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HIGHLIGHTS

Interim results for the six months ended 30 June 2014 compared with the six months ended 30 June 2013:

o Turnover increased by approximately RMB87.1 million, or 6.9%, to approximately RMB1,352.8 million. Among
which, sales volume of RF coaxial cable series recorded a strong growth of approximately 18.1% to approximately
74,500 kilometres as compared with the corresponding period last year, while turnover of flame-retardant flexible
cable series recorded an increase of 12.2% after accounting for the effect of copper price drop;

° Fair value change of warrants of the Company issued in April 2014 amounted to approximately RMB47.1 million
and such non-cash item was not related to the Group’s operating results. Taking into account such fair value
change of warrants, profit for the period attributable to owners of the Company decreased by approximately

RMB9.6 million, or 5.9%, to approximately RMB155.0 million;

° Profit for the period attributable to owners of the Company excluding fair value change of warrants increased by
approximately RMB37.4 million, or 22.7%, to approximately RMB202.0 million;

o Net profit margin decreased from approximately 13.0% to approximately 11.5%;

o Net profit margin excluding fair value change of warrants increased from approximately 13.0% to approximately
14.9%:;

o Earnings per share decreased from RMB16.46 cents to RMB13.90 cents;

° Earnings per share excluding fair value change of warrants increased from RMB16.46 cents to RMB18.12 cents;

o Interim dividend declared was HK7 cents per share

The board (“Board”) of directors (“Directors”) of Trigiant Group Limited (“Company”) is pleased to present the
unaudited consolidated results of the Company and its subsidiaries (collectively, the “Group”) for the six months ended
30 June 2014 together with the comparative figures for the corresponding period in 2013 and the relevant explanatory

notes as set out below. The interim financial statements are unaudited, but have been reviewed by Deloitte Touche
Tohmatsu, the Company’s independent auditor, and the audit committee of the Board.
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

Deloitte.
=2

To the Board of Directors of Trigiant Group Limited

INTRODUCTION

We have reviewed the condensed consolidated financial statements of Trigiant Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 5 to 24, which comprise the condensed
consolidated statement of financial position as of 30 June 2014 and the related condensed consolidated statement of
profit or loss and other comprehensive income, statement of changes in equity and statement of cash flows for the six-
month period then ended, and certain explanatory notes. The Listing Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong Accounting Standard 34 "Interim Financial Reporting”
("HKAS 34") issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA"). The directors of the
Company are responsible for the preparation and presentation of these condensed consolidated financial statements in
accordance with HKAS 34. Our responsibility is to express a conclusion on these condensed consolidated financial
statements based on our review, and to report our conclusion solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity” issued by the HKICPA. A review of these
condensed consolidated financial statements consists of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is substantially less in scope than
an audit conducted in accordance with Hong Kong Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do
not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that the condensed consolidated
financial statements are not prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

25 August 2014
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

For the six months ended 30 June 2014

Six months ended 30 June

2014 2013
Notes RMB’000 RMB'000
(Unaudited) (Unaudited)
Turnover 3 1,352,792 1,265,676
Cost of goods sold (1,041,051) (968,899)
Gross profit 311,741 296,777
Other income 4 6,717 4,693
Other gains and losses (1,936) 1,566
Selling and distribution costs (23,947) (34,338)
Administrative expenses (22,345) (26,151)
Research and development costs (11,089) (12,286)
Fair value change of warrants 15 (47,050) -
Finance costs (18,783) (28,836)
Profit before taxation 193,308 201,425
Taxation 5 (38,357) (36,842)
Profit for the period attributable to owners of the Company 6 154,951 164,583
Other comprehensive income
ltems that will not be reclassified to profit or loss
Revaluation surplus on properties upon
transfer to investment properties - 3,502
Income tax relating to the component of
other comprehensive income - (876)
- 2,626
Total comprehensive income for the period attributable to
owners of the Company 154,951 167,209
Earnings per share
— basic 8 13.90 cents 16.46 cents
— diluted 13.90 cents N/A
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

At 30 June 2014

At At

30 June 31 December
2014 2013
RMB’000 RMB’000
(Unaudited) (Audited)

Non-current assets

Investment properties 9 34,200 33,800
Property, plant and equipment 10 219,578 189,278
Land use rights 64,536 65,401
Available-for-sale investments 20,375 20,000

338,689 308,479

Current assets

Inventories 134,732 122,845
Trade and other receivables 11 1,960,239 1,633,082
Pledged bank deposits 217,082 131,739
Bank balances and cash 453,996 438,247
2,766,049 2,325,913
Current liabilities
Trade and other payables 12 211,271 273,169
Bank borrowings — due within one year 13 1,154,209 735,828
Tax payables 26,298 16,461
1,391,778 1,025,458
Net current assets 1,374,271 1,300,455
Total assets less current liabilities 1,712,960 1,608,934

Non-current liabilities

Government grants 1,582 1,752
Bank borrowings — due after one year 13 40,000 80,000
Deferred taxation 14 25,014 22,938
Warrants 15 48,864 -

115,460 104,690
Net assets 1,597,500 1,504,244

Capital and reserves

Share capital 17 9,051 9,051
Reserves 1,588,449 1,495,193
Total equity 1,597,500 1,504,244
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the six months ended 30 June 2014

Statutory Property Share
Share Share surplus Special Other revaluation option Accumulated
capital premium reserve reserve reserve reserve reserve profits Total
RMB000  RMB'000 RMB'000 RMB000  RMB'000 RMB'000 RMB000  RMB'000 RMB'000
(Note o) (Note b)

At 1 January 2014 (audited) 9,051 641,507 162,529 62,947 24 3,248 - 624938 1,504,244
Profit and total comprehensive income

for the period - - - - - - - 154,951 154,951
Recognition of equity-settled share hased

payment - - - - - - 292 - 292
Final dividend recognised as distribution - - - - - - - (61,987) (61,987)
At 30 June 2014 {unaudited) 9,051 641,507 162,529 62,947 24 3,248 292 717902 1597500
At 1 January 2013 (audited) 8,140 363,245 114,103 62,947 24 622 - 455,677 1,004,758
Profit for the period - - - - - - - 164,583 164,583
Qther comprehensive income for the period - - - - - 2,626 - - 2,626
Total comprehensive income for the period - - - - - 2,626 - 164,583 167,209
Final dividend recognised as distribution (note 7) - - - - - - - (39,830 (39,830
At 30 June 2013 {unaudited) 8,140 363,245 114,103 62,947 i 3,248 - 580430 1,132,137
Notes:

(a) As stipulated by the relevant laws and regulations for foreign investment enterprises in the People’s Republic of China (the “PRC"), T &k & &1 1lT A
fRAA] (Jiangsu Trigiant Technology Co., Ltd.) (“Jiangsu Trigiant”), the PRC subsidiary of the Company, is required to maintain a statutory surplus
reserve fund. Appropriation to such reserve is made out of net profit after taxation as reflected in the statutory financial statements of Jiangsu
Trigiant while the amount and allocation basis are decided by its board of directors annually. The statutory surplus reserve fund can be used to
make up prior year losses, if any, and can be applied for conversion into capital by means of capitalisation issue.

