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

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

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

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

This report, for which the directors (the “Directors”) of Xi‘an Haitian Antenna Technologies Co., Ltd.* (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules Governing the
Listing of Securities on the GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with
regard to the Company. The Directors, having made all reasonable enquiries, confirm that, to the best of their knowledge
and belief, the information contained in this report is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement herein or this report misleading.
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Chairman’s Statement

Dear Shareholders,

I am pleased to present the annual report of Xi’an Haitian Antenna Technologies Co., Ltd. together with its subsidiaries
(the “Group”) for the year ended 31 December 2013 on behalf of the board of Directors (the “Board”).

Although China’s 4G licenses have already been awarded officially in December 2013 by the PRC government,
under the impact of a suppressed environment in the PRC communication industry as a whole and intensifying price
competition in antenna market, the Group’s results declined from that of last year. In tackling with the challenging
macro-environment of unimpressive profitability in the 4G antennas market, the Group has adopted tightening control
on enterprise scale and measures of income source expansion and cost reduction, undergone product structure
reshuffling, and reduced capital expenditure in 4G antenna products. Our business operation has also placed stronger
emphasis in focusing on communications-related services including network optimisation and network inspection and
maintenance. The Group has also successfully diversified into mobile communication system module and related testing
and tuning/adjusting businesses in the second half of 2013, and has begun to register sales results. This has enabled
us to compensate for the deterioration in overall business performance resulted from steep fall in sales of antenna
products, thereby laying a solid foundation for our product transformation and business development in 2014.

The Group plans to optimise resources allocation, make active R&D efforts on tapping into new business areas, maintain
the existing niche and seek for additional financing channels in 2014, in order to get access to funds, grow into
diversified operations and strive for better performance.

On behalf of the Board, | would like to express heartfelt gratitude to all of the valuable customers, business partners
and staff who are closely-related to the Group, and express sincere thanks to our shareholders for their strong enduring
support since the listing of the Group. To show our appreciation to all of you for your patronage and confidence, the
Group will be dedicated to reaping prominent returns for our investors.

Xiao Bing
Chairman

Xi'an, the PRC
25 March 2014
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Management Discussion and Analysis

BUSINESS REVIEW

Revenue

Revenue recorded for the year ended 31 December 2013 was approximately RMB25.2 million, representing a significant
decrease of approximately 45.9% from the year of 2012. Under prolonged market competition in existing product line
of antennas and services for telecommunication industry throughout the year, both volume of sales and services were
dropped together with reduction in price level. Although a new product line of radio-frequency module was introduced
in the second half of 2013, it was merely accounted for approximately 3% of revenue for the year.

Nearly two-third of revenue was generated from sales of antenna and related products for the year whereas
approximately 57% in 2012. Approximately 47% of revenue was come from sales of smart antenna for the year as a
result of concentration in high-end products, but no such revenue was recognised in 2012.

Revenue from GSM/CDMA antenna series products for the year was decreased from approximately RMB16.9 million
in 2012 to approximately RMB2.6 million in 2013 due to termination of manufacture of 2G and 2.5G products for the
whole year. Sales of TD-SCDMA products remained stable and were slightly decreased from approximately RMB2.5
million in 2012 to approximately RMB1.6 million in 2013 as more favourable price was given to customers.

Service income was mainly come from network inspection and maintenance services, indoor and outdoor signal
services, and testing laboratory services. Facing to continuing intensive price competition, nevertheless sustained high
demand for network improvement, overall service income was dropped by approximately RMB11.6 million for the
year ended 31 December 2013 under low pricing strategy, representing a decrease of approximately 57.8% from last
year. Revenue from network inspection and maintenance services and indoor and outdoor signal services contributed
approximately 20% and 7% respectively to the revenue for the year, compared to approximately 21% and 17%
respectively in 2012.

Merely 18% of revenue was generated from the three major telecommunication operators, compared to approximately
73% in 2012 under the policy of diversification of customer base to local agents and international suppliers for
telecommunication facilities. More effort was devoted to the markets of smart antenna and radio-frequency module for
market diversification during the year.
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Management Discussion and Analysis

Composite of revenue by product line for the year ended 31 December 2013, together with the comparative figures for
the year ended 31 December 2012, are provided as follows:

For the year ended 31 December 2013 (by product line)
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Management Discussion and Analysis

Composite of revenue by major customers for the year ended 31 December 2013, together with the comparative

figures for the year ended 31 December 2012, are provided as follows:

For the year ended 31 December 2013 (by major customers)
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Legend:

China Telecom Group: FBIE{Z% B2 7 (China Telecommunications Corporation) and its subsidiaries and branch

companies (collectively “China Telecom Group”)

China Unicom Group: BB & 1Z B R 2 A (China United Telecommunications Corporation) and its subsidiaries and

branch companies (collectively “China Unicom Group”)

China Mobile Group: R E#E@EZEE A A (China Mobile Communications Corporation) and its subsidiaries and

branch companies (collectively “China Mobile Group”)

Huawei Group: E AT AR AF (Huawei Technologies Co., Ltd.) and its subsidiaries and branch companies

(collectively “Huawei Group”)
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Management Discussion and Analysis

Gross Profit

Gross profit of approximately RMB4.2 million was recorded for the year with gross profit margin of 16.6%, representing
a decrease of approximately 23.1% as comparing to gross profit margin of 21.6% in 2012. This unfavourable change
was attributable to not only the reduction in price level in sales of antenna and related products and service income, but
also the recognition of net allowance for inventories amounted to RMB0.9 million during the year, compared to reversal
of the recognition of net allowance of RMB1.5 million in 2012.

Other Revenue

Other revenue recognised for the year ended 31 December 2013 was approximately RMB11.4 million, representing
approximately 44.8% of other revenue in 2012. No revenue was recognised during the year in respect of gain on
disposal of intellectual property rights, rental income and bad debts recovery, compared to approximately RMB6.3
million, RMB0.8 million and RMB1.5 million respectively in 2012. Impairment loss on trade receivables, other receivables
and prepayments amounted to approximately RMB5.7 million, compared to approximately 7.7 million in 2012, was
reversed for the year as a result of recovery from impaired debts. Gain on debts restructuring in respect of wavier of
trade and other payables was accounted for approximately RMB3.3 million for the year, compared to approximately
RMB6.7 million in 2012, which further reduced the Group's controversial business obligations and liabilities.

Operating Costs and Expenses

Distribution costs for the year were approximately RMB1.6 million, representing a decrease of approximately RMB1.0
million or 38.0% comparing to the year 2012, due to significant decrease in volume of sales and services. Staff costs
were reduced by more than RMBO0.4 million under performance evaluation and incentive management approach
throughout the year together with the decrease in sales force.

The cost control strategy on operations was still effective that total administrative expenses were remained nearly
unchanged, representing an increase by approximately RMBO0.2 million or 2.0% comparing to the year 2012. Staff cost
of approximately RMB1.0 million and research and development costs of approximately RMB0.4 million were saved for
the year. In turn, approximately RMB1.2 million as commission for debts collection, approximately RMB1.3 million as
costs and penalties of litigation and approximately RMB1.3 million as fixed assets written off were incurred during the
year.

Approximately RMB1.4 million of finance costs were recognised during the year as approximately RMB44.2 million
interest-bearing bank borrowings were raised during the year for the operations, comparing to RMB0.2 million in 2012.

Impairment loss on trade receivables amounted to approximately RMB5.3 million was recognised during the year that
total impairment was more than 41.6% of total trade receivables as at 31 December 2013, which was greater than last
year as compared to approximately 37.7% as at 31 December 2012. In additions, accumulated impairment of other
receivables and prepayments increased from approximately 31.4% in 2012 to approximately 45.2% in 2013 after
further recognition of RMB2.6 million during the year although total other receivables and prepayments were decreased
from approximately RMB11.2 million at 31 December 2012 to approximately RMB10.0 million at 31 December 2013.

Because of termination of certain product lines of low profit margin, capitalised development costs under intangible
assets of approximately RMB2.9 million were regarded as impairment loss for the year.

Further operating loss attributable to an associate of approximately RMB5.8 million was recognised during the year in
according to equity interest held. Following disposal of 9.74% out of 15.38% equity interest in the associate, gain of
approximately RMB5.1 million was recognised for the remaining equity interest on fair value basis.

Deferred tax asset of approximately RMB2.7 million was derecognised for the year in respect of unused tax losses due
to the unpredictability of future profit streams.

Loss for the year

Consequently, loss attributable to shareholders of approximately RMB15.2 million was reported by the Group for the
year which represented a turnaround from profit of approximately RMB12.4 million in the year 2012.
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Management Discussion and Analysis

PROSPECTS

The Ministry of Industry and Information Technology of the PRC has officially distributed China’s 4G licenses at the
end of 2013. The three giant telecommunication operators of the PRC namely, China Mobile, China Telecom and
China Unicom, have all been awarded with the first batch of 4G licenses. While market demand has picked up, price
competition in the 4G antenna market has also evolved into a phase of more fiercely intense market competition with
substantial fall in product profitability.

To cope with these circumstances, the Group will reduce subsequent expenditure in 4G antenna market, and turn to
place more emphasis on communications-related services including network optimisation and network inspection and
maintenance, and focus on accumulation of technology and market development in the area of mobile communication
system module and related testing and tuning/adjusting businesses. The Group will strive to realise strategic product
transformation in 2014, expand the scope of development of the Group, and thereby enhance the operating
performance of the Group.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

During the year, the Group was mainly financed by cash from banking facilities and borrowings. As at 31 December
2013, the Group had bank borrowings of approximately RMB44.2 million and other borrowings advanced by the
related parties of the Group of approximately RMB43.1 million of which all were repayable on demand or within one
year. These borrowings were mainly used for the Group’s daily operations and to finance the export business.

During the year, all of the Group’s interest-bearing borrowings borne interest rate ranging from 2.5% to 7.8% per
annum. Majority of borrowings were denominated in RMB, those bank borrowings denominated in the United States
Dollars are amounted to approximately RMB24.2 million. Details of policy in respect of foreign currency risk are
disclosed in Note 6 to the consolidated financial statements, the Directors consider that exposure to foreign exchange
risk was minimal.

As at 31 December 2013, the Group's gearing ratio was 362.4% (2012: 36.5%), which is calculated based on total
interest-bearing borrowings of approximately RMB44.2 million over total shareholders’ funds of approximately
RMB12.2 million. Cash and cash equivalents decreased approximately from RMB4.8 million to RMB1.5 million. Most of
the Group’s pledged bank deposits were deposited with banks to secure bank facilities and the quality of the products
sold to certain customers and were denominated in RMB, which are directly related to the Group’s businesses in the
areas of the currencies concerned.

PURCHASES, SALE OR REDEMPTION OF SHARES
During the year ended 31 December 2013, neither the Company or any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities.

CHARGES ON GROUP ASSETS
As at 31 December 2013, the Group pledged bank deposits of approximately RMB25.1 million for bank facilities and
the qualify of products sold to customers.

CONTINGENT LIABILITIES

As at 31 December 2013, excepts for those disclosed in Note 39 to the consolidated financial statements, the Group
did not have any material contingent liabilities.
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Management Discussion and Analysis

FOREIGN EXCHANGE EXPOSURE

Since most of the transactions of the Group are denominated in RMB, the Group has not experienced any material
difficulties or effects on its operations or liquidity as a result of fluctuations in currency exchange rates during the year
under review. The Group did not enter into any material foreign exchange contracts, interest or currency swaps or other
financial activities.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2013, the Group had approximately 56 (2012: 93) full-time employees. Total staff costs for the
year 2013 amounted to approximately RMB4.5 million (2012: RMB6.9 million), including remuneration of the Directors
and members of the supervisory committee (the “Supervisors”). The Group reviews employee remuneration from time
to time and increases in remuneration are normally granted annually or by special adjustment depending on length
of service and performance when warranted. In addition to salaries, the Group provides employee benefits including
medical insurance and retirement benefits scheme. Bonuses are also available to employees of the Group at the
discretion of the Directors and depending upon the financial performance of the Group. The Group has not granted any
share options to the Directors and its employees.

SIGNIFICANT INVESTMENT HELD
Except for investment in subsidiaries and available-for-sale investment in unlisted equity security, the Group did not
hold any significant investment for the year ended 31 December 2013.

FUTURE PLANS FOR MATERIAL INVESTMENTS
As at 31 December 2013, the Group had no material capital expenditure contracted for but not provided in the financial
statements.

Save as disclosed herein the Group did not have other plans for material investment.

MATERIAL ACQUISITIONS AND DISPOSALS

Save as disclosed in the paragraph headed “Significant Investment Held” above, the Group did not have any other
material acquisitions and disposals of subsidiaries, associates and affiliated companies during the year ended 31
December 2013.

TOP FIVE SUPPLIERS AND CUSTOMERS
For the year ended 31 December 2013, sales to the top five customers and the largest customer accounted for
approximately 93.5% (2012: 89.8%) and 47.2% (2012: 39.5%) respectively of the Group’s revenue.

