





(v) Wireless digital audio products business

The revenue for the six months ended 31 December 2011
generated from the wireless digital audio product business and
the related technical services amounted to approximately HK$126.1
million or approximately 30% of the total revenue.

The total revenue was mainly attributed to those from clients in
Mainland. However, during the fourth quarter of 2011, the demand
from overseas customers in this business segment further increased
as a result of the stronger demand from overseas market. 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. This has secured the Group with
high prospects of revenue and profit driver in the future.

Prospects

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

2012 is a year of continuing success of the Group’s broadcasting
operational business. The Group will reinforce, set up and properly
operate the networks for its contracted broadcasting television
subscribers, while building a foundation for achieving the overall
objectives of development of the Company.

With the current progress of network construction, it is expected that
the construction of network for 1.7 million cable basic broadcasting
television subscribers and cable value-added broadcasting television
subscribers and 30,000 electronic signboards within the contracted
regions will be completed by 2012. Moreover, approximately 3 million
new broadcasting television subscribers will be entered into contracts in
the near future, generating a promising growth in profit and long-term
value for the Group.

The Group will rapidly and steadily complete the overall transformation
to cable television business, and commence value added business in the
cable television and wireless television when conditions permit, in order
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to generate a relatively stable and long-lasting stream of revenue.
However, it is inevitable to see a certain decrease in revenue and profits
during the period of transformation.

The Group will continually actively package the idle technology for
transfer and sales, and strive to maintain the Group’s profit at a promising
level during the period of transformation.

The Group will increase the investment in research and development,
production and sales services in digital television two-way conversion
products, and strive for better economic efficiencies. In addition, the
Group will continue to joint or self develop more products so as to
generate more profits.

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, and many enterprises are exploring new profit driver
amidst the crisis. The number of new customers in the export segment
of the Group has been significantly increased. 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.

The Group is in a lead position in the digital TV network integration and
services arena. If the conditions are to the Group’s favour, financial
leverage utilizing low cost funding from the capital market will further
enhance the profitability of the Group or allow the Group to take a
more aggressive positioning to capture a larger share of the market.

Liquidity and Financial Resources

As at 31 December 2011, the cash and bank balances of the Group
amounted to approximately HK$152.6 million (30 June 2011: 288.5
million). The Renminbi denominated balances of HK$107.4 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 six months ended 31 December 2011, the Group has net
cash inflow from its operating activities of approximately HK$31.3 million,
and cash outflow from its investing activities and financing activities of
approximately HK$165.7 million and HK$12.3 million respectively.
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As at 31 December 2011, the gearing ratio of the Group, calculated as
total borrowings over shareholders’ funds, was approximately 0.005
(30 June 2011: 0.01).

Exposure to Fluctuations in Exchange Rates
and Related Hedges

The Company’s revenues and expenses are primarily transacted in Hong
Kong dollar and Renminbi. As at 31 December 2011, the Group has no
outstanding foreign currency hedge contract.

Charge on Group Assets

As at 31 December 2011, the Group did not have any change on its
assets.

Contingent Liabilities

As at 31 December 2011, there were no material outstanding writs and
litigations against the Group and/or the Company.

Capital Structure

The Company has not issued any new shares during the six months
ended 31 December 2011.

Acquisition/Disposal and Significant
Investments

The Group had no material acquisition or disposal of subsidiaries during
the six months ended 31 December 2011.

Employee Information

As at 31 December 2011, the Group employed a total of 196 (30 June
2010: 141) full-time employees. The Group’s remuneration policy
remained the same as detailed in the Annual Report for the year ended
30 June 2011.
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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 31 December 2011, the interests and short positions of the
Directors, the chief executive of the Company or their respective
associates (as defined in the GEM Listing Rules) in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO")) which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were taken or
deemed to have under such provisions of the SFO); or pursuant to Section
352 of the SFO, to be entered in the register referred to therein; or
pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules relating to
securities transactions by Directors, to be notified to the Company and

the Stock Exchange were as follows:

BENTETHRASN AR
s FE B A B 2 B& D - FEFE
B REEEZERNMER

RZEFE—FF+A=+—H XRAESE
FETHABSBEESEEZHEA(EERE
ERETRA) AR R EFAAEER (F
EREFESRHEED ([FHRHEEG) XV
4&)21&1&3 MHERD REESR - HERE
BHERHAEGRHEXVEIETRESH EBHETEAM
AK RN EmRkEE (BERSR
BREFNLIAEENEBIEGEE RSB RES
ZHERRER) ¢ RERE S REEEMIE352
EAERERZIGMLERMACEZRER

FBBRIER I TR BHAEZETESRRS
2 %85.461625.671§BME AR R R 2
s MERT

Approximate

percentage

Number of of interests

E =] in the issued

underlying  share capital

Name Capacity shares shares BETRAEH

=r g4 IR 3 HERG EEBAE I

(Note)
(Bt 5E)