(b) The special reserve represents the deemed contribution arising from acquisition of Jiangsu Trigiant in 2009. The amount was the difference
between the aggregate consideration of US$30,000,000 (equivalent to RMB204,906,000) and the net fair value of assets and liabilities of Jiangsu
Trigiant as a result of the acquisition of Jiangsu Trigiant on 29 December 2009 by Trigiant (HK) Limited pursuant to an equity transfer agreement
entered on 28 December 2009.
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CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

For thesix months ended 30 June 2014

Six months ended 30 June

2014 2013
RMB’000 RMB'000
(Unaudited) (Unaudited)
Net cash used in operating activities (147,087) (206,333)
Investing activities
New pledged bank deposits raised (160,509) (35,800)
Purchases of property, plant and equipment (36,678) (5,967)
Investment in available-for-sale investments (375) -
Release of pledged bank deposits 75,166 74,850
Interest received 6,312 2,144
Proceeds from disposal of property, plant and equipment 143 -
Payment for land use rights - (5,502)
Net cash (used in) from investing activities (115,941) 29,725
Financing activities
Repayment of bank borrowings (655,969) (754,784)
Dividend paid (61,987) (39,830)
Interest paid (39,204) (27,335)
New bank borrowings raised 1,034,350 649,787
Proceeds from issue of warrants 1,587 -
Net cash from (used in) financing activities 278,777 (172,162)
Net increase (decrease) in cash and cash equivalents 15,749 (348,770)
Cash and cash equivalents at 1 January 438,247 480,705
Cash and cash equivalents at 30 June, represented by bank balances and cash 453,996 131,935
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For the six months ended 30 June 2014

1. BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in accordance with Hong Kong Accounting
Standard 34 "Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") as well as with the applicable disclosure requirements of Appendix 16 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”).

2. PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared on the historical cost basis except for
investment properties and financial instruments that are measured at fair values.

The accounting policies and methods of computation used in the condensed consolidated financial statements for
the six months ended 30 June 2014 are the same as those followed in the preparation of the Group’s annual
financial statements for the year ended 31 December 2013, except for the following accounting policies which are
adopted by the Group during the current interim period as they have become applicable to the Group.

FINANCIAL INSTRUMENT

Financial liabilities

Warrants

Warrants that will be settled other than by the exchange of a fixed amount of cash or another financial asset for a
fixed number of the Company’s own equity instrument are accounted as derivatives. The warrants are initially
recognised at fair value and are subsequently remeasured to their fair value at the end of the reporting period. The
resulting gain or loss is recognised in profit or loss immediately.

SHARE-BASED PAYMENT TRANSACTIONS

Equity-settled share-based payment transactions

Share options granted to directors and employees of the Group

The fair value of services received determined by reference to the fair value of share options granted at the grant
date is expensed on a straight-line basis over the vesting period, with a corresponding increase in share options
reserve.

At the end of the reporting period, the Group revises its estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the estimates during the vesting period, if any, is recognised in profit
or loss, such that the cumulative expense reflects the revised estimate, with a corresponding adjustment to share
options reserve.

When the share options are exercised, the amount previously recognised in share options reserve will be
transferred to share premium. When the share options are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in share option reserve will be transferred to accumulated
profits.
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For thesix months ended 30 June 2014

2. PRINCIPAL ACCOUNTING POLICIES (continued)

In the current interim period, the Group has applied, for the first time, the following amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") and Interpretations issued by the HKICPA that are relevant for the
preparation of the Group’s condensed consolidated financial statements:

Amendments to HKFRS 10, HKFRS 12 Investment entities

and HKAS 27
Amendments to HKAS 32 Offsetting financial assets and financial liabilities
Amendments to HKAS 36 Recoverable amount disclosures for non-financial assets
Amendments to HKAS 39 Novation of derivatives and continuation of hedge accounting
HK(IFRIC*)-INT 21 Levies
* IFRIC represents the International Financial Reporting Interpretations Committee.

The application of the above amendments to HKFRSs and Interpretations in the current interim period has had no
material effect on the amounts reported in these condensed consolidated financial statements and/or disclosures
set out in these condensed consolidated financial statements.

3. SEGMENT INFORMATION

Turnover represents the fair value of the consideration received and receivable for goods sold during the period,
net of discounts and sales related taxes.

The Group's chief operating decision maker has been identified as the executive directors of the Company who
review the business with the following reportable and operating segments by products:

o Radio frequency (“RF") coaxial cable series

° Flame-retardant flexible cable series

° New-type electronic components

° Other accessories (including splitters, couplers and combiners)

The above segments have been identified on the basis of internal management reports prepared and regularly
reviewed by the executive directors of the Company when making decisions about allocating resources and
assessing performance of the Group.

The segment results represent the gross profit earned by each segment (segment revenue less segment cost of
goods sold). Other income, other gains and losses, selling and distribution costs, administrative expenses, research
and development costs, fair value change of warrants, finance costs and taxation are not allocated to each

reportable segment. This is the measure reported to the executive directors for the purpose of resource allocation
and assessment of segment performance.
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For the six months ended 30 June 2014

3. SEGMENT INFORMATION (continued)

The following is an analysis of the Group's revenue and results by reportable segment:
For the six months ended 30 June 2014
Flame-

retardant New-type
RF coaxial flexible electronic (04,114

cable series cable series components accessories Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Turnover 971,719 299,802 47,965 33,306 1,352,792
Cost of goods sold (740,830) (237,112) (32,581) (30,528) (1,041,051)
SEGMENT RESULT 230,889 62,690 15,384 2,778 311,741
Unallocated income and expenses:
Other income 6,717
Other losses (1,936)
Selling and distribution costs (23,947)
Administrative expenses (22,345)
Research and development costs (11,089)
Fair value change of warrants (47,050)
Finance costs (18,783)
Profit before taxation 193,308
Taxation (38,357)
Profit for the period 154,951
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For thesix months ended 30 June 2014

3. SEGMENT INFORMATION (continued)
For the six months ended 30 June 2013

Flame-
retardant New-type
RF coaxial flexible electronic Other

cable series  cable series components  accessories Total
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000

Turnover 936,033 267,103 36,540 26,000 1,265,676
Cost of goods sold (711,856) (210,514) (23,524) (23,005) (968,899)
SEGMENT RESULT 224,177 56,589 13,016 2,995 296,777
Unallocated income and expenses:
Other income 4,693
Other gains 1,566
Selling and distribution costs (34,338)
Administrative expenses (26,151)
Research and development costs (12,286)
Finance costs (28,836)
Profit before taxation 201,425
Taxation (36,842)
Profit for the period 164,583
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For the six months ended 30 June 2014

4. OTHER INCOME

Six months ended 30 June

2014 2013

RMB’000 RMB’000

Government grants 1,899 1,599
Interest income 3,893 2,045
Rental income 759 627
Others 166 422
6,717 4,693

5. TAXATION

Six months ended 30 June
2014 2013

RMB’000 RMB'000

The charge comprises:

PRC Enterprise Income Tax 36,281 37,644
Deferred taxation (note 14) 2,076 (802)
Taxation for the period 38,357 36,842

The PRC income tax is calculated at the applicable rates in accordance with the relevant laws and regulations in
the PRC.

Pursuant to the relevant laws and regulations, Jiangsu Trigiant, the principal subsidiary of the Company, was
endorsed as an Advanced Technology Enterprise on 4 March 2009 (renewed on 21 May 2012) and therefore
entitled to a preferential tax rate of 15% from 2013 to 2015 pursuant to the Enterprise Income Tax Law (“EIT
Law") of the PRC.

According to relevant tax law in the PRC, dividend distributed to foreign investors out of the profit generated from
1 January 2008 onwards shall be subject to withholding tax at 10% and withheld by the PRC entity, pursuant to
Articles 3 and 37 of the EIT Law and Article 91 of its Detail Implementation Rules.

No provision for Hong Kong Profits Tax was made in the condensed consolidated financial statements as the
Group did not derive assessable profits from Hong Kong for both periods.
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For thesix months ended 30 June 2014

6. PROFIT FOR THE PERIOD

Six months ended 30 June
2014 2013

RMB’000 RMB’000

Profit for the period has been arrived at after charging:

Cost of inventories recognised as expenses 1,041,051 968,899
Operating lease rentals in respect of land use rights 865 865
Depreciation of property, plant and equipment 10,016 8,554
Exchange loss (included in other gains and losses) 2,336 -

and after crediting:

Gross rental income from investment properties

(net of nil direct operating expenses) 759 627
Gain on fair value changes on investment properties

(included in other gains and losses) 400 800
Exchange gain (included in other gains and losses) - 766

7. DIVIDENDS

During the current interim period, the Company paid a final dividend of HK7 cents per share in respect of the year
ended 31 December 2013 (six months ended 30 June 2013: HK5 cents per share in respect of the year ended 31
December 2012). The aggregate amount of the final dividend in respect of the year ended 31 December 2013
declared and paid in the current interim period amounted to HK$78,050,000 (equivalent to approximately
RMB61,987,000) (2013: HK$50,000,000 (equivalent to approximately RMB39,830,000)).

