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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 traded 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 accept 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 the information contained in this report is
accurate and complete in all material respects and not misleading or deceptive, and there are no other matters
the omission of which would make any statement herein or this report misleading.

EEEH
BRBEXGIAERDE (B AIER (RIXR]) 2B

AIEBNECDRELEEMEBIAM LT 2 ARGEESREBRZATARK—BLT 2HE - ARREZALE
BERENZEQRAZEEAR  LEECBEERAFZZRASFLHRERE - AIER2ESARREMZERTA
ERBESEXRAMEREECREE -

HRAXER LT ARFAZMERER  FAXREECESTHERNBEIMEREEZBSEAZIBRAT SRS AR
ERELIREBCAXREBECESTASREEZTS -

BEEXGREEFERAARBXFTHABEZABHTRE HEEENATEM T RRRBEY  BHEXRTFTE
REBRELHBXEMNBORABRMELLFAGEZERNRM S| B2 EARXREEAEE -

FHEDBRBXFARRES LTHRR ([AIRRLTRA) 2HRERREBELLAZER - EEFEZRERL A
BEZE([EE)HEXBEFBENBERAREFEAELIHENE - EFHFLH — IS EZHREER  RIRERARE
5 ABEBERNAEETETAIRERRTE  AEREXYFHG  URFFELEAREMERHELXA
REBETEABTREIRE -



CONTENTS
B &

CORPORATE INFORMATION

CORPORATE CHART

STATEMENT FROM CHIEF EXECUTIVE OFFICER
MANAGEMENT DISCUSSION AND ANALYSIS
CORPORATE GOVERNANCE REPORT
DIRECTORS AND SENIOR MANAGEMENT
REPORT OF THE DIRECTORS

INDEPENDENT AUDITOR’S REPORT
AUDITED FINANCIAL STATEMENTS
Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Consolidated Statement of Changes in Equity
Consolidated Statement of Cash Flows

Notes to the Consolidated Financial Statements

SUMMARY OF FINANCIAL INFORMATION

EEENRRDN

EXEER®RE

ESREREERE

BYRBERE

RERUBERER

>

FeEEEBAK
e BRI R
FERRERE
,F/\fﬁi//lui%:z

A ERRME

_4
]]

_4

MEERBRE

32

38

43

55

57
58
60
61
63

144

EEREZERERLQE

2010/2011 FE FE 3R



P

CORPORATE INFORMATION
ARER

BOARD OF DIRECTORS
Executive directors

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

Non-executive director
Mr. Xu Lei
Independent non-executive directors

Mr. Leung Wo Ping JrP
Mr. Dong Shi
Mr. Hu Dingdong

COMPANY SECRETARY

Ms. Cheng Kit Sum Clara, CcPA, ACCA

AUDIT COMMITTEE, NOMINATION

COMMITTEE AND REMUNERATION

COMMITTEE

Mr. Leung Wo Ping JpP (Chairman)
Mr. Dong Shi
Mr. Hu Dingdong

COMPLIANCE OFFICER
Mr. Feng Yongming

AUTHORISED REPRESENTATIVES

Mr. Feng Yongming
Ms. Cheng Kit Sum Clara

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM11
Bermuda

Heng Xin China Holdings Limited
Annual Report 2010/2011

EEE
HITES
MBS (TR

BB RE
FREREL

FHITES

BYFHITES

RMFIAE - ATt
EVapitaa
tHE RS AE

NEME
B4+ » CPA - ACCA

BEREEG - REEZEEGNRH
MESS

RMFIAE - cvmt (EE)
Evab s
tHERLE

EREE
Bk e
RERXR
B e
WLt
AMRERE

Clarendon House
2 Church Street
Hamilton HM11
Bermuda



CORPORATE INFORMATION
NAEHR

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Unit 2, 24/F, Harcourt House
39 Gloucester Road, Wanchai, Hong Kong

STOCK CODE

8046

COMPANY INTERNET HOMEPAGE
http://www.hengxinchina.com.hk

BERMUDA PRINCIPAL SHARE REGISTRAR

HSBC Securities Services (Bermuda) Limited
6 Front Street

Hamilton HM 11

Bermuda

HONG KONG BRANCH SHARE
REGISTRAR

Union Registrars Limited

18/F, Fook Lee Commercial Centre
Town Place, 33 Lockhart Road
Wanchai, Hong Kong

PRINCIPAL BANKER

Wing Hang Bank Limited
161 Queen’s Road Central, Hong Kong

AUDITORS

Messrs. Morison Heng

Certified Public Accountants

7/F., Allied Kajima Building,

138 Gloucester Road, Wanchai, Hong Kong

Y 4

EREANSERBETEERME

EBET S TITE395
ERAE241E2%

3R R

8046
NEIRE
http://www.hengxinchina.com.hk

BERETEROERE

HSBC Securities Services (Bermuda) Limited
6 Front Street

Hamilton HM 11

Bermuda

EERBDERTRE

BABEETLHR AR
BB ET

5R T BR335R P R E S
BRI EFR 188

TERERRT
KERTERAT
BEBEEABTI61%

BB

ENE G BB
MEGFTED

BB E TS TE1385
BEESKETE

EEHEZERERA
2010/2011F 5 1R



CORPORATE CHART
D EIRBE

EBEREZERERAR(RAFN R 2T
FAANBREBARE-NN-FRFDEE
EFDRAREEMA LRI HRRERRAF -
ARRBRON —FZT=FM A +XBREIER
Ef o TEARRALETZMBRAREER
BEAHZARREE -

Heng Xin China Holdings Limited (the “Company”) was incorporated as
an exempted company with limited liability in Bermuda on 9 September
2002 under the Companies Act 1981 of Bermuda (as amended). The
Company'’s shares were listed on GEM on 16 April 2003. The following
is a corporate chart of the Company and its principal subsidiaries up to
the date of this report.
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STATEMENT FROM CHIEF EXECUTIVE OFFICER

THRRBRES

STATEMENT FROM CHIEF EXECUTIVE
OFFICER

On behalf of the board of Directors (the “Board”) of Heng Xin China
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 2011.

FINANCIAL PERFORMANCE

For the financial year ended 30 June 2011, the Group recorded a
consolidated turnover of approximately HK$676.6 million (2010:
HK$653.3 million) and a profit attributable to equity holders of the
Company of approximately HK$201.9 million (2010: HK$181.0 million).
The basic earnings per share was approximately HK9.50 cents,
compared to approximately HK11.50 cents of the last financial year.
The directors do not recommend the payment of a final dividend in
respect of the year ended 30 June 2011.

BUSINESS REVIEW AND FUTURE
PROSPECTS

During this financial year, the Group continued to devote its effort to
strengthen the growth of, and optimize the development plan for, our core
and newly developed businesses. The Group increased resources on market
exploration, and increased investment and enhanced operation in digital
television broadcast industry in the PRC, in particular the three networks
integration business in cable digital television. Although revenue will come
more significantly in future years judging from the business contracts the
Group has entered into, it has achieved remarkable results.
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STATEMENT FROM CHIEF EXECUTIVE OFFICER

THRBRESE

As for the cable digital television industry, in response to the three
networks integration policy in digital television broadcast industry in the
PRC and huge market demand, the Group continued to strengthen the
growth of its business in contracted regions during this financial year,
while putting great effort in exploring new markets, improving the service
quality of our cable digital television business, exploring and developing
products with our own core technology, fully carrying out the role as
business operator, adding more value added services in operation, and
establishing our customer base and strategic partnership in the industrial
chain of such segment. The Group has achieved remarkable results in
terms of business scale and service quality of the segment, realized
impressive economic efficiency and laid a solid foundation for the
sustainable growth of this new business.

As for the wireless digital television industry, the Group has continued
to strengthen its system and equipment integration business in
contracted regions, further increasing the scale of its integration business
in transmission ends and terminal equipment in the wireless digital
television market of the regions, improving our current business operation
model, consolidating and enhancing our partnerships with other
operators and in the industry chain, thereby creating favourable
conditions for continuous growth of our business operation in this
segment.

As a reputable and large-scale designer and supplier for wireless audio
basebands and information security technology products, during this
financial year the Group continued to consolidate its existing customer
base and advantages in products and technology, put great effort in
exploring new markets, enhance our market share, strengthen further
the research and development of our own core technology products,
and their application and promotion in the fields concerned. We caught
up with market development, and provided advanced products and
quality services to the users, thereby creating a solid and established
customer base, and favourable conditions for sustainable growth.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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STATEMENT FROM CHIEF EXECUTIVE OFFICER

THRRBRES

The Group has been following and adapting to the development and
demand of the market in Mainland China. We have grasped the huge
business opportunities, and adhered to the philosophy of market,
customer, technology, service and earnings-oriented development. We
aim to grow bigger, stronger, and better in our principal businesses,
maintain and enhance the Group's core competitiveness, build up the
strength and solid base for the sustainable growth of the Group.

By paying attention to and coping with the domestic development and
demand of the broadcasting digital television industry on an ongoing
basis, the Group is able to further grab a foothold and penetrate in the
markets of wireless digital television and digital cable television, in
particular the business in three network integration, improve the digital
television business in the contracted regions, expand into new markets,
strengthen further the research and development and promotion of the
application of the technology and products in this field, upgrade the
overall service quality and the scale of operation of the digital television
business, in particular the three network integration of the digital cable
television, and achieve a greater and better economies of scale in order
to maintain the Group's competitive advantage in the digital television
broadcasting industry.

The Group will continue to maintain and enhance its technological
advantages and leading position in the areas of wireless audio baseband
integrated circuits and multimedia transmission as well as information
security technology products, identify new markets and increase its
market share and bring in new sources of growth in revenue.

Capitalizing on the vast domestic business opportunities in the PRC,
the Group's clear market positioning, aggressive market expansion,
effective business operation model, sophisticated experience in business
development and long-term established partners relationship and
customer base, will enable the Group to achieve a more sustainable
competitive edges for the business development with the greatest
economic benefits, which the Board expects will bring about long-term
and greater benefits to the Group.
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STATEMENT FROM CHIEF EXECUTIVE OFFICER

THRBRESE

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 that have
contributed to the sustained growth of the Group over the year.

Xiao Yan
Chief Executive Officer

27 September 2011

Heng Xin China Holdings Limited
Annual Report 2010/2011
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MANAGEMENT DISCUSSION AND ANALYSIS
BEBNWE D

THE GROUP

The Group saw a big step forward in overall development and
business transformation for this financial year as compared with
that for last financial year. Thanks to the contribution of all members
of the Group, the Group has not only reached the business target
but also maintained technological reserve.

BUSINESS REVIEW

During the year under review, the Group has been focusing on the
following core technologies and/or business areas:

Digital cable television two-way
conversion equipment and services, and
value added services

With the experience in the of wireless digital television business
and riding on the national “three networks integration” policies
introduced by the State Council in January 2010, the Group
aggressively extended solutions on the conversion of digital cable
television projects and has achieved a great leap in research and
development, design, production and sales. This new business
began in April 2010. Since then a number of breakthrough has
been achieved. In April 2010, the Group and ;L i/ & EE TR
4% {E % B L (Nanchangxian Radio and Television Network
Transmission Centre) in Jiangxi province, entered into a
cooperation agreement for network construction in Jiangxi province
with Nanchang county, the most economically booming county in
Jiangxi province, as a pilot city. It also entered into an agreement
with ZREEBE BB RMN B R 2 F] (Anhui Radio and Television
Information Network Co., Ltd) for the similar network construction
in Anhui province. The first phase of the two-way network
construction in four cities of Anhui, namely Huainan, Huaibei,
Bozhou and Suzhou, has already commenced. In August of the
same year, through technology planning and a tender for the
equipment selection, the two-way network construction of “three
networks integration” in pilot cities has also kicked off.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE D

Following the introduction of the “Twelfth Five-Year Development
Plan” in the PRC, the construction of new rural area and the
development of culture industry will become the prime mission
and backbone industry of the country respectively. As a response
to the national policy and to adapt to the social and economic
development in the PRC, the Group entered into a cooperation
agreement with Wt EEEE BB EBRMH AR A7 (Hebel
Television Broadcasts and Information Network Group Co., Ltd
“HBTN”) for the progressive development of 3 million rural
subscribers in 3 years following the progress of the construction
of new rural area in Hebei province. During the cooperation period
of 15 years, for each successful solicitation by the HBTN of a
digital television subscriber with the basic monthly fee per
subscriber not lower than RMB15, the Group will contribute
equipment worthy of RMB550 per subscriber and share 50% to
80% of the revenues from basic subscription fees and the future
income from value-added services. The signing of this cooperation
agreement would lead the Group to become a comprehensive
television operator with revenue from basic subscription fees and
the value-added business. Since early 2011, due to the realisation
of revenue from basic subscription fees of television broadcasting,
the Group began to record a stable cash inflow and will also record
higher income from the value-added business of television
broadcasting.

Thus the Group has already obtained the operation rights on the
development and basic business of the 3 million cable digital
television subscribers in Hebei, and 5.5 million two-way value-
added business of digital television subscribers in Jiangxi and
Anhui. For the financial year 2010/2011, the Group has transformed
remarkably to new business recording good results. Since the
beginning of 2011, the Group has indulged in network construction
for nearly half a year, and now completed the two-way network
conversion for the first 200,000 subscribers, basic network
construction for 500,000 subscribers, and installation of 6,000
public display panels.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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MANAGEMENT DISCUSSION AND ANALYSIS
MIEJE n—.l- nf & *ﬁ'

The business cooperation model of the two-way network
construction of “three networks integration” is that while
contributing in the equipment for the two-way network
construction, the Group works with the local television broadcast
operators on the operation of the “three networks integration”
business during a period ranging from 12 to 15 years, and shares
approximately 40% to 70% of the revenues. Through this unique
way of cooperation between both parties, the Group has become
the only overseas-listed operator in PRC television broadcast. With
the support of the “three networks integration” policy and the
progress of the business, the television broadcast network will
ultimately become the fourth largest integrated operator in the
PRC, after China Unicom, China Telecom and China Mobile,
gaining substantial revenue in the future. According to the
requirement of the national policy, the construction period of “three
networks integration” by television broadcast will end by 2013.
The specific details of implementation and business requirements
of the businesses of television broadcast and telecommunication
will gradually be introduced. Hence the mature period (period of
high revenue) of the “three networks integration” business will be
the years after 2013.

Upon the completion of the first phase of the two-way network
construction in Anhui province ten months after its
commencement, the Group saw its initial achievement to have
solicited 200,000 subscribers for the network construction of “three
networks integration”. Consequently, the Group entered into a
series of cooperation agreements with the value-added service
providers for electronic payment, distance health care, distance
education and advertising, indicating the full operation of its value-

added business.
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Following the establishment of an operation team for the Group’s
value-added business and the commencement of operation of its
business, the Group also entered into a cooperation agreement
with JAI L EEB B E T ER B R E 2 7 (Hebei Digital Mobile
Television Broadcasting Co., Ltd “HDMTV”) in Hebei province in
July 2011, pursuant to which all of its mobile television
broadcasting businesses is contracted to the Group for a period
of 15 years, including the operation of advertising display panels
on buses, in train stations, airports and outdoors on the condition
that Hebei mobile television company will share 20% of the
revenue. The Group currently owns 6,000 display panels and will
own tens of thousands of outdoor advertising display panels
covering 11 cities in the entire Hebei province in the future,
contributing a considerable income for the Group’s value-added
business such as advertising. In August 2011, the Group entered
in to a cooperation agreement with Beijing Huaxia Innomedia
Technology Co., Ltd. (“Beijing Huaxia”) to jointly operate and
develop the advertising business and value-added services of the
digital mobile television project and 60,000 electronic display
panels in Hebei province for a period of 10 years. For the
cooperation business, Beijing Huaxia will contribute a cooperation
development fee of RMB200 million to accelerate the development
of the project and will share 50% gross revenue from the Group
out of its profit portion after sharing with HDMTV.

The Group’s existing operation right on value-added business
covers areas such as Anhui and Nanchang of Jaingxi provinces.
The Group has signed contracts on establishment and operation
of value-added business for 550 million cable television
subscribers. As in Hebei province and Datong of Shanxi province,
the Group has signed contracts on establishment and operation
of basic television business for 370 million cable television
subscribers. In addition, the Group also signed contracts on
wireless mobile digital television operation in Hebei province, which
includes operation for value-added businesses such as 60,000
advertising display panels in public areas.

Heng Xin China Holdings Limited

Annual Report 2010/2011
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The Group’s core business direction is to become an integrated
operator in television broadcasting business, mainly as an
integrated network business operator. As in Hebei province, the
Group provides equipment worthy of RMB550 to each subscriber
for a term of partnership of 15 years and share the gross revenues
based on the proportion of 80% for the first 5-years, 60% for the
next 5-years and 50% for the third 5-years.

On top of the above, other value-added revenues, such as
revenues from advertising and broadband services, are also shared
in proportion to net revenues. In areas such as Anhui and Nanchang
of Jiangxi, based on the investment for equipment of approximately
RMB500 per household, upon the completion of the network
construction of “three networks integration”, revenues will mainly
come from the revenues allocated through value-added business
segment excluding basic subscription fees, such as electronic
payment, home online games, broadband service, HD television,
pay-television and videophone. For instance, in Anhui province,
the term of partnership is 12 years, and the Group shares the
revenues based on the proportion of 70% for the first three-years,
50% for the next three-years, and 40% for the last six-years. In
addition to the above, the Group also shares a portion of revenues
from basic subscription fees. The basic subscription fee for the
second television set for all household in Anhui province is
approximately RMB3 per month for each household, and such
income will solely be allocated to the Group. With reference to the
financial information and data of other television operators, the
Group’s value-added revenues will be twice of the basic revenues.
As such, through the operation model mentioned above, the Group
is able to maintain sufficient cash flow, and will reap the benefit of
the huge revenues from value-added business in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWmE D

With the growth of the Group’s business, the Group has established
its operation model as a television operator with the construction
of television network and the sharing of revenue from basic
subscription fees as its principal activities together with profit
sharing from network construction of “three networks integration”
and revenues from value-added business. At the same time, the
Group will also maintain its current cash inflow from the basic
subscription fees and consider the profit potential from the future
value-added business. Under the direction for this type of business,
the Group actively expands into new markets while carrying out
network construction in contracted regions. In May 2011, it entered
into cooperation agreements with Tianzhen and Yanggao counties
of Datong, Shanxi province for pilot sites construction for basic
television network, which further expanded the coverage of the
construction and operation of television broadcast network.

In summary, the Group’s television operation model has the
following characteristics:

o By way of project collaboration, the Group contributes the
equipment for the collaboration projects but does not hold
any equity interest in the television broadcast operators, not
involved in the broadcasting contents and the management
and operation of the network companies. As such, the Group
avoids the restrictions imposed by national policies on foreign
investment in equity interests of television operation

o By adopting direct profit sharing, the Group and the local
television operators bear the operation costs on their own
and directly share the revenues received instead of sharing
of net profit to avoid the existing liabilities and financial
burdens of these television network companies. The Group
is able to achieve sound cash flow and high investment
return, as the Group only needs to bear the depreciation
expenses of investment in equipment and its own operating
costs. Meanwhile, the local network companies are able to
achieve the greatest return on equity.

Heng Xin China Holdings Limited

Annual Report 2010/2011
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DM

° There are a number of characteristics for the Group’s selected
areas of collaboration. Firstly, the local network companies
have rather high liabilities and are eager to lessen their
liabilities through business growth. Secondly, the areas where
the television network covers have such characteristics as
high population density, low proportion of subscription fees
in disposable income per capita, and rapid economic growth.
Currently, the regions in central China have these
characteristics. Thirdly, cable television network users count
for a smaller proportion in these areas, which means there is
huge potential for growth. Fourthly, the geographical features
of these areas are mainly flatlands and hills, which allows
higher investment returns for cable network coverage.

° Business co-operations with the Group bring about new
development opportunities and business management
mechanisms for local television broadcasting networks in
addition to the knowledge on the development of local
television broadcasting networks, to which the leaders of
television administration at a higher level is looking forward
to and which constitute the significant reasons for their
aggressive implementation of the co-operations.

Currently, the regions featured as aforesaid are mainly located in
the central part of the PRC, for which reason, the Group’s business
co-operations of cable television operation are focused in such
regions as Jiangxi, Anhui, Hebei and Shanxi provinces. Other
regions with the characteristics above include Shaanxi, Sichuan,
Henan, Guangxi, Fujian and Tianjin. It proves that the Group’s
business development model, with satisfactory sustainability and
replicability, in well tuned with the current development of
broadcasting in the PRC.
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With the rapid development of the businesses of television
broadcasting operation, the Group repositioned and accelerated
the expansion of its organisational structure. The subsidiaries of
the Group engaged in different types of businesses, which
complemented and supported each other. On the basis of the
roles of subsidiaries, they can be classified into different categories:
subsidiaries responsible for basic operation and for construction
and maintenance of networks; subsidiaries responsible for value
added businesses of market exploration and operation, whose
major tasks include cooperation with providers of value added
services in order to introduce valuable value added services into
the networks constructed by the Group for operation, while
integrating the resources for sales for advertising income of end-
users invested by the Group on the general market, and
subsidiaries responsible for the development of new businesses
and products. These subsidiaries develop new products and
technologies in accordance with the resources of operating
networks as contracted and are currently developing proactively
products such as USB for television for terminals of HDMTV as
well as terminal products for television installed on vehicles. Apart
from the aforesaid subsidiaries, the Group’s existing principal
businesses include encrypted integrated security circuits and
wireless audio broadcasting circuits and products. Through the
distinctive roles of and co-operations across different subsidiaries,
the Group has been able to maximise synergy and revenues from
the operational business of broadcasting television networks and
ensure the proper operation of every television broadcasting
projects.

Heng Xin China Holdings Limited

Annual Report 2010/2011
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MANAGEMENT DISCUSSION AND ANALYSIS
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Wireless digital terrestrial television
network equipment integration business

The wireless digital television market in Hunan and Hubei provinces
is booming. During the year ended 30 June 2011, the Group has
achieved the largest market share in the supply of transmission
ends and terminal equipment in the wireless digital television
market in both provinces. The network construction of these two
television broadcast operators is still in the initial stage. Upon the
optimisation of coverage, the number of users will record a
significant growth. In view of the funding constraints of these two
television broadcast operators in the coming three years, the Group
has well communicated and made agreements of early repayment
with its customers. In addition, the Group will also cooperate with
its business partners for the collection of its receivables. Up to
now, the Group has fully collected its receivable from Hunan Mobile
TV.

Information safety technology business

During the year ended 30 June 2011, the focus on the market of
telecommunication business was precise environment control for
the base stations . As a selected enterprise of China Telecom
Group, the Group participated in the construction of
telecommunication base stations in Yunnan, Jiangsu, Hebei,
Heilongjiang, Henan and Zhejiang provinces. Despite that the
turnover was not significant up to date, the Group has entered
into a huge telecommunication operators’ market with hundreds
of billions’ turnover every year. With the promotion of three
networks integration in telecommunication, the business focus of
the three largest operators has shifted to mobile internet and fiber
to the home (“FTTH”). The Group’s newly developed base
environment-controlling products and optical fiber quick
connectors completely suits the business modes of these telecom
operators. In addition, the Group has been named in centralized
purchases of China Unicom and China Telecom Corporation and
had already won the bid and commenced the supply to the Jilin
branch of China Unicom. The telecommunication business will
definitely be a new highlight of the Group in the future.
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The system integration project has brought much contribution to
such areas as medical services, plant integration, and
government’s centralized procurement by utilising the Group’s
leading encryption technology. With the growing coverage and
continuous improvement of remote medical projects, the Group
will continue to provide systems and equipment, and supporting
software to service providers. The Group has been shortlisted and
won the bids in several large government procurements such as
Beihang University, China Southern Airlines, Xinhua Airlines, and
universities, and these projects are progressing well. The Group
also managed to gain a larger market share by collaborating with
its business partner in large infrastructure tenders.

