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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.
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CORPORATE CHART

NRIREE

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

THRBRES

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 2012.

FINANCIAL PERFORMANCE

For the financial year ended 30 June 2012, the Group recorded a
consolidated revenue of approximately HK$612.5 million (2011:
HK$676.6 million) and a profit attributable to equity holders of the
Company of approximately HK$152.9 million (2011: HK$201.9 million).
The basic earnings per share was approximately HK6.12 cents, compared
to approximately HK9.50 cents of the last financial year. The directors
do not recommend the payment of any dividend for the year ended 30
June 2012 (2011: Nil).

BUSINESS REVIEW AND FUTURE PROSPECTS

During the financial year ended 30 June 2012, based on the progress of
its business development and in response to the market condition, the
Group continued to devote its effort to consolidate and drive the growth
of its principal businesses according to its established development
strategic plan, and optimize the development pattern for those principal
businesses. The Group continued to put more resources on market
exploration of, and increase its investment in, digital television broadcast
industry in the PRC, in particular the three networks integration business
in cable digital television, laying a foundation for sustainable growth
and achieving remarkable results.
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STATEMENT FROM CHIEF EXECUTIVE OFFICER

THRBRES

As for the wireless digital television industry, based on the progress of
its business development and in response to the market condition, the
Group focused on implementing the structural optimization and
adjustment for the wireless digital terrestrial television network
equipment integration business to enhance the after-sale services for
system and equipment integration business in contracted region, laying
a foundation for the business optimization and adjustment for the
business segment. In addition, the Group endeavored in strengthening
and promoting value added services for the wireless digital television
business, and signed agreements on the operation of regional wireless
digital television value added services and cooperation with the operators
for the provision of value added services for regional wireless digital
television business in contracted regions, thereby creating favourable
conditions for the growth of such business.

As for the cable digital television industry, the Group continued to
implement its strategic development plan to adapt to the three networks
integration policy in digital television broadcast industry and meet the
huge market demand in the PRC. The Group put great effort in driving
the growth of its business in contracted regions during the financial
year ended 30 June 2012, continued to improve the quality of the service
of our cable digital television business, provided system solutions for
the cable digital television two-way conversion business, actively
promoted research, development and sales of its products, continued
to consolidate our customer base and strategic partnership in the
industrial chain of such segment, and established our position as an
operator of television broadcasting integrated businesses. The Group
has realized impressive economic efficiency of the segment and laid a
solid foundation for the sustainable growth of the Group.
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STATEMENT FROM CHIEF EXECUTIVE OFFICER

THRBRES

As a reputable and large-scale designer and supplier for wireless audio
baseband integrated circuits and information security technology
products, during the financial year ended 30 June 2012, the Group
continued to consolidate its existing customer base and our cutting-
edge products and technology, put great effort in exploring new domestic
and overseas markets, increase our market shares, and strengthen the
in-depth 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.

The Group always follows and adapts to the development and demand
of the market in Mainland China. We have grasped the huge business
opportunities, and formulated our development strategies based on our
philosophy of market, customer, technology, service and earnings-
oriented development. We aim to grow bigger, stronger, and better in,
as well as adjust and optimize the structure of, 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 will be able to further grab a foothold and penetrate in
the markets of wireless digital television and digital cable television value-
added services businesses, continue to improve the digital television
business in the contracted regions, expand into new markets, keep
strengthening the research and development and promotion of the
application of the technology and products in this field, upgrade the
overall quality of its services and the scale of operation of the digital
television business, 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 shares and bring in new sources of growth in revenue.
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STATEMENT FROM CHIEF EXECUTIVE OFFICER

THRBRES

Looking onward, the Group will continue to capitalize on the vast
domestic demand in the PRC and formulate a strategic plan for
sustainable development. With clear market positioning and aggressive
market expansion, the Group has established an effective business
operation model, and gained sophisticated experience in business
development, long-term partnership and customer base, which will
enable the Group to achieve a more sustainable competitive edges for
the business development with the greatest economic benefits. The Board
expects that this will bring about long-term and greater benefits to the
Group.

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

Xiao Yan
Chief Executive Officer

28 September 2012
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MANAGEMENT DISCUSSION AND ANALYSIS

MIEJEHTHHH& *ﬁ'

THE GROUP

The Group recorded a decline in its overall results for the financial
year ended 30 June 2012 as compared to the overall business
results for the financial year ended 30 June 2011. In response to
the market structure and based on the overall plan of the Group,
the Group has substantially completed the transition from the
wireless television operation to the digital cable television
operation.

BUSINESS REVIEW

For the financial year ended 30 June 2012, the Group has been
operating the following major business segments:

Digital cable television business

Based on the progress of its own development, in response to the
general market and under the overall business plan of the Group,
and capturing the opportunity brought from the “three networks
integration” policies, the Group has made a transition from the
wireless television operation to the digital cable television operation
and actively provided solutions for digital cable television reform
projects, achieving a great leap forward in research and
development, design, production and sales and establishing its
position as an operator of integrated television broadcasting
business in the industry.

With the business expansion and active operation during the
financial year ended 30 June 2012, the Group has already obtained
the operation rights on 12.2 million cable television subscribers in
such provinces as Jiangxi, Anhui, Hebei and Shanxi for a term of
12 to 15 years, and the operation rights on the wireless television
business in Hebei province. The Group has fully completed its
transformation, and has established its position as an operator of
television broadcasting integrated businesses in the industry.
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MANAGEMENT DISCUSSION AND ANALYSIS
MIEJE n_.l- nHH& *ﬁ'

The Group has achieved stable progress for its network construction
project in the integration of the three networks and greater than
expected revenue for the digital cable television operational
business in rural areas. The revenues for the year ended 30 June
2012 amounted to approximately HK$153.5 million (around 25%
of the total revenue of the Group). The revenue comprised
operational revenues from basic subscription and other value added
technology as well as market service income arising from the
1,000,000 subscribers of the Hebei rural television network and
sales of digital cable television business related products. The basic
network construction for approximately 400,000 subscribers of
broadcasting television in the rural areas is underway and expected
to be completed in 2012.

With the assistance of externally engaged market and technology
experts, the Group has made steady progress on the development
of client channels for the technology development, products and
services, which set up a solid platform for further sales of products
in the cable market. The Group won the bid for supply of MOCA
products in Ningxia Autonomous Region (throughout the province),
and will commence the supply in the next financial year.

The Group’s existing operation right on value-added business covers
areas such as Anhui and Nanchang of Jiangxi province. The Group
has signed contracts on establishment and operation of value-
added business for 5.5 million cable television subscribers. In Hebei
province and Datong of Shanxi province, the Group has signed
contracts on establishment and operation of basic television
business for 3.7 million cable television subscribers. The platform
construction and testing for the 301 remote medical treatment
project have been completed and the sale has already commenced,
with contracted units and intended contracted units located in
provinces and cities such as Shaanxi, Liaoning, Guangdong and
Xinjiang.

The convenience payment project throughout Hebei province
cooperated with jil it — 3@ (Hebei One-Card) and 1t & /&%t
B3 (Beijing Haike Rongtong) stepped into the stage of
implementation.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEBENWE D

Wireless digital television value-added
services

The Group has signed contracts for the operation of wireless digital
mobile television in Hebei province, under which 60,000 display
panels will be installed in public areas and value-added advertising
business will be carried out. During the first quarter of 2012, the
Group has completed the construction of 1,000 display panels in
public areas.

As announced by the Company on 24 August 2011, the Group
has entered into a cooperation agreement with 1t = ZEE /7 @&
HEHE B R A A (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 displays in Hebei province (“Hebei
Mobile Advertising Business”) for 10 years. Amongst others, Beijing
Huaxia shall contribute to the Hebei Mobile Advertising Business a
cooperation development fee of RMB200 million in two
installments on the fifteenth business day and the thirtieth business
day from the date of the cooperation agreement to accelerate the
development of the project. During the financial year ended 30
June 2012, the Group has received RMB100 million from Beijing
Huaxia. The remaining payment of RMB100 million has not yet
received as the Group has taken a longer time than originally
expected to prepare and plan for the roll out of the new advertising
panels. Given that the payment from Beijing Huaxia is to assist the
Group in purchasing the new advertising panels, as a result of the
delay of the Group’s own plan to add the new advertising panels,
Beijing Huaxia has corresponding delayed the payment of the
remaining RMB100 million to the Group. The delay in rolling out
the new advertising display panels does not materially affect the
business operations of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEBN W&

Wireless digital terrestrial television
network equipment integration business

Steady progress has been made on the sales of set-top boxes and
related products during the year ended 30 June 2012. This business
segment made less contribution to the net profit of the Group as
a result of relatively substantial impact from the weak market.

All trade receivables from Hubei Chutian CTV Network Co., Ltd.
related to this segment (#dt & X R 448 B R & 2 al) for
the previous financial year were fully recovered. Other than the
after-sales service of the wireless television operation, the wireless
television platform integration business has been substantially
closed in Hunan and Hubei provinces.

Information safety technology business

As a selected enterprise of China Telecom Group, the Group has
participated in the construction of telecommunication base stations
in Yunnan, Jiangsu, Hebei, Heilongjiang, Henan and Zhejiang
provinces in China, leading the Group to enter into a lucrative
telecommunication operators’ market with consumption capacity
of hundreds of billions dollars every year. With the promotion of
three networks integration in telecommunication, the business
focuses of three largest operators have shifted to mobile internet
and fiber to the home (“FTTH"). The Group’s newly developed
base environment-controlling products and optical fiber quick
connectors are completely compatible with the business modes of
these telecom operators. In addition, the Group has been listed in
the suppliers’ lists for centralized procurements of China Unicom
and China Telecom Corporation and had already won the bid from,
and commenced to make supply, to the Jilin branch of China
Unicom. The telecommunication business will definitely be a new
profit driver of the Group in the future.

The system integration projects have brought much contribution
to such areas as medical services, plant integration, and
government’s centralized procurement by utilizing 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 won the bids and
been shortlisted in several large government procurements such
as Beihang University, China Southern Airlines, Xinhua Airlines and
University of Technology.
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Wireless digital audio products business

During the year ended 30 June 2012, the total revenue generated
from this business segment was mainly attributed to those from
clients in Mainland. The demand from overseas customers in this
business segment further increased as a result of the stronger
demand from overseas market in 2012. The number of new
customers in the export segment of the Group has been
significantly increased. The Group’s market share has been growing
correspondingly with the expanding scale of cooperation with the
domestic and overseas clients over the past few years.

PROSPE@ES

The development plan of the Group for the coming five years still
focuses on the growth of the four major business segments, namely,
digital cable television, wireless digital television value-added
services, information safety technology business and wireless digital
audio products business. The Group has the philosophy of market-
oriented development based on technology with the provision of
services as the profit driver. This will assist the Group in maintaining
its competitive edges and its sustainability.

The third quarter of 2012 will be a quarter of continuing success
for the Group’s operation of television broadcasting business. The
Group will have to reinforce its service standard to better serve
the contracted television broadcasting subscribers in order to lay a
foundation for achieving the overall objectives of development of
the Group, and more importantly, seek new opportunities for
cooperation in other provinces and expand its business considerably
in the provinces where cooperation has been established.

Based on the current progress of the network construction of the
Group, it shall be expected to complete the construction of a
network for approximately 1.4 million basic cable television
broadcasting subscribers and 300,000 value-added cable television
broadcasting subscribers, and the installation of 12,000 electronic
advertising display panels in the contracted regions in 2012.
Moreover, the management expects to sign contracts with
approximately 3 million new televisions broadcasting subscribers,
generating a promising growth in profit and long-term value for
the Group.
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The Group has won the bid and will deliver 10,000 units of MOCA
core network devices and approximately 50,000 units of MOCA
terminal in the coming two years. The Group has formed a
partnership in Ningxia for entering the MOCA market. In Liaoning,
the Group has made a breakthrough in market expansion, having
sold devices with aggregated value of millions of dollars, and
expects to achieve a further breakthrough in the future. The Group’s
profit will be significantly benefit from the cooperation of China
Mobile and the television broadcasting operators under three
networks integration in the future. As low frequency technology
was used by the television broadcasting operators in prior years,
only high frequency technology can be used under the cooperation
of China Mobile and the television broadcasting operators.
Therefore, the sales of MOCA will increase to a greater extent.

For the telecommunication business, the Group, aiming at
capturing more market shares and building a new profit driver,
commenced to arrange its human, material and financial resources
for the development of its own products and 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.

For the wireless digital audio products business, orders for mass
production from new projects have been secured in respect of the
fourth quarter of 2012. It is expected that the Group can greatly
expand its market share. Among all, Apple accessories project is 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 there is any greater impact on the export
market, and has achieved remarkable results in terms of market
shares and sales volume, which will be a great start for the domestic
sales market. The Group will strive to enter into new consumer
and automotive electronics markets in order to bring a new and
rapid profit driver for the Group.

In the next three years, the Group will definitely continue to
promote, upgrade and develop 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 growth of the Group.
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FINANCIAL HIGHLIGHTS MBEHE
For the year ended 30 June (HK$'000) 2011 2012 Change
BEAA=THLEFE (T#ET) —T——f “E-CF 28
Revenue gz 676,624 612,460 -9.5%
Gross profit E7 313,222 257,830 -17.7%
Profit before taxation BR AT 234,369 166,977 -28.8%
Profit for the year FREF 206,603 152,904 -26.0%
Profit attributable to owners BEANEGEF 201,942 152,904 -24.3%
Earnings per share (HK cents) FREF () 9.50 6.12 -35.6%
Dividend per share SRS — — -
REVENUE BY SEGMENT pal g
Segment
28
Wireless
Wireless digital digital terrestrial
television Wireless television network
Digital cable value-added Encrypted digital audio equipment
television business services integrated circuits integrated circuits integration Total
R BRYTER R BERRUFER
HFERER BERY NESH HFERSH RERBER @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TET TAT FAR TAR TAT
Revenue Wa
Year ended “E-—%#XA=tH
30 June 2012 IHEE 153,532 48,074 101,549 183,506 125,799 612,460
Year ended —E——&5 A=1H
30 June 2011 JI=:35; 167,058 - 265,063 187,819 56,684 676,624
% to total revenue HEREEAHL
Year ended “E-—%XA=1H
30 June 2012 I35
25% 8% 17% 30% 20% 100%
Year ended “E-—%xA=1H
30 June 2011 IFERE
25% — 39% 28% 8% 100%
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OVERVIEW OF ASSETS AND LIABILITIES

BEREME

As at 30 June (HK$'000) 2011 2012 Change
RAB=1H (F#&xn) —T——F —E-Zf %
Inventories & 7,098 174,406 +2,357.1%
Trade receivables FE TR 3K 509,956 447,951 -12.2%
Prepayments, deposits and BRFRE &

other receivables T b JE I FR0E 260,062 375,748 +44.5%
Financial assets SREE 8,550 2,610 -69.5%
Cash and cash equivalents BekBeSEYN 288,477 149,044 -48.3%
Others Hith 50,257 1,731 -96.6%
Current assets RBEE 1,124,400 1,151,490 +2.4%
Property, plant and equipment nE - BEREE 123,215 232,352 +88.6%
Goodwill HE 753,146 753,146 —
Intangible assets BVEE 77,772 123,543 +58.9%
Deposits for acquisition of WEERBEE

non-current assets A 32,739 97,594 +198.1%
Trade receivables U ER K 57,807 — -100%
Non-current assets FRBAE 1,044,679 1,206,635 +15.5%
Trade payables BT ER 3K 125,164 50,562 -59.6%
Other payables and accruals H o e 5RIR B 5T B A 22,331 12,833 -42.5%
Receipts in advance BUEER 6,767 34,159 +404.8%
Promissory note EEEE 8,000 2,000 -75.0%
Other borrowings Hifa3 12,041 — -100%
Convertible notes payable ERTIRRER - 195,849 N/A &
Tax payables FE&T 41,675 42,484 +1.9%
Others Hith 375 406 +8.3%
Current liabilities REEE 216,353 338,293 +56.4%
Total assets less current liabilities HMEEFRDERE 1,952,726 2,019,832 +3.4%
Non-current liabilities FRBEE 266,998 75,770 -71.6%
Net Assets EEFE 1,685,728 1,944,062 -15.3%
Current ratio RE = 5.20 3.40
Gearing ratio EREEILE 0.01 0.00

Heng Xin China Holdings Limited
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FINANCIAL REVIEW

For the year ended 30 June 2012, the Group recorded a consolidated
revenue of approximately HK$612.5 million, representing a decrease of
approximately 9% as compared to HK$676.6 million in the last financial
year. Profit attributable to shareholders of the Company was
approximately HK$152.9 million, a decrease of approximately 24 %
compared to approximately HK$201.9 million in the last financial year.
Basic earnings per share was approximately HK6.12 cents, a decrease of
approximately 36% compared to approximately HK9.50 cents for the
last financial year.

Revenue

During the year ended 30 June 2012, the revenue of the Group was
principally derived from the following business segments.

(i) Digital cable television business

The revenue for the year ended 30 June 2012 generated from the
digital cable television business amounted to approximately
HK$153.5 million (2011: HK$167.1 million) or approximately 25%
(2011: 25%) of the total revenue for this financial year, including
operational revenues from basic subscription and other value added
technology as well as market service income arising from the
1,000,000 subscribers of the Hebei rural television network and
sales of digital cable television business related products.
(ii) Wireless digital television value-added services business
Revenue generated from the wireless digital television value-added
services business for the year ended 30 June 2012 amounted to
approximately HK$48.1 million (2011: Nil) or 8% (2011: Nil) of
the total revenue.
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(iii) Information safety technology business

(iv)

(v)

The revenue for the year ended 30 June 2012 generated from the
encrypted integrated circuits and the derived integrated business
amounted to approximately HK$101.5 million (2011: HK$265.1
million) or approximately 17% (2011: 39%) of the total revenue.

Wireless digital audio products business

The revenue for the year ended 30 June 2012 generated from the
wireless digital audio products business and the related technical
services amounted to approximately HK$183.5 million (2011:
HK$187.8 million) or approximately 30% (2011: 28%) of the total
revenue.

Wireless digital terrestrial television network
equipment integration business

The revenue for the year ended 30 June 2012 generated from the
wireless digital terrestrial television network equipment integration
business amounted to approximately HK$125.8 million (2011:
HK$56.7 million) or approximately 20% (2011: 8%) of the total
revenue.

Gross Profit Margin

Gross profit margin of the Group was approximately 42.1% (2011

46.3%).

Heng Xin China Holdings Limited
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Other Income

Other income amounted to approximately HK$62.0 million (2011:
HK$29.6 million). The increase is mainly due to the disposal of certain
idle intellectual properties of the Group. Please refer to the “Intangible
Assets” paragraph below.

Other Operating Expenses

Other operating expenses were approximately HK$131.2 million for the
financial year ended 30 June 2012, compared to approximately HK$87.4
million for the financial year ended 30 June 2011. The increase was
mainly due to the inclusion of allowance for doubtful debt on trade
receivables, net of approximately HK$35.7 million (2011: HK$12.9
million), and increase in loss on fair value changes of financial assets of
approximately HK$4.0 million and other office expenses.

Finance Costs

Finance costs amounted to approximately HK$14.2 million (2011:
HK$16.3 million), of which approximately HK$14.0 million (2011:
HK$15.2 million) represented non-cash effective interest expenses on
convertible notes issued by the Company before their full conversions.

Property, plant and equipment

Property, plant and equipment amounted to approximately HK$232.4
million (2011: HK$123.2 million), representing an increase of
approximately 89% compared to the last financial year. The increase
was mainly due to the purchases of components, such as underground
cable lines, optical transmission equipment and other equipment to
enable the delivery of the intended digital cable television services in
different target regions and pilot cities, which were purchased from the
local television operators and other suppliers selected by the Group.
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Intangible assets

Intangible assets amounted to approximately HK$123.5 million (2011:
HK$77.8 million), representing an increase of approximately 59%
compared to the last financial year. As the wireless television business
of the Group was shrinking, the Group disposed some of its idol
proprietary technology and intangible assets developed within this
business for higher considerations during the financial year ended 30
June 2012. The income from such transfers amounted to approximately
HK$56.7 million (2011: Nil).