Mr. Xiao Yan Beneficial owner - 3,773,334 0.15%
HELE EmE A

Mr. Feng Yongming Beneficial owner - 1,500,000 0.06%
KoK BR S A EmEA A

Mr. Li Tao Beneficial owner - 1,500,000 0.06%
FERE EnEAA

Mr. Xu Lei Beneficial owner - 800,000 0.03%
mERE BEmEE A

Mr. Leung Wo Ping Beneficial owner - 800,000 0.03%
I E EnEEA

Mr. Dong Shi Beneficial owner - 800,000 0.03%
EO%HE EnEAA

Mr. Hu Dingdong Beneficial owner - 800,000 0.03%
HAEREE BEmE A

Note: Bt 5

Underlying shares represent share options granted to the Directors and the chief
executive of the Company pursuant to the share option scheme adopted by the
Company on 13 March 2003.
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Save as disclosed above, at no time during the six months ended
31 December 2011 was the Company or any of its subsidiaries a party
to any arrangement to enable the Directors and chief executives of the
Company to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or its associated corporation.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

The register of substantial shareholders maintained under Section 336
of the SFO shows that as at 31 December 2011, the Company had been
notified of the following substantial shareholders’ interests and short
positions, being 5% or more of the Company’s issued share capital:

Interests in the shares of the Company

Number or attributable
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underlying shares held of interests

Name of shareholder BEZRONAERER S Type of interests SN
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Choi Chung Lam (Note 1) 623,690,451 (L) Interest in controlled 25.08%
BEBMEE (R corporation
A

Team Effort Investments Limited 623,690,451 (L) Interest in controlled 25.08%
(Note 1) (Fff5E1) corporation
REEE S

Li Haoping (Note 2) 403,863,306 (L) Interest in controlled 16.24%
5 (BEE2) corporation
XA E

Lomond Group Limited (Note 2) (Ff7£2) 357,724,863 (L) Interest in controlled 14.38%
corporation
XA

Easy Mount Enterprises Limited 319,224,863 (L) Beneficial owner 12.83%
(Note 2) (F¥5E2) EmEE A
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Notes:

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

2. Easy Mount Enterprises Limited (“Easy Mount”) is a company incorporated
in the BVI with limited liability. The entire issued share capital of Easy Mount
is owned as to 85% by Lomond Group Limited (“Lomond Group”) and
15% by Mr. Ho Wai Jung. Lomond Group and Mr. Li Haoping (“Mr. Li")
are deemed to be interested in the 319,224,863 shares to be issue upon
the exercising of the conversion rights attaching to convertible notes. The
convertible notes are part of the consideration issued to Easy Mount upon
satisfaction of certain conditions pursuant to a sale and purchase agreement
in relation to shares of Star Hub Investments Limited entered by the
Company, among others, and Easy Mount on 19 June 2008. The convertible
note is transferable provided that each of the transfer shall not be less
than HK$5,000,000.00 or its multiples. Mr. Li is also deemed to be
interested in the 38,500,000 shares held by Lomond Group and 46,138,443
shares held by Wealtheme Limited. Both Lomond Group and Wealtheme
Limited are wholly owned by Mr. Li.

Save as disclosed above, as at 31 December 2011, the Directors or chief
executives of the Company were not aware of any other person (other
than the Directors or chief executives of the Company) who had an
interest or short position in the shares or underlying shares of the
Company under Section 336 of the SFO.
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EMPLOYEE SHARE OPTION SCHEME

Details of the employee share option scheme (“Share Option Scheme”)
approved by the then sole shareholder of the Company on 13 March
2003 were disclosed in the annual report of the Company for the year
ended 30 June 2011. A new employee share option 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 following
shows the outstanding positions of the eligible persons as at 31
December 2011 with respect to their share options granted under the
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scheme:
Number of Shares (Note)
Re#A ()
As of As of
1 July 31 December Exercise
2011 Granted Exercised Cancelled Lapsed 2011 price
BE  duringthe  duringthe  duringthe  during the BZ Date of Exercise per share
Participants “E--F period period period period “§-F grant period gk
28% tA-B  REREHL  RERGE REAHEE  RERXR TZAZt-H Rt A ilid L3
HKS
BT
Directors
gz
Mr. Xiao Yan 2,273,334 - - - - 2,273,334 18/02/2009  18/03/2009- 0.358
HERE 17/032012
1,500,000 - - - - 1,500,000 13/04/2011 14/05/2011- 1.54
12/03/2013
Mr. Feng Yongming 1,500,000 - - - - 1,500,000 13/04/2011 14/05/2011- 1.54
BXBEE 12/032013
Mr. Li Tao 1,500,000 - - - - 1,500,000 13/04/2011 14/05/2011- 1.54
FREE 1200312013
Mr. Xu Lei 800,000 - - - - 800,000 13/04/2011 14/05/2011- 1.54
BhERE 12/032013
Mr. Leung Wo Ping 800,000 - - - - 800,000 13/04/2011 14/05/2011- 1.54
ARTEE 12/03/2013
Mr. Dong Shi 800,000 - - - - 800,000 13/04/2011 14/05/2011- 1.54
Entk 12/032013
Mr. Hu Dingdong 800,000 - - - - 800,000 13/04/2011 14/05/2011- 1.54
BERTE 12/032013
Subtotal 9,973,334 = - - - 9,973,334
bt
Other participants 22,300,000 - - - - 22,300,000 13/04/2011 14/05/2011- 1.54
Hitpoz 1200312013
Total 32,273,334 - — - - 32,273,334
&5t
Note: B 5E