The satisfactory sales of the Group’s self-developed software
marks its success in technology development in the past three
years. The application markets of account management, network
management, precise control, and medical management are
expanding. Demand from existing customers maintains a steady
growth, and the prospect is optimistic. As the contribution to the
technology development of the Group since its establishment, the
Group will maintain its strong collaboration with various technology
partners such as Tsinghua University, Beijing University of
Technology, Beijing Institute of Technology, Beijing University of
Posts and Telecommunications to develop new and useful
technologies, applications, and functions in such areas as digital
video, users management, encrypted algorithm, automation
management, information management, cloud computing, and
provide advanced, applicable, high-quality, tailor-made technology
services to its customers.

Heng Xin China Holdings Limited

Annual Report 2010/2011
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Wireless multimedia transmission
baseband integrated circuits

During the quarter ended 30 June 2011, the demand from overseas
customers in this business segment has further increased as a
result of the stronger demand from both domestic and overseas
markets. The Group’s market share has been growing
correspondingly with the expanding scale of cooperation with the
domestic and overseas customers over the past few years. This
has provided the Group with an effective protection of high revenue
as well as a profit driver in future. During the financial year, the
export market of this segment has improved. The export sales in
the fourth quarter of the financial year 2010/2011 has increased
substantially compared to those of the first three quarters, and
the number of approved projects increased two to three times.

PROSPECTS

The business plan of the Group for the future is to develop as the
top three operators of television broadcasting integrated
businesses in the PRC. The Group will engage in full-scale basic
television broadcasting business, television broadcasting value-
added business and wireless television broadcasting business as
well as satellite business according to the characteristics of the
broadcasting television subscribers in different regions in mainland
China.

In accordance with the policies of the State Administration of Radio,
Film, and Television of the PRC, the broadcasting of all analog
televisions shall cease and the digitalisation for broadcasting
television networks shall be completed by 2015 for all regions,
thereby marking an opportunity for significant development in the
Group’s history of operation of broadcasting television businesses
by 2015. The Group will accelerate the expansion of broadcasting
television operational business in the regions where the Group
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operates. The Group aims to enter into contracts consecutively
with two to four provinces for the construction and operation of
broadcasting television network integrated businesses in a total
of six to eight provinces by 2013. It is expected that the
construction of the network with 30 million broadcasting television
subscribers would be completed by 2015, bringing tens of billions
of revenue to the Group every year.

2012 is a year of continuing success of the Group’s broadcasting
operational business. The Group will reinforce and properly operate
the networks for its contracted broadcasting television subscribers,
while building a foundation for achieving the overall objectives of
development of the Group. With the current progress of network
construction, it is expected that the construction of network for
1.7 million cable basic broadcasting television subscribers and
1.5 million cable value-added broadcasting television subscribers
and 30,000 electronic signboard within the contracted regions will
be completed by 2012. Moreover, approximately 3 million new
broadcasting television subscribers will be entered into contracts
in the near future, generating a promising growth in profit and long-
term value for the Group. The Group has the philosophy of market-
oriented development based on technology with quality services
as profit driver. This will assist the Group in maintaining its
competitive edges and its sustainability.

For the development of wireless television business, the Group
shall explore new markets and at the same time maintain its existing
businesses, and actively expand its overseas market share for
higher profit while keeping the largest share in the domestic market.

Although facing tense competition, the Group’s first own product
MOCA obtained network access from the State Administration of
Radio, Film and Television and attained wide recognition from
different levels of television operators, including Hebei selection,
Hubei selection, Sichuan selection, Jiangxi selection, Shanxi
selection, Shaanxi selection, Xinjiang selection, Liaoning selection,
Heilongjiang Agricultural Reclamation selection. Under the
environment of three networks integration, MOCA cable projects
are yielding positive results, with orders for 1 million units, sales

Heng Xin China Holdings Limited
Annual Report 2010/2011
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amount of approximately RMB600 million and expected gross profit
margin of 20% in Hubei province in the coming three years. The
Group entered into an agreement with value of RMB150 million in
Panjin, Liaoning province and the project with the value of RMB
tens of millions in Xiuyan, Liaoning province also commenced. It
is expected that RMB hundreds of millions of sales from Liaoning
province will be recorded in the coming three years. The Group
was named as a qualified supplier in the Hebei selection, and is
expected to generate RMB80 million of sales within 3 years with
gross profit margin of around 18%. The Group won the bid and
commenced the supply in Heze and Jining of Shandong Province.
The Group won the bids in Sichuan, Xinjian, Heilongjiang with the
sales of RMB hundreds of millions in the coming three years and
expected gross profit margin of 20%. The Group will be able to
achieve revenues from sales of more than RMB1 billion and gross
profit of RMB hundreds of millions in the cable television market in
three to five years.

For telecommunication business, the Group targets to capture
more market shares and create new profit driver, and commenced
to arrange its human resources, material resources and financial
resources for the development of its own products and the joint
production with foreign manufacturers to meet the demand on
solution products for mobile internet and FTTH projects from three
major telecommunication operators, namely China Mobile, China
Telecom and China Unicom. It is expected that this strategy will
bring RMB hundreds of millions of sales and considerable gross
profit to the Group within three years. In the coming three years,
the Group will definitely continue to expand, upgrade and explore
the Group’s technological know-how gained throughout these
years, and to identify customers’ new demand and new customers.
These are all essential to the sustainable development of the Group.
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The wireless digital audio integrated circuit segment will see orders
for mass production from new projects in the coming quarter and
many enterprises are exploring new profit driver after the crisis.
The number of new customers in the export segment has been
significantly increased. It is expected that the segment can greatly
expand its market share. Among all, Apple accessories project
will become a highlight to the Group’s business growth. The Group
has been planning to explore the domestic market to expand the
domestic market share before it suffered from the adverse impact
on the export market, and has achieved remarkable results in terms
of market shares and sales volume. While commencing its mass
production for the projects of two domestic listed companies in
the third quarter of 2011, it will be a great start for the domestic
sales market. The segment will strive to enter into new consumer
and automotive electronics markets in order to bring new profit
driver for the Group.

With new opportunities constantly availing for the Group and the
Group’s improved cash position, the challenge will be to prioritise
and allocate its resources efficiently to maximise value for its
shareholders.

Heng Xin China Holdings Limited
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FINANCIAL HIGHLIGHTS

MBRE

For the year ended 30 June (HK$’000) 2010 2011 Change
BERA=THLEE (F#ER) —2-%F —Z2--f b))
Revenue Y 653,260 676,624 +3.6%
Gross profit E7 263,038 313,222 +19.1%
Profit before taxation BRI A1 204,375 234,369 +14.7%
Profit for the year F R F 195,645 P K] +5.6%
Profit attributable to owners 2Ny 181,042 201,942 +11.5%
Earnings per share (HK cents) SREF (BL) 11.50 9.50 -17.4%
Dividend per share SRS 1 bonus share for - -
every 30 existing
shares
ZERAE RN
R 1RA AR
REVENUE BY SEGMENT W #5
Segment
N
Wireless digital Wireless
terrestrial television Encrypted digital audio
Digital cable network equipment integrated integrated
television business integration circuits circuits Total
AR HERKBFER ER
HFEREN BEXBEEH nELH HFEECH st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TERL TET TET TEL
Revenue W 167,058 56,684 265,063 187,819 676,624
% to total e
revenue BRL 24.7% 8.4% 39.2% 27.7% 100%
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OVERVIEW OF ASSETS AND LIABILITIES

EEEEME

As at 30 June (HK$°000) 2010
RRA=1R (F#&xT) —T-TF
Inventories FE 2,889
Trade receivables R BE 3R 452,126
Prepayments, deposits and BRRE  BeR

other receivables Hip IR 29,348
Financial assets PREE -
Cash and cash equivalents RIIRAEEEY 65,401
Others Hith 1,993
Current assets REBEE 551,757
Property, plant and equipment mE - BEREE 7,187
Goodwill HE 753,146
Intangible assets BVEE 34,107
Deposits for acquisition of property, WEnmE - BERSHE RS

plant and equipment —
Trade receivables R EE R 227,804
Non-current assets ERBEE 1,022,244
Trade payables R 223,689
Other payables and accruals HthEHRERETER 38,173
Promissory note Y -
Other borrowings HpER 30,000
Tax payables [ESTE 14,329
Others Hi 345
Current liabilities FBHAE 306,536
Total assets less current liabilities BEERRDEE 1,267,465
Non-current liabilities FRBEE 179,847
Net Assets EEFE 1,087,618
Capital and reserves EXK 1,058,043
Non-controlling interests FERBRRER 29,575
Current ratio BNt * 1.80
Gearing ratio EXBELE 0.03
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7,098
509,956

260,062
8,550
288,477
50,257

1,124,400

123,215
753,146
11,772

32,739
57,807

1,044,679

125,164
29,098
8,000
12,041
41,675
375

216,353

1,952,726
266,998

1,685,728
1,685,728

Change

S

+145.7%
+12.8%

+786.1%
N/A &
+341.1%
+2,421.7%

+103.8%

+1,614.4%

+128.0%

N/A &
-74.6%

+2.2%

-44.0%
-23.8%
N/A 48
-59.9%
+190.8%
+8.7%

-29.4%

+54.1%
+48.5%

+55.0%
+59.3%
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FINANCIAL REVIEW

For the year ended 30 June 2011, the Group recorded a consolidated
turnover of approximately HK$676.6 million, representing an increase
of approximately 3.6% as compared to HK$653.3 million in the last
financial year. Profit attributable to shareholders of the Company was
approximately HK$201.9 million, an increase of approximately 11.5%
compared to approximately HK$181.0 million in the last financial year.
Basic earnings per share was approximately HK9.50 cents, a decrease
of approximately 17.4% compared to approximately HK11.50 cents for
the last financial year.

Revenue

During the year ended 30 June 2011, the revenue of the Group was
principally derived from the following business segments.

U]

Digital cable television business

The revenue for the year ended 30 June 2011 generated from the
digital cable television business amounted to approximately
HK$167.1 million (2010: HK$103.7 million) or approximately 25%
(2010: 16%) of the total revenue for this fiscal year, approximately
HK$70.9 million represents revenue generated from the Group’s
direct operation in the new co-operative business in relation to
television broadcasting basic subscription service and approximately
HK$102.3 million from value added services. (2010: Nil)

(i)

Encrypted integrated circuits and the derived
integrated business

The revenue for the year ended 30 June 2011 generated from the
encrypted integrated circuits and the derived integrated business
amounted to approximately HK$265.1 million (2010: HK$108.1
million) or approximately 39% (2010: 16%) of the total revenue.

(iii)

Wireless digital audio products business

The revenue for the year ended 30 June 2011 generated from the
wireless digital audio products business and the related technical
services amounted to approximately HK$187.8 million (2010:
HK$108.3 million) or approximately 28% (2010: 17%) of the total
revenue.

B ¥ o

REEZZ——FA=THLFE
RIS 4R A & EFH676,600,00085 7T » 8 E—
Bf A [E 2 653,300,00078 TTIE A1 493.6% ° 7K
A B IR B EAE3E F1149201,900,000/8 7T #2184
B11.5% + i E—B & E R4 A181,000,000
BT o FREAREF L5058 - 1 E—HTER
FEALNE11.50811 - BIRL B17.4% o

]

T

REEHE

Wz

BE_Z——FRA=ZTHLEE XEEK
mEBREBUNEBDE -

ERBTFERER

HEZZT——FA=-tHLEFEKXRE
R TERFEB 2 W E167,100,000
Bt (ZZ—2Z4 : 103,700,000/87T) °
R INEE 2 B aE25% (T —F
F:16%) o HF + #£70,900, ooo;%ssru
ZTEZF ) AAEEHEETHE

Wik B Ar 7 f2 £9102,300, ooo;%ruzi‘@
FRGME e EEBEREEEE Y
U 25

(i)

E/\

(i) MESFRAEEZERER
BE_Z——FRA=THLFERA

MZGHR RTEEZ EREBZKRELD
265,100,000 L (=T —ZTF :
108,100,000/ 7T) + {h 4B £XI39% (=
T—Z2F : 16%) °

BRUFETREMER

HE-_Z——F A=THLEEXRH
R T B EE ME KA RS
2 W z£#9187,800,0008 T (- E—F
4 : 108,300,000/ 70) © 1 AU LY
28% (ZZF—FF  17%) ©

(iii)
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(iv) Wireless digital terrestrial television network
equipment integration business

The revenue for the year ended 30 June 2011 generated from the
wireless digital terrestrial television network equipment integration
business amounted to approximately HK$56.7 million (2010:
HK$333.2 million) or approximately 8% (2010: 51%) of the total
revenue. Due to the Group’s repositioning and emphasis in the more
sustainable television broadcoasting operational business in (i) above,
business in this segment contracted significantly in the year.

Gross Profit Margin

Gross profit margin of the Group was approximately 46.3% (2010:
40.3%).

Other Income

Other income amounted to approximately HK$29.6 million (2010:
HK$1.1 million). The increase is mainly attributable to the fact that gain
on disposal of financial assets at fair value through profit or loss of
approximately HK$11.0 million and effective interest income from trade
receivables of approximately HK$15.5 million were recorded during the
financial year.

Other Operating Expenses

Other operating expenses were approximately HK$87.4 million for the
financial year ended 30 June 2011, compared to approximately HK$44.7
million for the financial year ended 30 June 2010. The increase is mainly
due to the increase of staff costs (see Employee Information below),
impairment loss on trade receivables and other office expenses as a
result of expansion of the Group.

Finance Costs

Finance costs amounted to approximately HK$16.3 million (2010:
HK$11.0 million), of which approximately HK$15.2 million (2010: HK$9.2
million) represents non-cash effective interest expenses on convertible
notes issued by the Company before their full conversions.

Heng Xin China Holdings Limited
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HE—_ZT——F A=-THLFEXH
HWHESBTERAEREERELZ
I # #956,700,0008 T (ZE—ZF :
333,200,000/ 7T) * 1542 HE#18% (=
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Trade receivables

Total trade receivables amounted to approximately HK$567.8 million
(2010: HK$679.9 million), representing a decrease of approximately 16%
compared to the last financial year. The trade receivables and their
recoverability resulting from the cooperation of the Group and the
provincial television broadcasting operators follow with the business
practices of domestic business enterprises.

EMPLOYEE INFORMATION

As at 30 June 2011, the Group had 141 full-time employees in Hong
Kong and the PRC (2010: 117). The total employees’ remuneration,
including that of the Directors, amounted to approximately HK$27.4
million (2010: HK$12.4 million). The increase in staff costs recorded for
the financial year was primarily attributable to the inclusion in the
accounts of share based payment of approximately HK$10.3 million
related to the grant of the share options under the share option scheme
of the Company in the current financial year.

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. Remuneration
to staff will be revised from time to time when warranted considering
the performances of staff. Other benefits include medical insurance
scheme and contribution of statutory mandatory provident fund for the
employees. The Group also has a share option scheme whereby qualified
participants may be granted options to acquire shares of the Company.
There has been no major change in staff remuneration policies during
the year ended 30 June 2011.

CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

The Group primarily financed its operations with internally generated
cash flows. As at 30 June 2011, the cash and bank balances of the
Group amounted to approximately HK$288.5 million (2010: HK$65.4
million). The Renminbi denominated balances of approximately
HK$205.5 million (2010: HK$37.8 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
control promulgated by the PRC government.

FE W AR K

FEUBR TR A H 49 /A567,800,0008 L (ZE—=
£ : 679,900,000 7T) * W E—BBFE T &
#16% - AEBEHRELEBELHERSIEME
ERERERR RIKREIER - BEARFEBERNEE
PEBNMBEERIE

BEEH

R-ZT——FXA=+H KEBEEERT
HEG141E2BER (ZT—TF - 1178) o
EEH MR (BIEESH) 49/527,400,000
BT (ZZ—Z4 12,400,000/ 7T) © ANEA IR
FERNEIRAENNZ FZREATERE P&
ABEREAR N B ERAE 8N A B F E R T
FEAR B B 2 DARR (D A E TR 504910,300,000
BT °

AEEEEETISEDN BESRERRET
EEHMEN - HFHRREZREREEEAXR
ARAEEMEEEETE - MEEFMHNE
EREBRER - TEEHEE AR - Hi1E
MEBEERRRE R AEESATERIA
BEHR - AEENREBEEE > AEH
SEETRILERBRENRERRFRN

E-F-—FRNA=TRILEFEREFHMK

EXGER  NBERUBE
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AEBXZRMNABEEZREREEERE
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R & MIRTT 4544 4£288,500,0008 70 (ZZF —
T4 : 65,400,000 7T) ° UARMEHE 2 &
##%205,500,0008 0 (=T —Z 4F :
37,800,000 70) 77 PR B 2 FFREER 1T + i i
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During the year ended 30 June 2011, the Group has net cash inflow of
approximately HK$13.7 million (2010: cash outflow of HK$103.0 million)
from its operating activities, net cash outflow of approximately HK$192.5
million (2010: HK$19.2 million) from its investing activities and net cash
inflow of approximately HK$396.9 million (2010: HK$94.4 million) from
its financing activities.

As at 30 June 2011, the Group had current assets of approximately
HK$1,124.4 million (2010: HK$551.8 million), while its current liabilities
were approximately HK$216.4 million (2010: HK$306.5 million). The
current ratio (current assets to current liabilities) of the Group was
approximately 5.20 (2010: 1.80); and its gearing ratio (total borrowings
over shareholders’ funds) was approximately 0.01 (2010: 0.03).

During the year ended 30 June 2011, an aggregate of 923,188,991
new shares were issued by the Company, of which 200,000,000 from
share placement (see below), 60,923,427 from bonus issue as dividend,
98,716,666 from exercise of share options, 78,138,443 as consideration
shares for the acquisition of remaining 7% in Beijing Jingiao Group (see
below) and 485,410,455 from conversion of convertible notes (see
below).

On 14 September 2010, the Company, Team Effort Investments Limited
(“Team Effort”) and DBS Asia Capital Limited (the “Placing Agent”) entered
into another 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 200,000,000
shares of the Company at the placing price of HK$0.75 per placing
shares (the “Placing”). On the same date, the Company and Team Effort
entered into a “top-up” subscription agreement pursuant 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 200,000,000 subscription shares
at the subscription price of HK$0.75 per subscription share (the
“Subscription”). Details of these transactions are set out in the
Company’s announcement dated 14 September 2010. The Placing was
completed on 16 September 2010 and the Subscription was completed
on 24 September 2010 respectively. Approximately HK$148 million was
raised from the Placing for the digital cable television two-way conversion
business and the general working capital of the Group.
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On 4 December 2009, the Company issued an aggregate of
HK$264,725,020 principal amount of zero coupon convertible notes
(the “Convertible Notes”) pursuant to the terms of the sale and purchase
agreements dated 19 June 2008 upon fulfillment of the fourth payment
condition of the “Jingiao Acquisition” and “Maxium Acquisition”. Further
details are set out in the Company’s announcement dated 4 December
2009. On 30 December 2010, an aggregate of HK$159,700,040
principal amount of convertible notes was converted into 485,410,455
ordinary shares of the Company at the adjusted conversion price of
HK$0.329 per conversion share. As at 30 June 2011, the outstanding
principal amount of such convertible notes was HK$105,024,980.

On 7 December 2010, Star Hub Investments Limited, a wholly-owned
subsidiary of the Company (as the Purchaser) and Wealtheme Limited
(as the Vendor) entered into a sale and purchase agreement, pursuant
to which the Purchaser conditionally agree to acquire and the Vendor
conditionally agree to dispose of the entire issued share capital of Wisest
Yield, for a consideration of approximately HK$105.0 million (the
“Acquisition”). The Acquisition was completed on 30 December 2010
and the consideration was satisfied by the issue of 78,138,443 ordinary
shares of the Company. Details are set out in the announcement of the
Company dated 7 December 2010 and 30 December 2010.

On 28 December 2010, an aggregate of HK$200,000,000 principal
amount of redeemable convertible notes were issued to Sandmartin
International Holdings Limited. Further details are set out in the
Company’s announcement dated 17 December 2010. The notes carry
zero coupon and convertible into ordinary shares of the Company at an
initial conversion price of HK$2.00 per conversion share (subject to pro-
rata adjustments on capital structure changes) at any time during the
period commencing from the date immediately after the expiry of six
months from the date of issue of convertible notes. Unless previously
converted, lapsed or redeemed by the Company, any outstanding
convertible notes shall be redeemed on the second anniversary of the
issue date of the convertible notes.

RZZEZAF+_AMA  RE_ZFSNFX
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On 29 December 2010, the Company entered into the Equity Line of
Credit Agreement (“the Credit Agreement”) with GEM Global Yield Fund
Limited (“GEM Global”) and GEM Management Limited (“GEMML”),
pursuant to which the Company has been granted an option to require
GEM Global to subscribe for up to HK$400 million worth of shares of
the Company at the average closing price of the shares of the Company
in accordance with and structured under the Equity Line of Credit during
the commitment period. Further details are set out in the Company’s
circular dated on 20 January 2011.

On 17 February 2011, the Company issued a promissory note of
HK$8,000,000 to GEMML as commitment fee pursuant to the Credit
Agreement. The promissory note is interest bearing at 8% per annum
and payable on or before 28 December 2011.

FOREIGN EXCHANGE EXPOSURE

During the year ended 30 June 2011, the majority of the Group’s income
and expenses were denominated in Renminbi and Hong Kong dollars. Up
to 30 June 2011, 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 2011.
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 2011, the Group did not have any charge on its assets.

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 in respect of the
liability of the defendants under a forbearance agreement to the
extent of HK$25,000,000; and
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(i) failed to honour two cheques dated 30 June 2007 and 31 October
2007 in the sum of HK$2,500,000 each, totaling HK$5,000,000
plus interests and costs given by a former Director (the “2nd
Defendant”) in his personal capacity out of a bank account which
had been by then formally closed by the Company.

The Company filed its defence on 28 March 2008 and witness statement
on 30 July 2009. The witness statements had been exchanged. The
trial hearing took place on 24 November 2010 and attempts have been
made by the plaintiff and the 2nd defendant subsequently for a global
settlement between the parties. However, despite prolonged negotiation
between the plaintiff and the 2nd defendant, the parties failed to reach
a settlement. Hearing for directions took place on 14 February 2011
before the Court. However, the parties have been unable to complete
settlement within 28 days from the date of the above hearing. On 11
May 2011, the parties have fixed the adjourned trial for about 7 days
from 4 January 2012. Based on the advice from the Group’s legal
counsel, the Company is not liable to the claim of the plaintiff. The only
contention is which party shall bear the costs of the Company in the
High Court action, and in what amount. The Directors are of the view
that the Company has a valid defence to the claims and, accordingly,
have not made provision for any claim arising from the litigation, other
than the related legal and outgoing costs.

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 2011, the Group had no other significant
contingent liabilities.