Inventories

Inventories amounted to approximately HK$174.4 million (2011: HK$7.1
million), representing an increase of approximately 2,357% compared
to the last financial year. The inventories comprised set-top boxes,
software and equipment for trading. The increase was due to the shift
of sales mix and more inventories were purchased near the financial

year end for resale.
Trade receivables

Total trade receivables (net of allowance for doubtful debts) amounted to
approximately HK$448.0 million (2011: HK$567.8 million), representing a
decrease of approximately 21% compared to the last financial year. Based
on past experience, the directors of the Company are of the opinion that
no provision for impairment is necessary in respect of individual balance of
trade receivables as there has not been a significant change in credit quality
and the balances are still considered fully recoverable. However, the
management of the Company has provided impairment loss of approximately
HK$48.4 million (2011: HK$12.9 million) for individual balance which were
in delinquency of payments.

As at 30 June 2012, the trade receivables resulting from the digital cable
television business cooperation amounted to approximately RMB120.5
million (equivalent to approximately HK$147.9 million), of which
approximately RMB48.0 million (equivalent to approximately HK$58.9
million) was due from provincial television broadcasting operators and
RMB 72.5 million (equivalent to approximately HK$89.0 million) was
due from the business partner of the provincial television broadcasting
operator. Up to the date of this report, the Group has received RMB10
million (equivalent to approximately HK$12.3 million) from these
receivables.
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According to current government policy in China, there is usually only
one state-owned broadcasting entity in each province or region that
has the authority to operate television broadcasting. Typically such a
state-owned broadcasting entity will delegate responsibilities to its
subsidiaries or its business partners to perform such work as digital
television network construction, conversion, digitalisation and related
technical standard setting in the province or region. As such the
broadcasting entity has a virtual monopolistic status in the relevant
province or region, free from competition from foreign or other domestic
television operators. With such special status, these state-owned
broadcasting entities benefit from the growth in demand in television
digitalisation and value added services in their respective areas. In this
industry, the payment terms of the subscribers for the services are
predominantly on a cash/pay in advance basis. Taking into consideration
the aforesaid special status of the state-owned broadcasting entities in
each province or region, the room for expansion of their businesses and
their practice of requiring advance cash payment from subscribers, the
Directors consider that the risk of bad debts relating to these trade
receivables to be extremely low.

The total trade receivable balance of HK$448.0 million included a major
customer of the Group with trade receivable balance of approximately
RMB88.2 million (equivalent to HK$108.2 million) as at 30 June 2012.
The Group also had other receivable from this customer of RMB23.1
million (equivalent to HK$28.4 million), being receivable on sales of
intangible assets. This customer has repaid RMB50.0 million (equivalent
to HK$61.4 million) during and subsequent to the year ended 30 June
2012 respectively. The directors of the Company do not consider the
remaining balance cannot be collected.

Prepayments, deposits and other receivables

Prepayment, deposits and other receivables amounted to approximately
HK$375.7 million as at 30 June 2012, an increase of approximately 44%
when compared to HK$260.1 million as at 30 June 2011. The increase
was mainly due to prepayments to suppliers for purchase of goods and
services as a result of the Group’s increased engagements for
implementation of its businesses during the period under review. The
prepayment was made in the Group’s ordinary and usual course of
business.
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The prepayments, deposits and other receivables balance as at 30 June
2012 included advances to two suppliers of the Group of approximately
HK$128.8 million. The production of goods had been completed by these
suppliers but the deliveries were still pending on the instruction of the
customers of the Group. In certain kind of the Group's business, the
Group was the integrator which required the Group paid trade deposits
in advance to purchase products to fulfill its orders of its customers.

Trade payables

Trade payables amounted to approximately HK$50.6 million as at 30
June 2012, a decrease of approximately 60% when compared to
HK$125.2 million as at 30 June 2011.

Other payables and accruals

Other payables and accruals amounted to approximately HK$12.8 million
as at 30 June 2012, a decrease of approximately 43% when compared
to HK$22.3 million as at 30 June 2011.

Convertible notes

(a) Convertible notes with an aggregate amount of
HK$264,725,000 issued on 4 December 2009

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 “Jingiao
Acquisition” and “Maxium Acquisition”. Further details are set
out in the Company’s announcement dated 4 December 2009.

During the year ended 30 June 2012, the principal amount of such
convertible notes of HK$105,025,000 was converted into
319,225,000 shares of the Company. During the year ended
30 June 2012, all convertible notes related to Jingiao Acquisition
and Maxium Acquisition were converted into the Company’s shares.
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(b) Convertible notes with an aggregate amount of

HK$200,000,000 issued on 28 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.

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

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE DM

PROPOSED TRANSFER OF LISTING FROM GEM
TO MAIN BOARD

The Company has submitted a formal application to the Stock Exchange
on 24 October 2011 for the transfer of listing of the Company’s shares
from GEM to the Main Board under the transfer of listing arrangement
pursuant to the relevant provisions of the GEM Listing Rules and the
Main Board Listing Rules (the “Proposed Transfer”). Following the lapse
of the application on 24 April 2012, the Company submitted a new
application for the Proposed Transfer to the Stock Exchange on 25 May
2012. The new application was returned to the Company by the Stock
Exchange on 29 May 2012 in view of an on-going enquiry by the Stock
Exchange regarding a discloseable transaction announced by the
Company on 7 December 2010. The Company will make further
announcement as and when there are material developments in relation
to the aforesaid matter.

EMPLOYEE INFORMATION

As at 30 June 2012, the Group had 188 full-time employees in Hong
Kong and the PRC (2011: 141). The total employees’ remuneration,
including that of the Directors, amounted to approximately HK$25.3
million (2011: HK$27.4 million).

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 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS
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CAPITAL STRUCTURE, LIQUIDITY AND
FINANCIAL RESOURCES

The Group primarily financed its operations with internally generated
cash flows. As at 30 June 2012, the cash and bank balances of the
Group amounted to approximately HK$149.0 million (2011: HK$288.5
million). The Renminbi denominated balances of approximately HK$128.1
million (2011: HK$205.5 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.

During the year ended 30 June 2012, the Group has net cash inflow of
HK$13.7 million) from its
operating activities, net cash outflow of approximately HK$176.0 million

approximately HK$50.5 million (2011:

(2011: HK$192.5 million) from its investing activities and net cash outflow
of approximately HK$17.8 million (2011: inflow of HK$396.9 million)
from its financing activities.

As at 30 June 2012, the Group had current assets of approximately
HK$1,151.5 million (2011: HK$1,124.4 million), while its current liabilities
were approximately HK$338.3 million (2011: HK$216.4 million). The
current ratio (current assets to current liabilities) of the Group was
approximately 3.40 (2011: 5.20); and its gearing ratio (total borrowings
over shareholders’ funds) was approximately 0.00 (2011: 0.01).

During the year ended 30 June 2012, an aggregate of 321,498,000
new shares were issued by the Company, of which 2,273,000 shares
from exercise of share options, and 319,225,000 shares from conversion
of convertible notes.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FOREIGN EXCHANGE EXPOSURE

During the year ended 30 June 2012, the majority of the Group’s income
and expenses were denominated in Renminbi and Hong Kong dollars.
Up to 30 June 2012, 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 2012.
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 2012, the Group did not have any charges on its assets
(2011 Nil).

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

(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.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWR DN

The Plaintiff discontinued his claim against the Company and filed the
notice of discontinuance on 22 November 2011. On 13 March 2012,
the Company and the Plaintiff had entered into a consent order whereby
the Plaintiff shall pay the Company a total sum of HK$850,000 in full
and final settlement of the Company’s costs (including interests and
thereon) and disbursements. The Company has received the whole sum
of HK$850,000 from the Plaintiff in August 2012.

Save as disclosed above, there were no other material outstanding writ

and litigation against the Group and/or the Company. As at 30 June
2012, the Group had no other significant contingent liabilities.

ACQUISITIONS, DISPOSALS AND SIGNIFICANT
INVESTMENT

The Group had no material acquisitions or disposals of subsidiaries or
significant investment during the year ended 30 June 2012.

DIVIDEND

The Board of the Company does not recommend the payment of a final
dividend for the year ended 30 June 2012 (2011: Nil).
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CORPORATE GOVERNANCE REPORT
ERERRSE

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 2012.

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. The Company has applied the principles set out in the
Code on Corporate Governance Practices (“Former CG 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”) which was revised and renamed as the Corporate
Governance Code and Corporate Governance Report (the “New CG
Code") with effect from 1 April 2012.

Except for the deviations from code provision A2.1 which is explained
below, the Company was in compliance with all code provisions set out
in the Former CG Code during the period from 1 July 2011 to 31 March
2012 and New CG Code during the period from 1 April 2012 to 30 June
2012.

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.
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CORPORATE GOVERNANCE REPORT
ERERRSE

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.

Save as the aforesaid and in the opinion of the Directors, the Company
has met all code provisions set out in the Former CG code and the New
CG Code during the respective applicable periods for the year ended 30
June 2012.

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
2012. 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 2012.
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CORPORATE GOVERNANCE REPORT
ERERRSE

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. Specific tasks that the Board delegates
to the Company’s management include the implementation of strategies
approved by the Board, determining the policy for the corporate
governance, monitoring of operating budgets, the implementation of
internal controls procedures, and ensuring of compliance with relevant
statutory requirements and other rules and regulations. 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.

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

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.

Heng Xin China Holdings Limited
Annual Report 2011/2012

1

=3

5

EZAFARRERERTARRETE
MHATES - EFZBENEEBRRATE

BH BEFESTEAFHEREBARAEKX
MEEEE  FEARRZRARERERE
cEEEREARFEEENSETLFER
HITEFSHAENKE REGEERNK
R BEREERE  PITAMEERERF RER
HAMEEREMEMRAERG - EFE
BERHBRRABRABREEMN -

RABERY  EFT@HLEKE @ BRE=%
WITES - —BIFMTEFER=RBIULIENT
R

HITES
B (TTRAEED)
KBS
EBLE

FHUTES
HELE

BYFYTES
PR - ATHE
ERKE
MR

BREEHAGEAARREHRERZABK
B BN REM - EEZBREFBENFRE
38EA2E - REFMM > EFENERILZHE
WEEMITS - %7 BBAEMER 10
A% o



CORPORATE GOVERNANCE REPORT
ERERRSE

BOARD MEETINGS

The Board met regularly during the year with additional meetings
arranged if and when required. The Board met ten times during the
year ended 30 June 2012 and the attendance record of each member of
the Board is set out in the table on page 34 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.

GENERAL MEETINGS

During the financial year ended 30 June 2012, 1 general meeting of the
Company, being the 2011 annual general meeting (“2011 AGM"), was
held on 30 December 2011 and the attendance record of each member
of the Board is set out in the table on page 34 of the annual report.

DIRECTORS’ TRAINING

According to the code provision A.6.5 of the New CG Code, all directors
should participate in continuous professional development to develop
and refresh their knowledge and skills to ensure that their contribution
to the board remains informed and relevant. The Company shall be
responsible for arranging suitable training for all Directors at the
Company’s expense. In addition to their own participation in professional
training, relevant training is to be provided to the Directors by the
Company in the financial year commencing on 1 July 2012.
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CORPORATE GOVERNANCE REPORT
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NON-EXECUTIVE DIRECTOR AND INDEPENDENT
NON-EXECUTIVE DIRECTORS

The non-executive Director and independent non-executive Directors are
appointed for a specific term, and they are subject to retirement and re-
election in accordance with the Bye-Laws. They are persons of high
calibre, with academic and professional qualifications in the fields of
media, taxation, legal and financial markets. With their experience gained
from various sectors, they provide strong support towards the effective
discharge of the duties and responsibilities of the Board.

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 considers all independent
non-executive Directors to be independent.

AUDIT COMMITTEE

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

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

The audit committee met four times during the year ended 30 June
2012 and the attendance of each member of the committee is set out
in the table on page 36 of the annual report.

During the year ended 30 June 2012, 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 2012 have
been reviewed by the audit committee and approved for issue by the Board.
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REMUNERATION COMMITTEE

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

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

During the year ended 30 June 2012, the remuneration 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. At
the meetings, members of the remuneration committee reviewed the
proposal of the new share option scheme of the Company, 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.

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
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directors. According to the terms of reference, the nomination committee
should meet at least twice a year. During the year ended 30 June 2012,
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 2012, 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 2012
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Audit Remuneration  Nomination

AGM The Board Committee Committee Committee
BREFAE Exg® EXZEEE FHZEE REZEE
Total Number of Meetings SHBRY 1 10 4 2 2
Number of meetings LR/ GEREREHRRE
attended/eligible to attend
Executive Directors: BTEE .
Mr. Xiao Yan HEXE 11 10/10
Mr. Li Tao TERE 0/1 8/10
Mr. Feng Yongming BXAEE n 10/10
Non-Executive Director: FHTEE !
Mr. Xu Lei BRELE 0/1 7/10
Independent BYFHITES
Non-Executive Directors:
Mr. Leung Wo Ping Jp IR e R b 0/1 8/10 4/4 22 212
Mr. Dong Shi Eapitad 01 9/10 4/4 2/2 212
Mr. Hu Dingdong HEREE 1/1 9/10 4/4 212 212
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AUDITORS" REMUNERATION

During the year under review, the Company is required to pay an
aggregate of approximately HK$908,000 (2011: HK$806,000) to the
external auditors for their audit services and HK$298,000 (2011: Nil)
for their non-audit services.

COMPANY SECRETARY

Ms. Cheng Kit Sum Clara (“Ms. Cheng"”) was the Financial Controller
and the Company Secretary of the Company. The biographical details
of Ms. Cheng are set out on page 41 under the section headed “Directors
and Senior Management”. According to the newly introduced Rule 5.15
of the Listing Rules, Ms. Cheng will take no less than 15 hours of relevant
professional training for the financial year commencing on 1 July 2012.

SHAREHOLDERS' RIGHTS

The general meetings of the Company provide an opportunity for
communication between the shareholders and the Board. An annual
general meeting of the Company shall be held in each year and at the
place as may be determined by the Board. Each general meeting, other
than an annual general meeting, shall be called a special general meeting.
The Board may whenever it thinks fit call special general meetings.

Shareholders to convene a special general
meeting

Shareholders may convene a special general meeting of the Company
according to the provisions as set out in the Bye-Laws and the Companies
Act of Bermuda. The procedures shareholders can use to convene a
special general meeting are set out in the document entitled “Procedures
for Shareholders to Propose a Person for Election as a Director”, which
is currently available on the Company’s website.

Putting enquiries by shareholders to the Board

Shareholders and the investors may at any time make a request for the
Company’s information to the extent such information is publicly
available. Any such questions shall be first directed to the Company
Secretary at the Company’s principal place of business in Hong Kong.
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Procedures for putting forward proposals by
shareholders at shareholders’ meeting

The number of members necessary for a requisition for putting forward
a proposal at a general meeting shall be:

(@) any number of members representing not less than one-twentieth
of the total voting rights at the date of the requisition; or

(b)  not less than one hundred members.

A copy or copies of requisition signed by all requisitionists shall be
deposited, with a sum reasonably sufficient to meet the Company’s
expenses in giving notice of the proposed resolution or circulating any
necessary statement, at the Company’s principal place of business in
Hong Kong in the case of:

(i) arequisition requiring notice of a resolution, not less than six weeks
before the meeting; and

(i)  any other requisition, not less than one week before the meeting.

The Company will verify the requisition and upon confirming that the
requisition is proper and in order, the Board will proceed with the
necessary procedures.

VOTING BY POLL

Pursuant to Rule 17.47(4) of the GEM Listing Rules, any vote of
shareholders at a general meeting must be taken by poll except where
the chairman, in good faith, decides to allow a resolution which relates
purely to a procedural or administrative matter to be voted on by a
show of hands. As such, all the resolutions set out in the notice of the
forthcoming annual general meeting of the Company will be voted by
poll.

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 57 of the annual report.

Heng Xin China Holdings Limited
Annual Report 2011/2012
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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.

The Group has engaged an independent international professional
accounting firm 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 51, is the Chief Executive Officer
(CEOQ) 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 25 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 46, joined the Company 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 43, 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 18 years of experience in
the administration and management of different companies and
businesses.

Heng Xin China Holdings Limited
Annual Report 2011/2012
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NON-EXECUTIVE DIRECTOR

Mr. Xu Lei ("Mr. Xu”), aged 42, joined the Group as a non-executive
Director in November 2009. Mr. Xu has had over 14 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 JP ("Mr. Leung”), aged 68, 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. Mr. Leung is currently
an independent non-executive director of Zhuguang Holdings Group
Company Limited which is listed on the Stock Exchange.
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Mr. Dong Shi (“Mr. Dong”), aged 49, 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 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 Chongqging Technology and Business University.

Mr. Hu Dingdong (“Mr. Hu"), aged 46, 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 43, 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., which is a wholly-owned indirect subsidiary of the Company
principally responsible for digital cable television business and wireless
digital television 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.

Heng Xin China Holdings Limited
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Mr. Lo Ka Wai (“Mr. Lo"), aged 43, has been the Chief Financial Officer
of the Company since December 2011. Mr. Lo graduated from the
University of Wollongong, Australia with a bachelor degree in commerce.
He is a member of the Hong Kong Institute of Certified Public
Accountants and CPA Australia. He has more than 19 years of experience
in financial management and corporate finance. He had been chief
financial officer and/or company secretary for various listed companies
in Hong Kong and currently is an independent non-executive director of
Yusei Holding Limited which is listed on The Stock Exchange of Hong
Kong Limited.

Ms. Cheng Kit Sum Clara (“Ms. Cheng"”), aged 40, is the Financial
Controller, Company Secretary and the authorised representative of the
Company. Ms. Cheng is an associate member of the Hong Kong Institute
of Certified Public Accountants and a fellow member of the Association
of Chartered Certified Accountants. Ms. Cheng has over 18 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
with her last position held as an executive director and the chief financial
officer. She has also worked at First Shanghai Capital Limited and
PricewaterhouseCoopers. Ms. Cheng holds a bachelor of arts degree in
accountancy from the Hong Kong Polytechnic University.

Mr. Tian Songlin (“Mr. Tian"), aged 43, currently is the general
manager, the chairman and the legal representative of Beijing Jingiao
Hengtai technology Co., Ltd, a wholly-owned subsidiary of the Company,
and is responsible for the overall management of Beijing Jingiao. Prior
to joining the Group, Mr. Tian was the deputy general manager of Beijing
Hengtai Technologies Co. Ltd in where he was responsible for managing
the overall sales division. Mr. Tian was educated in Japan and obtained
a doctorate degree of economics. He has also worked at a real estate
company in Japan for four years.
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DIRECTORS AND SENIOR MANAGEMENT
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Mr. Yang Liu ("Mr. Yang”), aged 40, 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 250MHz 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.

Mr. Wu Fred Fong (“Mr. Wu"), aged 64, is the consultant of 1the
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.
corporate planning, corporate finance, investment, consulting and

He has had considerable experience in auditing,

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 2012.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group
is principally engaged in digital cable television business, wireless digital
television value-added services, wireless digital terrestrial television
network equipment integrated business, research, design, development
on and manufacturing of electronic message security products, integrated
circuits, and the integrated circuit solutions and the related services.
Details of the principal activities of its subsidiaries are set out in note 42
to the financial statement.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2012 are set out in
the consolidated statement of comprehensive income on page 58.

The Directors do not recommend the payment of a dividend for the year
ended 30 June 2012.

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 32 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 61.
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DISTRIBUTABLE RESERVES

As at 30 June 2012, 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)
(2011: Nil). In addition, the Company’s share premium balance of
HK$1,307,760,000 as at 30 June 2012 (2011: HK$1,107,946,000) may
be distributed in the form of fully paid bonus shares.

DIRECTORS

The Directors during the year ended 30 June 2012 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. Leung Wo Ping JP and Mr.
Hu Dingdong 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 2012.