For the year ended 31 December 2013, purchases from the top five suppliers and the largest supplier accounted for
approximately 83.7% (2012: 71.3%) and 77.5% (2012: 52.5%) respectively of the Group’s total purchases.

During the year ended 31 December 2013, the Group sold to and purchased from Xi‘an Sunnada Haitian Antenna
Co., Ltd. ("Xi'an Sunnada”), previously an associate of the Group, amounting to RMB2.1 million (2012: nil) and
RMB1.5 million (2012: RMB21.4 million) respectively, which represented the fourth largest customer and the largest
supplier to the Group respectively. Except for Xi‘an Sunnada, each of the top five customers and the top five suppliers
is independent of and not connected with any of the Directors, chief executives or any shareholders of the Company
which, to the best knowledge of the Directors, own more than 5% of the Shares of the Company, or any of their
respective associates.
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Corporate Governance Report

COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE PRACTICES

The board of directors (the “Board”) of the Company is always committed to maintaining high standards of corporate
governance. In the opinion of the Board, the Company has complied with the code provisions as set out in the
Corporate Governance Code and Corporate Governance Report (the “Code”) contained in Appendix 15 of the GEM
Listing Rules throughout the financial year ended 31 December 2013.

THE BOARD OF DIRECTORS

Composition and function

The composition of the Board reflects the necessary balance of skills and experience desirable for effective leadership
of the Company and independence in decision making. Pursuant to the Code, the Board adopted a board diversity
policy (the “Board Diversity Policy”). The Company recognises and embraces the benefits of diversity of Board members.
While all Board appointments will continue to be made on a merit basis, the Company will ensure that the Board has a
balance of skills, experience and diversity of perspectives appropriate to the needs of the Company’s business. Selection
of candidates will be based on a range of diversity perspectives, including but not limited to gender, age, cultural and
educational background, experience (professional or otherwise), skills and knowledge.

As at 31 December 2013, the Board comprised nine Directors including Mr. Xiao Bing (chairman) and Mr. Zuo Hong as
executive Directors, Mr. Sun Wenguo (vice-chairman), Mr. Li Wengi, Mr. Yan Feng and Mr. Xie Yigun (vice-chairman) as
non-executive Directors and Mr. Zhang Jun, Mr. Chen Ji and Mr. Qiang Wenyu as independent non-executive directors.
Biographies of the Directors are set out in the paragraph headed “Directors, Supervisors and Senior Management” of
this annual report.

Members of the Board comprise experts from diverse business and professional backgrounds who have served relevant
PRC government organisations, listed companies, multinational or other organisations. All of the members of the Board
have many years of experience in investment, business operation, financial management and corporate administration.
The current composition of the Board is considered to be a reasonable balance between executive and non-executive
Directors, and be able to provide adequate checks for safeguarding the interests of shareholders of the Company.

The Board is responsible for overseeing the preparation of accounts of each financial period, which shall give a true
and fair view of the state of affairs of the Group and of the results and cash flows for that period. It is also responsible
for formulating the Group’s long-term strategy and supervising the management to ensure thorough implementation
of the Group's policies and effective performance of their duties. Also, the Board is responsible for performing the
corporate governance duties set out in the Code which included developing and reviewing the Company’s policies and
practices on corporate governance, training and continuous professional development of the Directors, and reviewing
the Company’s compliance with the code provision in the Code and disclosures in this report. During the financial year
ended 31 December 2013, the Board has performed the corporate governance duties set out in the Code.

Delegation by the Board

The management, consisting of executive Directors along with other senior executives, is delegated with responsibilities
for implementing the strategy and direction as adopted by the Board from time to time and conducting the day-to-day
operations of the Group. Executive Directors and senior executives meet regularly to review the performance of the
businesses of the Group as a whole, co-ordinate overall resources and make financial and operational decisions. The
Board also gives clear directions as to their powers of management including circumstances where management should
report back, and will review the delegation arrangements on a periodic basis to ensure that they remain appropriate to
the needs of the Group.
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Corporate Governance Report

The Board members have no financial, business, family or other material/relevant relationships with each other.

All non-executive Directors are engaged by a service contract for a fixed term for not more than 3 years. All Directors
appointed to fill a casual vacancy are subject to re-election by shareholders at the first annual general meeting following
their appointment and all Directors are subject to re-appointment or re-election at least once every three years.
Composition of the Board, by category of Directors, including names of the Chairman, executive Directors, independent
non-executive Directors and non-executive Directors, has been disclosed in all corporate communications.

The Separate Roles of Chairman and Chief Executive Officer

For the financial year ended 31 December 2013, the Company did not have a chief executive officer. The day-to-day
management of the Group’s business was handled by the executive Directors of the Company collectively. The Board
believes that the present arrangement is adequate to ensure an effective management and control of the Group’s
present business operations. The Board continually reviews the effectiveness of the Group’s corporate governance
structure to assess whether any changes, including the appointment of a chief executive officer, are necessary.

Board meetings and attendance

The Board meets at least quarterly and additional Board meetings are held as and when required. Between scheduled
meetings, the Directors are provided with information on the activities and development in the businesses of the Group
in a timely manner to keep them abreast of the Group’s latest developments. During the financial year ended 31
December 2013, the Board held 7 meetings.

Details of Directors’ attendance records in 2013:
Number of Number of

board meeting general meeting
attended/Total attended/Total

Executive Directors
Mr. Xiao Bing 717 11
Mr. Zuo Hong 717 171

Non-Executive Directors

Mr. Sun Wenguo 717 171
Mr. Li Wengi 6/7 11
Mr. Yan Feng 5/7 0/1
Mr. Xie Yiqun 6/7 11

Independent Non-Executive Directors

Professor Gong Shuxi (retired on 28 June 2013) 1/2 01
Mr. Zhang Jun (appointed on 28 June 2013) 3/5 0/0
Mr. Chen Ji 5/7 171
Mr. Qiang Wenyu 2/7 0/1

Xi‘an Haitian Antenna Technologies Co., Ltd. ~ Annual Report 2013 11



Corporate Governance Report

CONTINUOUS PROFESSIONAL DEVELOPMENT

All Directors are encouraged to participate in continuous professional development to develop and refresh their
knowledge and skills. A summary of training received by the Directors during the financial year ended 2013 according
to the records provided by the Directors is as follows:

Training on

corporate governance,
regulatory development
and other relevant topics

Executive Directors

Mr. Xiao Bing v
Mr. Zuo Hong v
Non-Executive Directors

Mr. Sun Wenguo v
Mr. Li Wenqi v
Mr. Yan Feng v
Mr. Xie Yiqun v
Independent Non-Executive Directors

Professor Gong Shuxi (retired on 28 June 2013) v
Mr. Zhang Jun (appointed on 28 June 2013) v
Mr. Chen Ji v
Mr. Qiang Wenyu v

DIRECTORS’ SECURITIES TRANSACTIONS

The Company adopted a code of conduct regarding securities transactions by Directors on terms which are the same
as the required standard of dealings as referred to in Rules 5.48 to 5.67 of the GEM Listing Rules. The Company has
made specific enquiries of all the Directors and the Company was not aware of any non-compliance with the required
standard of dealings and the code of conduct regarding securities transactions by the Directors.

INDEPENDENCE
The Company has received from each independent non-executive Director an annual confirmation of his independence
pursuant to Rule 5.09 of the GEM Listing Rules. The Company considers all the independent non-executive Directors to
be independent.

REMUNERATION COMMITTEE

The Remuneration Committee was established in December 2005 and consists of three members, majority of which
being independent non-executive Directors. Currently, the Chairman of the committee is Mr. Qiang Wenyu, an
independent non-executive Director, and other members include Mr. Sun Wenguo and Mr. Chen Ji.

The Remuneration Committee is responsible, among others, to make recommendations to the Board on the Company’s
policy and structure for all remuneration of directors and senior management and on the establishment of a formal and
transparent procedure for developing policy on such remuneration. The Remuneration Committee has the delegated
responsibility to determine the specific remuneration packages of all executive Directors and senior management.
Remuneration includes benefits in kind, pension rights and compensation payments, basic salary and performance
bonus, of the executive Directors and senior management is based on skills, knowledge, involvement and performance
of the individuals by reference to the Company’s performance and profitability, as well as industry practice. The
committee ensures that no Director is involved in deciding his own remuneration.
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Corporate Governance Report

The specific terms of reference of the Remuneration Committee is posted on the Company’s website.

The Remuneration Committee held 7 meetings in 2013 and was attended by committee members. The individual
attendance record of each member is as follows:

Number of meeting

attended/Total
Non-Executive Director
Mr. Sun Wenguo 717
Independent Non-Executive Directors
Mr. Chen Ji 5/7
Mr. Qiang Wenyu 2/7

During the financial year ended 2013, the Remuneration Committee has, amongst other things, reviewed the
remuneration of executive Directors, assessed performance of executive Directors and approved the terms of executive
Directors’ service contracts.

NOMINATION COMMITTEE

The Nomination Committee was established in December 2005 and consists of three members, majority of which being
independent non-executive Directors. Currently, the chairman of the committee is Mr. Zhang Jun, an independent non-
executive Director, and other members include Mr. Qiang Wenyu and Mr. Xie Yiqun.

The Nomination Committee is responsible for formulating nomination policy, reviewing the structure, size and
composition of the Board on a regular basis, implementing Board Diversity Policy and making recommendations to the
Board on selection and appointment of Board members. The specific terms of reference of the Nomination Committee
is posted on the Company’s website.

The Nomination Committee held 6 meetings in 2013 and was attended by committee members for the selection and
recommendation of candidates for directorship having regard to the relevance of skills and experience appropriate to

the Group’s business. The individual attendance record of each member is as follows:

Number of meeting

attended/Total
Non-Executive Director
Mr. Xie Yiqun 6/6
Independent Non-Executive Directors
Professor Gong Shuxi (retired on 28 June 2013) 1/2
Mr. Zhang Jun (appointed on 28 June 2013) 3/4
Mr. Qiang Wenyu 2/6

During the financial year ended 2013, the Nomination Committee has, amongst other things, determined the policy for
the nomination of directors and adopted the nomination procedures and the process and criteria under Board Diversity
Policy to select and recommend candidates for directorship during the year.
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AUDIT COMMITTEE

The Company established an Audit Committee with written terms of reference in compliance with Rules 5.28 of the
GEM Listing Rules in April 2003. The Audit Committee is currently chaired by, an independent non-executive Director,
Mr. Chen Ji and the other members are Mr. Zhang Jun and Mr. Li Wengqi, with the majority being independent non-
executive Directors.

The Audit Committee is responsible for reviewing accounting policies and practices adopted by the Group. It also
reviews and discusses matters related to financial reporting, internal control, audit and performs other duties as
assigned by the Board, and reports its work, findings and recommendations to the Board after each meeting in respect
of the above matters as well as to the operating risks faced by the Group. The Audit Committee has reviewed the
audited financial results of the Group for the year ended 31 December 2013.

The terms of reference of the Audit Committee is published on the Company’s website.

The Audit Committee held 7 meetings in 2013 discussing the Group’s annual results for 2012, quarterly results for
2013, and reviewing internal control matters. The individual attendance record of each member is as follows:

Number of meetings

attended/Total
Non-Executive Director
Mr. Li Wenqi 6/7
Independent Non-Executive Directors
Professor Gong Shuxi (retired on 28 June 2013) 1/2
Mr. Zhang Jun (appointed on 28 June 2013) 3/5
Mr. Chen Ji 5/7

During the financial year ended 2013, the Audit Committee has, amongst other things, reviewed the quarterly, half-
yearly and annual results of the Company and reviewed internal control matters of the Company.

The Company has complied with Rules 5.28 of the GEM Listing Rules in that at least one of the members of the Audit
Committee (which must comprise a minimum of three members and must be chaired by an independent non-executive
Director) is an independent non-executive Director who possesses appropriate professional qualifications or accounting
related financial management expertise.

AUDITOR’S REMUNERATION
During 2013, the fees paid and payable to external auditor for audit services and other services amounted to
RMB440,000 and RMB157,000 respectively.

INTERNAL CONTROL

The Board has overall responsibility for the Group’s systems of internal control and for reviewing its effectiveness. The
Board will conduct regular review on internal control systems of the Group. During the year under review, the Board
has reviewed the operational and financial reports, budgets and business plans provided by management. Besides, the
Audit Committee and the Board also performed quarter review on the Group’s performance and internal control system
in order to ensure effective measures are in place to protect material assets and identify business risks of the Group.

COMPANY SECRETARY

The Company has appointed Mr. Lun Ka Chun as its Company Secretary and is responsible for all the secretarial service.
Mr. Lun has confirmed that for the year under review, he has taken no less than 15 hours of relevant professional
training.
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SHAREHOLDERS' RIGHTS

Extraordinary general meeting may be convened by the Board on written requisition of shareholders holding 10%
(including 10%) or more of the Company’s issued and outstanding shares carrying voting rights pursuant to Article 64
of the articles of association of the Company. According to Article 66 of the articles of association of the Company,
when the Company convenes an annual general meeting, shareholders holding 5% (including 5%) or more of the total
voting shares of the Company, are entitled to propose new motions in writing to the Company and the Company shall
place such motions on the agenda for such meeting if they are matters falling with the scope of duties of the general
meeting. Shareholders may propose new motions at general meeting of the Company by sending the same to the
Company at the registered office and principal place of business in the People’s Republic of China of the Company and
the principal place of business in Hong Kong of the Company.

