Heng Xin China Holdings Limited
BEEPEZEEBRLF

(Incorporated in Bermuda with limited liability)
ENGAIN wasssfiozaRA7)

B mm (Stock Code A& {7155 : 8046)

Annual Report 2008/2009 & 3§

* For identification purpose only {£ i 7% 5l



IMPORTANT NOTICE

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”)
OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE”)

GEM has been positioned as a market designed to
accommodate companies to which a higher investment risk
may be attached than other companies listed on the Stock
Exchange. Prospective investors should be aware of the
potential risks of investing in such companies and should make
the decision to invest only after due and careful consideration.
The greater risk profile and other characteristics of GEM mean
that it is a market more suited to professional and other
sophisticated investors.

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

Hong Kong Exchanges and Clearing Limited and The Stock
Exchange take no responsibility for the contents of this report,
make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any
part of the contents of this report.

This report, for which the directors of Heng Xin China Holdings
Limited (the “Directors”) collectively and individually accepf full
responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on GEM of the Stock
Exchange (the “GEM Listing Rules”) for the purpose of giving
information with regard to Heng Xin China Holdings Limited. The
Directors, having made all reasonable enquiries, confirm that,
to the best of their knowledge and belief: i. the information
contained in this report is accurate and complete in all material
respects and not misleading; ii. there are no other matters the
omission of which would make any statement in this report
misleading; and iii. all opinions expressed in this report have
been arrived at after due and careful consideration and are
founded on bases and assumptions that are fair and
reasonable.
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Heng Xin China Holdings Limited (the “Company”) was EXFRBEERER AR ([AQF) N -_TT =
incorporated as an exempted company with limited liability in =~ £ AN BIREBEERE— LN\ —F R a0E (&
Bermuda on 9 September 2002 under the Companies Act 1981  E:]) RABRETMK I ATHREER A F
of Bemuda (as amended). The Company’s shares were listed ARABRNHN _EZ =00 F+75HREIER
on GEM on 16 April 2003. The following is a corporate chart of £ > TEAARARRETBHBATEEA
the Company and its principal subsidiaries up to the date of this k& B Hi 2 A a1 2R#EE -

report.
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STATEMENT FROM CHIEF EXECUTIVE OFFICER

A7 8RB B

On behalf of the board of Directors (the “Board”) of Heng Xin
China Holdings Limited (formerly known as Tiger Tech Holdings
Limited) (the "Company”), | am pleased to present the annual
report of the Company and its subsidiaries (collectively the
“Group”) for the financial year ended 30 June 2009.

FINANCIAL PERFORMANCE

I am very pleased to report that the financial year ended
30 June 2009 has proved to be a major turnaround year for the
Group as a result of the two major acquisitions completed on
23 September 2008. The Group has entered info new business
areas that provide significantly improved profit margin and
prospects.

For the financial year ended 30 June 2009, the Group recorded
a significant increase in consolidated turnover and profit
attributable to equity holders of approximately HK$339.4 million
and approximately HK$110.7 million respectively, compared to
a consolidated turnover of approximately HK$32.8 million and
a loss attributable to equity holders of approximately HKS$15.8
million in the previous financial year. The basic earnings per share
was approximately HK11.28 cents, compared to the basic loss
per share of approximately HK2.86 cents of the last financial year.

BUSINESS REVIEW AND FUTURE PROSPECTS

The Group has become the biggest wireless digital TV equipment
in’reQro’ror and integrated circuits (*IC”) designer in China,
specialising in advanced encryption IC, wireless digital audio
IC, and'system solutions. Governments, businesses and end-users
have great demand for our products and services. Our
corporate identity is befter known today and associaftes well
with many name brand giants domestically and internationally.
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During the year, the Group continues to provide security IC and
arange of information safety products for a number of reputable
customers in China and, as the largest wireless audio baseband
IC supplier in the world, provide wireless multimedia fransmission
baseband IC, which was developed from in-depth research and
development of the Group. Based on the successful model in
Hunan, the Group has recently signed a contract with Hubei
province and plans to further engage in two or three provinces
in the PRC in the coming year.

We are optimistic that the business opportunities in mainland
China will remain buoyant. The Group will further consolidate its
leading position in the information safety, gaming and PC
markets products, multimedia transmission, and will more
aggressively expand applications in the wireless digital TV and
mobile communication markets. Our fast growing partnership
and customer base calls for a more advanced and cost
effective operational base for the Group. The Board envisioned
that these collaborations will bring long-term benefits to the
Group.

Finally, on behalf of the Board, | would like to take this opportunity
to extend our sincere gratitude to our customers, business
partners and shareholders for their continuous and valuable
support to the Group. | would also like to express my heartfelt
appreciation to all our dedicated staff for their hard work and
efforts over the year.

Xiao Yan
Chief Executive Officer

15 September 2009
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I. THE GROUP

The Group is in the business of providing high performance,
high safety standards and cost effective integrated circuits
and systems. Leveraging on its advance proprietary core
technology, the Group is successful in breaking into new
markets which deploy its technology serving clients such
as government enterprises, businesses and the public

consumers in the PRC.

The principal businesses of the Group include the design
of advanced security CPU chips dedicated for government
enterprises; information safety soffware design and systems;
wireless multimedia fransmission baseband integrated
circuits and product design services, and state standards
ground wireless digital TV network equipment integration

systems and services.

At present, the Group has identified a very significant
business opportunity in the ground wireless digital TV
network equipment infegration and system solution sector
and hence has appropriately been dedicating resources
to capture the significant economic benefits from this

opportunity.

II. BUSINESS REVIEW

Since the completion of the two major acquisitions in
September 2008, the Group has been focusing on the
following core technologies and/or business areas:

1)  The ground wireless digital TV network equipment
infegration business, which leverages on the Group’s
key technology - 32-bit security infegrated circuits -
that guarantees maximum security of Conditional
Access ("CA") system to ensure the security, reliability
and efficiency of the wireless digital TV integrated

operating network offered by the Group. The Group
also has a vast resource of experienced professionals
for network design, planning and construction under
various geographical conditions. These professionals
mostly are recruited from prominent enterprises in
China and overseas with relevant technical training
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and experience. They have deep understanding of
and practical experience in the state standards, and
can assist the TV operators in planning and
construction of the best ground wireless tfransmission
network.

2) The information safety technology business. The
technology and ifs intellectual property rights are
mainly inherited from and further developed based
on the 32-bit security CPU design technology of Beijing
Hengtai Technologies Co., Ltd. ("Beijing Hengtai”),
which granted a licence in 2008 to the Group’s
subsidiary, Beijing Jingiao Hengtai Technology
Company Limited ("Beijing Jingiao™) for its use under
an exclusive agreement for a term of 20 years. As a
result of this, the Group is one of the few suppliers in
the PRC information safety field which is able to mass-
produce 32-bit security CPU chips.

3) The design technology and the intellectual property
rights of the wireless multimedia transmission
baseband integrated circuits. The technology and IP
rights which were developed from in-depth research
and development in Huzhou Maxium IC Design Co.,
Limited ("Huzhou Maxium”) since 2005, were
conftributed as capital contribution upon the
establishment of Huzhou Maxium.

During the year, the Group has developed and
implemented the provision of technology and equipment
infegration for ground wireless digital TV. The Group has
entered info an agreement with Hunan Mobile TV Co., Ltd.
("Hunan MTV”) to exclusively undertaking the provision of
network systems and related hardwares for ground wireless
digital TV project in the Hunan province. It has completed
the constfruction of front end of the wireless digital TV
platform in the province and has commenced bulk sales
of the terminals/set-up-boxes, which will be a large profit
contributor to the Group for the next few years. Based on
the already established model in Hunan, the Group has
also signed a framework agreement with #1t & # X fh 18 43
# BB & T2 T in Hubei province in August 2009 as the main
contactor for the latter’s ground wireless digital TV project
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and plans to further engage in two or three provinces in HEREAREFTEN  ERouaME
the PRC in the coming year. In addition, the Group is well EgTERMS -
positioned and plans to expand info the markets of cable

digital TV, fwo-way upgrade and digital satellite television.
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As a leading hi-tech company, the Group has successfully
implemented a “four in one” network to provide seamless
video, audio, data and mobile communication. With

regard to the wireless digital TV project in Hunan, the Group

infegrated the world advanced TANDBERG encoders and

HARRIS high-power wireless transmitters with the PRC
ground digital TV standards info an infegrated platform
supporting wireless digital TV business through innovative
application of its proprietary automatic equipment
recognition software, access right setting software, wireless
networks optimizing fechnology and high-speed data
access technology. In addition, the Group’s 32-bit LOADER
software is installed in set-up-boxes o ensure the needed

balance between the openness of STB and CA and the
security of the conftrolled transmission platform of wireless

e
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digital TV.
During the year under review, the Group entered into the
wireless digital audio integrated circuits business. Growth
was mainly driven by the following three types of wireless RIEEEm
1. NEERZERER  WEKT
EERRHEBER
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peripheral products:
1. Home wireless multimedia products, such as wireless stereo
85 EEEHWTE  SHEERE -
LR EH - ERAE T ERRE
T BEHERE

headphones and education products
O =

The Group has a number of core technologies in the
wireless audio baseband integrated circuits and the
products design, including high fidelity compression
calculation, baseband transmission protocol, audio
processing, security fransmission, data error correction
and anti-interference freatment, which are the major
factors considered when its clients choose its products.
These core technologies are also the solid foundation
for the Group to continue to launch wireless audio
high-definition integrated circuits to maintain its
leadership in terms of the fechnologies and the
volume of shipments of its products in the global
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In addition to its existing major customers, such as
Philips, the Group strives to strengthen its marketing
effort to further increase its market shares and build
up its brand recognition among high-end customers.
The Group employs similar cooperation model with
Philips to intfroduce its product design with certain
famous domestic brands in the home wireless
mulfimedia market.

Products for games and PC market

Although the Group has established strategic
cooperation with Shouhua and My-Power Technology,
both of which are the world’s largest wireless
accessory solution providers in the game market, it
did not record a significant growth of business due
mainly to the adverse effect of the global financial
crisis. However, the Group has commenced to supply
its products to the largest dealer of wireless game
accessories in the world, and the economic results of
which will be better felt in the coming quarters.

Wireless communication products

The Group enters this new market as it compliments
its existing product lines. With better preparation for
entering the 3G communication market, the Group
has made a good start and partnered with China’s
biggest mobile phone operator to become its sole
provider of wireless solution for ferminals for mobile
home multimedia systems in China.

This business segment has been focusing on export
sales market and developing domestic sales market
and has established various strategic partnerships
with, and makes bulk supply to, its major customers,
including Philips, Taiwan Shouhua, My-power
Technology and i &R . Benefiting from the positive
stimulation of favourable government policies and
increase in domestic demand for its products this year,
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this business segment is growing rapidly despite the
severe global financial crisis. The number of its new
customers in the overseas markets has also
experienced a substantial increase in recent months
responding to the early signs of economic recovery.
The Group will make further effort to identify other
overseas first-class customers and well-known
domestic customers to increase its market share and
Z-BREREN
RERARBERAPREEZP o i
THISERAPFECRERTAEE
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BRPRBFSR—HERR NG T
© AREFRA

BEBE I

B HAg
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brand recognition.

lll. FUTURE GROWTH DRIVER
Currently, there are more than 400 million TV subscribers in
the PRC, among which, 150 million subscribers in urban
areas are covered mainly by cable. About 70 million
subscribers in 9 remote border provinces and remote
mountainous areas are covered by satellite benefiting from
the Centfral Government’s “village to village” project,

which was funded and constructed by the government. In
addition, 200 million home subscribers in inland plains and

RTHDHWEESHTEREXNE

B —ZZTRFENA AEEEEED

hilly areas will be covered by ground wireless digital TV
EHTHPEECHNRFTERMEERES

R 2E ([MEEIR]) (GB20600-2006)

BFERRKREE -

W e RMHEERKERAE T

AIRHE
B (WHEHESRBTER) BETER -

network.
In order to promote ground wireless digital TV business,
BREREGER - T—AFBesH

Ministry of Information Industry issued the PRC’s own Digital

Terrestrial Television Broadcasting Transmission Standards
(referred to as “National Standards”) (GB20600-2006) in
August 2006, which paved the way for migrating the ground

wireless TV to full digitization (ground wireless digital TV). By

2015, analog TV transmission will completely be phased out.
=IEEA -

BEZRH LR - F @M EE LI
(ER==DINURERETE S

WRIETT TR E
PRI AERBFEREEHNER
ENMHESRBRFERBERNAL T

Following the issue of the National Standards, the local
WX MR -

broadcasting and TV authorities have implemented the

construction plans. However, as upfront implementation
focused in the construction of cable digital TV networks in

urban cities. The digitalization migration for ground wireless
digital TV networks for the rural areas was largely neglected.
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The spokesman of the State Administration of Radio, Film
and Television ("SARFT”) recently announced that the
ground wireless digital TV will be rolled out in a broad scale
and it plans to take three to five years for the construction
of the ground wireless digital TV and broadcasting system
across the country. According o SARFT’s plan, the wireless
ground digital TV construction will be carried out in fwo
phases: the first phase will cover 37 large and medium cities;
and the second phase will cover 333 local cities and 2,861
municipals. Excluded the remote mountainous areas, the
ground wireless digital TV signal is scheduled to cover 90%
of the TV subscribers in the PRC in three years.

The design and construction of ground wireless TV network
requires to use completely new design concepts, special
technology and most important of all, the indepth
understanding of industry specific knowledge, application
know-how and experience. The Group’s professional feam
is well equipped with the required credentials to participate
in the design and implementation of provincial-wide
integrated wireless fransmission systems.

As of the end of 2008, a total of 800,000 to 200,000
subscribers have subscribed for these networks and the
subscriber base is expected to reach 1,500,000 to 2,000,000
in 2009. This will be a great start for the Group to proactively
explore this extensive market as in the subsequent three to
five years, 200 million subscribers will eventually be required
to migrate to the ground wireless digital TV transmission.

RERERER (AREELR]) %
ABGE A - 2EEEMEESET
BN FEACEAFRHHEEREES
BRI E RGBT ERERE RS o 1R
BRESARNRE  HEERSKHETE
ﬁ%iynﬁﬂ%&ﬁﬁ:%_%xt
EI7TERFMTTKESE ¢ & B
EEE 333 LA K2 2,861 @ 7 - fE=
FABRYEHEAEGHTERER
WEZ  BRERLRI  ZEEI0%
WERAP -

MEERERPRNRGT RERFTER
RAE2FeER R s RER M - M&xE
TR B RETEZMAE  ERA
BREBRBRARE - AEBNHEXEE
BAESLARFTNEREEBLERS
REGHWAFERE -

BE_ZTTN\FE - LUBKEAEE
FAFB8OZEEF T NFEEAR
FAFHER50E2008 F - AEE KR
hEBEEANTS  REN=ZERF
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Taking advantages of its advanced core fechnology,
possessing the largest professional implementation team
in the PRC and good partnership allionces with domestic
and foreign enterprises, the Group has become the largest
wireless ground digital TV business network equipment
integrator in the PRC with resourceful financial capability
and leading technologies and know-how. At present, the
Group is the most famous provincial level wireless TV
operating networks and equipments intfegrator. The total
contfracted amount entered intfo with Hunan and Hubei
provinces reached RMB4,500 million, and the proposed
contracted amount from MOUs from other provinces
reached RMB5,500 million. By 2015, the Group hopes to
have completed the construction of wireless digital TV
networks in 8 fo 10 provinces with a total business that could
reach RMB20 billion.

RESEARCH & DEVELOPMENT

The Group accelerated its R&D efforts during the year.
Beijing Jingiao has obtained the status as software
entferprise approved by Ministry of Industry and Information
Technology and has obtained the certification as an
integrated circuit designer.

Each of the Group’s R&D research achievements has
obtained proprietary intellectual property rights in China.
These R&D achievements are now being commercialized

“and starting to generate revenues for the Group. The Group

also has numerous R&D projects underway, a number of
which are in the process of applying for protection under
the intellectual property rights.

AREBRFERENZORMN - HEBER
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B HtE BT EERNAREE
BEEARMESSET B -ZE—HF K
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FERREER  BEBAEIARE
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Information security and wireless communication, the two
core technologies of the Group, are under continuous in-
depth research and development to enhance the
competitiveness of the Group and to improve its products
mainly in terms of, among others, costs, performance and
wider application. Of the on-going R&D activities/products,
the activities below are worthy of mentioning:

the Group is putting resources in the development of
new CA encrypted chips. The affiliated companies
of the Group have offered great assistance in the
technology, marketing and project planning of the
product. Two products will be launched in the near
future: a low cost CA encrypted chip for the existing
market and compatible with DVB, and a high-end
convertible CA encrypted chip of high performance
available to the high-end market which is scheduled
to be put on the market next year.

as an integrated supplier of wireless audio short-range
products from integrated circuits fo solutions, the
Group is committed to develop higher standard of
fransmission chips to and has designed an audio
fransmission chip with super low power consumption
and significantly reduced cost.

the Group is developing a wireless video transmission
chip, a brand new and high tech product, in
collaboration with industry leader in the world. Such
development would be frend setting for the wireless
video transmission industry in China and will be
recognized by leading companies in the world.

the Group’s new wireless communication power
integrated circuits have been applied to support in
mobile phones. The research and development of
new chips of higher level of integration is also
underway.

\\\

B EERERAF 5‘15

2008/20094 3 ?/

MANAGEMENT DISCUSSION AND ANALYSIS
T BILRE w wiw Be 5> B

REBEFEHMAZOEMN (BAZ2M
BBE) DEREETRENE B
AEENGF N REATETESEE
fn o EFREEAA - R RIEFTEME
HE - LT RRER —RHFETEE
B Em

- AKEHERAERWFEFOHCAN
BOR - SR EAEERLE AR
BN T - AR - M5 RIA
BRI ESERTRANED - R
RGEHLRRER - —KEEH
REMSRKEETEIZOVB)ME
BCARCAIESF » WA K BBF i
H—REMtEEEsn A RENG
mCAME T e

—  {EREREIEREATA DIFRT
=NEERER  AREES O
HESMENEE L, - EEHEE
SIS F 77 R ET R REL AR
ARB A Fr e

- AKETLEEEFREBLNTH AT
—EREESGAEETH  ER
REMA  EeMREWOREKR-E
HERBARRT HEEKERE
BITENERBE  TEESHR

VNG

— AREFNEKBEDRCHBE

FEFIIE T o RIPTRIEET BT
BB & A M

Y

([N



HENG XIN CHINA HOLDINGS LIMITED
ANNUAL REPORT 2008/2009

%4
N
MANAGEMENT DISCUSSION AND ANALYSIS

\\\\\\H

NS
REBBE—FERECEEANLTS
BEMEASKMSENER  Z2HEES
TR RRERETE

4t 2k
B PH i o i B o3 e
The Group will further consolidate its leading position in the
information safety, gaming and PC markets products,
multimedia transmission, and will more aggressively expand GRS
BMBEEFBABRANERTSE -

the applications in the wireless digital TV and mobile
E:TT

RNE BRI R LR 2 EIE R %k R

I 7E B AT 48 B B P ) ST 1R

Frari&e
T HEAFEBGL THEBEGBFERE

Al
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communication markefts.

PROSPECTS
HRBEAMSZER -

Taking advantage of its state of the art technology and its
license in the security field and under the support of
relevant government authorities, the Group has identified

and is engaging in the a huge market in the wireless digital
RPERFERETGARE - BT

BERMHREEKR - WARNE LR

B -EZREXEELERNRE  —T—
TEREKEREGRINBRFERNE

B GERBEREMNEZHNERAL YR
REEBRARFEEE - MBR - AEH
EREHMEER  AENBEEEE

FEMAMEERBFERZMHAER
MERBEKRBEER - AEEBEHE

—FREEETS T —FESRME
“EERARMERBEFTERES > I
AER T -RFTBRHAM  RNAE

TV field.

The prospects of PRC digital TV market is significantly
promising and is still at its infancy stage. As planned by
SARFT, completion of switch from analog to digital TV will

take place by 2015, which means digital tfransformation

for the television equipment of more than 400 million TV
viewers. At present, the Group has reallocated its resources
from the lower margin consumer electronics to focus on

technology development and network equipment

integration of ground wireless digital TV. The Group intfends
to further capture this market by engaging two or three
provinces in the next year and plans to complete the
construction a ground wireless TV fransmission network in 8
to 10 provinces before the migration deadline of 2015. The TEE T EFEREHBHE
®eEBEBTER  HEHFERMNEA
REFERLERIEBREEXNTEE
SERNEHANBERAAHNTS  E4AF
B ABEANHFERBHNBREREIR
T BREEK - A RIRHEERR

integration of wireless digital TV, satellite digital TV and
FERNZRAHER -

cable digital TV two-way upgrade will also be a market,

which the Group will aggressively pursue in the very near
future. Consequently, the Group will become the largest
provider of overall design, fechnology and equipment

integration and total solutions for digital TV sector in the

PRC.
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FINANCIAL HIGHLIGHTS MBRE
For the year ended 30 June 2009 (HK$‘000) 2008 2009 Change
BE-ZZAFEANA=THLEE (FEr) ZEENF —EZhE )
Turnover EHEH 32,821 339,365 9.3 timesf
Gross profit £ 509 163,348 319.9 timesfs
Profit/(loss) from operations mEET (B18) (5.488) 127,833 N/A 7~ &
Profit/(loss) before taxation BREAIEF, (BE) (15,838) 123,435 N/A N
Profit/(loss) for the year EREF (BE) (15,838) 118,006 N/A 7 3
Attributable to equity holders PRiESE AN (15,838) 110,698 N/A 7N
Eamings/(loss) per share (HK cents) FRAR, (F1B) (Bil) (2.86) 11.28 N/A T A
Dividend per share BREE - -
TURNOVER BY SEGMENT EXEIE
Other income
HiA 4%
Technoloyy solution
und service income
FATERA T B R Contructs of
BRASHKA 22% ground wireless
' A diyitul television
I\Ntlrelesi délgl’rgl Ul1l‘.IdIO $th TR 48 45 B =
Infeyrutred Circuits == 7 ANyl 2% %
o BRSNS 66%
P Ya 7%
Encrypted intergruted
circuits
DR 1%
Segment
28
Ground wireless Wireless
digital television Encrypted digial audio
network equipment integrated integrated
integration ciruits circuits Others Total
Hh[H
BRUTER g
PRBEER mES R BFEELH Htt @zt
HK$"000 HK$'000 HK$'000 HKS000 HK$'000
THEL THET TAEL TAEL TAEL
Sales of goods EmHE 223,897 2,736 23,770 13,548 263,951
Service income BRI A = 42,378 30,226 2,810 75,414
Total st 223,897 45,114 53,996 16,358 339,365
% to total HHBEXE

furnover ANk 66% 13% 16% 5% 100%
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OVERVIEW OF ASSETS AND LIABILITIES EEEEHNE
As at 30 June (HKS$'000) 2008 2009 Change
RANA=+H (FT&mT) —EENF —EENE s
Inventories GE - 4,004 N/A T i@
Trade receivables JE AR X - 228,777 N/A 73
Prepayments, deposits and FENRE ek

other receivables H b B W SR8 1,885 21,923 10.6 times f&
Cash at bank and in hand and RITERERE R

pledged deposits [REEURES 28,467 92,410 2.2 times &
Others H Aty - 1,974 N/A & A
Current assets RBEE 30,352 349,088 10.50 times &
Property, plant and equipmen W BB KRB 1,817 1,926 6.0%
Goodwill RS - 284,846 N/A i
Intangible assets mEE - 18,415 N/A TiE
Trade receivables JiE AR 3R - 48,845 N/A T3
Others HAth 35,499 - -100.0%
Non-current assets ERBEE 37.316 354,032 8.5 times f&
Trade payables FETRR K - 168,746 N/A i
Other payables and accruals H MR R EETE R 955 9,232 8.7 times
Loan from a shareholder KE—BREZER - 30,000 N/A i@ B
Tax payables FEATE 1A - 5,549 N/A “~iE
Others HAb 385 78 -79.7%
Current liabilities RBEE 1,340 213,605 158.4 times &
Total assets less current liabilities HEERRBAR 66,328 489,515 6.4 times &
Non-current liabilities FRBER - 3,062 N/A i@ B
Net Assets EEFRE 66,328 486,453 6.3 times &
Capital and reserves BEARRHE 66,328 477,024 6.2 times &
Minority interests LPEREER - 9,429 N/A i@ B
Current ratio FENEE & 22.7 1.6
Gearing ratio EXRBELE 0.01 0.06
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FINANCIAL REVIEW

For the year ended 30 June 2009, the Group recorded a
consolidated turnover of approximately HK$339.4 million,
representing an increase of approximately ten times as
compared to HK$32.8 million in the last financial year. Profit
attributable to shareholders of the Company was approximately
HK$110.7 million, compared to loss of approximately HK$15.8
million in 2008. Basic earnings per share was approximately
HK11.28 cents, compared to basic loss per share of
approximately HK2.86 cents for the last financial year.

Turnover

During the year ended 30 June 2008, the turnover of the Group
was entirely derived from the trading of computer parts in Hong
Kong.

During the year ended 30 June 2009, the turnover of the Group
was principally derived from the following new business
segments:

(i) Ground wireless digital television network equipment
integration business

The furnover for the year ended 30 June 2009 generated
from the ground wireless digital television network
equipment infegration business amounted to approximately
HK$223.9 million or approximately 66% of the total turnover.

(i Encrypted integrated circuits and the derived integrated
business

The turnover for the year ended 30 June 2009 generated
from the encrypted integrated circuits and the derived
infegrated business amounted to approximately HK$45.1
million or approximately 13% of the total turnover.

815 FG%%%EZ’JSSQ 400, OOO/%E R E—

B IAFJE 2 32,800,000/8 TTIE ML) +1& © AR
AIAR SR 15 % 1149110,700,000/8 7T - i1 =2
TN\F AR EEX15,800,000% 7T « FARER
AENK.288A - T EEFHRFERERSFE
PR EARE1E 4286781l -

=R
BE_ZZ)N\FAA=ZTHILFE AEEE
XERHRBEAZEREHES

HE_ZZNFNAZTHIEFE  KAEEE
EBTEREBUTHESDSL

() HMEAESKBFEGREEREENES

HE-_ZZAFA=-THLEFERAE
WHESHTERERBBEERNERZ
BEEEY)223,900,0008 7T © (HAL ¥R
#966% °

(i) MBEEHRIEEZSERER

BE_ZTNFRA=THLEFERS
ISR RFEEZEREBZEER
#145,100,0008 T HBEXRY
13% °



\\\\\\H[/
=20 %

Z 20

N

HENG XIN CHINA HOLDINGS LIMITED
ANNUAL REPORT 2008/2009

MANAGEMENT DISCUSSION AND ANALYSIS

H BIG w  B2 23 H

(i)  Wireless digital audio products business

The turnover for the year ended 30 June 2009 generated
from the wireless digital audio products business and the
related technical services amounted to approximately
HK$54.0 million or approximately 16% of the total turnover.

Gross Profit Margin

In light of the Group’s focus on higher margin business after the
infroduction of the new businesses, gross profit margin of the
Group improved significantly to 48.1% for the financial year
ended 30 June 2009 from approximately 1.6% for the last
financial year. However, it is expected that as the products/
services mix of the Group changes over the phases of the
underlying contracts, notably between device sales and system/
soffware sales, the profit margin of the Group may, as a
consequence, fluctuate due to the nature of such sales mix.

Other Income

Other income amounted to approximately HKS11.6 million,
representing an increase of approximately 14.8% when
compared to HK$10.1 million.

Other Operating Expenses

Other operating expenses were approximately HK$44.9 million
for the financial year ended 30 June 2009, compared to
approximately HK$16.1 million for the financial year ended 30
June 2008, representing an increase of 179% over of the previous
financial year. The increase was mainly due to the expansion in
size of the Group, increase in staff costs (see below “Employee
Information”) and increase in general and administration
expenses.

(i) WMERBFZIRERES

BE_ZTZNFRA=THILEFERE
BAREF S AR m X 1% M E BB AR
T2 & % %8 4954,000,000/8 7T - 1H# &
FER16% -

EFIE

RRARESEHEBR 2 ELERBRRNE
K2R HAKRBBE_TTNFAA=T
B BEFEE 2 EFE G AP BRFEEL.6%
RigEFHEA8.1% Rl - HRAEKBEZEmM
S RGEARBEH2EEEH - HRIRTH
HEMRG, L HEMEE - Bk - HHAK
SEZMBRRERNBRAEEES ZEE M
HIRE °

HAWg A

H b YA %) 7%11,600,0007% 7T #10,100,000
BTTIEANAIN4.8 % e

HittiREE R

(2 —ETNFNA=T B IV ERFEMES
Z H AL 8 A 49/844,900,0008 7T - mBE
“TEZNFEFRAZTHLMBRFEELOR
16,100,000/ 7T * &~ B FEFHiEE
179% - HiEEER LN T ERHANAEE
MREAR - BTRAEM (R TXEBER])
K= RATHFAX EFHRTEL »
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Finance Costs

Finance costs amounted to approximately HKS$2.0 million, of
which approximately HK$1.7 million represents effective interest
expenses on convertible notes issued by the Company before
their full conversions.