EMPLOYEE SHARE OPTION SCHEME

The terms of the share option schemes of the Company adopted on 13
March 2003 (the “2003 Scheme”) and on 30 December 2011 (the “2011
Scheme”) (jointly the “Share Option Schemes”) are summarized as
follows:

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

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

(c)

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 “Participants”), to take up options to subscribe for the
shares of the Company (the “Shares”).

Maximum number of Shares available for
issue

The maximum number of Shares available for issue after considering
the share options already granted under the 2003 Scheme and
the 2011 Scheme are 146,520,300 and 245,709,199 respectively,
representing approximately 5% and 9% of the Shares of the
Company in issue as at 30 June 2012 respectively.

Initially the maximum number of Shares which may be issued upon
exercise of all options to be granted under the Share Option
Schemes or any other share option schemes adopted by the
Company (and to which the provisions of Chapter 23 of the GEM
Listing Rules are applicable) shall not exceed 10% of the aggregate
of the Shares in issue as at the date of adoption of the Share
Option Schemes. Options which have lapsed shall not be counted
in calculating the 10% limit. However (but subject to the 30%
limit referred to in this paragraph below), the Company may refresh
this 10% limit with shareholders’ approval provided that each such
limit (as refreshed) may not exceed the 10% of the Shares in issue
as at the date of the shareholders’ approval. Options previously
granted under the Share Option Schemes and any other share
option schemes adopted by the Company (and to which the
provisions of Chapter 23 of the GEM Listing Rules are applicable),
including those outstanding, cancelled or lapsed in accordance
with the relevant scheme or exercised options, will not be counted
for the purpose of calculating the limit to be refreshed. The
Company may seek separate approval by shareholders in general
meeting for granting options beyond the 10% limit provided that
the options in excess of the limit are granted only to the Participants
specially identified by the Company before such approval is sought.

Heng Xin China Holdings Limited
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(d)

(e)

The total number of Shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the
Share Option Schemes and any other share option schemes
adopted by the Company (and to which the provisions of Chapter
23 of the GEM Listing Rules are applicable) must not 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 Schemes and any other share option scheme
of the Group (including exercised, cancelled and outstanding options)
to each Participant in any 12-months period shall not exceed 1% of
the Shares in issue as at the date of grant.

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$1.00 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 Schemes 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.
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)

(9)

Price of Shares

The subscription price for a Share in respect of any particular option
granted under the Share Option Schemes 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); (ii) the average of
the closing prices of the Shares as stated in the Stock Exchange’s
daily quotations sheet for the five business days immediately
preceding the date of grant; and (iii) The nominal value of a Share.

Remaining life of the Share Option Scheme

The 2003 Scheme will remain in force before 12 March 2013, while
the 2011 Scheme will remain in force before 29 December 2021.

Heng Xin China Holdings Limited
Annual Report 2011/2012

(f)

(9)

MR AE

RIZRE IR AT 811 LA T P A A P
BREBEN e RBEERESTSZRR
i EZERTIRER AERERE)
(WRBREREBM(AREER @ it
MEARGEREFEREARKBIREZ
EFxeeR AN BB RBERM®
Bty 2 B« (iR EBAER B B8
A8 & % A B R P A R E R PR AR
D2 FHRHE » RiDEHEE -

IR 8 2 NERE A

SEPSFHERK-F-=£=A+
SERREER Mo —FHEE
R-E-—F+Z At ARARNKA
3 -



REPORT OF THE DIRECTORS

EESHE

During the year ended 30 June 2012, the Company has granted options
to subscribe for 3,000,000 Shares to the Participant. Details of the

employee share options are as follows:

BHE_ZT—

FomET

“FARNAZTHLEFE  ARE)R

Z RH§3,000,000/% A% 15 2 BE AR 4 ©
EEBREZFBNOT

Number of Shares (Note)
RGEE (KT
Granted Exercised Exercise
As of during the during the Asof  Date of price
Participants 1 July 2011 year year 30 June 2012 grant Exercise period per share
Bz iz
—E—-F —B-CF (=3
28EE tA-H RERRH RERTE RAZtH  RiHBEH &S EE
HK$
BT
Directors and EERIENHAR
Chief executive
Mr. Xiao Yan HEXE 2,273,334 — (2,273,334) —  18/02/2009 18/03/2009-17/03/2012  0.358
1,500,000 — — 1,500,000 13/04/2011  13/05/2011-12/03/2013 1.54
Mr. Feng Yongming BXAKE 1,500,000 - — 1,500,000 13/04/2011  13/05/2011-12/03/2013 1.54
Mr. Li Tao ZRLE 1,500,000 - — 1,500,000 13/04/2011  13/05/2011-12/03/2013 1.54
Mr. Xu Lei BRELE 800,000 =3 = 800,000 13/04/2011  13/05/2011-12/03/2013 1.54
Mr. Leung Wo Ping RRTLEAE 800,000 — — 800,000 13/04/2011  13/05/2011-12/03/2013 1.54
Mr. Dong Shi Eay 800,000 — — 800,000 13/04/2011  13/05/2011-12/03/2013 1.54
Mr. Hu Dingdong HERTE 800,000 — — 800,000 13/04/2011  13/05/2011-12/03/2013 1.54
Subtotal N 9,973,334 - (2,273,334) 7,700,000
Other participants Hittg8RE 22,300,000 — — 22,300,000 13/04/2011  13/05/2011-12/03/2013 1.54
— 3,000,000 — 3,000,000 29/02/2012  01/03/2013-29/02/2016 0.84
Subtotal NG 22,300,000 3,000,000 — 25,300,000
Total o 32,273,334 3,000,000 (2,273,334) 33,000,000
Note: B 5E

Number of shares in the Company over which options granted under the Share
Option Schemes is exercisable.

Particulars of the Share Option Schemes are set out in note 33 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 2012, 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:

Heng Xin China Holdings Limited
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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
EERFE A EBITRAH
TBRABER &4 Bz 43 HERG EZBMOBEIHL
(Note)
G
Mr. Xiao Yan Beneficial owner 2,273,334 1,500,000 0.13%
HERXE EnEAA
Mr. Feng Yongming Beneficial owner — 1,500,000 0.05%
KB ST EmERA
Mr. Li Tao Beneficial owner — 1,500,000 0.05%
EEL EREEA
Mr. Xu Lei Beneficial owner — 800,000 0.03%
REXE EmEEA
Mr. Leung Wo Ping Beneficial owner — 800,000 0.03%
BT EE EREAA
Mr. Dong Shi Beneficial owner — 800,000 0.03%
EAS5AE EmERAA
Mr. Hu Dingdong Beneficial owner = 800,000 0.03%
AEREE E=mERAA
Notes: Bt 5 -

Underlying shares represent share options granted to the Directors and the chief
executive of the Company pursuant to the share option scheme of the Company
and details of which are set out in note 33.

Save as disclosed above, at no time during the year ended 30 June 2012
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 2012, 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

T BRRNARDA] 2 B K HE

RINA LR ALZ
AR ERNER

ARBREZEF LM EGRIIFI6HRTFEZE
s R-ZE——FRA=1TH UTA
T(UFARAZEE TETHABRHTE
BER) R - BB SERERE TR RE
A REEEPIEXVERE 2 R B3N B2 RER
MAAFRE ERER  HARREFEE
SEEREE MG RMNEEAER TGAERAR
AR AEFBEAEMKERRZBRAE LR
RZEERIRAEE10%IA L2 #Eam - 5
FAEYRZERAZEMBEE - RIRART
RIZE S LB GDIE336IKATFEELM
Precik 2 MR

REDARDEEBRO2RE

Number or
attributable
number of shares Approximate
or underlying Type of percentage
Name of shareholder shares held interests of interests
BEZRGOH
HERGEE BN
RIRE B REEEA FEZER Bol
Choi Chung Lam (Note) 623,542,451 (L) Interest in controlled 22.20%
2 bR (BT 3E) corporation
S INEIL 2o 22.20%
Team Effort Investments Limited 623,542,451 (L) Beneficial owner 22.20%
(Note) (Fft7%) EREAA
L: Long Position L:RE
Note: BT -

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.
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Save as disclosed above, the Directors or the chief executive of the
Company were not aware that there was any person (not being a Director
or chief executive of the Company) who had, or was deemed to have,
interests or short positions in the Shares, underlying Shares or debentures
of the Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or who was
expected, directly or indirectly, interested in 10% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meeting of the Company or any other members
of the Group or held any option in respect of such capital and recorded
in the register kept by the Company pursuant to section 336 of the SFO.

MAJOR CUSTOMERS AND SUPPLIERS

PR EXFIHBEEI - KRR ESHEZTHRA
B TMBEEMAL LIEARRESHE
ZITBAB)RARRIZRG - BERMDRE
HEEREA SR AEARIEES RBAEEM
EXVEPE2 R FEINE 2 REAMARNBNRE 2
BmERe AR EEEEEEENE
REREEIER TR ERR B AN E B E 7]
Hitp B AR 2RRAE LIRE 2 E IR
REBE10% A E R - SIFE S RZER
RZEAERE - RIRARBIREBEELFRAE
RBIZE336(GATFEEZS LMLk 2 K

R -
TERFRHER

Percentage of the Group’s

HEAEEF DL
Revenue Purchases
hE 2 £
The largest customer BARP 16%
Five largest customers in aggregate AREFAR 60%
The largest supplier =AM ER 32%
Five largest suppliers in aggregate AR EEEET 93%

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.
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PURCHASES, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the year ended 30 June 2012, neither the Company nor any of
its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities.

SUFFICIENCY OF PUBLIC FLOAT

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

COMPETING INTERESTS

None of the Directors or any of 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
28 September 2012
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INDEPENDENT AUDITOR’S REPORT
B BEHRE

TO THE SHAREHOLDERS OF
HENG XIN CHINA HOLDINGS LIMITED
EEREZERERAH

(Incorporated in Bermuda with limited liability)

We were engaged to audit 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 58 to 143,
which comprise the consolidated statement of financial position as at
30 June 2012, 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.
Except for the inability to obtain sufficient appropriate audit evidence
as explained below, 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. Because of the matters
described in the Basis for Disclaimer of Opinion paragraphs, however,
we were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion.
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INDEPENDENT AUDITOR’S REPORT
B R BENHRE

BASIS FOR DISCLAIMER OF OPINION

(a)

(b)

Scope limitation on recoverability of trade
receivables

Included in the Group's trade receivables of HK$447,951,000 as
at 30 June 2012 were trade receivables from two debtors of
HK$178,783,000 which had been overdue and for which
HK$73,644,000 subsequent settlement had been noted up to the
date of this report. We were unable to obtain sufficient appropriate
audit evidence we consider necessary in order to assess whether
the remaining trade receivables of HK$105,139,000 could be
recovered in full or to determine the amount of impairment, if
any. There were no practical alternative audit procedures that we
could perform to satisfy ourselves as to any impairment loss had
been occurred against these trade receivables as at 30 June 2012.

Scope limitation on recoverability of
prepayments, deposits and other
receivables

Included in the Group’s prepayments, deposits and other receivables
of HK$375,748,000 as at 30 June 2012 were advance to two
suppliers of HK$128,833,000 and other receivables from a debtor
of HK$28,353,000 and for which no subsequent delivery of goods
or settlement has been noted up to the date of this report
respectively. In respect of the advance payment made to suppliers,
the directors of the Company have advised that the goods are
ready for delivery and currently pending the instruction of the
customers. Nevertheless, we were unable to obtain sufficient
appropriate audit evidence we consider necessary in order to assess
whether all these outstanding balances could be recovered in full
or to determine the amount of impairment, if any. There were no
practical alternative audit procedures that we could perform to
satisfy ourselves as to any impairment loss had been occurred
against these balances as at 30 June 2012.

Any adjustment found to be necessary in respect of the matters
set out above would have a significant and consequential effect
on the consolidated financial position of the Group as at 30 June
2012, and the results and cash flows for the year then ended and
the related disclosures thereof in the consolidated financial
statements.

Heng Xin China Holdings Limited
Annual Report 2011/2012

EERRE Ry g

(a)

(b)

FE WS BR 3% oz AT W = 5 05 o2 8
[ BR %

EEER T ——FA=tHZEK
BR7X447,951,0008 L RIEMAEBAZ
S g A U BR 7 178,783,0008 T E
73,644,000 TIHEZ D REE AR EH
HAIEVEE o AR EAD AR A8 BUAS A A% BAD
REBVNEZ RRZBEEZERE - AT
H 3% 55 EUNBR A58 105,139,000/8 T2
CALEHNEREETZERBEEL R
BNE) - NzEAwEE M7 E
ZRRFF - Al A AZ BRR (= A 52 55 e W AR
HRZE——FNA=ZTRATEELET
EPERET 5=

ANRE - RERHAMER
Zﬁ’jIEZHIH&IEIT%iRZiEBE
|

EEEN T ——FA=tTHZEMNR
18 ~ e R H b FEYLFRIE375,748,0007%8
TL B E R R A4 i FE P 24 51 128,833,000%
TR—HBEBHAZHMEWKIE
28,353,000/ 7T + AARIEEENEER
WEBBIEAMARNEmSSELEE -
HRHERBENE - BRRESEXN
BEEMBANURN - BAIESEFEFZ
TR o AAIM - ANIZEAN AR BEBUS ANZ BRAD
REVEZ RHZBEEZEE A
RERBEZEHREEAI AR CIRE
TEZEREAGRE @A) - AZHEAL
MEMAIT 2 BIZIRF - AEAREENE
MBEEBN T —FNA=1HYNE
EEEAREERE -

HERAH CMBBREHEMHE - K
¥ BEER-_ZTE—_-FSA=+HZ
EEMBMIRAREBEZALFEZE
ARRERENRGA M ERE 2 HE
MERBEEREARARZZE -



INDEPENDENT AUDITOR’S REPORT
B BEHRE

DISCLAIMER OF OPINION

Because of the significance of the matters described in the Basis for
Disclaimer of Opinion paragraphs, we have not been able to obtain
sufficient appropriate audit evidence to provide a basis for an audit
opinion. Accordingly, we do not express an opinion on the consolidated
financial statements. In all other respects, in our opinion the consolidated
financial statements have been properly prepared in accordance with
the disclosure requirements of the Hong Kong Companies Ordinance.

Morison Heng
Certified Public Accountants

Hong Kong, 28 September 2012
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
REEEBAR

FOR THE YEAR ENDED 30 JUNE 2012 BHE-_T——-FA=1+HILFE
2012 2011
—EB-CZF | —FF
Notes HK$'000 HK$'000
B s FTHExT FHET
Revenue W 5 612,460 676,624
Cost of sales HERA (354,630) (363,402)
Gross profit ER 257,830 313,222
Other income At A 7 62,049 29,622
Selling and marketing expenses HERTSHEERY (7,502) (4,796)
Other operating expenses Hin 28 A (131,199) (87,376)
Finance costs BENKA 8 (14,201) (16,303)
Profit before taxation BB ATER 166,977 234,369
Taxation Fig 9 (14,073) (27,766)
Profit for the year FREF 10 152,904 206,603
Other comprehensive income HiZ2mEBA
Exchange differences on translating BEBINER
foreign operations ZIERZRE 21,631 37,922
Total comprehensive income FRE2EBALE
for the year 174,535 244,525
Profit attributable to: EARER
Owners of the Company VN/NSIET YN 152,904 201,942
Non-controlling interests FEE R R R A - 4,661
152,904 206,603
Total comprehensive income EE2EB AL :
attributable to:
Owners of the Company ZN/NCIEZ ZE DN 174,535 238,898
Non-controlling interests IR R = — 5,627
174,535 244,525
EARNINGS PER SHARE BRAF 13
Basic B-WN 6.12 centsfll | 9.50 centsfll
Diluted #E 6.12 centsfll | 8.53 centsfll

Heng Xin China Holdings Limited
Annual Report 2011/2012



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

a B EIRR &

AT 30 JUNE 2012

RZE—=4,A=+H

2012 2011
—B2-——F | 22—
Notes HK$'000 HK$'000
B E FERT FHET
Non-current assets FRBEE
Property, plant and equipment W - BB REE 14 232,352 123,215
Goodwill [ 15 753,146 753,146
Intangible assets mVEE 16 123,543 77,772
Deposits for acquisition of non-current assets ~ WEEIERBEE 2 XS 17 97,594 32,739
Trade receivables JE LS BR 53R 19 — 57,807
1,206,635 1,044,679
Current assets RBEE
Inventories FE 18 174,406 7,098
Trade receivables JRE KL BR R 19 447,951 509,956
Prepayments, deposits and other receivables AR - Re REMEKEIE 20 375,748 260,062
Financial assets at fair value through RAFEFABEER
profit or loss LERMEE 21 2,610 8,550
Amount due from a related company el — RS B sE N RIFR IR 22 — 50,257
Restricted bank deposits AR HR1T1F K 23 1,731 s
Cash and cash equivalents ReRBSEEY 24 149,044 288,477
1,151,490 1,124,400
Current liabilities RBAE
Trade payables FE T BR X 25 50,562 125,164
Other payables and accruals HMERRIE R ETER 12,833 22,331
Receipts in advance T8 Ug BR X 26 34,159 6,767
Promissory note L ER 27 2,000 8,000
Obligations under finance leases BMERNEML 28 406 375
Other borrowings EAMfg s 29 — 12,041
Convertible notes payable FE A AT 3R AR = HR 31 195,849 —
Tax payables FEBIIR 42,484 41,675
338,293 216,353
Net current assets REBEEFRE 813,197 908,047
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

a PR R &

AT 30 JUNE 2012

WZZE—-—=%F<A=+H

2012 2011

—E-—-F | ZE——%F

Notes HK$'000 HK$'000

s FExT FHET

Total assets less current liabilities BEERRBDERS 2,019,832 1,952,726
Non-current liabilities kRBEE