For putting forward any enquiries to the Board, shareholders may send written enquiries to the Company. Shareholders
may send their enquiries or requests in respect of their rights to the principal place of business in Hong Kong of the
Company.

INVESTOR RELATIONS AND COMMUNICATION WITH SHAREHOLDERS

The Company follows a policy of disclosing relevant information to shareholders in a timely manner. Members of
the Board meet and communicate with shareholders at the annual general meeting of the Company. The Chairman
proposes separate resolutions for each issue to be considered and put each proposed resolution to the vote by way of
a poll. Voting results are posted on the Company’s website on day of the annual general meeting.

Our corporate websites which contain corporate information, interim and annual reports, announcements and circulars
issued by the Company enables the Company’s shareholders to have timely and updated information of the Company.

Except for the amendments for the composition of the Board and the supervisory committee which were approved by a

special resolution at the annual general meeting held on 28 June 2013, there is no significant change in the Company’s
articles of association during the financial year ended 2013.
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DIRECTORS

Executive Directors

Mr. Xiao Bing (B &5 4), aged 48, he is a son of Professor Xiao Liangyong, the founder of the Company. Mr. Xiao
studied in the college of continuous education of Xidian University* (F8% & T &I KX E2). He worked in Xi‘an General
Factory of Oil Instruments* (78 %Al BN EZ 22 42/%) from 1988 to 1991 and was the deputy general manager of Xi'an
Haitian Communications Equipment Company Limited* (FAZ /8 XBEREER A F]) from 1999 to 2000. He joined
the Group as an executive Director and first assumed the post of the president of the Company since October 2000.
Mr. Xiao Bing was the chairman of the Board from August 2004 to November 2007.

Mr. Zuo Hong (£ =5t 4), aged 50, graduated from Xidian University* (Fi% & TR AE) and obtained the
qualification of Senior Engineer in 2005. He had been the instructor of Armed Police Force of Xi'an. He took the
position of trainer and chief technical director of engineering and technology department in Xi‘an Huiliaing Electronic
Technologies Co., Ltd.* (FAZZEREFEHEEBERAR]) in 1995 and 1997 respectively. Since September 1999, he had
been the chairman and general manager of Xi‘an Tianditong Communication Development Co., Ltd.* (F % Kb @R
ZERABMRAF]). Mr. Zuo was appointed as the general manager of Xi’an Haitian Communication System Engineering
Co., ltd.* (AL BRBIERHEIIZEGR A7), a subsidiary of the Company, in July 2006. In December 2006, he served
as assistant to the chief executive director of Xi'an Hi-tech Communication Equipment Co., Ltd.* (% /8RB AR
BBR A7), a subsidiary of the Company, since December 2006 and the head of the sales and marketing department of
the Company since 2007.

Non-executive Directors

Mr. Sun Wenguo (2355 4), aged 38, graduated from the Department of International Finance of Xi‘an Financial and
Economic Institute* (BRPE I 4FE36T) in 1998 with a bachelor degree. Mr. Sun previously worked in international section
of Industrial and Commercial Bank of China, Dalian Branch and Xi‘an Gaoxin Hospital Co., Ltd.* (AZ & ERAR A
R]). Currently, he holds the positions of the head of investment department and chairman of the supervisory committee
of Xi‘an Kaiyuan Investment Group Co., Ltd.* (AZRATHE LB RHERAF]) and he is also the supervisor of Xi'an
Kaiyuan Shopping Mall Co., Ltd.* (FAZ R AR A F)). Xi'an Kaiyuan Investment Group Co., Ltd.* is a shareholder
of the Company interested in approximately 15.45% of the issued share capital of the Company.

Mr. Li Wengi (X% 4E), aged 48, graduated from Shaanxi College of Finance and Economics* (PRFEEF AL E3B7, now
known as Xi‘an Jiaotong University* (F8% 223 A22)). He worked for Shaanxi Silk Import & Export Corporation* (BRF
#4#E L O A R)) as the deputy chief and manager of planning and finance department from October 1987 to April
1994 and from April 1994 to October 1997 respectively and the assistant to general manager and manager of planning
and finance department from October 1997 to May 2001. He is an accountant and the chief accountant and manager
of planning and finance department of Shaanxi Silk Import & Export Corporation® since May 2001. He joined the
Company as a non-executive Director since October 2000.

Mr. Yan Feng (B8%%%4), aged 40, obtained Master of Economics from Nankai University* (R A£2) in 1998.
Mr. Yan Feng worked for Beijing Municipal Public Bureau Education Center* (At R AR B E ) from July 1998
to February 2000. Mr. Yan served as supervisor of business management department, deputy manager of business
management department and supervisor of marketing services department of Beijing Gas Group Co., Ltd.* (At =T IA
REBEBRE(LAF) from February 2000 to January 2005. He joined Beijing Enterprises Group Company Limited* (1t
R EEBPRAF]) as senior manager of strategic development department since January 2005 and became deputy
manager until June 2010. From June 2010, Mr. Yan assumed manager of investment and development department of
Jingtai Group* (RZ&=£E).
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Mr. Xie Yiqun (BR258¥5L4), aged 55. He was graduated from Northwest University of Politics & Law* (P4t B% £67)
in 1985 and worked in Xi’an Municipal Bureau of Finance* (Fa% 8/ BU®) until 1988. Since August 1988, Mr. Xie joined
Chang’an International Trust Co., Ltd.* (R ZBIFR{E5EA% 70 BR 2 F]). He was appointed as Internal Assistant Manager
in 2000 and served as Asset Management Assistant General Manager in 2003. Chang’an International Trust Co., Ltd.*
is a shareholder of the Company interested in approximately 10.84% of the issued share capital of the Company.

Independent non-executive Directors

Mr. Zhang Jun (R #5958 4), aged 45, worked for Northwest Electrical Authority* (FE1EE &2 @) after graduation from
Nanjing University of Science and Technology* (FIRIE T KZ) in 1990. In 1993, he served as regional sales director and
Beijing chief representative of United States Harris Communications Equipment (Shenzhen) Co., Ltd.* (ZEBIM EHT ()%
)RR EIID B IR AT). Mr. Zhang joined Beijing Dijie Communication Equipment Co., Ltd.* (At Tt RIERES
[R 2 A]) as marketing director, general manager of overseas operations and vice president. Since 2011, Mr. Zhang was
managing director of Shenzhen Arrow Advanced Technology Co., Ltd.* (FIIE LSRR ER A F).

Mr. Chen Ji (BR# %t 4), aged 38, obtained Bachelor of Economics and Master of Business Administration from Shanghai
University of Finance and Economics* (L8B4 K2) in 1997 and 2003 respectively, and Master of Laws from Fudan
University* (fE B KX2) in 2009. Mr. Chen has sufficient experience in finance, internal control and management.
Mr. Chen Ji worked for Air China Limited Shanghai Branch Office* (BB M2 (7B R AT _EEEM) as office
supervisor from July 1997 to August 2001. Mr. Chen served as senior manager and partner of finance department of
Xin Zhuo (China) Consulting Co., Ltd.* ((F8 (F ) EHHB R A A& EEE) from December 2003 to January 2006. In
February 2006, he joined Shanghai Hui Da Feng Law Firm* ()& [ L2 M E5FT) as paralegal and became lawyer
and partner during the period until October 2010. In October 2010, Mr. Chen established Shanghai Henglu Alliance
Lawyers (Group) Firm* (/81828 B 26 (5£E) E7FT) and have since assumed the office of founding partner.

Mr. Qiang Wenyu (583 8P 55 4), aged 40, graduated from the School of Management and Economics of Beijing Institute
of Technology* (At FI2 T K& in 1994 and joined the service of China North Industries Corporation* (FEit 75 TR
R])in 1995. In 1998, he served as general manager of NIC Sports Inc. In 2003, Mr. Qiang assumed office as the deputy
general manager of Silver City International (Holdings) Limited and the general manager of Throne Star International
Limited. Mr. Qiang is a non-executive director of Raymond Industrial Ltd., a company listed on the main board of the
Stock Exchange. He was elected as an independent non-executive Director since December 2005.

SUPERVISORS

Ms. Huang Jing (E#5% 1), aged 29, obtained Bachelor of Laws from Zhejiang Sci-Tech University* (/138 T K£2) in
2006. Ms. Huang worked for Shanghai Florin Investment Management Co., Ltd.* ( b/ 25 EEB AR A7) as senior
manager of legal department from December 2006 to March 2008. In March 2008, she joined Shanghai Hui Da Feng
Law Firm* (/g IEZLEZEMERAT as paralegal and trainee solicitor and became lawyer. Ms. Huang was securities
affairs representative of Shanghai Chenghai Enterprise Development Co.,Ltd.* (/& E G EZEERMDER A7) since
May 2011.

Mr. Bai Fubo (B1A)E L 4), aged 56, possesses the qualification of engineer. In 1981 to 1985, he served consecutively
as office secretary and deputy office supervisor of Xi‘an Sewing Machine Factory* (78 % 4& ) # ). In October 1985 to
February 1994, he served as deputy supervisor of technology department of Xi'an First Bureau of the Light Industry*
(FAZME—ETER). Since March 1994, he worked in Chang’an International Trust Co., Ltd.* (RZBE(ZERHD
BBR7AA]) and served consecutively as office secretary, deputy supervisor of sales department and manager of trust
department. Mr. Bai currently serves as deputy general manager of sales department of Chang’an International Trust
Co., Ltd.*. Chang’an International Trust Co., Ltd.* is a shareholder of the Company interested in approximately
10.84% of the issued share capital of the Company.
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Mr. Xu Hao (#8445 4), aged 42, graduated from Shaanxi Financial Technological College* (BR7 84 B B RIEEAL) with
a major in finance and possesses the qualification of accountant. In 1994 to 2000, he worked in the finance division
of Xi'an State-owned Tractor Factory* (Bl& A R #EER). In January 2001 to September 2003, he served as
finance supervisor of Xi'an Tianhao Plastic Steel Product Limited Liability Company* (FZ A F B &R A R & TR 7).
In October 2003 to February 2005, he served as project manager of Xi’an Pengguang Tax Agent & Bureau Co., Ltd.* (78
ZRE BRI S T A IR & 2 7). Since March 2005, Mr. Xu has worked in the finance department of the Company.

SENIOR MANAGEMENT

Mr. Wang Yun (EEZ 5L 4), aged 33, graduated from School of Economics and Management of Northwest University*
(Fadt K E) majoring in investment and economics in 2002, and obtained a minor diploma from Northwest University*
in e-commerce in the same year. In 2009, he obtained a master’s degree in engineering in project management from
Northwestern Polytechnical University. Since joining the Group in September 2002, he has served in the Securities
Department, Finance Department and Administration Department as project manager as well as deputy director and
director of the Administration Department. Since 2011, he served as secretary to the Board and administrative officer
of the Group.

COMPANY SECRETARY

Mr. Lun Ka Chun (faZX 8%t 4), graduated from the Bachelor of Business Administration in the Chinese University
of Hong Kong with membership of the Hong Kong Institute of Certified Public Accountants and the Association of
Chartered Certified Accountants. Mr. Lun had worked in the practice of certified public accountants over 14 years in
the field of auditing, taxation and company secretarial role.
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Report of the Supervisory Committee

To the Shareholders,

During the year ended 31 December 2013, the supervisory committee of the Company (the “Supervisory Committee”)
thoroughly performed its duties faithfully in accordance with the provisions of the Company Laws of the PRC, GEM
Listing Rules and the articles of association (the “Articles”) of the Company. Adhering to the principles of safeguarding
interests of the Shareholders and benefits of the staff of the Company, the Supervisors attended Board meetings,
acquiring first-hand information of the Board’'s decision on marking important issues and effectively monitoring the
Board and senior management of the Company in performing their duties, and providing reasonable recommendation
and advice on the operations and development plans of the Company.

The Supervisory Committee considers that:

1. The Company’s operation for the year 2013 complied with the relevant laws and regulations of the state and
local governments of the PRC and the Articles;

2. The Directors and managers of the Company performed their duties in strict compliance of the relevant rules and
regulations for the development of the Company. They carried out their work diligently without violating any
laws and regulations or the Articles and had not conducted any activities which were against the interests of the

Company;

3. The connected transactions of the Company, which have fully complied with the relevant provisions of the GEM
Listing Rules, were fair and reasonable. We have not discovered any act that prejudiced the interests of the
Company;

4. The Supervisory Committee’s role in monitoring the management was strengthened by attending Board

meetings, participating in the decision-making process of the management and reviewing regularly the
Company'’s financial statements and accounts. The Supervisors believe that the financial management of
the Company was performed in strict accordance with the relevant accounting principles, that the financial
statements and accounts were prepared timely and properly and that no improper disclosures were identified;
and

5. The Supervisory Committee has verified the financial information such as the financial and performance
reports and was satisfied with the report of the Board, the audited financial statements to be submitted to the
forthcoming annual general meeting by the Board of Directors. We are of the opinion that the audited financial
statements for the year ended 31 December 2013 have reflected truly and fairly the conditions of the operating
results and the assets of the Company and of the Group.