Subsequent to the end of the current interim period, interim dividend of HK7 cents (six months ended 30 June
2013: HK7 cents) per share has been declared by the directors of the Company.
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For the six months ended 30 June 2014

8. EARNINGS PER SHARE

The calculation of basic and diluted earnings per share attributable to the owners of the Company is based on the
following data:

Six months ended 30 June

2014 2013
RMB’000 RMB’000
Earnings:
Profit for the period attributable to owners of the Company
for the purpose of basic and diluted earnings per share 154,951 164,583

Number of shares:
Weighted average number of ordinary shares
for the purpose of basic and diluted earnings per share 1,115,000,000 1,000,000,000

The exercise price of the warrants and share options of the Company were higher than the average market price
for share during the period ended 30 June 2014. Therefore, the outstanding warrants and share options are anti-
dilutive. No diluted earnings per share is presented (for the period ended 30 June 2014) as there were no potential
ordinary shares outstanding other than the warrants and share options.

No diluted earnings per share for the period ended 30 June 2013 is presented as there were no potential ordinary
shares outstanding.

9. INVESTMENT PROPERTIES

The fair value of the Group's investment properties at 30 June 2014 and 31 December 2013 have been arrived at
on the basis of a valuation carried out at those dates by Savills Valuation and Professional Services Limited,
independent qualified professional valuer not connected to the Group. The valuation was arrived at based on
income method on the basis of capitalisation of net income based on a schedule provided by the management of
the Group with due allowance for reversionary income potential of the property and where appropriate, also
considered direct comparison approach by making reference to the comparable market transactions as available in
the market.

All of the Group's property interest held under operating leases to earn rentals or for capital appreciation purposes
are measured using the fair value model and are classified and accounted for as investment properties.

The following table gives information about how the fair value of the Group’s investment properties is determined
(in particular, the valuation techniques and inputs used), as well as the fair value hierarchy into which the fair value
measurement is categorised (Levels 1 to 3) based on the degree to which the inputs to the fair value measurement
is observable.
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For thesix months ended 30 June 2014

9. INVESTMENT PROPERTIES (continued)

Valuation
technique and
key input(s)

Fair value
hierarchy

Level 3 Income method

The key inputs are:
(1) Termyield;

(2) Reversionary
yield; and

(3) Market unit rent
of individual Unit.

Relationship of
unobservable inputs
to fair value

Significant
unobservable input(s)

Term yield, taking into
account of yield generated
from comparable properties
and adjustment to reflect the
certainty of term income
secured and to be received,
of 6%.

The higher the term yield,
the lower the fair value.

Reversionary yield, taking
into account annual unit
market rental income and
unit market value of the
comparable properties, of
7%.

The higher the reversionary
yield, the lower the fair
value.

Market unit rent, using direct
market comparables and
taking into account of
location and other individual
factors such as size of
property and facilities, of
RMB11.2/square metre/
month.

The higher the market unit
rent, the higher the fair value.

Sensitivity

If the term yield to the
valuation model is 1% higher/
lower, while all the other
variables were held constant,
the carrying value of the
investment properties would
decrease by approximately
RMB30,000 and increase by
approximately RMB30,000
respectively.

If the reversionary yield to the
valuation model is 1% higher/
lower, while all the other
variables were held constant,
the carrying value of the
investment properties would
decrease by approximately
RMB3,661,000 and increase
by approximately
RMB4,439,000 respectively.

If the market unit rent to the
valuation model is 5% higher/
lower, while all the other
variables were held constant,
the carrying value of the
investment properties would
increase by RMB1,590,000
and decrease by approximately
RMB1,590,000 respectively.

The resulting increase in fair value of investment properties of RMB400,000 has been recognised directly in profit
and loss for the six months ended 30 June 2014 (six months ended 30 June 2013: RMB800,000).
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NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For the six months ended 30 June 2014

10. PROPERTY, PLANT AND EQUIPMENT

11.

During the six months ended 30 June 2014, the Group spent approximately RMB40,393,000 (six months ended 30
June 2013: RMB5,674,000) on acquisitions of property, plant and machinery.

TRADE AND OTHER RECEIVABLES

The Group normally allows a credit period ranging from 180 to 360 days to its customers.

The following is an aged analysis of trade and other receivables at the end of the reporting period. The aged
analysis of trade receivables are presented based on the invoice date, or otherwise, delivery date which
approximated the respective revenue recognition dates, whereas that of bills receivables are presented based on
their date of receipt:

At At
30 June 31 December

2014 2013
RMB’000 RMB’000

Trade and bills receivables, aged

0-90 days 962,432 644,508
91-180 days 650,228 691,201
181-365 days 330,467 271,620
Over 365 days 2,571 13,268

1,945,698 1,620,597
Current portion of land use right 1,696 1,696
Interest receivables 2,350 876
Other receivables 5,514 3,082
Prepaid expenses 1,742 1,173
Staff advances 3,239 5,658

1,960,239 1,633,082

Included in trade and bills receivables balance are amounts of RMB765,786,000 (31 December 2013:
RMB625,463,000) of which goods were delivered but invoice not yet issued. The balance is included in 0 to 90
days band in the above aged analysis.
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For thesix months ended 30 June 2014

12. TRADE AND OTHER PAYABLES

The following is an analysis of trade and other payables and an aged analysis of trade and bills payables presented
based on invoice date at the end of the reporting period:

At At
30 June 31 December

2014 2013
RMB’000 RMB'000

Trade and bills payables, aged

0-90 days 124,227 219,288
91-180 days 25,923 11,242
181-365 days 17,620 -
Over 365 days - 2,367

167,770 232,897
Accrued expenses 10,015 11,354
Payroll and welfare payables 6,468 11,712
Other tax payables 10,097 3,074
Deposits from suppliers 8,230 8,340
Payable for acquisition of property, plant and equipment 4,363 648
Other payables 4,328 5,144

211,271 273,169

13. BANK AND OTHER BORROWINGS

During the current interim period, the Group obtained new short-term bank loans amounting to RMB1,034,350,000
(six months ended 30 June 2013: RMB649,787,000) and repaid bank loans amounting to RMB655,969,000 (six
months ended 30 June 2013: RMB754,784,000). The proceeds were used for daily operation of the Group.

14. DEFERRED TAXATION

The following is the deferred tax liabilities recognised by the Group and movements thereon during the period:

Fair value Tax on
adjustment  undistributed Revaluation

on acquisition earnings  of properties Total

RMB’'000 RMB’'000 RMB'000 RMB’000

At 1 January 2013 8,874 11,862 483 21,219
Charge to other comprehensive income - - 876 876
(Credit) charge to profit or loss for the period (180) 5,605 450 5,875
Withholding tax paid - (5,032) - (5,032)
At 31 December 2013 8,694 12,435 1,809 22,938
(Credit) charge to profit or loss for the period (90) 2,066 100 2,076
At 30 June 2014 (unaudited) 8,604 14,501 1,909 25,014

18 Trigiant Group Limited e Interim Report 2014



NOTESTOTHE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For the six months ended 30 June 2014

15. WARRANTS

30 June 2014
Number of

underlying shares Weighted
upon exercise average
of Warrants exercise price
HK$
Granted during the period and balance at 30 June 2014 200,000,000 3.15
Exercisable at 30 June 2014 200,000,000 3.15

On 10 April 2014, the Company issued unlisted warrants (“Warrants”) at an issue price of HK$0.01 per unit of
Warrant (approximately RMB0.008 each) entitling the holders thereof to subscribe in cash for up to an aggregate
amount of HK$630,000,000 for new shares (“Warrant Shares”) of the Company upon the exercise of the
subscription rights attached to the Warrants at a subscription price of HK$3.15 per Warrant Share (approximately
RMB2.50) (subject to adjustments) at any time for the period commencing from the date of issue of the Warrants
(i.e. 20 April 2014) and ending on the third anniversary thereof (or if that is not a business day, the first business
day immediately following such date (both days inclusive). Based on the initial subscription price of HK$3.15 per
Warrant Share, upon the exercise of the subscription rights attached to the Warrants in full, 200,000,000 Warrant
Shares will be issued. Total value of the Warrants at 30 June 2014 was HK$61,557,000 (approximately
RMB48,864,000). The ascribed values of the Warrants were determined using binomial model based on a risk free
rate of 0.683%, expected volatility of 50.90% and an expected life of 2.8 years. Issuance expense was
HK$300,000 (approximately RMB238,000) representing the placing agent fee.