Available-for-sale Investments

Impairment loss on available-for-sale investments amounted to
approximately HK$2.2 million for the year ended 30 June 2009
(2008: HK$10.4 million), representing loss resulted from changes
in fair values of available-for-sale investments held by the Group.
Such investments were subsequently all disposed of before the
year end.

EMPLOYEE INFORMATION

As at 30 June 2009, the Group had 83 full-time employees in
Hong Kong and the PRC (2008: 15). The total employees’
remuneration, including that of the Directors, amounted to
approximately HK$23.6 million (2008: HK$3.7 million). The increase
in employee benefits expense recorded for the year was
primarily attributable to (i) an additional number of employees
and an increase in average pay to employees; (ii) increase in
Directors” emoluments (see note 11 to the consolidated financial
statement) to approximately HKS3.7 million (2008: HKS1.8 million);
and (i) the inclusion in the accounts of share based payment
of approximately HK$5.8 million and HK$7.8 million related to
the grant of the share options under the share option scheme
of the Company of 55,000,000 in July 2008 (which were
cancelled in October 2008) and 80,000,000 in February 2009
respectively. Though the 55,000,000 share options were
subsequently cancelled, the related expenses being previously
recognised could not be reversed in the accounfts in
accordance with the prevailing accounting standards.

BE KA

BEMK AL /R2,000,00087T  EHAL
1,700,000/ JT AR A R 81T 2 Al A i SR IR 0

BHHBRAMELZERNBRAX
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REHRBRENFRAMEHLE -

BE&EH
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HEEE83R 2 HES (CTTN\F : 158) - &
BH Mt (BIEEEHM) £/523,600,000%
T (ZZZ)\% : 3,700,000/ 7T) - FAEE
BRNERENZEERAEAA - ()ESEHE BN
REEFHFEM LA  (DESHE (REAH
TEERERMEET) INE 43,700,000 L (==
= \4F : 1,800,000 7T) &(iii)EﬁEH REtA
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B A B 2 LA IR 19 2 15 3078 495,800,000 7T
%.7,800,0007% 7T ° f& & 5%55,000,00017 & i
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The Group continues to provide remuneration packages to
employees according to market practices, their experience and
performance. Remuneration policy is basically determined with
reference to individual performance as well as the financial
results of the Group which will be revised from time to fime when

performances of staff are warranted. Other benefits include
EXER - RBESTRUBE

contribution of statutory mandatory provident fund for the
employees. There has been no major change in staff

MR EERED -

Y/ 48

AEETERNABELEZREREIEEH L
BZR -M-TZENFANA=1TRE  AEEZ
W& RIRTTAEERK 792,400,000 T (ZFZE
J\EF : 28,600,000 7T) ° AARBEHEZ 4
#:31,700,000/8 L7 10 A B 2 K52 ERTT » %
A ERBBAMRINEASZ P BB R M Z IMNE
EHERRE -

remuneration policies during the year.
CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

The Group primarily financed its operations with internally
generated cash flows. As at 30 June 2009, the cash and bank
balances of the Group amounted to approximately HK$92.4
million (2008: HK$28.5 million). The Renminbi denominated
balances of HKS31.7 million were placed with licensed banks in
the PRC and the conversion of these balances into foreign
currencies is subject to the rules and regulation of foreign
exchange conftrol promulgated by the PRC government.
RZZEZNFARA=ZTH AEBZRBEE
#/349,100,0008 L (== )\ F
30,400,000% ) r-MaBEBENR
213,600,000 7T (ZFZ /A4 : 1,300,000/
) c REBZ AP X (RBEEL R A
NE :227)  MEXERE

B HR1O(ZET
BRIABRRES) HR0.06(ZFF

b & (B fE
JUE £ 0.01) °
RZZBERFNAZ++HH - ARAF - Team
Effort Investments Limited ([Team Effort])

HERIMNBMEER AR ([EEERE])FTE
E 0 Bt - Team EffortRAE A& - MEC

ERERBERASNERENDRNBAEA
REREERNOIOETLZEEEBERS
100,000,000 A" A Al fxfn ([ACEFIE]) - [

H - AKX T ETeam Effortz] 7 [ LA E ¥ | 52
B Bt - Team EffortA B &I R

As at 30 June 2009, the Group had current assets of
approximately HK$349.1 million (2008: HK$30.4 million), while its
current liabilities were approximately HK$213.6 million (2008:
HK$1.3 million). The current ratio (current assets to current
liabilities) of the Group was approximately 1.6 (2008: 22.7); and
its' gearing ratio (fotal borrowings over shareholders’ funds) was

approximately 0.06 (2008: 0.01).

On 27 August 2009, the Company, Team Effort Investments
Limited ("“Team Effort”) and DBS Asia Capital Limited (the
“Placing Agent”) entered into a placing agreement pursuant
to which Team Effort has agreed to place, and the Placing Agent
has agreed to procure not less than six placees, on a best effort
basis, for the purchase of up to 100,000,000 shares of the

Company at the placing price of HKS0.70 per placing shares
(the "Placing”). On the same date, the Company and Team

Effort entered into a “fop-up” subscription agreement pursuant
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to which Team Effort has agreed to subscribe for such number
of subscription shares which is equivalent to the number of shares
actually placed under the Placing, being a maximum number
of 100,000,000 subscription shares at the subscription price of
HKS$0.70 per subscription share (the “Subscription™). Details of
these transactions are set out in the Company’s announcement
dated 27 August 2009. The Placing and the Subscription was
completed on 1 September 2009 and 9 September 2009
respectively. Approximately HK$68 million was raised for the
general working capital of the Company.

FOREIGN EXCHANGE EXPOSURE

During the year ended 30 June 2009, the majority of the Group’s
income and expenses were denominated in Renminbi and Hong
Kong dollars. Up to 30 June 2009, the management of the
Company is of the opinion that the Group has insignificant
exposure to foreign exchange risk. As a result, the Group did
not use any financial instruments for hedging against fluctuation
in foreign exchange for the year ended 30 June 2009.
Nevertheless, the management of the Company will closely
monitor and from time to time reassess the exchange risk
exposures of the Group and enter into non-speculative hedging
arrangements if considered necessary.

CHARGES ON GROUP ASSETS

As at 30 June 2008, the Group’s fixed deposits amounting to
HK$4.4 million were pledged as securities for an operating lease
agreement of the Company. After the Company has changed
its principal office address on 24 November 2008, such operating
lease agreement was terminated. As at 30 June 2009, the Group
did not have any charge on its assets.
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CONTINGENT LIABILITIES

The Company was named as a co-defendant in a writ of
summons on 20 December 2007. The Plaintiff alleged that the
Company:

(i) failed to honour a joint and several guarantee the liability
of the Defendants under a forbearance agreement to the
extent of HK$25,000,000; and

(i) failed fo honour two cheques in the sum of HK$2,500,000
each, totaling HK$5,000,000 plus interests and costs.

Based on the advice from the Group’s legal counsel, the
Directors are of the view that the Company has a valid defence
tfo the claims and, accordingly, have not made provision for
any claim arising from the litigation, other than the related legal
and other costs. The High Court of Hong Kong ordered the matter
to be adjourned to 30 September 2009.

Apart from the action against the Company disclosed above,
there were no other material outstanding writ and litigation
against the Group and/or the Company. As at 30 June 2009,
the Group had no other significant contingent liabilities.

ACQUISITIONS, DISPOSALS AND SIGNIFICANT
INVESTMENT

On 19 June 2008, Rich Summit Enterprises Limited (*Rich Summit”),
a wholly owned subsidiary of the Company, together with the
Company entered into a sale and purchase agreement with
Easy Mount Enterprises Limited (the “Jingiao Vendor”), Lomond
Group Limited, Mr. Li Haoping and Mr. Ho Wai Jung pursuant to
which Rich Summit has conditionally agreed to acquire the entire
equity interest in Star Hub Investments Limited ("Star Hub”) from
the Jingiao Vendor at a consideration of approximately
HK$215.05 million (the “Jingiao Acquisition”). Star Hub is the
holding company of Beijing Jingico.
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On the same date, Merit Power Enterprises Limited (“Merit
Power”), a wholly owned subsidiary of the Company, together
with the Company entered into a sale and purchase agreement
with Mind Smart Group Limited (the “Maxium Vendor”), Team
Effort, Mr. Choi Chung Lam and Mr. Lu Xing pursuant to which
Merit Power has conditionally agreed to acquire the entire equity
interest in Sino Will Limited (*Sino Will”) from the Maxium Vendor
at a consideration of HK$334.4 million (the “Maxium Acquisition”).
Sino Will is the holding company of Huzhou Maxium.

The Jingiao Acquisition and the Maxium Acquisition constituted
major tfransactions for the Company under the GEM Listing Rules
and would require the approval of the shareholders of the
Company. Details of the Jingiao Acquisition and Maxium
Acquisition are set out in the announcement of the Company
dated 15 July 2008 and the circular of the Company dated 29
August 2008. Both the Jingiao Acquisition and the Maxium
Acquisition were approved by the shareholders of the Company
on 16 September 2008 and were completed on 23 September
2008. Since then, Star Hub and Sino Will have become wholly
owned subsidiaries of the Company.

Save as disclosed above, the Group had no other material
acquisitions or disposals of subsidiaries during the year ended

30 June 20089.

DIVIDEND

The Board of the Company does not recommend the payment
of a final dividend for the year ended 30 June 2009 (2008: Nil).
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The board (the "Board”) of directors (the “"Directors”) of Heng
Xin China Holdings Limited (the "Company”) is pleased to
present this Corporate Governance Report for the year ended
30 June 2009.

The Company wishes to highlight the importance of its Board in
ensuring high standards of corporate governance in the interests
of its shareholders and is committed to identifying and
formalizing best practices appropriate to the needs of the
Company.

CORPORATE GOVERNANCE PRACTICES

The corporate governance principles of the Company
emphasize a quality board, sound internal controls, transparency
and accountability to all shareholders. Throughout the financial
year ended 30 June 2009, the Group has applied the principles
set out in the Code on Corporate Governance Practices ("HKSE
Code”) contained in Appendix 15 of the Rules Governing the
Listing of Securities on the Growth Enterprise Market of the Stock
Exchange of Hong Kong Limited ("GEM Listing Rules”) except
the code provision A2.1:

Distinctive Roles of Chairman and Chief Executive
Officer

The code provision A2.1 stipulates that the roles of chairman
and chief executive officer should be separate and should not
be performed by the same individual. The division of
responsibilities between the chairman and chief executive
officer should be clearly established and set out in writing.

The Board has appointed Mr. Xiao Yan as the Chief Executive
Officer of the Company with effect from 1 March 2009 being
responsible for the management of the daily operations of the
Group and the execution of the Board decisions. Up to the date
of this report, the Board has not appointed individual o the post
of Chairman. In view of the current operations of the Group,
the management considered that there is no imminent need to
change the arrangement. Further announcement will be made
by the Company with regard to the appointment of a new
Chairman of the Company in due course.
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CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the required standard of dealings
set out in Rules 5.48 to 5.67 of the GEM Listing Rules as its Code
of Conduct for Securities Transactions by Directors throughout
the year ended 30 June 2009. Having made specific enquiry of
all Directors, the Company was not aware of any
non-compliance with the required standard of dealings
regarding securities transactions by Directors during the year
ended 30 June 2009.

BOARD OF DIRECTORS

The Board is responsible for the overall management of the
Company and is entifled to delegate its powers to any executive
Director, committees of the Board and the management team.
The Board is primarily responsible for approving and monitoring
the Company’s major corporate matters, the evaluation of the
performance of the Company and oversight of the
management. The Board is directly accountable to the
shareholders and is responsible for preparing the accounts.

As at the date of this report, the Board comprises six members,
consisting of three executive Directors and three independent
non-executive Directors.

Each Director has relevant experience, competence and skills
appropriate to the business requirements of the Company. The
biographical details of the Directors are set out on pages 34 to
37 of the Annual Report. To the knowledge of the Directors, the
Board members have no financial, business, family or other
material/relevant relationships with each other. The Company
has received written annual confirmation from each of the
independent non-executive Directors of his independence
pursuant to the rules 5.09 of the GEM Listing Rules and therefore
considers all independent non-executive Directors to be
independent.
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The Board met regularly during the year with additional meetings
arranged if and when required. The Board met nineteen times
during the year ended 30 June 2009 and the attendance record
of each member of the Board is set out in the table on page 31
of the annual report. Directors are appropriately notified in
advance of the meetings with proposed agenda and are free
to contribute alternative views at meetings. Major decisions are
only adopted after deliberation at Board meetings. Directors
who are considered having conflicts of interest or who have
material interest in the proposed transactions or issues to be
discussed will not be counted in the quorum of meetings and
will abstain from voting on relevant resolutions.

Minutes of the Board/Committee meetings are kept by the
company secretary and are open for inspection by the Directors.
All Directors have access to the company secretary, who is
responsible for ensuring that the Board procedures are complied
with, and in consultation with the compliance officer, advising
the Board on compliance matters.

AUDIT COMMITTEE

The Board established an audit committee with written terms of
reference in accordance with Rule 5.28 of the GEM Listing Rules.
The audit committee comprises three members who are
independent non-executive Directors, namely, Mr. Leung Wo
Ping JP (Chairman), Mr. Dong Shi and Mr. Hu Dingdong.

The principal duties of the audit committee are to review and
supervise the financial reporting process and internal control
procedures of the Company, and to review the appointment
of external auditors on an annual basis as well as fo ensure
independence of the continuing auditor.

The audit committee met four times during the year ended
30 June 2009 and the attendance of each member of the
committee is set out in the table on page 31 of the annual report.
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During the year ended 30 June 2009, the audit committee
discharged its duties by reviewing the financial matters,
quarterly, interim and annual financial reports, and financial
statements as well as audit related matters of the Company.
The audit committee discussed the above as appropriate with
the executive Directors, the management and the auditors of
the Company, and made recommendations to the Board. The
audited financial statements for the year ended 30 June 2009
have been reviewed by the audit committee and approved
for issue by the Board.

REMUNERATION COMMITTEE

The Company has set up a remuneration committee since
12 April 2005. The existing committee is made up of the
Company’s three independent non-executive Directors, namely,
Mr. Leung Wo Ping JP (Chairman), Mr. Dong Shi and Mr. Hu
Dingdong.

The principal responsibilities of the remuneration committee
include the formulation of the Company’s remuneration policy,
the approval or recommendation of remuneration packages
for the Directors and the senior management, and the review
and approval of performance based remuneration by reference
to corporate goals and objectives. According to the terms of
reference, the remuneration committee should meet at least
twice a year.

During the year ended 30 June 2009, the remuneration
committee held seven meetings and the atfendance record of
each member of the committee is set out in the table on page
31 of the annual report. At the meetings, members of the
remuneration committee reviewed the remuneration packages
and overall benefits of the Directors by taking into account
factors such as the business objectives of the Group and the
respective contribution of each of the Directors to the Group.

BE-TRNEAASHALEER  BRE
BEDAITHBE - OEENALRZHBE

=
" FE  PHREFHBERE RYBHRE
URZBIEBEE - EREEQEARTZH
TES  BEEERZHBMEEE R LREER
EITER  MAEERELER BE_ZTF
NERA=ZTALFEZRECVHRREL
BERZERENYMESSHAETIHE -

FWEES

ARAE-FERFN A+ B RRAHNE
B  ROEEEBARA=(BIINTE
FER - DRRFAL (LK) - AFft &
B RABE R ©

FHERE S TR2RABEBIEARBHHIK
R HEXRBEFLSREERB ZHFIEF
B URRBEXEBENRR S BHAMIEREK
Rt FH - RIFBERE  THRESE
BEELBETMAGHE °

HE-STHAEAASTALFERN  FHE
AEARTOREH  ZEEENEZHER

TRE®
BHENERFINBE2REAN - G L BBE
BAEEEKERERSESTAAEEMERR
ZR% FHEEBEKERN TESTMFS

KREREN -

1



:\\\\UU///

£ 30 22y

N

HENG XIN CHINA HOLDINGS LIMITED
ANNUAL REPORT 2008/2009

CORPORATE GOVERNANCE REPORT

AR B R

NOMINATION COMMITTEE

The Company has set up a nomination committee since 12 April
2005. The existing committee is made up of the Company’s three
independent non-executive Directors, namely, Mr. Leung Wo
Ping JP (Chairman), Mr. Dong Shi and Mr. Hu Dingdong.

The principal responsibilities of the nomination committee
include reviewing the structure, size and composition (including
the skills, knowledge and experience) of the Board; to identify
individuals suitably qualified to become Board members and
make recommendations fo the Board on the selection of
individuals nominated for directorship; and tfo make
recommendations to the Board on relevant matters relating to
the appointment or reappointment of directors and succession
planning for directors. According fo the terms of reference, the
nomination committee should meet at least twice a year. During
the year ended 30 June 2009, the nomination committee held
six meetings and the attendance record of each member of
the committee is set out in the table on page 31 of the annual
report.

The Board has the power to appoint Director(s) pursuant to the
Bye-laws of the Company. During the year ended 30 June 2009,
the Board appointed two executive Directors and four
independent non-executive Directors.
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List of Directors and the attendance records of
the Directors and members of the committees for

the year ended 30 June 2009 SNEHESHE 2L
Audit Remuneration  Nomination
The Board ~ Committee ~ Committee ~ Committee
Exe® EKZEE FMzZEe REZ8E
Total Number of Meetings SRARY 19 4 7 6
Number of meetings attended/eligible to attend
WE/ AEAREEEERE
Executive Directors:
HTES:
Mr. Xiao Yan (appointed on 15 August 2008) 14117
HEfAE (RZZEENFNATHBEZA)
Mr. Li Tao 18/19
PEAE
Mr. Feng Yongming (appointed on 1 March 2009) 3/3
BT E (RZBENF=RA—-REZM)
Ms. Yeung Sau Han Agnes (resigned on 1 April 2009) 12/15
BAERXL (RZZZNFRA—RBEHD)
Ms. Yu Sau Lai (resigned on 1 April 2009) 15/16
REBHT (RZZZENFMA—AFHD)
Independent Non-Executive Directors:
BYFHITES !
Mr. Leung Wo Ping JP (oppointed on 11 August 2009)  N/AREAR  NATEAR  NATER  NATER
RMTEE AFHL (RZZZNENAT—-REZE)
Mr. Dong Shi (appointed on 15 October 2008) 9/ 2/2 3/3 22
ER%E (R-ZENF+ATLREZRE)
Mr. Hu Dingdong (appointed on 23 April 2009) 1/ 1/1 N/A T8/ N/A T A
HERKE (RZZENEFMA-_T=BREZMA) !
Mr. Chan Wai Dune (appointed on 1 September 2008
R 4 i o2 A and resigned on 11 August 2009) 12/15 4/4 4/4 4/4
(#:ggﬁﬁﬂﬂ AEZE
RZZEEAFN\A+—AEE)
Mr. Kwok Chung Yin (remgned on 21 November 2008) 719 2/2 4/4 3/3
BHERE (RZZENFE+—-A-+—BEA)
Mr. Lum Pak Sum (resigned on 21 November 2008) 719 2/2 4/4 3/3
MR EE (RZZ2ZENFE+—-AZ+—BEE)
Mr. Wang Chin Mong (resigned on 1 April 2009) 10/16 3/3 5/6 4/5

IRERAE
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Audit Remuneration  Nomination
The Board  Committee ~ Committee ~ Committee
Exe® EKZEE FMzZEe REZ8E
Non-Executive Director:
FHTES
Mr. Cheung Siu Chung Cheever (resigned on 21 November 2008) 5/9
TR EE (RZZENF+—-AZ+—-BEE)

AUDITORS' REMUNERATION

During the year under review, the Company is required to pay
an aggregate of approximately HK$768,000 to the external
auditor for its audit services.

PREPARATION OF FINANCIAL STATEMENTS

The respective responsibilities of the Directors and the auditors
for preparing financial statements of the Company are set out
in the “Independent Auditors’ Report” on pages 51 to 53 of the
annual report.

INTERNAL CONTROLS

The Board has overall responsibility for the system of internal
controls of the Company and for reviewing its effectiveness. The
Board is committed to implementing an effective and sound
internal control system to safeguard the inferests of shareholders
and the Company’s assets. The management of the Group is
delegated with the responsibility from time to time to implement
and maintain the Board’s policies on risk management and
control. AtJeast annually, the significant internal control system
is reviewed with the audit committee.
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COMMUNICATION WITH SHAREHOLDERS HEEREBB

The Company has disclosed all necessary information to the  ARQFDIREAI R R RES D TIERG
shareholders in accordance with the GEM Listing Rules and the  [AIIREREERE VN ENER B BREERE
Hong Kong Company Ordinances, and reported the Company’s  EBREARNAR Z KR - ZFERBERF LK
performance through various communication channels. These HHRIAE « FE - FHLFERE - SR
include annual and extraordinary general meetings, quarterly, & ~ 2 KB ©

inferim and annual reports, various notices, announcements and

circulars.
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EXECUTIVE DIRECTORS

Mr. Xiao Yan (“Mr. Xiao”), aged 48, is the Chief Executive Officer
(CEO) of the Company and an executive Director. Mr. Xiao is a
senior economist in the PRC and has over 22 years of experience
in corporate planning, business development, corporate
finance, investment, consulting and banking. Prior to joining the
Group, Mr. Xiao was the deputy general manager of the capital
operational department (investment department) of China
Potevio Company Limited where he was responsible for overall
business planning, management and investments. From 1997 to
2006, Mr. Xiao was the deputy general manager of China
Everbright Bank and the Vice President of its Wuhan branch
where he oversaw the overall operations. Mr. Xiao had previously
held senior positions in international companies, and consulfing
and accounting firms. Mr. Xiao holds a master degree of business
administration and is a member of the Chinese Institute of
Certified Public Accountants. Mr. Xiao was appointed as an
executive Director and the CEO in August 2008 and March 2009
respectively.

Mr. Feng Yongming (“Mr. Feng”)., aged 43, joined the Group in
January 2009 and has been appointed as an executive Director
in March 2009. Mr. Feng is currently the chairman of Shenzhen
Champion Maxium Technology Limited, an indirect
wholly-owned subsidiary of the Company. He was also the
director of Huzhou Maxium IC Design Co., Limited from 2005 to
2007. From 1998 to 2005, Mr. Feng held senior positions in
investment and securities firms in China. He has extensive
experience in the management of the Group’s businesses,
financial management and investment. Mr. Feng holds a
bachelor of arts in Economics from the University of International
Business and Economics in Beijing, China and master of
administration degree from the School of Business, Carleton
University in Canada.

Mr. Li Tao (“Mr. Li"), aged 40, joined the Group as an executive
Director in April 2008. Mr. Li had been the vice president of
Yunnan Baiyao Technology (Beijing) Co., Ltd. Mr. Li has over 15
years experience in the administration and management of
different companies and businesses.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Leung Wo Ping JP (“Mr. Leung”), aged 65, has been an
independent non-executive Director and the chairman of the
Audit Committee, Nomination Committee and Remuneration
Committee since August 2009. Mr. Leung is a Fellow of the
Institute of Chartered Accountants in England of Wales. He is a
tax professional, having engaged in UK tax, Hong Kong tax and
international tax planning for almost 30 years. Currently, he is a
director of CCIF CPA Limited, one of the major accounting firms
in Hong Kong. Apart from his professional work, Mr. Leung has
actively participated in community affairs since 1983. He had
been a Regional Councillor for 5 years and a District Councillor
for 18 years. He is also a Councillor of the New Territories Heung
Yee Kuk. He currently serves on various Boards and Committees
including the Hospital Authority’s Hospital Governing Committee
of Tai Po Hospital, United Christian Nethersole Community Health
Service Management Committee and the Human Organ
Transplant Board. He was a District Advisor to the Hong Kong
Branch of Xinhua News Agency before 1997. Mr. Leung was
awarded a Badge of Honour by Her Majesty Queen Elizabeth in
1994 for service to the community. He was also appointed as a
Justice of the Peace by the Government of the Hong Kong
Special Administrative Region in 2000.

Mr. Dong Shi (“Mr. Dong”), aged 46, has been an independent
non-executive Director since October 2008. Mr. Dong graduated
from Southwest University of Political Science and Law, China
with a doctorate degree in law. From 1998 to present, Mr. Dong
is a veteran lawyer in Shenzhen Rongguan Law Office. Currently,
Mr. Dong is also a full time professor of intfernational law in
Southwest University of Political Science and Law, a researcher
of the WTO Research Centre of Liaoning Academy of Social
Science, an arbifrator of Shenzhen Arbitration Committee, and
a part time professor of Chongqing Technology and Business
University.
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Mr. Hu Dingdong (“Mr. Hu”), aged 43, has been an independent
non-executive Director since April 2009. Mr. Hu has over 20 years
of extensive experience in the investment industry and has had
senior management positions with various investment and
securities firms in China. Mr. Hu has completed a graduate
program in finance from South Western University of Finance and
Economics in China. He also has published numerous finance
related articles in newspapers, magazines and journals.

SENIOR MANAGEMENT

Mr. Wu Fred Fong (“Mr. Wu”), aged 61, has been appointed as
the Chief Financial Officer of the Company with effect from 1
March 2009. Mr. Wu, joined the Group as an advisor in May 2008.
He has had considerable experience in auditing, corporate
planning, corporate finance, investment, consulting and
administration with public companies in Canada and Hong Kong
including executive directorship experience with a public
company in Hong Kong for over seven years. Mr. Wu holds a
master of business administration degree from the Schulich
School of Business, York University in Canada. He is a Chartered
Accountant qualified in Canada and a fellow member of The
Hong Kong Institute of Certified Public Accountants. Mr. Wu is
currently an independent non-executive director of China Public
Procurement Limited and Minth Group Limited, both companies
are listed on the Stock Exchange.

Dr. Tang Bin (“Dr.Tang”), aged 40, is the Chief Technology Officer
of the Company. Dr. Tang possesses a profound knowledge,
considerable experience of product development in specialized
field of fechnology, and an extensive background in business
management and operation. Dr. Tang is currently responsible
for the product development plan and technology
management of the Group, and is the chairman of Beijing
Jingiao Technology Limited ("Beijing Jingiao”), an indirect
subsidiary of the Company. Dr. Tang currently fills posts in many
social activities in mainland China, such as an evaluation expert
of innovation fund for small tfechnology based firms of Ministry
of Science and Technology, a standard examination expert of
the National Information Standard Committee, a senior member
of the bluetooth technical professional committee of National
3C Union. Dr. Tang holds a master degree in engineering from
Graduate Institute of Chinese Academy of Science and a doctor
degree in engineering from University of Science and Technology
of China.
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Ms. Cheng Kit Sum Clara (“Ms. Cheng”), aged 37, was appointed
as the Company Secretary of the Company in November 2008
and is also the Financial Controller of the Company. Ms. Cheng
is a certified public accountant registered with the Hong Kong
Institute of Certified Public Accountants and a fellow member
of the Association of Chartered Certified Accountants. Ms.
Cheng has over 15 years of experiences in corporate finance,
financial management, legal compliance and auditing. Prior
to joining the Group, Ms. Cheng was an executive director and
the chief financial officer of Rojam Entertainment Holdings
Limited, a company listed on the Stock Exchange. She has also
worked at First Shanghai Capital
PricewaterhouseCoopers. Ms. Cheng holds a bachelor of arts

Limited and

degree in accountancy and a master of science degree in
finance.

Mr. Tian Songlin (“Mr. Tian”), aged 40, has been the General
Manager of Beijing Jingiao since December 2008 and is
responsible for the overall management of Beijing Jingiao. Prior
to joining the Group, Mr. Tian was the vice general manager of
Beijing Hengtai Technologies Co. Ltd in where he was responsible
for managing the overall sales division. Mr. Tian was educated
in Japan and obtained a doctorate degree of economics. He
has also worked at a real estate company in Japan for four years.