The Supervisory Committee would like to extend its appreciation to all the shareholders of the Company, the Directors
and members of staff for their strong support to the Supervisory Committee’s work.

On behalf of the Supervisory Committee
Mr. Xu Hao
Chairman

Xi'an, the PRC
25 March 2014
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The Directors have pleasure in presenting their report for the year ended 31 December 2013.

PRINCIPAL ACTIVITIES
The Group is principally engaged in research and development, manufacture and sale of base station antennas and
related products.

The principal activities of its subsidiaries are set out in Note 38 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2013 are set out in the consolidated statement of profit or
loss and other comprehensive income on page 29 of this annual report.

The Directors do not recommend the payment of any final dividend for the year ended 31 December 2013.

DISTRIBUTABLE RESERVES

In accordance with the Articles of Association of the Company, the reserve available for distribution is the lower of
amount determined under accounting principles generally accepted in the PRC and the amount determined under the
principles generally accepted in Hong Kong. Based on the financial statements of the Company prepared in accordance
with the relevant accounting principles and financial regulations applicable to companies established in the PRC, the
Company does not have any reserves available for distribution to its equity holders as at 31 December 2013.

FINANCIAL SUMMARY
A summary of the results of the Group for each of the five years ended 31 December 2013 is set out on page 86 of this
annual report.

PROPERTY, PLANT AND EQUIPMENT
During the year, the Group spent approximately RMBO.1 million on plant and equipment to expand and upgrade its

production capacity.

Details of these and other movements during the year in the property, plant and equipment of the Group are set out in
note 15 to the consolidated financial statements.
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DIRECTORS AND SUPERVISORS
The Directors and Supervisors during the year and up to the date of this report were:

Executive directors:
Mr. Xiao Bing (Chairman)
Mr. Zuo Hong

Non-executive directors:

Mr. Sun Wenguo (Vice-chairman)
Mr. Li Wenqi

Mr. Yan Feng

Mr. Xie Yiqun (Vice-chairman)

Independent non-executive directors:
Professor Gong Shuxi (retired on 28 June 2013)
Mr. Zhang Jun (appointed on 28 June 2013)
Mr. Chen Ji

Mr. Qiang Wenyu

Supervisors:

Mr. Liu Yonggiang (retired on 28 June 2013)
Professor Shi Ping (retired on 28 June 2013)

Ms. Huang Jing (appointed on 28 June 2013)
Mr. Bai Fubo

Ms. Chen Hua (retired on 28 June 2013)

Mr. Xu Hao

1. Directors’ and Supervisors’ Service Contracts
Each of the Directors and the Supervisors has entered into a service contract with the Company for a term valid
until 28 June 2016 subject to renewal upon approval by the Shareholders for one or more consecutive terms of
three years.

In accordance with the provisions of the Articles of Association, the term of office of the Directors shall be three
years commencing from the date of appointment or re-election and renewable upon re-appointment or re-
election. In accordance with the provisions of the PRC Company Law, the term of office of the Supervisors shall
also be three years and renewable upon re-appointment or re-election.

Other than as disclosed above, none of the Directors and Supervisors has a service contract with the Company
which is not determinable by the Company within one year without payment of compensation, other than
statutory compensation.

2. Independent non-executive Directors
The Board confirmed that the Company received from each of the independent non-executive Directors an
annual confirmation of his independence pursuant to Rule 5.09 of the GEM Listing Rules. The Company
considered that the independent non-executive Directors to be independent.
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DIRECTORS’, SUPERVISORS' AND CHIEF EXECUTIVES’' INTERESTS AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND THE ASSOCIATED CORPORATIONS

As at 31 December 2013, the interests and short positions of the Directors, Supervisors (as if the requirements
applicable to the Directors under the Securities and Futures Ordinance (“SFO") (Chapter 571 of the Laws of Hong Kong)
had applied to the Supervisors) and chief executives of the Company, including their respective associates, in the shares
(the “Shares”), underlying shares and debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO), as recorded in the register required to be kept by the Company pursuant to section 352
of the SFO, or as otherwise required, pursuant to Rule 5.46 of the GEM Listing Rules, to be notified to the Company
and the Stock Exchange were as follows:

Long positions in domestic shares of the Company (the “Domestic Shares")

Approximate Approximate

Number of percentage in percentage in

Domestic Shares  the total issued  the total issued

heldin Domestic Shares share capital

Name of Director Type of interest Capacity the Company of the Company of the Company

Mr. Xiao Bing Personal Held by controlled 180,000,000 37.09% 27.82%
(BE%H) corporation (Note 1)

Mr. Zuo Hong Personal Held by controlled 75,064,706 15.47% 11.60%
(ERTEHE) corporation (Note 2)

Long positions in H shares of the Company (the “H Shares")

Approximate Approximate

Number of percentage in percentage in

H Shares  the total issued  the total issued

held in H Shares share capital

Name of Director Type of interest Capacity the Company of the Company of the Company

Mr. Zhang Jun Personal Beneficial owner 400,000 0.25% 0.06%

(RBEXLE)

Notes:

1. The Domestic Shares were held by Xi'an Tian An Investment Co., Ltd.* (FAZ XZ KR E AR A F]) ("Tian An Investment”), which

is beneficially owned as to 60% by Mr. Xiao Bing and 40% by Ms. Yao Wenli. By virtue of the SFO, Mr. Xiao Bing was deemed
to be interested in the same 180,000,000 Domestic Shares held by Tian An Investment.

2. The Domestic Shares were held by Shenzhen Huitai Investment Development Co., Ltd.* (FIITIERREERGRE A A)

("Shenzhen Huitai”), which is beneficially owned by Mr. Zuo Hong and Ms. Yi Li in equal share. By virtue of the SFO, each of
Mr. Zuo Hong and Ms. Yi Li was deemed to be interested in the same 75,064,706 Domestic Shares held by Shenzhen Huitai.
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Other than as disclosed above, none of the Directors, Supervisors and chief executive of the Company nor their
respective associates had any interests or short positions in any Shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFO) as at 31 December 2013
as recorded in the register required to be kept by the Company pursuant to section 352 of the SFO, or as otherwise
required, pursuant to Rule 5.46 of the GEM Listing Rules, to be notified to the Company and the Stock Exchange.

DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVES’ RIGHTS TO ACQUIRE H SHARES OF THE COMPANY

As at 31 December 2013, so far as is known to the Directors, Supervisors and chief executives of the Company, none
of the Directors, Supervisors or chief executives of the Company or any of their respective associates including spouses
and children under 18 years of age had any interest in, or has been granted, or exercised, any rights to subscribe for
H Shares (or warrants or debentures, if applicable) or to acquire H Shares.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS AND SHORT POSITIONS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY

As at 31 December 2013, the following persons or entities (other than the Directors, Supervisors and chief executives
of the Company) had interests or short positions in the Shares or underlying shares of the Company as recorded in the
register required to be kept by the Company under section 336 of the SFO:

(A) Substantial shareholders of the Company
Long positions in Domestic Shares of the Company

Approximate Approximate
Number of percentage in percentage in
Domestic Shares the total issued  the total issued

Name of Type of held in Domestic Shares share capital
substantial shareholder interest (€] E1d14Y the Company of the Company of the Company

Tian An Investment Corporate  Beneficial owner 180,000,000 37.09% 27.82%
(Note 1)

Professor Xiao Liangyong Personal Parties acting in 180,000,000 37.09% 27.82%
(B RBHIR) concert (Note 1)

Ms. Yao Wenli Personal Held by controlled 180,000,000 37.09% 27.82%
(B3 il 2z 1) corporation (Note 1)

Xi'an Kaiyuan Investment Corporate Beneficial owner 100,000,000 20.61% 15.45%

Group Co., Ltd.*
(AXFATEESERD

BRAF)
Shenzhen Huitai Corporate Beneficial owner 75,064,706 15.47% 11.60%
(Note 2)
Ms. Yi Li Personal Held by controlled 75,064,706 15.47% 11.60%
(HBRTL) corporation (Note 2)
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Approximate Approximate
Number of percentage in percentage in
Domestic Shares the total issued the total issued

Name of Type of held in Domestic Shares share capital
substantial shareholder interest Capacity the Company of the Company of the Company

Chang'an International Corporate Beneficial owner 70,151,471 14.46% 10.84%
Trust Co., Ltd.* (Note 3)
(RZBREFEROBRAR)

Xi'an Finance Bureau* Corporate Held by controlled 70,151,471 14.46% 10.84%
(BEmEBB) corporation (Note 3)

Shanghai Zendai Investment Corporate  Held by controlled 70,151,471 14.46% 10.84%
Management Co., Ltd.* corporation (Note 3)

(EBERKRBEEEBRRAA)

Notes:

1. The Domestic Shares were held by Tian An Investment, which is beneficially owned as to 60% by Mr. Xiao Bing and
40% by Ms. Yao Wenli. Professor Xiao Liangyong is the father of and a person acting in concert with Mr. Xiao Bing.
By virtue of the SFO, each of Professor Xiao Liangyong and Ms. Yao Wenli was deemed to be interested in the same
180,000,000 Domestic Shares held by Tian An Investment.

2. The Domestic Shares were held by Shenzhen Huitai, which is beneficially owned by Mr. Zuo Hong and Ms. Yi Li in equal
share. By virtue of the SFO, each of Mr. Zuo Hong and Ms. Yi Li was deemed to be interested in the same 75,064,706
Domestic Shares held by Shenzhen Huitai.

3. The Domestic Shares were held by Chang’an International Trust Co., Ltd.* (“CITC"). By virtue of the SFO, Xi'an Finance

Bureau* and Shanghai Zendai Investment Management Co., Ltd.*, which respectively holds more than one third of
voting rights of CITC, were deemed to be interested in the same 70,151,471 Domestic Shares held by CITC.
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(B)

Other persons who are required to disclose their interests pursuant to Divisions 2 and 3 of Part XV of

the SFO
Long positions in Domestic Shares of the Company

Number of

Domestic Shares

Name of Type of held in

substantial shareholder interest Capacity the Company

Beijing Holdings Investment Corporate Beneficial owner 54,077,941

Management Co., Ltd.* (Note 1)
(ERRRREERTL)

Beijing Holdings (Group) Limited*  Corporate Held by controlled 54,077,941

(RREX(ER)BRLA) corporation (Note 1)

Long positions in H Shares of the Company

Approximate
percentage in
the total issued

Domestic Shares
of the Company

11.14%

11.14%

Approximate

Approximate
percentage in
the total issued
share capital

of the Company

8.36%

8.36%

Approximate

Number of percentage in percentage in
H Shares  the total issued  the total issued
Name of Type of held in H Shares share capital
substantial shareholder interest Capacity the Company  of the Company  of the Company
Taicom Capital Ltd. Corporate Investment manager 13,004,000 8.04% 2.01%
(Note 2)
Carlson Fund Equity Asian Corporate Investment manager 10,520,000 6.50% 1.63%
Small Cap (Note 2)
Ms. Song Ying Personal Beneficial owner 8,800,000 5.44% 1.36%
(Note 2)
Notes:
1. The Domestic Shares were held by Beijing Holdings Investment Management Co., Ltd.* (“Beijing Holdings"). By virtue

of the SFO, Beijing Holdings (Group) Limited*, which holds more than one third of voting rights of Beijing Holdings,
was deemed to be interested in the same 54,077,941 Domestic Shares held by Beijing Holdings.

2. The details of these shareholders of the Company were based on information as set out in the website of the Stock
Exchange. The Company has not been notified by the relevant shareholders and has not received any Corporate

Substantial Shareholder Notice from the relevant shareholders.

Save as disclosed above, as at 31 December 2013, the Directors, Supervisors and chief executives of the
Company were not aware of any person (other than the Directors, Supervisors and chief executives of the
Company) who had an interest or a short position in the Shares or underlying shares of the Company as recorded
in the register required to be kept by the Company under section 336 of the SFO.
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ARRANGEMENTS TO PURCHASE SHARES

At no time during the year was the Company, or any of its subsidiaries, a party to any arrangements to enable the
Directors and Supervisors to acquire benefits by means of the acquisition of Shares in the Company or any other body
corporate, and neither the Directors nor Supervisors, nor chief executives of the Company, nor any of their spouses or
children under the age of 18, had any right to subscribe for the securities of the Company, or had exercised any such
right.

CONNECTED TRANSACTION
During the year, the Company has not undertaken and/or approved any significant and discloseable connected
transactions with any connected persons (as defined under the GEM Listing Rules).