The Warrants are re-measured at fair value at each statement of financial position date with the change in fair value
recorded in the profit or loss. The fair value of the Warrants have been derived at on the basis of valuation under
Level 2 fair value measurement carried out by Asset Appraisal Limited, independent qualified professional valuers
not connected with the Company. At 10 April 2014 and 30 June 2014, the fair value of the Warrants issued and
outstanding was HK$91,772,000 (approximately RMB72,848,000) and HK$61,557,000 (approximately
RMB48,864,000), respectively. A fair value change of RMB47,050,000 is recognised in the current period and the
amount has been charged to profit or loss. None of the Warrants have been exercised during the current period.
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16.

20

SHARE OPTIONS
SHARE OPTION SCHEME OF THE COMPANY

Pursuant to an ordinary resolution passed at the annual general meeting of the Company held on 27 May 2014, the
Company adopted a share option scheme (the “Scheme”).

Under the Scheme which is valid for a period of ten years commencing on 29 May 2014, the board of directors of
the Company may, at its discretion, grant options to subscribe for shares in the Company to eligible participants
("Eligible Participants”) who contribute to the long term growth and profitability of the Company. The Eligible
Participants include (a) any employee (whether full-time or part-time including any executive director but excluding
any non-executive director) of the Company, any of its subsidiaries or any entity ("'Invested Entity”’) in which the
Group holds an equity interest; (b) any non-executive director (including independent non-executive director) of the
Company, any of its subsidiaries or any Invested Entity; (c) any supplier of goods or services to any member of the
Group or any Invested Entity; (d) any customer of any member of the Group or any Invested Entity; (e) any person
or entity that provides research, development or other technological support to any member of the Group or any
Invested Entity; (f) any adviser (professional or otherwise) or consultant to any area of business or business
development of the Group or any Invested Entity; and (g) any other group or classes of participants who have
contributed or may contribute by way of joint venture, business alliance or other business arrangement to the
development and growth of the Group, in order to provide incentives or rewards for the Eligible Participants’
contribution to the Group.

The subscription price for the Company’s shares shall be a price at least equal to the highest of the nominal value
of the Company’s shares, the average of the closing prices of the Company’s shares quoted on the Stock
Exchange on the five trading days immediately preceding the date of an offer of the grant of the options and the
closing price of the Company’s shares quoted on the Stock Exchange on the date of an offer of the grant of the
options. The options must be taken up within 21 business days from the date of grant upon payment of HK$1 and
are exercisable over a period to be determined and notified by the directors to each grantee, which period may
commence from the date of acceptance of the offer of the grant of the options but shall end in any event not later
than ten years from the date of adoption of the Scheme.
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16. SHARE OPTIONS (continued)
SHARE OPTION SCHEME OF THE COMPANY (continued)

The initial total number of the Company’s shares which may be issued upon exercise of all options to be granted
under the Scheme and any other schemes of the Group (excluding options lapsed in accordance with the terms of
the Scheme and any other schemes of the Group) must not in aggregate exceed 10% of the Company’s shares in
issue as at the date of adoption of the Scheme. The maximum number of the Company’s shares which may be
issued upon exercise of all outstanding options granted and yet to be exercised under the Scheme and any other
schemes of the Group must not exceed 30% of the Company’s shares in issue from time to time. The total
number of the Company’s shares issued and to be issued upon exercise of the options granted to each grantee
(including both exercised and outstanding options) under the Scheme or other schemes of the Group in any
12-month period up to the date of grant must not exceed 1% of the Company'’s shares in issue at the date of grant
unless approved by the Company’s shareholders in general meeting.

A total of 77,400,000 share options were granted on 20 June 2014 under the Scheme and remained outstanding
as at 30 June 2014. The closing price of the shares of the Company immediately before the date of grant of share
options was HK$2.0. The fair value of the share options on date of grant was approximately HK$33,019,000
(approximately RMB26,085,000) which is calculated using Black-Scholes Pricing Model based on risk free rate of
0.742% to 1.724%, expected volatility of 53.663%, expected life of 3 to 7 years and expected dividend rate of
7.0%. The variables and assumptions used in computing the fair value of the share options are based on the
directors’ best estimate. The value of an option varies with different variables of certain subjective assumptions.
The Group recognised a share-based payment expense of approximately HK$292,000 during the period ended 30
June 2014. In respect of each grantee, the share options shall vest in five equal tranches over five years
commencing from the date falling on first anniversary of 4 July 2014, being the date of acceptance, as to 20% of
the share options for the first tranche (4 July 2015) and 20% of the share options on each of the following four
tranches (that is, 4 July 2016, 2017, 2018 and 2019 respectively), subject to the relevant grantee remaining as an
eligible person under the Scheme at the time of each vesting of the share options, and the share options vested
are exercisable during a two years period commencing from the date of vesting of the relevant share options.

As at 30 June 2014, no shares were issuable under the Scheme (31 December 2013: Nil).

Trigiant Group Limited ¢ Interim Report 2014 21
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16. SHARE OPTIONS (continued)
SHARE OPTION SCHEME OF THE COMPANY (continued)

A summary of the movements of the number of share options under the Scheme for the period is as follows:

Granted Balance at
during 30 June Exercise

Date of grant the period 2014 price  Exercisable period

Granted to directors on

20 June 2014 720,000 720,000 HK$3.15 4 July 2015 to 3 July 2017
20 June 2014 720,000 720,000 HK$3.15 4 July 2016 to 3 July 2018
20 June 2014 720,000 720,000 HK$3.15 4 July 2017 to 3 July 2019
20 June 2014 720,000 720,000 HK$3.15 4 July 2018 to 3 July 2020
20 June 2014 720,000 720,000 HK$3.15 4 July 2019 to 3 July 2021
Sub-total 3,600,000 3,600,000

Granted to employees on

20 June 2014 14,168,000 14,168,000 HK$3.15 4 July 2015 to 3 July 2017
20 June 2014 14,168,000 14,168,000 HK$3.15 4 July 2016 to 3 July 2018
20 June 2014 14,168,000 14,168,000 HK$3.15 4 July 2017 to 3 July 2019
20 June 2014 14,168,000 14,168,000 HK$3.15 4 July 2018 to 3 July 2020
20 June 2014 14,168,000 14,168,000 HK$3.15 4 July 2019 to 3 July 2021
Sub-total 70,840,000 70,840,000

Total 74,440,000 74,440,000
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17. SHARE CAPITAL

Shown
Number of in the financial

shares Amount in statements as
HK$ RMB'000

Ordinary shares at HK$0.01 each

Authorised:
At 1 January 2013, 31 December 2013 and 30 June 2014 10,000,000,000 100,000,000

Issued and fully paid:

At 1 January 2013 1,000,000,000 10,000,000 8,140
Issue of shares (note a) 115,000,000 1,150,000 911
At 31 December 2013 and 30 June 2014 1,115,000,000 11,150,000 9,051

Note: On 8 October 2013, the Company entered into a subscription agreement with Trigiant Investments Limited (“Trigiant Investments”) to allot
and issue 115,000,000 ordinary shares of HK$0.01 each (“Subscription Shares”) at a subscription price of HK$3.15 per share. The
subscription agreement is conditional upon completion of the placing of 115,000,000 ordinary shares of HK$0.01 each of the Company made
by the placing agent on behalf of Trigiant Investments. On 17 October 2013, following the completion of the placing, the Subscription
Shares were issued under the general mandate passed on 27 May 2013.