Mr. Yang Liu (“Mr. Yang”) aged 37, is the General Manager of
Huzhou Maxium IC Design Co., Limited. Mr. Yang has a number
of successful fape-out experience in design and research
directions for the CPU core and system design. He has had
extensive experience in management and design of domestic
and foreign well-known design companies. Mr. Yang has
designed various 8-digit CPU systems, and developed a high-
speed, four clock cycles and a single clock cycle 80C51 core.
He has also designed the high-performance 32-bit CPU and
completed all design, process of 0.18UM upper plate which is
at 250MHz and above. Mr. Yang has organized and led a number
of national key science and tfechnology projects and is also a
part-time professor of a first-class university in mainland China.
Mr. Yang holds a bachelor degree in engineering and a master
degree in business administration.
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The Directors have pleasure in submitting their report and the
audited financial statements of the Company and the Group
for the year ended 30 June 2009.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
Group is principally engaged in the ground wireless digital
television network equipment integrated business, research,
design, development on and manufacturing of electronic
message security products, integrated circuits, and the
infegrated circuit solutions and the related services. Details of
the principal activities of its subsidiaries are set out in note 18 to
the financial statement.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2009 are set
out in the consolidated income statement on pages 54 to 55.

The Directors do not recommend the payment of a dividend
for the year ended 30 June 2009.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the
Group during the year are set out in note 14 to the financial
statement.

SHARE CAPITAL

Details of the Company’s share capital during the year are set
out in note 33 to the financial statements.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 35 to the financial
statements and in the consolidated statement of changes in
equity on pages 59 to 60 respectively.
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DISTRIBUTABLE RESERVES

As at 30 June 2009, the Company did not have any reserves
available for cash distribution and/or distribution in specie, as
computed in accordance with the Companies Act 1981 of
Bermuda (as amended) (2008: Nil). In addition, the Company’s
share premium balance of HK$396,560,000 as at 30 June 2009
(2008: HK$110,320,000) may be distributed in the form of fully
paid bonus shares.

DIRECTORS

The Directors during the year and up to the date of this report
were;

Executive Directors

Mr. Xiao Yan

(Chief Executive Officer)
Mr. Li Tao
Mr. Feng Yongming

(appointed on 15 August 2008)

(appointed on 1 March 2009)
Ms. Yeung Sau Han Agnes (resigned on 1 April 2009)

Ms. Yu Sau Lai (resigned on 1 April 2009)
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Independent Non-Executive Directors

Mr. Leung Wo Ping JP (appointed on 11 August 2009)

Mr. Dong Shi (appointed on 15 October 2008)

Mr. Hu Dingdong (appointed on 23 April 2009)

Mr. Chan Wai Dune (appointed on 1 September
2008 and resigned on
11 August 2009)

Mr. Kwok Chung Yin (resigned on 21 November 2008)

Mr. Lum Pak Sum (resigned on 21 November 2008)

Mr. Wang Chin Mong (resigned on 1 April 2009)

Non-Executive Director

Mr. Cheung Siu Chung
Cheever

(resigned on
21 November 2008)

In accordance with Bye-Law 86(2) of the Company’s Bye-laws,
Mr. Feng Yongming, Mr. Leung Wo Ping JP, Mr. Dong Shi and Mr.
Hu Dingdong. will refire from office and, being eligible to sit for
re-election, intfend to offer themselves for re-election at the
forthcoming annual general meeting.

Pursuant to Bye-law 87(2), any Director appointed pursuant to
Bye-law 86(2) shall not be taken into account in determining
which particular Directors or the number of Directors who are to
retire by rotation. No Director is subject to retirement by rotation
at the forthcoming annual general meeting in accordance with
Bye-law 87(1) of the Company’s Bye-Laws.

The Company has received, from each of the independent
non-executive Directors, an annual confirmation of his
independence pursuant to Rule 5.09 of the GEM Listing Rules.
The Company considers all of the independent non-executive
Directors are independent.
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Biographical details of the Directors and senior management
of the Company are set out on pages 34 to 37.

DIRECTORS’ SERVICE CONTRACTS

Each of the Directors has entered into a service contract with
the Company for a ferm of one year which will continue
thereafter until terminated by either party giving not less than
three-month prior notice.

DIRECTORS' INTEREST IN CONTRACTS

No contracts of significance (as defined in Rule 18.25 of the GEM
Listing Rules) to which the Company or its subsidiaries were a
party and in which a director and substantial shareholder of
the Company has a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during
the year.

EMPLOYEE SHARE OPTION SCHEME

The employee share option scheme of the Company was
adopted pursuant to a written resolution of all the then
shareholders of the Company passed on 13 March 2003 (the
“Share Option Scheme™). The Share Option Scheme will remain
in force for a period of 10 years after the date on which the
Share Option Scheme is adopted.

(@) Purpose
The purpose of the Share Option Scheme is to enable the

Group to grant options to selected participants as
incentives or rewards for their contributions to the Group.
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(b)

Participants

The Directors may, at their discretion, invite any person who
is a full time or part time employee or director of any
member of the Group, a consultant or agent of or adviser
to any member of the Group (the "Eligible Participants"),
to take up options to subscribe for the shares of the
Company (the “Shares”).

Maximum number of Shares available under
the Share Option Scheme

The total number of Shares which may be issued upon
exercise of all options to be granted under the Share Option
Scheme and any other share option scheme of the
Company must not in aggregate exceed 10% of the Shares
in issue on the listing date, 16 April 2003, ("Initial Scheme
Limit"). The Company may refresh the Initial Scheme Limit
with shareholders' approval provided that each such
refresh may not exceed 10% of the Shares in the Company
in issue as at the date of the shareholders' approval.

The maximum number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other
share option scheme adopted by the Group must not in
aggregate exceed 30% of the Shares in issue from time o

time.

Maximum number of options to any one
individual

Unless approved by shareholders of the Company, the total
number of Shares issued and o be issued upon exercise of
the options granted under the Share Option Scheme and
any other share option scheme of the Group (including
exercised, cancelled and outstanding options) to each
Eligible Participant in any 12-months period shall not exceed
1% of the Shares in issue as af the date of grant.
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(e) Time of exercise of option

An option may be accepted by a participant within 28 days
from the date of the offer of grant of the option. A nominal
aggregate consideration of HKS$1 for each grantee is
payable on acceptance of the grant of an option.

An option may be exercised in accordance with the terms
of the Share Option Scheme at any fime during the period
to be determined and notified by the Board to each
grantee, at the time of making an offer of the grant of an
option which shall not expire later than 10 years from the
date of grant of the option. Unless otherwise determined
by the Directors and stated in the offer of the grant of
options to a grantee, there is neither any performance
target that needs to be achieved before the option can
be exercised nor any minimum period for which an option
must be held before it can be exercised.

(f) Price of Shares

The subscription price for a Share in respect of any
particular option granted under the Share Option Scheme
shall be such price as the Board in its absolute discretion
shall determine, save that such price will not be less than
the highest of (i) the closing price of the Shares as stated in
the Stock Exchange's daily quotations sheet on the date
of grant, which must be a business day (and for this purpose
shall be taken to be the date of the Board meeting at which
the Board proposes to grant the options); (i) the average
of the closing prices of the Shares as stated in the Stock
Exchange's daily quotations sheet for the five business days
immediately preceding the date of grant; and (iii) The
nominal value of a Share.

Following the shareholders' resolution passed on 24 November
2008, the scheme limit was refreshed to 110,302,200, representing
10% of the Shares in issue as at the date of passing the resolution.
As at 30 June 2009, the total number of share options the
Company granted to the employees and some of the Directors
amounted to 80,000,000 share options. The number of share
opftions that could further be granted under the Share Option
Scheme (if the scheme limit is not refreshed) was 30,302,200,
representing approximately 2.19% of the Shares of the Company
in issue as at 30 June 2009.
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Details are as follows: =g (I

Number of Shares (Note 1)
R #E ()

Granted  Exercised  Cancelled Lapsed

Asof  duringthe  duringthe  duringthe  during the Asof  Date of Subscription
Paticipants 1 July 2008 period period period period 30June 2009  Grant Exercise period Price
BE BE
“EEINE “EENE
S8% th-A WERERE REATE MEREE RERXM ARSTR BEAE  OFE ARE
(Note 2)
(R3x2)
Directors and EER
Chief execuitves TEARAR
M. Xioo Yon HERE - 2200000 - - - 2200000 18/02/2000  18/03/2009-17/03/2012 037
Mr. Feng Yongming BABREE - 1,000,000 - - - 1,000,000 18/02/2009  18/03/2009-17/03/2012 037
Mr. Wu Fred Fong BExE - 4,000,000 - - - 4000000 18/02/2009  18/03/2009-17/03/2012 037
Mr. Chan Wai Dune (Nofe 4) R rs (i) - 1,000,000 - - - 1,000000  18/02/2009  18/03/2009-17/03/2012 037
Subtotol gt - 8200000 - - 8200000
Other participants Efs8RE - 55,000,000 - (55,000,000 - - 16/07/2008  16/07/2008-15/07/2011 107
(Note 3)
(3x3)
- 71,800,000  (44,080,000) - - 27720000  18/02/2009  18/03/2009-17/03/2012 037
Subtotal NG - 126,800,000 (44,080,000) (55,000,000) - 27,720,000
Total @ - 135,000,000  (44,080,000) (55,000,000) - 35,920,000
Notes: B 5L -
1. Number of shares in the Company over which options granted 1. RIFEREA SR LM A T2 AR B

under the Share Option Scheme are exercisable. 5 o

2. The closing price of the Share immediately before the date on 2. BOHRBEEEREN ST N\FLA T AR

which the share options granted on 16 July 2008 and 18 February ZEENF AT \BERL B KTES
2009 was HKS1.04 and HKS$0.34 respectively. Bl &1.047% 7T % 0.34% 7T °
3. The share options were cancelled on 16 October 2008. 3. BREXR-ZZZNFTATEFEE-

4. Mr.Chan Wai Dune has resigned as an independent non-executive 4,  BR#EmtER ST NFNA+—HFTEL

Director with effect from 11 August 2009. EMITES

Particulars of the Share Option Scheme are set outin note 34to B kEsTEI 2 — S BN M B HR RN

the financial statements. 34 »
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 30 June 2009, the interests and short positions of the
Directors, the chief executive of the Company or their respective
associates (as defined in the GEM Listing Rules) in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance ("SFO”)) which were required
to be nofified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including inferests and
short positions which they were taken or deemed to have under
such provisions of the SFO); or pursuant to Section 352 of the
SFO, to be entered in the register referred to therein; or pursuant
to Rules 5.46 to 5.67 of the GEM Listing Rules relating to securities
fransactions by Directors, to be noftified to the Company and
the Stock Exchange were as follows:

EERFETHRAERA QT
SAEM A EE 2R - HE
RORBEEIEZEBRER

RZFZNFAA=1TH ARAEF =
TBRABRBEESEZHEA (EERLAIER
Lﬁﬁ%#¢ B ETAREEE (X R
&5 M G0 ([E 5 MG E) EXVER)

Zﬂxfﬁ HERGO REREED  BEREES
N EEHIEXVIHETRESH R EANS

RARIRBMRz = RER (RERERE
BHERBAEROIEBGEEERRRER 2
EmRER)  SURIRE S K EE 5H15 36215
BRESENZIGFT M S LAz S REA & 5
RIBBIER ETRANEAESETELERHZ
E5.461KE5.671EAME AR A R A FT 2 48
mREAWMT
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Approximate

percentage
Number of of interests
underlying in the issued
Name Position Capacity Shares Shares  share capital
2B BRITRAH
=y B % 287) & HEkRG ‘ESLEIHL
(Note 1)
(MZET)
Mr. Xiao Yan Chief Executive Officer/  Beneficial owner - 2,200,000 0.16%
HELE Executive Director ERBEA
THREH,/ NTES
Mr. Feng Yongming Executive Director Beneficial owner - 1,000,000 0.07%
ok & bikes HITES EREAA
Mr. Wu Fred Fong Chief Financial Officer Beneficial owner 1,000,000 4,000,000 0.36%
HREE IS ERBEA
Mr. Chan Wai Dune Independent Beneficial owner - 1,000,000 0.07%
(Note 2) non-executive Director Bz #A A

R 5 4 (MRE2) BIAFWTER

Notes:

1. The Directors and the chief executives of the Company were
granted share options at the exercise price of HK$0.37 per Share
on 18 February 2009. The share options would be exercisable during
the period from 18 March 2009 to 17 March 2012. These individuals
were deemed to be inferested in shares of HK$0.01 each which
would fall to be issued upon exercise of their respective share
options of the Company under the Share Option Scheme.

2. Mr. Chan Wai Dune has resigned as an independent non-executive
Director with effect from 11 August 2009.

Save as disclosed above, aft no time during the year ended
30 June 2009 was the Company or any of its subsidiaries a party
fo any arrangement to enable the Directors and chief executives
of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or its associated
corporation.

GEE

1.

2.

RZZZENE-A+N\B  ARAREERTE
TTHABERITEERER0I7TETL ZHER
o REERETR _ZETNF=ATN\RE
“E-—F=ATLHEEBTE ZREALH
BRRRBEARA BRSNS EaER
ZARDBIEBIEEITEMA TRITZ BREE
00VEBTTZ iR A

Rum A CHEBLIFNTES 8 -2F
NFENA+—HEER -

B EXFREEI  ARBHEEANBE AT
REBE -_ZTNFRA=THIEFEREAR
BE AR OE R — 7 Z FDET SRRk -
HEARREEREBTHRABAIRKEBEAR
AleEAREEAE 2 B D sl B RE S 2 -
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

The register maintained by the Company pursuant to section
336 of the SFO recorded that, as at 30 June 2009, the following
persons (not being a Director, chief executive or substantial
shareholder of the Company) had an interest or short position
in the Shares, underlying Shares or debentures which fall to be
disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or who was expected, directly or
indirectly, interested in 10% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances
at general meeting of the Company or any other members of
the Group or held any option in respect of such capital and
recorded in the register kept by the Company pursuant to
section 336 of the SFO:

Long positions in shares and underlying shares of
the Company

FERRRAQT 2R KAE
RO cEERER

ARAIREES KA GGG FEIBOHFEZE
s RZZFTAFRNA=ZTH - U TA
T(UFARAZESE TETHRABRHTE
BER)RARBZ B - HERD S EEEF
BEERBEES MEROIFEXVEE2RE3D
M RERARRBREZEDZNER - KB
MR FERIRREBMNBEENETABERT
BRI AR R R RA S BEREAM S R F 2
RAE LREZERRBRATEEI0%A £
2 BB EY MR ERAZ EERE
RIBARRBIRIERE 77 MG R G £ 3361FE T
FESLMMCHR I ERHER ¢

RAL ARG RBBERD 2 &
B

Number or
attributable
number of
shares or Approximate
underlying Type of percentage
Name of shareholder shares held interests of interests
FEZRO®
HERGEA BEEHN
REER HELEE RERER Bok
Choi Chung Lam (Note 1) 626,728,706 (L) Interest in controlled 45.23%
B (D) corporation
XErE R
Team Effort Investments Limited 624,728,706 (L) Interest in controlled 45.08%
(Note 1) (Ff5E1) ‘corporation
XEEE R
Mind Smart Group Limited 469,706,000 (L) Beneficial owner 33.90%
(Note 1) (FiF&ET) EnAA
Li Haoping (Note 2) 389,527,353 (L) Interest in controlled 28.11%
T (32) ‘corporation
REAE R
Lomond Group Limited 388,527,353 (L) Interest in controlled 28.04%
(Note 2) (Fif7E2) ‘corporation
REAEER
Easy Mount Enterprises Limited 308,897,000 (L) Beneficial owner 22.29%
(Note 2) (Fif#£2) ERBAA

L: Long Position
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Notes: B 5E -

Mind Smart Group Limited ("Mind Smart”) is a company
incorporated in the British Virgin Islands ("BVI”) with limited liability.
The entire issued share capital of Mind Smart is owned as to 85%
by Team Effort Investments Limited (“Team Effort”) and 15% by Mr.
Lu Xing. Team Effort is wholly owned by Mr. Choi (*Mr. Choi”). Team
Effort and Mr. Choi are deemed to be interested in the 469,706,000
shares to be issued upon the exercising of the conversion rights
attaching to convertible notes. The convertible notes are part of
the consideration issued to Mind Smart upon satisfaction of certain
conditions pursuant to a sale and purchase agreement in relation
to shares of Sino Will Limited entered by the Company, among
others, and Mind Smart on 19 June 2008. The convertible note is
transferable provided that each of the fransfer shall not be less
than HK$5,000,000.00 or its multiples. The 469,706,000 shares
represent the remaining shares to be allotted and issued upon full
conversion of the aforesaid convertible notes. Mr. Choi personally
owns 2,000,000 shares and is also deemed to be interested in the
165,022,706 shares held by Team Effort.

Easy Mount Enterprises Limited ("Easy Mount”) is a company
incorporated in the BVI with limited liability. The entire issued share
capital of Easy Mount is owned as to 85% by Lomond Group Limited
(“Lomond Group”) and 15% by Mr. Ho Wai Jung. Lomond Group is
wholly owned by Mr. Li Haoping ("Mr. Li”). Lomond Group and Mr.
Li are deemed to be interested in the 308,897,000 shares to be
issue upon the exercising of the conversion rights attaching to
convertible notes. The convertible notes are part of the
consideration issued to Easy Mount upon satisfaction of certain
conditions pursuant to a sale and purchase agreement in relation
to shares of Star Hub Investments Limited entered by the Company,
among others, and Easy Mount on 19 June 2008. The convertible
note is tfransferable provided that each of the transfer shall not
be less than HK$5,000,000.00 or its multiples. The 308,897,000 shares
represent the remaining shares to be allotted and issued upon full
conversion of the aforesaid convertible notes. Mr. Li personally
owns 1,000,000 shares and is also deemed to be interested in the
79,630,353 shares held by Lomond Group.

Mind Smart Group Limited ([Mind Smart])
AREBERRHES ((RBERRES] =
RS 2 BBRAR] o Mind Smartz 23 B %
TR A B Team Effort Investments
Limited ([Team Effort]) # %5 85% & B #1756
EHEB15%  Team Effortil &% 4 (1824
£ EEHAB - Team Effort M E 54 5 Bl
R AR B PR E IR FTAT 2 H R R T M
BT 817 2 469,706,0000% B {7 A HE2S o
REARREF (P EFE) BEMind Smartih =%
=T N\F X A+ N BEEESIno Will Limitedf% 15 5T
M2 BEWE - TBRREBRIEANREZ D
1508 T XA & 2 & mMind Smart3
ToARERTEAEZESEIER
5,000,000.007 T8k & EF# 2 158 T 7] T
& © 469,706,000 A& 17 TH 1A L it AT # % 22 5%
BREEREAE TRERBEITZHRTRG - 2
45 4 {E A 8 2,000,0008% B 17 - TR AR
Team Effort## 4 2 155,022, 706/% % 15 = # &

.

M o

Easy Mount Enterprises Limited ([Easy
Mount]) BREBHB RS MK I ZE
R A A] « Easy Mountz 2 #8 2 21T AN F
Lomond Group Limited([Lomond
Group)) % B 85% I Al {E 1A 5L £ HEH 156% °
Lomond Groupf Z&F e 4 ([ZREE]) 2
ZHA - Lomond Group &2 o £ 5 RIS
R E AR AR IR AT < R TE M A
F24172308,897,0000% & p P B #EZE - 1R
BARAT (HPEEE) HEasy Mounth — =
J\E X A+ LB BStar Hub Investments
Limitedi& A 7] 2 2 EE i - FIRRERE
RREZ —FHERE TZREHEREER
Easy Mount#47 - AR RIETEE X ER S
EEMEF5,000,000.0078 L sk S8 2 1B T
A] T % o 308,897,0000% B 15 Jh S kit A 4
IR R BB B ERIE S TR BT 2R TR
19 o Z=9c A {E A A 1,000,0008% 819+ TR
1R A Lomond Group# & 2 79,630,353 %
RS ER -
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Save as disclosed above, the Directors or the chief executive of
the Company were not aware that there was any person (not
being a Director or chief executive of the Company) who had,
or was deemed to have, interests or short positions in the Shares,
underlying Shares or debentures of the Company which would
fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or who was expected,
directly or indirectly, interested in 10% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meeting of the Company or any other
members of the Group or held any option in respect of such
capital and recorded in the register kept by the Company
pursuant to section 336 of the SFO.

MAJOR CUSTOMERS AND SUPPLIERS

B EXFREEI  ARBEFREIZTHA
EMTABEEMNAL (LHIFARTNEFTHT
ZITRAB)RARBZEG - HERDHE
RERE IR A SR R A RIBE 5 M E 1551
FEXVEFE 2R FINF 2 MEBAARRRE
ZEGHER  NEMREERIEEAEEW
ERENEETABR TG ERRBSAKEE
AEMKE AR ZRRAE LRFZ EAES
AT E10%HIA L2t - B RZE
AR Z LB - RIRARRIRIEES B
B IERPIEIOIRA T Ir B E RO Aracid < #E s
HRER o

TEFEFRHBEER

Percentage of the Group’s

HEAEEF DL
Turnover Purchases
= REE
The largest customer SONEYS 68%
Five largest customers hAREP &G
in aggregate 81%
The largest supplier =AM ER 36%
Five largest suppliers in aggregate A AftEEA T 98%

None of the Directors or any of their associates or any
shareholders (which to the best knowledge of the Directors, owns
more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers and
suppliers respectively.

MBEESIRFZEMBEAXRESAANE
BARRAEEHITRAE%IA £ 2 AR S RIR
AEBAAREFRHUERTHRETAEDE

s
5 o
Imm
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company
Bye-Laws of Bermuda, which would oblige the Company to offer
new shares on a pro-rata basis to existing shareholders.

PURCHASES, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, as at the date of this
report, the Company has maintained sufficient public float as
required under the GEM Listing Rules.

COMPETING INTERESTS

None of the Directors or the management shareholders of the
Company (as defined in the GEM Listing Rules) had an interest
in a business, which competes or may compete with the business
of the Group, or has any other conflict of interests with the Group.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the past five financial years is set out on page 156.

On behalf of the Board

Xiao Yan
Executive Director

Hong Kong
15 September 2009
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TO THE SHAREHOLDERS OF

HENG XIN CHINA HOLDINGS LIMITED

(previously known as Tiger Tech Holdings Limited)
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Heng
Xin China Holdings Limited (the "Company”) and its subsidiaries
(collectively referred to as the "Group™) set out on pages 54 to
155, which comprise the consolidated and the Company
balance sheets as at 30 June 2009, and the consolidated income
statement, the consolidated statement of changes in equity and
the consolidated cash flow statement for the year then ended,
and a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated
financial statements in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure requirements
of the Hong Kong Companies Ordinance. This responsibility
includes designing. implementing and maintaining infernal
conftrol relevant to the preparation and the frue and fair
presentation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the
circumstances.

BESHEZERARA A
(AIEERME (ER) BRAR)
(RBREEIMAELZFRA])
ERR

AZBRMEEZETHERZERERAR ([EA
A REKMBAR (MERIESE]) E54E
1SR 2 A MWK - BER_TTAFA
AZtTHZHEREERERNR BERRZEE
BER  MEEZALFEZGEAERR &
EREEPRNEARENER  ULTES
AR R H A AR RV AE -

ESERGEUBRBRAEEZ

BfE

BERREEARBERBERBEITMAGRMZ
FEMBREENRBERRGIZBERTE
AN EBEM AP R FRE M BHRE
ZEIBRER  BRMERERRLEERN
DI F AR & B 75 R AR R 2 AR - IA
FEREMBHRR T FEARKFERMER
ZEREREL  EBENEREE 285K
B REBMMEHAEZ G5 AE -

Zer
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AUDITOR’S RESPONSIBILITY

Our responsibility is o express an opinion on these consolidated
financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with Section 90
of the Bermuda Companies Act 1981, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. We conducted
our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with
ethical requirements and plan and perform the audit fo obtain
reasonable assurance as fo whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation and true and fair presentation of the consolidated
financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

BB 2B

A2 EERRBAZEE 2 B ZE
REMBHRRELER YREBEAFE—AN
—FREEFENTERE - EA2ERREL
HE - MARREEMAR - AXEEDE TR
ABREZAREENEMALTRBEIAER
Fo ARBEMEREFEGHMASHRMZE
BIRBUEREITEZ - TR ESAZEE
BTEERE  WREIRAITER - AEEME
EHRAMBRREE TN FATAERERR

2

BEL R BITIZFr ATEEUE B & A TS R AT
HEBRMWBEEN 2 ERERE - MEEZREF
HURMNAZ 6D 2 #IE - BB N REFEE
RMEBGAMBHRRFEERBERERLZ R
B o AT SRR - XEENE BEZ Q)
mELNEBEM AT HRER S M EHRERE[Z
MBI - ARRFHEE 2 B|ZIEFF » BIWIFSH
RBZABEFZREERRER - BRNER
AEEEMRAZ SRR 2 BIELAED

GEHEFT 2 AR - UNFBRA MK RE
ZEB®mTN -

RIZEER(E - ARBE PRS2 ERERER
ARRBEEWR/AZEM 2 EZERLRHE
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OPINION ER

In our opinion, the consolidated financial statements give atrue  ANZEEIR A @ LA RE DIRBEE BT
and fair view of the state of affairs of the Company and of the HELEANEEMAFMRME S ak HE&E
Group as af 30 June 2009 and of the profit and cash flows of the BIRZZTENFSA=+HZEHUK AR &
Group for the year then ended in accordance with Hong Kong S£E#ZZBIFE 2SI RBESRE T2
Financial Reporting Standards and have been properly RBEBQAGTHENIZHERTHEE RS
prepared in accordance with the disclosure requirements of the

Hong Kong Companies Ordinance.