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

The Company was served on 20 December 2007 a writ of summons
(the "Writ”) whereby Mr. Chan Hak Kim, the plaintiff (the “Plaintiff”) is
claiming against Precision Assets Limited, being the first defendant, Mr.
Tony Hoo, being the second defendant (the “2nd Defendant”) and the
Company, being the third defendant (together called the “Defendants”).
The Plaintiff claims against the Company under a forbearance agreement
which was allegedly made partly orally and partly in writing between
the Plaintiff and the 2nd Defendant for and on behalf of the Defendants.
Mr. Tony Hoo was a former executive Director who was appointed on
11 September 2002 and resigned on 5 June 2007.

The Plaintiff claims (the “Claim”) against (1) the Company in the total
sum of HK$5,000,000 together with interest and cost by way of two
cheques of the Company each being in the amount of HK$2,500,000
respectively dated 30 June 2007 and 31 October 2007 given to the
Plaintiff by the 2nd Defendant which were dishonoured due to account
close; and (2) against the Defendants jointly and severally damages in
the sum of HK$25,000,000 and further or in the alternative, the total
sum of HK$5,000,000 due under the afore-mentioned cheques together
with interest and costs.

The Plaintiff discontinued his claim against the Company and filed the
notice of discontinuance on 22 November 2011. The Company is now
proceeding to recover the legal costs incurred from the Plaintiff.

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
31 December 2011.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

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

The Company has established an audit committee with written terms of
reference in compliance with Rules 5.28 to 5.29 of the GEM Listing
Rules. As at the date of this report, the audit committee comprises three
independent non-executive Directors, namely, Mr. Leung Wo Ping JP
(Chairman), Mr. Dong Shi and Mr. Hu Dingdong.

The duties of the audit committee include reviewing the Group’s annual
reports and accounts, half-year reports and quarterly reports and
providing advice and comments thereon to the Board. The audit
committee is also responsible for reviewing and supervising 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.

CORPORATE GOVERNANCE REPORT

Throughout the six months ended 31 December 2011, the Group has
applied the principles set out in the Code on Corporate Governance
Practices (“HKSE Code”) contained in Appendix 15 of the GEM Listing
Rules except the code provisions A2.1 and A4.1 stipulated in the
following paragraph.

Distinctive Roles of Chairman and Chief
Executive Officer

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

Mr. Xiao Yan as the Chief Executive Officer of the Company, supported
by the senior management of the Company, is responsible for managing
the Group’s businesses and responsibilities, coordinating the daily
operations of the Group and the execution of the Board decisions. Up
to the date of this report, the Board has not appointed individual 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 new appointment of Chairman of the Company in due
course.
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CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the required standard of dealings set out in
Rules 5.48 to 5.67 of the GEM Listing Rules as its Code of Conduct for
Securities Transactions by Directors throughout the six months ended
31 December 2011. Having made specific enquiry of all Directors, the
Company was not aware of any non-compliance with the required
standard of dealings regarding securities transactions by Directors during
the six months ended 31 December 2011.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the six months
ended 31 December 2011.

By Order of the Board
HENG XIN CHINA HOLDINGS LIMITED
Xiao Yan
Chief Executive Officer

Hong Kong, 14 February 2012

As at the date of this report, the Board comprises Mr. Xiao Yan (CEQ),
Mr. Feng Yongming and Mr. Li Tao as executive Directors, Mr. Xu Lei as
non-executive Director;, Mr. Leung Wo Ping JR Mr. Dong Shi and Mr. Hu
Dingdong as independent non-executive Directors.
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Heng Xin China Holdings Limited
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Unit 2, 24/F, Harcourt House, 39 Gloucester Road, Wanchai, Hong Kong
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Tel &5 : (852) 3678 5500
Fax 85 . (852) 3178 9884
Website #831F : www.hengxinchina.com.hk