Receipts in advance TE Y BR 31 26 73,644 —

Obligations under finance leases BEROEST 28 105 511

Deferred tax liabilities FEFRIAEEE 30 2,021 1,983

Convertible notes payable FE A AT 3R AR = 4R 31 — 264,504

75,770 266,998

Net assets EEFE 1,944,062 1,685,728
Capital and reserves EXREE

Share capital fi& 7 32 28,086 24,871

Reserves & 1,915,976 1,660,857

Total equity RSB 1,944,062 1,685,728

Approved and authorised for issue by the Board of Directors on

28 September 2012.

Xiao Yan

HE

Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2012 HE_ZT——FA=+HIEFE
Attributable to owners of the Company
ARTEE AR
Exchange Share  Convertible Non-
Share Share Capital ~ fluctuation Other option notes  Retained controlling Total
capital ~ premium reserve reserve reserve reserve reserve profits Total interests equity
TERZE we ’ F2R
ke ROEE  EABE  ENRE  HUEE BRERR i BR Bt BREE  REEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn Thn Thn Thn Thn Th Tin Thn Thn Thn Tin
At 1 July 2010 R-Z-5£+f-A 15,639 491372 2,325 3,905 - 1,696 300,300 2306 1,058,043 29575 1,087,618
Total comprehensive income ~ ER2ARALE
for the year — - — 36,956 - — — 201,942 238,898 5627 244,525
Issue of new shares EGE D 2,000 148,000 — = = = = = 150,000 = 150,000
Share issue expenses LG UERT - (2,29) = = = = = = (2,29) = (2,29)
Issue of convertible notes ETARZE - - - = — = 14917 = 14,917 - 14917
Conversion of convertible notes #ETERZE 4854 288,059 — = = - (181.463) = 111,450 = 111,450
Recognition of share-based BB AR BERAH
payments — - - — — 11,000 - - 11,000 - 11,000
Share options exercised B ERE %7 69,339 - - - (1,481) - - 68,845 = 68,845
Bonus issue of shares EiRfEARERE
as final divicend 610 (610) - - - - - - - - -
Acqisttion of additional WENBAA BIMER
interests in subsidiaries 781 114,082 - - (79.99) - - - 34,871 (35.202) (331)
At 30 June 2011 RZE-—EAAZTH 2487 1,107,946 2,325 40,861 (79,992) 11,215 134,254 444248 1,685,728 — 1685728
Total comprehensive income ~ FRM2ERALE
for the year - - - 21,631 - - - 152,904 174,535 — 174,535
Conversion of convertible notes A7 AKZHE 319 198,811 - = - — (11933 - 82,666 - 82,666
Share issue expenses BRHAS - B) = = = = - = B) = B)
Recognition of sharebased  BFMRAAZRAR
payments - - - - - 3 - - 3 - 30
Share options exercised Biiftz BRE 3 1,006 - - - (215) - - 814 = 814
Transfer to retained profits ~~ RNERERREEA
upon expiry of share options (&7 - - - - - (670) = 670 = = o
At 30 June 2012 RZE-ZFnA=TH 28,086 1,307,760 2,325 62,492 (79,992) 10,652 14917 597,822 1,944,062 - 1,944,062
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CONSOLIDATED STATEMENT OF CASH FLOWS

mERERER

FOR THE YEAR ENDED 30 JUNE 2012

HE-T-—FAA=tALFE

2012 2011
—E-ZF | ZT—%F
HK$'000 HK$'000
FERT FHET
Cash flows from operating activities RETHMBRERE
Profit for the year F % A 152,904 206,603
Adjustments for: AT HIEELAE -
Income tax expense recognised in profit or loss FIERIRER 2 TS H X 14,073 27,766
Allowance for doubtful debts FEN AR TR 2 RER BB F 58

on trade receivables, net 35,663 12,854
Allowance for inventories FERE 1,658 582
Depreciation e 13,227 4,087
Gain on disposal of financial assets HEZRAFEFAEBERE

at fair value through profit or loss LERMEBEE NG — (10,989)
Gain on disposal of intangible assets REEEEE 2K (56,744) —
Impairment loss on intangible assets B AERERER 5,070 3,814
Impairment loss on prepayments, deposits BRFIE - Zek

and other receivables E {th e I GRIB R (B S 18 7,941 2,168
Interest expenses AEFRX 14,201 16,303
Interest income FLEWA (4,449) (16,140)
Loss on fair value changes of financial assets A FEFFABREER

at fair value through profit or loss LERMEEATEEFER 5,940 1,950
Loss on disposal of property, plant and equipment HEWE - HiFE k&E 2 EiE 858 24
Share-based payment expenses LARR 7 32 1< 5018 322 11,000
Operating cash flows before movements EEEXSBHAZ2KERERE

in working capital 190,664 260,022
Increase in inventories FEE (168,052) (4,537)
Decrease in trade receivables JFE LG BR SR > 96,612 141,624
Increase in prepayments, deposits TERTSRIR ~ 2 & N A b fE UGRIB IS hn

and other receivables (118,301) (217,584)
Decrease/(Increase) in amount due from JEU — R BEE A Al s IB R A (38 A0)

a related company 50,991 (46,868)
Increase in restricted bank deposits B R HIR1T 7L N (1,723) —
Decrease in trade payables A BR SR (76,055) (105,021)
Decrease in other payables and accruals H M FE A SR8 R EET B AR A (9.861) (14,440)
Increase in receipts in advance T8 Y BR F 38 hn 100,437 3,836
Cash generated from operations REFEECRE 64,712 17,032
Interest paid B F A (190) (1,126)
Tax paid BAIHIE (14,035) (2,197)
Net cash from operating activities RETHBHEESFE 50,487 13,709

Heng Xin China Holdings Limited
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CONSOLIDATED STATEMENT OF CASH FLOWS

mERERER

FOR THE YEAR ENDED 30 JUNE 2012

HE—T——FRA=1THIEE

2012 2011
—E——F | ZE——F
HK$'000 HK$'000
FET FHT
Cash flows from investing activities REZHMEBRESRE
Deposits for acquisition of intangible assets WERFEEE 2 RS (75,580) —
Deposits for acquisition of property, WY - B REHE RS
plant and equipment (21,560) (31,858)
Interest received B2 FI B 695 591
Purchases of intangible assets BEENVEE (81,693) (44,642)
Purchases of property, plant and equipment BEME  KERZRE (98,771) (116,815)
Proceeds from disposal of financial assets HEERAFEFABREE
at fair value through profit or loss L REEMBSHIA — 40,721
Proceeds from disposal of intangible assets e & EEMSRIA 89,306 —
Proceeds from disposal of property, HEWE - WERKEMEFIE
plant and equipment 11,593 41
Purchase of financial assets BERATHEFABREZCEMAE
at fair value through profit or loss — (40,232)
Consideration paid for acquisition IS B A RIEIMER 2 B RE
of additional interests in subsidiaries — (331)
Net cash used in investing activities RETEFARSFE (176,010) (192,525)
Cash flow from financing activities METHMERSRE
New bank and other loan raised MERRITREME K — 82,019
Loan from a shareholder —EZREZER 10,000 -
Repayment of bank and other loan EERITREMER (12,217) (70,302)
Repayment of obligations under finance leases (EERERLYET (375) (345)
Repayment of loan from a shareholder BE—EREZER (10,000) (30,000)
Repayment of promissory note BEALER (6,000) =
Proceeds from issue of shares % 15 847 P15 5k I8 814 218,845
Proceeds from issue of convertible notes BT MR ER 2 TS 5B — 199,000
Share issue expenses BITRO A (3) (2,296)
Net cash (used in)/from financing activities BEEE (FTA) FBR&FHE (17,781) 396,921
Net (decrease)/increase in cash HERBRSEEY
and cash equivalents Z Ol /EinEEE (143,304) 218,105
Cash and cash equivalents at beginning RENZzREeRELEEY
of the year 288,477 65,401
Effect of foreign exchange rate changes EXSB o8 3,871 4,971
Cash and cash equivalents at end of the year RERZEERBSZEEY 149,044 288,477
Analysis of the balances of cash ReRREEEYZERDIT
and cash equivalents
Cash at bank and in hand RITER KRR S 149,044 253,113
Cash at other financial institutions H & mgEER — 35,364
149,044 288,477

EEFEERERAR
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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 Company acts as an investment holding company. The principal
activities and other details of its subsidiaries are set out in note
42.

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

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) Improvements to HKFRSs 2010

HKFRS 1 (Amendments) Severe Hyperinflation and Removal
of Fixed Dates
for First-time Adopters
Disclosures — Transfers
of Financial Assets
Related Party Disclosures

HKFRS 7 (Amendments)
HKAS 24 (Revised)

HK(IFRIC) — Int 14
(Amendments)

Prepayments of a Minimum
Funding Requirement

The application of the new and revised HKFRSs in the current year
has had no material effect on the amounts reported in these
consolidated financial statements and/or disclosures set out in these
consolidated financial statements.

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

FOR THE YEAR ENDED 30 JUNE 2012 —E—-HFXNA=ZtHLEFE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE

</

2. APPLICATION OF NEW AND REVISED HONG 2. ER#bFTa] MASIERT BB M
KONG FINANCIAL REPORTING STANDARDS B R ([ BB F
("HKFRSs") (continued) =2A]) @

AREEY RIBFRA T I D EMERE
WM ] RSERT BB Y BRE LR -

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective.

HKFRSs (Amendments) Annual Improvements to HKFRSs ERUBHEEL —ZENFE_T——F
2009-2011 cycle? CCHEN) BREBIKHREEL
2 EE s
HKFRS 1 (Amendments) Government Loan? EEVBKREEN BRFEIC
E15% (BETA)
HKFRS 7 (Amendments) Disclosures — Offsetting Financial ERUBHREED BE - HECBEE
Assets and Financial Liabilities? ET5 (BETA) kegafE
HKFRS 9 Financial Instruments® BAMBRELA SBMIAS
F95%
HKFRS 9 and HKFRS 7 Mandatory Effective Date of HKFRS 9 BEPBREEDN BEUBREENESR
(Amendments) and Transition Disclosures® FOR R EE Z 55 HI £ B
gy eyl RBEMRES
ET5 (BT A)
Amendments to HKFRS 10, Consolidated Financial Statements, BEANBRELD HREMBEE  AERH
HKFRS 11 and HKFRS 12 Joint Arrangements and F10% - BF REMER  ER
Disclosure of Interests in Other gyl BHE - BEERE
Entities — Transition Guidance? FNHEREB
BB SR
1252 1E5]
HKFRS 10 Consolidated Financial Statements? BEANBRELD SEUB®RE
£10%
HKFRS 11 Joint Arrangements? BAMBRELL AERH
F115%
HKFRS 12 Disclosure of Interests in Other BEERNBRELD HuERIERRER
Entities® £12%
HKFRS 13 Fair Value Measurement? BEANBRELED AVEEFE
F13%
HKAS 1 (Amendments) Presentation of Items of Other BB ER 2 EMmrEBAER?
Comprehensive Income? E15% (BETA)
HKAS 12 (Amendments) Deferred Tax — Recovery of EEGEER ELERE — WEHEE
Underlying Assets' £125% (BFTA) BE
HKAS 32 (Amendments) Presentation — Offsetting Financial BB G ER 27 — HHeHEE
Assets and Financial Liabilities? F32% (BFIA) kemaR

ERPEERERQA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-_T-——FRA=1TRHILFE
2. APPLICATION OF NEW AND REVISED HONG 2. #%; P\]%Fﬁ R RAHEE] BB
KONG FINANCIAL REPORTING STANDARDS B 2R ([FAE %t&
("HKFRSs") (continued) EHEA]) @
HKAS 19 (as revised Employee Benefits: BAGRER| EERA?
in2011) £19%
(Z2——%F
KAEH))
HKAS 27 (as revised Separate Financial Statements? BEGRIER B SRS
in2011) E27%
(Z2——F
HAEH)
HKAS 28 (as revised Investments in Associates and Joint EEGHER REERARIREE DT
in 2011) Ventures? £28% ®E
(Z2——F
KSEHY
HK(IFRIC) — Int 20 Stripping Costs in the Production a4 (ERTBHRE BRARBEGEERR
Phase of a Surface Mine? BEZE®) 2 R A3
— REE20%
1 Effective for annual periods beginning on or after 1 January 2012 ! RZB-——F—-A—-BdzE&RnzE
& HARS A4 2
2 Effective for annual periods beginning on or after 1 July 2012 2 RZE——FtA—HRZEMABZT
& HARS A 2
3 Effective for annual periods beginning on or after 1 January 2013 : RZE—=F—A—BkzE&RBEZF
EEIE A
4 Effective for annual periods beginning on or after 1 January 2014 4 RZE—NF-—A—BkzE&RBZF
eSS
5 Effective for annual periods beginning on or after 1 January 2015 5 RZZE-—RF—A— AR 2EFRRZF
& AR A Ak
The directors of the Company anticipate that the application of RAREETBAEAZEN REBE]
these new and revised standards, amendments or interpretations B - BRI BREE T HRE R
will have no material impact on the consolidated financial REKEARTE o
statements.
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SIGNIFICANT ACCOUNTING POLICIES

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.

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. Historical cost is generally based on the fair value of the
consideration given in exchange for assets.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including special purpose
entities) controlled by the Company (its subsidiaries). 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.

Income and expenses of subsidiaries acquired or disposal of during
the year are included in the consolidated statement of
comprehensive income from the effective date of acquisition and
up to the effective date of disposal, as appropriate. Total
comprehensive income of subsidiaries is attributed to the owners
of the Company and to non-controlling interests even if this results
in the non-controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those
used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated in full on consolidation.
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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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 BE-_T—FA=1TAHLEFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTBE®

(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
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z——FXA=t+HLEFE

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;

o the ability to use or sell the intangible asset;

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

° 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 BE-_T—FA=1TAHLEFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTBE®

(Continued)
Property, plant and equipment

Property, plant and equipment other than construction in progress
as described below are stated in the statement of financial position
at cost, less subsequent accumulated depreciation and accumulated
impairment losses, if any.

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.

Depreciation is recognised so as to write off the cost of assets
other than construction in progress less their residual values over
their useful lives, 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 and other 4 - 30% per annum

network equipment

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
the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised
in profit or loss.
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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 on tangible and intangible
assets other than goodwiill

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets with finite useful
lives 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).

Intangible assets with indefinite useful lives and intangible assets
not yet available for use are tested for impairment at least annually,
and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell
and value in use. If the recoverable amount of an asset or a cash-
generating unit is estimated to be less than its carrying amount,
the carrying amount of the asset or the cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit 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 determined had no impairment loss been recognised for the
asset or cash-generating unit in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

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 consolidated
statement of financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and
reduction of the lease obligation so as to achieve a constant rate
of interest on the remaining balance of the liability. Finance
expenses 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 (see the accounting policy below).

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed.

Financial instruments
Financial assets and financial liabilities are recognised when a group

entity becomes a party to the contractual provisions of the
instrument.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Financial instruments (Continued)

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. Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value through profit
or loss are recognised immediately in profit or loss.

Financial assets

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 debt instrument 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 and 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 debt instrument, 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 other than those financial assets classified as at FVTPL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Financial assets at fair value through profit or loss

Financial assets are classified as at FVTPL when the financial asset
is either held for trading or it is designated as at FVTPL.

A financial asset is classified as held for trading if:

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

— on initial recognition it is part of a portfolio of identified
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.

A financial asset other than a financial asset held for trading may
be designated as at FVTPL upon initial recognition if:

— such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

— the financial asset forms part of a group of financial assets
or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance
with the Group’s documented risk management or
investment strategy, and information about the grouping is
provided internally on that basis; or

— it forms part of a contract containing one or more embedded
derivatives, and HKAS 39 permits the entire combined
contract (asset or liability) to be designated as at FVTPL.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Financial assets at fair value through profit or loss
(Continued)

Financial assets at FVTPL are stated at fair value, with any gains or
losses arising on remeasurement recognised in profit or loss. The
net gain or loss recognised in profit or loss excludes any dividend
or interest earned on the financial assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Loans and receivables (including trade receivables, deposits and
other receivables, amount due from a related company, restricted
bank deposits, cash and cash equivalents) are measured at
amortised cost using the effective interest method, less any
impairment.

Impairment of financial assets

Financial assets, other than those at fair value through profit or
loss, are assessed for indicators of impairment at the end of each
reporting period. Financial assets are considered to be 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 investment have been
affected.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)
Objective evidence of impairment could include:

— significant financial difficulty of the issuer or counterparty;
or

—  breach of contract, such as a default or delinquency in interest
or principal payments; or

— it becoming probable that the borrower will enter bankruptcy
or financial re-organisation; or

— the disappearance of an active market for that financial asset
because of financial difficulties.

For certain categories of financial asset, such as trade receivables,
assets that are assessed not to be impaired individually are, in
addition, assessed for impairment on a collective basis. Objective
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, as well as observable changes in national or local
economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash
flows, discounted at the financial asset’s original effective interest
rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continued)
Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial
asset. Such impairment loss will not be reversed in subsequent
periods.

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. When a trade receivable is
considered uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously written off
are credited against the allowance account. Changes in the carrying
amount of the allowance account are recognised in 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 loss was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent
that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortised cost
would have been had the impairment not been recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Financial instruments (continued)
Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified
as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of
a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an equity after deducting all of its liabilities.
Equity instruments issued by the Group are recognised at the
proceeds received, net of direct issue costs.

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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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments (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 profits.
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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 BE-_T—FA=1TAHLEFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EEETHER @

(Continued)

Financial instruments (continued)

Financial liabilities and equity instruments (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, to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.
Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers
the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither
transfers or retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its continuing
involvement and recognises an associated liability. If the Group
retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for
the proceeds received.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Financial instruments (Continued)
Derecognition (Continued)

On derecognition of a financial asset in its entirety, 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.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or they expire.
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 recognised when it is
probable that the economic benefits will flow to the Group and
the amount of income can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount on initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

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 in profit or loss in the period in
which they are incurred.
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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 of items of income
or expense that are taxable or deductible in other years and 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 bases 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 deferred tax 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
and interests 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
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 BE-_T—FA=1TAHLEFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EESTBE®

(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 profits 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 realised, based on tax rates (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.

Current and deferred tax are recognised in profit or loss, except
when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the
current and deferred tax are also recognised in other comprehensive
income or directly in equity respectively.

Retirement benefits costs

Payments to retirement benefit plans and government-managed
retirement benefits schemes are recognised as an expense when
employees have rendered service entitling them to the
contributions.
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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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE
4. KEY SOURCES OF ESTIMATION 4. [HETMETCHEZEERR

UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required to
make estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. 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 within the next financial year.

Estimated impairment of goodwiill

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 2012,
the carrying amount of goodwill arising is HK$753,146,000 (2011:
HK$753,146,000). Details of the recoverable amount calculation
are disclosed in note 15.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-"Z——FEXA=1tHILFE
4. KEY SOURCES OF ESTIMATION 4. [HETTPEEHE 2 ETEXRR

UNCERTAINTY (Continued)

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.

Estimated impairment of trade receivables

When there is objective evidence of impairment loss for trade
receivables, the Group takes into consideration the estimation of
future cash flows. The amount of the impairment loss is measured
as the difference between the asset’s carrying amount and the
present value of estimated future cash flows discounted at the
financial asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition). Where the actual
future cash flows are less than expected, a material impairment
loss may arise. As at 30 June 2012, the carrying amount of trade
receivables is HK$447,951,000, net of allowance for doubtful debts
of HK$49,294,000 (2011: carrying amount of HK$567,763,000,
net of allowance for doubtful debts of HK$13,208,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Allowance for inventories

Management exercises their estimates in making allowance for
inventories. Management reviews the inventory listing at the end
of each reporting period, and makes allowance for obsolete and
slow-moving inventory items identified that no longer suitable for
use in operation. As at 30 June 2012, the carrying amount of
inventories is HK$174,406,000, net of allowance for inventories
of HK$2,275,000 (2011: carrying amount of HK$7,098,000, net
of allowance for inventories of HK$598,000).

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.

Fair value of 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
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 H=E

5.

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:

—E-—HRA=THILFE

L6

WaEASESFRIINEEFHEE D
I b2 4 AR 75 P WCER S P WS 2 B (4003
i REREERARIER) - DT
T

2012 2011

—E-C—F | —E——F

HK$'000 HK$'000

FERT FHET

Digital cable television business EREFTERES 153,532 167,058

Wireless digital television value-added services # 4% & 7 & (7 38 & iR 75 48,074 —

Encrypted integrated circuits =R 101,549 265,063

Wireless digital audio integrated circuits BERBTERCR 183,506 187,819
Wireless digital terrestrial television network b £ 4R 8 & B R A4 R L= AK

equipment integration 125,799 56,684

612,460 676,624

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 2012 HE_ZT——FA=+HIEFE
6. SEGMENT INFORMATION (continued) 6. DEPEF &)
The segment information for the year ended and as at 30 June BE_T——_FAA=THLFERR
2012 is as follows: TE—HFARA=THZOBERAT
Wireless
Wireless digital
digital Wireless terrestrial
Digital television digital television
cable value- Encrypted audio network
television added integrated integrated equipment
business services circuits circuits integra;cﬂilon Total
H
i BEBYT
ERYFT HFER #RBY BHAR N
ERER BERE WBEEE  FHELE  REER ey
HKS'000  HKS$'000  HK$'000  HKS$'000  HKS'000  HK$'000
FER FEx FEx FEx FEx FEx
Revenue iy #2
Segment revenue from REIKFP
external customers 20 E 153,532 48,074 101,549 183,506 125,799 612,460
Segment results DEER 98,663 38,884 34,277 37,366 4,024 213,214
Unallocated income R ON 8,122
Unallocated expenses ADERAX (40,158)
Finance costs BE KA (14,201)
Profit before taxation BBt A& 166,977
Taxation HiIE (14,073)
Profit for the year F R 152,904
Assets EE
Segment assets ﬁ\ﬁgéﬁ 670,569 103,546 466,270 488,252 585,133 2,313,770
Unallocated assets AOBEEE 44,355
Consolidated total assets REBEE 2,358,125
Liabilities =L
Segment liabilities SHaE 11,751 77,427 13,520 51,009 16,966 170,673
Unallocated liabilities RrAERBE 243,390
Consolidated total liabilities & & EE 414,063
Other information Hin g #
Capital expenditure BRI 106,488 45 36,640 23,311 45,981 212,465
Unallocated capital expenditure 7 2 it & A B % 1,216
Total capital expenditure BARBHY 213,681
Depreciation 3 r 8,664 22 194 2,812 243 11,935
Unallocated depreciation ROBHE 1,292
Total depreciation TeERsE 13,227
Allowance for doubtful debts & U 8% 7t % Bk B 5
on trade receivables, net R — — 29,639 6,024 — 35,663
Allowance for inventories FEEE — — — 1,658 — 1,658
Impairment loss BV EEREREE
on intangible assets 1,710 — 2,505 — 855 5,070
Impairment loss on BRFIE  Rek
prepayments, deposits H A eI KOR
and other receivables WEEE - - 7,941 - - 7,941

EEFEERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

6. SEGMENT INFORMATION (continued)

HE-T

6.