Morison Heng ERCEETMERAR
Certified Public Accountants HE AN

Hong Kong: 15 September 2009 BE: ZEENFNALA+TRHA
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CONSOLIDATED INCOME STATEMENT

ARy R R

For the year ended 30 June 2009

RE-TEASSASHALER

2009 2008

—EZhE —ZEENF

HK$’000 HKS$*000

FHERT FHET

(Restated)

C=x7))

Turnover = 5 339,365 32,821
Cost of sales 5 & KA (176,017) (32,312)
Gross profit E7 163,348 509
Other income H A 7 11,602 10,105
Selling and marketing expenses SHE M MisHERER (2,261) =
Other operating expenses Hibig & & A (44,856) (16,102)
Profit/(Loss) from operations R F S (B518) 127,833 (5,488)
Gain on disposal of subsidiaries HEKB ARz W 541 =

Impairment loss on AR EERE ZRESE
available-for-sale investments (2,174) (10,350)
Loss on disposal of HEAMHEEREZER

available-for-sale investments (791) =
Finance costs A& AR 8 (1,974) -
Profit/(Loss) before taxation Br® AT A, (E518) 9 123,435 (15,838)
Taxation T8 10 (5,429) -
Profit/(Loss) for the year FRHEF (EE) 118,006 (15,838)
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i 4 B
For the year ended 30 June 2009 HEZTTNFNA=1THLFE
2009 2008
—EENF —TT)N\F
Notes HK$’000 HKS$000
B = FHBT FHETT
(Restated)
(& &%)
Attributable to: He -
Equity holders of the Company RARIRERE A 12 110,698 (15,838)
Minority interest DB R = 7,308 =
118,006 (15,838)
EARNINGS/(LOSS) PER SHARE AKABIIERE A

ATTRIBUTABLE TO EQUITY HOLDERS  E{EERAF]

OF THE COMPANY (B#8) 13
Basic E-YIN 11.28 cents &l (2.86) cents #ill
Diluted e 11.27 cents &l N/A T iEH
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CONSOLIDATED BALANCE SHEET

e AR

At 30 June 2009

HENG XIN CHINA HOLDINGS LIMITED

2008
—EZhE —ZEENF
HK$’000 HKS$*000
F#Ex FHET
Non-currents assets FRBEE
Property, plant and equipment Mz - RE KRB 14 1,926 1,817
Goodwill EES 5 284,846 -
Intangible assets | EE 16 18,415 =
Available-for-sale investments AHEERE 17 - 15,499
Deposits for acquisitions of WHEEMI B R R 2 ®
subsidiaries 19 - 20,000
Trade receivables JiE W BR 3R 21 48,845 -
354,032 37,316
Current assets RBEE
Inventories FE 20 4,004 -
Trade receivables JE WL AR SR 21 228,777 =
Prepayments, deposits and ERRE  Zek
other receivables Efh FE W 5K IE 22 21,923 1,885
Amount due from JE Y — [ A 38 1 R 5RIR
a related company 23 1,974 -
Pledged deposits [V RE 24 - 4,394
Cash at bank and in hand RITERRIERS 25 92,410 24,073
349,088 30,352
Current liabilities REBAE
Trade payables FETRR K 26 168,746 =
Other payables and accruals HMENREREFER 27 9,232 955
Bank overdrafts RITEX 28 - 385
Obligation under finance lease MERNEE 29 78 =
Loan from a shareholder E—BRRZER 30 30,000 -
Tax payables FEA 1A 5,549 -
213,605 1,340
Net current assets REEEFE 135,483 29,012
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I =
HABmEafER
At 30 June 2009
2008
—EThE —ETNF
HK$’000 HKS$'000
FHBT TAT
Total assets less current liabilities WEERRBERE 489,515 66,328
Non-current liabilities FkRBEE
Obligation under finance lease BERNEE 29 349 =
Deferred tax liabilities REFIBEE 31 2,713 5
3,062 -
NET ASSETS EEFE 486,453 66,328
CAPITAL AND RESERVE EARREE
Share capital fi& A 83 13,857 5,580
Reserves (E 463,167 60,748
477,024 66,328
Minority interests DHAR R R 9,429 =
486,453 66,328

Approved and authorised for issue by the Board of Directorson R -ZZAENA T HBKEESHE R IRE

15 September 2009. F)
Xiao Yan Li Tao
HE £
Director Director

EF EF
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B AR

At 30 June 2009

2008
—EENE —TT)\F
HK$’000 HK$"000
FH T T T
Non-currents assets FERBEE
Property, plant and equipment M - RE RS 14 - 836
Available-for-sale investments AEfHERE 17 - 2,002
Investments in subsidiaries R B RARZE&E 18 1,000 1
1,000 2,839
Current assets REBEE
Prepayments, deposits FENRIE  Ze Kk
and other receivables H i g W SR8 22 1,760 531
Amounts due from subsidiaries NG B 18 338,561 48,664
Pledged deposits EHEBFER 24 - 4,394
Cash at bank and in hand SRITERERE 25 28,344 9,668
368,665 63,257
Current liabilities REBAE
Amount due to a subsidiary FEAS — M B A R FRIR 18 - 257
Other payables and accruals HMENRBEREFER 27 1,093 118
Loan from a shareholder KE—BBERRZER 30 30,000 =
31,093 37
Net current asset RBEEFE 337,572 62,882
NET ASSETS EEFE 338,572 65,721
CAPiTAL AND RESERVE BEARRREE
Share capital &N 33 13,857 5,580
Reserves & 35 324,715 60,141
338,572 65,721

Approved and authorised for issue by the Board of Directorson  R_ZZNFNA TR BKESSHE RIRE
15 September 2009. FzE -

Xiao Yan Li Tao
HE =5
Director Director

EF EZx
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
s T B e 5 ) o

For the year ended 30 June 2009

Attributable o equity holders of the Company

ARARREEARE
(Accumuloted
Exchange  Investment Share ~ Convertible losses)/
Share Share Warrant Capital  fluctuation valuation option notes Retained Minority Total
capital premium reserve reserve reserve reserve reserve reserve eamings Total interests equity
ARER REfE BhE TER  (BHEE)/ HUBR
i REVEE Rl EARE ELRE ffE fifh FERE REEA &t Bi EnfE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn TEn Tin TAL ThL Tin TEL TAL TEn Tin THL TAL
At T July 2007 RZ5EtE
tA-A 4,650 36,850 - (595) 4 - - (39.018) 1932 - 1982
Gain on fair valug At ERE
changes of ATEEY
available-forsale e
investments - - - - 5,834 - - 5,834 - 5,834
Warrants issued BETARER - - 7.440 - - - - - 7,440 - 7,440
Exercise of wamants  fTERRER 930 73410 (7,440) - - - - - 66,960 - 66,960
Netlossforthe year  SRBEFE - - - - - - - (15,838) (15,838) - (15,838)
At 30 June 2008 RZEENE
~A=TH 5,580 110,320 - (595) 45 5,834 - - (54,856) 66,328 - 66,328
Exchange redlignments B A% = - - - (274 - - - 214) 12 (286)
Tofal income ERRERT
and expenses BRZMAR
recognised drectly - i
in equity - - - (274) - - - Q78 (12) (266)
Profit for the yeor ER T = = - - - - - 110,698 110,698 7,308 118,006
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For the year ended 30 June 2009

Attributable o equity holders of the Company

ARARREEARE
(Accumuloted
Exchonge  Investment Share  Converfible losses)/
Share Share Warrant Capital  fluctuation valuation option notes Retained Minority Total
capital premium reserve reserve reserve reserve reserve reserve earnings Total inferests equity
AR REfE BhE TER (BHEE)/ HHBR
i R Rl EARE ELRE i fith FERE REEH &t Bi EalE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T ThAL ThL T TiEn Thn T T ThL ThL
Tofal income FRUAR
and expenses R
forthe year - - - - (214) - - - 110,698 110,424 7,29 117,720
Transfer on disposal of ~ EEHE
avallable-for-sale HERE
invesiments - - - - - (6362 - - - (636 - (5,36
Issue of convertiole B TERER
nofes - - - - - - 156,447 - 156,447 - 156,447
lsug of newshareson  BETARZEE
conversion of BTtk
convertible notes 1,786 264,510 - - - - (156,447) - 115,809 - 115,849
Recognition of ERNRAOA
share-osed BRI
payments - - - - - - 14,738 - - 14,738 - 14,738
Share options exercised  f7(EE & Il 21,745 - - - - (4401 - - 17,835 - 17,835
Release upon cancel of  FERTZ
vestedshore options — ERERE - - - - - - (5.829) - 582 - - -
Share isueexpenses  EfIRGER - (19) - - - - - - - (15 - (15)
Minority interests orsng % & 4B A
from acquisition of L)aRRER
subsidliaries - - - - - - - - - - 5 5
Disposal of subsiciaries — HEHBAH - - - 0 @) @) - - - (521) - (621)
Reserves arising REA-M3H24
fiom capital injection ~ MEBAETE
to anon-wholly L
owned subsidliary - - - 1,301 - - - - - 1,301 2128 3429
At 30 June 2009 RIFENE
ARZTE 13857 396,560 - 102 (274) - 4512 - 61,607 477,024 9,429 486,453
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For the year ended 30 June 2009

HE-TTAENASTALEE

2008
ZEENF
HK$ 000
FHET
Cash flows from RETFTEAEBRERE
operating activities
Profit/(Loss) before taxation BREADE R (BE) 123,435 (15,838)
Adjustments for: FATSIEELFE :
Depreciation e 793 476
Gain on disposal of HENHEERE 2 W
available-for-sale investments (7,138) -
Gain on disposal of subsidiaries HEMBA A 2 W (541) -
Impairment loss on A HEREREREE
available-for-sale investments 2,174 10,350
Impairment loss on EEERERE
intfangible assets 1,126 =
Impairment loss on H b e I SR IB R E A 18
other receivables 560 -
Impairment loss on FE W R ROR B 5 18
frade receivables - 2,286
Interest expenses AMERAX 1,974 e
Interest income A 2B A 69) (1,151)
Loss on disposal of HERIHEERE 2B
available-for-sale investments 791 -
Loss on disposal of HEWE BER
property, plant and equipment H i 2 BB 822 1
Share-based payment expenses VABR 7 % 5 5K 38 14,738 =
Waive of other payables A0 E M e S FIE (2,477) E
Operating profit/(loss) before EEERBHA 2
working capital changes BERF (R 136,188 (3,876)
Increase in inventories FEEM (770) -
Increase in trade receivables JE 1K B R 3E AN (275,838) -
Increase in prepayments, deposits  FEfI7KIE - #£& K&
and other receivables H b Uk 5K I8 38 A0 (15,109) (1,591)
Increase in amount due from JE W — & A R SRIBE AN
a related company (272) -
Increase/(Decrease) in FETBRFRIE 0, Gk 4>)
frade payables 166,998 (188)
Increase/(Decrease) in H fth FE A SR8 R FERT &
other payables and accruals #n, CRd) 1,092 781
Cash generated from/(used in) EEEL (A ZHE
operations 12,289 (6,436)
Interest paid EIFE (225) -
Tax paid [=ENE 25 (152) -
Net cash from/(used in) REEHFRE(FTA)
operating activities ReFHE 11,912 (6,436)
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For the year ended 30 June 2009

RE-TEASSASHALER

2009 2008
—EEhEF —TENEF
HK$’000 HKS$*000
FHET T T

Cash flows from investing activities REZEFEESHRE
Acquisition of subsidiaries, net of WM B AR - MIBRABIRE

cash acquired 125 -
Proceeds from disposal of HERHEEREMBRIEA

available-for-sale investments 22,677 -
Proceeds from disposal of HEWB AR ERIEA

subsidiaries 1,653 -
Deposits for acquisition of WEEHI B A Rl 2 2%

subsidiaries - (20,000)
Interest received A B A 69 1,151
Purchases of BAAHEERE

available-for-sale investments (10,000) (20,015)
Purchase of infangible assets BERTZEE (1,120) -
Purchases of property, BEWE  WEREE

plant and equipment (1,433) (1.818)
Proceeds from disposal of HEWE - HE K

property, plant and equipment RBFT1S5RIA 755 2
Decrease/(Increase) in B EZORD, (E0)

pledged deposit 4,394 (4,394)
Net cash from/(used in) RETEFTS (FTH)

investing activities HeFE 17,120 (45,074)
Cash flow from financing activities BEZEFEBRESRE
New obligation raised under MIERMEMRNEE

finance lease 445 =
Loan from a shareholder RE—BREZER 30,000 -
Proceeds from issue of warrants BTRIREB TS IRIE - 7,440
Repayment of obligation under BERERNEMR

finance lease (18) -
Repayments of other loans EEEMER (8,532) -
Proceeds from issue of AR AR ZEAT 1S 5k IE

share capital 17,835 66,960
Share issue expenses BT X2 (15) =
Net cash from financing activities BEEEFTBSREEE 39,715 74,400
Net increase in cash ReRBESEEYZEMERE

and cash equivalents 68,747 22,890
Cash and cash equivalents REDZRERRESEEY

at beginning of year 23,688 798
Effect of foreign exchange Exggsvg

rate changes (25) -
Cash and cash equivalents RERZRERRESEEY

at end of year 92,410 23,688
Analysis of balances of cash ReRBESEEBYZERDIN

and cash equivalents
Cash at bank and in hand RITER KRB S 92,410 24,073
Bank overdrafts RITEX - (385)

92,410 23,688
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For the year ended 30 June 2009

1.

GENERAL INFORMATION

The Company is an exempted company with limited liability
incorporated in Bermuda. The address of ifs registered
office is Clarendon House, 2 Church House, Hamilton HM11,
Bermuda and its principal place of business is Unit 3, 43/F.,
Far East Finance Centre, 16 Harcourt Road, Hong Kong.
The Company’s shares are listed on the Growth Enterprise
Market ("GEM™) of the Stock Exchange.

The name of the Company was changed from “Tiger Tech
Holdings Limited” to "Heng Xin China Holdings Limited” and

HE_TZ

1.

ENFARA=THIEFE

—REH

ARATDRBREAMKIZZHER
RAGE - ArFMt=EMiU A
Clarendon House, 2 Church House,
Hamilton HM11, Bermuda » 3 & 42
HEABBEREBEIOFERSRF 1,43
BIE o AR BIIRM MR FrEIZER ([8]
FR]) £ e

KA RAME /A [Tiger Tech Holdings
Limited] ® 2k & [Heng Xin China

the Chinese name was chonged correspondingly from " Holdings Limited] * s XX &EH [E =

R GER) BRAR" to “ERFBIZERABER AR with B (15 Hx)ﬁBEQTJEEAU%HEUEPH

effective from 24 November 2008. ERERAR] BZZEZENFT—HAZ
+IMBERER -

The principal activity of the Company is investment holding.
The principal activities of the subsidiaries acquired during
the year are engaged in ground wireless digital felevision
network equipment integrated business, research, design,
development on and manufacturing of electronic message
security products, integrated circuits, and the integrated
circuit solutions and the related services. In the previous
year, the principal activities of the Group were trading of
computer parts.

The consolidated financial statements are presented in
Hong Kong dollars, which is the same as the functional
currency of the Company.

RARRZETEBXBRIZEER - FAU
BrMBRARIZZEXB R EEE
BRBFEABERBENES - X
BEr ABREETFEALEZER °
SR RAREREER 2R R REH
R¥% - £2F @ AEBZ T EXBREM
B2 5

REPBMRIABARB Y EEEE —
BZBTES -
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For the year ended 30 June 2009

2. APPLICATION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group and the Company have
applied the following amendments and interpretations
("new HKFRSs") issued by the HKICPA which are or have
become effective.

HKAS 39 & HKFRS 7
(Amendments)

Reclassification of Financial Assets

HK(FRIC) - Int 9 &
HKAS 39
(Amendments)

Embedded Derivatives

HK(FRIC) - Int 12 Service Concession Arrangements

HK(FRIC) - Int 13 Customer Loyalty Programmes

HK(FRIC) - Int 14 HKAS 19 - The Limit on a Defined
Benefit Asset, Minimum Funding

Requirements and their Interaction

The adoption of the new HKFRSs had no material effect on

"how the results and financial position for the current or prior

accounting years have been prepared and presented.
Accordingly, no prior year adjustment has been required.

The Group and the Company have not early applied the
following new and revised standards, amendments and
inferpretations that have been issued but are not yet
effective.

RE-TEASSASHALER

2.

BRANFTE] RARBET BB
Bt %5 g 5 2 A

RAFEE  KREERARRCER T
HEBGEAGE M REXELE
MR (IMEEUBREE
All) -

BA G EAEI0N ENNBEREE
RERBBHRE LR
EYLACHRY)

BE (BRH 5 R RAAITETA
EREZEE) -2
FORRBEGTER
F393% (BFTA)

BEERYERERE REFFERH
Z88)-REF12%

R ERMBERERE FPBAREHNE

Z88)-REF13N
Bk (BRYBEREDE
RE®) -2EE1N

BAGHREAFI9%
~RENEEER
R REELH
ERAEE 2 FR
LS

R BAEMGRE LN L EL IR K
BESFFREZFREARMBRIZ mH
REBTAERERTE - At - B2
HREFEHFELRAE -

AEERARRALREFERATIIER
B R AR #TA] RARIERT &R - (27T
S EE =
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For the year ended 30 June 2009 HE_TTNFAA=THILFE

2. APPLICATION OF NEW AND REVISED HONG 2. IRMFTREETNE B

KONG FINANCIAL REPORTING STANDARDS MR EZEA @)
(Continued)
HKFRSs Improvements to HKFRSs! BB REER BRNBREER 2
(Amendments) (CHEY) Mt
HKFRSs Improvements to HKFRSs 20092 BB B RS ER ZZTNERBHEG
(Amendments) (CHEY) SR 7 B2
HKAS 1 (Revised) Presentation of Financial ARG EAEIR BHIwKk 20
Statements? (&E3T)
HKAS 23 (Revised) Borrowing Costs? BB ERFE23%R BEHAS
(& E3T)
HKAS 27 (Revised) Consolidated and Separate BB ERE2H GARBYHBRER
Financial Statements? (&153T)
HKAS 32 & 1 Puttable Financial Instruments BB L AR E 325 RERBIAR
(Amendments) and Obligations Arising on RE1H (BFTA) BRELZAME
Liquidation®
HKAS 39 Eligible Hedged Items? BB G LR F 395 AEREHIER
(Amendment) (CHEN)
HKFRS 1 & HKAS 27 Cost of an Investment in a BERBRELEDE R Wﬁ%"* - HREE
(Amendments) Subsidiary, Jointly Controlled REBGHENE27H  HlIARREE A
Entity or Associate? CCHES Z&Q%ZF’
HKFRS 2 Vesting Conditions and BERBREENESE BEEEREE
(Amendment) Cancellations® CHES)
HKFRS 3 (Revised) Business Combinations? BRMBREENER EBAH
(& 53T)
HKFRS 7 Improving Disclosures about BERRBREENETR SRIARKEZE
(Amendment) Financial Instruments? (BETA)
HKFRS 8 Operating Segments? BRMBREEEST LEHE
HK(FRIC) - Int 15 Agreements for the Construction of k5 (AR BRERE HEFBHEZHZE
Real Estate® LE2) -2EBE15H
HK(IFRIC) - Int 16 Hedges of a Net Investment in 5 (AR BHRERE BIEEFREESR
a Foreign Operation® Z8¢) -2EZI16%
HK(FRIC) - Int 17 Distributions of Non-cash Assets to % (ERMBRERE REAEDLERE
Owners? Z8g) -2EEITR  BE
HK(FRIC) - Int 18 Transfers of Assets from Customers® BEERBERERE BEFEREES
ZEg) -ABEISR
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For the year ended 30 June 2009

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(Continued)

L Effective for annual periods beginning on or after 1 January
2009 except the amendments fo HKFRS 5, effective for

annual periods beginning on or after 1 July 2009

2 Effective for annual periods beginning on or after 1T January

2009, 1 July 2009 and 1 January 2010, as appropriate

9 Effective for annual periods beginning on or affer 1 January
2009

2 Effective for annual periods beginning on or after 1 July 2009

g Effective for annual periods beginning on or after 1 October
2008

® Effective for transfers on or after 1 July 2009

The Group is in the process of making an assessment of the
impact of these new and revised HKFRSs upon initial
application. So far, it has concluded that while the
adoption of HKFRS 8 and HKAS 1 (Revised) may result in
new or amended disclosures and the adoption of HKFRS 3
(Revised), HKAS 27 (Revised) may result in changes in
accounting policies. The directors of the Company have
‘commenced considering the potential impact of the other
new or revised standards, amendments or interpretations
but not yet in a position to determine whether they would
have a significant impact on how its results and financial

position are prepared and presented.

RE-TEASSASHALER

RANFET RBIETNE B
R EZER @)

BREBMBEREERFSR BTN =

ZTNFEA B2 RFARZEES

AR AR —ZEZNF-—H B

Z1&FA 2 FE R AR

2 RZZZENF—-F—H ZZZENFL
A—BR-Z—ZF—A—R8W#Es)
2 & FA < FE IR AR

8 R-ZBTNF—A-HARZRAKZF
B

4 RIBENFL B —BRZERIRZF
B AR

° REZENF+A-BRZEFIRZF
[E HifE A 2K

e H_TTENFELA-HARZRZEER

24

A B IE 2 A B R ER A X F R AT &
EAEBPBHRELEN ZTE - HER
RI/RLE SR E B oS R
F8/REFB G ERNE R (KR A
RSN EAEBT 2 HE - MERE
BUBRMEERNEIT (RE REES
FHERIF275R (RIBR]) A EBHEFT K
RELEY  ARFEZSCHHEER
H A7 R] SRR 28 - BRIk Bz
BETE  ERAREEEXFE &
RRREe T URE N ERAXERY
BIRREREMNERTE -
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For the year ended 30 June 2009 BE_ZZNFAA=THLFE

3. SIGNIFICANT ACCOUNTING POLICIES 3.

Statement of compliance

These consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards ("HKFRS”), which collective
term includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
and interpretations issued by HKICPA, accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance.
These consolidated financial statements also comply with
the applicable disclosure provisions of the GEM Listing Rules.

Basis of preparation

The consolidated financial statements have been prepared
on the historical cost basis except for financial instruments,
which are measured at fair value. The measurement bases
are fully described in the accounting policies below.

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions
are based on historical experience and various other
factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making
the judgements about carrying values of assefs and
liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

8= B

AEAMBRRIBBEMBERZES
MBREER ([FBHBREER
HEA GO BEMEBTESMAS
BAER 2 @R BEEMBRELEN - F
AR EINEE)  BELERMNZ
S RAIRER R RED 2 WEHRE M
wE - AFAMBRRINTRAIER L
MHRAIZBERRERTE -

mEREE

BARTIIA D RE LR AT LR
BEBTADUATFEE - RS2
AT X2 BB -

EEERAERETABBM B REER
ZHBHRRFELH SRR ZERAR
BE B - MARXEZEREHEE

B Z A AETARER - R E A
NEABRRHIABEERNETESRE
BATHRREEZLMMARSEE
H 8 RS AR B DR BIR i B MR 1A
BrEERAGBEZREEELHE 2 £
- BRERIBRINZEMGT
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES

STATEMENTS

(Continued)
Basis of preparation (Continued)

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both
current and future periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the financial
statements and estimates with a significant risk of material
adjustment in the next year are discussed in note 4.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities
controlled by the Company (its subsidiaries) made up to
30 June each year. Control is achieved where the
Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits from
its activities.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
in line with those used by other members of the Group.
All infra-group transactions, balances, income and
expenses are eliminated on consolidation.

MR EE )

B EJEAﬁiE%ﬁﬂ‘Eiiﬁu%&*HﬁMx
R o WA ZEFTRAREZNR

E'Jﬁ@@ﬂgﬂﬁﬁaﬂ%{ FIHIRIMERR - 3K
HRBERZEANRERERERE - B
B RREET HME 5T B R A 1% HATH] AR

EEERBEEMEREEAMELY
MBEBREEERTE ZHE - ARK

ARERN T EEELERBEZ BRI
FEARE R

Il‘/j_\ = /\E E :E—

A M MRMEARR T RAR B
NE(EMBAR BESFAA=1H
RIEZHERR - MARTBHEEE—
AR RELERE - EREE
BHRERMNE - BISESZEHHE -

B ARz M RMERNE T ERELH
B UEESHTBRREAREREMKE
NEFTRARE 2 -

FIBERERADBEZR
kXN EERE Hﬂvhﬁlﬁ% 0

RERR IR
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For the year ended 30 June 2009 BE_ZZNFAA=THLFE

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)
Basis of consolidation (continued)

Minority interests in the net assefs of consolidated
subsidiaries are presented separately from the Group’s
equity therein. Minority interests in the net assets consist of
the amount of those interests at the date of the original
business combination and the minority’s share of changes
in equity since the date of the combination. Losses
applicable to the minority in excess of the minority’s interest
in the subsidiary’s equity are allocated against the inferests
of the Group except to the extent that the minority has a
binding obligation and is able to make an additional
investment fo cover the losses.

Business combinations

The acquisition of businesses is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or assumed,
and equity instfruments issued by the Group in exchange
for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s
idenftifiable assets, liabilities and contingent liabilities that
meet the conditions for recognition under HKFRS 3 “Business
Combinations” are recognised at their fair values at the
acquisition date.

Goodwill arising on acquisition is recognised as an asset
and initially measured at cost, being the excess of the cost
of the business combination over the Group’s interest in
the net fair value of the identifiable assefts, liabilities and
confingent liabilities recognised. If, after reassessment, the
Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess
is recognised immediately in profit or loss.

GEREEE®

PEBERESZEREZEANBAREE
FERKREARAKSECESZORAE
o LBERREREZEEFERR
REXBEHERRSHBEZEHE N
RAEHABEDBBREE 2 EDE
8- PERREHEBREL D BBRE
HHBAREDE SRR NS E DY
W ERLBERAEBNRNEERE
BENERBEIIMNEEABAZEBRER
Hhe

SR

WRE X AR BIATIRR - WA AR
BMEBRETZEE FMESSAEZ
BB R AN S R B M R 1 B Il
MBT2EET R A FEARE L
EB AT EREE 2 EAKRAFE - 3
WEEZABANEE  BERKAAE
M EEAMBRELNEIR(EZHa
OF | 2 RN - BB AERUER ZA
FETAER -

WEEL BB EREERR 121K
RAMERTE - BRI TS & FF A
BARBNRCHERABBIEE - AR
FREBRAFFEI R ZIER - ME
BERAHAER  AREREKRET 2@
MEE AEMIRAERFREE
SERBER A G - Rl BRI AD
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3. SIGNIFICANT ACCOUNTING POLICIES
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FHEEHEREE  AERIAREBELXF

(Continued)
Business combinations (Continued)
The interest of minority shareholders in the acquiree is initially

measured at the minority’s proportion of the net fair value
of the assets, liabilities and contingent liabilities recognised

FEZEPIFTE -

G
WIS EBEE 2 BB ERABL A
SENEE ARBERAES 2 AT#EAE
E-BERFIABEBEZATEMGER
ZETE o BAMERAABEME #A

Goodwill
Goodwill arising on acquisitions of a business represents the
EEETIER

excess of the cost of acquisition over the Group’s interest
in the fair value of the identifiable assets, liabilities and
AREARATS  WEXBEE EHE
Tho B ZE TEHR & X H W 17 [R) RUE 2
ZERRCELEE TR BHEeELEE LA
Al - BAOREEEZH eELEETEEE
NEANRBTREMEBETTRLEIRE
FETREAR - BRETBEFERERE
= - BHEEE

TWERELA2EEMS
AN G =T
5]

contingent liabilities of the relevant business at the date of
acquisition. Such goodwill is carried at cost less any

identified impairment losses
For the purposes of impairment testing, goodwill arising from
an acquisition of business is allocated to each of the

ZHEELXETER
EITRENR - EREELETZAIK
RZETZREER  BES

relevant cash-generating units, or groups of cash-
BEEAETHEUMRZETHME

generating units, that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to
which goodwill has been allocated is fested for impairment

annually, and whenever there is an indication that the unit

may be impaired. For goodwill arising on an acquisition in
a financial year, the cash-generating unit to which goodwiill

has been allocated is tested for impairment before the end
of that financial year. When the recoverable amount of
the cash-generating unit is less than the carrying amount
of the unit, the impairment loss is allocated to reduce the
carrying amount of any goodwill allocated to the unit first,
and then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit. Any

impairment loss for goodwill is recognised directly in the
consolidated income statement. An impairment loss for

EIEa=EE
oz EMEEZREE  HEUZET
ARBEEEZ REEREERZLMIH A
EZETTZHEMEE - AN ERES

BREAESREERER - IERES

BTeRnAEBEER -

goodwill is not reversed in subsequent periods
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For the year ended 30 June 2009 BE_ZZNFAA=THLFE

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)
Goodwill (continued)

Capitalised goodwill arising on acquisition of a business is
presented separately in the consolidated balance sheet.

On subsequent disposal of the relevant cash-generating
unit, the attributable amount of goodwill capitalised is
included in the determinatfion of the amount of profit or
loss on disposal.

Subsidiaries

Subsidiaries are entities controlled by the Group. Control
exists when the Group has the power to govern the
financial and operating policies of an entity so as to obtain
benefits from its activities. In assessing control, potential
voting rights that presently are exercisable are taken into
account.

The results of subsidiaries are included in the Company’s
income statement to the extent of dividends received and
receivable. The Company’s investments in subsidiaries are
stated at cost less any impairment losses.

Intangible assets
Intangible assets acquired separately

Intangible assets acquired separately and with finite useful
lives are carried at costs less accumulated amortisation and
any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided on a
straight-line basis over their estimated useful lives.
Alternatively, intangible assets with indefinite useful lives
are carried at cost less any subsequent accumulated
impairment losses.

(SRS )

WiE—REBMEL BN EBERE
REEABRANEBED -

RERHERBREELELR  £8
£ AR BER ST ARBEERNE

b /8~ A

MEABREIAREZG 2ER - EX
SEERIXE-HERBZMBEREER
R WHEMKERBHEENS - A&
ERBRATAEE RS o GG
B BeLZERMATEIEERR

1 -
M8 A Al AR W R B S AT A
AREEER - ARARMBRRZE

B TR AMERUE DR E B R SRR -

;;m

VASRWA D~
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For the year ended 30 June 2009 BE_ZZNFAA=THLFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTHE®
(Continued)

Intangible assets (Continued)
Intangible assets acquired separately (Continued)

On initial recognition, intfangible assets acquired separately
other than from business combinations are recognised at
cost. After initial recognition, infangible assets with indefinite
useful lives are carried at cost less any identified impairment
loss. Infangible assets with finite useful lives are amortised
on a straight-line basis over its useful lives, and carried at
cost less accumulated amortisation and accumulated
impairment loss.

Gains or losses arising from derecognition of an infangible
asset are measured at the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in the consolidated income statement
when the asset is derecognised.

Intangible assets with indefinite useful lives are tested for
impairment annually by comparing their carrying amounts
with their recoverable amounts, irrespective of whether
there is any indication that they may be impaired. If the
recoverable amount of such infangible assefts is estimated
fo be less than ifs carrying amount, the carrying amount of
the other intangible assets is reduced tfo its recoverable
amount. An impairment |oss is recognised as an expense
immediately.

When an impairment loss subsequently reverses, the
carrying amount of such intangible assets is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the
carrying amount that would have been determined had
no impairment loss been recognised for that intangible
assets in prior years. A reversal of an impairment loss is
recognised as income immediately.
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTHEE®

(Continued)

Intangible assets (Continued)
Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are
identified and recognised separately from goodwill where
they satisfy the definition of an intfangible asset and their
fair values can be measured reliably. The cost of such
infangible assets is their fair value at the acquisition date.

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at cost less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intfangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful
lives. Alternatively, intangible assets with indefinite useful
lives are carried at cost less any subsequent accumulated
impairment losses.

Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through future
commercial activity.

The amount initially recognised for internally-generated
infangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the
recognition criteria. Where no internally-generated
infangible asset can be recognised, development
expenditure is charged to profit or loss in the period in which
it is incurred.
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Intangible assets (Continuea)
Research and development expenditure (Continued)

Subsequent to initial recognition, internally-generated
infangible asset is reported at cost less accumulated
amortisation and accumulated impairment losses, on the
same basis as intangible assets acquired separately.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment
losses.