DIRECTORS’ AND SUPERVISORS’ INTEREST IN CONTRACTS OF SIGNIFICANCE
No contract of significance, to which the Company or its subsidiaries was a party and in which a Director or a Supervisor
had a material interest, whether directly or indirectly, subsisted at the end of the year or any time during the year.

COMPETING INTERESTS

None of the Directors, the Supervisors or the management shareholders of the Company (as defined in the GEM
Listing Rules) or their respective associates had an interest in any business which competes or may compete, directly or
indirectly, with the business of the Group nor any conflicts of interest which has or may have with the Group.

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed securities
during the year ended 31 December 2013.

CONTINGENT LIABILITIES
Except as these disclosed in Note 39 to the consolidated financial statements, the Group did not have any material
contingent liability as at 31 December 2013.

CORPORATE GOVERNANCE
A report on the principal corporate governance practices adopted by the Company is set out on pages 10 to 15 of the
annual report.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company’s articles of association or the laws of the PRC, which
would oblige the Company to offer new Shares on a pro-rata basis to existing shareholders.

AUDITOR

A resolution will be submitted to the annual general meeting of the Company to re-appoint SHINEWING (HK) CPA
Limited as auditor of the Company.

On behalf of the Board

Xiao Bing
Chairman

Xi'an, the PRC
25 March 2014
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Independent Auditor’s Report

LY [N
{-; a SHINEWING (HK) CPA Limited
aj 43/[F., The Lee Gardens
f : . w . 33 Hysan Avenue
hlne U’lg Causeway Bay, Hong Kong

TO THE SHAREHOLDERS OF

XI’AN HAITIAN ANTENNA TECHNOLOGIES CO., LTD.

ARBRARERERGERA T

(Established as a joint stock limited company incorporated in The People’s Republic of China with limited liability)

We have audited the consolidated financial statements of Xi’an Haitian Antenna Technologies Co., Ltd. (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 29 to 85, which comprise
the consolidated statement of financial position as at 31 December 2013, and the consolidated statement of profit or
loss and other comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of consolidated financial statements that give a
true and fair view in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report
our opinion solely to you, as a body, in accordance with 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. We
conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

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

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

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Group as
at 31 December 2013, and of the Group’s loss and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Chan Wing Kit

Practising Certificate Number: P03224

Hong Kong
25 March 2014
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

For the year ended 31 December 2013

2013 2012
NOTES RMB RMB
Revenue 7 25,189,899 46,569,471
Cost of sales (21,001,320) (36,494,316)
Gross profit 4,188,579 10,075,155
Other revenue 8 11,379,753 25,425,620
Gain on disposal of assets classified as held for sale - 2,263,963
Gain on disposal of partial interest in an associate 17 5,135,783 -
Distribution costs (1,563,169) (2,520,968)
Administrative expenses (13,669,180) (13,454,926)
Impairment loss recognised in respect of trade receivables 21 (5,306,232) (9,438,553)
Impairment loss recognised in respect of other receivables and
prepayments 22 (2,624,957) (795,307)
Impairment loss recognised in respect of intangible assets 16 (2,864,120) -
Share of result of an associate 17 (5,791,249) (1,666,811)
Finance costs 9 (1,352,917) (199,333)
(Loss) profit before tax (12,467,709) 9,688,840
Income tax (expense) credit 10 (2,726,801) 2,715,121
(Loss) profit and total comprehensive (expense)
income for the year 11 (15,194,510) 12,403,961
(Loss) earnings per share
— Basic and diluted 14 (2.35 cents) 1.92 cents
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Consolidated Statement of Financial Position

At 31 December 2013

2013 2012
NOTES RMB RMB
Non-current assets
Property, plant and equipment 15 112,923 63,473,339
Intangible assets 16 - 5,045,820
Interest in an associate 17 - 8,664,357
Available-for-sale investment 18 1,293,580 -
Pledged bank deposits 19 90,429 90,429
Deferred tax assets 29 - 2,715,121
1,496,932 79,989,066
Current assets
Inventories 20 38,405,278 25,875,803
Trade receivables 21 37,947,885 42,632,663
Other receivables and prepayments 22 5,469,408 7,649,970
Amount due from a director 23 1,113,273 769,071
Tax recoverable 677,390 677,390
Pledged bank deposits 19 25,000,000 400,000
Bank balances and cash 19 1,456,586 4,846,130
110,069,820 82,851,027
Asset classified as held for sale 28 60,441,693 -
170,511,513 82,851,027
Current liabilities
Trade payables 25 42,435,228 22,917,679
Other payables and accrued charges 26 21,322,749 19,320,897
Dividend payables - 675,971
Amount due to a director 23 5,771,564 1,975,648
Amounts due to related parties 24 43,061,580 41,668,657
Amount due to an associate 24 - 26,981,197
Bank and other borrowings 27 44,178,990 16,940,000
156,770,111 130,480,049
Net current assets (liabilities) 13,741,402 (47,629,022)
Total assets less current liabilities 15,238,334 32,360,044
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Consolidated Statement of Financial Position
At 31 December 2013

2013 2012
NOTES RMB RMB
Non-current liability
Deferred income 30 3,050,400 4,977,600
Net assets 12,187,934 27,382,444
Capital and reserves
Share capital 31 64,705,882 64,705,882
Reserves 32 (52,517,948) (37,323,438)
Equity attributable to owners of the Company and
total equity 12,187,934 27,382,444

The consolidated financial statements on pages 29 to 85 were approved and authorised for issue by the board of
directors on 25 March 2014 and are signed on its behalf by:

Xiao Bing Zuo Hong
Director Director
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2013

Attributable to owners of the Company

Statutory
Share Share surplus Other Accumulated
capital premium reserve reserve losses Total
RMB RMB RMB RMB RMB RMB
(Note 32 (a))  (Note 32 (c))
At 1 January 2012 64,705,882 71,228,946 16,153,228 3,938,899 (152,965,852) 3,061,103
Profit and total comprehensive
income for the year - - - - 12,403,961 12,403,961
Contribution from shareholders - - - 11,917,380 - 11,917,380
At 31 December 2012 64,705,882 71,228,946 16,153,228 15,856,279 (140,561,891) 27,382,444
Loss and total comprehensive expense
for the year - - - - (15,194,510) (15,194,510)
At 31 December 2013 64,705,882 71,228,946 16,153,228 15,856,279 (155,756,401) 12,187,934
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Consolidated Statement of Cash Flows

For the year ended 31 December 2013

2013 2012
RMB RMB
OPERATING ACTIVITIES
(Loss) profit before tax (12,467,709) 9,688,840
Adjustments for:
Allowance for inventories 9,564,195 897,930
Reversal of allowance for inventories (8,660,871) (2,423,217)
Amortisation of intangible assets 2,181,700 3,181,750
Depreciation of property, plant and equipment 1,708,741 2,628,164
Finance costs 1,352,917 199,333
Government grants (370,300) (340,000)
Government grants amortised (1,927,200) (1,927,200)
Gain on disposal of assets classified as held for sale - (2,263,963)
Gain on disposal of intellectual property rights recognised
as expenses in previous years - (6,278,804)
Bad debts recovery of trade receivables - (498,380)
Bad debts recovery of other receivables - (955,726)
Impairment loss recognised in respect of intangible assets 2,864,120 -
Impairment loss recognised in respect of trade receivables 5,306,232 9,438,553
Impairment loss reversed in respect of trade receivables (4,111,336) (6,435,413)
Impairment loss recognised in respect of other receivables and prepayments 2,624,957 795,307
Impairment loss reversed in respect of other receivables and prepayments (1,609,224) (1,297,154)
Interest income (15,843) (25,180)
Loss on disposal and written-off of property, plant and equipment 1,297,116 252,724
Gain on disposal of partial interest in an associate (5,135,783) -
Share of result of an associate 5,791,249 1,666,811
Waiver of trade payables (3,209,118) (6,127,151)
Waiver of other payables (136,732) (566,268)
Operating cash flows before movements in working capital (4,952,889) (389,044)
(Increase) decrease in inventories (13,432,799) 4,835,038
Decrease (increase) in trade receivables 3,489,882 (416,449)
Decrease in other receivables and prepayments 1,164,829 12,087,733
Increase (decrease) in trade payables 24,700,395 (29,217,452)
Increase (decrease) in other payables and accrued charges 835,582 (9,328,442)
(Decrease) increase in amount due to an associate (21,606,311) 19,832,253
Cash used in operating activities (9,801,311) (2,596,363)
Income tax paid (11,680) -
NET CASH USED IN OPERATING ACTIVITIES (9,812,991) (2,596,363)
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Consolidated Statement of Cash Flows
For the year ended 31 December 2013

2013 2012
RMB RMB

INVESTING ACTIVITIES
Placement of pledged bank deposits (25,000,000) (490,429)
Advance to a director (344,202) (452,029)
Purchase of property, plant and equipment (87,134) (326,339)
Withdrawal of pledged bank deposits 400,000 3,800,000
Interest received 15,843 25,180
Repayment from a related company - 91,204
Proceeds on disposal of assets classified as held for sale - 1,200,000
Proceeds on sales of intellectual property rights recognised

as expenses in previous years - 5,800,000
NET CASH (USED IN) FROM INVESTING ACTIVITIES (25,015,493) 9,647,587
FINANCING ACTIVITIES
New bank and other borrowings raised 44,166,870 10,000,000
Advances from (repayment to) directors 3,795,916 (1,575,276)
Advances from (repayment to) related parties 1,392,923 (4,003,558)
Advance from an associate 669,699 7,148,944
Government grants received 370,300 340,000
Repayment of bank and other borrowings (16,927,880) (16,060,000)
Interest paid (1,352,917) (199,333)
Dividend paid (675,971) -
NET CASH FROM (USED IN) FINANCING ACTIVITIES 31,438,940 (4,349,223)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (3,389,544) 2,702,001
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF YEAR 4,846,130 2,144,129
CASH AND CASH EQUIVALENTS AT THE END OF YEAR,

represented by bank balances and cash 1,456,586 4,846,130
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2013

1. GENERAL
Xi'an Haitian Antenna Technologies Co., Ltd. (the “Company”) is a joint stock limited company established in
the People’s Republic of China (the “PRC") and the H shares of the Company are listed on the Growth Enterprise
Market (the “GEM") of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The addresses of
the registered office and principal place of business of the Company are disclosed in the corporate information
section to the annual report.

The principal activities of the Company and its subsidiaries (hereinafter collectively referred to as the “Group”)
are research and development, manufacture and sale of base station antennas and related products. Details of
the principal activities of the subsidiaries are disclosed in Note 38.

The consolidated financial statements are presented in Renminbi (“RMB"), which is also the functional currency
of the Company.

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs")
In the current year, the Group has applied the following new and revised HKFRSs, which include HKFRSs, Hong
Kong Accounting Standards (“HKAS(s)”) and Interpretations (“Int(s)”), issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA").

Amendments to HKFRSs Annual Improvements to HKFRSs 2009-2011 Cycle issue in 2012

Amendments to HKAS 1 Presentation of Items of Other Comprehensive Income

Amendments to HKFRS 7 Disclosures — Offsetting Financial Assets and Financial Liabilities

Amendments to HKFRS 10, HKFRS 11 Consolidated Financial Statements, Joint Arrangements and
and HKFRS 12 Disclosure of Interests in Other Entities: Transition Guidance

HKFRS 10 Consolidated Financial Statements

HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in Other Entities

HKFRS 13 Fair Value Measurement

HKAS 19 (as revised in 2011) Employee Benefits

HKAS 27 (as revised in 2011) Separate Financial Statements

HKAS 28 (as revised in 2011) Investments in Associates and Joint Ventures

HK(IFRIC)*~Int 20 Stripping Costs in the Production Phase of a Surface Mine

* IFRIC represents the International Financial Reporting Interpretation Committee.

Except as described below, the application of the new and revised HKFRSs in current year has had no material
impact on the Group’s financial performance and position for the current and prior years and/or on the
disclosures set out in these consolidated financial statements.
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36

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

Amendments to HKAS 1 Presentation of Items of Other Comprehensive Income

The amendments to HKAS 1 introduce new terminology for the statement of comprehensive income and
income statement. Under the amendments to HKAS 1, a “statement of comprehensive income” is renamed as
a “statement of profit or loss and other comprehensive income”. The amendments to HKAS 1 retain the option
to present profit or loss and other comprehensive income in either a single statement or in two separate but
consecutive statements. However, the amendments to HKAS 1 require items of other comprehensive income to
be grouped into two categories: (a) items that will not be reclassified subsequently to profit or loss; and (b) items
that may be reclassified subsequently to profit or loss when specific conditions are met. Income tax on items of
other comprehensive income is required to be allocated on the same basis — the amendments do not change
the option to present items of other comprehensive income either before tax or net of tax. As the Group does
not have items of other comprehensive income, there has been no modification in the presentation of items of
other comprehensive income. Other than the above mentioned presentation changes, the application of the
amendments to HKAS 1 does not result in any impact on profit or loss, other comprehensive income and total
comprehensive income.