ACQUISITIONS, DISPOSALS AND
SIGNIFICANT INVESTMENT

Apart from the acquisition of the remaining 7% equity interest in the
Beijing Jingiao Group completed on 30 December 2010, the Group had
no material acquisitions or disposals of subsidiaries or significant
investment during the year ended 30 June 2011. Details of the acquisition
are set out in the announcement of the Company dated 7 December
2010.

DIVIDEND

The Board of the Company does not recommend the payment of a final
dividend for the year ended 30 June 2011 (2010: one bonus share at
par for every thirty (30) existing shares of the Company held to
shareholders).
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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 2011.

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 2011,
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.

Mr. Xiao Yan as the Chief Executive Officer of the Company, supported
by the senior management, is responsible for managing the Group’s
businesses and responsibilities, implementing major strategies,
executing the Board decisions and coordinating the daily operations of
the Group. Up to the date of this report, the Board has not appointed
an individual to 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.

Heng Xin China Holdings Limited
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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
2011. 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 2011.

BOARD OF DIRECTORS

The Board is responsible for the overall management of the Company
and is entitled 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 seven members,
consisting of three executive Directors, a non-executive Director 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 38 to 42 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 twelve times during the
year ended 30 June 2010 and the attendance record of each member
of the Board is set out in the table on page 36 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 up (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 to ensure independence of the continuing auditor.

The audit committee met four times during the year ended 30 June
2011 and the attendance of each member of the committee is set out
in the table on page 36 of the annual report.

Heng Xin China Holdings Limited
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During the year ended 30 June 2011, the audit committee discharged
its duties by reviewing the financial matters, quarterly, interim and annual
financial reports, financial statements and internal control system 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 2011 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 urP (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 2011, the remuneration committee held
three meetings and the attendance record of each member of the
committee is set out in the table on page 36 of the annual report. At the
meetings, members of the remuneration committee reviewed the
proposal of granting share options according to the Company’s share
option scheme, the remuneration packages and overall benefits of the
Directors and senior management by taking into account factors such
as the business objectives of the Group and the respective contribution
of each of the Directors and senior management to the Group, and
made recommendations to the Board.

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.
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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 to
the Board on the selection of individuals nominated for directorship;
and to make recommendations to the Board on relevant matters relating
to the appointment or reappointment of directors and succession
planning for directors. According to the terms of reference, the
nomination committee should meet at least twice a year. During the
year ended 30 June 2011, the nomination committee held two meetings
and the attendance record of each member of the committee is set out
in the table on page 36 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 2011, the Board
did not appoint any new Director.

List of Directors and the attendance records
of the Directors and members of the
committees for the year ended 30 June 2011
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Audit Remuneration Nomination
The Board Committee Committee Committee
Exg® EXZEEE FHZEE REZEE
Total Number of Meetings BEHARE 17 4 3 2
Number of meetings HE/AEREESENE
attended/eligible to attend
Executive Directors: BTEE .
Mr. Xiao Yan HEXAE 17/17
Mr. Li Tao TELE 15/17
Mr. Feng Yongming KL E 16/17
Non-Executive Director: FHTEE
Mr. Xu Lei BRELE 1417
Independent BUFHTES:
Non-Executive Directors:
Mr. Leung Wo Ping Jp RHRELE ATt 16/17 4/4 3/3 2/2
Mr. Dong Shi BHEE 16/17 3/4 2/3 1/2
Mr. Hu Dingdong HEREE 15/17 4/4 2/3 2/2
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AUDITORS’ REMUNERATION

During the year under review, the Company is required to pay an
aggregate of approximately HK$806,000 (2010: HK$701,000) 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 Auditor’s Report” on pages 55 to 56 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 interests 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. At least annually, the significant internal control
system is reviewed with the audit committee.

In 2011, an independent international professional accounting firm was
appointed by the Group to conduct a review on its systems of internal
controls and to improve the Group’s strategic planning, cash
management, management in business operations, budgeting and
financial reporting, supply and sales chain management and human
resource management.

INVESTOR RELATIONS AND
COMMUNICATION WITH SHAREHOLDERS

The Company has disclosed all necessary information to the
shareholders and investors in accordance with the GEM Listing Rules
and the Hong Kong Company Ordinances, and reported the Company’s
performance through various communication channels. These include
annual and extraordinary general meetings, quarterly, interim and annual
reports, various notices, announcements and circulars. Regular press
conferences and briefing meetings with investors, shareholders and
analysts are set up from time to time on updated information of the
Group.
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EXECUTIVE DIRECTORS

Mr. Xiao Yan (“Mr. Xiao”), aged 50, is the Chief Executive Officer (CEO)
of the Company and an executive Director. Mr. Xiao is currently also a
director of Beijing Jingiao Hengtai Technology Co. Ltd. Mr. Xiao is a
senior economist in the PRC and has over 24 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 consulting 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 45, joined the Group in January
2009 and has been appointed as an executive Director in March 2009.
Mr. Feng is currently the compliance officer, authorised representative
of the Company and a director of China Champion Development Ltd.
He was the executive director and the legal representative of Shenzhen
Champion Maxiumic Group Co., Ltd., from April 2008 to December 2010
and a director of Huzhou Mingxin Micro-Electronic Co., Ltd from June
2006 to February 2008. These companies are indirect wholly-owned
subsidiaries of the Company. 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 42, 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 17 years of experience in
the administration and management of different companies and
businesses.
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NON-EXECUTIVE DIRECTOR

Mr. Xu Lei (“Mr. Xu”), aged 41, joined the Group as a non-executive
Director in November 2009. Mr. Xu has had over 13 years of senior
executive and operational experiences in the fields of mass media,
technological development and cultural promotion in China since
completion of a graduate study at Tongji University in China. Mr. Xu had
been a senior manager of The China International Cultural Exchange
Centre from 1997 to 2001; the president and editor-in-chief of Travel &
Leisure Magazine from 2002 to the present. Since 2003, Mr. Xu has
gained substantial corporate governance and operational control
experiences in the field of broadcasting and media communications in
China including as the vice president of an audio and video publishing
house, an executive director of a communication technology
development company and a cultural investment firm respectively.
Through his association with these enterprises, Mr. Xu has built a broad
based social and people resource network in the relevant industries.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Leung Wo Ping Jr (“Mr. Leung”), aged 67, 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
over 30 years. Currently, he is a senior advisor of Crowe Horwath (HK)
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.
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Mr. Dong Shi (“Mr. Dong”), aged 48, 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 international law in Southwest University of Political Science
and Law, a researcher of the WTO Research Centre of Liaoning Academy
of Social Science, an arbitrator of Shenzhen Arbitration Committee, and
a part time professor of Chongging Technology and Business University.

Mr. Hu Dingdong (“Mr. Hu”), aged 45, 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

Dr. Tang Bin (“Dr. Tang”), aged 42, is the Chief Technology Officer of
the Company. Dr. Tang possesses a profound knowledge, considerable
experience of product development in specialized field of technology,
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. He is currently the chairman
and the legal representative of Shenzhen Champion Maxiumic Group
Co., Ltd., and the legal representative and the executive director of Hebei
Champion Maxiumic Technologies Co., Ltd. Both are wholly-owned
indirect subsidiaries of the Company principally responsible for digital
cable television business and wireless digital TV business. Dr. Tong was
the chairman and the legal representative of Beijing Jingiao Hengtai
Technology Co., Ltd. during March 2008 to November 2010. Dr. Tang
currently fills posts in many social activities in mainland China, such as
an evaluation expert of innovation fund for small technology 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 39, is the Financial
Controller, Company Secretary and the authorised representative 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 17 years of experiences in corporate finance, financial
management, legal compliance and auditing. Prior to joining the Group
in July 2008, Ms. Cheng worked for a company listed on the Stock
Exchange for 7 years as an executive director and the chief financial
officer in her last position. She has also worked at First Shanghai Capital
Limited and PricewaterhouseCoopers. Ms. Cheng holds a bachelor of
arts degree in accountancy and a master of science degree in finance.

Mr. Tian Songlin (“Mr. Tian”), aged 42, currently is the general
manager, the chairman and the legal representative of Beijing Jingiao
Hengtai technology Co., Ltd and is responsible for the overall
management of Beijing Jingiao. Mr. Tian is also the chairman and the
legal representative of Beijing Zhongguang Shitong Technology Co., Ltd,
a wholly-owned subsidiary of the Company. Prior to joining the Group,
Mr. Tian was the deputy general manager of Beijing Huada 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 39, is currently the general manager,
the executive director and the legal representative of Huzhou Mingxin
Micro-Electronic Co., Ltd. Mr. Yang has a number of successful tape-
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 260MHz and above. Mr.
Yang has organized and led a number of national key science and
technology 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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Mr. Wu Fred Fong (“Mr. Wu”), aged 683, is the consultant of the
Company. Mr. Wu joined the Group as an advisor in May 2008 and
acted as the Chief Financial Officer of the Company from 1 March 2009
to 18 July 2011. 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.
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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 2011.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group
is principally engaged in wireless digital terrestrial television network
equipment integrated business, digital cable television business and
value added business, research, design, development on and
manufacturing of electronic message security products, integrated
circuits, and the integrated circuit solutions and the related services.
Details of the principal activities of its subsidiaries are set out in note 39
to the financial statement.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2011 are set out in
the consolidated statement of comprehensive income on page 57.

The Directors do not recommend the payment of a dividend for the year
ended 30 June 2011.

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 30 to the financial statements.

RESERVES

Details of movements in the reserves of the Group during the year are
set out in the consolidated statement of changes in equity on page 60.
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DISTRIBUTABLE RESERVES

As at 30 June 2011, 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)
(2010: Nil). In addition, the Company’s share premium balance of
HK$1,107,946,000 as at 30 June 2011 (2010: HK$491,372,000) may
be distributed in the form of fully paid bonus shares.

DIRECTORS

The Directors during the year ended 30 June 2011 and up to the date
of this report were:

Executive Directors

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

Non-Executive Director
Mr. Xu Lei
Independent Non-Executive Directors

Mr. Leung Wo Ping Jp
Mr. Dong Shi
Mr. Hu Dingdong

Pursuant to Bye-law 87(1), at each annual general meeting one-third of the
Directors for the time being (or, if their number is not multiple of three, the
number nearest to but not greater than one-third) shall retire from office by
rotation provided that every Director shall be subject to retirement at least
once every three years. 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. Mr. Li Tao and Mr. Feng Yongming shall retire from office and,
being eligible to sit for re-election, intend to offer themselves for re-election
at the forthcoming annual general meeting.

Heng Xin China Holdings Limited
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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.

DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 38 to 42.

DIRECTORS’ SERVICE CONTRACTS

Each of the Directors has entered into a service contract with the
Company for a term 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 ended 30 June 2011.

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)

(c)

(d)

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 to time.

Maximum number of options to any one
individual

Unless approved by the shareholders of the Company, the total
number of Shares issued and to 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 at
the date of grant.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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(e)

(f)

(9)

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 HK$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 time 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.

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 (i) The nominal value of a Share.

Remaining life of the Share Option
Scheme

The Share Option Scheme will remain in force before 12 March
2013.
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Following the shareholders’ resolution passed on 9 November 2010,
the scheme limit was refreshed to 179,670,300, representing 10% of
the Shares in issue as at the date of passing the resolution. During the
year ended 30 June 2011, the Company has granted options to
subscribe for 30,000,000 Shares to the Directors and employees. The
number of share options that could be granted under the Share Option
Scheme (if the scheme limit is not refreshed) was 149,670,300,
representing approximately 6% of the Shares of the Company in issue
as at 30 June 2011.

Details of the employee share options are as follows:

Number of Shares (Note 1)

RZZ—ZF+—FNBBARERRRE
STEIRFEF #HE179,670,3001) @ HE Rk
HBBEACETRMNZ10% - BHEZT——
FARA=ZTHLEFE  AQRRTEZERES
A] 7R H%30,000,0000% A% 15 = M AL #E - AR IR M A%
RERT S (WET SR BRI M 37) Al 2 R AR
# B /149,670,300 * (A A REIR T ——
FRNA=ZTHEETRHDL6% -

BEBBIEZFBOT

BREO#E (K1)
Cancelled/
Granted Adjusted by  Exercised Lapsed Exercise
Asof  during the Bonus  duringthe  during the Asof  Date of price
Participants 1 July 2010 year issued year year 30June 2011  grant Exercise period per share
BE #z
—E2-%2f% RBTAR RER —B2--% g
48% th-0  REARY m#E RERGTE HE/X%  AEZtE  RHES s ke
HKS
T
Directors and ESR
Chief executive TEHAE
Mr. Xiao Yan BERAE 2,200,000 - 78,334 - - 2,273,334 18/02/2009  18/03/2009-17/03/2012 0.358
- 1,500,000 - - - 1,500,000  13/04/2011  14/05/2011-12/03/2013 1.54
Mr. Feng Yongming BXBAE 1,000,000 - - (1,000,000) - - 18/02/2009  18/03/2009-17/03/2012 0.37
- 1,500,000 - - - 1,500,000  13/04/2011  14/05/2011-12/03/2013 1.54
Mr. Li Tao FERE - 1,500,000 - - - 1,500,000  13/04/2011  14/05/2011-12/03/2013 154
Mr. Xu Lei RERE - 800,000 - - - 800,000  13/04/2011  14/05/2011-12/03/2013 1.54
Mr. Leung Wo Ping 2ATEE - 800,000 - - - 800,000  13/04/2011  14/05/2011-12/03/2013 1.54
Mr. Dong Shi ERGAE - 800,000 - - - 800,000  13/04/2011  14/05/2011-12/03/2013 1.54
Mr. Hu Dingdong BEREE - 800,000 - - - 800,000 13/04/2011  14/05/2011-12/08/2013 1.54
Mr. Wu Fred Fong HREE
(Note 2) (Fzk2) 4,000,000 - 133,333 (4,133,339) - - 18/02/2009  18/03/2009-17/03/2012 0.358
- 1,500,000 - - - 1,500,000  13/04/2011  14/05/2011-12/03/2013 1.54
Subtotal Nt 7,200,000 9,200,000 206,667 (5,133,333) - 11473334
Other participants EtgEE 3,500,000 - 83,333 (3,583,333) - - 18/02/2009  18/03/2009-17/03/2012 0.37
— 20,800,000 - - — 20,800,000  13/04/2011  14/05/2011-12/03/2013 1.54
Subtotal Nt 3,500,000 20,800,000 83,333 (3,583,333) - 20,800,000
Total @i 10,700,000 30,000,000 290,000  (8,716,666) - 32,213,334
Note: Bt &3

(1) Number of shares in the Company over which options granted under the
Share Option Scheme are exercisable.

(2)  Mr. Wu Fred Fong has resigned as the chief financial officer of the Company
and acts as a consultant of the Company with effect from 18 July 2011.

Particulars of the Share Option Scheme are set out in note 31 to the
financial statements.
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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 2011, 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 notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests 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
transactions by Directors, to be notified to the Company and the Stock
Exchange were as follows:
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Approximate

percentage
Number of of interests
Name of Directors underlying in the issued
and the chief executive Capacity Shares Shares share capital
EERIE A ERTRAS
TBRAEEM &4 i HERG ERSIYEIL
(Note 1)
GER
Mr. Xiao Yan Beneficial owner — 3,773,334 0.15%
HERXYE BEREAA
Mr. Feng Yongming Beneficial owner — 1,500,000 0.06%
KRR E EmEAA
Mr. Li Tao Beneficial owner — 1,500,000 0.06%
FEEE E=mERA
Mr. Xu Lei Beneficial owner — 800,000 0.03%
REXE EnEAA
Mr. Leung Wo Ping Beneficial owner — 800,000 0.03%
2Tt EnEAA
Mr. Dong Shi Beneficial owner — 800,000 0.03%
EAEE EREAA
Mr. Hu Dingdong Beneficial owner - 800,000 0.03%
HERTE EREAA
Mr. Wu Fred Fong (Note 2) Beneficial owner 3,466,666 1,500,000 0.20%
AR A& (FisE2) EmERAA
Notes: B 5E -

(1) Underlying shares represent share options granted to the Directors
and the chief executive of the Company pursuant to share option
scheme of the Company and details of which are set out in note 30.

(2)  Mr. Wu Fred Fong has resigned as the chief financial officer of the
Company and acts as a consultant of the Company with effect from
18 July 2011.

Save as disclosed above, at no time during the year ended 30 June
2011 was the Company or any of its subsidiaries a party to 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.
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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 2011, 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
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Number or
attributable
number of
shares or Approximate
underlying Type of percentage
Name of shareholder shares held interests of interests
REZRBH
HER 42 B ERBEL
BRREE HELEAE Rz ER Epid
Choi Chung Lam (Note 1) 623,690,451 (L) Interest in controlled 25.08%
AR (FTEET) __corporation
X rE R
Team Effort Investments Limited 623,690,451 (L) Beneficial owner 25.08%
(Note 1) (FF7E1) EmEAA
Li Haoping (Note 2) 403,863,306 (L) Interest in controlled 16.24%
& (MiEE2) ~_corporation
RNE L
Lomond Group Limited 357,724,863 (L) Interest in controlled 14.38%
(Note 2) (FiF7E2) ~_corporation
R rEER
Easy Mount Enterprises Limited 319,224,863 (L) Beneficial owner 12.83%

(Note 2) (I #¥2)

L: Long Position
L:RE
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Notes:

1. Team Effort Investments Limited is wholly owned by Mr. Choi Chung Lam.
Mr. Choi Chung Lam is deemed to be interested in the shares held by
Team Effort Investments Limited.

2 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
319,224,863 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 transferable provided
that each of the transfer shall not be less than HK$5,000,000.00 or its
multiples. Mr. Li is also deemed to be interested in the 38,500,000 shares
held by Lomond Group and 46,138,443 shares held by Wealtheme Limited.
Wealtheme Limited is also wholly owned by Mr. Li.

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.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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1. Team Effort Investments Limited f1 % Bk 5t
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2. Easy Mount Enterprises Limited ([Easy
Mount]) AR R BHEREEEMK L 2 BR
A 7] o Easy Mountz 238 E 21T A
Lomond Group Limited ([Lomond Group]) #
B85% K ML EHB15% ° Lomond
GroupE FHEF L ([FRE]) 2EHE °
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MAJOR CUSTOMERS AND SUPPLIERS

TEFEFRHER

Percentage of the Group’s

EAEEF DL
Turnover Purchases
= HEE
The largest customer BAREP 10%
Five largest customers in aggregate AREFAF 39%
The largest supplier BRAHER 28%
Five largest suppliers in aggregate AR ERE ST 76%

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.

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 ended 30 June 2011, 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.

MEEERFREZEMHBAXNESAAE
BARB D BEITRAS%IA £ 2 FARS R
RAKEAREF MMEHTREA TN EDE

Sz
5 o

I

BrEEE

BREZARMANEEARELCERER 2K
X BRERRRRZLAIFRERRIRZHE
R o

BE - HEREEAXQRZ L
™ & 25

HE_T——FA=THILEFE - X"AF%K
HEMMBARLERE - HEXEOALQF
ZEMERES -

EARRIERE
RIEARARFZ AL REFH - AR
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COMPETING INTERESTS

None of the Directors, management or shareholders of the Company
or their associates (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 144.

On behalf of the Board

Xiao Yan
Executive Director

Hong Kong
27 September 2011

Heng Xin China Holdings Limited
Annual Report 2010/2011
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INDEPENDENT AUDITOR’S REPORT
B M % B R

TO THE SHAREHOLDERS OF
HENG XIN CHINA HOLDINGS LIMITED
EEREZRERA A

(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 57 to 143, which comprise
the consolidated statement of financial position as at 30 June 2011,
and the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view 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, and
for such internal control as the directors determine is necessary to enable
the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to 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, 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 to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.

95
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INDEPENDENT AUDITOR’S REPORT
B ABEN RS

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 of the consolidated financial statements that give a true
and fair view 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.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 30 June 2011, and of the
Group’s profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Morison Heng
Certified Public Accountants

Hong Kong: 27 September 2011

Heng Xin China Holdings Limited
Annual Report 2010/2011
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

mEEEBAR

FOR THE YEAR ENDED 30 JUNE 2011

Hz-T—

—FXRA=THLFE

2011 2010
= T —TF
Notes HK$’000 HK$’000
MFE FET FHET
Revenue &= 5 676,624 653,260
Cost of sales $H & AR (363,402) (390,222)
Gross profit ER 313,222 263,038
Other income E MU A 7 29,622 1,050
Selling and marketing expenses HERTSHERS (4,796) (4,007)
Other operating expenses Hib g & & A (87,376) (44,657)
Finance costs =YD 9N 8 (16,303) (11,049)
Profit before taxation R B4 A1 5% F 234,369 204,375
Taxation TiIg 9 (27,766) (8,730)
Profit for the year FRHEFR 10 206,603 195,645
Other comprehensive income Htt 2@ A
Exchange differences MEBINEE 2
on translating foreign operations b H =58 4,424
Total comprehensive income FREZHEWBALE
for the year 244,525 200,069
Profit attributable to: PEfR S F
Owners of the Company PAN/NSIEZZS N 201,942 181,042
Non-controlling interests FEIERR AR R i 4,661 14,603
206,603 195,645
Total comprehensive EEEEW AL :
income attributable to:
Owners of the Company KABER A 238,898 185,221
Non-controlling interests JEE S A R A 5,627 14,848
244,525 200,069
EARNINGS PER SHARE FHRAF 13
Basic B-9N CHTRNICR(IM 11.50 cents il
Diluted #e RN IERIN 10.28 cents il

EEHEZERERA
2010/2011F 5 1R



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e MR R

AT 30 JUNE 2011 RZZE——FA=1+H

2011
—EB——fF
Notes HK$’000
=2 FEx
Non-current assets FRBEE
Property, plant and equipment Mz - RE KRR 14 123,215
Goodwill [ 15 753,146
Intangible assets mEEE 16 77,772
Deposits for acquisition of property, WEE¥E - HE K&
plant and equipment REES 17 32,739
Trade receivables JiE Uk BR 3R 19 57,807
1,044,679
Current assets RBEE
Inventories 5E 18 7,098
Trade receivables JFE UK BR 5R 19 509,956
Prepayments, deposits TERHE  Zek
and other receivables H b fE U 5K I8 20 260,062
Financial assets at fair value through 1R AFEF ABR K Z
profit or loss SREE 21 8,550
Amount due from a related company J&Ux — i B8 A 7l I8 22 50,257
Cash and cash equivalents BeMReEEY 23 288,477
1,124,400
Current liabilities REBAE
Trade payables FETRR R 24 125,164
Other payables and accruals H B RIE R EET B A 24 29,098
Promissory note I 2 25 8,000
Obligations under finance leases REMRNEE 26 375
Other borrowings E b a3 27 12,041
Tax payables FEA 1A 41,675
216,353
Net current assets REBEEFE 908,047

Heng Xin China Holdings Limited
Annual Report 2010/2011

2010
—E-ZF
HK$’000
FAT

7,187
753,146
34,107

227,804

1,022,244

2,889

452,126

29,348

1,993

65,401

551,757

223,689
38,173

345
30,000
14,329

306,536

245,221



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
meMBRRR

AT 30 JUNE 2011 R-_ZE——FXA=+H
2011 2010
=l T —FF
Notes HK$’000 HK$’000
[ihg=3 FHET FABTT
Total assets less current liabilities B EER T E B 1,952,726 1,267,465
Non-current liabilities kRBERE
Obligations under finance leases mERNET 26 511 886
Deferred tax liabilities EEFIEEE 28 1,983 2,267
Convertible notes payable FER AT AR =R 29 264,504 176,694
266,998 179,847
Net assets EEFRE 1,685,728 1,087,618
Capital and reserves BEARR#E
Share capital &N 30 24,871 15,639
Reserves e 1,660,857 1,042,404
1,685,728 1,058,043
Non-controlling interests FEPZE IR AR R - 29,575
Total equity DB 1,685,728 1,087,618
Approved and authorised for issue by the Board of Directors on RIE——FNAZTEAKESSERE
27 September 2011. ) o
Xiao Yan Feng Yongming
BE 5 7k BA
Director Director
2 2