The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its infended use. Major costs incurred in
restoring assets to their normal working conditions are
charged to the income statement. Improvements are
capitalised and depreciated over their expected useful
lives.

The gain or loss arising from the retirement or disposal of
property, plant and equipment is determined as the
difference between the estimated net sales proceeds and
the carrying amount of the assets and is recognised as
income ar expense in the income statement.
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For the year ended 30 June 2009

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Depreciation is calculated to write off the cost less
accumulated impairment losses of property, plant and
equipment over their estimated useful lives from the date
on which they become fully operational and after taking
info account their estimated residual values, using the
straight-line method as follows:

M~ BENRE @

WE  BEMRBIAEEEHEFEZ
EEAIERES  KAEREEATE
Y st ARt RIBREERAHRITE - A
MR PR A (BB R EHRE B 1R

Computer equipment 5 years B R HE
Furniture and fixtures 5 years RANETEEE A=
Office equipment 5 years WRNERE F4F
Leasehold improvements over the remaining HEMEEE 1R T A 49 8P
lease term
Motor vehicles 5 years RE Fag:d
The assets’ residual values and useful lives are reviewed, rEBeRSEERHEE ZFRER
and adjusted if appropriate, at each balance sheet date. IR iﬁfﬂ TRRET - WA HE & R
T LAFREE o
The carrying amounts of property, plant and equipment AEEERZEEARBREDREY
are reviewed for indications of impairment at each * - HWER f%ZﬁEﬁTELTTﬁJ fie]

balance sheet date. An impairment loss is recognised to
the extent that the carrying amount of an asset, or the cash-
generating unit fo which it belongs, is more than its
recoverable amount. The recoverable amount of an asset,
or of the cash generating unit to which it belongs, is the
greater of its net selling price and value in use. In assessing

BESHMBRSELAETZRAES
RERWEIEEE - AIERRERSE - &
EXHEMBREELETZAIKEISHE
REFEENEFEREEMNER VS
F o ErHEEREER - BFARE S
/ImEEJ//\—J&Hg%EﬂHﬂi%MBTFEH @Z?ﬁ

value in use, the estimated future cash flows are discounted el M2 EE 2B R 2 BRI
to their present value using a pre-tax discount rate that fﬂ%ﬁfﬁﬁiﬁﬁ o fie) R RO 7 E AT i Bl &
reflects current market assessments of time value of money B2 lhstEAEA - AR EEE R

and the risks specific to the assets. An impairment loss is
reversed if there has been a favourable change in
estimates used to determine the recoverable amount.
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Impairment of tangible and intangible assets
other than goodwill

At each balance sheet date, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. In addition, infangible
assets with indefinite useful lives and infangible assets not
yet available for use are tested for impairment annually,
and whenever there is an indication that they may be
impaired. If the recoverable amount of an asseft is
estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount.
An impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income
immediately, unless the relevant asset is carried at a
revalued amount under another standard, in which case
the reversal of the impairment loss is freated as revaluation
increase under that standard.
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For the year ended 30 June 2009 BE_ZZNFAA=THLFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EEEHHEE ®
(Continued)
Leases Y

Leases that fransfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal fitle,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised at
the present value of the minimum lease payments and
recorded together with the obligation, excluding the
interest element, to reflect the purchase and financing.
Assets held under capitalised finance leases are included
in property, plant and equipment, and depreciated over
the shorter of the lease terms and the estimated useful lives
of the assets. The finance costs of such leases are charged
to the income statement so as to provide a constant
periodic rate of charge over the lease ferms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but
are depreciated over their estimated useful lives.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessee,
rentals payable under the operating leases are charged
to the consolidated income statement on the straight-line
basis over the lease terms.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is based on invoiced value of goods purchased
on weighted average basis and net realisable value is
based on estimated selling prices less estimated selling
expenses.
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets

The Group classifies its financial assets in the following
categories: loans and receivables and available-for-sale
investments. The classification depends on the purpose for
which the financial assets were acquired. Management
determines the classification of its financial assets at inifial
recognition and re-evaluates this designation at every
reporting date.

(@) Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included in
current assets, except for maturities greater than 12
months affer the balance sheet date. These are
classified as non-current assets. Loans and receivables
are classified as trade receivables, prepayments,
deposits and other receivables, amounts due from
subsidiaries, amount due from a director, amount due
from a related company and cash at bank in the
balance sheet.

(b) Available-for-sale investments

Available-for-sale investments are non-derivatives
financial assets in listed equity securities that are either
designated in this category or not classified in any of
the other categories. They are included in non-current
assets unless management intends to dispose of the
investment within 12 months of the balance sheet
date.
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)
Financial assets (Continued)

Regular purchases and sales of investments are recognised
on frade-date - the date on which the Group commits to
purchase or sell the asset. Investments are initially
recognised at fair value plus transaction costs for all
financial assets not carried at fair value through profit or
loss. Investments are derecognised when the rights to
receive cash flows from the investments have expired or
have been transferred and the Group has transferred
substantially all risks and rewards of ownership. Available-
for-sale financial assets are subsequently carried at fair
value. Loans and receivables are carried at amortised cost
using the effective interest method, less any provision for
impairment.

Changes in the fair value of monetary securities
denominated in a foreign currency and classified as
available-for-sale are analysed between translation
differences resulting from changes in amortised cost of the
security and other changes in the carrying amount of the
security. The translation differences are recognised in the
income statements, and other changes in carrying amount
are recognised in equity. Changes in the fair value of
monetary securities classified as available-for-sale are
recognised in equity.

When securities classified as available-for-sale are sold or
impaired, the accumulated fair value adjustments
recognised in equity are included in the income statement.
Dividends on available-for-sale equity instruments are
recognised in the income statement when the Group’s right
to receive payments is established.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTHE®

(Continued)

Financial assets (Continued)

The fair values of quoted investments are based on current
bid prices. If the market for a financial asset is not active
(and for unlisted securifies), the Group establishes fair value
by using valuation techniques. These include the use of
recent arm’s length transactions, reference to other
instruments that are substantially the same, discounted
cash flow analysis, and option pricing models, making
maximum use of market inputs and relying as little as
possible on entity-specific inputs.

The Group assesses at each balance sheet date whether
there is objective evidence that a financial asset or a group
of financial assets is impaired. In the case of equity securifies
classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is
considered an indicator that the securities are impaired. If
any such evidence exists for available-for-sale investments,
the cumulative loss - measured as the difference between
the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously
recognised in the income statement - is removed from
equity and recognised in the income statement.
Impairment losses recognised in the income statement on
equity instruments are not reversed through the income
statement. Impairment testing of trade and other
receivables is described in note set out below.
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)
Trade and other receivables

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment.
A provision for impairment of frade and other receivables
is established when there is objective evidence that the
Group will not be able to collect all amounts due according
to the original terms of receivables. Significant financial
difficulties of the debtor, probability that the debtor will
enter bankruptcy or financial reorganisation, and default
or delinquency in payments are considered indicators that
the frade receivable is impaired. The amount of the
provision is the difference between the asset’s carrying
amount and the present value of estimated future cash
flows, discounted at the effective interest rate. The amount
of the provision is recognised in the income statement.
When trade and other receivables are uncollectible, they
are written off against the allowance account for trade
and other receivables.

Cash and cash equivalents

Cash and cash equivalents comprise cash af bank and in
hand, demand deposits with banks and short-term highly
liquid investments which are readily convertible into known
amounts of cash and which are subject to an insignificant
risks of changes in value. Bank overdrafts that are
repayable on demand and form an integral part of the
Company’s cash management are also included as a
component of cash and cash equivalents for the purpose
of the cash flow statement.
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For the year ended 30 June 2009

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial liabilities

The Group’s financial liabilities include trade payables,
other payables and accruals, amount due to a subsidiary,
borrowings and convertible notes.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised as
an expense in finance costs in the income statement.

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another
from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified,
such an exchange or modification is freated as a
derecognition of the original liability and the recognition
of a new liability, and the difference in the respective
carrying amount is recognised in the income statement.

Trade and other payables

Trade and other payables are recognised initially at fair
values and thereafter stated at amortised cost unless the
effect of discounting would be immaterial, in which case
they are stated at cost.
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES 3.

> 83 Ay

(Continued)
Interest-bearing borrowings

Borrowings are recognised initially at fair value, net of
fransaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the income statement over the
period of the borrowings using the effective interest
method. Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer settlement
of the liability for at least 12 months after the balance sheet
date.

Convertible notes

Convertible notes that can be converted to equity share
capital at the option of the holder, where the number of
shares that would be issued on conversion and the value
of the consideration that would be received at that time
do not vary, are accounted for as compound financial
instruments which contain both a liability component and
an equity component.

Convertible notes issued by the Company that contain
both financial liability and equity components are classified
separately intfo respective liability and equity components
on initial recognition. On initial recognition, the fair value
of the liability component is determined using the prevailing
market interest rate for similar nonconvertible debts. The
difference between the proceeds of the issue of the
convertible notes and the fair value assigned to the liability
component, representing the call option for conversion of
the note into equity, is included in equity as convertible
notes reserve.
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For the year ended 30 June 2009 BE_ZZNFAA=THLFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTHE®
(Continued)

AR EE #)

Convertible notes (continued)

The liability component is subsequently carried at amortised B EE D B gt A B = E R K
cost using the effective interest method. The equity AIER - BB EERBNER

component will remain in equity until conversion or A BEEHBRNKBERIZE AL -

redemption of the note.

HEBELE TRERREHEERAR
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When the note is converted, the convertible notes reserve
and the carrying value of the liability component at the

tfime of conversion, is fransferred to share capital and share
premium as consideration for the shares issued. If the note
is redeemed, the convertible notes reserve is released
directly to retained profits.

Provision and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Company has a legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions are
stated at the present value of the expenditures expected
to seftle the obligation.

Where it is not probable that an outfflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of oufflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed
as contingent liabilities unless the probability of outflow of
economic benefits is remote.
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For the year ended 30 June 2009 BE_ZZNFAA=THLFE

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)
Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue and costs, if applicable, can be measured reliably
and on the following bases.

Service income is recognised in the period when services
are rendered.

Sale of goods is recognised on transfer of risks and rewards
of ownership, which generally coincides with tfime when
goods are delivered to customers and title has passed.

Gain on disposal of securities is recognised on the frade
day.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through
the expected life of the financial asset to that asset’s net
carrying amount.

Foreign currencies

In preparing the financial statements of each individual
group entity, fransactions in currencies other than the
entity’s functional currency (foreign currencies) are
recorded in its functional currency (i.e. the currency of the
primary economic environment in which the entity
operates) at the rate of exchanges prevailing on the dates
of the fransactions. At each balance sheet date, monetary
items denominated in foreign currencies are re-translated
at the rates prevailing on the balance sheet date.
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3. SIGNIFICANT ACCOUNTING POLICIES
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(Continued)
Foreign currencies (Continued)
Exchange differences arising on the settlement of monetary
items, and on the re-translation of monetary items, are
recognised in profit or loss in the period in which they arise. TR ©
For the purposes of presenting the consolidated financial MERGEVBREME * AEERF
statements, the assets and liabilities of the Group’s EEJ\E# ME([REE]) EfbihE 2 & E
‘ i i RafE  REZAEREXBRERAR
AlZ2RE% BENET) - MABR<IK
FRTHERBRE - FRIFHAEEKIE
RUEEERT  RIERAR S A HE
s

operations in other parts of the People’s Republic of China
HE) R
HEEX - TEAEN =% (1NA)

("PRC") are translated into the presentation currency of
the Company (i.e. Hong Kong dollars) at the rate of
exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average E
exchange rates for the year, unless exchange rates REIE TR (BB R REE)
fluctuate significantly during the period, in which case, the HEFEROEFEEBHRAEERRA
exchange rates prevailing at the dates of fransactions are R o
used. Exchange differences arising, if any, are recognised
as a separate component of equity (the exchange
fluctuation reserve). Such translation differences are
recognised in profit or loss in the period in which the PRC
operation is disposed of.
B8
REFEMREHRE BT E KRLES A
BERBEZEE) - BAATIE FORIED
Eé?&%ﬁz
HEEEEERNER AR A
CEUWBERAT  ZEBEAR

HHERE RN

% BIfERIR
REESNFER ©
ﬁaaﬁm&ﬁgi

BNEAFL TR AR A 4
BEEMZREANRNFERERBUWAG
ZEHEMTKRE  RBTEFEEMNTE

Taxation
Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in the income statement except to the
extent that they relate to items recognised directly in equity,

in which case they are recognised in equity
Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
AT o

enacted at the balance sheet date, and any adjustment

to tax payable in respect of previous years
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3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Taxation (Continued)

Deferred tax assets and liabilities arise fromn deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credifs.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised.

The amount of deferred tax recognised is measured based
on the expected manner of readlisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet
date. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
each balance sheet date and is reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that it
becomes probable that sufficient taxable profits will be
available.

Operating leases

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases
(net of any incentives received from the lessor) are charged
in the income statement on a straight-line basis over the
period of the lease.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTHE®
(Continued)

Employee benefits
Defined contribution plan

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible to
participate in the MPF Scheme. Contributions are made
based on a percentage of the employees’ basic salaries
and are charged to the income statement as they become
payable in accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately from
those of the Group in an independently administered fund.
The Group’s employer confributions vest fully with the
employees when contributed into the MPF Scheme.

The employees of the Group'’s subsidiaries which operate
in the PRC are required to participate in a central pension
scheme operated by the local municipal government.
These subsidiaries are required to conftribute certain
percentage of their payroll costs fo the cenfral pension
scheme. The contributions are charged to the income
statement as they become payable in accordance with
the rules of the cenfral pension scheme.

Shortsterm employee benefits

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made for
the estimated liability for annual leave as a result of services
rendered by employees up to the balance sheet date.
Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the time
of leave.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTHEE®

(Continued)

Equity-settled share-based payment
transactions

Share options granted to employees of the Group

The fair value of services received determined by reference
to the fair value of share options granted at the grant date
is recognised as an expense in full at the grant date when
the share options granted vest immediately, with a
corresponding increase in equity (share option reserve).

If vesting periods or other vesting conditions apply. the
expense is recognised over the vesting period, based on
the best available estimate of the number of share options
expected to vest. Non-market vesting conditions are
included in assumptions about the number of options that
are expected to become exercisable. Estimates are
subsequently revised, if there is any indication that the
number of share options expected to vest differs from
previous estimates. No adjustment to expense recognised
in prior periods is made if fewer share options ultimately
are exercised than originally vested.

At the time when the share options are exercised, the
amount previously recognised in share option reserve will
be transferred to share capital and share premium. When
the share options are still not exercised at the expiry date
or cancels, the amount previously recognised in share
opftion reserve will be transferred to retained profits.
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For the year ended 30 June 2009 HE_TTNFAA=THILFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EEEHHEE ®
(Continued)

Equity-settled share-based payment
transactions (Continued)

Share options granted to consultants and advisors

Share options issued in exchange for goods or services are
measured at the fair values of the goods or services
received. The fair values of the goods or services received
are recognised as expenses immediately, unless the goods
or services qualify for recognition as assets. Corresponding
adjustment has been made to equity (share option
reserve).

Related parties

A party is considered to be related to the Group if:

(a) the party, directly, or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common conftrol with, the Group; (ii) has an interest
in the Group that gives it significant influence over
the Group; or (i) has joint control over the Group;

(b) the party is a jointly-controlled entfity;

(c) the party is a member of the key management
personnel of the Group;

(d) the party is a close member of the family of any
individual referred to in (a) or (c);
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3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)
Related parties (Continued)

(e) the party is an entity that is controlled, jointly-
conftrolled or significantly influenced by or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in (c)
or (d); or

() the party is a post-employment benefit plan for the
benefit of employees of the Group, or of any entity
that is a related party of the Group.

Close family members of an individual are those family
members who may be expected fo influence, or be
influenced by, that individual in their dealings with the
entity.

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that are
different from those of other segments.

In accordance with the Group’s internal financial reporting
system, the Group has chosen business segment
information as the primary reporting format and
geographical segment information as the secondary
reporting format for the purpose of these financial
statements.
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For the year ended 30 June 2009

3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Segment reporting (Continued)

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis to that
segment. For example, segment assets may include trade
receivables and property, plant and equipment. Segment
revenue, expenses, assets, and liabilities are determined
before infra-group balances and intra-group transactions
are eliminated as part of the consolidation process, except
to the extent that such infra-group balances and
fransactions are between group entferprises within a single
segment.

Segment capital expenditure is the total cost incurred
during the period to acquire segment assets (both tangible
and intangible) that are expected to be used for more than
one period.

Unallocated items mainly comprise financial and corporate
assets, borrowings, corporate and financing expenses.
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For the year ended 30 June 2009

4. KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies,
management makes various estimates based on past
experiences, expectations of the future and other
information. The key sources of estimation uncertainty that
may significantly affect the amounts recognised in the
consolidated financial statements are disclosed below:

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating unit
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the present
value. Where the actual future cash flows are less than
expected, a material impairment loss may arise.

Impairment of non-financial assets (other
than goodwill)

The Group assesses whether there are any indicators of
impairment for all non-financial assets at each reporting
date. Indefinite life intangible assets are tested for
impairment annually and at other times when such
indicator exists. Other non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. When value in use
calculations are undertaken, management must estimate
the expected future cash flows from the asset or cash-
generating unit and choose a suitable discount rafe in
order to calculate the present value of those cash flows.
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4. KEY SOURCES OF ESTIMATION 4, B THEEHEZEERR

UNCERTAINTY (continued)

Trade receivables

The Group’s management determines the provision for
impairment of frade receivables based on an assessment
of the recoverability of the receivables. This assessment is
based on the credit history of its customers and other
debtors and the current market condition which requires
the use of judgements and estimates. When the
expectation on the recoverability of tfrade receivables is
different from the original estimates, such difference will
impact the carrying value of trade receivables and
impairment provisions in the periods in which such estimate
has been changed. Management assesses the provision
at each balance sheet date.

Impairment of available-for-sale investment

The Group classifies certain asset as available-for-sale and
recognizes movements of its fair value in equity. When the
fair value declines, management makes assumptions about
the decline in value to determine whether there is an
impairment that should be recognised in the income
statement.

Income taxes

The Group is subject to income taxes mainly in Hong Kong
and Mainland China. Significant judgement is required in
determining the amount of the provision for income taxes.
There are certain transactions and calculations for which
the ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the income
tax and deferred tax provisions in the period in which such
determination is made.
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For the year ended 30 June 2009

4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Income taxes (Continued)

Recognition of deferred tax assets, which principally relate
to tax losses, depends on the management’s expectation
of future taxable profit that will be available against which
the tax losses can be utilised. The outcome of their actual
utilisation may be different.

Valuation for convertible notes

The directors use their judgement in selecting an
appropriate valuation technique for the Company’s
convertible notes at initial recognition which are not
quoted in the active market. Valuation techniques
commonly used by market practitioners are applied. The
fair value of convertible notes at initial recognition is
estimated by independent professional valuers based on
actual fransactions of the financial instruments in the
market or transactions of similar financial instruments which
generally represent the best estimate of the market value.
The fair value of convertible notes at initial recognition
varies with different variable and certain subjective
assumptions. Any changes in these variables so adopted
may materially affect the estimation of the fair value of
convertible notes.
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For the year ended 30 June 2009

4. KEY SOURCES OF ESTIMATION

UNCERTAINTY (continued)

Valuation for share options

The fair value of the options granted is estimated by
independent professional valuers based on the various
assumptions on volatility, life of options, dividend paid out
rate and annual risk-free interest rate, excluding the impact
of any non-market vesting conditions, which generally
represent the best estimate of the fair value of the opftions
at the date of granting the options. Any changes in these
variables so adopted may materially affect the estimation
of the fair value of share options.

5. TURNOVER

Turnover represents the aggregate of net invoiced value
of sales, after sales allowance for returns and trade
discounts, and income from provision of services.

Revenue recognised during the year is as follows:
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Turnover S
Sales of goods EmiEE 263,951 32,821
Service income i8N 75,414 -
339,365 32,821
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For the year ended 30 June 2009

6. SEGMENT INFORMATION

Segment information is presented in respect of the Group’s
business and geographical segments. Business segment
information is chosen as the primary reporting format
because this is more relevant to the Group’s internal
financial reporting.

Business segment

The Group comprises the following main business segments:

HE-TTAENASTALEE

6.

A

7 EER

//“\\\‘4_

DEER TR AN SR B 2 7% R o
W22 c AREBOBEREAEH
WEREA TS R R 2 REAR S INEE ) - BRHR

REZHFIA -

3

AEBzTEXEKHEHEDWT ¢

2009 —BBhE
Contracting Wireless  Technical
revenue from  Encrypted digital audio solutions
ground wireless  integrated infegrated  and service Other
digital television circuits circuits income income Total
HARREFER BRYT RMBAAR |
PAE MBSk EECE  REREMA At A @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tén Tén TEn TEn Tén TEn
Revenue s
Segment fumover from RENREEZ
external customers PHEER 223,897 2,736 23,770 75414 13,548 339,365
Segment resulfs PEEE 64,410 448 14,524 67,288 5214 151,884
Unallocated income AAERA 11,602
Unallocated expenses APEEY (35,683)
Profit from operations gEiaA 127,833
Gain on disposal of subsidiories  HEMBAF 2 Yid 541
Impairment loss on availoble- AL ERERE
for-sale investments BB \ (2,174)
Loss on disposal of available- HETEREREZ
for-sale investments bR 9
Finance costs BENA (1,974)
Profit before taxation BB AR 123,435
Taxation HE (5,429)
Profit for the year EREH 118,006
Assefs BE
Segment assets ) %ﬁﬁﬁ 445,024 1,451 51,256 167,840 8,512 674,083
Unallocated assets RAAREE 29,037
Consolidated total assets RRBAE 703,120
Libilities &%
Segment liabilities AR 156,985 122 - 32,190 2,571 191,874
Unallocated liobilties AAEAE 24,193
Consolidated total liabilties RRBERE 216,667
Other information HiER
Capital expenditure BARX 417 3 - 669 68 4,857
Unallocated capital expenditure k2B E AR R 1,126
Total capital expenditure EABRR 5,983
Depreciation & 236 1 - 130 3 370
Unallocated depreciation RAARHE 423
Total depreciation FELE 793
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RE-TEASSASHALER

6. SEGMENT INFORMATION (Continued) 6. 7EBER @
Business segment (Confinued) X% E @)
2008 —BENF
Customised
Trading of Enterprise Thin Client
computer Thin Client  Application Investment
parts Solufions ~ Solutions holding Total
‘ TRERFH
BhRENH CXEEFH FEREs } X
25 BARR R BEER @t
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TAT T AT T THT
Revenue Wegs
Segment turnover REMREP 2
from external customers NEEER 32,821 - - - 32,821
Segment results SHLLE (452) (1,547) (739) (1,649) (4,387)
Unallocated expenses AAERE (1,101)
Loss from operations HEEE (5,488)
Impairment loss on ARHERE
available-for-sale REY SR
investments (10,350)
Finance costs BEKA -
Loss before taxation BRERIER (15,838)
Taxation B -
Loss for the year FRER (15,838)
Assets BE
Segment assets DEEE 2,535 47 - 65,060 67,642
Unallocated assets AOMEE 26
Consolidated total assets GAEBEE 67,668
_Liabilities afE
Segment liabilities AR 63 - - 220 283
Unallocated liabilities AOEAE 1,057
Consolidated total liabilities ~ #AMAEE 1,340
Otherinformation Hi B
Capital.expenditure BARRES 740 - - 1,066 1,806
Unallocated capital RABEEARR X
expenditure 12
Total capital expenditure BABHY 1,818
Depreciation nE 232 9 - 234 475
Unallocated depreciation AOERWE ]
Total depreciation nEBE 476
Geographical segment #h 35 75 &B

Over 90% of the Group’s revenue and assets are derived
from customers and operations based in the PRC (2008: in
Hong Kong) and accordingly, no further analysis of the
Group’s geographical segment is disclosed.

1B1B90% 2 K & B2 R & K E F
TEFPREE(ZEENF : KAE
) EHTRREA R 2

— 55 -
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7. OTHER INCOME 7.
2008
—EENF —ET)N\F
HK$’000 HKS$000
FERT FETT
Bank interest income RITH B A 69 1,181
Gain on disposal of HEJHEERE 2k
available-for-sale investments 7,138 8,933
Sundry income HMIEMA 1,918 21
Waive of other payables o E b JE T 5B 2,477 =
11,602 10,105
8. FINANCE COSTS 8. MEMA
2009 2008
—EENF —EE)N\F
HK$’000 HKS$000
FE T FET

Effective interest expenses on

convertible bonds (note 32)
Interest on loan from a shareholder
Interest on other loans

AR ER 2 BRI R

Fsc (FisE£32)
R E R Z S
HERZH B

1,749
43
182

1,974
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9. PROFIT/(LOSS) BEFORE TAXATION

RE-TEASSASHALER

The Group’s profit/(loss) before taxation is arrived at after

charging/(crediting):

9. BRBIANEF, (BiE)

AEERBATR T (B518) ToHkR G
A) TIIBREIR -

Auditors’ remuneration
Cost of inventories sold
Depreciation (note 14)
Exchange loss
Gain on disposal of
available-for-sale investments
Gain on disposal of subsidiaries
Impairment loss
- available-for-sale investments
- other receivables
- trade receivables
Loss on disposal of property,
plant and equipment
Loss on disposal of
available-for-sale investments
Operating lease charges
h 1 equipments and motor vehicles
- office premises
= staff quarter
Research and development costs
Staff costs (including directors’
remuneration - note 11)
- salaries and allowances
- pension scheme contributions
- share-based payment expenses

BN B £
FHHERA

e (MsE14)

fE 1R
HERATHEERE 2 WS

HEMBLQE 2 W

ZRIEN i
—AHEERE
— H YRR
— R R K

HEWE - BERKBZER

HEAHRHEREZER

B AR

BEIRA(BRES

M —HiEE)
—Fe lER
—RAREFBIHR
—BROXAFHEBERX

2009 2008
—EENF —EENF
HK$'000 HK$000
FET FATT
768 267
169,162 32,312
793 476

38 -
(7,138) (8.933)
(541) -
2,174 10,350
560 -

- 2,286

822 1
791 -
321 -
3,643 1,050
159 -
1,252 -
9,704 3,638
263 94
13,648 -
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For the year ended 30 June 2009 HE_TTNFAA=THILFE
10. TAXATION
2009 2008
—EEAE —ETNF
HK$’'000 HKS$"000
FER FHET
Current tax: ENERRR IE
Overseas SZN
- charge for the year —FRZH 5,711 -
Deferred tax: RIERIA -
Overseas SZN
- credit for the year (note 31) —FRE e (FFFE3T) (282) =
5,429 -
The provision for Hong Kong profits tax for 2009 is calculated —ZETENFBBNENBELAFE AT
at 16.5% (2008: 16.5%) of the estimated assessable profits JERTLREFIET R 16.6% (ZEZNE ¢
for the year. 16.56%) 5T &
No Hong Kong profits tax have been provided as the Group HRASEEE A B HARHIEEE K
had sufficient tax losses brought forward to set off against SH EF 1A 2 FE ARt A A A0 ph 5 A
the assessable profits for the year (2008: Nil). FRELRE (CZENE : F) o
Taxation arising in other jurisdictions, mainly the PRC, is EEMEDEER (F2EFER)EEZH
calculated at the rates prevailing in the respective BEHRS A AR 2 RITHEGE o

jurisdictions. The applicable enterprise income tax rate for A SRR E25% °
the PRC is 25%. |
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For the year ended 30 June 2009 HEZTTNFNA=1THLFE

10. TAXATION (Continued) 10. B8 (%)

In accordance with the approval from the relevant tax
authorities, Beijing Jingiao Hengtai Technology Company
Limited ("Beijing Jingiao™), a 93% owned subsidiary of the
Group operating in the PRC, is entitled to two years’
exemption from the PRC corporate income tax ("CIT")
followed by three years’ 50% relief from the CIT. The year
ended 31 December 2008 is the first profit-making year of
Beijing Jingiao for the purpose of CIT exemption.
Accordingly, no CIT was provided for the year ended 30
June 2009.