New and revised standards on consolidation, associates and disclosures

In the current year, the Group has applied for the first time HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (revised
2011) and HKAS 28 (revised 2011) together with the amendments to HKFRS 10, HKFRS 11 and HKFRS 12
regarding the transitional guidance. HKAS 27 (revised 2011) is not applicable to the Group as it deals only with
separate financial statements.

The impact of the application of these standards is set out below.

HKFRS 10 Consolidated Financial Statements

HKFRS 10 replaces the parts of HKAS 27 Consolidated and Separate Financial Statements that deal with
consolidated financial statements and HK(SIC)-Int 12 Consolidation — Special Purpose Entities. HKFRS 10 changes
the definition of control such that an investor controls an investee when (a) it has power over an investee, (b)
it is exposed or has rights, to variable returns from its involvement with the investee and (c) has the ability to
use its power to affect its returns. All three of these criteria must be met for an investor to have control over an
investee. Previously, control was defined as the power to govern the financial and operating policies of an entity
so as to obtain benefits from its activities. Additional guidance has been included in HKFRS 10 to explain when
an investor has control over an investee.

As a result of the initial application of HKFRS 10, the directors of the Company made an assessment whether the
Group has control over its investees at the date of initial application and concluded that the application of HKFRS
10 does not result in any change in control conclusion.

HKFRS 12 Disclosure of Interests in Other Entities

HKFRS 12 is a disclosure standard and is applicable to entities that have interests in subsidiaries, joint
arrangements, associates and/or unconsolidated entities. In general, the application of HKFRS 12 has resulted in
more extensive disclosures in the consolidated financial statements. Details are set out in Note 17.
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2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs")
(Continued)
New and revised standards on consolidation, associates and disclosures (Continued)
HKFRS 13 Fair Value Measurement
The Group has applied HKFRS 13 for the first time in the current year. HKFRS 13 establishes a single source
of guidance for fair value measurements and disclosures about fair value measurements for both financial
instrument items and non-financial instrument items for which other HKFRSs require or permit fair value
measurements and disclosures about fair value measurements except for share-based payment transactions
within the scope of HKFRS 2 Share-based Payment, leasing transactions within the scope of HKAS 17 Leases and
measurements that have some similarities to fair value but are not fair value.

HKFRS 13 defines fair value as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. HKFRS 13 has been applied
prospectively as of the beginning of the annual period and resulted in additional disclosure as sets out in Note 17
to the consolidated financial statements. Other than the additional disclosures, the application of HKFRS 13 has
not had any material impact on the amounts recognised in the consolidated financial statements.

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

effective:

Amendments to HKFRSs Annual Improvements to HKFRSs 2010-2012 Cycle?
Amendments to HKFRSs Annual Improvements to HKFRSs 2011-2013 Cycle?
HKFRS 9 Financial Instruments?

HKFRS 14 Regulatory Deferral Accounts®

Amendments to HKFRS 9 and HKFRS 7 Mandatory Effective Date of HKFRS 9 and Transition Disclosures?
Amendments to HKFRS 10, HKFRS 12 Investment Entities’

and HKAS 27
Amendments to HKAS 19 Defined Benefit Plans - Employee Contributions?
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'

! Effective for annual periods beginning on or after 1 January 2014, with earlier application permitted.

2 Effective for annual periods beginning on or after 1 July 2014, with earlier application permitted.

3 HKFRS 9, as amended in December 2013, amended the mandatory effective date of HKFRS 9. The mandatory effective
date is not specified in HKFRS 9 but will be determined when the outstanding phases are finalised. However, early
application of HKFRS 9 is permitted.

4 Effective for annual periods beginning on or after 1 January 2016, with earlier application permitted.

Annual Improvements to HKFRSs 2010-2012 Cycle
The Annual Improvements to HKFRSs 2010-2012 Cycle include a number of amendments to various HKFRSs,
which are summarised below.

The amendments to HKFRS 2 (i) change the definitions of ‘vesting condition’ and ‘market condition’; and (ii)
add definitions for ‘performance condition’ and ‘service condition” which were previously included within the
definition of ‘vesting condition’. The amendments to HKFRS 2 are effective for share-based payment transactions
for which the grant date is on or after 1 July 2014.
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38

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

New and revised HKFRSs issued but not yet effective (Continued)

Annual Improvements to HKFRSs 2010-2012 Cycle (Continued)

The amendments to HKFRS 3 clarify that contingent consideration that is classified as an asset or a liability
should be measured at fair value at each reporting date, irrespective of whether the contingent consideration is a
financial instrument within the scope of HKFRS 9 or HKAS 39 or a non-financial asset or liability. Changes in fair
value (other than measurement period adjustments) should be recognised in profit and loss. The amendments to
HKFRS 3 are effective for business combinations for which the acquisition date is on or after 1 July 2014.

The amendments to HKFRS 8 (i) require an entity to disclose the judgements made by management in applying
the aggregation criteria to operating segments, including a description of the operating segments aggregated
and the economic indicators assessed in determining whether the operating segments have ‘similar economic
characteristics’; and (ii) clarify that a reconciliation of the total of the reportable segments’ assets to the entity’s
assets should only be provided if the segment assets are regularly provided to the chief operating decision-
maker.

The amendments to the basis for conclusions of HKFRS 13 clarify that the issue of HKFRS 13 and consequential
amendments to HKAS 39 and HKFRS 9 did not remove the ability to measure short-term receivables and
payables with no stated interest rate at their invoice amounts without discounting, if the effect of discounting is
immaterial.

The amendments to HKAS 16 and HKAS 38 remove perceived inconsistencies in the accounting for accumulated
depreciation/amortisation when an item of property, plant and equipment or an intangible asset is revalued. The
amended standards clarify that the gross carrying amount is adjusted in a manner consistent with the revaluation
of the carrying amount of the asset and that accumulated depreciation/amortisation is the difference between
the gross carrying amount and the carrying amount after taking into account accumulated impairment losses.

The amendments to HAKS 24 clarify that a management entity providing key management personnel services to
a reporting entity is a related party of the reporting entity. Consequently, the reporting entity should disclose as
related party transactions the amounts incurred for the service paid or payable to the management entity for the
provision of key management personnel services. However, disclosure of the components of such compensation
is not required.

The directors do not anticipate that the application of the amendments included in the Annual Improvements to
HKFRSs 2010-2012 Cycle will have a material effect on the Group’s consolidated financial statements.

Annual Improvements to HKFRSs 2011-2013 Cycle
The Annual Improvements to HKFRSs 2011-2013 Cycle include a number of amendments to various HKFRSs,
which are summarised below.

The amendments to HKFRS 3 clarify that the standard does not apply to the accounting for the formation of all
types of joint arrangement in the financial statements of the joint arrangement itself.

The amendments to HKFRS 13 clarify that the scope of the portfolio exception for measuring the fair value of a
group of financial assets and financial liabilities on a net basis includes all contracts that are within the scope of,
and accounted for in accordance with, HKAS 39 or HKFRS 9, even if those contracts do not meet the definitions
of financial assets or financial liabilities within HKAS 32.
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2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs")
(Continued)
New and revised HKFRSs issued but not yet effective (Continued)
Annual Improvements to HKFRSs 2011-2013 Cycle (Continued)
The amendments to HKAS 40 clarify that HKAS 40 and HKFRS 3 are not mutually exclusive and application
of both standards may be required. Consequently, an entity acquiring investment property must determine
whether:

(a) the property meets the definition of investment property in terms of HKAS 40; and
(b) the transaction meets the definition of a business combination under HKFRS 3.

The directors do not anticipate that the application of the amendments included in the Annual Improvements to
HKFRSs 2011-2013 Cycle will have a material effect on the Group’s consolidated financial statements.

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the classification and measurement of financial assets.
HKFRS 9 was amended in 2010 includes the requirements for the classification and measurement of financial
liabilities and for derecognition. In 2013, HKFRS 9 was further amended to bring into effect a substantial
overhaul of hedge accounting that will allow entities to better reflect their risk management activities in the
financial statements.

Key requirements of HKFRS 9 are described as follows:

o All recognised financial assets that are within the scope of HKAS 39 Financial Instruments: Recognition
and Measurement to be subsequently measured at amortised cost or fair value. Specifically, debt
investments that are held within a business model whose objective is to collect the contractual cash
flows, and that have contractual cash flows that are solely payments of principal and interest on the
principal outstanding are generally measured at amortised cost at the end of subsequent accounting
periods. All other debt investments and equity investments are measured at their fair values at the end of
subsequent reporting periods. In addition, under HKFRS 9, entities may make an irrevocable election to
present subsequent changes in the fair value of an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally recognised in profit or loss.

o With regard to the measurement of financial liabilities designated as at fair value through profit or loss,
HKFRS 9 requires that the amount of change in the fair value of the financial liability that is attributable
to changes in the credit risk of that liability is presented in other comprehensive income, unless the
recognition of the effects of changes in the liability’s credit risk in other comprehensive income would
create or enlarge an accounting mismatch in profit or loss. Changes in fair value of financial liabilities
attributable to changes in the financial liabilities’ credit risk are not subsequently reclassified to profit or
loss. Under HKAS 39, the entire amount of the change in the fair value of the financial liability designated
as fair value through profit or loss was presented in profit or loss.
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40

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

(Continued)

New and revised HKFRSs issued but not yet effective (Continued)

HKFRS 9 Financial Instruments (Continued)

o HKFRS 9 introduces a new model which is more closely aligns hedge accounting with risk management
activities undertaken by companies when hedging their financial and non-financial risk exposures. As a
principle-based approach, HKFRS 9 looks at whether a risk component can be identified and measured
and does not distinguish between financial items and non-financial items. The new model also enables
an entity to use information produced internally for risk management purposes as a basis for hedge
accounting. Under HKAS 39, it is necessary to exhibit eligibility and compliance with the requirements in
HKAS 39 using metrics that are designed solely for accounting purposes. The new model also includes
eligibility criteria but these are based on an economic assessment of the strength of the hedging
relationship. This can be determined using risk management data. This should reduce the costs of
implementation compared with those for HKAS 39 hedge accounting because it reduces the amount of
analysis that is required to be undertaken only for accounting purposes.

The effective date of HKFRS 9 is not yet determined. However, earlier application is permitted.

The directors of the Company anticipate that the adoption of HKFRS 9 in the future may have impact on the
Group’s financial assets and financial liabilities, it is not practicable to provide a reasonable estimate of that
effect until a detailed review has been completed.

Amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities

The amendments to HKAS 32 clarify existing application issues relating to the offset of financial assets and
financial liabilities requirements. Specifically, the amendments clarify the meaning of “currently has a legally
enforceable right of set-off” and “simultaneous realisation and settlement”.

The amendments to HKAS 32 are effective for annual periods beginning on or after 1 January 2014 with early
application permitted and require retrospective application.

The directors of the Company anticipate that the application of the amendments to HKAS 32 may result in more
disclosures being made with regard to offsetting financial assets and financial liabilities in the future.
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2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs")
(Continued)
New and revised HKFRSs issued but not yet effective (Continued)
Amendments to HKAS 36 Recoverable Amount Disclosures for Non-Financial Assets
The amendments to HKAS 36 remove the requirement to disclose the recoverable amount of a cash-generating
unit (“CGU") to which goodwill or other intangible assets with indefinite useful lives had been allocated when
there has been no impairment or reversal of impairment of the related CGU. Furthermore, the amendments to
HKAS 36 require disclosures on additional information about the fair value measurement when the recoverable
amount of impaired assets is based on fair value less costs of disposal. If the recoverable amount is fair value
less costs of disposal, an entity shall disclose the level of the fair value hierarchy within which the fair value
measurement of the asset or CGU is categorised in its entirety. The Group is required to make additional
disclosures for Level 2 and Level 3 of the fair value hierarchy:

o a description of the valuation techniques used to measure the fair value less costs of disposals. If there is
any change in valuation techniques, the fact and the reason should also be disclosed;

o each key assumption on which management has based its determination of fair value less costs of
disposal,
o the discount rates used in the current and previous measurement if fair value less costs of disposal is

measured using a present value technique.

The amendments to HKAS 36 are effective for annual periods beginning on or after 1 January 2014 with earlier
application permitted, provided HKFRS 13 is also applied, and require retrospectively application.

The directors of the Company anticipate that the application of the amendments to HKAS 36 may result in
additional disclosures being made with regard to the impairment assessment on non-financial assets.

The directors of the Company anticipate that the application of other new and revised HKFRSs will have no
material impact on the results and the financial position of the Group.

3. SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been prepared in accordance with HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include applicable disclosures required by the Rules Governing
the Listing of Securities on the Growth Enterprise Market of The Stock Exchange and by the Hong Kong
Companies Ordinance.

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

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

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
in the principal (or most advantageous) market at the measurement date under current market conditions (i.e. an
exit price) regardless of whether that price is directly observable or estimated using another valuation technique.