The segment information for the year ended and as at 30 June

2011 is as follows:

——HFRA=TRHRILFE

DEFE R @)

BE-F——FAAZHALFER
—E——FRA=FH Z“*Béﬂlzlﬂ’

Wireless
digital
terrestrial
Wireless television
Digital cable Encrypted digital audio network
television integrated integrated equipment
business circuits circuits integration Total
&R
BERuT BT BFEH ‘
BREHR MR E SR BRRESEK ot
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FTET FTHET FHET FET FTET
Revenue Wz
Segment revenue from REIREP
external customers 2 DU A 167,058 265,063 187,819 56,684 676,624
Segment results DEPLLE 95,012 144,218 36,252 16,257 291,739
Unallocated income RABBA 12,096
Unallocated expenses AOBEHAX (53,163)
Finance costs A KA (16,303)
Profit before taxation R B A0 5 A 234,369
Taxation A (27,766)
Profit for the year F R 206,603
Assets B
Segment assets ﬁ\ﬁgﬁﬁ 488,697 740,590 463,775 384,914 2,077,976
Unallocated assets KOBEEE 91,103
Consolidated total assets RABAE 2,169,079
Liabilities =L
Segment liabilities DA E 41,087 75,829 63,598 26,133 206,647
Unallocated liabilities AOBERE 276,704
Consolidated total liabilities ~ #RE#EE 483,351
Other information HbE ¥
Capital expenditure EeNGE 134,726 11,317 11,033 4,280 161,356
Unallocated capital expenditure 7 2 fit & A B 3% 101
Total capital expenditure AREBR 161,457
Depreciation e 2,039 183 1,078 34 3,334
Unallocated depreciation RAOBEITE 753
Total depreciation reEssE 4,087
Allowance for doubtful debt — FEULER AR BR & &
on trade receivables — 12,285 569 — 12,854
Allowance for inventories FEEE = — 582 — 582
Impairment loss BV EERERE
on intangible assets — 2,208 1,547 59 3,814
Impairment loss on BRRIE  Rek
prepayments, deposits Hfth R RIE
and other receivables REEBE 638 — 1,530 — 2,168

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

FOR THE YEAR ENDED 30 JUNE 2012

6. SEGMENT INFORMATION (continued) 6.

HE-F-—#AA=tALFE
D EFE R @)
b 15, & K

AEERBINREF 2 W R BREIER
PHEEZETFP MNEEMHER 2 HIE
(N

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

external customers Non-current assets

®E IR

EF ozl kRBEE
2012 2011 2012 2011
—E-—f | —_T——F | =B | ———F
HK$'000 HK$'000 HK$’'000 HK$'000
FEx FHExT FHx FHET
Hong Kong BB 109,442 115,277 56,585 83,975
The PRC a2 503,018 561,347 | 1,150,050 960,704
612,460 676,624 | 1,206,635 | 1,044,679

Information about major customers FEEFZEH

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, encrypted integrated

circuits, wireless digital audio integrated circuits and wireless digital

terrestrial television network equipment integration (2011: revenue

from digital cable television business) and as follows:

RERFER  REENTEFPZWEER
BMEARE RSB 10% )78 A &
BFERED  NBLCH - BEREFE
BERREAESBEFERBERBE
W (ZF——F : REARBFE
BEBzWam) - FIBEWT

2012 2011

B | Z2—F

HK$’000 HK$'000

FET FAT

Customer A =XFEH 100,381 —
Customer B BFEZ 73,302 —
Customer C ZFA 63,792 —
Customer D EET 73,302 67,907
310,777 67,907

The corresponding revenue for customer A, customer B and

customer C in 2011 did not contribute over 10% of total revenue

of the Group.

EFH BFLREFAR-ZE——%
& B 2 Woan B RAD R 8 AN 5 [ 4R s

Z10% °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

HE-T-—FAA=tALFE

7. OTHER INCOME 7. EAMUA
2012 2011
—E-—F | ZF—F
HK$'000 HK$'000
FHExT FAT
Bank interest income IRITF BUA 695 591
Gain on disposal of financial assets HERAFEFABRE
at fair value through profit or loss ZEmEERE — 10,989
Gain on disposal of intangible assets HERMEE 2 W 56,744 —
Other interest income HAh R B U A 3,754 15,549
Sundry income MBI 856 2,493
62,049 29,622
8. FINANCE COSTS 8. BLERAN

2012 2011
—B-—F | ZF——F
HK$’000 HK$'000
FET FAET

Effective interest expenses MR EERZ BERN SR
on convertible notes (note 31) (B7E31) 14,011 15,177
Interest element of finance leases MEMLOZF B 54 85
Interest on bank and other loans RITREMERFE — 687
Interest on loan from a shareholder —ZBERERZFE 136 354
14,201 16,303

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

HE-F-—FAA=tALFE

9. TAXATION 9. TIE
2012 2011
—B-—=F | =F——F
HK$°000 HK$'000
FET FET
Current tax: BNERFH IR :
— Hong Kong — BB 315 1,987
— PRC Enterprise Income Tax — PR EREH 23,651 26,164
(Over)/Under provision in prior year: BEEE GBEERE) BETR
— PRC Enterprise Income Tax — B EMER (9,893) 2
Deferred tax (note 30): EIEFE (Fi5E30) -
— current year — REE — (387)
14,073 27,766

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit for both years.

PRC Enterprise Income Tax is calculated at 25% of the estimated
assessable profit for both years. Pursuant to the relevant laws and
regulations in the PRC, some of the Company’s PRC subsidiaries
are entitled to exemption from PRC income tax for the two years
commencing from its first profit-making year of operation and
thereafter, those subsidiaries will be entitled to a 50% relief from
PRC income tax for the following three years.

During the year ended 30 June 2012, one of the Company‘s PRC
subsidiaries is qualified as software and integrated circuit enterprise
and is entitled to preferential tax rate of 15% since 1 January 2011.

EBEFE UM EFE 2 G ERB R
AT E16.5%:15 -

REEEMSHAMEFE 2 G ER
i MR B K 25% 5 8 - RAE FAREE
ERRER - ARBETHEKEAR
ERegREARMNKLEFEESME
BATBMAEN  ERZERNEER=F
AR ZREMGSHRFER -

BE_T——_FRA=THLFE K
REVEF — B EARENERE
BMEKNEREEX B -F——F—A
—BEAZEI15%2BEHRE -

EEFEERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

9. TAXATION (Continued)

The tax charge for the year can be reconciled to the profit per the
consolidated statement of comprehensive income as follows:

HE-T-—FAA=tALFE

9. MIBw

AEEZBAXHEGAZEBARZ
i A E RIS

2012 2011
—B-CHF )| —T——F
HK$'000 HK$'000
FERT FHET
Profit before taxation Fx 7 B & A 166,977 234,369
Tax at applicable tax rate RERAREAEZMIE 33,075 53,432
Tax effect of expenses not deductible BBLIE B BT8R HBR B 2
for tax purpose 2 RIB & 23,345 15,683
Tax effect of income not taxable BBIE B IERBBA
for tax purpose B E (12,394) (6,235)
Tax effect of temporary difference EREHoMIBRE 20 (91)
Tax effect of tax losses not recognised RERBIEBEREBLE 2,870 1,683
Utilisation of tax losses previously FEALERAERZBIBEE
not recognised (11) (604)
Effect of tax exemptions granted to FEMEARERBIERS
PRC subsidiaries 2 (22,939) (36,104)
(Over)/Under provision in prior year BEFEE BRERE) BETR (9,893) 2
Taxation charge RIS 14,073 27,766
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

10. PROFIT FOR THE YEAR

Profit for the year has been arrived at after charging:

HE—T——FRA=1THIEE

10. £

N/

i

il

F R M TS FNRR T 51 B IR SR -

2012 2011
—B--F | ZF——F
HK$'000 HK$'000
FEx FHT
Allowance for doubtful debt JE U BR KR BR B 4 VT EE
on trade receivables, net 35,663 12,854
Allowance for inventories FERE 1,658 582
Auditor’s remuneration 1% ER AN Bl & 908 806
Cost of inventories recognised as expense HE A FEKAR 333,660 357,297
Depreciation (note 14) e (f:E14)
— owned assets — BEEE 12,841 3,701
— assets under finance leases — REHANBTEE 386 386
Exchange loss P& 7 E5 18 2,214 2,363
Impairment loss on intangible assets | EERBEERE 5,070 3,814
Impairment loss on prepayments, AR IR - Ze REA
deposits and other receivables FE W ERIE R E B 18 7,941 2,168
Loss on disposal of property, HEME - WER&EEE
plant and equipment 858 24
Loss on fair value changes of financial assets & AFEFFABRRZEMEE
at fair value through profit or loss Z AT EEEEE 5,940 1,950
Research and development costs i 75 M B B Bk K 6,795 4,298
Staff costs (including directors’ emoluments & LA (BIEEEHE
— note 11) — M)
— salaries and allowances — Hre KM 22,722 16,311
— retirement benefits scheme contributions ~— B K& FIET 24K 2,211 717
— share-based payment expenses — UM KIE 322 10,330

EEFEERERAR
2011/2012F F



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 BHE-_T——-FA=1+HILFE
11. DIRECTORS’ AND SENIOR EXECUTIVES' N ESERRITHRAERE
EMOLUMENTS
The emoluments paid or payable to each of the seven (2011: seven) EfsEMtRE(CE——F +R)E
directors were as follows: EXFZHEWT -
2012 s
Retirement
benefits
Other scheme Total
Fees allowances contributions remuneration
BIREF
we H 2B sHEI R 48 35
HK$'000 HK$’000 HK$’000 HK$'000
FET FET FET FERT
Executive directors: HWITES -
Feng Yongming 5 7K B 1,083 220 4 1,307
Li Tao =5 1,300 — 12 1,312
Xiao Yan HE 1,300 — — 1,300
3,683 220 16 3,919
Non-executive director: EHITES -
Xu Lei ®rE 260 — — 260
Independent BIUEBITES
non-executive directors:
Dong Shi A 130 — — 130
Hu Dingdong HAE R 130 — — 130
Leung Wo Ping 2 F0 156 — — 156
416 — — 416
4,359 220 16 4,595

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

FOR THE YEAR ENDED 30 JUNE 2012 HE_ZT——FA=+HIEFE
11. DIRECTORS’ AND SENIOR EXECUTIVES' N EZEERERTHEAEMHE
EMOLUMENTS (continued) (&)
2011 —T——F
Retirement
Share-based benefits
payment scheme Total
Fees expenses contributions remuneration
LABR 15 RKAE A
ik X fHRIE STEIR 48 55 B
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHETT FHT T
Executive directors: HITES
Feng Yongming 57K BH 1,083 517 — 1,600
Li Tao ;] 1,300 517 12 1,829
Xiao Yan HE 1,300 5 — 1,817
3,683 1,551 12 5,246
Non-executive director: FERITES -
Xu Lei RE 260 275 — 535
Independent BYIFRTES :
non-executive directors:
Dong Shi e 130 275 — 405
Hu Dingdong HHE R 130 275 - 405
Leung Wo Ping 20 156 275 _= 431
416 825 — 1,241
4,359 2,651 12 7,022
There was no arrangement under which a director waived or agreed FAN - BERECAEZNEXIRERES
to waive any remuneration during the year (2011: Nil). e s ZHE (ZT——F : &) -

BRFEZERERATF
2011/20125F 4 ¥}



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

11. DIRECTORS” AND SENIOR EXECUTIVES'
EMOLUMENTS (Continued)

The five highest paid employees during the year included three
(2011: three) directors, details of whose remuneration are set out
above. Details of the remuneration of the remaining two (2011:
two) non-directors, highest paid employees for the year are as

B

z=

o=

=

(%)

FA-RA

=My

B ) 56T

—HERA=THIEFE

M. EEZNSRITEHA E B

REBHE=

N
i

#H(ZF—

—F:ZREF REZFHFBER
EX2Y - FR - HBTIMEH(ZF——

FMA)FEER

=¥ EE ZFHMFIB

follows: UM

2012 2011
—E-—fF | ZF——F
HK$'000 HK$'000
FER FiBT
Salaries, allowances and benefits in kind e EMREYNR 2,240 2,175
Share-based payment expenses AR 19 Z A 5RE — 1,033
Retirement benefits scheme contributions RRTE M E B 25 12
2,265 3,220
The number of the highest-paid individual senior executives whose FENTUATHBE 2 ZEHFRITHRA

emoluments fell within the following band is as follows: BAHMT :
2012 2011
—B-——F | _F——F
HK$1,000,001-HK$2,000,000 1,000,001/ 7T — 2,000,000/ 7T 2 2

During the year, no emolument was paid by the Group to the
directors of the Company or any of the five highest paid individuals
as an inducement to join or upon joining the Group or as
compensation for loss of office (2011: Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

12. DIVIDEND

The Board of the Company does not recommend the payment of
a final dividend for the year ended 30 June 2012 (2011: Nil).

13. EARNINGS PER SHARE

(a)

(b)

Basic

The calculation of basic earnings per share is based on the
consolidated profit attributable to the owners of the
Company of HK$152,904,000 (2011: HK$201,942,000) and
weighted average number of 2,497,376,000 (2011:
2,125,119,000) ordinary shares in issue during the year.

Diluted

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$152,904,000 (2011: HK$217,119,000)
and the weighted average number of ordinary shares of
2,498,388,000 (2011: 2,544,654,000) 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$152,904,000
(2011: HK$201,942,000) as used in the calculation of basic
earnings per share plus effective interest expenses on
convertible notes of Nil (2011: HK$15,177,000).

HE-F-—FAA=tALFE

12. I B

ARAREEEITEBRREREHE_ZT—C
FERNA=ZTHIEFE 2 RHRE (ZZT—

—F ) o
13. IR & A

(a) EX
BRERZBFSBREARARHEE A
FE(E 4R A% F152,904,00058 7T (=
T——4F : 201,942,000/ 7T) M F
NBE BT TRKMETHH
2,497,376,0000% (- ZF——4 :
2,125,119,0000%) 5t & -

(b) #8§

RNEE 2 GREEBFTBREBEARAR
A A ANEMERERSF
152,904,000/ (Z 2 ——%F -
217,119,000/ 7T) RAF EEITIE
Sz EE OBk o F ¥ &
2,498,388,000 (=T ——4F :
2,544,654,0008%) &R FTAE#
HETEEBR T EERTH -

RRAREE AEIECAREF R
AEERERARFAAZERNLRR
A% A AR F152,904,0007%
JL(ZZE——%F : 201,942,000/
J0) BINAIR R ER 2 BEF 2R
TEBFE (T — — F
15,177,000/ 7T) 51 & °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

13. EARNINGS PER SHARE (continued)

(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 2,497,376,000 (2011:
2,125,119,000) ordinary shares in issue during the year as
used in the calculation of basic earnings per share plus the
weighted average of 1,012,000 (2011: 17,249,000) 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 Nil (2011: 402,286,000) 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.
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(b) #8 »)

TRRESE BT FT A 2 EimAR in s T
BEDNIEFEGRERRBNAZ
FADETERRMNETAH
2,497,376,000 (ZF ——4F :
2,125,119,000/%) 5 HN18 = (2 2%
T2 B NNHET19201,012,000
B (ZE——%F :17,249,0008%)
(BWMARRRFAEERED BT
) WRBAEEREITZEBR
MEFHHEER (ZE——F -
402,286,0000%) (AR EIFI A
ARBREBRE AR EE -

B F AR R B R AR TT AR
- JREREMRREE 2 TE
BHSRARRRDZFEHE -
B FE R 5 A 2 A B 30 AR AR
R EBERE - TRERENRBK
BECDETE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 BE-_T—FA=1TAHLEFE
14. PROPERTY, PLANT AND EQUIPMENT 14. M%  WFE KEE
Transmission
Furniture Plant  and other Construction
Computer and  Leasehold Motor Office and  network in
equipment fixtures improvements vehicles  equipment machineries  equipment progress Total
BAR g BER EBaRit

BhRfE ETRE  MRRE nE  WAERM BE BaRG ERIE it
HKJ'000  HKF'000  HK$'000  HK$'000  HKS'000  HKS000  HKE000  HKE000  HKE000
TEL T THT TEL TR TATL TEL TR TATL

cosT B
At 1 July 2010 RZE-5E

tA-H 298 226 478 7,054 1,343 212 - — 9,561
Additions RE 106 28 — 3,360 857 — 98,072 14,392 116,815
Disposals irk= - - = = (106) — = — (106)
Exchange realignment B % 5% 1 8 1 308 84 11 2,712 398 3,533
At 30 June 2011 RZ5——%

~A=TH 415 262 429 10,722 2,178 223 100,784 14,790 129.803
Additions RE 666 367 1,066 1,233 1,590 — 123,172 3,894 131,988
Disposals e - (28) (399) - - - (13,064) = (13,491)
Exchange realignment X 5% 5 4 1 114 48 4 2,464 304 2,944
At 30 June 2012 RZE-ZF

~B=1H 1,086 605 1,097 12,069 3,816 227 213,356 18,988 251,244
DEPRECIATION &
At 1July 2010 RZE-ZF

tA-H 68 93 373 1,156 566 118 — — 2374
Charge for the year EERE 81 4 4 1,711 390 4 1,779 - 4,087
Eliminated on disposals ~ #i3it & = = = = (41) = == . (41)
Exchange realignment B 5% 3 4 1 67 37 7 49 - 168
At 30 June 2011 RZ%——%

~B=TH 152 137 418 2,934 952 167 1,828 — 6,588
Charge for the year EEHE 214 104 356 2,267 643 10 9,633 — 13,221
Eliminated on disposals ~ #i&H & - (16) (399) - - - (625) = (1,040)
Exchange realignment ~ ER 5% 2 2 1 11 2 3 77 - 17
At 30 June 2012 RZF-ZF

~NB=1H 368 227 376 5212 1,616 180 10,913 — 18,892
CARRYING VALUES e
At 30 June 2012 RZE-ZF

~B=TH 718 378 721 6,857 2,200 47 202,443 18,988 232,352
At 30 June 2011 RZF——F

~NB=18 263 125 11 7,188 1,226 56 98,956 14,790 123,215
The carrying value of the Group’s assets held under finance leases RZE—Z—FXA=+H  sTAAEE
included in the total amount of motor vehicles at 30 June 2012 BASBEREBEREBARECEEZ
amounted to HK$739,000 (2011: HK$1,125,000). BRAEA739,0008 L (2 ——%F ¢

1,125,000 7T) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 BE_Z——FX XA=Z1+HLEE
15. GOODWILL 15. &
HK$'000
FET
CARRYING VALUES RHEE
At 1 July 2010, 30 June 2011 RZE-—ZFLtA-ANUERZT——FA=1TH
and 30 June 2012 F=—FE——FA=1+H 753,146

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

follows:

2012 2011
—B—ZF | ZE——

HK$'000 HK$'000
THET THET

Wireless digital terrestrial television network — Hb Tl & AR E F BRBAE LB S
equipment integration (note 1) GEAD) 443,763 443,763
Digital cable television business (note 2) BEHEHTERES (3x2) 309,383 309,383
753,146 753,146

Notes: s -

1. The core technology used in wireless digital terrestrial television 1. HWEASRSHTERAEREENESHT
network equipment integration business is under the technology B OB R 255 T2/
umbrella group of the encrypted integrated circuits business. fly&xF/N A8 o

2. The design technology of the wireless digital audio integrated circuits 2. IS T ESANE R RITERERER

business has grown and diversified to application in the digital cable
television business and expected to benefit from the synergy of the
combination of both businesses.