EEHEZERERA
2010/2011F 5 1R



60

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

e

FOR THE YEAR ENDED 30 JUNE 2011

BE

BE_T——FX A=+THLFE

Attributable to owners of the Company

KRREEAER
Exchange Share  Convertible Non-
Share Share Capital ~ fluctuation Other option notes Retained controlling Total
capital premium reserve reserve reserve reserve reserve earnings Total interests equity
BRE THREE . FEBBR
ke ROEE  EABE  EARE  HUER i HE  REEH it s ERAE
HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
Thn Thi Tin Tin ThAn T Tin Tin ThAn Tin Tin
At 1 July 2009 RZEENELR-H 13,857 396,560 702 [214) - 4512 - 61,667 477,024 9429 486,453
Total comprehensive income ~ FRZAUNEE
for the year - - - 4179 - - - 181,042 185,221 14,848 200,069
Issug of convertible notes ~~ E{TTTARZE - - - - - - 300,800 - 300,800 - 300800
Issue of new shares ERG 1,000 69,000 - - - - - - 70,000 - 70,000
Share issue expenses HRGEE - (2,041) - - - - - - 2,041) - (2,041)
Recognition of share-based ~ BMRRH AER
payments Ok - - - - - 650 - - 650 - 650
Share options exercised Btz ERE 78 27853 - - - (3.270) - - 25,365 - 25,365
Release upon cancel of D BRERER
vested share options BE - - - - - (196) - 196 - - -
Release upon deregistration of 3 E
a subsidiary HEAARER - - 509 - - - - (599) - - -
Reserves arising from RER-A%2E
capital njection to HEAATE
non-wholly owned A1
subsidiaries - - 1,024 - - - - - 1,024 5298 6,322
At 30 June 2010 RZE-FE/A=TE 1569 491,372 2,325 3,906 - 1,696 300,800 242,306 1,008,043 29,575 1,087,618
Total comprehensive income ~ FRZARALH
for the year - - - 36,956 - - - 201,942 238,898 5,627 244,525
Issue of new shares BRG 2,000 148,000 - - - - - - 150,000 - 150,000
Share issue expenses BIRHER - (2,006) - - - - - - (2,006) - (2,29)
Issue of convertible notes ~~ E{TTRKER - - - - - - 14917 - 14917 - 14917
Conversion of convertible notes ST #EEHE 4854 288,059 - - - - (181469) - 111,450 - 111,450
Recognition of BANRA
share-based payments BERAR - - - - - 11,000 - - 11,000 - 11,000
Share options exercised BfiffzBRE 987 69,339 - - - (1,481) - - 68,845 - 68,845
Bonus issue of shares EREARERE
as final dividend 610 (610) - - - - - - - - -
Acquisiton of addtional KENBARZ
Interests in subsidlaries BiEn 781 114,082 - - (79,992) - - - 34,871 (35,202) (331)
At 30 June 2011 RZE-—ERAZTE 24871 1,107,946 2,325 40,861 (79,992) 11,215 134,204 444,248 1,685,728 - 1,685,728

Heng Xin China Holdings Limited

Annual Report 2010/2011



CONSOLIDATED STATEMENT OF CASH FLOWS

mERERER

FOR THE YEAR ENDED 30 JUNE 2011

Hz-T—

—FXRA=THLFE

2011
—E——F
HK$’000
FTET

Cash flows from operating activities & ZEFISHERE

Profit before taxation

Adjustments for:

Depreciation

Gain on disposal of financial assets
at fair value through profit or loss

Impairment loss on intangible assets

Impairment loss on other receivables
Impairment loss on trade receivables

Interest expenses

Interest income

Loss on fair value changes of
financial assets at fair value
through profit or loss

Loss on disposal of property,
plant and equipment

Share-based payment expenses

Write down of inventories

B 35 A1t A

AT S REHAE
e
HERAFEFABRRZ
EREE WS
BEERERR

H fth & W R TR B 5 1R
FEM R TR B & 18
FER

FB KA
BRFEFABRERZ
TREEAFEZHER

HEWE - BERREBZER

VAR AR 32 A5 308

234,369

4,087

(10,989)
3,814
2,168

12,854
16,303
(16,140)

1,950

24

11,000
582

Operating cash flows before
movements in working capital

(Increase)/Decrease in inventories

Decrease/(Increase) in trade
receivables

Increase in prepayments, deposits
and other receivables

Increase in amount due from
a related company

(Decrease)/Increase in trade payables

(Decrease)/Increase in other
payables and accruals

EEEASHACELERERE

FE (Em ,md
FEUBR TR A (32 h0)

BNFE - BE R
H A U SR IRIE AN
& Y — [ B8 338 X B SRR AE N

FEATERFR OB )/ HE n
H Al A FRIA )
FEEtER Ofd) /HEm

260,022
(4,537)

141,624

(217,584)

(46,868)
(105,021)

(10,604)

Cash generated from/(used in) EEELE (FRA)zZE:
operations

Interest paid ERFE

Tax paid B HEIE

Net cash from/(used in) REEETE, (FTH)
operating activities R&FE

2010
—ET—ZF

HK$’000
TR

204,375

11,049
(363)

220,332
1,145

(396,723)

(7,170)

53,174

28,660

(100,582)
(1,855)
(538)

(102,975)

EEHEZERERA
2010/2011F 5 1R



CONSOLIDATED STATEMENT OF CASH FLOWS

mERERER

FOR THE YEAR ENDED 30 JUNE 2011

BE_T——FX A=+THLFE

2011
—2——%
HK$°000
FiEn

Cash flows from investing activities IR EFE IS HERE

Deposits for acquisition of property,

plant and equipment
Interest received
Purchases of intangible assets
Purchases of property, plant
and equipment
Proceeds on disposal of
financial assets at fair value
through profit or loss
Proceeds from disposal of

property, plant and equipment

Purchase of financial assets

at fair value through profit or loss
Consideration paid for acquisition of
additional interests in subsidiaries

WEmE - mEK
REZES

B A

BEEBTEE
P

HERAFESABGER
ZEREEMGIA

HEWE - BB MEE
PS50 R

BERATEFABSERZ
TREE

W B R REIMER 2
ENRE

(31,858)
591
(44,642)

(116,815)

40,721
41
(40,232)

(331)

(192,525)

Net cash used in investing BREEBA
activities REFEE
Cash flow from financing activities BEFZEFIESHEHRE

New bank and other loan raised
New obligation raised
under finance lease
Repayment of bank loan
Repayment of obligations
under finance leases
Repayment of loan from
a shareholder
Proceeds from issue of shares
Proceeds from issue of
convertible notes
Share issue expenses
Capital contribution by
non-controlling interests

EBSRTREMER
MIBRMEHEOEE

BEIRTEX
EEMEBDEM

EE—ZBREZER

R 15 377 BT 15 518
%’*ﬁ"ﬁﬁﬁimﬁ““z
FriS 38
HITRHE
IR RER 2 TE

3

T}

82,019

(70,30_2)

(345)

(30,000)
218,845

199,000
(2,296)

396,921

218,105
65,401

4,971

288,477

Net cash from financing activities Bl & EBFTEE < FEE

Net increase/(decrease) in BHELREEE Y2
cash and cash equivalents #imn,/ (Bd) R

Cash and cash equivalents RENZREeRRSEEY
at beginning of year

Effect of foreign exchange EREH o HE
rate changes

Cash and cash equivalents RERZRERRSEZEY
at end of year

Analysis of the balances of ReRBRSEEBY 2GRN
cash and cash equivalents

Cash at bank and in hand RITFREAS

Cash at other financial instructions ~ E b & Bh# & 17 3¢

253,113
35,364

288,477

Heng Xin China Holdings Limited
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2010

e

HK$’000
TET

59
(12,187)

(7,049)

2,390

1,100
(2,390)

(296)
95,365

(2,05)

321
94,449

(27,703)
92,410

694

65,401

65,401

65,401



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

1.

GENERAL INFORMATION

The Company was incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on the Growth
Enterprise Market (“GEM”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the registered
office and principal place of business of the Company are disclosed
in the “Corporate Information” section of the annual report.

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

The principal activity of the Company is investment holding. The
principal activities of the Group are engaged in wireless digital
terrestrial television network equipment integrated business, digital
cable television business, research, design, development on and
manufacturing of electronic message security products, integrated
circuits, and the integrated circuit solutions and the related
services.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS

In the current year, the Group has applied the following new and

revised standards, amendments and interpretations (“new and
revised HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”).

HKFRSs (Amendments)

HKFRSs (Amendments)

HKAS 32 (Amendment)

HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HK(IFRIC) — Int 19

HK — Int 5

Improvements to HKFRSs 2009

Improvements to HKFRSs 2010
except for the improvements that
are effective for annual periods
beginning on or after 1 January
2011

Classification of Rights Issues

Additional Exemptions for
First-time Adopters

Limited Exemption from
Comparative HKFRS 7
Disclosures for First-time
Adopters

Group Cash-settled Share-based
Payment Transaction

Extinguishing Financial Liabilities
with Equity Instruments

Presentation of Financial Statements
— Classification by the Borrower of
a Term Loan that Contains a
Repayment on Demand Clause

Heng Xin China Holdings Limited

Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RHRRME

FOR THE YEAR ENDED 30 JUNE 2011

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

The adoption of the new and revised HKFRSs had no material

effect on the consolidated financial statements of the Group for

the current or prior accounting periods.

The Group has not early applied the following new and revised

standards, amendments and interpretations that have been issued

but are not yet effective.

HKAS 1 (Amendments)

HKAS 12 (Amendments)
HKAS 19 (Revised 2011)
HKAS 24 (Revised 2009)
HKAS 27 (Revised 2011)
HKAS 28 (Revised 2011)

HKFRSs (Amendments)

HKFRS 7 (Amendments)
HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

HK(IFRIC) — INT 14
(Amendments)

Presentation of ltems of
Other Comprehensive Income!
Deferred Tax: Recovery of
Underlying Assets?
Employee Benefits®

Related Party Disclosures*
Separate Financial Statements?®

Investments in Associates
and Joint Ventures®
Improvements to HKFRSs 2010
that are effective for annual period
beginning on or after 1 January 20114

Disclosures — Transfer of
Financial Assets®
Financial Instruments®

Consolidated Financial Statements®
Joint Arrangements?®
Disclosure of Interests

in Other Entities®

Fair Value Measurement®

Prepayments of a Minimum Funding
Requirement*
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (Continued)

! Effective for annual periods beginning on or after 1 July 2012

2 Effective for annual periods beginning on or after 1 January 2012
8 Effective for annual periods beginning on or after 1 January 2013
= Effective for annual periods beginning on or after 1 January 2011
9 Effective for annual periods beginning on or after 1 July 2011

HKFRS 9 “Financial Instruments” (as issued in November 2009)
introduces new requirements for the classification and
measurement of financial assets. HKFRS 9 “Financial Instruments”
(as revised in November 2010) adds requirements for financial
liabilities and for derecognition.

Under HKFRS 9, all recognised financial assets that are within the
scope of HKAS 39 “Financial Instruments: Recognition and
Measurement” are subsequently measured at either amortised cost
or fair value. Specifically, debt investments that are held within a
business model whose objective is to collect the contractual cash
flows, and that have contractual cash flows that are solely
payments of principal and interest on the principal outstanding
are generally measured at amortised cost at the end of subsequent
accounting periods. All other debt investments and equity
investments are measured at their fair values at the end of
subsequent accounting periods.

In relation to financial liabilities, the significant change relates to
financial liabilities that are designated as at fair value through profit
or loss. Specifically, under HKFRS 9, for financial liabilities that are
designated as at fair value through profit or loss, the amount of
change in the fair value of the financial liability that is attributable
to changes in the credit risk of that liability is presented in other
comprehensive income, unless the presentation of the effects of
changes in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or loss.
Changes in fair value attributable to a financial liability’s credit risk
are not subsequently reclassified to profit or loss. Previously, under
HKAS 39, the entire amount of the change in the fair value of the
financial liability designated as at fair value through profit or loss
was presented in profit or loss.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 9 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted.

The directors anticipate that HKFRS 9 that will be adopted in the
Group’s consolidated financial statements for financial year ended
30 June 2014 and that the application of the new Standard may
affect the classification and measurement in respect of the Group’s
financial assets and financial liabilities.

HKAS 24 “Related Party Disclosures” (as revised in 2009) modifies
the definition of a related party and simplifies disclosures for
government-related entities.

The disclosure exemptions introduced in HKAS 24 (as revised in
2009) for government-related entities do not affect the Group
because the Group is not a government-related entity. However,
disclosures regarding related party transactions and balances in
these consolidated financial statements may be affected when the
revised version of the Standard is applied in future accounting
periods because counterparties that do not currently meet the
definition of a related party under the current HKAS 24 may come
within the scope of the revised Standard.

The directors of the Company anticipate that the application of
the other new and revised standards, amendments or
interpretations will have no material impact on the consolidated
financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the
historical cost basis except for financial instruments, which are
measured at fair values, as explained in the accounting policies below.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued
by the HKICPA. In addition, the consolidated financial statements
include applicable disclosure required by the Rules Governing the
Listing of Securities on the GEM of the Stock Exchange (the “GEM
Listing Rules”) and the Hong Kong Companies Ordinance.

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.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated statement of comprehensive
income from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

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 intra-group transactions, balances, income and expenses are
eliminated on consolidation.

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

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Change in the Group’s ownership interests
in existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries that
do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of
the Group’s interests and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration paid
or received is recognised directly in equity and attributed to owners
of the Company. When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration received and
the fair value of any retained interest and (ii) the previous carrying
amount of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interests. Where certain assets
of the subsidiary are measured at revalued amounts or fair values
and the related cumulative gain or loss has been recognised in
other comprehensive income and accumulated in equity, the
amounts previously recognized in other comprehensive income
and accumulated in equity are accounted for as if the Company
had directly disposed of the related assets (i.e. reclassified to profit
or loss or transferred directly to retained earnings). The fair value
of any investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial recognition
for subsequent accounting under HKAS 39 “Financial Instruments:
Recognition and Measurement” or, when applicable, the cost on
initial recognition of an investment in an associate or a jointly
controlled entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Goodwill

Goodwill arising on an acquisition of a business is carried at cost
less any accumulated impairment losses and is presented
separately in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually, or more frequently whenever there
is an indication that the unit may be impaired. For goodwill arising
on an acquisition in a reporting period, the cash-generating unit
to which goodwill has been allocated is tested for impairment
before the end of that reporting period. If 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 profit or loss and is not reversed in
subsequent periods.

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

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Intangible assets
Intangible assets acquired separately

On initial recognition, intangible assets acquired separately other
than from business combinations are recognised at cost. After
initial recognition, intangible assets with indefinite useful lives are
carried at cost less any identified impairment loss. Intangible 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 intangible asset
are measured at the difference between the net disposal proceeds
and the carrying amount of the asset and are recognised in the
consolidated statement of comprehensive income when the asset
is derecognised.

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 intangible asset and their fair values can be
measured reliably. The cost of such intangible 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 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Intangible assets (Continued)
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
(or from the development phase of an internal project) is recognised
if, and only if, all of the following have been demonstrated:

o the technical feasibility of completing the intangible asset so
that it will be available for use or sale;

° the intention to complete the intangible asset and use or sell
it;

° the ability to use or sell the intangible asset;

° how the intangible asset will generate probable future
economic benefits;

o the availability of adequate technical, financial and other
resources to complete the development and to use or sell
the intangible asset; and

° the ability to measure reliably the expenditure attributable to
the intangible asset during its development.

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

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

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Property, plant and equipment

Property, plant and equipment other than construction in progress
are stated at cost less subsequent accumulated depreciation and
accumulated impairment losses.

Depreciation is provided to write off the cost of items of property,
plant and equipment other than construction in progress over their
estimated useful lives and after taking into account on using the
straight-line method at the following rates per annum:

Computer equipment 19 — 33% per annum
Furniture and fixtures 19 - 20% per annum
Office equipment 18 — 32% per annum
Leasehold improvements over the remaining lease term
Motor vehicles 19 — 20% per annum
Plant and machineries 10 — 23% per annum
Transmission 4 - 30% per annum

and other network equipment

Construction in progress includes property, plant and equipment
in the course of construction for production or for its own use
purposes. Construction in progress is carried at cost less any
recognised impairment loss. Construction in progress is classified
to the appropriate category of property, plant and equipment when
completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the item) is
included in profit or loss in the period in which the item is
derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost comprises direct materials and, where applicable, direct
labour costs and those overheads that have been incurred in
bringing the inventories to their present location and condition.
Cost is calculated using the weighted average method. Net
realisable value represents the estimated selling price less all
estimated costs of completion and costs to be incurred in
marketing, selling and distribution.

Impairment losses (other than goodwill
(see the accounting policies in respect of
goodwill))

At the end of the reporting period, 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. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss, if any. If the recoverable amount of an
asset 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, unless
the relevant asset is carried at a revalued amount under another
standard, in which case the impairment loss is treated as a
revaluation decrease under that standard. 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 impairment loss is treated
as a revaluation increase under that standard.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

The Group as lessee

Assets held under finance leases are initially recognised as assets
of the Group at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the statement of
financial position as a finance lease obligation.

Lease payments are apportioned between finance costs and
reduction of the lease obligation so as to achieve a constant rate
of interest on the remaining balance of the liability. Finance costs
are recognised immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are capitalised
in accordance with the Group’s policy on borrowing costs.

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term. Benefits received and
receivable as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the lease term
on a straight-line basis.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets or financial liabilities at fair value through profit
or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Financial instruments (continued)
Financial assets

The Group’s financial assets are classified into one of the two
categories, including financial assets at fair value through profit or
loss (“FVTPL”) and loans and receivables. All regular way purchases
or sales of financial assets are recognised and derecognised on a
trade date basis. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the
marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest income
over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees
on points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying amount on initial
recognition.

Income is recognised on an effective interest basis for debt
instruments.

Financial assets at fair value through profit or loss
A financial asset is classified as held for trading if:

— it has been acquired principally for the purpose of selling in
the near future; or

— itis a part of an identified portfolio of financial instruments
that the Group manages together and has a recent actual
pattern of short-term profit-taking; or

— it is a derivative that is not designated and effective as a
hedging instrument.

Financial assets at FVTPL are measured at fair value, with changes
in fair value arising from remeasurement recognised directly in profit
or loss in the period in which they arise. The net gain or loss
recognised in profit or loss excluded any dividend or interest earned
on the financial assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continued)
Financial assets (Continued)

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 after the end of the reporting period. These are
classified as non-current assets. Subsequent to initial recognition,
loans and receivables (including trade receivables, deposits, other
receivables, cash and cash equivalents) are carried at amortised
cost using the effective interest method, less any identified
impairment losses (see accounting policy on impairment loss on
financial assets below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of the reporting period. Financial
assets are impaired where there is objective evidence that, as a
result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows
of the financial assets have been impacted.

For all other financial assets, objective evidence of impairment
could include:

° significant financial difficulty of the issuer or counterparty; or

o default or delinquency in interest or principal payments; or

° it becoming probable that the borrower will enter bankruptcy
or financial re-organisation.

For certain categories of financial asset such as trade receivables,
assets that are assessed not to be impaired individually are
subsequently assessed for impairment on a collective basis.
Obijective evidence of impairment for a portfolio of receivables could
include the Group’s past experience of collecting payments, an
increase in the number of delayed payments in the portfolio past
the average credit period and observable changes in national or
local economic conditions that correlate with default on receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continueq)
Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets carried at amortised cost, an impairment loss
is recognised in profit or loss when there is objective evidence
that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the original effective
interest rate.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade receivables, where the carrying amount is reduced through
the use of an allowance account. Changes in the carrying amount
of the allowance account are recognised in profit or loss. When a
trade receivable is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the
impairment losses was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent
that the carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would have
been had the impairment not been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of its liabilities.
The accounting policies adopted in respect of financial liabilities
and equity instruments are set out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continueq)
Financial liabilities and equity (Continued)
Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments through
the expected life of the financial liability, or, where appropriate, a
shorter period.

Interest expense is recognised on an effective interest basis.
Convertible notes with conversion option

Convertible notes issued by the Group that contain both the liability
and conversion option components are classified separately into
respective items on initial recognition. Conversion option that will
be settled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own equity
instruments is classified as an equity instrument.

On initial recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the gross proceeds of
the issue of the convertible notes and the fair value assigned to
the liability component, representing the conversion option for the
holder to convert the notes into equity, is included in equity
(convertible notes reserve).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continueq)

Financial liabilities and equity (Continued)
Convertible notes with conversion option (Continued)

In subsequent periods, the liability component of the convertible
notes is carried at amortised cost using the effective interest
method. The equity component, representing the option to convert
the liability component into ordinary shares of the Company, will
remain in convertible notes reserve until the embedded option is
exercised (in which case the balance stated in convertible notes
reserve will be transferred to share premium). Where the option
remains unexercised at the expiry date, the balance stated in
convertible notes reserve will be transferred to the retained
earnings. No gain or loss is recognised in profit or loss upon
conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible notes
are allocated to the liability and equity components in proportion
to the allocation of the gross proceeds. Transaction costs relating
to the equity component are charged directly to equity. Transaction
costs relating to the liability component are included in the carrying
amount of the liability portion and amortised over the period of
the convertible notes using the effective interest method.

Other financial liabilities

Other financial liabilities including trade payables, other payables
and accruals, promissory note, obligations under finance leases
and other borrowings are subsequently measured at amortised
cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Heng Xin China Holdings Limited
Annual Report 2010/2011

BE_T——FX A=+THLFE

EESTHEX @

£RMIE »®
SREERES ()

KEEREs TRRER (&)

=

REREIRE - TRRERZ BB N
BRI BORIZ BN FI BR - BOE B D
(RERABRESNDERASNR AL B
ZEER) BRENARERERFE B
EMAABRERTESLE (EHEBER
T IRERRRFHBZEHEERER
@ (E) - WMEBREN DA W RET
& TREREHBZEHEBERE
BF o EinEEER B ETIER
Ba Rk P HERERNEE

BITABRBRRBEZRX RN - B
HRBZAREPBRTEEENESH
o BN ZRIRAGEZ NS
I - BEFNZRZRAFARR
M ZREESD - WABRFFERA
BERREHRAEH -

HMLHaRE

Hib & BaE 2PaBEMNER X
thEMRIEREER ALEE @
BERNETREMER - HEATEF
RIRIRB IR ANGT & -

EFETAH

RRARBETZER TEDIREWAER
RN ERBEITRAL



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Financial instruments (continued)
Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets.

On derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration received
and receivable and the cumulative gain or loss that had been
recognised in other comprehensive income and accumulated in
equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligations specified
in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is
recognised in profit or loss.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods sold
and services provided in the normal course of business, net of
discounts, returns and sales related taxes.