Details of fair value measurement are explained in the accounting policies set out below.

The principal accounting policies are set out below.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (i.e. its subsidiaries). If a subsidiary prepares its financial statements using accounting
policies other than those adopted in the consolidated financial statements for like transactions and events in
similar circumstances (please specify), appropriate adjustments are made to that subsidiary’s financial statements
in preparing the consolidated financial statements to ensure conformity with the group’s accounting policies.

Control is achieved where the Group has: (i) the power over the investee; (ii) exposure, or rights, to variable
returns from its involvement with the investee; and (iii) the ability to use its power over the investee to affect
the amount of the Group’s returns. When the Group has less than a majority of the voting rights of an investee,
power over the investee may be obtained through: (i) a contractual arrangement with other vote holders; (ii)
rights arising from other contractual arrangements; (iii) the Group’s voting rights and potential voting rights; or
(iv) a combination of the above, based on all relevant facts and circumstances.

The Company reassess whether it controls an investee if facts and circumstances indicate that there are changes
to one or more of these elements of control stated above.

Consolidation of a subsidiary begins when the Company obtains control of the subsidiary and cease when the
Group loses control of the subsidiary.

Income and expenses of subsidiaries are included in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control until the date when the Group ceases to control
the subsidiary.

All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions between
entities of the Group are eliminated in full on consolidation.

Investments in associates

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control of
those policies.

The Group’s investments in associates are accounted for in the consolidated financial statements using the
equity method. Under the equity method, investments in associates are initially recognised at cost. The Group’s
share of the profit or loss and changes in the other comprehensive income of the associates are recognised in
profit or loss and other comprehensive income respectively after the date of acquisition. If the Group’s share
of losses of an associate equals or exceeds its interest in the associate, which determined using the equity
method together with any long-term interests that, in substance, form part of the Group’s net investment in the
associate, the Group discontinues recognising its share of further losses. Additional losses are provided for, and
a liability is recognised, only to the extent that the Group has incurred legal or constructive obligations or made
payments on behalf of the associate.

If an associate uses accounting policies other than those of the Group for like transactions and events in similar

circumstances, adjustments are made to make the associate’s accounting policies conform to those of the Group
when the associate’s financial statements are used by the Group in applying the equity method.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in associates (Continued)

After application of the equity method, including recognising the associate’s losses (if any), the Group
determines whether it is necessary to recognise any additional impairment loss with respect to its net investment
in the associate. Because goodwill that forms part of the carrying amount of an investment in an associate is not
separately recognised the entire carrying amount of the investment is tested for impairment as a single asset by
comparing its recoverable amount (higher of value in use and fair value less costs of disposal) with its carrying
amount. Any impairment loss recognised forms part of the carrying amount of the investment in the associate.
Any reversal of that impairment loss is recognised to the extent that the recoverable amount of the investment
subsequently increases.

When the investment ceases to be an associate upon the Group losing significant influence over the associate,
any retained interest is measured at fair value which is regarded as its fair value on initial recognition as a
financial asset in accordance with HKAS 39. Any difference between the fair value of any retained interest and
any proceeds from disposing of a part interest in the associate and the carrying amount of the investment at
the date the equity method was discontinued is recognised in profit or loss. Any amount previously recognised
in other comprehensive income in relation to that investment is reclassified to profit or loss or retained earnings
on the same basis as it would have been required if the investee had directly disposed of the related assets or
liabilities.

When the Group’s ownership interest in an associate is reduced, but the Group continues to apply the equity
method, the proportion of the gain or loss that had previously been recognised in other comprehensive income
relating to that reduction in ownership interest is reclassified to profit or loss if that gain or loss would be
required to be reclassified to profit or loss on the disposal of the related assets or liabilities.

Gains and losses resulting from transactions between the Group and its associate are recognised in consolidated
financial statements only to the extent of unrelated investors’ interests in the associate. The Group’s share in the
associate’s gains or losses resulting from these transactions is eliminated.

Transactions with related companies under common owners of the Company

The Group applies a policy of treating transactions with related companies under common owners of the
Company as transactions with owners of the Company. The gain derived from the waiver of amount due to
those related companies is recorded in equity.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for goods sold and services
provided in the normal course of business, net of discount and sales related taxes. Revenue is reduced for
estimated customer returns, rates and other similar allowances.

Revenue from sale of goods is recognised when the goods are delivered and title has passed, at which time all
the following conditions are satisfied:

o the Group has transferred to the buyer the significant risks and rewards of ownership of the goods;

o the Group neither continuing managerial involvement to the degree usually associated with ownership
nor effective control over the goods sold;

° the amount of revenue can be measured reliably;
o it is probable that the economic benefits associated with the transaction will flow to the Group; and
o the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Service income is recognised when services are provided.

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow to
the Group and the amount of income can be measured reliably. Interest income from a financial asset is accrued
on a time basis, by reference to the principal outstanding and at the effective interest rate applicable, which is
the rate that exactly discounts the estimated future cash receipts through the expected life of the financial asset
to that asset’s net carrying amount on initial recognition.

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

The Group as lessor
Rental income from operating leases is recognised in profit or loss on a straight-line basis over the term of the

relevant lease.

The Group as lessee
Operating lease payments are recognised as an expense on a straight-line basis over the lease term.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currencies

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

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items,
are recognised in profit or loss in the period in which they arise.

Borrowing costs
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Retirement benefit
Payments to state-managed retirement benefit schemes are recognised as an expense when employees have
rendered service entitling them to the contributions.

A liability for a termination benefit is recognised at the earlier of when the entity can no longer withdraw the
offer of the termination benefit and when the entity recognises any related restructuring costs.

Government grants
Government grants are not recognised until there is reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants are intended to compensate. Specifically,
government grants whose primary condition is that the Group should purchase, construct or otherwise acquire
non-current assets are recognised as other payables and accrued charges in the consolidated statement of
financial position and transferred to profit or loss on a systematic and rational basis over the useful lives of the
related assets.

Government grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Group with no future related costs are recognised in profit
or loss in the period in which they become receivable.

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

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

Taxation (Continued)

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

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

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

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in
which the liability is settled or the asset is realised, based on tax rate (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity respectively. Where current tax or deferred tax arises from
the initial accounting for a business combination, the tax effect is included in the accounting for the business
combination.

Property, plant and equipment

Property, plant and equipment including buildings held for use in the production or supply of goods or services,
or for administrative purposes are stated in the consolidated statement of financial position at cost less
subsequent accumulated depreciation and accumulated impairment losses, if any.

Depreciation is recognised so as to allocate the cost of items of property, plant and equipment less their residual
values over their estimated useful lives, using the straight-line method. The estimated useful lives, residual values
and depreciation method are reviewed at the end of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement
of an item of property, plant and equipment is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or loss.

Xi'an Haitian Antenna Technologies Co., Ltd. = Annual Report 2013



Notes to the Consolidated Financial Statements
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Intangible assets
Intangible assets acquired separately
Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortisation and any accumulated impairment losses. Amortisation for intangible assets with finite useful lives
is recognised on a straight-line basis over their estimated useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period, with the effect of any changes in estimate being
accounted for on a prospective basis.

Internally-generated intangible assets - research and development expenditure
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development activities is recognised if, and only if, all of the
following have been demonstrated:

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

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

o the ability to use or sell the intangible asset;

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

o the availability of adequate technical, financial and other resources to complete the development and to

use or sell the intangible asset; and
o the ability to measure reliably the expenditure attributable to the intangible asset during its development.

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

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses.

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amounts will be recovered
principally through a sale transaction rather than through continuing use. Such classification requires the asset
or the disposal group must be available for immediate sale in its present condition and its sale is highly probable.
Management must be committed to the sale, which should be expected to qualify for recognition as a completed
sale within one year from the date of classification.

Non-current assets classified as held for sale are measured at the lower of their previous carrying amount and
fair value less costs of disposal.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment losses on tangible and intangible assets

At the end of the reporting period, the Group reviews the carrying amounts of its tangible and intangible
assets with finite useful lives to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the
asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation basis can be identified.

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

Recoverable amount is the higher of fair value less costs to sell and value-in-use. In assessing value-in-use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU) is estimated to be less than its carrying amount, the carrying
amount of the asset (or the CGU) is reduced to its recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or CGU) is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognised for the asset (or
CGU) in prior years. A reversal of an impairment loss is recognised immediately in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of inventories are calculated using
the weighted average method. Net realisable value represents the estimated selling price for inventories less all
estimated costs of completion and costs necessary to make the sale.

Cash and cash equivalents
Cash and short-term deposits in the consolidated statement of financial position comprise of cash at banks and

on hand and short-term deposits with a maturity of three months or less.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash and
short-term deposits as defined above.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments
Financial assets and financial liabilities are recognised in the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss
are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into loans and receivables and available-for-sales financial asset. The
classification depends on the nature and purpose of the financial assets and is determined at the time of initial
recognition. All regular way purchases or sales of financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the marketplace.

Effective interest method

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

Interest income is recognised on an effective interest basis for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Subsequent to initial recognition, loans and receivables (including trade receivables,
other receivables, amount due from a director, pledged bank deposits and bank balances and cash) are
measured at amortised cost using the effective interest method, less any identified impairment losses (see
accounting policy on impairment loss on financial assets below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated as available-for-sale or are
not classified as financial assets at fair value through profit or loss, loans and receivables or held-to-maturity
investments.

Dividends on available-for-sale equity instruments are recognised in profit or loss when the Group’s right to
receive the dividends is established.

Available-for-sale equity investments that do not have a quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives that are linked to and must be settled by delivery of such
unquoted equity investments are measured at cost less any identified impairment losses at the end of each
reporting period (see the accounting policy in respect of impairment loss on financial assets below).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets

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

For an available-for-sale equity investment, a significant or prolonged decline in the fair value of that investment
below its cost is considered to be objective evidence of impairment.

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

o significant financial difficulty of the issuer or counterparty; or

o breach of contract, such as default or delinquency in interest and principal payments; or

o it becoming probable that the borrower will enter into bankruptcy or financial re-organisation; or
o the disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial assets, such as trade and other receivables, assets that are assessed not to
be impaired individually are, in addition, assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Group's past experience of collecting payments, an
increase in the number of delayed payments in the portfolio past the average credit period of 5 days to 240 days
(2012: 90 to 240 days), observable changes in national or local economic conditions that correlate with default
on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset’s carrying amount and the present value of the estimated future cash flows discounted at the
financial asset’s original effective interest rate.

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

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

When an available-for-sale financial asset is considered to be impaired, cumulative gains or losses previously

recognised in other comprehensive income are reclassified to profit or loss in the period in which the impairment
takes place.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)
For financial assets measured at amortised cost, if, in a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is reversed does not exceed what the amortised cost
would have been had the impairment not been recognised.

Impairment losses on available-for-sale equity investments will not be reversed through profit or loss. Any
increase in fair value subsequent to an impairment loss is recognised directly in other comprehensive income and
accumulated in equity.

Financial liabilities and equity instruments

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

Other financial liabilities

Other financial liabilities including trade payables, other payables and accrued charges, dividend payables,
amounts due to a director, related parties and an associate and bank and other borrowings are subsequently
measured at amortised cost, using the effective interest method.

Effective interest method

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

Interest expense is recognised on an effective interest basis.

Equity instruments

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

Derecognition

A financial asset is derecognised only when the contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the Group continues to recognise the asset to the extent of its
continuing involvement and recognises an associated liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group continues to recognise the financial asset and
also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset entirely, the difference between the asset’s carrying amount and the sum

of the consideration received and receivable and the cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Derecognition (Continued)

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or expired. The difference between the carrying amount of the financial liability derecognised and the
consideration paid and payable is recognised in profit or loss.

Fair value measurement

When measuring fair value except for the Group’s net realisable value of inventories and value in use of property,
plant and equipment and intangible assets for the purpose of impairment assessment, the Group takes into
account the characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs. Specifically, the Group categorised the fair value measurements into three levels, based on
the characteristics of inputs, as follow:

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable.

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

At the end of the reporting period, the Group determines whether transfer occur between levels of the fair
value hierarchy for assets and liabilities which are measured at fair value on recurring basis by reviewing their
respective fair value measurement.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 3, the directors of the
Company are required to make judgements, estimates and assumptions about the amounts of assets and
liabilities, revenue and expenses reported and disclosures made in the consolidated financial statements. The
estimates and associated assumptions are based on historical experience and other factors that are considered
to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates

are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.
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4, CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)
Critical judgements in applying accounting policies
The following are the critical judgements, apart from those involving estimations (see below), that the directors
have made in the process of applying the Group’s accounting policies and that have the most significant effect
on the amounts recognised in the consolidated financial statements.

Significant influence over an associate

As detailed in Note 17 to the consolidated financial statements, the directors of the Company considered Xi‘an
Sunnada Haitian Antenna Co., Ltd. (“Xi'an Sunnada”), in which the Group has 15.38% equity interest before
the transfer of shares in settlement of litigation claims, is an associate of the Group as the Group has significant
influence over Xi‘an Sunnada by virtue of its contractual right to appoint one out of three directors to the board
of directors of Xi'an Sunnada.