The charge for the year can be reconciled to the profit/
(loss) per the consolidated income statement as follows:

REBARGHREIE  RPBELE
ZAREEREAIIUIE B A E LR
ERERMEERAR([tReE]) #
HefmTBEERMER(EEMS
B ME - BER=FRIFAI ZLEMRFHR
BWEEE - AR ARCERSHM
FOHETE/N\F+-_A=t—HL
FERLIREHEREEMNFE - Bit
VERBE_FTENFAA=THLSF
B2 (REFTSHIELBAE

AEFZBRAXHEGEABRBERMRL
wA (BR) HERMT

2009 2008
—EZhE —ZEENF
HK$’000 HK$'000
FExT FHT
Profit/(Loss) before taxation BB AT T, (E518) 123,435 (15,838)
Tax at applicable tax rate BREAREGTE 2 BIR 28,546 (2,613)
Profits exempted from income tax R BANFTIS T 2 % A (24,545) -
Tax effect of TR 2 AIHTIBLE
" non-deductible expenses 5,764 2,706
Tax effect of non-taxable income ERBUA 2 HIBZE (3,665) (953)
Tax allowance for BARZ 2BIBRE
capital expenditure 12 (194)
Tax effect of tax losses RERMIBEEBE 2 HIBLE
not recognised 984 1,054
Utilisation of tax losses fF A RIBRIER IR S IE
not previously recognised (1,667) —

Taxation charge FiIE % 5,429 -
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11. DIRECTORS’ AND SENIOR EXECUTIVES' NESERERITHRAEME
EMOLUMENTS
Directors’ remuneration for the year, disclosed pursuant to RFEEEZHMBIEEIZER ETAR R
the GEM Listing Rules and Section 161 of the Hong Kong EBRAIGEHIE161IEHEWNT ¢
Companies Ordinance, is as follows:
2009 2008
—BEZhE —EENF
HK$’000 HK$’000
FHET FETT
Executive directors: WITES -
Fees we 2,451 1,428
Share-based payment expenses DT RIBR X 720 =
Pension scheme contributions BIREFT B 18 40
3,189 1,468
Non-executive director: EHITES -
Fees we 40 93
Independent B EITESE
non-executive directors:
Fees we 360 283
Share-based payment expenses & 1D T AT RIS 98 W

458 283

3,687 ¥ 1,844
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For the year ended 30 June 2009 HE_TTNFAA=THILFE
11. DIRECTORS’ AND SENIOR EXECUTIVES’ MN.EERESRITHRAEME
EMOLUMENTS (Continued) (#&)
2009 —EENF
Share-
based Pension
payment scheme Total
Fees expenses contributions remuneration
B3 3 A4 Bike
we REMX ot Bt 8 55
HK$'000 HK$'000 HK$’000 HK$’000
TR THER TERT TER
Executive directors: HOES:
Feng Yongming 7K 280 98 - 378
Li Tao TE 960 - - 960
Xiao Yan HE 781 215 996
Yeung Sau Han Agnes' ik 225 - 9 234
Yu Sau Lai! REE! 205 407 9 621
2,451 720 18 3,189
Non-executive director: FHTES
Cheung Siu Chung Cheever? o5& Ik 2 40 - - 40
Independent BUFHITES -
non-executive directors:
Chan Wai Dune? PR 4t v ® 100 98 - 198
Dong Shi 0 85 - - 85
Hu Dingdong HER 23 - - 23
+ Lum Pak Sum? AR ZR2 40 - - 40
Kwok Chung Yin? P E?2 40 - - 40
Wang Chin Mong! TRE 72 - - 72
360 98 - 458
2,851 818 18 3,687
g Resigned on 1 April 2009 L A\_ZETNFMHA—BEHE
2 Resigned on 21 November 2008 2 RNZEZNF+—AZ+—BEE
s Resigned on 11 August 2009 g RZZEZNFNA+—BEE
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For the year ended 30 June 2009 HE_TTNFAA=THILFE
11. DIRECTORS’ AND SENIOR EXECUTIVES' NESERERITHRAEME
EMOLUMENTS (continueqd) (&)
2008 —E2ENEF
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind  contributions  remuneration
e E=E BRe
we REMH = RELS {8 B
HKS$'000 HKS$'000 HKS$'000 HKS$'000
FEL FET FEL FEL
Executive directors: HOES:
Kwong Wai Ho Richard! BESR 228 - 4 232
Lam Shu Chung? NG 166 - 4 170
Law Fei Shing? B2 276 - 4 280
Li Tao =E 44 - - 44
Yau Hoi Kin' sy 228 - 4 232
Yu Sau Lai® REBS 243 - 12 255
Yeung Sau Han Agnes? BEE 243 - 12 255
1,428 - 40 1,468
Non-executive director: FHITES :
Cheung Siu Chung Cheever! o JK e 93 - - 93
Independent BUFNTES
non-executive directors:
Kwok Chung Yin® S 96 - - 96
Lam Nai Hung® MR Ty 5 72 - - f 72
Lum Pak Sum? MR 96 - - 96
Wang Chin Mong? TRES 19 - - 19
283 - - 283
1,804 - 40 1,844
! Resigned on 4 October 2007 ! RZZTLF+ AMEAET
2 Resigned on 16 October 2007 g REZZBZ+E+AHNBEE
3 Resigned on 1 April 2009 E RIZEZNFMA—BEE
4 Resigned on 21 November 2008 4 RIZZENF+T—A=-+—HEE
—_Z=F

5 Resigned on 27 March 2008 € " NE=RZ+LHEE
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For the year ended 30 June 2009

11. DIRECTORS’ AND SENIOR EXECUTIVES’

EMOLUMENTS (continueqd)

There was no arrangement under which a director waived
or agreed to waive any remuneration during the year (2008:
Nil).

The five highest paid employees during the year included
two (2008: one) directors, details of whose remuneration
are set out above. Details of the remuneration of the
remaining three (2008: four) non-directors, highest paid
employees for the year are as follows:

RE-TEASSASHALER

MNEBERERITHRAEMS
(&)

FA BECAESREXARBRELT
WMEe 22 (CETN\F : &) -

TR AExeHREEREMA (CET
NE: —R)EE  BREZHFHHBEER
EXHE -FR - BT=R(ZFZN
FOR)FEERSFHEEZHFIFE
mr

2009 2008

S L —EENF
HK$’'000 HK$’000
FHT FHT

Salaries, allowances and e ERREYHZE
benefits in kind

Share-based payment expenses  LARR D & E #5052

Pension scheme contributions RN FT B

1,693 1,498
1,418 =
24 39

3,135 1,637
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For the year ended 30 June 2009 HE_TTNFAA=THILFE
11. DIRECTORS’ AND SENIOR EXECUTIVES' MN.EERESRITHRAEME
EMOLUMENTS (Continued) (#&)
The number of the highest-paid individual senior executives FENTUTEHEzHZRHRRITHRA
whose emoluments fell within the following band is as BAZMT :
follows:
2009 2008
—EThF —TTENF
Nil - HKS1,000,000 #& — 1,000,000/ 7T 1 4
HKS$1,000,001-HK$2,000,000 1,000,001/ 7t — 2,000,0007% 7T 2 -
3 4
During the year, no emoluments were paid by the Group FRN - AEERERNARARRESHAM
to the directors of the Company or any of the five highest BRag ATHRERA—UEZAME  ER
paid individuals as an inducement to join or upon joining TalEEMBERIELABEEMBAREEER
the Group or as compensation for loss of office (2008: Nil). 2 RE BB AE (CEENE - &) o

12. PROFIT/(LOSS) ATTRIBUTABLETO EQUITY 12. XA T REREE A B

HOLDERS OF THE COMPANY R, (EE)

The consolidated profit/(loss) attributable to equity holders NEFZARRARERE ABIGERS &
of the Company for the year includes a loss of /S (BR) BEERARAR ZHEHRER
approximately HK$31,871,000 (2008: HKS7,978,000) which I8 7 E1E 431,871,000/ T (ZE2EEN
has been dealt with in the financial statements of the &+ 7,978,000/8 T) (FI5E35) °

Company (note 35).
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For the year ended 30 June 2009

13. EARNINGS/(LOSS) PER SHARE

(a)

Basic

The calculation of basic earnings/(loss) per share is
based on the consolidated profit attributable to the
equity holders of the Company of HK$110,698,000
(2008: a loss of HKS15,838,000) and weighted average
number of 981,251,000 (2008: 554,418,000) ordinary
shares in issue during the year.

Diluted

The calculation of diluted earnings per share for the
year ended 30 June 2009 was based on
HKS110,698,000, being the profit attributable to equity
holders of the Company. The weighted average
number of ordinary shares used in the calculation of
diluted earnings per share was 982,453,000 ordinary
shares, calculated based on the weighted average
of 981,251,000 ordinary shares in issue during the year
as used in the calculation of the basic earnings per
share plus the weighted average of 1,202,000 ordinary
shares deemed fo be issued at no consideration
assuming all the Company’s share options had been
exercised.

No diluted loss per share has been presented for the
year ended 30 June 2008 as the warrants issued during
the year ended 30 June 2008 have immaterial dilutive
effect on the basic loss per share.

BE_ZTTAFAA=THLFE

13. B R &

(a)

A, (B8)
=N

BIREARTN, (B8 2REAR
AIREREABGGEE R
110,698,000 (ZZTN\F : 6
$816,838,000/ 7T) M F RN E 1T
@Az hitE ¥ 5 £0981,251,000
& (ZZZ )\ : 554,418,0004%)
FTE

g

HEZTSTNFAA=+tHILFE
2 BREE R TR BN A R IRAE
# A A F110,698,000/% 7T
HE HESREERFMA YT
38 {% IN #E - 15 2 5 982,453,000/%
LTl - DIRGTESRERZR AT
Az FAEETE B INE T2
981,251,0000% 3 MR A& E(E 31T

L5/ A% Hn 159 201,202, 000[%
(BBRARRMBERECEITHE)
FTE .

AEE—TT N\FAA=THIEF
BEITRRERE ARG EIREREE
HEREKX - FE 258
i_EEJ\E/\H:JrEIJtiE
I SE g5 1A o

++E/

‘:_r'/El



\\\\HU///

EEFEZRERLA =100

lease included in the tfotal amount of a motor vehicle at

30 June 2009 amounted to HK$464,000 (2008: Nil).

2008/2009% % 7, ‘4.
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For the year ended 30 June 2009 HE_TTNFAA=THILFE
14. PROPERTY, PLANT AND EQUIPMENT 14. % - BERFZE
The Group NE
Furniture Plant
Computer and Office Leasehold Motor and
equipment fixtures equipment  improvements vehicles machinery Tofal
FER i)
B BEiE INET NELB bt BERKE @it
HK$'000 HKS'000 HK$000 HKS$'000 HKS$'000 HKS'000 HK$:000
Tk Tk Tk AL Tk Tk Tk
cost B
At 1 July 2007 RZEEtELA-H 51 - - - 447 - 498
Additions AE 72 164 100 742 740 - 1,818
Disposal e - 6)) - - - - 6)
At 30 June 2008 RZFE\EXA=TA 123 161 100 742 1,187 - 2,313
Acaquisition on subsidiaries  WENEAF 48 87 705 - - il 1,01
Additions AE 128 71 303 428 497 - 1,433
Disposal e (121) (161) (103) - (1187) - (1572)
Wie off s (16) - ) (42) - | )
Exchange reclignment B % - - @) - - ) ®)
At 30 June 2009 R-EENE A=1H 162 164 997 428 497 210 2,458
ACCUMULATED ZithE
DEPRECIATION
At 1 July 2007 RZZZLELA-R 20 - - - - - 20
Charge for the year FENE 20 2 15 182 232 : 476
At 30 June 2008 RZZEN\E~A=1A 40 27 15 182 232 - 496
Charge for the year EEfE 36 46 250 279 129 53 793
Eliminate on disposal R ERHH (53) (35) (33) - (328) : (@49)
Eliminate on write off i =l 2 - - (306) - - (308)
At 30 June 2009 RZZENEXA=TH 21 38 232 155 33 53 532
NET BOOK VALUE FEFE
At 30 June 2009 RZEENERA=TA 141 126 765 273 464 157 1,926
At 30 June 2008 R-EEN\E~A=1H 83 134 85 560 955 - 1,817
The net book value of the Group’s assets held under finance R-ZZEBANFENA=+H st ASHE

B ASERBREVORAECEEL
FREDF(ER464,000/8 T (BT )\ F |

) o

70
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For the year ended 30 June 2009 HE_TTNFAA=THILFE

14. PROPERTY, PLANT AND EQUIPMENT (Continuea) 14. Y13 - BMERZE »

The Company VNN
Furniture
Computer and Office Leasehold
equipment fixtures  equipment improvements Total
BREAR Gzl
ERE EE£E BAERE MELEE Mgt
HK$’000 HK$’000 HKS$'000 HK$'000 HK$'000
THT THT FHET T THT
COST BRA
Af 1 July 2007 R-_ZEZ+F+H—H 7 - - - 7
Additions NE 64 164 96 742 1,066
Disposal & - ®) - - ®)
At 30 June 2008 RZEZNFERA=TH 71 161 96 742 1,070
Additions NE 7 - 2 - 9
Disposal it (78) 161 98) - (337)
Wiife off 3 - - - (742) 742)
At 30 June 2009 RZEZNFERA=1H - - - - -
ACCUMULATED ZIE
DEPRECIATION
At 1 July 2007 RZZEZ+F+HA—H - - - - -
Charge forthe year ~ £EME 10 27 15 182 234
At 30 June 2008 RZZEZENFERA=1H 10 27 15 182 234
Charge fortheyear  FEHE 7 8 18 124 157
Eliminate on disposal A & 1K 8 a7 (35) (33) - (85)
Eliminate on write off 7 il 565 1K &5 - - - (306) (306)
At 30.June 2009 RZZEZNFA=+H - - - - -
NET BOOK VALUE REFE
At 30 June 2009 RZEZNFA=TH - = = - -
At 30 June 2008 RZZEZEN\F A=+H 61 134 81 560 836
The carrying amount of property, plant and equipment are M BERXBEHERAECEFEE
subject to the review of impairment loss at the balance HEELE R ERBEMNIR o BER
sheet date. The process of review of impairment loss as set BRI EFER LA ST EEASH

out in the accounting policy above involves significant )
estimation of the assets’ recoverable amounts by the

directors, including the assets’ value in use. (=N

WHhEBEREENA CRSEDN
EBEELEANMG  BREENEAE
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15. GOODWILL 15. B &
HK$000
FHT
COST 29N
At 1 July 2007 and 30 June 2008 RZEBEZLFLA—HRK
—ZEENFEASA=TH |
Acquisition of subsidiaries (note 38(b)) e B BT B8 2 7] (P 5E38()) 284,846
At 30 June 2009 RZZEZNFANA=TH 284,846
IMPAIRMENT A
At 1 July 2007 and 30 June 2008 and 2009 R_ZEE+F+A—HULK_ZZENF
RZETNFARA=1AH L
NET CARRYING AMOUNT REFE
At 30 June 2009 RZZEZNFANA=TH 284,846
At 30 June 2008 RZZFEZENFNA=TH -
Goodwill is allocated to the Group’s cash generating units REREEBEMERRRERDBOE
identified accordingly to country of operation and business EAEEEBRNREEESTAT ¢
segment as follows:
HKS 000
FHT
Ground wireless digital television HEERETER
network equipment integration AR BB ERK 143,999
Wireless digital audio products ERH TS EEMD ' 51,256
Technical solutions and service R iR AR B 2 MRS 84,349
Multiple units without significant goodwill mMEAMEBZZEET 5,242
284,846
The recoverable amounts for the cash generating units FHREEABT 2 NESEETIAE
given above were determined based on value-in-use REEAEENEE  RARF - WK
calculations, covering a detailed five-year plan, followed BT REEH 2 BB RRE o
by an extrapolation of expected cash flows at the growth FHERRRMREEES TEREL
rates below. The growth rates reflect the long-term REMEET B RE -

estimated average growth rates for the product lines of

the cash generating unifs.
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For the year ended 30 June 2009 HE_TTNFAA=THILFE
15. GOODWILL (Continued) 15. B8 @)
The key assumptions for the value in use calculations are: FARBEFEEZEERZAOT
Growth Discount
rates rates
BREE R E
Ground wireless digital television HHEEHTER
network equipment integration LR BB EK 4% 10%
Wireless digital audio products BSH T EEER 4% 10%
Technical solutions and service B RAR 7 R R AR 4% 10%
The Group management’s key assumptions have been AEEEREEB 2 X EREBNDBEBAR
determined based on past performance and their WMREEMISER2BHETE - A
expectations for the market development. The discount ZIIRERAR - WM ERBR S E
rate used in pre-tax and reflects specific risks relating to HAEBEITBEEEERR

the relevant cash generating unit.

Apart from the considerations described above in KRETRSESSE T2 ERAEBERM
determining the value-in-use of the cash generating unit, ZERAZI  AEBBEEERFILR
the Group’s management is not currently aware of any MR EM A S B ERRAED
other probable changes that would necessitate changes WEBE) 2 EF) o

in their key assumptions.
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16. INTANGIBLE ASSETS 16. B &EE
Software
Technology Development license
fee costs rights Total
BHET
K& M BB A fEFE st
HK$°000 HK$"000 HK$ 000 HK$ 000
FHBT FHET FHET FET
COST [N
At T July 2007 R_EE+F+HA—H = - 6,100 6,100
Write off 15 - - (6,100) (6,100)
At 30 June 2008 RZZEZNFANA=TH - - - -
Acquisition of subsidiaries W EEHT B A A
(note 38(b)) (H5£38(b)) 9,019 6,051 - 15,070
Addition NE 4,550 - - 4,550
Exchange realignment BEE 5, 58 2 (48) (33) - 8mn)
At 30 June 2009 RZEENFANA=1H 13,521 6,018 - 19,539
ACCUMULATED AMORTISATION 2 BEREAE
AND IMPAIRMENT
At T July 2007 R_EE+F+HA—H - - 6,100 6,100
Written back on write off 1 1] 41 55 - - (6,100) (6,100)
At 30 June 2008 RZZENEASA=1H - - - -
Impairment BB 674 452 - 1,126
Exchange realignment EE 4, 5 2 @) m - @
At 30 June 2009 RZZEZNFANA=TH 673 451 - 1,124
NET BOOK VALUE REFE
At 30 June 2009 RZZEZNFNA=TH 12,848 5,567 - 18,415
At 30 June 2008 R-BENFEXA=+AH i - - a
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RE-TEASSASHALER

17. AVAILABLE-FOR-SALE INVESTMENTS 17. I HERE
THE GROUP THE COMPANY
rEE AN
2009 2008 2009 2008
bl Ykl —TT)\F ekl —TT)\F
HK$’000 HKS$'000 HK$'000 HKS$'000
FTHET FHETT THET FHET
Equity securities listed REBEMZ
in Hong Kong IR 72N 3% 25 - 15,499 - 2,002
Market value of EhESZTE
listed securities - 15,499 - 2,002
Fair value of individually impaired {8 Bl 1E 2 AT f# 1 &
available-for-sale equity IRAZE FH
securities ~FE - 12,503 - 2,002
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18. INTERESTS IN SUBSIDIARIES

RE-TEASSASHALER

18. NI B AR 2 =

2009 2008

—2BNE —EE)\F

HK$’000 HK$"000

FB T TATT

Unlisted shares, at cost JEEMRD KA 1,000 ]
Amounts due from subsidiaries & W B /8 R RIFRIE 338,561 68,407
Less: Provision for doubtful debts B R - (19,743)
338,561 48,664
Amount due to a subsidiary FEA — M B A R FIA - (257)
339,561 48,408

The balances with subsidiaries are unsecured, interest-free
and have no fixed terms of repayment. The carrying
amounts of these amounts due from/to subsidiaries
approximate to their fair values.

BB QA AR EER - 28 NERE
EERE - ZFRUW B R RHIE
ZERHREREQFERSE -

Particulars of the principal subsidiaries are as follows: FEWNBRAZHFBAT :
Place of Issued and Percentage
incorporation paid up capital/ of equity interest held Principal
Name of subsidiary and operations registered capital by the Company activities
LR BRTR RRRFERE
WEARER EEBY BRRE/ZRER 2B TEEH
Direct  Indirect |
EE  BE
Heng Xin Management Hong Kong 1,000,000 ordinary 100% = Provision for
Limited 5 shares of HKS1 each management services
ERERBRAR 1,000,000/ Bz A & REERRE
1Bz ERR
Win Spring International Limited British Virgin Islands 1 ordinary share of 100% - Investment holding
IRERERAT ABLERRMS US$1 each RERR
IREREEIXTEBR
Rich Summit Enferprises Limited Brifish Virgin Islands 1 ordinary share of - 100% Investment holding

HECXAERLR REABARES

US$1 each

IREREBEIRTL & BR

RARK
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18. INTERESTS IN SUBSIDIARIES (continued)

Particulars of the principal subsidiaries are as follows:

18.

RE-TEASSASHALER

A

RKTB AT 2R @)

IZMBARZHBNOT - (&)

(Continued)
Place of Issued and Percentage
incorporation paid up capital/ of equity interest held Principal
Name of subsidiary and operations registered capital by the Company activities
A LR BRTR RRRFERE
WEARER EEBY BRRE/ZREL 2B TEXEH
Direct Indirect
EE  BE

Merit Power Enferprises Limited Brifish Virgin Islands 1 ordinary share of - 100% Investment holding
SEMRARAT RERBRHS US$1 each REER

IREREE XL EBR
Sino Will Limited British Virgin Islands 1 ordinary share of = 100% Investment holding
REEBRRHE US$1 each RERR

IRERAEIET,LBR
Star Hub Investments Limited Brifish Virgin Islands 1 ordinary share of - 100% Investment holding
EBARRNS US$1 each RERR

IREREEIZTEBR
Shenzhen Champion The People’s RMB29,000,000 - 100% Investment holding
Maxium Technology Limited Republic of China AR %29,000,0007 and provision
AP ER LR EERAR hEARLRE for fechnical services
RERR R R4 B0 R
Huzhou Maxium IC Design The People’s RMB10,000,000 - 100% Research, design,
Co., Limited Republic of China AK%10,000,0007 manufacturing
 ANBEHEF RS BREAAR REARLTE and trading of
wireless digital
audio products
and related solutions
and services
W% - Fit BB
BERRATFEHRERR
RERALERRHS
Bejjing Jingiao Hengtai The People’s HK$30,000,000 = 93% Ground wireless
Technology Company Limited Republic of China 30,000,000/ ¢ digital television
TREBERNEERAH HhEARLAE network equipment

integrated business,
research, design,
manufacturing and
frading of information
safety products
WEEGETER
BERBEREE
AR Ret - BHER
BEREZ2ER
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18. INTERESTS IN SUBSIDIARIES (Continued) 18. RMtE A B 2 (@)
The above table lists the subsidiaries of the Company which, LR EER AU AEBAREEFE
in the opinion of the directors, principally affected the EEEAVENEAER EFEETEY
results for the year or formed a substantial portion of the MZHBAT - EERAE - My HHAM
net assets of the Group. To give details of other subsidiaries MEBARIZFE2BENTTE °
would, in the opinion of directors, result in particulars of
excessive length.

19. DEPOSITS FOR ACQUISITIONS OF 19. BB A RRE

SUBSIDIARIES

On 19 June 2008, Merit Power Enterprises Limited, a wholly
owned subsidiary of the Company, entered into a sale and
purchase agreement with Mind Smart Group Limited (*“Mind
Smart”) to acquire the entire issued share capital of Sino
Will Limited. HK$15,000,000 has been paid to Mind Smart
as deposit of the possible acquisition on 19 June 2008. The
acquisition was completed on 23 September 2008 and the
deposit was applied as part settlement of the purchase
consideration. Details of the acquisition were disclosed in
note 38(b)(i) fo the consolidated financial statements.

On 19 June 2008, Rich Summit Enterprises Limited, a wholly
owned subsidiary of the Company, entered into a sale and
purchase agreement with Easy Mount Enterprises Limited
("Easy Mount”) to acquire the entire issued share capital
of Star Hub Investments Limited. HK$5,000,000 has been
paid fo Easy Mount as deposit of the possible acquisition
on 19 June 2008. The acquisition was completed on 23
September 2008 and the deposit was applied as part
settflement of the purchase consideration. Details of the
acquisition were disclosed in note 38(b)(ii) to the
consolidated financial statements.

R-_ZEZENFA+1AB - —iki%ﬁ

RAF (AARz2ENB2AR) EMind
Smor’r Group Limited ([Mind Smart])
I —IHEEWE - AUEESino Will
Limitedz 2 %2 2 17A% 4 - 15,000,000
BLTERZZEZENESAATALBENT
Mind Smart - {E & Al gL U8 18 2 i
o WBEER-_ZETN\FNA_T+=
AT @ weRIEEEISOEENRE °
WIS =18 2 SF B H N e Mg kM &
38(b)(0) °

RZZEZENFAATILHE  HERER
RAR (RARzZE2EKNB AR BEasy
Mount Enterprises Limited ([Easy
Mount]) FTZ —IHE B H= « K
Star Hub Investments LimitedZ 222
TR © 5,000,000 T ER _ZZF/\
FX AT B TEasy Mount - T’EE—I
RUREBEE ZRE - WESER-ZZ
NERAZT=B%AX - ?Q%FHT’EE
BHEERE - WEEIE ZFBHNE
& B 75 3R = B 52 38(b) i) °

"l} F"lﬁ
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20. INVENTORIES

2009 2008
—EEAE —ETNF
HK$’'000 HKS$"000
FER FHET
Raw materials R 1R 219 =
Work in progress EE G 2,948 -
Finished goods LR 837 -
4,004 -

All inventories are expected to be turned over within one FrEEEEHRBR —FRRT -

year.
21. TRADE RECEIVABLES 21. BWRARRK

The Group’s credit terms are negotiated at terms NEBZEERNKEREPER RIFHE
determined and agreed with its customers (2008: due on Ml (ZEZENF : BEXINBEH) -

date of delivery).

2009 2008
—EZhF —EENF
HK$’000 HKS"000
FHExT FHET
Trade receivables due FE U B E A T ERER

from related parties (note 40(a)) (B¥5E40(a)) 313 =
Other.trade receivables H & U BR 3R 277,309 =
277,622 -

Less: portion classified as current W D BEAREEEID
assets (228,777) —

Non-current portion FEM BN EB 1D 48,845 -
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21. TRADE RECEIVABLES (Continued) 21. BWERR @
The ageing analysis of frade receivables was as follows: FEWRRR Z BRI AT A0 TS -
2009 2008
—EZThEF —EE)N\F
HK$’000 HKS$000
FHET FAT
0 - 30 days Txz=+H 97,289 -
31 -90 days E==E 82,005 -
91 - 180 days ht+—Z—8/N\+H 96,810 -
Over 180 days —BA+HANRE 1,518 =
277,622 -

The ageing analysis of frade receivables that were past
due but not impaired are as follows:

#60 BB 30 RORUE 2 8 AR R BR e S5 AT 40
T~

2009 2008
—EENE —EENF
HK$’000 HK$’000
FHT THT

0 - 30 days BE =

31 - 90 days === E

91 - 180 days L+-—=—8/A+H
Over 180 days —BNATHRLE

3,588 p.d
2,738 "
3,066 L

313 =

9,705

The credit term of the largest customer of the Group is 80%
of total contracted amount due within one year from the
balance sheet date and the remaining 20% due within the
second year from the balance sheet date. Accordingly,
HK$48,845,000 (2008: Nil) is expected to be recovered or
settled in more than twelve months from the balance sheet
date.

AEESRATFPZEEMRGERENS
OO M EHE ARG —FAEIH - Hep
20N EEREFFE _FRIH -
itk - 48,845,000 T (ZZEZN\F : T)
BB R &R BER + =8 A XK KE
HEEH o

=k
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21. TRADE RECEIVABLES (Continued)

Receivables that were neither past due nor impaired relate
to a large number of diversified customers for whom there
was no recent history of default.