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

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

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 the
estimated future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount on initial
recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of
that entity (foreign currencies) are recorded in its functional currency
(i.e. the currency of the primary economic environment in which
the entity operates) at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value
was determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise. Exchange differences
arising on the retranslation of non-monetary items carried at fair
value are included in profit or loss for the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) at the rate of exchange prevailing
at the end of the reporting period, and their income and expenses
are translated at the average exchange rates for the year. Exchange
differences arising, if any, are recognised in other comprehensive
income and accumulated in equity (the exchange fluctuation
reserve).

Borrowing costs

All borrowing costs are recognised as expenses in the period in
which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other years
and it further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of
the reporting period.

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments
are only recognised to the extent that it is probable that there will
be sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in the
foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at the end
of the reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to
allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period. The measurement of deferred tax liabilities
and assets reflects the tax consequences that would follow from
the manner in which the Group expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and
liabilities. Deferred tax is recognised in profit or loss, except when
it relates to items that are recognised in other comprehensive
income or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in equity
respectively.

Retirement benefits scheme

Payments to defined contribution retirement benefits plans are
charged as an expense when employees have rendered service
entitling them to the contributions.

The employees of the Company’s subsidiaries which operate in
PRC are required to participate in a central pension scheme
operated by the local municipal government. These subsidiaries
are required to contribute a certain percentage of the payroll costs
to the central pension scheme. The contributions are charged to
profit or loss as they become payable in accordance with the rules
of the central pension scheme.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Equity-settled share-based payment
transactions

Share options granted to employees and directors 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 premium. When the share options are still not exercised
at the expiry date or cancels, the amount previously recognised in
share option reserve will be transferred to retained profits.

Share options granted to consultants

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).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies,
management has made the following estimation that have
significant effect on the amounts recognised in the consolidated
financial statements. The following are the key assumptions
concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying amounts of
assets and liabilities in the next financial year.

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. At 30 June
2011, the carrying amount of goodwill arising is HK$753,146,000
(2010: HK$753,146,000). Details of the recoverable amount
calculation are disclosed in note 15.

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 rate in order to calculate the present value of
those cash flows.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Trade receivables

The Group’s management determines the provision for impairment
of trade 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 trade 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 end of the reporting
period.

Income taxes

The Group is subject to income taxes mainly in Hong Kong and
the People’s Republic of 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.

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 transactions
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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

5.

BE_T——FX A=+THLFE

Ik z&

WA REEFRANKEFPREEE M
Ko AR 75 3 B P WACBR I 8 e 2 3B (AR H0RK
I REMEEREBBIREZ) - 2

2011 2010
el = =F
HK$’000 HK$’000
TER THET

56,684 333,205
167,058 103,654
265,063 108,118

187,819 108,283

676,624 653,260

REVENUE 5.

Revenue represents the net amounts received and receivable by

the Group from the sale of goods and services rendered to outside

customers, net of discounts, returns and sales related taxes, for

each year and is analysed as follows: ™

Wireless digital terrestrial television HERARB T ERPLE
network equipment integration BRHEEK

Digital cable television business BERYTEERER

Encrypted integrated circuits mEERA

Wireless digital audio BT EEEROH
integrated circuits

SEGMENT INFORMATION 6.

The chief operating decision-maker has been identified as the
Executive Directors. The Executive Directors review the Group’s
internal reporting in order to assess performance and allocate
resources. Management has determined the operating segments
based on the reports reviewed by the Executive Directors.

The Executive Directors consider the performance of the Group
from the perspective of the nature of products and services. The
chief operating decision-maker assesses the performance of the
operating segments based on a measure of segment profit/(loss)
without allocation of finance costs which is consistent with that in
the accounts.

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HE-_ZT——FA=THILFE
6. SEGMENT INFORMATION (continued) 6. DEER @
The segment information for the year ended and as at 30 June HEZZ——F X A=THLEFEERR
2011 is as follows: ZE——FRA=THZHERAT
Wireless
digital
terrestrial
television Wireless
network Digital cable Encrypted digital audio
equipment television integrated integrated
integration business circuits circuits Total
AR R
A7E8 HREFE REHT .
PEREER £, mELHE THRERLH #Ast
HK$’000 HK$°000 HK$’000 HK$°000 HK$°000
TER TER TER TER TER
Revenue I 35
Segment revenue from REIREFZ
external customers AaEbE 167,058 265,063 187,819 676,624
Segment results DEEE 95,012 144,218 36,252 291,739
Unallocated income AHERA 12,096
Unallocated expenses AOERX (83,163)
Finance costs BEKA (16,303)
Profit before taxation BB AR R 234,369
Taxation IR (27,766)
Profit for the year FREF 206,603
Assets EE
Segment assets DEHEE 384,914 488,697 740,590 463,775 2,077,976
Unallocated assets AOEREE 91,103
Consolidated total assets GABEE 2,169,079
Liabilities &
Segment liabilities AEBE 206,647
Unallocated liabilities AOEAE 276,704
Consolidated total liabilties A B EE 483,351
Other information HirgH
Capital expenditure EARAY 134,726 161,356
Unallocated capital expenditure & 7 Bl & &85 5% 101
Total capital expenditure BRERY 161,457
Depreciation nE 3,334
Unallocated depreciation AOEME 753
Total depreciation NERSE 4,087
Impairment loss on [EMER R EREE
trade receivables 12,854

EEFEZERERA R
2010/2011 F F R
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B 765 3 % B 5
FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THIEFE
6. SEGMENT INFORMATION (continued) 6. DEER )
The segment information for the year ended and as at 30 June HE_ZT—ZTFA=-TALEFERR
2010 is as follows: —T-TFAA=THZAHERDT -
Wireless
digital
terrestrial
television Wireless
network Digital cable Encrypted digital audio
equipment television integrated integrated
integration business circuits circuits Total
hE & 4%
BTER HRETER B \
BRBBRK £% MERA  BRERGA Eoh
HK$’000 HK$'000 HK$'000 HK$’'000 HK$’000
THET FEL THT THT THET
Revenue g
Segment revenue from REIREFZ
external customers A EE 333,205 103,654 108,118 108,283 653,260
Segment results NEPEE 95,686 32,620 88,120 26,068 242 494
Unallocated income ZVaN L N 1,050
Unallocated expenses ADEFX (28,120)
Finance costs BERK (11,049)
Profit before taxation BRB AR R 204,375
Taxation HIE (8,730)
Profit for the year FREF 195,645
Assets EE
Segment assets %%Bﬁ& 629,383 205,002 185,145 534,548 1,654,078
Unallocated assets AOEEE 19,923
Consolidated total assets BAEBEE 1,574,001
Liabilities af
Segment liabilities AEBE 112,450 48,082 41,892 72,759 275,133
Unallocated liabilities AOEAE 211,250
Consolidated total liabilities ~ #RA BB E 486,383
Other information HthE®
Capital expenditure AERRX 8,898 2,167 2,224 8,619 21,908
Unallocated capital expenditure & 2 Bt & &R 57 % 3,329
Total capital expenditure BEREHY 25,287
Depreciation e 237 8 23 759 1,027
Unallocated depreciation AOEME 804
Total depreciation WELSE 1,831



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

6.

SEGMENT INFORMATION (continued)
Geographical information

The Group’s revenue from external customers and information
about non-current assets by geographical location of the
customers and assets respectively are detailed below.

Revenue from

BE_Z——FR A=1THLHFE

6.

DEER @
1th 35, & %

AEERAINRES 2 Wt kB RAIER
HEEZEF REEMEERD RIS
LN

Non-current

external customers assets
P=BAPN
BF 2z W FRBDEE

2011
—_E——5F
HK$’000
FE T

Hong Kong aBA 115,277
The PRC A 561,347

Information about major customers

Revenue from customers of the corresponding years individually
contributing over 10% of the total revenue of the Group are revenue
from digital cable television business (2010: revenue from wireless
digital terrestrial television network equipment integration and
digital cable television business) and as follows:

593,708

676,624 653,260 1,044,679

2010 2011 2010
TETF bkl —TTF
HK$’000 HK$°000 HK$’000
THET FERx TET

59,5652 83,975

960,704

55,982
966,262

1,022,244

FTEFEFZEH

RERFEAN - REMENTEFZWEER
BMAE AR ERKREB10% I KB A 4%
BrEREH 2 hm (CF—FF K7
WEEGHFERARRERERALE
MBFEREH 2 W) - FBEIT

Customer A EFEH
Customer B BEFEL
Customer C ZFER

2011 2010

S ad = =~
HK$°000 HK$’000
FBT T
282,249

113,770

396,019

The corresponding revenue for customer A and customer B in
2011 and customer C in 2010 did not contribute over 10% of
total revenue of the Group.

HEERRRE IR E——EREFPR
RIE—ZSEZF 2 REERT EBE
AEEBWZZ210% °

EEHEZERERA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-_ZT——FA=THILFE
7. OTHER INCOME 7. HEMA
2011 2010
—E— —F elchgesky
HK$’000 HK$’000
FET FHETT
Bank interest income RITH B U A 591 59
Gain on disposal of financial assets ~ HEZRAFEFABRmKZ
at fair value through profit or loss SREENR 10,989 —
Other interest income H o F S WA 15,549 304
Sundry income ESEN LN 2,493 687
29,622 1,050
8. FINANCE COSTS 8. MEMA
2011 2010
=l —% TF
HK$’000 HK$’000
FHET FHETT
Effective interest expenses A]mRER BB SR
on convertible notes (note 29) (Bt 5E29) 9,194
Interest element of finance leases mEMLY 2 F B3 105
Interest on bank loans and overdrafts #R1TE & M iE X 2 F B 58
Interest on loan from a shareholder ERERZFE 1,575
Interest on other loans HiERZFE 117
11,049

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

9. TAXATION

BE_Z——FR A=1THLHFE

BiE

2011 2010

S ] —= =7
HK$’000 HK$’000
FiB FET

Current tax: BNERF IS -
Hong Kong B

— charge for the year — FAEH

— underprovision in prior year — BAEFEREETR
Overseas LN

— charge for the year — FRAXZH

— underprovision in prior year — BEFEEEBETR

Deferred tax: EERIE

Overseas N

— credit for the year (note 28) — FRER (T :E28)

310

8,721
169

(470)

8,730

The provision for Hong Kong profits tax for 2011 is calculated at
16.5% (2010: 16.5%) of the estimated assessable profits for the
year.

Taxation arising in other jurisdictions, mainly the PRC, is calculated
at the rates prevailing in the respective jurisdictions. The applicable
enterprise income tax rate for the PRC is 25%.

In accordance with the approval from the relevant tax authorities,
Beijing Jingiao Hengtai Technology Co., Ltd (“Beijing Jingiao”) and
Beijing Zhongguang Shitong Technology Co., Ltd (“Beijing
Zhongguang”), wholly owned subsidiaries 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 and 31 December
2010 are the first profit-making year of Beijing Jingiao and Beijing
Zhongguang for the purpose of CIT exemption respectively.

—E-—FEENESHBHEAFT MGG
JERBOEFIR T R16.5% (B —FTF ¢
16.5%) 7T H o

EHEMBEEE (ZEETR) ELEZH
AR ERAER ZIRITREGE - F
BEA 2 EEMEHRRER25%

RIE BB BHKE o H4E  RPELE
ZAEBE2ENB AR REBERR
EERAAE ([IEReE]) Rt RFER
BARBRERAR ([JERPE]) B
MPEREREN (TREMEH]) M
F o BE=ZFRFTZCEMSTRFE
o RMEBNCERBRME - BE
—EENFFT_A=FT—BRERZZE—F
F+ZA=+—HIEFESAALRS
BRIEAPEEERERFE -

EEHEZERERA
2010/2011F 5 1R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

9. TAXATION (Continued)

The tax charge for the year can be reconciled to the profit per the

consolidated statement of comprehensive income as follows:

BE_T——FX A=+THLFE

0.

FIE 2

RETHEXHESA2ERAE Y

FEBRMAT

2011
—E2——F
HK$’000
TR

Profit before taxation

B 5 A )4 )

234,369

Tax at applicable tax rate

Profits exempted from income tax

Tax effect of non-deductible

BERAM KR EZHRA
RS 5 T
TREHBRAX ZHATE

53,432
(36,104)

15,908
(6,235)
(316)

p)

expenses
Tax effect of non-taxable income RPN Z I E
Tax allowance for capital expenditure & A& 2 FiIEH %
Underprovision in prior year BEFERETR
Tax effect of tax losses RERRIEEE 2

not recognised MR E
Utilisation of tax losses ERAERARERZ

not previously recognised TIEE 1R
Taxation charge MIEXZ

Heng Xin China Holdings Limited
Annual Report 2010/2011

2010
—E-ZF
HK$’000
FAT

204,375

52,334
(46,005)

2,913

(2,989)
(535)
479

2,533

8,730



Profit for the year has been arrived at after charging:

Auditor’s remuneration
Cost of inventories recognised
as expense
Depreciation (note 14)
— owned assets
— assets under finance leases
Exchange loss
Impairment loss
— intangible assets
— other receivables
— trade receivables
Loss on disposal of property,
plant and equipment
Loss on fair value changes of
financial assets at fair value
through profit or loss
Operating lease charges
— office premises

— property, plant and equipment

— staff quarters
Research and development costs
Staff costs (including directors’
emoluments — note 11)
— salaries and allowances

— pension scheme contributions
— share-based payment expenses

Write down of inventories

2 BUED B
EHERRAX 2 FERAE

e (fizx14)
— BEEE
— BERNBTEE
I 5 &5 18
WEEE
—EBREEE
— H K FRIEA
— AR
HEWME - BER
Bl Ei=|
BRATEFABRER
ZEBREEATE
2y EE
KEHESH
— WREYE
— W - BE RE&E
—EBIFRE
7 KK A
EINA(RIEES
M — KizE11)
— HE KR
— RIS EIHR
— DARR D XA 5K TE
TF &M sH

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

10. PROFIT FOR THE YEAR

BE-F——5 A=TALFR
10. FAEF

F 0 M TS FNRR T 51 B IRE IR

2011 2010
=l —% TF
HK$’000 HK$’000
TER THET

806 701

357,297 380,958

3,701 1,445
386 386
2,363 128

3,814 2,790
2,168 —
12,854 —

24 —

4,460
878
618

2,911

12,024
370

EEHEZERERA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-_ZT——FA=THILFE
11. DIRECTORS’ AND SENIOR M.EERSRITHAEHNE
EXECUTIVES’ EMOLUMENTS
The emoluments paid or payable to each of the seven (2010: eight) ENSENEZE(ZE—FF: \R)E
directors were as follows: EXHZHEWT ¢
2011 —E——F
Share-based Pension
payment scheme Total
expenses contributions remuneration
PR 43 BEixe
e X ARE FTEIHR 48 55
HK$’000 HK$’000 HK$’000 HK$’000
TEL THET THET TAT
Executive directors: HITEE
Feng Yongming XA
Li Tao =B
Xiao Yan HE
Non-executive director: FRTEE
Xu Lei ®"E

Independent non-executive directors: BY FHITES :

Dong Shi A
Hu Dingdong HHER
Leung Wo Ping 2R

Heng Xin China Holdings Limited
Annual Report 2010/2011



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HEZ —FRNA=tHILFE
11. DIRECTORS’ AND SENIOR M.EERSRITHAEHNE
EXECUTIVES’ EMOLUMENTS (continued) (&)
2010 —E-FF
Pension
scheme Total
Fees contributions remuneration
RIKE
we ST &R 48 5
HK$’000 HK$ 000 HK$’'000
F&T FHET FHET
Executive directors: WITES
Feng Yongming 55 7K B8 933 - 933
Li Tao =E 1,200 8 1,208
Xiao Yan HE 1,200 - 1,200
3,333 8 3,341
Non-executive director: EBMITES
Xu Lei RE 145 — 145
Independent non-executive directors: B JEHITE S ¢
Chan Wai Dune 2 ek 44 ity 2 13 — 13
Dong Shi Al 120 — 120
Hu Dingdong TR 120 - 120
Leung Wo Ping ® RS 128 — 128
381 — 381
3,859 8 3,867

! Appointed on 24 November 2009
2 Resigned on 11 August 2009
8 Appointed on 11 August 2009

There was no arrangement under which a director waived or agreed
to waive any remuneration during the year (2010: Nil).

“ERAFT A TOERERE
2 E@:gghi)\ﬂJr BBHE
“EENFNAT-BEZE

FA- RECAZESREXARBREL
ANE 2R (—T—FF : ) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THIEFE
& 4 4= =
11. DIRECTORS’ AND SENIOR MEERSHRITHRAEMSE
EXECUTIVES’ EMOLUMENTS (continued) (#)
The five highest paid employees during the year included three FA - AEREFEERE=R(CZE—
(2010: three) directors, details of whose remuneration are set out TE: ZR)EF BEZHFHFBEER
above. Detalils of the remuneration of the remaining two (2010: EXZ23 - FR - BTRA(ZE—F
two) non-directors, highest paid employees for the year are as F MR IFEERLFTIEE 2FHIFS
follows: UM
2011 2010
el —TTF
HK$°000 HK$’000
FET FHET
Salaries, allowances Fe o B
and benefits in kind BEWHz= 2,160
Share-based payment expenses LARR 5 2 1~ 3018 —
Pension scheme contributions RIKEFTEIE N 24
2,184
The number of the highest-paid individual senior executives whose FeNFUTERz&aHFaRITHEA
emoluments fell within the following band is as follows: BAHMT :
2010
—F-FF
Nil — HK$1,000,000 M — 1,000,000/ 7T 1
HK$1,000,001-HK$2,000,000 1,000,001 7T — 2,000,000/ 7T 1
2
During the year, no emolument was paid by the Group to the FR - AEERERNARARRESI AN
directors of the Company or any of the five highest paid individuals BEEmaATHAEN—EZNMNE - ER
as an inducement to join or upon joining the Group or as 5| R EFMERIEREEMBAREEE
compensation for loss of office (2010: Nil). 2 RE BB AEE (CE—FF - |m) o

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HEZZ——XA=+tHLFE

12. DIVIDEND 12. R 2

The Board of the Company does not recommend the payment of
a final dividend for the year ended 30 June 2011 (2010: one bonus
share at par for every thirty existing shares of the Company held

to shareholders).

ARAREEFETEZRRERE_T——
FARA=ZTHLEFEZRERE (ZF—
TF  GRHAARRR=TEORBEA RN
MR R R 3 — BRI EE AT 2 AR o

13. EARNINGS PER SHARE 13. BRR &R

(a) Basic (a) EXR
The calculation of basic earnings per share is based on the ERERBFZREARRHEE A
consolidated profit attributable to the owners of the Company FE(E 4R &35 F1201,942,00078 7T (=
of HK$201,942,000 (2010: HK$181,042,000) and weighted T—Z4F 1 181,042,000/ 70) K F
average number of 2,125,119,000 (2010 (restated): 1,574,419,000) NE T @R 2 INEFHIE
ordinary shares in issue during the year. 2,125,119,0000% (=& — =4 (&

E7l)) : 1,574,419,0008%) 5t & -
(b) Diluted (b) #8

The calculation of diluted earnings per share for the year is
based on the adjusted profit attributable to the owners of
the Company of HK$217,119,000 (2010: HK$190,236,000)
and the weighted average number of ordinary shares of
2,544,654,000 (2010 (restated): 1,850,057,000) outstanding
during the year, after adjusting for the effects of all dilutive
potential ordinary shares.

The adjusted profit attributable to the owners of the Company
is calculated based on the profit attributable to the owners
of the Company for the year of HK$201,942,000 (2010:
HK$181,042,000) as used in the calculation of basic earnings
per share plus effective interest expenses on convertible
notes of HK$15,177,000 (2010: HK$9,194,000).

RERFEz2EREFERFTEE
RAGHEB NEAGETHERF
217,119,000 T (ZE—ZF :
190,236,000 1) M A F £ 347
Nz EBRMNETFHE
2,544,654,0000% (ZZF —FF (&
E5) : 1,850,057,0000%) @ £ 5F
BEREEEET S BR 2 ZEEST

b

%o

RREVHB NIRRT R
AEESREARBFMAZEARR
AEA AE(RE F1201,942,0007%
T (ZE—ZF : 181,042,000/
T0) BMATR R ER 2 BEF B
15,177,000 L (ZE—ZF :
9,194,000 7C) 5T & °

EEREZERERAR
2010/2011 FEF 5§
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

13. EARNINGS PER SHARE (continueq)

(b) Diluted (continued)

The weighted average number of ordinary shares used in
the calculation of diluted earnings per share is calculated
based on the weighted average of 2,125,119,000 (2010
(restated): 1,574,419,000) ordinary shares in issue during
the year as used in the calculation of basic earnings per
share plus the weighted average of 17,249,000 (2010:
26,668,000) ordinary shares deemed to be issued at no
consideration as if all the Company’s share options had been
exercised and the weighted average of 402,286,000 (2010:
248,970,000) ordinary shares deemed to be issued at no
consideration as if all the Company’s convertible notes had
been converted.

The calculation of the diluted earnings per share did not
assume the exercise of some of the Company’s outstanding
share options, convertible notes and warrants as their
exercise prices were higher than the average market price
of the Company’s shares for the year.

The weighted average number of ordinary shares adopted
in the calculation of the basic and diluted earnings per share
for the year ended 30 June 2010 has been adjusted to reflect
the impact of the bonus issue (note 30).

Heng Xin China Holdings Limited
Annual Report 2010/2011

BE_Z—— X A=1tHILEE
13. BREF &)

(b) #58 »

BREERFIFTA 2 TR T
BEDNIEFEGRERRBNAZ
FABBITLBEBME TS EH
2,125,119,000% (ZZ —ZF (&
&%) : 1,574,419,0000%) S 048
AEERTZERRMNET O
17,249,000 (=& —FF -
26,668,000/%) (LA EI A
PEHE T ETTIE) - LAKRIR BEE S
T2 T8 Kk mEFHHE
402,286,000 (ZZE—ZFF :
248,970,000/%) (a0 AA BB
AMRREBRELLIBR)ETE -

AR R B M AR TT R A
7 AIRERRENRREE 2 TE
EBESRARRRN 2 FHHE -
Bl pCR=dive: gl lisig s b
Rz FEEE - A RRRE R
REBDEITRE -

AERECE-TFEARA=TALL
FEZHRERREERFIRFTR
ML BRMETHEEELA
B ARBAREITZZE (M
30) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RHRRME

FOR THE YEAR ENDED 30 JUNE 2011

14. PROPERTY, PLANT AND EQUIPMENT

Furniture
Computer and  Leasehold Motor
equipment fixtures improvements vehicles
BAR HE

BhRfE ETRE  MRRE nE
HKS000  HKS'000  HK$000  HKE'000
T TAL TEL TEL

BE_Z——FR A=1THLHFE

14. ¥ - BMENRE

Transmission
Plant  and other Construction
Office and network in
equipment machineries  equipment  progress Total
BER ERRHEt

WOERH KE B&Ek  ERIE it
HKS'000  HKS000  HKS'000  HKS'000  HK$'000
TAL TEL TEL TAL TEL

COST A
At 1 Jduly 2009 RZZENE

tA-A 162 164 408 497 997 210 - - 2,458
Addtions TE 134 b1 - 6,520 334 - - - 7,049
Exchange realignment  [E 3 53% 2 1 - 37 12 2 - - 54
At 30 June 2010 RZE-%%

~AZTH 298 226 428 7,054 1,343 212 - - 9,561
Additions TE 106 2 - 3,360 857 - 98,072 14392 116815
Disposals hE - - - - (106) - - - (10)
Exchange realignment [ 5% 11 8 1 308 84 11 2,712 398 3,533
At 30 June 2011 RZF——%

~EZTH 415 262 429 10,722 2,178 203 100,784 14790 129.803
DEPRECIATION e
At 1 July 2009 RZZENE

tA-A 21 38 155 33 23 53 - - 532
Chargefor the year ~ FEHTE 47 55 218 1118 329 64 - - 1,831
Exchange realignment (B3 3% - - - 5 5 1 - - 11
At 30 June 2010 RZE-%%

~EZTH 68 9 373 1,156 566 118 - - 2374
Chargefor the year ~ FEHE 81 40 4 1711 390 42 1779 - 4,087
Fliminated on disposals i3 1H € - - - - (1) - - - 1)
Exchange realignment [ 5% 3 4 1 67 37 7 49 - 168
At 30 June 2011 RZF——%

~E=TH 152 137 418 2,034 952 167 1828 - 6,568
CARRYING VALUES ~ EEfE
At 30 June 2011 R_B-——%

~B=TH 263 125 11 7788 1226 56 98,956 14790 123215
At 30 June 2010 RZF-%%

~E=TH 230 133 55 5,698 m 9 - - 7,187

The net book value of the Group’s assets held under finance leases
included in the total amount of motor vehicles at 30 June 2011
amounted to HK$1,125,000 (2010: HK$1,511,000).