Z U ERRARBFERERIER
WIRHIS R BN A O IR TS 2 1 R
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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 22% (2011: 21%).

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 fourteen-year
period. The discount rate applied to cash flow projections is 18%
(2011: 19%).

The Group management’s determined budgeted growth rate and
gross profit margin based on past performance and market
expectation.

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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

15. GOODWILL (Continued)

B —FEXA=THILFEE
15. B2 @

WHESHTERBEIBREA RS
EEE BT 2 AR & B Ty DA G R E E AT
B% RESREREHEZHBIRHE
RMEZRERERAMERE - RHA
FARREREBAZFRER22%
(CF oA EOR

ERETERER RS ELEILZA
WEeBHAEAEBESES  BES
BERBHEZWBBEFE RSN
EFAMET  AHRTHF ARES
TMEBACITERAE18% (ZT——F ¢
19%) °

AEBEEEEZHRERREXMENKT)
REBERBERTSEHEE -

HRREELETZAINOESESNE
FRHE AAREERRNBESHRA
BEREEYARRE -

EEFEERERAR
2011/2012F F



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

16. INTANGIBLE ASSETS

HE-T-—FAA=tALFE

6. B EE

Technology Development
fee costs Total
H i & A B B A AR et
HK$'000 HK$'000 HK$'000
FHET FET FET
COST DN
At 1 July 2010 R-_ZE—ZF+HF—H 31,976 6,077 38,053
Additions RE 44,642 — 44,642
Exchange realignment PE W S 2,835 304 3,139
At 30 June 2011 R-_E——FA=+H 79,453 6,381 85,834
Additions NE 81,693 — 81,693
Disposals & (32,562) — (32,562)
Exchange realignment PE W S 1,766 124 1,890
At 30 June 2012 R-ZE——FXNA=+H 130,350 6,505 136,855
IMPAIRMENT A
At 1 July 2010 RZE—ZEF+HF—H 2,731 1,215 3,946
Impairment VERED 3,193 621 3,814
Exchange realignment ME WA 224 78 302
At 30 June 2011 RZE——FNA=TH 6,148 1,914 8,062
Impairment VERED 5,070 — 5,070
Exchange realignment Rk 143 37 180
At 30 June 2012 R-ZE——FXA=+H 11,361 1,951 13,312
CARRYING VALUES RHEE
At 30 June 2012 N-ZZE——F,A=+H 118,989 4,554 123,543
At 30 June 2011 RZE——FA=+H 73,305 4,467 77,772

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

17. DEPOSITS FOR ACQUISITION OF

133

1Sk

NON-CURRENT ASSETS

HE-F-—FAA=tALFE

17. WEIFRBEECEE

2012 2011
—B-F | =F——F
HK$'000 HK$'000
FET T
Deposits for acquisition of intangible assets ~ WIEEF L E 2 & 75,933 —
Deposits for acquisition of property, WEM* BRERZE 2R
plant and equipment 21,661 32,739
97,594 32,739
INVENTORIES 18. 78
2012 2011
—B-—=F | =F——F
HK$'000 HK$'000
FET T
Raw materials R # 1,128 3,503
Work in progress ER G 3,449 1,958
Finished goods BIFK om 169,829 1,637
174,406 7,098
TRADE RECEIVABLES 19. FEU AR X
2012 2011
—B-—F | =T —F
HK$'000 HK$'000
FERT FHET
Trade receivables JE Y BR 31 497,245 580,971
Less: allowance for doubtful debts B REREAE (49,294) (13,208)
447,951 567,763
Less: portion classified as current assets B DEAREEES D (447,951) (509,956)
Non-current portion SEmEIEB 1D — 57,807

BRFEZERERATF
2011/20125F 4 ¥}



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

19. TRADE RECEIVABLES (continued)

The ageing analysis of trade receivables (net of allowance for

HE

19.

TE-EXA=ZTHIEEE
JEULBR TR (@)

FEUBR R (FOBR RER BB &) Z BRIk DA

doubtful debts) was as follows: T
2012 2011
—E--—F | ZE—%F
HK$’000 HK$'000
FERT FAT
Within 30 days =+tHA 75,721 149,841
31 — 90 days =+—Z=hTH 41,693 40,512
91 — 180 days Nn+—Z—8BNA+H 90,327 88,664
Over 180 days =P =0 240,210 288,746
447,951 567,763

The ageing analysis of trade receivables (net of allowance for
doubtful debts) that were past due but not impaired are as follows:

BB RIRE 2 FEUR IR (FORR R AR B

BR) REIMMT

2012 2011
—E-ZF | ZF——F

HK$'000 HK$'000

FET FHET

Within 30 days =+HRA 23,955 50,738
31 — 90 days =+t—&Eh+AH 111,878 72,636
91 — 180 days Nn+—Z—BNA+H 38,992 51,302
Over 180 days —BN+BEMNUE 190,774 81,816
365,599 256,492

The Group generally allows credit periods ranging from 30 days to
180 days to its trade customers.

Heng Xin China Holdings Limited
Annual Report 2011/2012
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE

19. TRADE RECEIVABLES (continued) 19. FEBR X ()

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.

BEEY A RE 2 RURIREARKE T
BRURZLHEZZZBIEF AR
RIZFBERR  ARAEEARBEAR
RERERIELRERE  BREEPZ
EEERYEEREE - MAERKAK
RRAARHKE - REEW B\ ZF
ERF A EMER RS EMNEERER
B o

The following is the movement in the allowance for bad and RIERBEHE 2 ZBHOT
doubtful debts:

2012 2011
—B-—F | =F——F
HK$'000 HK$'000
FET FET
At beginning of year NG 13,208 —
Impairment loss recognised BRI EEE 48,364 12,854
Amounts recovered during the year F U E 2 FREE (12,701) -
Exchange realignment RS 423 354
At end of year RER 49,294 13,208

At the end of the reporting period, the Group has determined
trade receivables of HK$48,364,000 (2011: HK$12,854,000) as
individual impaired. The impaired trade receivables are due from
the individual customers which are in default or delinquency of
payments.

REEEIR - AEBE EE 48,364,000
Bt (ZF——% 1 12,854,000 7T) 2
FEU R SR B ERIRE - BE-BUKIRKTY
FEW BRI R P R HE R 2 5RIE o

EEFEERERAR
2011/2012F F



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE_Z-——F A=Z+THILEE
20. PREPAYMENTS, DEPOSITS AND OTHER 20. BT RIE ~ R E KA E
=+
RECEIVABLES W IE
2012 2011
—E-—F | ZFE—F
HK$'000 HK$'000
FEx FET
Advance to suppliers M FE P 2R 256,053 233,111
Other deposits HEtizse 2,766 1,711
Other receivables H e W SRR 81,751 12,149
Prepayments TERT IR 35,178 13,091
375,748 260,062
21. FINANCIAL ASSETS AT FAIR VALUE 1. BV EMABERLZE
THROUGH PROFIT OR LOSS Rl & E
2012 2011
—E-CZF | ZT——F
HK$'000 HK$'000
THER FHET
Investments held-for-trading BHIEEEREA
— Equity securities listed in Hong Kong — REB LM ZRAEFES 2,610 8,550
At the end of the reporting period, the above investments are RIERR - LR EDNZRLEL2ERE
stated at fair values, which are determined by reference to the ABEAFR S RETmEEE 2 AT E
closing prices quoted in the relevant stock exchange. HIER o

Heng Xin China Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2012

22.

28 |

e BRI

HE—T——FRA=1THIEE

AMOUNT DUE FROM A RELATED 22. RN — B RAE A Al 5K IR
COMPANY
Balance Balance Maximum amount
at at outstanding
Name of company 30.6.2012 30.6.2011 during the year
R-B—Z=F R-B——F
ARA=+HZ AA=t+BAZ FRREE
ARER 23 23 BE%E
HK$'000 HK$'000 HK$'000
FHET FHET FHET
Beijing Hengtai Technologies ERERNEREE
Co., Ltd BEREERT — 50,257 50,991

Mr. Tian Songlin, a director of Beijing Jingiao Hengtai Technology
Co., Ltd, a wholly-owned subsidiary of the Company, was also a
director of Beijing Hengtai Technologies Co., Ltd. up to
13 December 2011.

The amount due is unsecured, interest bearing at 5.6% per annum
(2011: 5.6% per annum) and fully repaid during the year.

RESTRICTED BANK DEPOSITS 23.

Trade deposits amounting to HK$1,731,000 (2011: Nil) have been
received from a customer and the deposits will be released upon
the delivery of goods to the customer.

EREBERHEERAR (K2FIZE
EWNBRR) EEEMMEL - REEZ
T——F+ZA+=HITAILREX
EFEMEBEREEARIZES °

LU TE B EEIR - RFEFES 6%
(ZZ——F : FRE56%) ;B RRE
NEBHEE -

B R HIRITER
EEEFPWEAZ1,731,0008 T (=&
%

——F TR ZRPEE - MEF
EHNEMIN T LB RERRE -

EEFEERERAR
2011/2012F F



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE_Z-——F A=Z+THILEE
24. CASH AND CASH EQUIVALENTS 24 HE REEFEY
2012 2011
—E—CZF | ZE—F
HK$'000 HK$'000
FET FHET
Cash at bank and in hand RITERKRBRR 149,044 253,113
Cash at other financial institutions REMeREE R — 35,364
149,044 288,477
As at 30 June 2012, the cash at bank and in hand of the Group R-ZZE——FXA=+8 A&EEZR
included currencies denominated in Renminbi (“RMB") which TEFERSEEUARE (ARE])
amounted to approximately HK$128,052,000 (2011: SHEZ G - #/5128,052,00008 7T (—
HK$205,466,000). RMB is not freely convertible into other T ——4F : 205,466,000/87T) - AR
currencies, however, under the PRC’s Foreign Exchange Control TAIEBEALBAREMER - AW - BE
Regulations and Administration of Settlement, Sale and Payment H B 2 HNE BB R0 I A BE B R A
of Foreign Exchange Regulations, the Group is permitted to EEERTE  AEEBELSRBREE
exchange RMB for other currencies through banks authorised to THINEXB 2 RITHARB LB AREM
conduct foreign exchange business. B o
Cash at bank earns interest at floating rates based on daily bank RITEFRBROTSAFANEIRES)
deposits rate. The bank balances are deposited with creditworthy FIEBREUFE - RITEBRT A EER
banks and other financial institutions with no recent history of o BimEfE R ARk 2 IRIT N HE M © Bl
default. T o
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An aged analysis of the trade payables as at the end of the reporting
period is as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

25. TRADE PAYABLES

BE-_Z——HF#XA=1tHILFE
25. FE{SBR X
R EHREMNBERZRESTWOT ¢

2012 2011
—B-=F | =F——F
HK$'000 HK$'000
FEx FHT
Within 30 days =+HA 2,553 76,058
31 to 60 days ET—ZEZ = 3,261 7,936
61 to 90 days N Wil 4,246 14,138
Over 90 days S EN S 40,502 27,032
50,562 125,164
26. RECEIPTS IN ADVANCE 26. TEUTER K
2012 2011
—B-——F | =F——F
HK$'000 HK$'000
FEx FHET
Cooperation development fee SEFRZEER

(Note) G 98,192 —
Other receipts in advance H b 78 UK BR 3K 9,611 6,767
107,803 6,767
2012 2011
—E-ZF | ZT——F
HK$'000 HK$'000
FET FHT

Analysed for reporting purpose as: MEMEL DT -
Current liabilities mENEE 34,159 6,767
Non-current liabilities ERBBE 73,644 —
107,803 6,767

BRFEZERERATF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

26. RECEIPTS IN ADVANCE (continued)

27.

Note:

On 24 August 2011, the Group has entered into a cooperation agreement
(the "Cooperation Agreement”) with Beijing Huaxia Innomedia Technology
Co., Ltd (“Beijing Huaxia”), pursuant to which the parties agreed to jointly
operate and develop the advertising business and value-added services of
the digital mobile television project and 60,000 electronic displays in Hebei
province for 10 years (“Hebei Mobile Advertising Business”).

Under the Cooperation Agreement, Beijing Huaxia shall contribute to the
Hebei Mobile Advertising Business a cooperation development fee of
RMB200,000,000 (equivalent to HK$245,480,000).

The Group has already received RMB100,000,000 (equivalent to
HK$122,740,000) as cooperation development fee during the year ended
30 June 2012. As the Cooperation Agreement with Beijing Huaxia is for
10 years, the cooperation development fee will be amortised over the 10-
year period with RMB80,000,000 (equivalent to HK$98,192,000) recorded
as receipts in advance as at 30 June 2012.

PROMISSORY NOTE

On 17 February 2011, the Company issued a promissory note of
HK$8,000,000 to GEM Management Limited as commitment fee
pursuant to the Equity Line of Credit Agreement entered by the
Company on 29 December 2010 (note 38). The promissory note is
interest bearing at 8% per annum and payable on or before 28
December 2011. During the year, the Company settled
HK$6,000,000, the remaining HK$2,000,000 will be settled at the
end of 2012.

Heng Xin China Holdings Limited
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HE

20.

27.

—E-—HRA=THILFE

BRI (@)
MzE -

RZZ——FNAZ+HE - RE@EERE
ENBEENMEERAR ([IEREE]) L
GEwmE ([&EHBZED - Bt FTHOHFRE
RTFRAEREERERNTILEZBHEHT
ERBEEUKG0,000BETHERNRZESE
BREERS (DIt BEES EK]) -

BIEAIERE  tREEAR I BB ESE
B A EREZEEA AR 200,000,000
(#8'E 7 245,480,000 7T) °

BHE-_ZT——FA=1THLEE AEHD
U E A B2 #5100,000,0007T (FE 122,740,000
BIT)  EREERZEER - AREIEREE
RNz EER@EANTEF - AIEREERK
R IR - H+ AK#80,000,0007T
(15 &7498,192,000 L) R —ZF X A
=+ HIRBRERAR °

AR

RZE——FZA++H - AARIREAR
RAR_E—ZEF+_A=-t+hBFL2Z
fig #8915 & 9 3 M GEM Management
Limited3%778,000,00078 70 X 2 EEA
EERAE (WiE38) - AN BBIRFH X
8%:tE  WEN -—ZE——%F+-A—-+
NBHZAIMEE - FR - AQRIEEE
6,000,000/ 7T + &2 ~2,000,0007% 7T #%
RZTE—ZFFREE -



The Group leased certain motor vehicles under finance leases. The

average lease term is 4.5 years (2011: 4.5 years). The interest rates

underlying the obligations under finance leases are fixed at

respective contract dates and range from 7.6% to 8.4% per annum

(2011: 7.6% to 8.4% per annum).

Minimum lease payments

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

28. OBLIGATIONS UNDER FINANCE LEASES

BE-Z —F/A=+ALFE
28. MMEMRAET

AEBERERERNBESTRE - F
HHREFHAENEH (T —F : WF
¥) - MERNETZAEBANEIREB
ZEH B EAEFT.6%E8.4% (=
E——F : BF7.6%%£84%) °

Present value of
minimum lease payments

BEAE BEHEEBRE
2012 2011 2012 2011
“E-CF 25 —E-C-F§ —T——F
HK$'000 HK$'000 HK$'000 HK$'000
THERT FET TAET FiET
Amounts payable under BB ERLAOENZE :
finance leases:
Within one year —FR 430 430 406 375
In the second year £ 107 430 105 406
In the third to fifth years, BE=FFEAF
inclusive (EEMEREERN) — 107 — 105
537 967 511 886
Less: Future finance charges W AKRBEER (26) (81) — =
Present value of lease obligations F#) & fZHE 511 886 511 886
Less: Amount due for settlement & : AR —ERX5(E
within one year (shown ZHHE
under current liabilities) GlBTREERE) (406) (375)
Amount due after one year —F %38 2 A 105 511

EEFEERERAR
2011/2012F F



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

29. OTHER BORROWINGS

BE-Z——FXA=+ALFE
29. Btk

2012 2011

—EB-—fF | ZF——F

HK$'000 HK$'000

FE T FHT

Other loan HEMER — 12,041

Other loan is unsecured, interest bearing at 5.31% (2011: 5.31%)

per annum and settled during the year.

30. DEFERRED TAX LIABILITIES

HinEFREER - mENE531% (=
T——%F :531%) 58 - LERFAE

Intangible

assets

BREE

HK$'000

T T

At 1 July 2010 RZE—ZFtHA—H 2,267
Credited to profit or loss ATABER (387)
Exchange realignment ME WA 103
At 30 June 2011 RZTE——FRA=1H 1,983
Exchange realignment ME WA 38
At 30 June 2012 RZZE——_FA=+H 2,021
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ma

B 35 SRR Y R

FOR THE YEAR ENDED 30 JUNE 2012

31. CONVERTIBLE NOTES PAYABLE

(a)

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
“Jingiao 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.

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.

The conversion price has been adjusted to HK$0.329 after
the bonus issue during the year ended 30 June 2011.

On 20 June 2012, an aggregate of HK$105,025,000 principal
amount of convertible notes was converted into 319,225,000
ordinary shares of the Company at the adjusted conversion
price of HK$0.329 per conversion share. The convertible notes
issued on 4 December 2009 were fully converted during the
year ended 30 June 2012.

HE-T

(a)

——FRA=THIEE

31. BT AT AR

FiE

R-ZBEZAE+_AWE - RI[&
BUWEEEIRIASNESEE]E
PUEAT BUR M ER B BT RS ES
$£264,725,0007% 7T 2 A f& 6] A] #2
KREE - E—HHBRERAQAEH
HAEZTTNF+-_AWAZASE
ﬁq °

ZEEBRTEES  NUBRKREE
BATE B AERTHA R A (] BE ) AT %
BRI 15 0.347 T (AT E A

HEEEHRIZLOIIELAE) 27
iﬁ?ﬁ—%}i?ﬁﬁ$&ﬁ L@k o B
LRI AR - KW BAARAREE
AN ER MR AR ATRREIRA
RA MR ERETAM 2 FHBESF
EHED -

AgRERAESN 22 HETIR
Iﬂ%T\T?ﬁHQ;‘T‘%FZFﬁ%ﬂ%%

o fEan AN 2 AT EIAR
3% — aTEAT — MEHRE(ER
BEITE - YR AFTRERRRR
2z RRER A

BERTZABRREERZFNEFRXTS
REBMEZE - gt GBI UKD
9.6% 2 B MK H

ABMECREE
THIEFEZARE
0.32987T °

HF

—F——FRX
R 1TIR A

i 11l

<A
B

RZZE—ZFAA=Z+H A&5
4 #£105,025,000/ 70 2 AJ iR =
BERESRBERKGKH0.3298 T2
AR S (B R 4319,225,000
BANBEBR - RZZEZNF+
ZAMBETZIBRBRERERE
EE—_FRNA=ZTAHLFEE
R o
ESFEEZERERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

31. CONVERTIBLE NOTES PAYABLE (continued)

(b)

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.