18. OPERATING LEASE COMMITMENTS
THE GROUP AS LESSEE

At the end of the reporting period, the Group had commitments for future minimum lease payments under non-
cancellable operating leases in respect of rented premises which fall due as follows:

At At

30June 31 December

2014 2013

RMB’000 RMB'000

Within one year 825 578
In the second to fifth years inclusive - 127
825 705

The leases are negotiated for a lease term of 1 to 2 years at fixed monthly rental.
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18. OPERATING LEASE COMMITMENTS (continued)
THE GROUP AS LESSOR

Property rental income earned during the current period was RMB759,000 (six months ended 30 June 2013:
RMB627,000). The Group's properties are expected to generate rental yield of 4.0% on an ongoing basis. All of the
properties held have committed tenants for the next two (31 December 2013: three) years.

At the end of the reporting period, the Group had contracted with tenants for the following future minimum lease

payments:
At At
30June 31 December
2014 2013
RMB’000 RMB’000
Within one year 1,519 1,519
In the second to fifth years inclusive 1,013 1,772
2,532 3,291

19. PLEDGE OF ASSETS

At 30 June 2014, the Group has pledged its land use rights with carrying value of approximately RMB 16,844,000
(31 December 2013: RMB12,177,000) to secure general banking facilities granted to the Group.

20. RELATED PARTY TRANSACTIONS

The Group had no significant transactions and balances during the period. The key management personnel of the
Group are the directors of the Company. During the six months ended 30 June 2014, directors’ emoluments of
approximately RMB1,116,000 (six months ended 30 June 2013: RMB997,000) were paid or payable to the
directors of the Company.

21. CAPITAL COMMITMENTS

As at 30 June 2014, the Group was committed to acquire property, plant and equipment of RMB1,860,000 (31
December 2013: nil).

22. EVENT AFTER THE REPORTING PERIOD

On 20 August 2014, the Company entered into a strategic cooperation agreement (“Agreement”) with three
independent third parties in relation to the proposed establishment of a fund management company (“Fund
Management Company”). The Fund Management Company will initiate the establishment and management of an
industry fund (“Industry Fund”) to carry out various investment activities in the PRC, Korea and other countries or
regions. According to the Agreement, the registered capital of the Fund Management Company (yet to be
established) is RMB1,000,000. The Company will own 30% shareholding of the Fund Management Company and,
accordingly, the Company’s share of respective registered capital amounted RMB300,000. The directors of the
Company is in the process of assessing the accounting impact of this investment.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

During the period under review, sales volume of RF coaxial cable series recorded a strong growth of approximately
18.1% to approximately 74,500 kilometres as compared with the corresponding period last year. Coupled with a series
of measures adopted by the Group to improve its operating costs, the Group’s operating results excluding its fair value
change of warrants, which is a non-cash item, recorded a continued growth.

In 2014, the growing popularity of mobile applications further promoted the development of internet. According to the
Statistical Report on Internet Development in China published by the China Internet Network Information Center, the
number of mobile internet phone users reached 527 million as at June 2014, accounting for 83.4% of overall internet
users in the People's Republic of China (“PRC"). It was the first time that the number of mobile internet phone users
surpassed that of traditional personal computer internet users in the PRC. Given the rapid growth of internet, the demand
for upgraded mobile communication infrastructures and extensive coverage has been increasing. The Group’s core
product, RF coaxial cable, which is an indispensable component used in base stations and indoor coverage systems,
was benefited to see a surging sales volume.

Following the granting of TD-LTE permit for 4G network by the Ministry of Industry and Information Technology (“MIIT")
of the PRC in December 2013, three major customers of the Group, namely China Mobile Communications Corporation*
(FPEFZEBIEEE A7) (“China Mobile”), China United Network Communications Corporation Limited* (FF B & 4845
BEABRAR]) (“China Unicom”) and China Telecommunications Corporation* (FREIE{Z5%E /A 7)) (“China Telecom"),
commenced the extensive preparation and launching of TD-LTE 4G networks. On 27 June 2014, the MIIT approved the
commencement of the TD-LTE/LTE FDD hybrid network trial by China Unicom and China Telecom in 16 cities across the
PRC. During the period, the prevailing trend of establishing the 4G network on a large scale fuelled a considerable
demand for the Group’s core products, RF coaxial cable and flame-retardant flexible cable.

The Group's turnover increased by approximately 6.9% from approximately RMB1,265.7 million in the first half of 2013
to approximately RMB1,352.8 million in the first half of 2014. While the Group has been adopting a cost-plus-profit
pricing model, the overall gross profit margin maintained at a stable level, which slightly decreased by approximately 0.4
percentage point from approximately 23.4% to approximately 23.0% as compared with the corresponding period last
year. Nonetheless, since the Warrants issued by the Company during the first half of 2014 were measured at fair value,
the change in fair value of such Warrants incurred a non-cash loss of approximately RMB47,050,000. As a result, profit
attributable to owners of the Company decreased by approximately 5.9% from approximately RMB164.6 million to
approximately RMB154,951,000, while net profit margin decreased by approximately 1.5 percentage points to
approximately 11.5% as compared with the corresponding period in last year. On the basis that the abovementioned
non-cash loss relating to the fair value change of Warrants was excluded, profit attributable to owners of the Company
excluding the fair value change of Warrants increased by approximately 22.7% from approximately RMB164.6 million to
approximately RMB202.0 million, while net profit margin excluding the fair value change of Warrants increased by
approximately 1.9 percentage points to approximately 14.9% as compared with the corresponding period last year,
which was due to the turnover increase and the decrease in selling expenses and finance costs as a result of the on-
going effective cost control adopted by the Group during the current period.

*  For identification only
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MANAGEMENT DISCUSSION AND ANALYSIS

Although the sales of RF coaxial cable series recorded a strong growth, the average copper price during the period
decreased by approximately 10.2% as compared with the corresponding period last year, resulting in a year-on-year
decrease in the average selling price of such product. The turnover of RF coaxial cable series recorded a year-on-year
increase by approximately 3.8% to approximately RMB971.7 million, accounting for approximately 71.8% of the total
turnover of the Group, while gross profit margin slightly decreased by 0.1 percentage point to approximately 23.8%. As
the Group’s major customers China Unicom and China Telecom established and optimised their networks, the turnover
of flame-retardant flexible cable series, another core product of the Group, after accounting for the drop in average
copper price recorded a year-on-year increase by approximately 12.2% to approximately RMB299.8 million, accounting
for approximately 22.2% of the total turnover of the Group. During the period, the gross profit margin of the flame-
retardant flexible cable series slightly decreased by 0.3 percentage point to approximately 20.9%.

BREAKDOWN OF TURNOVER BY PRODUCTS

Six months ended 30 June

2014 2013 Changes

RMB’000 RMB'000
RF coaxial cable series 971,719 936,033 +3.8%
Flame-retardant flexible cable series 299,802 267,103 +12.2%
New-type electronic components 47,965 36,540 +31.3%
Other accessories 33,306 26,000 +28.1%
Total 1,352,792 1,265,676 +6.9%

MAJOR CUSTOMERS AND SALES NETWORK

The Group’s major customers include three major telecommunications operators in the PRC, namely China Mobile,
China Unicom and China Telecom. During the period, sales to China Mobile, China Unicom and China Telecom
accounted for approximately 28.0%, 51.8% and 13.4% of the Group’s overall turnover, respectively. Among those major
customers, the sales proportion of China Unicom and China Telecom increased substantially as a result of their
respective preparation for the TD-LTE/LTE FDD hybrid network trial. Leveraging on the product quality, production
capacity, after-sales services and the sales team of the Group, the Group's products were sold directly to all 31 provincial
subsidiaries of China Unicom, 24 out of the 31 provincial subsidiaries of China Mobile and 25 out of the 31 provincial
subsidiaries of China Telecom during the period. In the future, the Group will continue to consolidate its business
relationships with the three major telecommunications operators, and aggressively seek for opportunities to collaborate
with the remaining provincial subsidiaries of the three telecommunications operators with whom the Group has not yet
established business relationships.