R-ZE——FXA=+H FAREE
B AEBREBEREBNZREZEEY
REFEA1,125,0008 T (—E—=F
& 1,511,000 7T) °

EEHEZERERA
2010/2011F 5 1R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

BE_T——FX A=+THLFE

15. GOODWILL 15. &
HK$'000
FHET

CARRYING VALUES FREE

At 1 July 2009 RZZEZTNFEA—A 284,846

Adjustment on contingent consideration BHASAREZ AR 468,300

At 30 June 2010 and 2011 RZZE—ZFR_T——FA=T1H 753,146

Goodwill is allocated to the Group’s cash generating units as HESEEARERSEESTOT ¢

follows:

2010
— l — T IZF
HK$°000 HK$’000
FHET FHET
Wireless digital terrestrial television HEESHETERBS
network equipment integration B e (FFEET)
(note 1) 443,763 443,763

Digital cable television BERETEREL

business (note 2) (P 7E2) 309,383 309,383
753,146 753,146

Notes: B 5E -

1. The core technology used in wireless digital terrestrial television 1. HWEESKETERAEREEKESM
network equipment integration business is under the technology B2z Ui B mmE S 25 N2
umbrella group of the encrypted integrated circuits business. firdx /)N 4 o

2. The design technology of the wireless digital audio integrated circuits 2. ERHTIREEMLR ZERFRITE®
business has grown and diversified to application in the digital cable BRE UERAGETEREBIE
television business and expected to benefit from the synergy of the A WEAREEREHMIBEES B

combination of both businesses.

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

15. GOODWILL (Continued)

BE-F-—FXASTRLEE

15. BE »)

The recoverable amount of the cash generating unit in the wireless
digital terrestrial television network equipment integration has been
determined based on value-in-use calculation using cash flow
projections based on financial budgets approved by senior
management covering a five-year period. The discount rate applied
to cash flow projections is 21% (2010: 19%).

The recoverable amount of the cash generating unit in the digital
cable television business has been determined based on value-
in-use calculation using cash flow projections based on financial
budgets approved by senior management covering a five-year
period. The discount rate applied to cash flow projections is 19%
(2010: 16%).

The Group management’s determined budgeted growth rate and
gross profit margin based on past performance and market
expectation. The discount rate used in pre-tax and reflects specific
risks relating to the relevant cash generating units.

Since the recoverable amounts of the cash generating units are
higher than their carrying amounts, the Directors consider that
the carrying amount of goodwill at the end of the reporting period
is not impaired.

WEEGETEGARRBERZRD
EEBTZ KBTI AEREER
BE BESAEREBHEZMBIER
FEzReREEATNET - AHE
FARRERERAZIRER21%
(ZZ2—FF 1 19%) °

ERBTERER RS ELE LA
WEeREDAERAEBAESES  BES
LEBBHMEZMBBEAEZRSR
EEAMET - AH5F ARBEERE
FEAZHIBEXEBI9R (ZZE—FF ¢
16%) °

AEBEEREZEERREMENKT)
RIEBEXRBIMSEAHET - FAER
ZHHRERAY  WRRERBARSE
EETERBZBERR -

HRREELETZAINESESNE
RHE BEERA/NBERRBEZER
EEHRRE -

EEREZERERAR
2010/2011 FEF 5§
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-ZT——X A=1tHLFE

16. INTANGIBLE ASSETS 16. B EE
Technology Development
fee costs Total
1T & A BB A st
HK$'000 HK$’000 HK$’000
FET FET FET
COST PR 7R
At 1 July 2009 RZFEETNF+H—H 13,521 6,018 19,539
Additions RNE 18,188 — 18,188
Exchange realignment e & 267 59 326
At 30 June 2010 RZE—ZFA=1H 31,976 6,077 38,053
Additions RNE 44,642 — 44,642
Exchange realignment VE 5 A 2,835 304 3,139
At 30 June 2011 RZE——FNA=+H 79,453 6,381 85,834
IMPAIRMENT A
At 1 July 2009 RZZETNF+H—H 673 451 1,124
Impairment BB 2,036 754 2,790
Exchange realignment ME WA 22 10 32
At 30 June 2010 RZE—ZTFA=1H 2,731 1,215 3,946
Impairment A 3,193 621 3,814
Exchange realignment I 5 38 & 224 78 302
At 30 June 2011 WZZE——FXA=+H 6,148 1,914 8,062
CARRYING VALUES IREE
At 30 June 2011 RZE——FXA=1+H 73,305 4,467 77,772
At 30 June 2010 RZE—TFHA=TH 29,245 4,862 34,107

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THILFE
17. DEPOSITS FOR ACQUISITION OF 17. WEBYI% - BERRZHEZ
PROPERTY, PLANT AND EQUIPMENT 7
The Group paid HK$32,739,000 (2010: HK$NIl) for the acquisition AEBERHEERHETERES M
of property, plant and equipment for its digital cable television 32,739,000 L (ZE—ZF : L)
business. Capital commitment of the remaining payment was LAMEE 2 - BB & - SR N IE
disclosed in note 34. BAFEED R 344 5 -
18. INVENTORIES 18. &
2011 2010
=t T T
HK$’000 HK$’000
FERT FHET
Raw materials JR ¥ 3,503 117
Work in progress &M 1,958 1,904
Finished goods BURY 1,637 868
7,098 2,889
19. TRADE RECEIVABLES 19. FEUWRBR X
2011 2010
T —F s
HK$’000 HK$’000
FHET FHET
Trade receivables JRE W B R 580,971 679,930
Less: allowance for doubtful debts o REREEE (13,208) —
567,763 679,930
Less: portion classified B D ERRE
as current assets BEHD (452,126)
Non-current portion FEm BN EB 1D 227,804

EAHREERERAT
2010/2011 FF 5K



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-ZT——X A=1tHLFE
19. TRADE RECEIVABLES (continued) 19. EWERFX

The ageing analysis of trade receivables was as follows:

FEMRR 2 FREC D AT AN TS

2011 2010
=l -5 TF
HK$’000 HK$’000
F#Ex FAEL
0 — 30 days TE=+1H 149,841 203,795
31 — 90 days =+t—Z=hnTH 40,512 19,150
91 — 180 days h+—Z—8NA+H 88,664 83,641
Over 180 days —BNATANE 301,954 373,344
580,971 679,930
The ageing analysis of trade receivables (net of allowance for 60 BB N ROR (B 2 FE MR R (FIBR R AR I
doubtful debts) that were past due but not impaired are as follows: HE)BRRITIT -
2011 2010
=l T EF
HK$’000 HK$’000
FTEx FAET
0 — 30 days TZE=+H 50,738 68,728
31 — 90 days =+—Zh+AH 72,636 11,153
91 — 180 days N+—=—8aN\+H 51,302 6,016
Over 180 days —BNATAMNE 81,816 15,957
256,492 101,854
Given the project phases for the major customer of the Group in BN AEEFERFRMHELZETE
the wireless digital terrestrial television system integration and BREGER M TILEERERFTHA
digitisation span three to five years, corresponding to the —EhF - BEREAREBRNEIEEM
infrastructure related upgrades at the provincial level, the credit A BRTEIERFPZEEBHRRRZNM
term granted to the major customer is within three years from the BHIRFT=F R - Bt + 57,807,000/
date of delivery. Accordingly, HK$57,807,000 (2010: TT(ZE—Z4F : 227,804,000/ 7T) TE&T
HK$227,804,000) is expected to be recovered or settled in more 18 A RS BRR R AT+ & A A2 Uk Bl =k,
than twelve months from the end of the reporting period. Except HH o BRZEFPIN AEBKTEES
this customer, the Group allows an average credit period of 180 BEPZFHEEREA180H -

days to its trade customers.

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

19.

20.

TRADE RECEIVABLES (continued)

Receivables that were past due but not impaired relate to a number
of independent customers that have a good track record
maintained 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 following is the movement in the allowance for bad and
doubtful debts:

HE=

19.

E-——FRNA=TRHLFE

FEWBRR @

BEMEY ARRE 2 EUGRIRE AR E T
BRURZCHEZZHBEIEF AR
RIFBELR  ARAEEARBEAR
RZEHERIELRERE  BREEPZ
EEERYEEREE - MAERKAR
RRAARHKE - REBEW B\ ZF
ERR A EMER RS EmREERER
B o

REEAE BT

2011 2010

A il = ¢
HK$’000 HK$’000
FiBT FBT

At beginning of year RE )
Impairment loss recognised PR EEE
Exchange realignment ME WA

At end of year RER

PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES

20.

FERRE - e R HME
eS|

2011 2010
=l - TF
HK$’000 HK$’000
FEx THET

Advance to suppliers ) i 7 =4 5K
Other deposits Efhize
Other receivables Ho b fE YR8
Prepayments B FRIE

233,111 10,324
1,711 3,156
12,149 2,911
13,091 12,957

260,062 29,348

EEHEZERERA
2010/2011F 5 1R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

21.

22.

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

BE_T——FX A=+THLFE

21. RAFEFABRRRZE
MEE

2011 2010
el = =7
HK$’000 HK$’000
TER TAET

Investments held-for-trading BIEEERE
— Equity securities listed —RBEALETZ
in Hong Kong N

At the end of the reporting period, the above investments are stated
at fair values, which are determined by reference to bid prices
quoted in the relevant stock exchange.

AMOUNT DUE FROM A RELATED
COMPANY

RBERR - LR ETDRESERE
MRS X B HRENEETE 2 AFE
5l -

22 B —EEBERRE

Balance Balance Maximum amount
at at outstanding
30.6.2011 30.6.2010 during the year

R-B——fF R-2-%F
AAB=tHZ AAB=tHZ FRKREE
Name of company L g3 =33 EEtHE
HK$’000 HK$’000 HK$'000
FET TET FHET

Beijing Hengtai Technologies IERERBRRHE

Co., Ltd. BEREERT 50,257 1,993 50,257

Tian Songlin, a director of Beijing Jingiao Hengtai Technology
Company Limited, a wholly-owned subsidiary of the Company, is
also a director of Beijing Hengtai Technologies Co., Ltd.

The amount due is unsecured, interest bearing at 5.6% per annum
and with fixed term of repayment.

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RHRRME

FOR THE YEAR ENDED 30 JUNE 2011

23. CASH AND CASH EQUIVALENTS

BE_Z——FR A=1THLHFE

2. RERBREEEY

RITERERE
REMEREEZRE

Cash at bank and in hand
Cash at other financial institutions

2011 2010

S ] —= =7
HK$°000 HK$'000
FiB FET
253,113 65,401
35,364 —
288,477 65,401

As at 30 June 2011, the cash at bank and in hand of the Group
included currencies denominated in Renminbi (“RMB”) which
amounted to approximately HK$205,466,000 (2010:
HK$37,789,000). 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 bank balances are deposited with creditworthy
banks and other financial institutions with no recent history of
default.

24

TRADE PAYABLES, OTHER PAYABLES
AND ACCRUALS

WZZ——F X NA=Z+8 AEEZR
THEFERBEBEUARBE (TARE])
SHEZEE - 495205,466,000% 7T (=
T—ZT4F 1 37,789,000/ 7T) - AREER
AERALBRAHEMER - A « BRIEFR
Bl 2 SNE B IR RO R A TE - BIE RS E
EERT  AEERBEEBBERELET
INEEBZRITBARELBRAEME
?,g’g °

RITEFRBERTEAFEANEILZH
FREREUH S - SRITREBRTFRNEER
o BATHAE A R AL iR 2 IRTT R A A S Bl
W

Trade payables FETRR R

Other payables and accruals

Receipts in advance TE U BR 3K

Hib e 5B B B

24. BB BR3 + HLARFE A 3KIE
RESTEHA

2011 2010

—E2——F —E-ZF

HK$°000 HK$’000

FBT FHT

125,164 223,689

22,331 35,481

6,767 2,692

154,262 261,862

EEHEZERERA
2010/2011F 5 1R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-ZT——X A=1tHLFE

24. TRADE PAYABLES, OTHER PAYABLES 24, FE{‘ERF » HbE(TFIE
AND ACCRUALS (continued) NESTER @

An aged analysis of the trade payables as at the end of the reporting RBERARENERCEEI>TAT
period is as follows:

2011 2010

—T— — 5 e

HK$’000 HK$’000

FTEx FAET

Within 30 days =t+HBHMURA 76,058 145,688

31 to 60 days =+—ZXTH 7,936 507

61 to 90 days ANtT—ENTH 14,138 314

Over 90 days N+BUE 27,032 77,180

125,164 223,689

25. PROMISSORY NOTE 25. & HEE

On 17 February 2011, the Company issued a promissory note of RZE——FZA++tH ' XAERIE
HK$8,000,000 to GEM Management Limited as commitment fee ARABRZE—EF+_A=+NBE]
pursuant to the Equity Line of Credit Agreement entered by the M BRERBEEREZIGEKAGEM
Company on 29 December 2010 (note 35). The promissory note Management Limited#%778,000,000/%8 7T
is interest bearing at 8% per annum and payable on or before 28 AR EEEREERS (HFE35) o &R
December 2011. ERIRFEFREU:T L AR T ——

F+ZAZTN\BRZAMERE -

Heng Xin China Holdings Limited
Annual Report 2010/2011



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THILFE
26. OBLIGATIONS UNDER FINANCE 26. GiEHNEE
LEASES
The Group leased certain motor vehicles under finance leases. AEBRERERNHEETRE - F
The average lease term is 4.5 years (2010: 4.5 years). The interest HEEFHANFY¥ (ZE—ZFF : UF
rates underlying the obligations under finance leases are fixed at F) c MERYET HEBREINESA
respective contract dates and range from 7.6% to 8.4% per annum ZEIK BRI E REFT.6%E8.4% (=
(2010: 7.6% to 8.4% per annum). T—ZTF  BF7.6%%E8.4%) °
Minimum Present value of
lease payments minimum lease payments
BEHES BREHEZEE
2011 2010 2011 2010
—E-—f —T-FF —E-—f —E-FF
HK$’000 HK$’000 HK$°000 HK$’000
FEx FAT FET FET
Amounts payable under RERERLD
finance leases: [T FRIE
Within one year —FRN
In the second year EF
In the third to fifth years, F-EERF(HE
inclusive MEBELA)

Less: Future finance charges & : KAREEH

Present value of MHNEAFZRE
lease obligations

Less: Amount due for o AR—FR
settlement BB ZHIE
within one year G BEREEE)
(shown under current
liabilities)

Amount due after one year —F 1B EH 2 FIA

EEHEZERERA
2010/2011F 5 1R



27. OTHER BORROWINGS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

BE_T——FX A=+THLFE

27. 5K

Loan from a shareholder

Other loan

KA —BBRRZER

2011 2010

S ] —= =7
HK$’000 HK$’000
FiB FET
30,000

30,000

The loan from a shareholder was unsecured, interest bearing at
5.25% (2010: 5.25%) per annum and settled during the year.

Other loan is unsecured, interest bearing at 5.31% per annum
and repayable on or before December 2011.

28. DEFERRED TAX LIABILITIES

[

ZERE—EBREZERASERT - 1%
FRE525%(ZF—FF : 5.25%) &7
B YERFRERE -

Lt & R BRI FFK5.31%zT

At 1 July 2009
Credited to profit or loss
Exchange realignment

At 30 June 2010
Credited to profit or loss
Exchange realignment

At 30 June 2011

B WEAR-ZE—F+_AszriE
-

28. BEEFEE B
Intangible assets
BREE
HK$’000
FAT
R-ZEZENF+A—H 2,713
FFABEE (470)
PE & 24
RZE—EFA=+H 2,267
STABEER (387)
e 103
RZE——FNA=TH 1,983

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

28. DEFERRED TAX LIABILITIES (continueq)

29.

The Group has tax losses arising in Hong Kong of HK$23,713,000
(2010: HK$19,844,000) 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 PAYABLE

(@)

On 4 December 2009, an aggregate of HK$264,725,000
principal amount of redeemable convertible notes were
issued upon fulfillment of the fourth payment condition of
the “dingiao Acquisition” and “Maxium Acquisition”. Further
details are set out in the Company’s announcement dated
4 December 2009.

The notes carry zero coupon and convertible into ordinary
shares of the Company at an initial conversion price of
HK$0.34 per conversion share (subject to pro-rata
adjustments on capital structure changes) at any time during
the period commencing from the date of issue of convertible
notes. Unless previously converted, lapsed or 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.

HE-F——FAA=TALFE

28. EIEHRIBEEE

29.

AEBREBELEZHREERA
23,713,000 T (=& —FF :
19,844,000/ 7T) + AR BA A 1EHK S 8%
BEBZARZARRERBEF o BT
MIEEEWARRZZEIE T AER -
ZEBBEBAEEBEE—BERZATE

H oo

BENTRERRE

(@)

RZZEZTAFE+_AWB B[
BUEEEIRIESMEEE]EH
HA FUR M ER B BT RS ES
264,725,000/ 7T 2 7] & B 7] #
BEE - E—HBERAQAEH
BAEZEENF+_AWEBZA%
ﬁq °

ZERBERTRE  NABRERRE
BATE B A HIR A B ) AT 4
TR 0.348 T (ATRE A
REBE R OIELREER) 21
FHBERRBNABEBER © I
SERT ] - KRB AR AE M
SN AR AR B2 AR RIRA
RABERIFETARZERBF
EHEM -

ARERBRESDH 2 AFETIR
RE AR ERZ 5 KRG
B o Bt BEMD 2 A FERED
w— #FBRE — MEAREER
AGETTIAE - R AR BERRIER
Rz BERERA -

EEREZERERAR
2010/2011 FEF 5§
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

29. CONVERTIBLE NOTES PAYABLE

(Continued)

(a)

(Continued)

Interest expenses on the convertible notes issued are
calculated using the effective interest method by applying
the effective interest rate of approximately 9.6% to the liability
components.

During the year ended 30 June 2011, the conversion price
has been adjusted to HK$0.329 after the bonus issue as
disclosed in note 30.

On 30 December 2010, an aggregate of HK$159,700,000
principal amount of convertible notes was converted into
485,410,000 ordinary shares of the Company at the adjusted
conversion price of HK$0.329 per conversion share.

On 28 December 2010, an aggregate of HK$200,000,000
principal amount of redeemable convertible notes were
issued to Sandmartin International Holdings Limited. Further
details are set out in the Company’s announcement dated
17 December 2010.

The notes carry zero coupon and convertible into ordinary
shares of the Company at an initial conversion price of
HK$2.00 per conversion share (subject to pro-rata
adjustments on capital structure changes) at any time during
the period commencing from the date immediately after the
expiry of six months from the date of issue of convertible
notes. Unless previously converted, lapsed or redeemed by
the Company, any outstanding convertible notes shall be
redeemed on the second anniversary of the issue date of
the convertible notes.

Heng Xin China Holdings Limited
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BE_T——FX A=+THLFE

20. BN EE »)

(@)

(%)

BERITZAMBRERZMEFRAXT
BERMNEEL LR EIND AL
9.6%Z BEFRFIEGH -

REE-_Z—FA=THILHF
T WBEE AK IS0 EE 2 AT
BITHEE0.329/8 T °

i

=

S

NZE—ZFF+-_A=+H £
F4 $£159,700,00078 7T 2 Al #4 %
FREERERIRKRR%N0.329% T
K BAELBRELRAE
485,410,000 AR &1 E B °

RZTE—ZF+ZA=+/\BH ' &
4 %84 $£200,000,000/8 T 2 7] BE
Bl RREERE BT FES T BEF
ERAERARF o #E—HFBHNAK
ARIHHAZE—EF+A++
HzAERA -

ZERBERTRE  NEEABRR
ERBETEARANEAEMLE
B 5t HAfE R () B ] A R A
BB 72.00/8 7T (AR B A K18 &
BRI OIELAR) 29T Hik
BRBMABRNRTERBR - BREATH
B RBEBARRERSIN - AL
1) R S # 2 AT AR SR AR ZR A AT 4 AR
ERETAMZE_BAFERE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THILFE

29. CONVERTIBLE NOTES PAYABLE 20 EH AR EE @)
(Continued)
(b)  (Continued) ) (&)

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.

Interest expenses on the convertible notes issued are
calculated using the effective interest method by applying
the effective interest rate of approximately 4.2% to the liability

MR EEE BN 2 AFEIR
RETAIMREE 2 TS X

o Bz HARED 2 R FEAAA
3% — TR — REHEEER
RUEITHE - WRT AT RREER
W IRRERA ©

BERITZAMBRERZMEFRAXT
WERNEZX EJEE B 210 AL
42% 2 BENEGE

components.
The liability component of the convertible notes recognised in the RERE B AR R R AR 2 AT R IR E iR
consolidated statement of financial position are calculated as BEPHTENT -
follows:
HK$'000
FET
At 1 July 2009 RZEZNF+H—A —
Issuance of notes by the Company $ NAEIBITRER 167,500
Effective interest expenses for the year AEEZEBRMERX 9,194
At 30 June 2010 RZE—ZFFA=+H 176,694
Issuance of notes by the Company KRB EITRIE 184,083
Effective interest expenses for the year AEEZEBMNBHAX 15,177
Conversion to shares of the Company IR Y=V N/NCI L g (111,450)
At 30 June 2011 R-ZTE——FRA=1H 264,504

EEREZERERAR
2010/2011 F F R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THIEFE
30. SHARE CAPITAL 30. fR 7
2011 2010
—e——& T
Number Number
of share of share
RoEA % 7 % B
’000 HK$’000 '000 HK$’'000
T8 FHET Fh& FHET
Authorised: EE
Ordinary shares of FHRMEEC.01E T
HK$0.01 each 2 EBIR 10,000,000 L00E 10,000,000 100,000
Issued and fully paid: ERTRAR :
At beginning of year REF 1,563,903 1,385,683 13,857
Issue of shares upon placing & & EE (M 31T
(note (i)) 2 B4 (B EE () 200,000 100,000 1,000
Issue of shares upon AR R R &
conversion of convertible M 317 2 %1%
notes (note 29(a)) (Bt 5E29(a)) 485,410 — —
Issue of shares upon A 1715 i e e
exercise of share options 12317 2 &
(note 31) (Bt&E31) 78,220 782
Issue of bonus shares BT AT AR (B & (i)
(note (ii)) - -
Issue of shares for HUBERB AR Z
additional interest REOME 2 T 3517
in subsidiaries (note (iii)) 2 B (B & (iii)) 78,139 — —
At end of year RER 2,487,092 1,563,903 15,639

Heng Xin China Holdings Limited
Annual Report 2010/2011



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

30. SHARE CAPITAL (continued)

Notes:

(i)

(i

(i)

On 14 September 2010, 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 200,000,000 shares of the Company at the placing
price of HK$0.75 per placing shares (“Placing”).