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

The movement in the provision for doubtful debts during
the year is as follows:

RE-TEASSASHALER

21. EWBRRX (@

R IR ARBE 2 FE W R IR K FR 4 A
RAZEFER  ZFEFPOMYEER
FOE% o

EBHERREZEBEFRERNEES
RUERZHEEIZHBLEFAR - R
BRELR  ARAEFRAR/BARZL
EFR/RBELBERE  BRERFPZE
RAIAZ B o RNEE W E %L FLE
BREAEMERRIEMNEEER
B o

FRAZRERERBNT

2009 2008

—EENF —ET)N\F

HK$’000 HK$"000

FHET T T

At beginning of year F4] - 3,901

Receivables written off F A A BT U e i i8R 2

" during the year as uncollectible e W sk E - (3.901)
Atiend of year FR = =

Amounts charged to the allowance account are generally
written off when there is no expectation of recovering
additional cash,

ARABBR . 2B RNBEH A B
B B2 5N R & B T LA M 8K o
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22. PREPAYMENTS, DEPOSITS AND OTHER 22, FENRIE - e R HAE

RECEIVABLES Y KB

THE GROUP THE COMPANY
KEE AATF
2009 2008 2009 2008

2 N —TT)\F Wl —TT)\F
HK$’000 HK$’000 HK$’000 HK$’000

TET FHEIT FTERT THET
Prepayments BN FIE 4,986 1,454 19 124
Deposits b 3,848 431 564 407
Other receivables H bl Y ZE 13,089 - 1,177 -

21,923 1,885 1,760 531
The amounts of the Group’s and the Company’s deposits AEE KRR T TE R —F & U E
expected to be recovered or recognised as expense after R A 2 S L5 5 B £644,0007%8
more than one year are HK$644,000 (2008: 407,000) and T(ZZTZT/)\F : 407,000 L) &
HK$564,000 (2008: HK$407,000) respectively. All of the other 564,000/ 7T (ZZZ )\ & : 407 ,0007%
prepayments and deposits are expected to be recovered 7T) ° TEHAFT A M BRI RIZ& AT R
or recognised as expense within one year. —FAREISEREZ L °
The directors consider that the carrying amounts of these EERAZSINELERABEREEATE

items approximate to their fair values. BE °
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23. AMOUNT DUE FROM A RELATED COMPANY 23. FEUN —REIBEE N T FIE

Balance Balance  Maximum amount
at af outstanding
Name of company 30.6.2009 30.6.2008 during the year
RZZTENF RZZENF
ANA=ZtRZ NA=ZFTRHZ FRKREER
NGB e R Sk
HK$’000 HKS 000 HK$'000
FHET FHET THET
Beijing Hengtai Technologies It RERBREHR
Co., Ltd. ("Beijing Hengtai”) BEREEAA
(MHEx1EZ%E]) 1,974 = 1,974
Beijing Hengtai holds 7% equity interest of Beijing Jingico. IERERBEEILREBTRIME - XA F
93% of equity interest of Beijing Jingiao was owned by the MEEEIL RS BI3BRAE -
Company indirectly.
The amount is unsecured, interest-free and with no fixed ZHREREER  2EREBETER
terms of repayment. HY o
24. PLEDGED DEPOSITS 24, 2IEFEXK
At 30 June 2008, the Group's fixed deposits amounting to R-ZEZNFEA=1+H  KEETFEH
' HK$4,394,000 were pledged as securities for operating lease 17 5%4,394,0007 T IE B R A48
agreement of the Company. EHEHZEIER -
The pledge was released during the year ended 30 June EHEERERBE_ZEZNF A A=T

2009. B IEFE AR -
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25. CASH AT BANK AND IN HAND 25. RITFERRRE
THE GROUP THE COMPANY
rEE AN
2009 2008 2009 2008
bl T )\F el ST )\ F
HK$'000 HK$’000 HK$’000 HK$’'000
THT FHET THT FHET
Cash at bank and in hand BTERNE S 92,410 11,564 28,344 9,668
Cash af other financial institutions  H {4 g #4518 4 - 12,509 = 5
92,410 24,073 28,344 9,668

As at 30 June 2009, the cash at bank and in hand of the
Group included currencies denominated in Renminbi
("RMB") which amounted to approximately HKS31,704,000
(2008: Nil). RMB is not freely convertible into other
currencies, however, under the PRC’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group
is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

Cash at bank earns interest at floating rates based on daily

bank deposits rate. The carrying amounts of cash at bank
and in hand approximate to their fair value.

26. TRADE PAYABLES

RZZBZNFRA=1TH TEEZR
TEFREREBEAARE (TARE])
SHEZ BE¥ - £9/331,704,0008 T (=&
TENF |  c ARETAEREBRHE
B o AW - REBEH B ZSMNEE R IF
PINAEE - EERNEEERE - A%
B8R B IR TTIMNE RS 2 IRTT
BARBLBSEMER -

RITEFRBRBERTEREARNELZ
FREREAE - |RITERNIRE ZRE
EEENFEES -

26. FE{TBRFX
2009 2008
—EENF —EENF
HK$’000 HKS’000
FET FAET

Trade payables due FE A Bl A BRR
to related parties (note 40(a)) (MF5E40(a))
Other trade payables H b fE < AR 3K

63,366 2
105,380 5

168,746 =
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26. TRADE PAYABLES (Continued) 26. BN ER™ (@)
An aged analysis of the trade payables as at the balance REHEB  BRERRZERSTET ¢

sheet date is as follows:

2009 2008

—EEhF —TEE)NF

HK$’000 HKS$000

FBT FHT

Within 30 days =+HBHUA 58,298 -

31 to 60 days =+—Z,~+H 57,920 -

61 to 90 days ~Nt—Zh+H 50,663 -

Over 90 days N+BHE 1,865 =

168,746 -

The carrying amounts of the Group’s tfrade payables AEERMERR ZEAAERLAFER
approximate to their fair values. o

27. OTHER PAYABLES AND ACCRUALS 27. HhERRIER EFTEH
THE GROUP THE COMPANY
REE KAT

2009 2008 2009 2008
SIIXN —=z)\x IEIIEN —zz)\4
HK$'000 HK$000 HK$’000 HK$000

THER ; FEx FET
Other payables and accruals — E A fER B K fEH & F 9,232 955 1,093 118
The directors consider that the carrying amounts of these EERAZETHA 2 REEREATE
items approximate to their fair values. & o
28. BANK OVERDRAFTS 28. RITEX
At 30 June 2008, the Group’s bank overdrafts are repayable RZBEZENFENA=1+H ' AEEZR
on demand and subsequently settled after the year end. TEXBRERER  WERFETHE

®EE -
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29. OBLIGATION UNDER FINANCE LEASE

The Group leases a motor vehicle for its business operations.
The lease was classified as a finance lease and had a
remaining lease term of five years.

At 30 June 2009, the total future minimum lease payments

under finance leases and their present values were as

RE-TEASSASHALER

29. i E O EE

AEEHE-WIEEEXBEERE -
ZMEHIIRBMERY - KT ZHEFH

RILF -

’/1\\\\‘4'

RZZETZAFAA=1TH #EEANZ
ARZFEHESRBEREBENT :

follows:
Group RE
Minimum Present value of
lease payments minimum lease payments
REHE BEHE2RE
2009 2008 2009 2008
“ETHF EEEEIIG —ZT 5 s
HK$'000 HK$"000 HK$'000 HK$ 000
TER FHET TER FHET
Amounts payable: FERTRRIA
Within one year —FR 107 - 78 =
In the second year FE_F 107 - 84 -
In the third to fifth years, FEZZFRF
inclusive (BEEMFRELER) 293 - 265 L
507 - 427 -
Future finance charges ARBEER (80) - - -
427 - 427 -
Portion classified as current FIfEREN A E .2 B
liabilities (78) .
Non-current portion FEREIH 349 -

30. LOAN FROM A SHAREHOLDER

The loan is unsecured, interest bearing at 5.25% per annum
and with fixed terms of repayment.

30. RE—BRRZER

BREERAEEIN « REFZKE.26%: 8
KA BEERH -
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31. DEFERRED TAX LIABILITIES 1.EEMEERE
Intangible assets
EREE
HKS"000
FHET
At 1 July 2007 and 30 June 2008 RZZEZELFLHA—BK
—ZEENFRA=1+H -
Acquisition of subsidiaries (note 38(b)) W B Bt 88 2 &) (B 5E38()) 3,010
Credited to consolidated STARRE Bmk ([HEE10)
income statement (note 10) (282)
Exchange realignment ME H SE (15)
At 30 June 2009 RZZEZNFANA=1H 2,713

32.

5 e 3 Bk ek

The Group has tax losses arising in Hong Kong of
HKS$4,344,000 (2008: HK$25,505,000) that are available
indefinitely for offsetting against future taxable profits of
the companies in which the losses arose. Deferred tax assets
have not been recognised in respect of these losses as they
have arisen in the companies that have been loss-making
for some time.

CONVERTIBLE NOTES

On 23 September 2008, an aggregate of HK$185,307,000

principal amount of redeemable convertible notes were
issued upon completion of the acquisition of the “Jingiao
Acquisition” and “*Maxium Acquisition”. On 26 March 2009,
an aggregate of HK$79,418,000 principal amount of
redeemable convertible notes were issued upon fulfillment
of the third payment condition of the “Jingiao Acquisition”
and *Maximum Acquisition”. Further details are set out in
the Company’s circular dated 29 August 2008.

32.

AEBRBERELEZHEBAR
4,344,000 L (=TT N\ F :
25,505,000/ 7T) ﬂﬁﬁi,ﬁﬂ)ﬂf’ﬁﬁﬁﬁﬁﬁ
BEBEZ AR ZRKERBGEHN
fﬁlﬁéélfﬁﬁﬁiﬁgﬂé%uﬁ?ﬁm :
aiiﬁ)@ﬂﬁﬂﬂﬂa}éﬂﬁfﬁxﬁﬁaﬁZAEE_
H o

R R E

RZZBZENFAAZT=R ' R[eBmK
B R ASHE] TR EBITALES
185,307,000/ 7T 2 A] f& [E] A] # i =
B -RZEZNF=A=+~H RI®
WS | K [BR/ U Fs | 58 = BRAS SR Ak 3
K& B EITAES TS 79,418,000/ 7T
ZAIBOE MR ER - E—TFFEHR
RARBIBHR-ZZTN\FNAAZTNAE
Z AP e
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32. CONVERTIBLE NOTES (continued) 32. IR ERE @
The notes carry zero coupon and convertible into ordinary E EZBARTEER RUBRERET
shares of the Company at an initial conversion price of & B ET B fE AT ] B A A 3 B AR 4R A%
HKS$0.34 per conversion share (subject to pro-rata A% 15 0.3478 7T (R 5k & AN B8 & B i th 5l
adjustments on capital structure changes) at any time EHFE) 2 T A REBHBRABARREE
during the period commencing from the date of issue of AR o RCATEHARA IR - KB
convertible notes. Unless previously converted, lapsed or BN - (AT MR H 2 AT R R IR AR

redeemed by the Company, any outstanding convertible
notes shall be redeemed on the fifth anniversary of the issue
date of the convertible notes.

The fair value of the liability component, included in the
convertible notes, was calculated using a market interest
rate for an equivalent non-convertible note. The fair value
of the equity conversion component, which is included in
shareholders’ equity in convertible notes reserve, was
valued by the Black-Scholes-Merton option pricing model.

The convertible notes recognised in the balance sheet are
calculated as follows:

ABREERFTAMCERRAFTERRE
=

TREERREDH 2 AFENRAE
RERBER 2 B FEH - iR
D 2 B A LA ) 35 — AT — Bt
A B (T - it AT
PRI o 2 R 73 -

REERABRABR CAIBRERZEFE
LI

HKS$ 000
T

At 1 July 2007 and 30 June 2008 RZEZLFEtA—HBRK
—EENFARNA=1+H =
Issuance of notes by the Company AKRREITRE 114,100
Effective interest expenses for the year REEZEBRNERX 1,749
Conversion to shares of the Company HiEARRRIRGD (115,849)
At 30 June 2009 RZZBEZNFENA=TH -

The fair value of the liability component of the convertible
notes at the date of issue on 23 September 2008 and 26
March 2009 amounted to HK$83,200,000 and HK$30,900,000
respectively. The fair value is calculated using discounted
cash flow method at rates of 18.2% and 20.6% respectively.

AMEREREMOHRETER _TT
NERAZT=AR=ETAE=IAT
TRBZAFED R 783,200,000/ 7T
530,900,000 7T © A FETIERARLER
e mBED BHRAZ18.2%520.6%=t
o
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32. CONVERTIBLE NOTES (continued)

During the year ended 30 June 2009, the convertible notes
were fully converted into 778,603,000 new ordinary shares

of the Company (note 33).

Interest expenses on the convertible notes issued on 23
September 2008 and 26 March 2009 are calculated using

the effective interest method by applying the effective
interest rate 18.2% and 20.6% to the liability components

respectively.

BE_TTNFAA=THLFE 7
TﬁHXﬁTJ%E TEEUH ] R778,603,00008 2
REFE AR (HFE33) -

R-FBEZENFAA-_+=BR_FTAH
F=A-F+NBET TZ—H%HQ;TJFZ%J

ERXTIRERN XL -

PRI EES

1P PA18.2%%20.6% 2 EREFEGH ©

33. SHARE CAPITAL 33. B
2009 2008
—EBhE ZTENEF
Number Number
of share of share
R BimEE
’000 HK$’000 ‘000 HK$'000
T TER Fh& FHT
Authorised: EE
Ordinary shares of HK$S0.01 each &R HE{E0.01/5 7T
2 A 1,000,000 100,000 10,000,000 100,000
Issued and fully paid: ERTRERE
At beginning of year, RET - BREE
at HK$0.01 each 0.0/ T 558,000 5,580 465,000 4,650
Issue of shares upon exercise of — {7{E AR B M 317
warrants Z 5 — — 93,000 930
Issue of shares upon conversion AR Z 5 M
of convertible notes (note 32) BT 2 R (BT 5E32) 778,603 7,786 = =
Issue of shares upon exercise of TEEREmET L
share options (note 34) & fn (Fft5E34) 49,080 491 - -
At balance sheet date REZEH 1,385,683 13,857 558,000 5,580
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For the year ended 30 June 2009

34. EQUITY SETTLED SHARE-BASED
TRANSACTIONS

(a) The Company had adopted an employee share
option scheme ("Share Option Scheme”) on 13 March
2003. The purpose of the Share Option Scheme is to

enable the Group to grant options to selected
participants, which include any person who is a full
fime or part time employee or director of the Group,
a consultant or agent of or advisor to the Group, as
incentives or rewards for their contributions tfo the

Group.

() The terms and conditions of the grants that
existed during the year are as follows, whereby

B —ZTF

NERA=THIEEE

34. URABERO AR Z

(@

AARER_FE=F=H+=H
RN —IRE B RE st &) (R
FHEl]) - BREEEESAEHE
AREE2EE (BRAKEZR
i%ﬂﬁﬂéﬂié$ CAREEZE
REFFAASFERAD K
ﬁﬁ%ﬁﬂié EREEHAKEME
ARz BBREh e m 5

N ATREARLBREZK
*H&ﬂ%# TR BAREASE

all options are settled by physical delivery of BEEINBRMNES
shares:
Number of Contractual
instruments Vesting conditions life of options
BRE
THEHAE BERG BREH
‘000
Tin
Options granted to directors:
RTEE 7 BRE:
-on 16 July 2008 2,000 Immediately from 3 years
-RZEZNFLA+,H the date of grant 3F
R B RN 5
-on 18 Februory 2009 5,200 One month from ' 3 years
—-RZZEZNF-_A+NH the date of grant 3F
B B gt —E A
Options granted to employees:
RTREE ZHEREE 53,000 Immediately from 3 years
-on 16 July 2008 the date of grant 3F
—-RZZEENFLA+XH R B RN 5
-on 18 Februory 2009 74,800 One month from 3 years
—-RZEZNF-A+\H the date of grant 3F
B B EEE —E A
Total share options 135,000

A 25
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34. EQUITY SETTLED SHARE-BASED 3. UR A EERMD IR Z
TRANSACTIONS (continued) (#)
(@) (Continued) (@ #&)
(i) The number and weighted average exercise (i) AT AREREZEE RNk
prices of share options are as follows: EIHITERAE -
2009 2008
“EENE ZETNE
Weighted Weighted
average Number average Number
exercise price IeJo) ([ eXercise price of option
MEF MEFH
18 R E 1B BRiE
'000 ‘000
T T
Outstanding at the FMRITHE
beginning of the year = = = =
Granfed during the year  FRE R HK$0.66 & 7t 135,000 - -
Cancelled during the year  FRE = HK$1.07 % T (55,000) - -
Exercised during the year ~ ERE{T{E HK$0.37 & 7t (44,080) - -
Outstanding at FRARIE
the end of the year HK$0.37 # 35,920 - -
The weighted average share price at the date FRNEATEZ BRIERITE
of exercise for shares options exercised during HHi .z hn#E ¥ 5 AR (E &0.70
the year was HK$0.70 (2008: Nil). BILT(ZEZENF : F) ©
The options outstanding at 30 June 2009 had an RZZEZNFASA=THH
exercise price of HK$0.37 (2008: Nil) and a RITEEREZITEER
weighted average remaining contractual life of 0.37BT(ZEZTNF :
2.72 years (2008: Nil). ) METFHERTERFH

52726 (ZBBN\F :
) -
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34. EQUITY SETTLED SHARE-BASED

BHE—TZ
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34. MR A EEROXARS
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TRANSACTIONS (continued) (#)
(@) (Continued) (@) &)
(i) Fair value of share options and assumptions (i) MEMRE A TERERR
The fair value of services received in return for B % B AR 1T 1 1S AR TS 2
share options granted are measured by NEED2EMEEREZ
reference to the fair value of share options NEEFE - FIESREZ
granted. The estimate of the fair value of the fEEJrAEFTEﬁ'HE*EIjﬁE—ﬁ
services received is measured based on Black- MATHEEBELERE - %
Scholes option pricing model. The contractual ﬁ’i”ﬂﬂ)\?ﬁ%ﬁﬂéz/a\#@i
life of the option is used as an input into this H - MAhm—afRATEAREE
model. Expectations of early exercise are BRI BFERATE 2TE
incorporated into the Black - Scholes option H o
pricing model.
Grant date 18.2.2009 16.7.2008
—ETNF —EENFE

®ZH B —A+NH +A+7<H
Fair value at RETEBZAFEE

measurement date HK$0.098 /& 7T HKS$0.106 & JT
Share price i B HKS$0.351 /& 7T HKS$0.913 &7t
Exercise price TR (E HK$0.37 7B 7T HK$1.07 #& 7T
Expected volatility TE DR IR 64.60% 34.15%
Option life HE 1% 4 F HR 1.5 years 4 1.5 years F
Expected dividends TEERRR B - -
Risk free interest rate 42 o B ) 2 1.871% 1.987%

The expected voldatility is based on the historical
volatility. Expected dividends are based on
historical dividends. Changes in the subjective
input assumption could materially affect the fair
value estimate.

BHKIEIRE LR EETE

BHBRERELKRER
ITBERMBR ”@JT

&

RFERBFEBEATE -



\\\\\HU/

;‘ 132 / HENG XIN CHINA HOLDINGS LIMITED

N

ANNUAL REPORT 2008/2009

NOTES TO THE FINANCIAL STATEMENTS
B8 5 it o0 MR ik

For the year ended 30 June 2009

34. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (continued)

(b) Pursuant to a general mandate ("*General Mandate”)
granted to the Directors at the annual general
meeting of the Company held on 24 November 2008,

the Directors are authorised, at their discretfion, fo allot
and issue shares of the Company up to 20% of the
aggregate nominal amount of the share capital of
the Company in issue on 24 November 2008.

0

The terms and conditions of the grant of opfions
and the allotment and issue of the option shares
pursuant fo the General Mandate that existed
during the year are as follows:

RE-TEASSASHALER

34. LR A EERD X NIRH
()

(o) BBEEERAXAR_ZENF+
—AZTHBRTZERBFAS
LR R ([—RIRRED)
EEERERNBREREITTES
“EENFT-AZTOEEERRT
BEITRAE(ERE20%Z AR A
Btn e

O NKRTIREFARE-RRER
58 P v K L 3 M 31T B X
RERAD 2 A5 FR B MR F

Number of Contractual
instruments Vesting conditions life of options
BREZ
IEHA FEEN BRER
‘000
Tin
Options granted to an advisor
of the Company (the “Advisor”):
BPAAR—ZER ([ER]) 2 BRE -
- on 17 February 2009 60,000 Immediately from 1 year
-RZEENF-_A++tH the date of grant 16

PR B E RN 5B

Total share opfions 60,000
B AR




\\\\HU//?
EBEXPEERERAT =
2008/20094F 5 / 1 334

NOTES TO THE FINANCIAL STATEMENTS
B8 5 it o0 MR ik

For the year ended 30 June 2009 HEZTTNFNA=1THLFE
34. EQUITY SETTLED SHARE-BASED 3. UR A EERMD IR Z
TRANSACTIONS (continued) (#)
() (Continued) ) &)
(i) The number and weighted average exercise (i) LATAREREZEE Rk
prices of share options are as follows: FHITEE -
2009 2008
“EENE ZETNEF
Weighted Weighted
average Number average Number
exercise price ieJo ([ eXercise price of option
MEF MEFH
18 R E 1B BRE
'000 ‘000
T T
Outstanding at the FMRITHE
beginning of the year = = = =
Granfed during the year — FRE R HK$0.305 & 7t 60,000 - -
Exercised during the year — FRE1T{E HK$0.305 7t (5,000 - -
Outstanding at ERRTME
the end of the year HK$0.305 & 7t 55,000 - Y. s
The weighted average share price at the date FRNEITEZBRERITE
of exercise for shares options exercised during HHiz hnE ¥ 5 AR (E /&0.64
the year was HKS$0.64 (2008: Nil). BIL(ZTZENEFE &)
The options outstanding at 30 June 2009 had an RZZEZNFNAZ1THMH
exercise price of HK$0.305 (2008: Nil) and a RITEEREZITEER
weighted average remaining contractual life of 0.3058 L (ZEZ NEF
0.63 year (2008: Nil). ) - NEFHBRTEHFH

RO0.63E (ZEF )\ F
) -
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34. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (continued)

(b) (Confinued)
(i)  Fair value of share options and assumptions

For the options granted to the Advisor, due to
the uniqueness of the service provided by the
Advisor, the fair value option is measured by the
services performed by the Advisor, taking into
account the nature and number of working hours
of the professional spent, along with other out-
of-pocket expenses. Details are set out in the
announcement of the Company dated 17
February 2009.

(c) Terms of unexpired and unexercised share options at

RE-TEASSASHALER

34. LR A EERD X NIRH
()

) &)
(i) MBREZAFERERR

IR TEEZERENS
P I A ) P 32 B AR 75 2 B 4
- BREZAFEIDRE
BEXBERAMAIRMEER
REANREMEHERR
BERMARERZRETE -
BREARARARRBEAR
—EENAF_A+tBEZA

(c) MEEBRRIHERITEEREZ

balance sheet date are as follows: BERA T
2008
—ET)N\F
Number Number
2 E #H
Exercise period Exercise price 000 ‘000
1T TEE Sl T &
17 February 2009 to HKS$0.305 55,000 -
16 February 2010 0.305/% 7T
T ETNEF_HA++HE
CE—TF - f+NH
18 March 2009 to HK$0.37 35,920 -
17 March 2012 0.37% 7T
ITTNEF=RA+/N\BE
—E-——H=A++tH
90,920 -

Each option entitles the holders to subscribe for one
ordinary share in the Company.

SHERERTREEAR
CEUNGE S ) ey
Fl
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35. RESERVES 35. f&fE
The Company YN/
Investment Share  Convertible
Share Warrant Capital valuation option note  Accumulated
premium reserve reserve reserve reserve reserve |osses Total
AnER RE ik
RHEE i ERgh hERE  BRERE EERE 2itER it
HKS'000 HKS000 HK$'000 HK$'000 HK$"000 HKS000 HKS000 HKS000
Tén Tén Tén Tén T T Tén Tén
AT July 2007 ROERLELA-B 36880 - (599) - - - (@,734) (5,483)
Gain on fair value AfHERELTHE
changes of 2845
available-for-sale
Investments - - - 132 - - - 132
Warrants issued BETRRER - 7,440 - - - - - 7,440
Exercise of warrants AR R 73410 (7.440) - - - - - 66,030
Loss for the year EREE - - - - - - (1978) (1978)
At 30 June 2008 RZZENEXA=THE 11030 - (599) 132 - - #9.12) 60,141
Transfer on disposal of HETEHEREER
availoble-for-sale
investments = = = (132) = = = (132)
Issue of convertible notes ~ &fT T ARZE - - - - - 156,447 - 156,447
Issue of new shares in RATARZER
conversion of ikt
convertible notes 264,610 - - - - (156,447) - 108,063
Recognition of BlR 25
share-based payments - - - - 14,738 - - 14,738
Share options exercised ~ BAFERE 2,745 - - - @401y - - 17,344
Release uponcancelof  HEEBEERIER
vested share options B = - - - (6,826) - 582 -
Share ssue expenses RiAETR (1) = T : = = = (1)
Loss for the yeor ERMEE - - - - - - (31.871) (31,871
At 30 June 2009 R-EBREAAZTA 396500 c (59) - 4512 - (5758) 34715
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For the year ended 30 June 2009 BE_ZZNFAA=THLFE

35. RESERVES (Continued) 35. ¥ @

Share premium

The application of the share premium is governed by the
Company’s Bye-Law and the Companies Act 1981 of
Bermuda (as amended).

Capital reserve
The capital reserve compirises the following:

= the difference between the nominal value of shares
of the subsidiaries acquired pursuant to the group
reorganisation, over the nominal value of the shares
of the Company issued in exchange therefor; and

- the difference between the addition registered
capital invested by a minority shareholder of a
subsidiary, over the fair value of the intangible assets
injected by the minority shareholder.

Exchange fluctuation reserve

The exchange fluctuation reserve comprises all foreign
_exchange differences arising from the translation of the
financial statements of foreign operations.

Share option reserve

The share option reserve comprises the fair value of the
actual or estimated number of unexercised share options
granted to directors, employees and advisors of the
Company recognised in accordance with the accounting
policy adopted for share-based payments in note 3.

RinEE 2 RAXEARRRZARAE
MBRE-NN\—FREDE(BERD)
MR e

B tR
BARGEEEIATEE

- BREEESHEKBZHBLRRN
ZEEBLARRSEREA BEHE
NARDMBETIEOEEZZE
B Rk

- —HHBRRZ—RLEBEREA
ZEINEME AR Z A D BBER
AANBREEZ AFEZER -

BE 2R B fefi 18

FE %34 B) ot 1 0 I R B0 S TS B 7
BERMELEZEELERE -
BIREEAE

R R 8 5 2 AR BRI ES B BIAR D S
FOBFTR A RS B RR BT ALRA

BEx EEMERZERLMEIRITRE
Bz AFE-
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For the year ended 30 June 2009

RE-TEASSASHALER

36. CAPITAL MANAGEMENT 36. EREIE
The Group manages its capital to ensure that entities in AEBERHES  UWHERASERK

the Group will be able to confinue as a going concern
while maximising the return to stakeholders through the
opfimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, which
includes obligation under finance lease, loan from a
shareholder, equity attributable to equity holders of the
Company, comprising issued share capital and reserves.

ERBEANSELENAEE  BAR
B @ERERERA 2 H&ENTFE
MABRFER&R AL R - NEE 2B
RIEE EFUREFTE o

AEBERNGEREREL  HTBER
BHAOAE KA - BRRZERKRAK
RABHER A ARG D (BRCBTR
KRR -

The directors of the Company review the capital structure AKRRESKEERTELRLERE - 1EAR
on a regular basis. As part of this review, the directors Sz —Em EEERER KA KE
consider the cost of capital and the risks associated with BHEANEARRBEzRR EREF2H
each class of capital. Based on recommendations of the BER  AEBEEEBEITHRMAE
directors, the Group will balance its overall capital structure THESFUNFEEBERBERNERERET
through the new shares issues or the issue of new debt. & o
37. WARRANTS 37. AR IEE
2008
ZEENF
‘000
T1p
Outstanding at beginning of year FHRITE = =
Issued during the year FRNE BT - 93,000
Exercised during the year FABELTE - (93,000)
Outstanding at end of year FRARITE - =

Note:

The Company entered into a warrant placing agreement on 14
June 2007 with an independent investor in relation tfo a private
placing of 93,000,000 non-listed warrants to be issued by the
Company at the issue price of HK$0.08 per warrant. The warrant
conferring the right to the subscriber to subscribe for the new shares
at an initial exercise price of HK$0.72 per new share for a period
of eighteen months commencing from the datfe of issuance of
the warrants. All the warrants have been exercised on 17 July 2007.

B 5E -

REZZETLFRATEA - NAREREIRE
ERABAILARE3,000, 000@EE|$’_\ﬂJ>K§§
TESHRIREFE.08BILEITZIE LR
R - FRl LS RREF en o RIRER EE‘T"
AELARER - AT RIREE 1T B AIEF18
1.)51 B AIE ) ‘LFfTﬁFlHQ?FﬁHX{’J}O 727

REFRD - IERREIZSENR ST LF+
AT++B1T6E -
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For the year ended 30 June 2009 HE_TTNFAA=THILFE
38. NOTES TO THE CONSOLIDATED CASH 38. EHERERMT
FLOW STATEMENT
(a) Disposal of subsidiaries (a) LEMHEQE
During the year ended 30 June 2009, the Group (ZE_ETNFARAA=THILESF
disposed of its entire interests in Right Source g AEESBIAAE14,163,000
Investment Limited and Cableplus Group Limited at BILTRIBTHEERNREREGR
a consideration of HK$14,163,000 and HKS1 2~ 7] & Cableplus Group Limited
respectively. The net assets of the disposed subsidiaries ZEE R - FTHEWEATN T
at the date of disposal are summarised as follows: ERHEEFERMAOT
HKS$"000
FHETT
Net assets disposal of: HEBEFE -
Available-for-sale investments Al HERE 1,633
Cash at bank RITIFN 12,510
14,143
Release of reserve: BB FE
Capital reserve B 4
Exchange fluctuation reserve BE 4R B R 45 (45)
Investment valuation reserve BB B ERE (472)
13,622
Gain on disposal S Wz 541
Consideration RAE 14,163

Satisfied by cash RS X 14,163
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FAERASTALTE

38. NOTES TO THE CONSOLIDATED CASH 38. ZREREREBRME @

FLOW STATEMENT (continued)

(a) Disposal of subsidiaries (continued) HEMNB QTR @
Analysis of the net inflow of cash and cash equivalents FRALENBARICEERRESE
in respect of the disposal of subsidiaries are as follows: BYRANFREIMAT -

2009
—EENF
HKS’000
FHET
Cash consideration received BURESNRE 14,163
Cash at bank disposed of HERITER (12,510)
Net inflow of cash in respect of EHALERBARZ
the disposal of subsidiaries IR e R AHRE 1,653

The business sold during the year did not contributed FREEZEBLRANER 2 &
to the Group’s turnover and incurred a loss of XBEHRER - LELEEIE
HK$5,556,000 which reduced the consolidated profit 5,556,000/ ¢ © £ F NERA i £l

for the year by the same amount.