While focusing on the PRC domestic business, the Group also actively explored overseas markets during the period.
Through participation in telecommunications exhibitions overseas, the Group succeeded in enhancing its comprehensive
strength as well as laying a business foundation for building up overseas sales network. During the period under review,
the Group took part in various telecommunications exhibitions held in India, Germany, Singapore and Russia in order to
increase its product recognition overseas. Moreover, the Group took active part in tendering for local
telecommunications equipment projects with a view to further expanding its sales network overseas. During the period,
new overseas markets explored by the Group included regions such as Saudi Arabia, Turkey and United Arab Emirates.
Together with the Russia market, the overseas sales continued to attain satisfactory growth.
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MANAGEMENT DISCUSSION AND ANALYSIS

PRODUCTION BASE AND CAPACITY

The production base of the Group is located in Yixing City, Jiangsu Province, the PRC, occupying an area of
approximately 240,000 square metres. The annual production capacity of the Group’s RF coaxial cable was 200,000
kilometres. The Group will closely monitor the demand for its product and expand its production capacity to cope with
the needs for 4G network construction.

PATENTS, AWARDS AND RECOGNITION

As at 30 June 2014, the Group had obtained 44 patents and developed 62 new products in the PRC. 27 products of the
Group were granted Advanced Technology Product Certificate by the Science and Technology Department of Jiangsu
Province. In the meantime, the Group is in the process of applying for patents for a number of technical know-hows.
During the period, the Group received various awards and honours which included the following:

° according to the statistics from the Optical Fiber and Electric Cable Sub-association of the China Electronics
Components Association (fEEFILHTEBE L ELEHE), Jiangsu Trigiant, the principal subsidiary of the
Group, ranked first in terms of sales volume of RF coaxial cable among the RF coaxial cable manufacturers in the
PRC for four consecutive years from 2010 to 2013;

° the Company was accredited as “2013 Innovative Base for Integration of Three Networks in Jiangsu Province”
(2013F E L& & =488t & AlF ) by Jiangsu Economic and Information Technology Commission in April 2014;

o Jiangsu Trigiant ranked 15th in “27th Section of Top 100 PRC Electronic Component Enterprises 2014" (20144 &5
27EFEEF BB

PROSPECTS AND FUTURE PLANS

As the operation of TD-LTE network and TD-LTE/LTE FDD hybrid network trial for 4G network has been approved by the
MIIT, it is expected that the three major telecommunications operators will continue to promote the development of 4G
network. Looking ahead, in the second half of 2014, the mobile communication industry will continue to compete for
procurement of infrastructure equipment. As a leading manufacturer of mobile communication equipment in the PRC,
the Group will be well-prepared by strengthening its research and development capability, enhancing the Group's
product quality as well as implementing efficient cost control with a view to attaining new heights of success. During
the period, through the issuance of the Warrants, the Group introduced, among other parties, a subsidiary of & &8/
EEREAMR AT (Qingdao Haier Investment and Development Co., Ltd.*) (“Haier”) as a strategic investor. On 20 August
2014, the Group also entered into a strategic cooperation agreement with, among other parties, another subsidiary of
Haier to set up a fund management company with a view to establishing and managing an industry fund to carry out
various investment activities in the PRC, Korea and other countries or regions. In the future, the Group will continue to
seek for cooperation opportunities and build a closer relationship with Haier by utilising the respective strengths of the
parties in market resources. The target is to identify opportunities to tap into various areas including but not limited to
Internet of Things, communication network business such as the optical communication network and the home
appliances industry providing smart home appliances so as to further expand the Group’s business and create new
profit-making points.
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MANAGEMENT DISCUSSION AND ANALYSIS

The three major telecommunications operators in the PRC agreed to establish China Communications Facilities Services
Corporation Limited to reduce the duplication of related infrastructures such as base station towers for a higher
utilisation rate. Since the 2G, 3G and 4G networks of the three major telecommunications operators involve different
frequencies, different RF coaxial cable systems are therefore required instead of sharing one RF coaxial cable system in
case of sharing one common base station tower. The Group believes that the demand for RF coaxial cables will not
decrease due to sharing of base station tower. On the contrary, the three major telecommunications operators have
solved the problem of site selection of base station tower and accelerated their construction progress of outdoor base
station networks. Together with the growth in demand for RF coaxial cable used in indoor signal coverage system, the
Group is of the view that the demand for the RF coaxial cable will continue to remain vibrant accordingly.

In the future, the Group will continue to explore overseas markets. The Group plans to attend telecommunications
exhibitions in Dubai, South Africa and Brazil in the second half of the year, with a view to progressively expanding to
African and South American markets. As for Asian markets, the Group is in the process of active negotiations with
telecommunications equipment distributors in Korea, Singapore, Malaysia, Thailand and Indonesia. The Group aims at
maximising the contributions from the oversea markets, which will lead the Group to step onto the world stage and in
turn becoming a leading international manufacturer of mobile communication equipment.

FINANCIAL REVIEW

Turnover

Turnover increased by approximately RMB87.1 million, or 6.9%, from approximately RMB1,265.7 million in the first half
of 2013 to approximately RMB1,352.8 million in the first half of 2014. RF coaxial cable series and flame-retardant flexible
cable series remained the growth drivers in the first half of 2014 where the sales of these two products increased by
approximately RMB35.7 million and approximately RMB32.7 million, respectively. Nonetheless, the contribution to the
increased turnover made by the increase in sales volume of the above two products are partly offset by the drop in
average copper price of approximately 10.2% because of the cost-plus-profit pricing policy adopted by the Group. The
increase in sales is primarily driven by increased demand from the PRC’s major telecommunication operators for their
continued optimisation of existing networks and construction of the 4G networks.

Cost of goods sold

For both periods, cost of materials consumed remained the major components of the cost of goods sold. Cost of goods
sold increased by approximately RMB72.2 million, or 7.4%, from approximately RMB968.9 million in the first half of
2013 to approximately RMB1,041.1 million in the first half of 2014. The increase in cost of goods sold approximate to
the growth in the turnover.

Gross profit and gross profit margin

Gross profit increased by approximately RMB14.9 million, or 5.0%, from approximately RMB296.8 million in the first half
of 2013 to approximately RMB311.7 million in the first half of 2014. Overall gross profit margin remained stable and
decreased slightly from 23.4% in the first half of 2013 to 23.0% in the first half of 2014. The Group adhered to the cost
plus pricing model where selling price of copper-related products will be adjusted accordingly when copper price
fluctuates. As such, the fluctuation of copper price did not have significant impact on the Group's gross profit margin.
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MANAGEMENT DISCUSSION AND ANALYSIS

Other income

Other income increased by approximately RMB2.0 million, or 43.1%, from approximately RMB4.7 million in the first half
of 2013 to approximately RMB6.7 million in the first half of 2014 primarily due to the increase in interest income and
government grants by approximately RMB1.8 million and approximately RMBO0.3 million respectively.

Other gains and losses

Other losses incurred in the first half of 2014 amounted to approximately RMB1.9 million while other gains of
approximately RMB1.6 million resulted in the first half of 2013. The other losses incurred for the first half of 2014 is
mainly because of exchange losses of approximately RMB2.4 million as compared with exchange gain of approximately
RMBO0.8 million in the first half of 2013.

Selling and distribution costs

Selling and distribution costs decreased by approximately RMB10.4 million, or 30.3%, from approximately RMB34.3
million in the first half of 2013 to approximately RMB23.9 million in the first half of 2014, mainly due to decreased
marketing and entertainment costs as a result of a continued cost control program being carried out.