On the same date, the Company and Team Effort entered into a
“top-up” subscription agreement pursuant 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 200,000,000 subscription
shares at the subscription price of HK$0.75 per subscription share
(the “Subscription”). Details of these transactions are set out in the
Company’s announcement dated 14 September 2010. The Placing
and the Subscription was completed on 16 September 2010 and
24 September 2010 respectively. A total of 200,000,000 new shares
were issued and approximately HK$148 million was raised for the
general working capital of the Company and its subsidiaries.

As a result of the ordinary resolution resolved at the annual general
meeting of the Company on 9 November 2010, bonus issue of share
of one new share for every thirty existing shares held by the
shareholders at the record date of 9 November 2010 was issued to
the shareholders as final dividend for the financial year ended 30
June 2010. A total of 60,923,000 ordinary shares were issued as
bonus shares. Details of the bonus issue are set out in the
Company’s circular dated 11 October 2010.

On 7 December 2010, Star Hub Investments Limited, a wholly-
owned subsidiary of the Company (as the Purchaser) and Wealtheme
Limited (as the Vendor) entered into a sale and purchase agreement,
pursuant to which the Purchaser conditionally agree to acquire and
the Vendor conditionally agree to dispose of the entire issued share
capital of Wisest Yield, for a consideration of approximately
HK$105,000,000 (the “Acquisition”). The Acquisition was completed
on 30 December 2010 and the consideration was satisfied by the
issue of 78,139,000 ordinary shares of the Company. Details are
set out in the announcement of the Company dated 7 December
2010 and 30 December 2010.

HE-_ZT——

FRA=THLEFE

30. iR ()

B &E -

(i)

(ii

(i)

RZTE—ZTFNA+MA - ARQ7A] -
Team Effort Investments Limited
([Team Effort]) HE R MR EBR A
AN(ERERED AT RERE - Bt -
Team Effort A Z & E - MELERERE
BRABNRETLRABERAES
IRECE MR D075 T L EEEE RS
200,000,000 A& 2 Al fa ([HE & =
1)) °

F B - Z&NA & ETeam Effortz] 2 [ LA E
B3 RIEW - B - Team Effortd
BIRERABRMN0.758 T2 REBR
BHEENBRERESHEEREE ZRH
BB ZRBEBRD - A5 %200,000,000
RRERD (RESIE]) - ZERXHZ
HERRARRBHA-ZS—ZEFNA
THEZRAERN - REZELRESIE
PRER-ZBE—ZEFALA+BR=Z
—ZEA/-FHBERK - AREES L
%% 17200,000,000/ #T s 1n » HE L
148,000,000/ jt B 1EA A &) & H BT B
NEZ—REBES o

BEARAR-_Z—ZF+—ANBEE
TZREBEFRGHF A LBREER
ARBERZE—EF+—ANLBZE
R ETEA = IR AR
— R 2 EEM PRI TAIR » A
EAEBZE_Z—ZTFNA=+THILUK
FE 2 RIS - A $£60,923,0000% &
BREEAIRIRDEETT - ARBEITZ
HBEERARNBEEAZTS—ZF+ A
T—HZBHA o

RZZE—ZTF+-_AtH ARRZE
&t B 2 &) Star Hub Investments Limited
(EA/E ) EWealtheme Limited ({555
PRI EB W - Bt - EAEREH
EElEMEFEKtLRELS
Wisest Yieldz 2 #BE ZH1THRA - R{ELD
#$105,000,000/%8 7t ([WlE EIE]) - Yk
EFEFEERZZE—EF+ZA=1+HE
A RETDSEBHAANRQR BT
78,139,000/% I iMAR 2 1 - BRI IEH
RARFBHA-_ZT—TF+_F+tH
F—E—TE+-_A=+HZRAER -

EEREZERERAR
2010/2011 FEF 5§
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e

B 35 SRR MY R

FOR THE YEAR ENDED 30 JUNE 2011

31. 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 time or part time employee or director of
the Group, a consultant or agent of the Group, as incentives

BE_T——FX A=+THLFE

31 J/x _u-ﬁ:l,lll
X5

ERUBRBAE

(a)

ARAENR_FTT=F=A+=H
Rim— 18R BB iR 8 (IR
FHEl) - R EEESAKE

Al AEE

2% (BRAKEZR

SHRBEEXES  AEEZEH
SR FERA L) HHBRE

or rewards for their contributions to the Group. EREREHAEBFIEER 2 52E)
5 [O] %R o
()  The terms and conditions of the grants are as follows: () ATAKHBREGRR
iRt
Number of Exercise
instruments  Vesting conditions period
TEEE BRE&KH 6
'000
T
Options granted to directors:
RTEEZHBMAE -
— on 18 February 2009 5,200  One month from 18 March 2009
the date of grant to 17 March 2012
—RZIZEZAF-_ATNA BB Best —ZETAF=AT+N\H
—f@AR “E--#=A++tH
— on 13 April 2011 7,700  One month from 13 May 2011
the date of grant to 12 March 2013
—-RZZE——FMA+=H EE-Eg=R-iFiky —E-——%RA+=H
—fEA —=F=A+=H
Options granted to employees:
BETREE ZBRE
— on 18 February 2009 74,800  One month from 18 March 2009
the date of grant to 17 March 2012
- RZZEZAF-_A+N\H e =k itk —EZAEFE=ATN\R
*1)51 1_7 _E H+’EE|
— on 13 April 2011 22,300  One month from 13 May 2011
the date of grant to 12 March 2013
—-RZE——FMA+=H B X A st —E——FRA+=H
—f@A ZE-=F=A+=H
Total share options 110,000

BREaH

Heng Xin China Holdings Limited
Annual Report 2010/2011



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HE-_ZT——FA=THILFE
31. EQUITY SETTLED SHARE-BASED M. UERZFERURGA/E
TRANSACTIONS (continued) W5 @
(a)  (Continued) @ (&)
(i)  The movement of the Company’s share options held i) WUTAEAAREE (BEE
by employees (including directors) are as follows: B)FEACERESE
2011 —E——

Outstanding Granted Exercised Adjusted Outstanding

Exercise at during during during at
price 1 July 2010 the year the year the year 30 June 2011
R=Z2-2F R=B——-%
tB—H ~A=TH
AMiE FRERE FRETKE FAEHAR KT
‘000 ‘000 ‘000 ‘000 ‘000
T4 T4 T4 T4 T4
(note)
(Ht)
Date of grant RHBEH
Directors =
On 18 February 2009 R-ZZNF
ZATNH HK$0.358 &t (1,000)
On 13 April 2011 RZE——%F
mA+=H HK$1.54 & 7T
(1,000)
Employees =1
On 18 February 2009 R-ZZNF
—RA+NR HK$0.358 & T (7,717)
On 13 April 2011 RZE——F
mA+=R HK$1.54 & Tt 22,300 22,300

7,500 22,300 (7,7117) 22,300

10,700 30,000 (8,717) 32,273

Weighted average IEFHTHEE

exercise price HK$0.37 5 t HK$1.54 it HK$0.36 & T — HK$1.46 BT
Note: MizE -
The number of the share options outstanding was adjusted AT MR 2 EE B AR HEI0FRE 2 %
with the issue of bonus shares as disclosed in note 30. THBRMAZ o

EEFEZERERA R
2010/2011 F F R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

(@)  (Continued)

BE_T——FX A=+THLFE

31. EQUITY SETTLED SHARE-BASED 1. UEREER ARG AR
TRANSACTIONS (continued) W5 &
@ (&
(i)  (Continued) iy (&
2010 —E-EF
Outstanding Granted Exercised Lapsed  Outstanding
at during during during at
1 July 2009 the year the year the year 30 June 2010
RZZETNE RZT-ZF
+A—A ~A=ZtH
A FRERY  ERNETE FRBERN KR
‘000 ‘000 ‘000 ‘000 ‘000
Fin Fin Fin Fin Fin
Date of grant Rl A
Directors EZ
On 18 February 2009 R -ZTTHF
ZATNE HK$0.37 BT 3,200 - - - 3,200
Employees EE
On 18 February 2009 RZ-ZTNF
—A+NR HK$0.37 77T 32,720 - (23,220) (2,000 7,500
35,920 - (23,220) (2,000 10,700
Weighted average IEFHTHEE
exercise price HK$0.377% 7T — HK$0.37% 7T HK$0.37/87T HKS0.37# T

During the year ended 30 June 2011, options were
granted on 13 April 2011. The estimated fair values of

the options granted on that date were approximately

HK$10,330,000.

The weighted average share price at the date of

exercise for shares options exercised during the year

was HK$1.57 (2010: HK$0.79).

The options outstanding at 30 June 2011 had an
exercise price of HK$0.358 or HK$1.54 (2010:
HK$0.37) and a weighted average remaining
contractual life of 1.63 years (2010: 1.72 years).

Heng Xin China Holdings Limited
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REZ-_ZT——F A=+
AIEFE  BEREERZ-Z
——FMA+=ZARE - R
ZARLZEREZEEA
F{E#) 410,330,000/ 7T °

FRNEITEZ BRERITE
HEZ it TFHRER1.57
BIL(ZE—ZF :0.798
JT) ©

RZE——FA=+H®#
RITEBERBEZITEER
0.358 8L 1.648 L (ZF
—ZF : 0.378T)  METF
HHRTENFEA1.63F (=
T—TF 1 1.726F) o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

31. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (continued)

(@)

(Continued)

(i)

Fair value of share options and assumptions

The fair value of services received in return for share
options granted are measured by reference to the fair
value of share options granted. The estimate of the
fair value of the services received is measured based
on Black — Scholes option pricing model. The
contractual life of the option is used as an input into
this model. Expectations of early exercise are
incorporated into the Black — Scholes option pricing

Hz-T—

31.

—FXRA=THLFE

DRESEERURODAR

e

(@)

model.

Grant date ®HBH

Fair value at measurement date ~ RitEHZ AFE
Share price f&(E

Exercise price 1T fE

Expected volatility TEER & I8

Option life 5 s e 4F B
Expected dividends TEHARR &

Risk free interest rate

2 o ) K

The expected volatility 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.

RZ @
(&)
i) R ATERES

& R A R SRS 2
RYPED2ERRBREZ
RFEFE - FTESREZ
BRI AFEMZER DR — &F
AT T ERLETE - %
BEIMAT BBz A MF
Hlo-mhm—FRMET
EELTEERAMTEZE

Hy o
13.4.2011 18.2.2009
—R——%F —ETNEF
mB+=H —A+N\H
L LCTEEERETA  HK$0.098 /B 7T
GLESEENETRY HK$0.351 BTt
HK$1.54 & T HK$0.37 BT
62.28% 64.60%
1.0 years 1.5 years 4F
0.29% 1.871%

TEHDR 08 R LR R AT & o
BHRERELREFE -
THEMBRZEG Y
ANFERBFEABEATE -

EEHEZERERA
2010/2011F 5 1R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

31. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (continued)

(b)  Pursuant to general mandates (“General Mandates”) granted

to the directors of the Company at the annual general meeting
of the Company held on 27 October 2009 and 9 November
2010 respectively, the Directors are authorised, at their

discretion, to 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 27 October 2009 and 9

November 2010 respectively. The following options were

granted under the General Mandates.

() The terms and conditions of the grants are as follows:

BE_T——FX A=+THLFE

31. XA

EEAERUKROAE

BXZ »

(o)

BEANBEZDRRARBNZ
TENF+AZTEAR=ZZE—ZF
F+—ANBRIZBREAFAE
PR R ([—RsEl) -
EERRENBREREITTER
PRNZTZENFT+AZ+EER
—E-ZTF+—ANBARAREHE
ITRAEERE20% 2 AR A K
7 o LA TR IR IR — IR
4o

() UNRTAREEREZRRRE

et
Number of
instruments  Vesting conditions Exercise period
TEEE BE&GH T
'000
T
Options granted to consultants of
the Company
BRTARBER R
— on 10 November 2009 90,000  Immediately from 10 November 2009
the date of grant to 9 November 2010
—RZZETNE+-A+H R B HRNE 5 —ETAFFT-ATH
E_Z-ZTE+-ANA
— on 30 November 2010 90,000  Immediately from 30 November 2010
the date of grant to 29 November 2011
—RZIE-ZF+-A=+H RELBHNEEE —T—TF+—A=+H
E_E——F
+—A-t+AB8
Total share options 180,000

BhoEes

Heng Xin China Holdings Limited
Annual Report 2010/2011



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011 BE_ZT—HXA=1THLFE
31. EQUITY SETTLED SHARE-BASED M.UBREERURODB/E
TRANSACTIONS (continued) WRXZ @)
(o)  (Continued) () (&)
(i) The number and weighted average exercise prices of (i)  LATNAEEREZEE Rk
share options are as follows: FHITFEE -
2011 2010
ZB--F —Z-ZF
Weighted Weighted
average Number average Number
exercise price of option exercise price of option
mEFH ETH
TEE BREYE TieE EkEzE
’000 '000
T4 7
Outstanding at the FNRIFE
beginning of the year HK$0.73 & U0 HK$0.305 7T 55,000
Granted during the year FRERUE HK$1.32 & T 90,000 EEGICNEE: Vv 90,000
Exercised during the year ~ FRE 17 HK$0.73 & 7t CONOWY HK$0.305 % T (55,000)
Outstanding at the FRRITME
end of the year HK$1.32 & T HK$0.73 BT 90,000
The weighted average share price at the date of FREITEZERERITE R Z N
exercise for shares options exercised during the year FHREAR1.04B T (ZE—FF 1 0.70
was HK$1.04 (2010: HK$0.70). BIT) °
The options outstanding at 30 June 2011 had an MRZZE——F XA =+HRKRITEER
exercise price of HK$1.32 (2010: HK$0.73) and a EZTFEER132BETL(ZE—ZF
weighted average remaining contractual life of 0.42 year 0.73%7T) " METHERTEHNEFERAR
(2010: 0.36 year). 0.42F (ZE—FF : 0.36%F) °

EAHREERERAT
2010/2011 FF 5K
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

31. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (Continued)

(b)  (Continued)
(iii)  Fair values of share options and assumptions

For the options granted to the consultants, due to the
uniqueness of the services provided by them, the fair
values of the options are measured by the services
performed by them, 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
10 November 2009 and 30 November 2010
respectively.

(c)  Terms of unexpired and unexercised share options at end of
the reporting period are as follows:

BE_T——FX A=+THLFE

1. UEREER ARG AR
BRXE @

b) (&
iy BREZAFERER

IR TEEZBRENS
P 0 BB ) P 32 (1 AR 755 2 B A
- BREZAFEIRE
BEXBERMAINMEER
REANREMEHERR
BEBMAREH‘RZRETE -
BREFBONERARRA
HAE—ZTEANF+—A+H
k—_ZF-FF+—-H=1H

(©) Rk HIA AR B B R 1T IR
Z R

2010
—_E-ZF
Number Number
#E 2R
Exercise period Exercise price ’000 ‘000
T TEE TR T
18 March 2009 to 17 March 2012 (note) HK$0.358 & 7T 2,273 10,700
“EEAF=ZATNBE-_Z——F=A++A8 (§:3)
10 November 2009 to 9 November 2010 HK$0.73 T 90,000
—EENF+—At+HE-ZE—ZEF+—ANA
30 November 2010 to 29 November 2011 HK$1.32 /& 7T 90,000 —
TS +—-A=tHE=-T——F+—A=tAhA
13 May 2011 to 12 March 2013 HK$1.54 T 30,000 -
—E——FRA+ZHE-ZT—=F=ZF+—H
122,273 100,700

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

Note:

The exercise price had been adjusted from HK$0.37 to HK$0.358
with the issue of bonus shares as disclosed in note 30.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

32. RESERVES

BE_Z——FR A=1THLHFE

32. fE1E

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

Other reserve

During the year ended 30 June 2011, the Group acquired additional
interests in Beijing Jingiao Hengtai Technology Co., Ltd and
Shenzhen Zhongzesaien Technology Co., Ltd. As a result of the
acquisitions, the difference of HK$79,992,000 between the
consideration paid of HK$115,194,000 and the amount of non-
controlling interests adjusted of HK$35,202,000 was directly
recognised in equity.

gy -ai-1

PRin @Bz AR EARRRZARAE
MBERE-NN\—FREDE (BB M
IR o

EXRf#E

EXREEE—EHBARZ —RAE
ERR A Z BINE M E A A A
RIFEZERBREREIABPEEZ A TEZ
EH o

BE 5 i

ERRERERREBINEBRYBRRZ
FBENZE -

BRE R

BRERBERRENESAEARN R
EMNRARAEABRRERZETA
NAER EENEMZERHMAER
THEERE s ATE -

Hitbf# s

HE_Z—F X AZTHILFE K&
BRI RSB IEREHEBR A E KR
YR BRHT AR AR Z EIMER »
ZEWBEEZZEZ  BEHARE
115,194,000/% JT B 45 38 28 FE 45 BG BR SR 4
FFIE35,202,000 BozEz E58
79,992,000 7T i i R B B TR o

EEREZERERAR
2010/2011 F F R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

33.

34.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation 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
obligations under finance leases, promissory note, other
borrowings and convertible notes payable, and equity attributable
to equity holders of the Company, comprising issued share capital
and reserves.

The directors of the Company review the capital structure on a
regular basis. As part of this review, the directors consider the
cost of capital and the risks associated with each class of capital.
Based on recommendations of the directors, the Group will balance
its overall capital structure through the new shares issues or the
issue of new debt.

COMMITMENTS

Operating leases — The Group as lessee

At the end of the reporting period, the Group had total future
minimum lease payments under non cancellable operating leases,
which are payable as follows:

HE=

33.

34.

T —FAASTHLEE
EXERER

AEEEREES  UHBRRASEEADN
ERBEEANGELE T2 E AR
B BEBERERA 2 H&ENTE
MABERFER AL R - NEE 2 BE
RIEE EFURGEFTE o

AEEERNGEERER  HTBRER
BHORME AALRE  HERRE
NAMR R R E AR R RS A ARG
B (BREBITRANRER)

RARBEFERERAENERE - (FRR
A —H#D BEEEREARZKA KA
BHEBEAHBE AR - ERES 2 H#

THESFUNEEBRBERNEBRE T
féy o

i

REdEn — AEEEFERE
HA

R|BEHR - AEERBETAIHHELE
MOz RARFEENESEENT

—FR

Within one year
In the second to fifth years, inclusive

F_EFHF (BREMFERBFEA)

2011 2010
=l -5 TF
HK$’000 HK$’000
TEx THET
6,373 2,485
6,040 1,051
12,413 3,536

Operating lease payments represent rental payable by the Group
for the office premises and motor vehicles. Leases are negotiated
for the terms of one to three years.

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e

B 35 SRR MY R

FOR THE YEAR ENDED 30 JUNE 2011

34.

35.

COMMITMENTS (Continued)
Capital commitments

The Group had the following capital commitments at the end of
the reporting period:

BE_Z——FR A=1THLHFE

34. &IE

BERARE

AEBMRRERREEATEARALE -

EEFERFEHEE
TE—RMEAT
WEE - BFE k&

Contracted, but not provided for:
Capital contribution to a subsidiary
Acquisition of property,

plant and equipment

GRANT OF THE EQUITY LINE OF
CREDIT TO THE COMPANY AND ISSUE
OF WARRANTS

On 29 December 2010, the Company entered into the Equity Line
of Credit Agreement (“the Credit Agreement”) with GEM Global
Yield Fund Limited (“GEM Global”) and GEM Management Limited
(“GEMML”), pursuant to which the Company has been granted an
option to require GEM Global to subscribe for up to HK$400 million
worth of shares of the Company at the average closing price of
the Shares in accordance with and structured under the Equity
Line of Credit during the commitment period (the “Option”). Further
details are set out in the Company’s circular dated on 20 January
2011.

2011 2010

el = ==

HK$°000 HK$’000

FTER TAET

44,244 260

251,747 —

295,991 260

AR AE R
BRBTRRER

RZEBE—ZF+_A=-+NHB "  AQ7F
EEGEM Global Yield Fund Limited ([GEM
Globall) % GEM Management Limited
([GEMML)) RTaz e =M Btk ([fE
EiREl) - Bt ARRIEEREERE
LAZE Sk GEM GlobaliA & & B A Z A% D 2
FHETEREREREHBEEMST
BEE{E S =400,000,0007 7T 2 A2 &) %
D ([EEE]) - E—HBEHNAQF
HRA-_ZT——F—A-+tHZRK
ﬁq °

EEHEZERERA
2010/2011F 5 1R
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CREDIT TO THE COMPANY AND ISSUE
OF WARRANTS (continued)

The Option is exercisable by the Company during the commitment
period commencing on (and including) the date of the Credit
Agreement and expiring upon the earlier of (i) the third anniversary
of the date of the Credit Agreement, and (ii) the date on which the
Equity Line of Credit has been fully utilised by the Company by
way of allotting and issuing shares (the “Option Shares”) for the
total issue price equals to the total commitment amount (i.e.
HK$400 million) upon exercising the Option in full.

The Company shall exercise any part of the Option by serving a
drawdown notice and specifying the proposed number of the
Option Shares thereunder. GEM Global shall respond to any
drawdown notice by delivering a closing notice, which shall set
out, inter alia, the final number of Option Shares to be subscribed
by, and allotted and issued to, GEM Global or any other subscribers
procured by it on the closing date.