The business sold during the year contributed net
operating cash outflow of HK$12,559,000 to the
Group’s net operating cash outflow.

Acquisition of subsidiaries
(i) On 23 September 2008, the Group acquired the

entire issued share capital of Sino Will Limited
(“Maxium Acquisition”) from an independent

845,656,000/ 7T °

FALEZEBRAEE 2 K&
SR FEERCEH R FE
12,559,0007% T °

s B BB 2 ]
) R=FEN\FAA=T+=A

REB| M —RBH = HUEE
Sino Will Limitedz & [ &2 3%

third party at the total cost of acquisition TR ([BRE UL ) - 4alkiE

HK$334,400,000 (subject to adjustments). X 2 £334,400,0007% 7T (7] 7
FHEE) o

Details of this fransaction were set out in the RER S ZFBHRAR A

Company’s circular dated 29 August 2008.

Elﬁsﬁi%_? ENENAZT
NBEZAE
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For the year ended 30 June 2009

38. NOTES TO THE CONSOLIDATED CASH

FLOW STATEMENT (continued)

(b) Acquisition of subsidiaries (continued)

®

(Continued)

The identifiable assets and liabilities, stating at
the fair value and net carrying amount, arising

(b) WEBMTEB N F] ()

0 &

HAREmEEZRAFER
FREFEIIRZ A BRI EE

from the acquisition are as follows: RaEmT
Acquirees’
carrying
amount before
business Fair value Fair
combination  adjustment value
WD
REBEH
AzREAE ATVERE DFE
HKS'000 HKS'000 HK$'000
THT T THT
Property, plant and equipment mE - BEREE 986 - 986
Intangible assets EREE 3,028 12,042 15,070
Inventories FE 3,151 - 3,151
Trade receivables JEYRBR R 2,278 - 2,278
Prepayments, deposits BRFIE - Bk
and other receivables H it kIR 3,418 - 3,418
Cash at bank and in hand BOERERE 860 - 860
Trade payables FERTERR (2,053) - (2,053)
Other payables and accruals HiERRIBRETER (3,407) - (3,407)
Other loans HEiER (8,563) - (8,563)
Deferred tax liabilities ERFIEAE - (3,010) (3,010)
Net (liabilities)/assets acquired Fiis (afg) /EEFE (302) 9,032 8,730
Goodwill (note 15) w2 (f15) 170,478
Direct cost relating to the acquisition AR 2 EBER AR (996)
Total cost of acquisition Wb 2 Ak A 178,212
Safisfied by: ATRFIERZAT
Cash paid last year EESRZRS 15,000
Convertible notes af fair value BAFERTZ
e EE 163,212

178,212
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For the year ended 30 June 2009

38. NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT (continued)

(b) Acquisition of subsidiaries (continued)

®

)

(Continued)

The fair values of convertible notes were
determined by the directors of the Company
with reference to valuation performed by Norton
Appraisals Limited and Roma Appraisals Limited,
independent valuers.

Included in turnover and profit for the year is
HKS$81,870,000 and HK$45,457,000 respectively
since its acquisition.

Had these business combinations been effected
at the beginning of the year, the turnover of the
group would have been HK$86,187,000, and the
profit for the year would have been
HKS$41,807,000.

On 23 September 2008, the Group acquired the
entire issued share capital of Star Hub
Investments Limited (*Jingiao Acquisition”) from
an independent third party at the total cost of
acquisition of HK$215,050,000 (subject to
adjustments).

Details of this fransaction were set out in the
Company’s circular dated 29 August 2008.

BE_ZTTAFAA=THLFE

38. B £

ERERMET @

\I

Uit B8 [ BB 2 B (4

®

)

(%)

ABEREZAFETIEAN
RAEE2EBFIGEEME
HERFEERARRES
BIFRFH A AR D RET A
BEETE -

FREXEBRMEN DRI B
B W A K 2 81,870,00078
7T % 45,457,000/ 7T °

HZEXRBEHNFNE
T AAKEZEXER
86,187,000/ 7T * 4 M A
#%41,807,000/% 7T, ©

RZZEZENFHLA=ZFT=
H AEBm—&8BIFE=
75 U B Star Hub Investments
Limitedz 2 # B B /TR K
(leBWED - LUK A
#215,050,000/% 7T (7] T 73
) o

REBERSZHBHNARF
HHA_ZENFENA=F
NBZBEK °

\\\\\U,//
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For the year ended 30 June 2009

38. NOTES TO THE CONSOLIDATED CASH 38. R B

FLOW STATEMENT (continued)

(b) Acquisition of subsidiaries (continued)

(i)

(Continued)

The identifiable assets and liabilities, stating at
the fair value and net carrying amount, arising

from the acquisition are as follows:

)

ERERMEF @

JIL

(b) WEBMTEB N F] ()

(%)

HAUEEmMEL ZZEAFER
BREFEME A HAIEE
FAGEWT -

HK$'000
T T
Property, plant and equipment %1% - E MR & 65
Inventories FE 102
Amount due from FE U — I B A Al 3R I8
a related company 1,712
Prepayments, deposits FENRIE - Ze Kk
and other receivables Hh FE W 5K I8 2,126
Cash at bank and in hand RITERRES 1,257
Other payables and accruals HiEEkETER (6,294)
Net liabilities BEFEE (1,032)
Minority interests DR R ®
Net liabilities acquired FrieiE & EFE (1,037)
Goodwill (note 15) 2 (F1zE15) 114,368
Direct cost relating B BUWEE 2 BN
to the acquisition (996)
Total cost of acquisition W b 7 48R AN 112,335
Satisfied by: LA R -
Cash paid last year EFELZF 2B 5,000
Convertible notes at fair value BAFEETZAIBRRKRER 107,335

112,335
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38. NOTES TO THE CONSOLIDATED CASH RERMETE @

FLOW STATEMENT (continued)

(b) Acquisition of subsidiaries (Confinued) (b) WEEFKIEB A B ()
(i) (Continued) Gy &)

The fair values of convertible notes were MR ERZATFEDHAR
determined by the directors of the Company RAIESL2EBHLMEME
with reference to valuation performed by Norton BERTHERATRES
Appraisals Limited and Roma Appraisals Limited, RS BB A REST 2 1h
independent valuers. BEE -
Included in turnover and profit for the year is FRNEERE M n DR iE
HK$252,797,000 and HK$105,423,000 respectively B U8 DA 2R 2 252,797,0007%
since its acquisition. 70} 105,423,000/ 7T ©
Had these business combinations been effected WZEXEBEHREE
at the beginning of the year, the turnover of the T AREEZEERR
group would have been HK$253,336,000, and the 253,336,000/ 7T, * G A A
profit for the year would have been #104,828,0007 7t °

HK$104,828,000.

HK$°000
FHET
Net cash inflow in respect of ERAWEZBHESRAFE
the acquisition:
Direct cost relating B 2 BEEEK AR ]
to the acquisition (1,992)
Cash at bank Fr s sRIT IR R IRE
and in hand acquired 21147

125
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For the year ended 30 June 2009

39. COMMITMENTS
Commitments under operating leases

At the balance sheet date, the Group had total future
minimum lease payments under non cancellable operating
leases, which are payable as follows:

BE-TTAEAA=ZTALFE
39, &I
R EIE

REER > REBERBETAIHEILE
MOz ARREERNESHEBENT

2009 2008

—EENEF —ZEE)N\F

HK$’000 HKS’000

TExT FH&T

Within one year —F A 4,667 1,332
In the second to fifth years, F_EEFRF

inclusive (BEEMEBREEN) 2,580 1,499

7,247 2,831

Operating lease payments represent rental payable by the
Group for the office premise. The lease typically runs for an
initial year of three years, with an option to renew the lease
when all terms are renegotiated.

REBONFTEAREEN ZRFEN
T MHO—RNFZBHE=F - F2E K
REFGER - ATREBEENEL
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39. COMMITMENTS (Continued) 39. &g @)
Capital expenditure commitments BT HAEE

In addition to the operating lease commitments detailed Br BRI 2 S E A REIN - AEE
above, the Group had the following commitments at the REEE B IR LA T A -
balance sheet date:

THE GROUP THE COMPANY
AEH EN
2009 2008 2009 2008
= 2N —TT)\F Wkl —TT)\F
HK$’000 HK$’000 HK$°000 HK$000
TER TET TER TET

Confracted, but not provided for: 22 Z 18R {EH B/
Capital contribution to TE BB AR

—~

a subsidiary (note) B EE) 18,796 - - £
Purchases of intangible assets BERVEE 908 - - -
19,704 - - -

Note: MisE -
The contracted commitment was in respect of the capital EEFBREAN _ZZENFAA=THIE
contribution to a subsidiary operating in the People’s Republic of RRREARKMELEZMBEAR - BEA
China amounting to RMB16,552,000 (equivalent to approximately R16,552,0007T (1855 1 4718,796,0007%
HK$18,796,000) at 30 June 2009. The capital contribution was due T0)  EEARERZT—TF T+ AR ZATEH

for payment on or before October 2010. N
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40. RELATED PARTY TRANSACTIONS 40. EEEA LR Z
(a) In addition to the transactions and balances detailed (@) BRAMBmERHEMIBOFRZZS
elsewhere in these financial statements, the Group KAEBIN - AEBINE T 55 B3
had the following material transactions with the ATRIBETA) 75 H R 5 2 IR FE
following related parties based on the term mutually TTUTERRS :

agreed between the parties:

Transaction value Balance outstanding
year ended As ot
REEEEEEE REBLHRR
30.6.2009 30.6.2008 30.6.2009 30.6.2008
ZBEBRE ZEENE “BENE ZZENE
AAZTHLE EaGEREE ~E=1HLE YRl
HK$'000 HK$000 HK$'000 HK$*000
THx TR TR THT
Sales to a related company: F—FEEEAREE
Beijing Hengtai Technologies HRERERRR
Co., Ltd. (note 21) BREMAR (zE21) 268 - 313 -
Purchase from a related company:  F—BEEAAEE :
Beijing Hengtai Technologies HRERERRR
Co., Ltd. (note 26) BRELAF (K720 58,144 - (63,366) -
Subcontracting fee fo TR-FRERRZ
a related company: PRER
Beijing Hengtai Technologies ERERERRE
Co,, Lid. BREEAH 502 - - -
Technical development fee to S —FEEAR 2R
a related company: REEA :
Beijing Hengtai Technologies ERERERRE
Co., Lid. BRELAF 1917 - - -
Equipment rental expenses to XN -FBERAR R E
arelated company: HeER
Beijing Hengtai Technologies FRERERRE
Co., Ltd. BREEAH 184 - - -
Loans to a related company: A-BREARE
Beijing Hengtai Technologies ERERER Mﬁ
Co., Ltd. (note 23) BREMAR (HFE23) 455 - 1974 -
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40. RELATED PARTY TRANSACTIONS (Confinued)

(o)

®)

(Continued)

The receivables from related parties arise mainly from
sale tfransactions and are due 3 months after the date
of sales. The receivables are unsecured in nature and
bear no interest. There are no provisions held against
receivables from related parties (2008: Nil).

Other related party fransactions

In addition to the above, the Group had entered intfo
an Intellectual Property Rights Permission Use
Agreement and a Cooperative Agreement (the
"Agreements”) with its related company, Beijing
Hengtai Technologies Co., Ltd ("Beijing Hengtai”) on
8 April 2008 and 6 May 2008 respectively for a term of
20 years each. Pursuant to the Agreements, the Group
can use the intellectual property rights registered by
Beijing Hengtai while Beijing Hengtai will provide
fraining and technical support for the Group and the
customers of the Group. Beijing Hengtai would provide
free training and technical support for the first three
years and for the last six years of the Agreements.
However, the service fees would be computed based
on 3% of the gross audited revenue of the Group by
utilising the intellectual properties rights under the
Agreements for the fourth to fourteenth years, but
limited to HKS$S30 million every calendar year.

During the year, the Group recognised service income
of HK$42,378,000 from the above mentioned technical
support services from Beijing Hengtai.

(@

®)

(&)

EUEEBEALHATIERAHE
R RMEERBR=(EAARH -
% ERWGAR R ARG
B o AERELRLEEEBEEA
THREFREMEE (ZFEN
FiE) -

HAREALRS

R EXPrtE SN - AN EEREE
AAEREXERHMEAEREEA
A (MR EFR]) PRIR =TT NF
MANBE R -TZEN\FAANHE]
37 NGB EE RERT I (E A th ik I B 1B R
& ([ZEW#]) - 8hipEmaH20
F o REZFWZE - AKE R ER
IERIEREMZ NBERE - MR
EBHRBRAAKERAEERFEM]
B R o bR ESFHEZ
EHH LB FRRENFRER
FIRDI MR S 55 o AT - RIS &
HRHZ A SR BAR B4 F h ok 1 56 L0 4F
EFTHFEHRERNBEEES
ZRBRZW S BRZ3%TH - EF
J& F 1~ i 48 30,000,000/ 7T ©

FA - AEER DRIERBERZK
M S 75 R %5 R RS KA
42,378,000 7T °

Zes
N
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40. RELATED PARTY TRANSACTIONS (confinued) 40. BEBBEA LR S @
(c) Compensation of key management personnel of the ) AKBEZZBEABZHFM :
Group:
2009 2008
—EENF —EE)N\F
HK$’000 HKS$000
FE T T T
Short term employee benefits =EEB /T 2,421 1,361
Post-employment benefits RIRIE R A
- defined contribution plans — R RET S 4 -
Share-based payments expenses  MARR D Sz 1~ 5138 3,127 =
Total compensation paid ENEFEEBEAEZ
to key management personnel B e 5,552 1,361
Further details of directors’” emoluments are included EHEEME 2 & — BN
in note 11 fo the financial statements. TR MIFEL o
41. CONTINGENT LIABILITIES 4. FREE

The Company was named as a joint defendant in a writ of
summons HCA 2630/2007 on 20 December 2007 alleging
that the Company:

(i) failed to honour a joint and several guarantee the
" liability of a co-defendant under a forbearance
agreement fo the extent of HK$25,000,000; and

(i) failed to honour two cheques in the sum of
HK$2,500,000 each, totaling HK$5,000,000 plus interests

and costs.

ARBR_ZFZFLF+_A-_tHEE
EﬂAHﬁHCA263O/2OO7ﬁP%E%H%Z%AH
WEA » REHEZEAR

() AREHBRBECEHENBEEH
%&%J\WETET’E&&%EZ%
25,000,000/ 7T &) #£ [ X {& 5l &
R

N Be R B € & 52,500,000/ 7T
MM R X R » & $£5,000,000/% 7T
BEANE KKK -

@i
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41.

42,

CONTINGENT LIABILITIES (Continued)

The Directors have reviewed the claims against the
Company and based on the advice from the Group’s legal
counsel, are of the view that the Company has a valid
defence to the litigation and, accordingly, have not
provided for any claim arising from the litigation, other than
the related legal and other costs.

Apart from the actions against the Company disclosed
above, there were no other material outstanding writs and
litigations against the Group and/or the Company.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise
interest-bearing loan from a shareholder and cash at bank.
The main purpose of these financial instruments is fo raise
finance for the Group’s operations. The Group has various
other financial assets and liabilities such as trade
receivables and trade payables, which arise directly from
its operations.

The main risks arising from the Group’s financial instruments
are interest rate risk, foreign currency risk, credit risk and
liquidity risk. The board of directors reviews and agrees
policies for managing each of these risks and they are
summarised below.

Interest rate risk

The interest rate of loan from a shareholder is disclosed in
note 30 to the financial statements. Directors of the
Company believe its exposure to interest rate risk is minimal.
Cash at bank earns interest at floating rates based on daily
bank deposits rates.

The Company does not have any derivative instruments to
reduce its economic exposure to changes in interest rates.

HEZ

41.

42,

FAERASTALTE

A

HAEE

EECRIHEARRREZHER - X
ERNAKEZLZRZBERZEZZRAS AR
A ERRERARNERE - Bt KA
REEMEMERI  ARBLEAE
% FavaA Sl e 2 R R{E B4R -

B E XTI BE RS H AR AR
BEEAEAHEAEEK, HAQAF]
BIR T &5 E R KA

M EEEEBERBER

FEBTIECRIARERE —BK
RZNEBERRBITER - ZFRT
AZIRENRERAREZEESRE
T ARBEZRBEREENEREZ
BHOMTMEERABIRNEEERE
£ oo

HASEZSRTAMSIBcTERAR
BAERR - SNERK - FERR &R
HETRR - EFERFTMBEEEEZ
SRR ZBE - Bamn e

A = 2 bz

KA —BRRZER 2 MBI ®REK
FIsE30MEE - RAREERR/EEE Z
MEEBREMR - |RITEFRERITEA
T# SR R 1275 BRI R BREUA 8 o

R R AR A AT A DT 4 T A DURE A

7 44 T AR 2 48
REFH I RBETE -

Zs
NS
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42. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (Continued)

Foreign exchange risk

The Company’s functional currency is Hong Kong dollar
and the functional currencies of the majority of the
subsidiaries are Renminbi. The Group’s transactions, frade
receivables and trade payables are mainly denominated
in these currencies.

The Group has certain investments in foreign operations,
whose net assets are exposed to foreign currency
translation risk. However, as the net foreign exchange
exposure of the foreign operations is not significant, the
Group does not actively hedge this foreign exchange
exposure.

The Group periodically reviews monetary assets and
liabilities held in currencies other than the functional
currency to ensure that net exposure is kept at an
acceptable level, and will consider hedging significant
foreign currency exposure should the need arise.

Credit risk

The Group’s maximum exposure to credit risk in the event
of that counterparties fail to perform their obligations as at
30 June 2009 in relation to each class of recognised
financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet.

HE-TTAENASTALEE

A

2. B EREE B EREXR

(%)
S [ B

RRAB2NEEERET - XD
BRARZNEEE /AR - AEE 2
R BRERREMEREZNA L
BH#EHE -

AEBEETHBINEERE  HEEF
EAZINEHRERR - AT - BREI
EEPAS ZFINERBR AR - BAE
B B AT E L FIMNERRIR G AETTH
o

AREEE MW AT REE B UIN 2 B
RAECEBEERAE  URERAER
ZHERBBRERNAEZKE - ABRE
FERZEBHMEAIMNERR ©

RZZETAFARA=Z+TH  REERY
TAREBTHEAMREEHEHRS
RMEERHZ&EEERR - BEA]
ERERMINZEFEEZREE -
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42. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Credit risk (continued)

In order to minimise the credit risk in relation to trade
receivables, credit limits and credit terms granted fo
customers should be approved by delegated officers and
follow-up action is taken to recover overdue debts. In
addition, the management of the Group reviews the
recoverable amount of each individual frade debt at each
balance sheet date to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard,
the directors of the Company consider that the Group’s
credit risk is significantly reduced.

The credit risk on liquid funds is limited because the majority
of the counterparties are banks with high credit-ratings
assigned by international credit-rating agencies.

The Group’s concentration of credit risk on trade
receivables as at 30 June 2009 is mainly from five major
customers which accounted for 88% (2008: Nil) of tfrade
receivables. The Group has closely monitored fthe
recoverability of frade receivables and taken effective
measures to ensure timely collection of outstanding
balances.

Liquidity risk

The Group ensures that it maintains sufficient cash and
credit lines to meet its liquidity requirements.

The following table details the Group’s remaining
confractual maturity for its financial liabilities. For non-
derivative financial liabilities, the table has been drawn up
based on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be
required to pay.

2. WRERERHEE
()

FERR @

FRBE

REERERUERZEERRREER
K MEPROZEEREREEMNE
RIEEZ ABHLUE - WERERRETEIA
YEaHEIR o REEEEER
BEEERENERAENRZBERZA
WEIEHE - ARARM TR E S REH
RABEEE Al A2AEER
5 AEEZEERBAKREE -

nBEEZEERRAER - BRKREH
HFTREBEREETRRBIRSE
B2 IRTT -

RZZFFNFARA=ZTH  AEEEWK
ERZETFEERRIZRERARTIE
%ﬁ'&ﬁM%W%mZ%%LQYA
FE)  AEEDEIEREBRERZ
AW BB R BREVA SR FE 1 - A RER R
Ko b5 W [B] K H5 ] BR 2R

MENE & b

ARERREBERAZAS RERE
B UEHERDE S -

TRFJIAKEZEREBHRTIANEF
H o piIrfTAESRABME - ZRIR
BAKBRAKEKEESHABENR
FRHNERABRANHARTRER
8l o
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42. FINANCIAL RISK MANAGEMENT

RE-TEASSASHALER

42 BHEREEEERBE

OBJECTIVES AND POLICIES (continued) (&)
Liquidity risk (continued) RBEE R @
The Group NEE
Total Within More than More than
contractual 1 year 1 year but 2 years
Carrying undiscounted oron less than but less
amount cash flow demand 2 years than 5 years
ERFRE —FR —FpE MENL
REE HRLRELE HERER MEUR LR
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TER TER TER TER TER
2009 “EERE
Trade payables JERBRR 168,746 168,746 168,746 - -
Other payables Hi R RIEK
and accruals &R 9,232 9,232 9,232 - -
Obligation under BEHAL AL
finance lease 427 507 107 107 293
Loan from a shareholder ~ RE—&RE 2 EHX 30,000 30,000 30,000 - -
208,405 208,485 208,085 107 293
The Company YN/
Total
contractual
Carrying undiscounted Within 1 year
amount cash flow or on demand
CLEZiE) —FR
B E REeRBAH FEREKR
HK$'000 HK$'000 HK$’000
TER TER TER
2009 “EENE
Other payables and accruals — EERFIERETER 1,093 1,093 1,093
Loan from a shareholder RE—BBRRZ 30,000 30,000 30,000
31,093 31,093 31,093
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42. FINANCIAL RISK MANAGEMENT 2 BEABEEBEERBE
OBJECTIVES AND POLICIES (continued) (#&)
Liquidity risk (continued) REBELEMRE @
The Group RE
Total
contractual
Carrying undiscounted Within 1 year
amount cash flow or on demand
AHRFEFE —FA
REE ReRELTE IR EK
HKS$’000 HKS$ 000 HKS$000
T T FAT TFAT
2008 —EENF
Other payables and accruals  H & ZIE K ERTE A 955 955 955
Bank overdrafts RITEX 385 385 385
1,340 1,340 1,340
The Company AN
Total
contractual
Carrying undiscounted Within 1 year
amount cash flow or on demand
BRI T —FW
REE ReRELRTE TORRESK
HKS$’'000 HKS$'000 HK$ 000
FH T FAT TAT
2008 —ETNF
Amount due to a subsidiary FE1S — M B 2 R FIE 257 257 257
Other payables and accruals  H & ZIE K ERTE A 118 118 118

375 375 375
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43. POST BALANCE SHEET EVENTS

®

Q)

On 27 August 2009, Team Effort Investments Limited
(*Vendor”), the Company and an independent
placing agent (“Placing Agent”) entered info a
placing agreement pursuant to which the Vendor has
agreed to place, and the Placing Agent has agreed
fo procure not less than six placees, on a best effort
basis, for the purchase of up to 100,000,000 Shares at
the Placing Price of HKS0.70 per Placing Share
("Placing”).

On the same day, the Vendor and the Company
entered into a subscription agreement pursuant fo
which the Vendor has agreed to subscribe for such
number of subscription shares which is equivalent to
the number of Placing Shares actually placed under
the Placing, being a maximum number of 100,000,000
Subscription Shares at the Subscription Price of HKS0.70
per Subscription Share ("Subscription”). Details of
these are disclosed in the announcement of the
Company dated 27 August 2009.

The Placing and the Subscription were completed on
1 September 2009 and 9 September 2009 respectively.

Subsequent to the balance sheet date, Beijing
Jingiao, a 93% owned subsidiary of the Group, had
applied for an increase of registered capital by
HK$70,000,000 from HK$30,000,000 to HK$100,000,000,
which has been approved on 8 July 2009.

HE_TZ

. n\l:l

®

@i

NERNA=TRHILFE

BER#%&ER

RZZEZAFENAZ+TLARH -
Team Effort Investments Limited
([E7]) AREE-—EFBIRE
R ([BEERIE]) AT E ez
Bt EARERE  MiERE
FERZRALS IREN DN
Be A 32 & AR EL & A% 17 0.707%8 7T 2 B
= B 88 5 5 % 100,000,0004% f% {7
([B2EL) -

R B - &7 EARRBE G B
& Bt EHRBRERABBEK

770.708 T REERBHERE
W%*Eﬁg@ﬂ'%%IEﬁﬁHE%ZHE%HX )
ZBEzZRBERND  AKZ
100,000,000 R 5 ([ R
ﬁ%J) s BAFBRARRIEHIR =

ENFNAZ+TERHZREARK

B e

=)

REESELAEZEEDORNR -
EHEAA-—BR-EZTNENA
NLBSERK °

REERIK - AEBEEAR%ER
B AR REBRAREMERR
30,000,0007% 7T % 70,000,000/ 7T
%100,000,000/& 7T * ER TN
FLANREGHE -



\\\\\\”’/
EEPEZERERAR ?:155/?
2008/2009% 3 7,

’IA\\\‘J'

NOTES TO THE FINANCIAL STATEMENTS
B8 5 it o0 MR ik

For the year ended 30 June 2009 HEZTTNFNA=1THLFE

44, COMPARATIVE FIGURES 44, Lt B F
Certain comparative figures have been reclassified to EThREFEEERHBRUFERE
conform with the current year’s presentation. EZ2% -

45. APPROVAL OF THE FINANCIAL 45, B i§ SRk 2 #Hit
STATEMENTS

The financial statements were approved and authorised PEBRRER_ZEZNFNLATHERLK
for issue by the board of directors on 15 September 2009. ExefEREETE -
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$Uh 5 26 et 22

A summary of the results and assets and liabilities of the Group

AEBR AV RFEERF2EEREEAGR

for each of the five financial years is as follows: ZmMR
RESULTS E
Year ended 30 June
BERA=THLEE
2005 2006 2007 2008 2009
“ZERE ZETRF ZZELFE ZZT\F R
HKS'000 HKS'000 HKS'000 HKS'000 HK$’000
FHEL THT THT T TR
Turnover HED 7,659 8,037 16,101 32,821 339,365
(Loss)/Profit before faxation B EAT (B548) /A (7,167) (2,482) (2,995) (15,838) 123,435
Taxation BE - - - - (5,429)
(Loss)/Profit for the year ER(BR)/EF (7,167) (2,482) (2,995) (15,838) 118,006
Attributed to: He
Equity holders of the Company AR FIRERE A (7,167) (2,482) (2,995) (15,838) 110,698
Minority interests PER R ER - - - - 7,308
(7,167) (2,482) (2,995) (15,838) 118,006
Basic (loss)/earnings per share  BRER (B1) /&7
(HK cents) (&) (1.54) 053) (0.64) (2.86) 11.28
Diluted eamings per share BlREEAT
(HK cents) (4L) NATER NATER NATER  NATER 11.27
ASSETS AND LIABILITIES EERAEE
2005 2006 2007 2008 2009
—TThE ZTERE e o3 —TTNF “EZHE
HK$"000 HK$’000 HK$*000 HK$'000 HK$’000
FHET THEL TEL T T
Non-current assets ERBEE 881 68 478 37,316 354,032
Current assefs MEEE 9,828 5,106 3,398 30,352 349,088
Current liabilifies FHEE (3,345) 292) (1,944) (1,340)  (213,605)
Non-current liabilities FRBAR - - = - (3,062)
Net assets BEFE 7,364 4,882 1,932 66,328 486,453
Equity attributable to equity AREIRERA A
holders of the Company [E (L 7,364 4,882 1,932 66,328 477,024
Minority interests PER R ER - - - - 9,429
Net assets BEFE 7,364 4,882 1,932 66,328 486,453
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