains effective until the obligations under the Exclusive Technical Service and Business
Consulting Agreement, Call Option Agreement and Proxy Agreement have been fulfilled or terminated.




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

1. ORGANIZATION (continued)

After the Share Exchange, the Company’s current organization structure is as follows:

Wonhe High-Tech Imemational, Inc., a Nevada corporation

1007

L

World Win |stermational Holding Lidl (BVI), 2 BY] corporation

1008

Kuayu International Holdings Group Limited {Hong Kong), a Hong Kong corporation

Outside FRC

Inside PRC 100% ¥

Shergshibe Management Consaliing (Shenzhen) Co., Lid., a Chinese Corporation

Contractual Relationships

Shenzhen Wonhe Techmology Co, Lid, a Chinese corperation

See Note 13 for subsequent events and changes to the above corporate structure.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting and Presentation
The accompanying consolidated financial statements have been prepared on the accrual basis of accounting. The consolidated financial statements as of
and for the three and six months ended June 30, 2015 and 2014 include Wonhe High-Tech, World Win, Kuayu, Shengshihe Consulting and its

VIE, Shenzhen Wonhe. All significant intercompany accounts and transactions have been eliminated in consolidation.

The unaudited interim consolidated financial statements of the Company as of June 30, 2015 and for the three and six months ended June 30, 2015 and
2014, have been prepared in accordance with accounting principles generally accepted in the United States of America and the rules and regulations of the
SEC which apply to interim financial statements.




WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of Accounting and Presentation (continued)

Accordingly, they do not include all of the information and footnotes normally required by accounting principles generally accepted in the United States
of America for annual financial statements. The interim consolidated financial information should be read in conjunction with the consolidated financial
statements and the notes thereto, included in the Company’s Form 10-K for the year ended December 31, 2014, previously filed with the SEC. In the
opinion of management, the interim information contains all adjustments, consisting only of normal recurring adjustments, necessary for a fair
presentation of the results for the periods presented. The results of operations for the three and six months ended June 30, 2015 are not necessarily
indicative of the results to be expected for future quarters or for the year ending December 31, 2015.

Variable Interest Entity

Pursuant to Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 810, “Consolidation” (“ASC 8107), the
Company is required to include in its consolidated financial statements, the financial statements of its variable interest entity (“VIE”). ASC 810 requires a
VIE to be consolidated by a reporting entity if it reporting entity is subject to a majority of the risk of loss for the VIE or is entitled to receive a majority
of the VIE’s residual returns. VIEs are those entities in which a reporting entity, through contractual arrangements, bears the risk of, and enjoys the
rewards normally associated with ownership of the entity, and therefore the reporting entity is the primary beneficiary of the VIE.

Under ASC 810, a reporting entity has a controlling financial interest in a VIE, and must consolidate that VIE, if the reporting entity has both of the
following characteristics: (a) the power to direct the activities of the VIE that most significantly affect the VIE’s economic performance; and (b) the
obligation to absorb losses, or the right to receive benefits, that could potentially be significant to the VIE. The reporting entity’s determination of
whether it has this power is not affected by the existence of kick-out rights or participating rights, unless a single enterprise, including its related parties
and de facto agents, have the unilateral ability to exercise those rights. Shenzhen Wonhe’s stockholders do not hold any kick-out rights that affect the
consolidation determination.

Through the VIE agreements disclosed in Note 1, the Company is deemed the primary beneficiary of Shenzhen Wonhe and, accordingly, the balance
sheets, results of operations and cash flows of Shenzhen Wonhe have been included in the accompanying consolidated financial statements. Shenzhen
Wonhe has no assets that are collateral for or restricted solely to settle its obligations. The creditors of Shenzhen Wonhe do not have recourse to the
general credit of Shengshihe Consulting or its parent entities.
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WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Variable Interest Entity (continued)

Principally, almost of the assets recorded on the balance sheets of the Company are owned by Shenzhen Wonhe. In addition, all of the unrecognized
revenue-producing assets of the Company are owned by Shenzhen Wonhe. Likewise, all of the recognized assets of Shenzhen Wonhe are recorded on the

Company’s balance sheets, and all of the unrecognized assets of Shenzhen Wonhe are utilized for the benefit of the Company.