On 17 February 2011, the Company issued a total of 95 million
warrants at nil consideration at an exercise price of HK$2 per
warrant share (subject to adjustments conditions) as set out in
the warrant to GEM Global pursuant to the Credit Agreement.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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FOR THE YEAR ENDED 30 JUNE 2011

35. GRANT OF THE EQUITY LINE OF

BE_T——FX A=+THLFE

5. [@ X
=954

ﬁﬁﬁﬁ@%ﬁﬂ%
BITRARESR @

BIZREARAD T NAER (BEEHS
BEI(RIEZR) BRE(VEEHRERBHZE
“ERFEBER  RRZEHBEER
BERERETEREAARA RSB RBR R
MEBITHETERSENRELLE (A
400,000,000 7T) 2 B fn (&2 # K
7)) BB A B ME 2 REH IEHIR)
WTTHE o

NARABE B ERIGBANIREHE
BEEERERNDEETEEMBHER
7 o GEM GlobalZE 15 18 i 3% 45 R 3@ &1 8
JEE(TIREUBA - ZA&ERBAAEHT) (K
F B ¥E) GEM Globalsk E {2 2 fr] E At
RIBARAER B HA S R R Al 3 e 3
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{18 (AT AR IR 3R AR AR 38 P 8 e S BB 15 14)
[MGEM Global £ € 277 & $£95,000,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THILFE
35. GRANT OF THE EQUITY LINE OF LAARQFEERERBE
CREDIT TO THE COMPANY AND ISSUE ERBITARERS ®
OF WARRANTS (continueq)
The movement of the warrants during the year is set out below: FARBREZEBEHINOT -
Granted Utilised
Subscription Balance at during during Balance at
Date of grant Exercise period price 1.7.2010 the year the year 30.6.2011
RZEB-EF R-B-—-%
tA-BA2 AAB=Z1+H
REHAH THEE REE % FRERY  FREHA i
‘000 '000 ‘000 ‘000
T3 T T T3
17 February 2011 17 February 2012 to
16 February 2016 HK$2 - 95,000 — 95,000
“E——E-f++tH _?—_ﬁ_ﬂ‘l'tEE
2R FZA+H 28T
During the year, no warrant was utilized to subscribe for the shares FA - WESPARREZFARERLQF]
of the Company. B °
The Company shall pay GEMML a commitment fee of NN A AERGEMML MBS A EdE a5
HK$8,000,000, equivalent to 2% of the total commitment amount 400,000,000/ 752% 2 # & 8,000,000
of HK$400 million and shall be payable by the Company (i) within BT BZERARRRO)ARRWEIE—
48 hours of the Company’s receipt of the purchase price under MERBAAZBEERISNER » 3
the first closing notice, or (i) on or before the first anniversary of (VEEWHBRzEERFH B AR
the date of the Credit Agreement, whichever is earlier. The BEEE) I - BRAREER SIS
commitment fee payable was recongised at 30 June 2011 as the EREER  HENCEREREERZE
Group considered that condition (i) was fulfilled. The commitment ——FRNA=+HER - FEASER
fee is capitalised in other receivables and will be deducted from HMEWRFIBEBRETER - BN E8IT
proceeds received from the issuing equity instruments. R T EINER 2 BT F IR R -

EEREZERERAR
2010/2011 F F R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011 HE-_ZT——FA=THILFE
36. RELATED PARTY TRANSACTIONS 36. EEEALRS

(a) The Group entered into the following significant transactions
with related parties during the year:

Sales to a related company: m—fEERRHEE
Beijing Hengtai Technologies Co., Ltd.  #t REXERZRFEARETAF

Purchase from a related company: M—AEEAREE
Beijing Hengtai Technologies Co., Ltd.  #t REXERZREARETAE

Subcontracting fee to a related company: S —fEERATZHBER ¢
Beijing Hengtai Technologies Co., Ltd. It REKRERZRZERET AR

Technical development fee I —EEERRZ
to a related company: BiHEER -
Beijing Hengtai Technologies Co., Ltd. It REKRERZRZERETAA

Loan to a related company: m—FEEEQRER
Beijing Hengtai Technologies Co., Ltd.  t REXERZRFEAREFAH

Included in trade receivables at 30 June 2011 was an amount
due from Beijing Hengtai of HK$10,855,000 (2010:
HK$1,230,000) which was in trade nature. The Group
allowed credit periods of up to 180 days, depending on the
product sold to its related parties.

Included in prepayments, deposits and other receivables at
30 June 2011 were advances to Beijing Hengtai of
HK$188,551,000 (2010: Nil) for purchases of goods.

Heng Xin China Holdings Limited
Annual Report 2010/2011

(a) &/ ~EEREEEALETY
ERXZWMT :

2011 2010
—2——F —F-FF
HK$’000 HK$'000
TET FHT

1,685

167,233

1,265

671

RZT——FXA=+H  BRE
FEEBRESHE 2 Bt B
ZFIE10,855,0008 T (ZE—F
£ 11,230,000/ 7T) - AEEME
BEATREZ2EESSERA—F
N+A8 - BIREEZERME °

RZT——FXA=+H  BHX
1B - e REAMEBGRERIEME
BEEMAIREREINZERMNK
188,551,000 T (ZE—F4F : &
BIT) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

36. RELATED PARTY TRANSACTIONS

(Continued)

(a)

(b)

(Continued)

Included in trade payables at 30 June 2011 was an amount
due to Beijing Hengtai of Nil (2010: HK$17,471,000) which
was in trade nature. The Group normally paid in advance for
the purchase of goods for the year.

Other related party transactions

In addition to the above, the Group had entered into an
Intellectual Property Rights Permission Use Agreement and
a Cooperative Agreement (the “Agreements”) with, 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 training 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 HK$30 million every calendar year.

During the year, the Group recognised service income of Nil
(2010: HK$36,494,000) from the above mentioned technical
support services from Beijing Hengtai.

BE-F-—FXASTRLEE

36. ElEEALTRE @

(a)

(b)

(%)

RZE——FXA=+H8 " EN
EREEBEREZHEE 2 EFIER
BEREREZEAT(ZE—ZF :
17,471,000 70) - AEE —5t
FRABEZEREANR

HibBEREALRS

Br EXXPritE SN - AREEEIERIE
NN —EZNFHANB KR
TENEFRHANBRI LA BERERT
AER G ®EREERZE ([ZFH
&) - BOBEAH20F < R
Fhhek o ARBEAERIERESRT
itz KB ERE - Ml R EHRK R A
& B MRS E R PRI Ml
XF o AR ERHERERRLE
=FERERANFRERMFIIRK
MIScHs o 2R - RIS B HIRAEHE
BEZEWACENFESE THOF
HIR(E A E R £ 2 B E 2K
DARB 3% E  EBEFTHE
i#%30,000,000/8 7T, °

TR AREER LML RERZE
T RIS ERIREWAZTB T
(ZZ—Z 4 : 36,494,000/ 7T) °

EEREZERERAR
2010/2011 F F R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011

36. RELATED PARTY TRANSACTIONS

(Continued)

(c) Compensation of key management

personnel of the Group:

BE_T——FX A=+THLFE

36. ElEALTRZ @

(c) AEBXTEEBAEZ
BN

2011 2010

e ] -~ =~
HK$’000 HK$’000
FiBT FiB

4,983 4,533

24 20

Short term employee benefits REREBRET
Post-employment benefits RKE 18 F)

— defined contribution plans — ERRHRETE
Share-based payments expenses VAR 19 2 1+ 5108
Total compensation paid BENEEERAE

to key management personnel 2 EH N

4,553

Further details of directors’ emoluments are included in note
11 to the financial statements.

37. 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 in respect of
the liability of the defendants under a forbearance agreement
to the extent of HK$25,000,000; and

failed to honour two cheques in the sum of HK$2,500,000
each, totaling HK$5,000,000 plus interests and costs given
by a former director (the “2nd Defendant”) in his personal
capacity out of a bank account with has been by then formally
closed by the Company.

Heng Xin China Holdings Limited
Annual Report 2010/2011

EWEEMG 2k — SR BN
BREME -

37. WREE

ARAE_TELET_A-tHAZAE
AP miER S _REREA - REHE
BARRE :

(i) KRELRBEBECHEMN HZEES
A& %8 /25,000,000 T2 B &M
ER 2 R R BERER - &

(i) REEHIRZH2,500,0008 7T H A
AAEREERBUEZRITP AR
2 Mk T + & #£5,000,000/%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RHRRME

FOR THE YEAR ENDED 30 JUNE 2011

37. CONTINGENT LIABILITIES (continued)

The Company filed its defence on 28 March 2008 and witness
statement on 30 July 2009. The witness statements had been
exchanged. The trial hearing took place on 24 November 2010
and attempts have been made by the parties subsequently for a
global settlement between the plaintiff and the 2nd Defendant.
However, despite prolonged negotiation between the plaintiff and
the 2nd Defendant, the parties failed to reach a settlement. Hearing
for directions took place on 14 February 2011 before the Court.
However, the parties have been unable to complete settlement
within 28 days from the date of the above hearing. On 11 May
2011, the parties have fixed the adjourned trial for about 7 days

from 4 January 2012.

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.

38. FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

BE_Z——FR A=1THLHFE

37. AREE »

ARRBERZZEZNF=A-+NBRER
NMBEYR -_TTAFLA=1H TE':?&E%—&
ABRILE - B ARME DRI -
ERZE—ZFF+—A= +E5ﬁﬂ'ﬁ
ERRWEREABEEXEEME

i B REEERE 'E?%%ZQ&&HQ%%%&
SRERMER - ETRIRAER T ——%F—
RA+mMBEEERE - A1 - I REER
batEeF H BERT28 A NTEA AR -
T——FRA+T—H EHREEREZ
T-_F-ANBRERHEBET -

AA —
Q
N —

EEERMHEARIREZHRR X
ERAEEZERERZZZRR AR
RIY AR ARNIERE - Bt KA
RARLEMERI NRABTEHE
A% F e AA Sl R 2 R RF B -

[ iR A NG A=/
BET M EMET S ARERE SRR A
ZARTHERSRLFA

38. 2R T A

(@) EMIEZDE

Financial assets
Fair value through profit or loss
Loan and receivables
(including cash and cash equivalents)

Financial liabilities
Amortised cost

2011 2010
— T — — T Nty
HK$°000 HK$’000
FERT FAET
CRMEE
FFABRERZATE 8,550 —
B R IE
(BEHEeRRSEFEN 920,357 776,672
SHMEE
B SH PR AR 439,693 469,787

EEHEZERERA
2010/2011F 5 1R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011
38. FINANCIAL INSTRUMENTS (continueq)

(b) Financial risk management objectives

and policies

The Group’s major financial instruments include trade
receivables, deposits and other receivables, financial assets
at fair value through profit or loss, cash and cash equivalents,
trade payables, other payables and accruals, promissory
note, obligations under finance leases, other borrowings and
convertible notes payable. Details of the financial instruments
are disclosed in respective notes. The risks associated with
these financial instruments include market risk (currency risk,
interest rate risk and price risk), credit risk and liquidity risk.
The policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a timely
and effective manner.

Market risk
i. Currency risk

The Company’s functional currency is Hong Kong dollar
and the functional currency of the majority of the
subsidiaries is Renminbi. The Group’s transactions,
trade 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 and no currency risk
sensitivity is disclosed.

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.

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

38. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives
and policies (Continued)

Market risk (Continued)

ii.

ii.

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to obligations under finance leases, promissory
note and other loan. The Group is also exposed to cash
flow interest rate risk in relation to variable-rate financial
assets of bank balances. The Group has not used any
interest rate swaps to mitigate its exposure associated
with fluctuations relating to interest cash flows.

The Group currently does not have interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest
rate exposure should the need arise.

In the opinion of the directors of the Company, no
interest rate sensitivity is disclosed as the interest rate
sensitivity does not give additional value in view of
insignificant exposure of interest bearing bank balances
and borrowings as at the end of the reporting period.

Price risk

The Group’s financial assets at fair value through profit
or loss include listed equity securities in Hong Kong.
These listed equity securities are subject to market
price risk. The management considers that the market
price risks of these investments are not significant to
the Group and no price risk sensitivity is disclosed.

HE-F——FAA=ZTALER
3. @I T A »
(b) BHEMREEEEZRK

R )

SR ()

ii.

ii.

T2 2 B

AEBATEBERNE
T AAEBRMEMEREA
Bz AFENRRR - A&
B IR AK BIRTTRERZF B
TREEAMZASRERN
KR o AEE I ERAE
M &2 A K AP R E A
AEXBRRERENETRNEGHE
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5% B B Al I R KR IR
oA EREERME
R - XHREERERY
HEAMERR

ERNHERRABRITER
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R MERGRELEELR
SMEE - MARBEFEAR
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ZEREERERES LD
ZBRARFES o ZFELWRA
BEFAAE IS ERER o
EEERR/LFREZDS
EREREAEEMD S LT
BX - 8 8B ER R
RE -

o

EEREZERERAR
2010/2011 F F R

185



136

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR HRRME

FOR THE YEAR ENDED 30 JUNE 2011

38. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (Continued)
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 2011 in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in
the consolidated statement of financial position.

In order to minimise the credit risk, the management has
delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to
ensure that follow-up action is taken to recover overdue
debts. In addition, the Group reviews the recoverable amount
of each individual trade debt at the end of the reporting period
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 2011 is mainly from five major customers which
accounted for 27% (2010: 85%) of trade receivables. The
Group has closely monitored the recoverability of trade
receivables and taken effective measures to ensure timely
collection of outstanding balances.

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011 HEZZ——XA=+tHLFE

38. FINANCIAL INSTRUMENTS (continued) 38. €T A @
(b) HBEAREEERERK

(b) Financial risk management objectives

and policies (Continued)
Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintain a level of cash and cash equivalents deeded
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows.

The following tables details the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The tables
have 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. Such non-derivative financial
liabilities outstanding at the end of the reporting period are
considered as if outstanding for whole period.

i 4C:))
REBES AR

REERBDESRRE - AEEE
RRBRFEEERRENAAEH
ZEEBBRNESMBERESRER
BrREZRERBASSTEYK

7 o

TRBIIAKEZFTESRAR
BTENFY - ZRDIRBEAEHE
RAFEEREESHMBEIRFH
HreeBABBRANRASTER
B ZEFNTLEERMBBERNRES
RAREER G SN EERERD
[

Jil S

o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THIEFE
38. FINANCIAL INSTRUMENTS (continued) 38. €RtT A »
(b) Financial risk management objectives (b) MEREBEEEERK
and policies (Continued) - ¥¢ ),
Liquidity risk (Continued) REELER (&)
Total More than More than
contractual 1 year but 2 years
Carrying undiscounted Within 1 year less than but less
amount cashflow  orondemand PATE than 5 years
CrEZiE]
HeNE —ER —EHE MENL
REE &g HREX MERR BEHR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TERL TERL TRL TEn
2011 “2--F
Trade payables, BB EtERHE
other payables and accruals ~ REiF BB 154,262 154,262 154,262
Promissory note RRER 8,000 8,235 8,235
Obligations under finance RARNER
leases 886 967 430
Other loan EER 12,041 12,524 12,524 -
Convertible notes payable ~ JEf 2R ZHE 264,504 305,025 - 305,025
439,693 481,013 175,451 305,132
Total More than More than
contractual 1 year but 2 years
Carrying undiscounted Within 1 year less than but less
amount cash flow or on demand 2 years than 5 years
aHFERR
Eeng —ER —FhE MENE
EHE &% FEEX MEUR REHA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TER TET AL TER
2010 Z8-%%
Trade payables, RS EHEAE
other payables and accruals ~ RE: B 261,862 261,862 261,862 - -
Obligations under BEAROER
finance leases 1,281 1,397 430 430 537
Loan from a shareholder RE—ERRZER 30,000 30,742 30,742 - -
Convertible notes payable R AT ARZE 176,694 264,725 - - 264,725
469,787 568,726 293,034 430 265,262

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RHRRME

FOR THE YEAR ENDED 30 JUNE 2011

38. FINANCIAL INSTRUMENTS (continued)

(c) Fair value

The fair value of financial assets and financial liabilities are
determined as follows:

—  the fair value of financial assets and financial liabilities
with standard terms and conditions and traded in active
liquid markets are determined with reference to quoted
market bid prices and ask prices respectively; and

— the fair value of other financial assets and financial
liabilities is determined in accordance with generally
accepted pricing models based on discounted cash
flow analysis.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial statements
approximate their fair values.

Fair value measurements recognised in the
consolidated statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based
on the degree to which the fair value is observable.

° Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities.

° Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from
prices).

BE_Z——FR A=1THLHFE

38. €W T A &

(c) 2¥E
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THIEFE
38. FINANCIAL INSTRUMENTS (continued) 38. €@ I A ®»
(c) Fair value (continued) (c) 2¥E @
Fair value measurements recognised in the REEHMBERRAERABERZA
consolidated statement of financial position FEFE (&)
(Continued)
e Level 3 fair value measurements are those derived from o ZE=FAVEFENERE
valuation techniques that include inputs for the asset FEWFEAATERETIGEIE A
or liability that are not based on observable market data A7 EELBREEAER
(unobservable inputs). (TR AER) 2EHE
FERTEERG o
All of the Group’s listed equity securities investment of REBZAELTRABTLHEE
HK$8,550,000 (2010: Nil) were categorised under level 1 8,550,000 L (ZE—FF : &)
fair value measurement. HEREE—RATENENE -
The carrying amounts of the Group’s financial instruments AR B R AR SR A AN DI BR 2
carried at cost or amortised cost are not materially different CRTAZERmMERERN - ——
from their fair values as at 30 June 2011 and 2010 except FRZF-ZFFNA=ZTHZAF
as follows: BUMERER - MBI

2011 2010
—g——% —ET—ZF
Carrying Fair Carry Fair
amount value amount value
AREE AFE FREE YNSRI
HK$’000 HK$’000 HK$'000 HK$’000
TET THERT FET FHETT

Convertible notes FE AR R R
payable 264,504 282,838 176,694 211,112

Heng Xin China Holdings Limited
Annual Report 2010/2011



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2011

39. PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY

Hz-T—

—FXRA=THLFE

3. A RBEEMBLAT 25
(]

RRREBMBRARNR-T——FXA

Details of the Company’s principal subsidiaries as at 30 June 2011

are as follows: =THZFHEAT :
Name of subsidiary Place of Issued and Percentage of
incorporation and paid up capital/ equity interest held
operations registered capital by the Company Principal activities
MR BERTR RRFAMERE
MEAFER EERY BRRA/EMER 2B IERE
Direct Indirect
ER  HE
Heng Xin Management Limited Hong Kong 1,000,000 ordinary shares of 100% - Provision for
HK$1 each management services
BHERERAR BE 1,000,000 8 REETET REEERRE
LER
Wisest Yield Limited British Virgin Islands 1 ordinary share of US$1 each - 100% Investment holding

China Champion Development Limited

PERRERAA

Shenzhen Champion Maxiumic
Group Co., Ltd. (formerly known
as Shenzhen Champion Maxiumic
Technologies Co., Ltd)

AP ERCREERAA
(A RYIPERCRRERAT)

AREBRES

Hong Kong

A

The People’s
Republic of China

REARENE

IREREEIXT ERRK

10,000 ordinary shares of
HK$1 each

10,000 ERAE1B T ERR

RMB163,255,750

AR #163,255,7507T

RALR

100% Investment holding
and trading of
electronic parts

REERREE
ETERHA

100% Investment holding,
digital cable television
business, general
trading and provision
for technical services

REBR  BHRET
EREE K
& 5 RRER iR

EEREZERERAR
2010/2011 F F R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHRRMNE

FOR THE YEAR ENDED 30 JUNE 2011 HE-Z——FXA=THIEFE
39. PARTICULARS OF PRINCIPAL 390. KRR ETEMEBARIZ5F
SUBSIDIARIES OF THE COMPANY 15 @)
(Continued)
Name of subsidiary Place of Issued and Percentage of
incorporation and paid up capital/ equity interest held
operations registered capital by the Company Principal activities
EMER LR BRTR KRR FERE
KEARER EENE BRRA/EMER 2B TEEY
Direct Indirect
ER  BE
Hebei Champion Maxiumic The People’s RMB10,000,000 - 100% Investment holding,
Technologies Co., Ltd Republic of China digital cable television
business, general
trading and provision
for technical services
AP EEEMRAERAR hEARLNE AR 10,000,007 REER BREATER
B —REHR
AR B AR 7%
Huzhou Mingxin Micro — The People’s RMB10,000,000 - 100% Research, design,
Electronic Co., Ltd Republic of China manufacturing and
trading of wireless
digital audio products
and related solutions
and services
ANACHEFRABREERA mEARANE AK 10,000,007 B Rit HEREE
ERATEHEQR
RERALTERRHK
Beijing Jingiao Hengtai Technology The People’s HK$200,000,000 - 100% Wireless digital
Co., Ltd Republic of China terrestrial television
network equipment

integrated business,
research, design,
manufacturing and
trading of information
safety products

R eBEFNRERAT mEARANE 200,000,000 7 WEEREFERER
REENER WE-
Fit HERBERR
ZREm

Heng Xin China Holdings Limited
Annual Report 2010/2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e RHRRME

FOR THE YEAR ENDED 30 JUNE 2011

39. PARTICULARS OF PRINCIPAL

BE_Z——FR A=1THLHFE

9. KRR X EMBAR &
(]

SUBSIDIARIES OF THE COMPANY (#)
(Continued)
Name of subsidiary Place of Issued and Percentage of
incorporation and paid up capital/ equity interest held
operations registered capital by the Company Principal activities
EME LR BRTR KRR FERE
KMEARER EENY BRRA/EMER 2B TEEY
Direct Indirect
ER  BE
Beijing Zhongguang Shitong The People’s RMB20,000,000 - 100% Wireless digital
Technology Co., Ltd Republic of China terrestrial television
network equipment
integrated business,
research, design,
manufacturing and
trading of information
safety products
AR ERBHBRERAR PEARLNE AR %20,000,0007C WHESHTERBR

The above table lists the subsidiaries of the Company which, in

the opinion of the directors of the Company, principally affected

the results or assets of the Group. To give details of other

subsidiaries would, in the opinion of directors, result in particulars

of excessive length.

None of the subsidiaries had issued any debt securities at the end

of the year.

BEENER WE-
Bit PERERES

REER

ERFAIIDARREERBREAEE R
BMAEEBEAFEZARAMBR
Al EBEEZRA MIIHEMHBRARZ
HEEB/RITE -

FRB|ENBARCETEMERE
%O

EEREZERERAR
2010/2011 F F R



SUMMARY OF FINANCIAL INFORMATION
MBERBE

A summary of the results and assets and liabilities of the Group for each AEEREAMBEESF EEREER G
of the five financial years is as follows: ZoT o

RESULTS E

Year ended 30 June
BERAZtHLEE

2007 2008 2009 2010 2011
“ETLEF Y =
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
TAET FTAET FET FTET TR
Revenue e 16,101 32,821 339,365 653,260 676,624
(Loss)/Profit before taxation BRBAT (B18) /&7 (2,995) (15,838) 123,435 204,375 234,369
Taxation IR - - (5,429) (8,730) (27,766)
(Loss)/Profit for the year FR(EHE) S BH (2,995) (15,838) 118,006 195,645 206,603
Attributed to: Hep e
Owners of the Company N/NIEZEPN (2,995) (15,838) 110,698 181,042 201,942
Non-controlling interests RS - — 7,308 14,603 4,661
(2,995) (15,838) 118,006 195,645 206,603
Basic (loss)/earnings per share SREK(FR) /B
(HK cents) (L) (0.64) (2.86) 11.28 11.50 9.50
Diluted earnings per share SREERT N N
(HK cents) () N/A TN F N/A TN F 11.27 10.28
ASSETS AND LIABILITIES EERAE
2007 2008 2009 2010
e —“EENE —TTNE “T-%F
HK$'000 HK$'000 HK$'000 HK$’000
TET TET THL AT
Non-current assets ERBEE 478 37,316 354,032 1,022,244
Current assets MEEE 3,398 30,352 349,088 551,757
Current liabilities mEBE (1,944) (1,340) (213,605) (306,536)
Non-current liabilities ERBDAE - - (3,062) (179,847)
Net assets AEFE 1,932 66,328 486,453 1,087,618 1,685,728
Equity attributable to owners A/NCIE 2= DN
of the Company [EihHER 1,932 66,328 477,024 1,058,043 1,685,728
Non-controlling interests R R - - 9,429 29,575 =
Net assets BEFE 1,032 66,328 486,453 1,087,618 1,685,728

Heng Xin China Holdings Limited
Annual Report 2010/2011
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Heng Xin China Holdings Limited
B EZERERA A

Unit 2, 24/F, Harcourt House, 39 Gloucester Road, Wanchai, Hong Kong
A BT ETITEIRERAE24182%

Tel &5 : (852) 3678 5500
Fax 85 . (852) 3178 9884
Website #31F : www.hengxinchina.com.hk
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