Administrative expenses

Administrative expenses decreased by approximately RMB3.9 million, or 14.6%, from approximately RMB26.2 million in
the first half of 2013 to approximately RMB22.3 million in the first half of 2014 and the decrease is mainly attributable to
the decrease in entertainment costs.

Research and development costs

Research and development costs decreased by approximately RMB1.2 million, or 9.7%, from approximately RMB12.3
million in the first half of 2013 to approximately RMB11.1 million in the first half of 2014 after the completion of certain
research and development projects relating to the 4G networks.

Fair value change of Warrants

The Company issued the Warrants in April 2014 and re-measures the Warrants at fair value at each statement of
financial position date with the change in fair value recorded in the profit or loss. As such, such fair value change was
not related to the Group’s operating results. These Warrants are recognised in the consolidated statement of financial
position at their fair value using binomial model. The change in fair value of the Warrants amounted to approximately
RMB47.1 million is therefore recognised in the consolidated statement of profit or loss.

Finance costs

Finance costs decreased by approximately RMB10.0 million, or 34.9%, from approximately RMB28.8 million in the first
half of 2013 to approximately RMB18.8 million in the first half of 2014 primarily due to the decrease the Group's average
interest rate and bank borrowings.

Taxation

Taxation charge increased by approximately RMB1.6 million, or 4.1%, from approximately RMB36.8 million in the first
half of 2013 to approximately RMB38.4 million in the first half of 2014. The Group's Enterprise Income Tax arises from
Jiangsu Trigiant, which enjoy a reduced Enterprise Income Tax rate of 15% as it is a High and New Technology
Enterprise. The increase in taxation charge in the first half of 2014 is primarily attributable to increase in taxable profit of
Jiangsu Trigiant.
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Profit for period

As a combined result of the foregoing, the profit after tax decreased by approximately RMB9.6 million, or 5.9%, from
approximately RMB164.6 million in the first half of 2013 to approximately RMB155.0 million in the first half of 2014 and
the corresponding net profit margin decreased from approximately 13.0% in the first half of 2013 to approximately
11.5% in the first half of 2014.

Nonetheless, profit after tax excluding the fair value change of the Warrants amounted to approximately RMB202.0
million in the first half of 2014, representing an increase of RMB37.4 million, or 22.7%, from approximately RMB164.6
million in the first half of 2013 and the net profit margin excluding the fair value change of Warrants increased from
approximately 13.0% in the first half of 2013 to approximately 14.9% in the first half of 2014.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

The operation of the Group is generally financed through a combination of shareholders’ equity, internally generated
cash flows and bank borrowings. In the long term, the operation of the Group will be funded by internally generated cash
flow and, if necessary, additional equity financing and bank borrowings.

The following table summarises the cash flows for the six months ended 30 June 2013 and 2014:

Six months ended 30 June

2014 2013

RMB’000 RMB'000

Net cash used in operating activities (147,087) (206,333)
Net cash (used in) from investing activities (115,941) 29,725
Net cash from (used in) financing activities 278,777 (172,162)

As at 30 June 2014, the Group had bank balances and cash and pledged bank deposits of approximately RMB671.1
million, with the majority denominated in RMB. As at 30 June 2014, the Group had total bank borrowings of
approximately RMB1,194.2 million comprising approximately RMB1,154.2 million repayable within one year and
approximately RMB40 million repayable over one year but not more than five years. As at 30 June 2014, RMB445.0
million of the total bank borrowings were fixed rate borrowings and approximately RMB749.2 million were variable rate
borrowings. As at 30 June 2014, bank borrowings of approximately RMB710.0 million were denominated in Renminbi,
approximately RMB61.5 million were denominated in Hong Kong dollar and approximately RMB422.7 million were
denominated in United States dollar.

The majority of the Group’s transactions are denominated in Renminbi and, accordingly, the Group has not entered into
any financial instrument for hedging foreign currency exposure. The Group currently does not have any foreign
currencies hedging policy but will consider hedging its foreign currency exposure should the need arise.

GEARING RATIO

Gearing ratio increased from 16.3% as at 31 December 2013 to 32.7% as at 30 June 2014. Such increase was primarily
resulted from the additional working capital required to support the continued business growth. Gearing ratio is
calculated by dividing total bank borrowings net of pledged bank deposits and bank balances and cash over total equity.
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ISSUE OF WARRANTS

On 12 February 2014, the Company entered into a placement agreement with a placing agent to place the Warrants at
an issue price of HK$0.01 per unit of Warrant entitling the holders thereof to subscribe in cash for up to an aggregate
amount of HK$630,000,000 for Warrant Shares upon the exercise of the subscription rights attached to the Warrants at
a subscription price of HK$3.15 per Warrant Share (approximately RMB2.50) (subject to adjustments) at any time for the
period commencing from the date of issue of the Warrants and ending on the third anniversary thereof. Pursuant to the
approval granted by the shareholders of the Company on 28 March 2014, the Warrants were issued on 10 April 2014 to
not less than six placees. Based on the initial subscription price of HK$3.15 per Warrant Share, upon the exercise of the
subscription rights attached to the Warrants in full, 200,000,000 Warrant Shares will be issued. The Company intends to
use the proceeds, if any, from the exercise of the subscription rights attached to the Warrant for repayment of debts and
general working capital. None of the Warrants were exercised as at 30 June 2014.

MATERIAL ACQUISITION AND DISPOSALS OF SUBSIDIARIES OR ASSOCIATED
COMPANIES

The Group had no material acquisition or disposal of subsidiaries or associated companies during the six months ended
30 June 2014. In addition, the Group had no significant investments held during the six months ended 30 June 2014.

PLEDGE OF ASSETS

As at 30 June 2014, the Group pledged certain of its land use rights and bank deposits with carrying value of
approximately RMB16.8 million and RMB217.1 million (31 December 2013: approximately RMB12.2 million and
RMB131.7 million), respectively, to certain banks to secure credit facilities granted to the Group.

CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 30 June 2014.

EMPLOYEE INFORMATION

As at 30 June 2014, the Group had approximately 700 (31 December 2013: 700) employees. In order to enhance the
morale and productivity of employees, employees are remunerated based on their performance, experience and
prevailing industry practices. Compensation policies and packages of management staff and functional heads are being
reviewed on a yearly basis. In addition to basic salary, performance related salary may also be awarded to employees
based on internal performance evaluation. Moreover, the Company adopted a share option scheme in May 2014 which
allows the directors of the Company to grant share options to, among other persons, directors and employees of the
Group in order to retain elite personnel to stay with the Group and to provide incentives for their contribution to the
Group. During the six months ended 30 June 2014, the Group granted (subject to acceptance) an aggregate of
74,400,000 share options to certain directors and employees of the Group.

The Group also invests in continuing education and training programmes for management staff and other employees
with a view to upgrading their skills and knowledge. These training courses comprise internal courses run by the
management of the Group and external courses provided by professional trainers and range from technical training for
production staff to financial and administrative trainings for management staff.
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USE OF PROCEEDS

On 19 March 2012, the Company issued 200,000,000 new shares of nominal value of HK$0.01 each in connection with
the listing of the Company’s shares on the Stock Exchange (“IPO"). The net proceeds after deducting the issuing
expenses arising from the IPO amounted to approximately HK$185 million (equivalent to approximately RMB150 million).

As at 30 June 2014, the net proceeds applied in the manner as set out in the Company’s prospectus dated 6 March
2012 were summarised as follows:

o RMB45.0 million has been utilised for the expansion of the sales and distribution network of the Group;

° RMB22.5 million has been utilised for the expansion of the production capacity and advancement of production
facilities;

° RMB15.0 million has been utilised for the expansion of research and development of new products and upgrading
existing product functions and related technologies;

° RMB30.0 million has been utilised for the repayment of bank borrowings; and
° RMB15.0 million has been utilised for general working capital.

As at 30 June 2014, the remaining net proceeds of RMB22.5 million were deposited with certain licensed financial
institutions.