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 components.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 BE-_Z——HF#XA=1tHILFE
31. CONVERTIBLE NOTES PAYABLE (continued) 3. BN AR EE @)

The liability component of the convertible notes recognised in the

RER A MM KR AR 2 A AR R IR
BERDAELT :

consolidated statement of financial position are calculated as

follows:
HK$'000
FHET
At 1 July 2010 R—E—ZEF+H—H 176,694
Issuance of notes by the Company KRBIEITRE 184,083
Effective interest expenses for the year REE2ERFERX 15,177
Conversion to shares of the Company HIRBAR R RRAD (111,450)
At 30 June 2011 S =+ H 264,504
Effective interest expenses for the year REE 2 ERFERX 14,011
Conversion to shares of the Company bR Y=V /NG E5) (82,666)
At 30 June 2012 A= GEoR B =R 195,849
32. SHARE CAPITAL 32, K
2012 2011
—E--F% 25
Number Number
of share HK$'000 of share HK$'000
RHEA TET BHEE TET
‘000 ‘000
TR T
Authorised: BE
Ordinary shares of HK$0.01 each ~ FIRE(E0.01% T2 & &M 10,000,000 100,000 10,000,000 100,000
Issued and fully paid: BRETRAR
At beginning of year RET] 2,487,092 24,871 1,563,903 15,639
Issue of shares upon placing RS EEM BT 2RH — — 200,000 2,000
Issue of shares upon conversion & BRI REEEM %57
of convertible notes (note 31(a) 2B (F3E31(a)) 319,225 3,192 485,410 4,854
Issue of shares upon exercise RiTHEEAREM T
of share options (note 33) R (B aE33) 2,273 23 98,717 987
Issue of bonus shares BITH IR — — 60,923 610
Issue of shares for additional S B AR
interest in subsidiaries ZEIMNERT BT B - — 78,139 781
At end of year RER 2,808,590 28,086 2,487,092 24,871
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

33. EQUITY SETTLED SHARE-BASED
TRANSACTIONS

(a) The Company had adopted an employee share option scheme

HE-T-—FAA=tALFE

33. AER S E M AR D A
W5

(a) ArFER=—TE=4=A+=A

(“the Scheme”) on 13 March 2003. A new employee share
option scheme (“the New Scheme”) has been approved by
the shareholders of the Company in the Company’s annual
general meeting held on 30 December 2011. Details of which
were set out in the Company’s circular dated 28 November
2011. The purpose of the Scheme and the New 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 or rewards for their contributions
to the Group.

Details of the share options granted under the Scheme and
the New Scheme and their subsequent movements are as

Ry —1RE BB 8 ([&E
2)) - HE TR S (T35
e -—E——F+-A=t+H
BIZARABRRBFAEG LEX
RERRALE - FEHENARFA
PR-—T——F+—-HA-tN\RZ
A o ZETEI M BIEES A
SEAAEE2EE (BEAKHE
E2RFARBEENESE  FAKEZ
BRRXRESFEMAL) REBER
o ERREHAKEMERERZ
REN KO -

AT AR BT 8 R st 81 8
Pz FEREREE

follows:
2012 —E-—F
Category of Exercise Exercised
Eligible Scheme price Outstanding  Granted during during Outstanding
Participants  Date of grant pershare  Exercisable period Vesting date at 1July 2011 the year the year  at 30 June 2012
} Hog--x Hog-zx
ARAHE o 88 ) AAztE
SHEZEN  REEH BRORE %R BEAH RTE REARYE RERTE RTE
'000 '000 '000 ‘000
T i i T
Directors 18 February 2009 HK$0.358 18 March 2009 18 March 2009 2273 - (2213) -
to 17 March 2012
EE ZEIAECATAR 03%ERn  ZEZEAESATBE ZEEAFSATA
Z5-ZE=ATtR
Directors 13 April 2011 HK$1.54 13 May 2011 13 May 2011 1,700 - - 7,700
. to 12 March 2013
g% “Z--%BAT=R 154%%1  -F--€RAtZRE  -E-—§RATZA
“E-ZE-RTZH
9,973 - (2.2m3) 7,100
Employees 13 April 2011 HK§1.54 13 May 2011 13 May 2011 22,300 — - 22,300
. to 12 March 2013
EE& ZE--ERAT=A 1548%  ZE-—%RA+SHE  ZE--§RAt=A
ZB-=%¥ZA+zH
Employees 29 February 2012 HK$0.84 1 March 2013 1 March 2013 - 3,000 - 3,000
to 29 February 2016
3 ZE-ZFCRCtAB oMEn  “E-Zf=f-RE “E-Z%¥=h-H
Z5-~EZAZthA
22,300 3,000 - 25,300
32,213 3,000 (2.m3) 33,000
Number of options exercisable at the end of the year 30,000
RERTARZERERR
Weighted average exercise price HKS1.46% T HKS0.84%T  HKS0.358% % HKS1.48% T
METHHRE

Heng Xin China Holdings Limited
Annual Report 2011/2012




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

33. EQUITY SETTLED SHARE-BASED

TRANSACTIONS (Continued)

HE-T

33. AfEm

——FRA=THIEE

EE N IR, A
W5 @

(a) (continued) (a) #®)
2011 —E——F
Category of Exercise Exercised Adjusted
Eligible Scheme price Outstanding ~~ Granted during during during Outstanding
Participants Date of grant pershare  Exercisable period Vesting date t 1 July 2010 the year the year theyear  at 30 June 2011
} RZE-%F R_E-——%
SERAE 1 BB . \ RAZtE
BEEER RiiAH BRifkE S GEEH AR REARH RERTTE REREE EXi)d
‘000 ‘000 '000 ‘000 ‘000
Th T T T T
(Note)
(i)
Directors 18 February 2009 HK$0.358 18 March 2009 18 March 2009 3,00 — (1,000) 3 213
to 17 March 2012
£z ZEENECATNR 038%%  “EEAFZATNRE  ZREAFZATNR
ZE-ZEZAT4E
Directors 13 April 2011 HK$1.54 13 May 2011 13 May 2011 — 7,700 — — 7,700
to 12 March 2013
£% “2--%¥MA+=H 15487 ZT--%Rf1=AE Z--%§RAt=R
“E-%#Zf1ZH
3,200 7,700 (1,000) 73 9973
Employees 18 February 2009 HK$0.358 18 March 2009 18 March 2009 7,500 — (7,7117) 217 —
to 17 March 2012
& ZRENFCATAR o38En ZREAFSATABE ZEEAEZATAR
Z3-Z£=814R
Employees 13 April 2011 HK$1.54 13 May 2011 13 May 2011 = 22,300 — - 22,300
to 12 March 2013
&8 “Z-—¥MAT=H 154%r  ZF-—48f+-REZ -F-——%nfAt=A
—T-=¢=frzH
7,500 22,300 (7,717) 217 22,300
10,700 30,000 8,717) 290 32,273
Number of options exercisable at the end of the year 3,013
RERTRZBRESE
Weighted average exercie price HKSO.37AT  HKSTS4BTL  HKS0.358%7T - HKS146%ETT
MEHSRE
Note: Bt &

The number of the share options outstanding was adjusted with
the issue of bonus shares during the year ended 30 June 2011.

During the year ended 30 June 2012, options were granted
on 29 February 2012. The estimated fair values of the options
granted on that date were approximately HK$965,000.

The weighted average share price at the date of exercise for
shares options exercised during the year was HK$0.79 (2011:
HK$1.57).

The options outstanding at 30 June 2012 had an exercise
price of HK$0.84 or HK$1.54 (2011: HK$0.358 or HK$1.54)
and a weighted average remaining contractual life of 0.91
years (2011: 1.63 years).

ATEBERE B CEARSE—T—
FRA=ZTHLEFREZEITARMSBE -

RBE-_Z——FA=1tHILHF
B BREIR-_Z——F-f=
THERE - R BRE 2 B
2 st AF{EH 5965,000/ 7T ©

FRABITEZEBRERNTFEBESRZ
IEFEHRE(E 0798 T (Z & —
—4 1 578TT) o
R-ZT——FXA=THEKRITE
RS AE 2 1T1#(8 50.848 705 1.54
BL(ZZF——%F : 0.358B LK
1.54870) @ MEFHEHHRTELF
BA09IF (ZE——F : 1.63
F) o

EEFEERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z——FXA=t+HLEFE

33. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (Continued)
(a)

(a) (Continued)
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 model.

(%)

33. Mgm s B MAR D B E
WX 5 )

BREZ2FEREBR

R B R RS R < A FE
D2EREEREZ ATERE -
PRI MRS 2 fh st X FERIHZA )
— RSN EERLUETE -
RN T B 2 B KFH o
BhR BT E BRI E
EIEAITREZ A

Grant date 29.2.2012 13.4.2011 18.2.2009
A —ZT—=fF —T——F ZEENF

—A=+ANH mA+=H —A+tANR
Fair value at measurement date  REfE B Z AFE JHK$0.3228 7t | HK$0.344787C  HK$0.09876 7T
Share price I (B HK$0.8378 7T HK$1.51%877C  HK$0.351%8 7T
Exercise price 171818 HK$0.8438 T HK$1.54/%8 7 HK$0.37/8 7T
Expected volatility TE HA R i 64.37% 62.28% 64.60%
Option life 5 A 4F B 2.5 years® 1.0 years®F 1.5 years®F
Expected dividends TEEARR B — — —
Risk free interest rate o 3 g 1 0.29% 0.29% 1.871%

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.

Heng Xin China Holdings Limited
Annual Report 2011/2012
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE

33. EQUITY SETTLED SHARE-BASED 33. A EREE MUK AE
TRANSACTIONS (continued) W5 @

(b) REAAFTEEHRHRAATRS
ZEANF+A-F+HHE-Z—F
F+—AABBRTYRIBEAS
IR — RIS ([— R -
RARE SEE RIS KRBT
TRAENRINR-ETAE+A-+
tAR-E-TE+—ANAEA
A BTRATESE20% 7 AR
FIBLS o LA T HEARAE TR 18 — M1

(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 of the Company
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.

RERH o
() The terms and conditions of the grants are as follows: () WATARHBEBREZGRR
5
Number of
instruments  Vesting conditions Exercise period
THEEE BERS e
‘000
)
Options granted to consultants
of the Company
BT ARARIER 2 Bk
— on 10 November 2009 90,000 Immediately from 10 November 2009
the date of grant to 9 November 2010
—R=ZZEFAFT—HTH R B AR R —EZNEFE+—HA+A
Z_Z-ZE+—-ANA
— on 30 November 2010 90,000  Immediately from 30 November 2010
the date of grant to 29 November 2011
—R=F-Z5+—HA=+H R H B RN 5 R —Z2-TF+-A=+H
E_Z——F+—AZ+NH
Total share options 180,000

BhoEeH

EEFEERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012 BHE-_T——-FA=1+HILFE
33. EQUITY SETTLED SHARE-BASED 33. MR 58 M AR A E
TRANSACTIONS (continued) M5 @
(b) (continued) (b) &
(i)  The number and weighted average exercise prices of (i) AT AEREZEE KN

share options are as follows:

FHIER

2012 2011
—F--F —FF
Weighted Weighted
average Number average Number
exercise price of option exercise price of option
mE¥H ¥
TR BREHA TEfE BiEE B
‘000 ‘000
T4 T3
Outstanding at the beginning ~ F#) K17
of the year HK$1.32/8 T 90,000 HK$0.737% T 90,000
Granted during the year RERE LY — — | HK$1.32BT 90,000
Exercised during the year RERTTE — — | HK$0.73B T (90,000)
Lapsed during the year RERKH HK$1.3238 T (90,000) — .
Outstanding at the end FRRTE
of the year — — HK$1.32/& T 90,000

The options granted on 30 November 2010 were lapsed
during the year ended 30 June 2012.

The weighted average share price at the date of exercise
for shares options exercised during the year ended 30
June 2011 was HK$1.04.

The options outstanding at 30 June 2011 had an
exercise price of HK$1.32 and a weighted average
remaining contractual life of 0.42 year.

Heng Xin China Holdings Limited
Annual Report 2011/2012
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——HFXNA=FTHIFEX
e
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HIEFERTEZERER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

33. EQUITY SETTLED SHARE-BASED
TRANSACTIONS (Continued)

(b) (Continued)

(c)

(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.

Terms of unexpired and unexercised share options at end of

HE-T

z

~

——FRA=THIEE

33. MR AT MAKRMGD AE
EM pC % (&)

(b) =&

(iii)

BREZRA

AR BR

IR TEEZERENS
P 7 [ P 2 (1 AR 75 2 B 4
% BREZAFEDRE
BEXBEEAMAIRMEER
BEAREMEHRERR
EEEEFﬁFﬁ%%ﬁiZZEEi%§+§§°
BRAFEBOANERAR

HAE—TTNF— H+E
I =24+ A=+H

ZRE -

() REBEIARKEN D RAITE B E

the reporting period are as follows: ZIERIAT
2012 2011
—g-= | —z——%
Exercise period Exercise price Number Number
T TEE L 4= # A
‘000 ‘000
TR T
18 March 2009 to 17 March 2012 HK$0.3587 JT — 2,273
—EENF=ZRA+NREZZE—Z=-F=A+tH
30 November 2010 to 29 November 2011 HK$1.328 7T — 90,000
—E-—ZEF+—A=tBHE=F——%+—A=t+AIH
13 May 2011 to 12 March 2013 HK$1.54% 7T 30,000 30,000
2GR AtEEE=F—=%=ZA+=H
1 March 2013 to 29 February 2016 HK$0.84/%8 7T 3,000 —
Zoge— =wse B — B eSS pyes s B e (=
33,000 122,273
Each option entitles the holders to subscribe for one ordinary BOHBRERTERAEARELRA

share in the Company.

Al —BE R R -
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34. RESERVES

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.

Heng Xin China Holdings Limited
Annual Report 2011/2012
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

34. RESERVES (Continued)

B3},

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.

CAPITAL 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, and convertible
notes payable, and equity attributable to equity holders of the
Company, comprising issued share capital and reserves.

The management of the Group reviews the capital structure on a
continuous basis taking into account the cost of capital and the
risk associated with the capital. The Group will balance its overall
capital structure through new share issues, repurchase of shares
and the issue of new debt or the redemption of the existing debt.

HE-F-—FAA=tALFE

34. #E ®

cle

H it 5

HE—_ZT——FAZ1+AHLFE K
SEEKELRSBERRBERAR
MR ZEBRE AR AR 2 BEIME
o XRFRESTHE2FE  BEARE
115,194,000/ 7T EL 4% 8 22 FE45 IR IR SR 4
% FXIE35,202,000 BozMz =%
79,992,000 LTy m P B R ©

BEANER

AEEERHES  AEERAKEAN
ERBEANSELENALEE  BAR
B BEBER s 2 & ENTE
MARKNEFRNRAOR - AEEZE
BREEEFANREFTE -

AEEERNGER/EL  HTBRER
BHENEE  AAEBRENTRERE
BARARRRIBIERA ARG (21
EBITRAR G -

AEEERERBERIENERE B
EREAZKRAREERRE 2 ER
AEE KB BRITHRD - BRBD R
BOIHEFIBEORAEHAELER
BERNBRARETE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

36. OPERATING LEASES COMMITMENTS

HE-T-—FAA=tALFE

6. A = TH KA HE

The Group as lessee REBEREEA

2012 2011
—E--F | _F——
HK$'000 HK$'000
FET FET
Minimum lease payments paid under FNRIE
operating leases during the year: LERN s HEEGHES -

— office premises — WANEME 6,464 3,913
— property, plant and equipment — W - BERE 2,410 624
— staff quarters —BIfFE 900 652
9,774 5,189

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:

RBERR - AEERBETAHHELE
HHOZARFERNESEEOT :

2012 2011

—EB-F | =T —F

HK$'000 HK$'000

FER FHET

Within one year —FR 4,861 6,373
In the second to fifth years inclusive F_EERF (HEMFRELA) 2,529 6,040
7,390 12,413

Heng Xin China Holdings Limited
Annual Report 2011/2012




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

HE—T——FRA=1THIEE

36. OPERATING LEASES COMMITMENTS 36. &L ETH KV EHE ()
(Continued)
The Group as lessee (Continued) AEBEE/EBEA @)
Operating lease payments represent rental payable by the Group KEMONFTIEAEBEN 2ETHA
for certain of its office premises, staff quarters and equipment. EYE - BIFER&EHES - HET
Leases are negotiated for the terms of one to three years. RINR—E=F o

37. CAPITAL COMMITMENTS

37. EANAEE

2012 2011
B | —_2—F
HK$'000 HK$'000
FERT FHET
Capital expenditure contracted for INTEEZEEZEERR
but not provided in the consolidated RIS mMRIELBE
financial statements in respect of: ZERRX
— acquisition of intangible assets — WEEVEE 3,603 —
— acquisition of property, — WYX BEREE
plant and equipment 4,449 23
— capital contribution to a subsidiary — FE—HWEBRAA — 44,244
— contribution to property, plant — REBHTERES
and equipment in related to digital HEWE - BE K&
cable television business 414,019 251,724
422,071 295,991

EEFEERERAR
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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.

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 2011/2012

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

38. GRANT OF THE EQUITY LINE OF CREDIT TO

—E-—HRA=THILFE

38. AR AR REHEIE

B MEITR R E

RZE—ZTF+ZA=Z+NHB  AQF
HiGEM Global Yield Fund Limited ([GEM
Global)) X GEM Management Limited
([GEMML]) 5T iR =8 A= S ez (I3
EiRiEl) - Bt ARFRIEEREERE
LA Z K GEM Global R # &5 Bl iz IR 10 2
FHETEREREREHBEENY
BB {E £ =400,000,0007 70 2 A A A%
D ([EEE]) - E—FFBFEHNARF
HER-_Z——F—RA_-_t+RHZBX
A o

BIZEAAAQRNEREDR (BEEHE
HE(BEZB)BRE()EEBZER RS
“EAFEER  R>NREHBEER
BEEREERTERBARR SRR
RBTHBETERASENAERLE (A
400,000,000 7T) 2 o ([ 257 K
7)) BEB A BHME 2 RFE LERE)
RTTE ©

RARABBFERIBANL RS
EREERRNDEBTEEMNBPHER
7 o GEM GlobalZBiE Bk iE & R B AL
FEERBGBA - ZE&RBAAST (K
FR B 4E) GEM Global st B R {F 2 (T E b
REEAREER A B R AL R
TZREBREERMHERE -

RZZ——FZA+tH  ARQEIRE
EEBRIEERABREERH 2B T 21T
£ 8 (PIIRIRFRNR I Pl a9 A 2 k1)
M GEM Global & & 317 4 $£95,000,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE

38. GRANT OF THE EQUITY LINE OF CREDIT TO  38. [ZA LR &) #% i IR = 8515
THE COMPANY AND ISSUE OF WARRANTS ENBETRIRER @
(Continued)

The movement of the warrants during the year is set out below: FARBREZEBEHIN T -
Utilised
Granted during the

during the  years ended Balance at
Subscription Balance at  year ended 30.6.2011 30.6.2011

Date of grant Exercise period price 1.7.2010 30.6.2011 and 30.6.2012 and 30.6.2012
RBE

2§ R-E-—-F%

R8E AA=tHAR AA=tHR

R-B-%% —%¥--§¥ C—B--f C"F-C-F

tA-H ~A=tH ~A=TH ~A=TH

RLAH T REE &% LEERY LFEDA &

'000 '000 ‘000 '000

TH T4 T T4

17 February 2011 17 February 2012 HK$278 T — 95,000 — 95,000

to 16 February 2016
—“2——5-A+tH =& mEaiEsE
—E-EZA+AA

REBEE-T——FK-_FT——FA=
THILEE KRR ETEIRERE -
NETRRBREZEDRIURBE AT

Betn o

During the years ended 30 June 2011 and 2012, no Option was
exercised by the Company and no warrant was utilized to subscribe
for the shares of the Company.

RABAMRGEMMLY HEE R &IE A%
400,000,000 L2% 2 &M
8,000,000/ 7T + AZAHARAROAR
AIREIE — M ERBANZEEER4S
MR HNVEEBZEBERBERASE
2B (AR FERE) R - BRAE

The Company shall pay GEMML a commitment fee of
HK$8,000,000, equivalent to 2% of the total commitment amount
of HK$400 million and shall be payable by the Company (i) within
48 hours of the Company’s receipt of the purchase price under
the first closing notice, or (ii) on or before the first anniversary of
the date of the Credit Agreement, whichever is earlier. The

commitment fee payable was recongised at 30 June 2011 as the
Group considered that condition (ii) was fulfilled. The commitment
fee is capitalised in other receivables and will be deducted from
proceeds received from the issuing equity instruments.