The following are financial statement amounts and balances of Shenzhen Wonhe that have been included in the accompanying consolidated financial
statements.

June 30, December 31,
ASSETS 2015 2014
(Unaudited)
Current assets:
Cash $ 40415317 $ 34,228,266
Account receivable 2,711,796 3,267,810
Inventory 2,774 -
Total current assets 43,129,887 37,496,076
Fixed assets, net 674,650 197,250
Other assets:
Intangible assets 25,772 8,667
Other assets 16,912 14,223
Prepaid income taxes 1,614,330 2,341,300
Total other assets 1,657,014 2,364,190
TOTAL ASSETS $ 454615551 $ 40,057,516
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WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Variable Interest Entity (continued)

June 30, December 31,
LIABILITIES 2015 2014
(Unaudited)
Current liabilities:

Payable to WFOE (1) $ 25922042 $ 21,029,629
Due to Wonhe High-Tech International, Inc. 2) 9,925,171 9,882,600
Payroll payable 37,194 21,192
Taxes payable 89,060 116,629
Accrued expenses and other payables 487,563 401,584
Total current liabilities 36,461,030 31,451,634
TOTAL LIABILITIES $ 36,461,030 $ 31,451,634

(1) Payable to WFOE represents amounts due to Shengshihe Consulting under the Exclusive Technical Service and Business Consulting Agreement for
consulting services provided to Shenzhen Wonhe in exchange for 95% of Shenzhen Wonhe’s net income and monthly payments of RMB 50,000
(approximately US$8,165). The monthly payments have been paid in full as of June 30, 2015.

(2) Due to Wonhe High-Tech International, Inc. represents the cash received by Shenzhen Wonhe for the sale of 14,480,000 common shares issued by
Wonhe High-Tech International, Inc. on May 2, 2013 at $0.68 each (total approximately US$9,850,000). In April 2015, 20,130,000 common shares
were sold by Wonhe High-Tech International, Inc. in China at $0.77 each (Approximately US$15,500,000) which proceeds were received by
Shenzhen Wonhe. On April 9, 2015, the Company entered a funds custody agreement with Shengshihe Consulting and set up an escrow account for
the proceeds from the sale of these shares. Under the custody agreement, Shengshihe Consulting will oversee the use of these proceeds. These
proceeds cannot be utilized without the prior written approval of the Company’s Board of Directors.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Sales $  7,243941 $ - $ 13,424,684 $ -
Net income (loss) @) $  2,718856 § (162,074) $ 5,149,908 $ (384,315)

(3) Under the Exclusive Technical Service and Business Consulting Agreement, 95% of the net income is to be remitted to the WFOE.

12




2.

WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Variable Interest Entity (continued)

For the Six Months Ended
June 30,
2015 2014

(Unaudited) (Unaudited)

Net cash provided by (used in) operating activities $ 6,538,650 $ (346,129)
Net cash (used in) investing activities (541,652) -
Net cash provided by financing activities 52,909 4,189
Effect of exchange rate changes on cash 137,144 (206,787)
Net change in cash $ 6,187,051 § (548,727)

The Company believes that Shengshihe Consulting’s contractual agreements with Shenzhen Wonhe are in compliance with PRC law and are legally
enforceable. The stockholders of Shenzhen Wonhe are also the senior management of the Company and therefore the Company believes that they have
no current interest in seeking to act contrary to the contractual arrangements. However, Shenzhen Wonhe and its stockholders may fail to take certain
actions required for the Company’s business or to follow the Company’s instructions despite their contractual obligations to do so. Furthermore, if
Shenzhen Wonhe or its stockholders do not act in the best interests of the Company under the contractual arrangements and any dispute relating to these
contractual arrangements remains unresolved, the Company will have to enforce its rights under these contractual arrangements through the operations of
PRC law and courts and therefore will be subject to uncertainties in the PRC legal system. All of these contractual arrangements are governed by PRC
law and provide for the resolution of disputes through arbitration in the PRC. Accordingly, these contracts would be interpreted in accordance with PRC
law and any disputes would be resolved in accordance with PRC legal procedures. As a result, uncertainties in the PRC legal system could limit the

Company’s ability to enforce these contractual arrangements, which may make it difficult to exert effective control over Shenzhen Wonhe, and its ability
to conduct business may be adversely affected.
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WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the United States of America requires management
to make estimates and assumptions that affect certain reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting periods. Actual results could differ from those
estimates.