In October 2013, the Company completed a placing and top-up subscription arrangement and raised net proceeds of
approximately HK$352.4 million (equivalent to approximately RMB279.2 million). As at 30 June 2014, all the related net
proceeds are utilised as general working capital of the Group and for repayment of debts.

In April 2014, the Company completed the issuance of the Warrants. The net proceeds from the issuance of the

Wiarrants of approximately HK$1.7 million (equivalent to approximately RMB1.3 million) are utilised as general working
capital of the Group.
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INTERIM DIVIDEND

The Board has resolved to declare the payment of an interim dividend of HK7 cents per share for the first half of 2014
(first half of 2013: HK7 cents) to the shareholders whose names appear on the register of members of the Company on
Friday, 12 September 2014. The interim dividend will be payable on or about Friday, 10 October 2014.

CORPORATE GOVERNANCE

The Company adopted the Corporate Governance Code as set out in Appendix 14 to the Listing Rules (“CG Code”) as
its own code of corporate governance. The Directors consider that, the Company has complied, to the extent applicable
and permissible, with the code provisions as set out in the CG Code during the six months ended 30 June 2014 and the
Directors will use their best endeavours to procure the Company to comply with such code and make disclosure of
deviation from such code in accordance with the Listing Rules.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted Model Code for Securities Transactions by Directors of Listed Issuers (“Model Code”) as set
out in Appendix 10 to the Listing Rules as the code of conduct for Directors in their dealings in the Company’s securities.
Having made specific enquiry to all the Directors, all the Directors confirmed that they had complied with the required
standard of dealings as set out in the Model Code during the six months ended 30 June 2014.

SHARE OPTION SCHEME

Pursuant to a resolution passed by the shareholders of the Company at the annual general meeting of the Company held
on 27 May 2014, the Company adopted its first share option scheme (“Scheme”) to allow the Group to grant options to
eligible participants to entitle them to subscribe for new shares as incentives or rewards for their contribution to the
Group.

Further details of the Scheme and the share options granted are disclosed in Note 16 of the Notes to the condensed
consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY

As at 30 June 2014, the interests and short positions of the Directors and the chief executive of the Company in the
shares, underlying shares or debentures of the Company and associated corporations (within the meaning of Part XV of
the Securities Future Ordinance (“SFO", Chapter 571 of the Laws of Hong Kong) of the Company as recorded in the
register required to be kept under section 352 of the SFO, or which otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code contained in the Listing Rules, were as follows:

LONG POSITIONS

(1) Interests in the shares and underlying shares of the Company

Total of
Interest in Interest in shares and  Approximate

ordinary underlying underlying percentage of
Name of Director Nature of interest shares shares shares interest

Mr. Qian Lirong Interest in controlled 611,140,000 - 611,140,000 54.81%
corporation (Note a)
Interest in controlled 250,000 - 250,000 0.02%
corporation (Note b)
Beneficial owner 6,582,000 - 6,582,000 0.59%
Mr. Jiang Wei Beneficial owner 60,000 2,000,000 2,060,000 0.18%
(Note ¢)
Professor Jin Xiaofeng Beneficial owner - 400,000 400,000 0.04%
(Note ¢)
Mr. Poon Yick Pang Philip Beneficial owner - 400,000 400,000 0.04%
(Note c)
Mr. Ng Wai Hung Beneficial owner - 400,000 400,000 0.04%
(Note ¢)
Ms. Jia Lina Beneficial owner - 400,000 400,000 0.04%
(Note ¢)
Notes:
(a) These shares are registered in the name of Trigiant Investments Limited (“Trigiant Investments”), a company owned as to 76.88% by

Abraholme International Limited (“Abraholme”), which is wholly owned by Mr. Qian Lirong. Under the SFO, Mr. Qian Lirong is deemed to
be interested in all the shares held by Trigiant Investments. Mr. Qian Lirong is a director of each of Trigiant Investments and Abraholme.

(b) These shares are registered in the name of Abraholme.
(c) These interests in underlying shares represent interests in options granted on 20 June 2014 under the Company's share option scheme

conditionally adopted on 27 May 2014 which were accepted on 4 July 2014. Please refer to Note 16 of the Notes to the condensed
consolidated financial statements for further details of the share option granted.
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(2) Interests in associated corporations

Number and
Name of class of shares Approximate

associated in the associated percentage
Name of Director corporation Nature of interest corporation of interest

Mr. Qian Lirong Abraholme Beneficial owner 10 ordinary shares 100.00%

Mr. Qian Lirong Trigiant Investments  Interest in controlled 615 ordinary shares 76.88%
corporation

Save as disclosed above, as at 30 June 2014, none of the Directors and chief executives of the Company, or any of their
associates had any interests or short positions in the shares, underlying shares and debentures of the Company.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2014, the register of substantial shareholders maintained by the Company under section 336 of the SFO
recorded that the following persons/entities, other than the Directors or the chief executive of the Company, had an
interest or a short position in the shares or underlying shares of the Company as follows:

LONG POSITIONS

Total of
Interest in Interest in shares and Approximate

ordinary underlying underlying percentage
Name of shareholder Nature of interest shares shares shares of interest

Trigiant Investments Beneficial owner 611,140,000 - 611,140,000 54.81%
Abraholme Beneficial owner 250,000 - 250,000 0.02%
Interest in controlled 611,140,000 - 611,140,000 54.81%
corporation (Note a)
Madam Qian Jundi Interest of spouse 617,972,000 - 617,972,000 55.42%
(Note b)
Haier Electrical Appliances Beneficial owner - 67,000,000 67,000,000 6.01%
Second Holdings (BVI) (Note c)
Limited
Qingdao Haier Investment and Interest in controlled - 67,000,000 67,000,000 6.01%
Development Co., Ltd. corporation (Note c)

ERERARBERARAF
Qingdao Haier Collective Asset Interest in controlled - 67,000,000 67,000,000 6.01%

Management Association corporation (Note c)

EESRSBEEREHE
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(a) These shares are registered in the name of Trigiant Investments, a company owned as to 76.88% by Abraholme, which is wholly owned by Mr.
Qian Lirong. Under the SFO, each of Mr. Qian Lirong and Abraholme is deemed to be interested in all the shares held by Trigiant Investments. Mr.
Qian Lirong is a director of each of Trigiant Investments and Abraholme.

(b) Madam Qian Jindi is the spouse of Mr. Qian Lirong and under the SFO, she is deemed to be interested in all the shares in which Mr. Qian Lirong is
interested or deemed to be interested.

(c) Based on the notices of disclosure of interests of Haier Electrical Appliances Second Holdings (BVI) Limited, Qingdao Haier Investment and
Development Co., Ltd. 5&/FHBEE%EBFRR AR and Qingdao Haier Collective Asset Management Association & &/8BEEEEEIEHE each
filed with the Stock Exchange dated 11 April 2014, these interests in underlying shares are registered in the name of Haier Electrical Appliances
Second Holdings (BVI) Limited, a company wholly owned by Qingdao Haier Investment and Development Co., Ltd. 55 /8HIEEXEAR AR,
which in turn is owned as to 63.42% by Qingdao Haier Collective Asset Management Association & &/8REREEETEHS.

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

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed securities
for the six months ended 30 June 2014.

AUDIT COMMITTEE

An audit committee has been established with written terms of reference to, among other matters, review and
supervise the financial reporting process and internal control system of the Group. The audit committee comprises all
independent non-executive Directors, namely Mr. Poon Yick Pang Philip, Ms. Jia Lina, Mr. Ng Wai Hung and Professor
Jin Xiaofeng. Mr. Poon Yick Pang Philip is the chairman of the audit committee. The interim results of the Group for the
first half of 2014 have been reviewed by the audit committee of the Company.

The Company's independent auditor, Deloitte Touche Tohmatsu, has conducted a review of the interim financial
information of the Group for the first half of 2014 in accordance with Hong Kong standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the
HKICPA.

On behalf of the Board
Qian Lirong
Chairman

Hong Kong, 25 August 2014
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