B R R IR (N EER - BN 2 AdE
BEER_T——FA=TH®ER -
EEAeERNEMERREPERTE
N BRETER TERRZAER
TR AR IR ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-_T-——FRA=1TRHILFE
39. RELATED PARTY TRANSACTIONS 39. BRAEANLR S
(a) The Group entered into the following significant transactions (a) FN FAEEHHEGEEATETZ
with related parties during the year: BEAZXHWT :
2012 2011
B | %
HK$'000 HK$'000
TR FHET
Sales to a related company: m—RHEEARHEE -
Beijing Hengtai Technologies Co., Ltd. dtREXNERZRHEARET A A
("Beijing Hengtai"”) (MHER1EZR]) 227 10,855
Purchase from a related company: m—HEEAREE :
Beijing Hengtai Technologies Co., Ltd. It REXERRFERET A A 132,031 33,134
Acquisition of intangible assets mM—HEEATREELEE
from a related company:
Beijing Hengtai Technologies Co., Ltd. It RFEAEBHRRF AR ET A A 70,187 =
Loan to a related company: m—EEEARER
Beijing Hengtai Technologies Co., Ltd. It REXREREFEABRE T A A — 46,868
Included in trade receivables at 30 June 2011 was an amount R=ZZE——FXA=Z1+H EBREZRE
due from Beijing Hengtai of HK$10,855,000 which was in FEBREZME 2 BRI RBRHAIE
trade nature. The Group allowed credit periods of up to 180 10,855,000/ 7T « A& E M A HEAT
days, depending on the product sold to its related parties. REZEERERAE—BNTAH BT

FTSHE 2 EMMIE °

Included in prepayments, deposits and other receivables at RZE——FA=+H  EFHHE -
30 June 2011 were advances to Beijing Hengtai of ReREMEKRFIESELBE SmM
HK$188,551,000 for purchases of goods. BRI ZFEFF188,551,000%
2 @

Tian Songlin, a director of Beijing Jingiao Hengtai tRE/ERMRBERAR (RAARZE
Technologies Co., Ltd, a wholly-owned subsidiary of the EMBAR) EEHMMEE  REBEZ
Company, was also a director of Beijing Hengtai Technologies TS+ AT=ALTRIEREX
Co., Ltd. up to 13 December 2011. ERBMEBREARFAIZES -

Heng Xin China Holdings Limited
Annual Report 2011/2012



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE

39. RELATED PARTY TRANSACTIONS (continued) 30. BlEATR S @

(b) Compensation of key management personnel of the Group: (b) HMBEEALTRS :
2012 2011
—B—ZF | ZE——
HK$'000 HK$'000
FERT FHET
Short term employee benefits M HE BT 5,103 4,983
Post-employment benefits RIRIE R
— defined contribution plans — EREMHHREE 28 24
Share-based payments expenses VABR 9 32 5 538 — 2,066
Total compensation paid BENEEERABZHMESR
to key management personnel 5,131 7,073
Further details of directors’ emoluments are included in note EHREZMWE 2 — P BHRUBR
11 to the financial statements. LA
40. CONTINGENT LIABILITIES 40. KA BIE
The Company was named as a co-defendant in a writ of summons AARE_ZEELFF+_A=-+HZE
on 20 December 2007. The plaintiff alleged that the Company: ML IERARXRIBE A REE
EARRAA

(i) failed to honour a joint and several guarantee in respect of ()  REEALBBEBEEMENBBE RS
the liability of the defendants under a forbearance agreement A& %8/425,000,000/8 L2 BEFT
to the extent of HK$25,000,000; and e 2 KA RERIER &

(i)  failed to honour two cheques in the sum of HK$2,500,000 (i)  HREEHIREA2,500,000/8 70 A A
each, totaling HK$5,000,000 plus interests and costs given RAERE EREUEZRITFR O
by a former director in his personal capacity out of a bank 2 Mk 2 - & 3£5,000,000%
account with has been by then formally closed by the TR B R —BAMEEFALA
Company. LERHE 2B -

EEFEERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012

40. CONTINGENT LIABILITIES (continued)

41.

The Plaintiff discontinued his claim against the Company and filed
the notice of discontinuance on 22 November 2011. On 13 March
2012, the Company and the Plaintiff have entered into a consent
order whereby the Plaintiff shall pay the Company a total sum of
HK$850,000 in full and final settlement of the Company’s costs
(including interests and thereon) and disbursements in this case
by way of two instalments on 10 April 2012 and 31 May 2012
respectively. The Plaintiff has fully repaid HK$850,000 on 2 August
2012.

Save as disclosed above, the Group was not engaged in any
litigation or arbitration or claims of material importance which is
known to the directors to be pending or threatened by or against
the Group as at 30 June 2012.

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

HE

—E-—HRA=THILFE

40. KRB E @)

41.

REEHRIEHARFRZHRE  WHRZF
——F+—AZ+ B EF AR IR
G -RZTE——F=/A+=8 ' £&2Q
RHEREIVREES Bt REES
AR ZE——FMUA+ARZE—=F
FA=+—HIMBRAARRAZNES
850,000 7T © WA REKRENARD
ARURZER (BEEENE) KB
ERH -RER-_ZE——FNA-BEE
H(E14850,000/8 7T °

BREXPEEEN R-FT—_FXA
=tH BEEHRA AEEHMES R
ERERFR - FEARE  MAEE
TR S B B AGRAL © (R
RIE -

TR T A

(a) EMIBEZDE

2012 2011
—E-—F | ZF—F
HK$'000 HK$'000
FET FHET
Financial assets TEREAE
Fair value through profit or loss FABRRZAFE 2,610 8,550
Loan and receivables (including cash B Rk W FRIE
and cash equivalents) (BRBEMEEEEY) 683,243 920,357
Financial liabilities SHBE
Amortised cost HA A 261,755 432,926

Heng Xin China Holdings Limited
Annual Report 2011/2012




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012

41. FINANCIAL INSTRUMENTS (continued)

(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
Currency risk management

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.

B —FEXA=THILFEE
41. T E @

(b) K EEEERZERK

%

AREZFESRTABRBRIE
o REREMBKKIEA  EAF
Bt ABERZEREE  HER
REeFEY - BNRR - BN
REREAER  AALER  BE
HHOEL - EERREN AR
BB - eRTAZFRNBRKE
R BN EERMTIAGHECE
REEmERER (BEER - A
R ARERELR) - EERR R
MEEEER - BRAMARRELE
BB 2 RERESIAT - BEEEEE
W EAE B E R - AR KR AR
b BRENE & 1A B

™ 45 3 B
EXREBEEE

AR Z DB RIBTT - HAD
HHBATZNERERARY -
ARE RS - R R R
HE B A

AEBEETHIEBKRE  HE
EFEAZINERERE - A1 -
HREINETSPTAR 2 FINER R
AR AN SR B30 4 At SN
SREGETER  TEREEER
RYRE -

REETF R AR ' AN 2
ERRBCEREERAE - AE
PRFTASE 2 5 R M R 10 AT 3R 2K
¥ UKBNEREFZELEHFEX
SN R

EEFEERERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z——FXA=t+HLEFE

41. FINANCIAL INSTRUMENTS (Continued) 41. 2T E @
(b) A EEEERK

(b) Financial risk management objectives

and policies (continued)
Market risk (Continued)
Interest rate risk management

The Group is exposed to fair value interest rate risk in relation
to obligations under finance leases and promissory note. 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 management

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.

Credit risk management

The Group’s maximum exposure to credit risk which will cause
a financial loss to the Group due to failure to discharge an
obligation by the counterparties is arising from the carrying
amount of the respective recognised financial assets as stated
in the consolidated statement of financial position.

Heng Xin China Holdings Limited
Annual Report 2011/2012
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE

41. FINANCIAL INSTRUMENTS (continued) TR T HE @

(b) K EEEERZERK

(b) Financial risk management objectives

and policies (Continued)
Credit risk management (Continued)

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 2012 is mainly from five major customers which
accounted for 60% (2011: 27%) of trade receivables. The
Group has closely monitored the recoverability of trade
receivables and taken effective measures to ensure timely
collection of outstanding balances.

Liquidity risk management

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

 4C-))
EERBREE (B

REEREERREERE  BE
EeEE AEGARETEER
B EEHEREMERERRF - )
EARRBBRETHAKEEHRE
IH o SN - AREBER IS HARERN
FRERR ZER A E 55

PARECR 3T RE MR [T & B L R 00R
BEE - Qit - "ABEERA
AEEZ FERBRAKREE -

mBEEEERREAR - BAKX
BIEF I REEREEFREE
FREBEEFRZRIT -

RZE——FA=+H ' £5£E
BYERzEPEERRFEERE
AREERF BEGERENRZ
60% (ZZE——%F : 27%) - A&E
BRI B R E W AR 2 AT I E B R
NERENE BUE e - LAREIR BE I BF UK
5] 7k U 2] B B8 o

RBETERER

REBRSERERE - AEHEE
RREFREEERREUNASTER
ZEBRNES MRERSRER
BB ReRkRBSEEMK
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRERME
FOR THE YEAR ENDED 30 JUNE 2012 BHE-_T——-FA=1+HILFE

41. FINANCIAL INSTRUMENTS (continued)

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

Liquidity risk management (Continued)

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

4. TR T E @

(b) BHEMBREEEERK
@)

RBEERABER (&)

TREIIAKEZIFTESRAR
BTIAHNFEY - ZRTIREBEAEE
RAFEEREESHMBEIRFEH
HeeBRABERANRASTER
B REHFTLEERBBERRED
RAREER G SN EERERD

considered as if outstanding for whole period. Big -
Total More than
contractual 1 year but
Carrying  undiscounted  Within 1 year less than
amount cash flow  or on demand 2 years
ARERR —£R -FHE
BEE  REREAE FREX MEUR
HK$'000 HK$'000 HK$'000 HK$'000
TER THER ThARL ThAL
2012 “E-CF
Trade payables, other payables FERER - EEATE
and accruals REER 63,395 63,395 63,395 -
Promissory note RRER 2,000 2,000 2,000 —
Obligations under finance leases ~ BIERAET 511 537 430 107
Convertible notes payable ENTRRER 195,849 200,000 200,000 -
261,755 265,932 265,825 107
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 2years  than 5 years
ARERE  —EMm  —ENE  WEMNE
REE HRengsd AEER MEAA REHMRA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL FEL FET THT FET
2011 It Sl
Trade payables, other payables JERERST - EthEFUR
and accruals REHER 147,495 147,495 147,495 - —
Promissory note ERER 8,000 8,235 8,235 — —
Obligations under finance leases ~ BAEANELE 886 967 430 430 107
Other loan B850 12,041 12,524 12,524 - —
Convertible notes payable ERTARTE 264,504 305,025 — 200,000 105,025
432,926 474,246 168,684 200,430 105,132

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

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE
41. FINANCIAL INSTRUMENTS (continued) Al. 2T EHE @
(c) Fair value of financial instruments (c) EMIBE2AFE

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

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

— the fair value of other financial assets and financial
liabilities are 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 recognised
in the consolidated financial statements approximate to 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 markets 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); and

SHEERSBABY ATEER
mF

— B AR R AR O
BTBSEE-SMEERS
BEE ATENHRISE
TS EAERELEE
T

— HiemEERERAGBL
RFEDRAREERSN
REFRRERESNE
%O

ARRESAR  NEREWHRE
NERZEREERSRABZK
EEEE N FEBEE -

RERA RO % PR 2 A
FEitE

TRARNPERRIZATVETE
ZEBMTEZAN - YREBERAFE
ZABERESRFE—E=ZM:

. E—MATEFEDRERE
RAEN A EE SRS
BB CRAEAE) 5 HF1S

s E_RAFEAETIRER
F—BAEEBEAIMH
BESREMNEBABERZ
MABR  BER(AMERE
%) s (RZR B EMR) 8
g R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRI

FOR THE YEAR ENDED 30 JUNE 2012 BE_Z——FX XA=Z1+HLEE
41. FINANCIAL INSTRUMENTS (continued) A1 =@ TE @
(c) Fair value of financial instruments (c) EMIEBEZAFE®
(Continued)

Fair value measurements recognised in the
consolidated statement of financial position
(Continued)

o Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset
or liability that are not based on observable market data
(unobservable inputs).

All of the Group’s listed equity securities investment of
HK$2,610,000 (2011: HK$8,550,000) were categorised
under level 1 fair value measurement.

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost are not materially different
from their fair values as at 30 June 2012 and 2011 except as

REEMBRRRAER 22
FEFTE (&)

s FZARFEFENERE
530 FE AT IR T B B 2
Bz AENA A ALR
(FTMBEBAER) 2 (8
nEEAE -

REBEBZFELETRABHKRE
2,610,000 L (=& ——4F
8,550,000/ L) M ERIEE — AR
TEHEHE -

AR B R P AN S B B P AN D B 2
SRMIAZERESRAN-B—=
FR-B-—FXAZ+TAZAT

follows: BUMERER - ETNRER
2012 2011
—E—_F - T ——

Carrying Fair Carrying Fair

amount value amount value

IREE AFE REE ~EFE

HK$'000 HK$'000 HK$'000 HK$'000

THER FET FHET FHET

Convertible notes payable &1t A] #% Z 4% 195,849 197,031 264,504 282,838

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

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE

42 . PARTICULARS OF PRINCIPAL SUBSIDIARIES  42. AR A BT EB AR ZF
OF THE COMPANY {

Jf

KRB ETEMBRABANR-_ZE—-5FXA

Details of the Company’s principal subsidiaries as at 30 June 2012

are as follows:

= THZFEBWOT

Place of Issued and Percentage of
incorporation and paid up capital/ equity interest held
Name of subsidiary operations registered capital by the Company  Principal activities
A R BRTR RRAMERE
KEARER EERY BRRA/EMER ZERK EX:3 3
Direct Indirect
EE BE
Heng Xin Management Limited Hong Kong 1,000,000 ordinary shares of 100% — Provision for
HKS$1 each management services
BREEERAA 0 1,000,000% BREE1ET REEERE
TRk
China Champion Development Limited ~ Hong Kong 10,000 ordinary shares of — 100% Investment holding
HK$1 each and trading of
electronic parts
hEERERAHA 0 10,000 8 REE T REERREE
TRk ETERNA
Shenzhen Champion Maxiumic Group ~ The People’s RMB200,000,000 — 100% Investment holding,
Co., Ltd. Republic of China digital cable television
business, general
trading and provision
for technical services
and related
value-added services,
technology
development and
technology consultant
AP ERTEEERAA PEARANE AR #200,000,0007 REARK  BREF

THEH L5
RERHITRR
REB R
B R

ERPEERERAT I

2011/2012F F 3}



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

FOR THE YEAR ENDED 30 JUNE 2012 HE-_T-——FRA=1TRHILFE
42. PARTICULARS OF PRINCIPAL SUBSIDIARIES ~ 42. ARRIEEWEB AR 25
OF THE COMPANY (continued) (I=RC)
Place of Issued and Percentage of
incorporation and paid up capital/ equity interest held
Name of subsidiary operations registered capital by the Company  Principal activities
EME LR BRTR KRR RE
HEAREE EEMY BRRE/ERER BN TEEH
Direct Indirect
Hi 3E
Hebei Champion Maxiumic Technologies ~ The People’s RMB10,000,000 — 100% Investment holding,
Co., Ltd Republic of China digital cable television

business, general
trading and provision
for technical services
and related
value-added services,
technology
development and
technology consultant
AR EEEMEERAT hEARLNE AE#10,000,0007 REER  BRET
EREL - —RES
R R
RIEEEERS
BRE R ER

Huzhou Mingxin Micro- Electronic The People’s RMB10,000,000 — 100% Research, design,

Co., Ltd Republic of China manufacturing and
trading of wireless
digital audio products
and related solutions
and services

BMALHETRAEREELA PEARANE AR 10,000,007 M7 - Rat - BE
REEERET
EREMRABRR
EYLv
Beijing Champion Maxiumic Technologies ~ The People’s RMBS5,000,000 - 100%  Wireless digital television
Co., Ltd. Republic of China value-added services,

general trading and
provision for technical
services and related
value-added services,
technology
development and
technology consultant
R EREHEERAT mEARLANE AR¥5,000,0007 ERBTERLERE
—#EH REER
FRs R AR E R -
SUEESUTE

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

FOR THE YEAR ENDED 30 JUNE 2012 HE-Z— - XA=1tHLEFE

42 . PARTICULARS OF PRINCIPAL SUBSIDIARIES  42. AR A BT EB AR ZF
OF THE COMPANY (Continued) 15 @

Name of subsidiary

HELFER

Place of
incorporation and
operations
ERALR
EERY

Issued and

paid up capital/
registered capital
BRTR
BRRA/EMER

Percentage of
equity interest held
by the Company
KRR FERE
2B

Direct Indirect

EE R

Principal activities

IREH

Beijing Jingiao Hengtai Technology

Co., Ltd

IReBEFHRARDH

Beijing Zhongguang Shitong Technology

Co., Ltd

ERFERRNBRERAT

The People’s
Republic of China

PEARLANE

The People’s
Republic of China

PEARENE

HK$200,000,000

200,000,000/ 7T

RMB20,000,000

AK#20,000,0007

= 100%

= 100%

= 100%

Wireless digital
terrestrial television
network equipment
integrated business,
research, design,
manufacturing and
trading of information
safety products

WEEREFERBR
REBERES
BE - &t B
REEESZ2ER

Wireless digital
terrestrial television
network equipment
integrated business,
research, design,
manufacturing and
trading of information
safety products

WHESHTERBR
REERES
B &at o BiE
REERFER2Em

ERFAIIDARREERBREAEEE
BMREBEEREAFEZARANMEBR
Bl ARREERA  JIHEMHEBR
BlZHBERNTER -

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 the directors of the Company,
result in particulars of excessive length.

None of the subsidiaries had issued any debt securities at the end FRFENBERAAEZRITEANERE
of the year. % o

EEFEERERAR
2011/2012F F



SUMMARY OF FINANCIAL INFORMATION
MBERBE

A summary of the results and assets and liabilities of the Group for each AEBEREFRFESFZEEUREERE
of the five financial years is as follows: BHREMNT :

RESULTS E4

Year ended 30 June
BERAZtHLEE

2008 2009 2010 2011 2012
—EEN\E —EENE  —E-EF 2% | ZB-=f
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTEx TET FET FTET TR
Revenue Yz 32,821 339,365 653,260 676,624 612,460
(Loss)/Profit before taxation BREAT (BB, &7 (15,838) 123,435 204,375 234,369 166,977
Taxation WA — (5,429) (8,730) (27,766) (14,073)
(Loss)/Profit for the year FR(E8E) S BH (15,838) 118,006 195,645 206,603 152,904
Attributed to: e
Owners of the Company ARNAHEA A (15,838) 110,698 181,042 201,942 152,904
Non-controlling interests FEERRRER — 7,308 14,603 4,661 —
(15,838) 118,006 195,645 206,603 152,904
Basic (loss)/earnings per share BREK(BE) /&F
(HK cents) (&) (2.86) 11.28 11.50 9.50 6.12
Diluted earnings per share BEERT
(HK cents) (L) N/A T E 11.27 10.28 8.53 6.12
ASSETS AND LIABILITIES BEENBE
2008 2009 2010 2011 2012
—TENF “TTNF —E-TF —g——F “E-CF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT FTET TET TER
Non-current assets FRBEE 37,316 354,032 1,022,244 1,044,679 1,206,635
Current assets MEBEE 30,352 349,088 551,757 1,124,400 1,151,490
Current liabilities REBE (1,340) (213,605) (306,536) (216,353) (338,293)
Non-current liabilities FRBEE = (3,062) (179,847) (266,998) (75,770)
Net assets EEEE 66,328 486,453 1,087,618 1,685,728 1,944,062
Equity attributable to owners KRRHEB ANEEER
of the Company 66,328 477,024 1,058,043 1,685,728 1,944,062
Non-controlling interests RS — 9,429 29,575 = —
Net assets EESE 66,328 486,453 1,087,618 1,685,728 1,944,062

Heng Xin China Holdings Limited
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