Foreign Currency Translation

Almost all of the Company’s assets are located in the PRC. The functional currency for the majority of the operations is the Renminbi (“RMB”). For
Kuayu, the functional currency for the majority of its operations is the Hong Kong Dollar (“HKD”). The Company uses the US Dollar for financial
reporting purposes. The consolidated financial statements of the Company have been translated into US dollars in accordance with FASB ASC 830,

>

“Foreign Currency Matters.’

All asset and liability accounts have been translated using the exchange rate in effect at the balance sheet date. Equity accounts have been translated at
their historical exchange rates when the capital transactions occurred. The consolidated statements of income (loss) and other comprehensive income
(loss) amounts have been translated using the average exchange rate for the periods presented. Adjustments resulting from the translation of the
Company’s consolidated financial statements are recorded as other comprehensive income (loss).

The exchange rates used to translate amounts in RMB into US dollars for the purposes of preparing the consolidated financial statements are as follows:

June 30, December 31,
2015 2014
Balance sheet items, except for stockholders’ equity, as of periods end 0.1632 0.1625
Three Months Ended Six Months Ended
June 30 June 30
2015 2014 2015 2014
Amounts included in the statements of income and cash flows for the periods 0.1633 0.1628 0.1629 0.1628
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WONHE HIGH-TECH INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(UNAUDITED, IN U.S. $)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign Currency Translation (continued)

For the three months ended June 30, 2015 and 2014, foreign currency translation adjustments of $6,368 and $45,748 and for the six months ended June
30, 2015 and 2014, foreign currency translation adjustments of $162,125 and $(277,851), respectively, have been reported as other comprehensive income
(loss). Other comprehensive income (loss) of the Company consists entirely of foreign currency translation adjustments. Pursuant to ASC 740-30-25-17,
“Exceptions to Comprehensive Recognition of Deferred Income Taxes,” the Company does not recognize deferred U.S. taxes related to the undistributed
earnings of its foreign subsidiaries and, accordingly, recognizes no income tax expense or benefit from foreign currency translation adjustments.

Although government regulations now allow convertibility of the RMB for current account transactions, significant restrictions still remain. Hence, such
translations should not be construed as representations that the RMB could be converted into US dollars at that rate or any other rate.

The value of the RMB against the US dollar and other currencies may fluctuate and is affected by, among other things, changes in the PRC’s political and
economic conditions. Any significant revaluation of the RMB may materially affect the Company’s financial condition in terms of US dollar reporting.

Revenue and Cost Recognition

The Company receives revenues from the sale of electronic products. The Company’s revenue recognition policies are in compliance with SEC Staff
Accounting Bulletin (“SAB”) 104 (codified in FASB ASC Topic 605). Sales revenue is recognized when the products are delivered and when customer
acceptance occurs, the price is fixed or determinable, no other significant obligations of the Company exist and collectability is reasonably assured.
Finished goods are delivered from outsourced manufacturers to the Company. Revenue is recognized when the title to the products has been passed to the
customer, which is the date the products are picked up by the customer at the Company’s location or delivered to the designated locations by Company
employees and accepted by the customer and the previously discussed requirements are met. The customer’s acceptance occurs upon inspection at the
time of pickup or delivery by signing an acceptance form.

The Company does not provide its customers with the right of return. A 36-month warranty is offered to customers for exchange or repair of defective
products, the cost of which is substantially covered by the outsourced manufacturers’ warranty policies as specified in the contract between the Company
and its outsourced manufacturers. As a result, the Company does not recognize a warranty liability. Payments received before all of the relevant criteria
for revenue recognition are met are recorded as advances from customers.
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SUMMARY OF SIGNIFICANT 