Key sources of estimation uncertainty

The followings are the key assumptions concerning the future, and other key sources of estimation uncertainty
at the end of the reporting period, that have a significant risk of resulting in a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line basis over their estimated useful lives, after
taking into account their estimated residual value. The determination of the useful lives and residual values
involve management’s estimation. The Group assesses annually the residual value and the useful life of the
property, plant and equipment and if the expectation differs from the original estimate, such a difference may
impact the depreciation in the period and the estimate will be changed in the future period.

As of 31 December 2013, the carrying amount of property, plant and equipment of the Group was RMB112,923
(2012: RMB63,473,339). No impairment has been made during the years ended 31 December 2013 and 2012.

Estimated impairment of intangible assets

Intangible assets are test for impairment if there is any indication that the carrying value of these assets may not
be recoverable and the assets are subject to an impairment loss. The recoverable amount is the value-in-use.
The value-in-use calculation requires the directors of the Company to estimate the future cash flows expected to
arise from the relevant cash generating unit and a suitable discount rate is used in order to calculate the present
value.

As of 31 December 2013, the carrying amount of intangible assets is nil (2012: RMB5,045,820). Impairment loss
of RMB2,864,120 has been recognised in profit or loss during the year ended 31 December 2013 (2012: nil).

Allowance for inventories

The management of the Group reviews an ageing analysis at the end of each reporting period, and makes
allowance for obsolete and slow-moving inventory items that are identified as not suitable for sales. The
management reviews the inventory ageing list on a periodical basis for those aged inventories. This involves
comparison of carrying value of the aged inventory items with respective net realisable value. In addition,
the Group carries out an inventory review on a product-by-product basis at the end of each reporting period
and makes allowance for obsolete items. As at 31 December 2013, the carrying amount of inventories
were RMB38,405,278 (2012: RMB25,875,803), net of allowance for inventories of RMB14,336,150 (2012:
RMB13,432,826).
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)
Key sources of estimation uncertainty (Continued)

Estimated impairment of trade receivables and other receivables and prepayments

The policy for making impairment loss on trade receivables and other receivables and prepayments of the Group
is based on the evaluation of collectability and ageing analysis of accounts and on management’s judgement. A
considerable amount of judgement is required in assessing the ultimate realisation of these receivables, including
the current creditworthiness and the past collection history of each debtor. If the financial conditions of debtors
of the Group were to deteriorate, resulting in an impairment of their ability to make payments, additional
impairment loss may be required. As at 31 December 2013, the carrying amount of the trade receivables was
RMB37,947,885 (2012: RMB42,632,663), net of allowance for doubtful debts of RMB27,041,136 (2012:
RMB25,846,240). While the carrying amount of other receivables and prepayments are RMB5,469,408 (2012:
RMB7,649,970), net of allowance for doubtful debts of RMB4,518,468 (2012: RMB3,502,735).

Estimated impairment of property, plant and equipment

Property, plant and equipment are tested for impairment if there is any indication that the carrying value of
these assets may not be recoverable and the assets are subject to an impairment loss. The recoverable amount is
the value-in-use. The value-in-use calculation requires the directors of the Company to estimate the future cash
flows expected to arise from the relevant cash generating unit and a suitable discount rate is used in order to
calculate the present value.

As of 31 December 2013, the carrying amount of property, plant and equipment of the Group was RMB112,923
(2012: RMB63,473,339). No impairment has been made during the years ended 31 December 2013 and 2012.

Fair value measurements and valuation processes

The board of directors of the Company has determined the appropriate valuation techniques and inputs for fair
value measurements. In estimating the fair value of an asset or a liability, the Group uses market-observable
data to the extent it is available. Where Level 1 inputs are not available, the Group engages third party qualified
valuers to perform the valuation. The Group uses valuation techniques that include inputs that are not based
on observable market data to estimate the fair value of certain types of financial instruments. Note 17 provides
detailed information about the valuation techniques, inputs and key assumptions used in the determination of
the fair value of available-for-sales investment.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern
while maximising the return to shareholders through the optimisation of the debt and equity balance. The
Group’s overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debt, which includes the bank and other borrowings as
disclosed in Note 27, net of cash and cash equivalents and equity attributable to owners of the Company,
comprising issued share capital and reserves.

The directors of the Company review the capital structure on an annual basis. As part of this review, the
directors of the Company consider the cost of capital and the risks associated with each class of capital. Based
on recommendations of the directors of the Company, the Group will balance its overall capital structure
through the payment of dividends, new share issues and share buy-backs as well as the issue of new debt or the
redemption of existing debt.

Xi'an Haitian Antenna Technologies Co., Ltd. = Annual Report 2013



Notes to the Consolidated Financial Statements
For the year ended 31 December 2013

6.

FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

2013 2012
RMB RMB
Financial assets
Available-for-sale investment 1,293,580 -
Loan and receivables (including cash and cash equivalents) 68,046,048 55,197,971
Financial liabilities
Amortised cost 147,838,696 124,343,027

Financial risk management objectives and policies

The Group’s major financial instruments include trade receivables, other receivables, amounts due from/
to a director, related parties and an associate, pledged bank deposits, bank balances and cash, trade
payables, other payables and accrued charges, dividend payables, and bank and other borrowings. Details
of the financial instruments are disclosed in respective notes. The risks associated with these financial
instruments include market risk (foreign currency risk and interest rate risk), credit risk and liquidity risk.
The policies on how to mitigate these risks are set out below. The management manages and monitors
these exposures to ensure appropriate measures are implemented on a timely and effective manner.

Market risk
The Group's activities expose it primarily to the financial risks of changes in foreign currency exchange
rates and interest rates.

(i) Foreign currency risk
The Group mainly operates in the PRC. Revenue and majority of its operating costs and cost of
sales are denominated in RMB. Certain bank balances, trade receivables, trade payables and
bank borrowings of the Group are denominated in the United States Dollars (“USD"). Such USD
denominated bank balances, trade receivables, trade payables and bank borrowings are exposed
to fluctuations in the value of RMB against USD in which these bank balances, trade receivables,
trade payables and bank borrowings are denominated. Any significant appreciation/depreciation
of the RMB against these foreign currencies may result in significant exchange gain/loss which
would be recorded in the consolidated statement of profit or loss and other comprehensive

income.
2013 2012
RMB RMB
usb
Assets 14,733,631 267,044
Liabilities (48,416,960) -
(33,683,329) 267,044
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FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and policies (Continued)
Market risk (Continued)
() Foreign currency risk (Continued)

Sensitivity analysis

The Group’s currency risk is mainly exposed to USD

The following table details the Group’s sensitivity to a 5% (2012: 5%) increase and decrease in
RMB against USD for the year ended 31 December 2013. 5% (2012: 5%) is the sensitivity rates
used when reporting foreign currency risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated monetary items and
adjusts their translation at the end of the reporting period for a 5% (2012: 5%) change in foreign
currency rates.

A negative number below indicates a decrease in loss for the year (2012: increase in profit after
tax) for the year where RMB strengthen 5% (2012: 5%) against the relevant currency. For a
5% (2012: 5%), weakening of RMB against the relevant currency, there would be an equal and
opposite impact on the loss for the year (2012: profit after tax) for the year.

2013 2012
RMB RMB
(Loss) profit after tax (1,263,125) 10,014

(ir) Interest rate risk
The Group is exposed to fair value interest rate risk in relation to fixed-rate bank borrowings (see
Note 27). The Group did not have an interest rate hedging policy. However, the management
monitored interest rate exposure and considered other necessary action when significant interest
rate exposure was anticipated.

The Group is also exposed to cash flow interest rate risk in relation to variable-rate pledged bank
deposits and bank balances (see Note 19 for details of these bank deposits and balances) carried
at prevailing market rate. However, such exposure was minimal to the Group as the variable-rate
pledged bank deposits and bank balances were all short term in nature. Accordingly no sensitivity
analysis is presented.

The Group's exposures to interest rates on financial liabilities were detailed in the liquidity risk
management section of this note. The Group’s cash flow interest rate risk was mainly concentrated on the
fluctuation of RMB base lending/deposit rate stipulated by the People’s Bank of China arising from the
Group’s RMB denominated bank borrowings and bank deposits and balances.

Xi‘an Haitian Antenna Technologies Co., Ltd. ~ Annual Report 2013



Notes to the Consolidated Financial Statements
For the year ended 31 December 2013

6.

FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and policies (Continued)

Credit risk

As at 31 December 2013, the Group’s maximum exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation by the counterparties is arisen from the carrying
amount of the respective recognised financial assets as stated in the consolidated statement of financial
position.

In order to minimise the credit risk, the management of the Group has delegated a team responsible
for the determination of credit limits, credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition, the Group reviews the recoverable
amount of each individual trade debt at the end of the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts. In this regard, the directors of the Company
consider that the Group’s credit risk is significantly reduced.

With respect to credit risk arising from amount due from a director and a related company, the Group’s
exposure to credit risk arising from default of the counterparties is limited as the counterparties have
a good history of repayment. The Group does not expect to incur a significant loss for uncollectable
amounts due from these parties.

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

The Group has concentration of credit risk as 54% (2012: 55%) and 81% (2012: 89%) of the total trade
receivables was due from the Group’s largest customer and the five largest customers respectively.

The Group's concentration of credit risk by geographical locations is mainly in the PRC and Asia excluding
PRC, which accounted for 78% (2012: 100%) and 22% (2012: nil) of the total trade receivables as at 31
December 2013 respectively.

In the management of the liquidity risk, the Group monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to finance the Group's operations and mitigate the
effects of fluctuations in cash flows. The management monitors the utilisation of bank borrowings. The
Group has no covenants with banks for the banking facilities granted.

The Company was exposed to liquidity risk as at 31 December 2012 as the Company had net current
liabilities of RMB47,629,022. The directors of the Company were of the opinion that the Company would
have sufficient working capital to meet its financial obligations.

As at 31 December 2013 and 2012, the Group had breached certain covenant clauses of its bank
borrowing (Note 27) which are primarily related to the assets-liabilities ratio and current ratio of the
Group not less than 80% (2012: 85%) and 100% (2012: 50%) respectively. As a result, bank borrowing
of RMB20,000,000 (2012: RMB10,000,000) shall become repayable on demand. No demand for
immediate full repayment of the bank borrowings had been received by the Group.
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FINANCIAL INSTRUMENTS (Continued)

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

Liquidity risk

The following tables detail the Group’s remaining contractual maturity for its non-derivative financial
liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be required to pay.

The tables include both interest and principal cash flows. To the extent that interest flows are floating
rate, the undiscounted amount is derived from interest rate curves at the end of the reporting period.

The amounts included below for variable interest rate instruments for non-derivative financial liabilities
are subject to change if changes in variable interest rates differ to those estimates of interest rates
determined at the end of the reporting period.

Liquidity tables

At 31 December 2013

On demand

or within
one year Carrying
and total amount at
undiscounted 31 December
cash flows 2013
RMB RMB

Non-derivative financial liabilities

Trade payables 42,435,228 42,435,228
Other payables and accrued charges 12,391,334 12,391,334
Amount due to a director 5,771,564 5,771,564
Amounts due to related parties 43,061,580 43,061,580
Bank and other borrowings 44,822,195 44,178,990
148,481,901 147,838,696

On demand

or within
one year Carrying
and total amount at
undiscounted 31 December
cash flows 2012
RMB RMB

Non-derivative financial liabilities

Trade payables 22,917,679 22,917,679
Other payables and accrued charges 13,183,875 13,183,875
Dividend payables 675,971 675,971
Amount due to a director 1,975,648 1,975,648
Amounts due to related parties 41,668,657 41,668,657
Amount due to an associate 26,981,197 26,981,197
Bank and other borrowings 17,590,000 16,940,000
124,993,027 124,343,027
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6.

FINANCIAL INSTRUMENTS (Continued)
() Fair value

The fair value of financial assets other than available-for-sale investment (Note 18) and financial liabilities
is determined in accordance with generally accepted pricing models based on discounting cash flow

analysis.

The directors of the Company considered that fair values of non-current pledged bank deposits

approximate their carrying amount due to the discounting effect is not significant.

The directors of the Company consider that the fair values of other financial assets and financial liabilities
recorded at amortised cost in the consolidated statement of financial position approximate their carrying

amounts due to short-term maturities.

REVENUE AND SEGMENT INFORMATION

The principal activities of the Group are research and development, manufacture and sale of base station

antennas and related products.

Revenue represents the amounts received and receivable for goods sold and services provided in the normal
course of business, net of discounts and sales related taxes for the year. An analysis of the Group's revenue for

the year is as follows:

2013 2012

RMB RMB

Sales of antennas and related products 16,721,578 26,511,850
Service income 8,468,321 20,057,621
25,189,899 46,569,471

Operating segments, and the amounts of each segment item reported in the consolidated financial statements,
are identified from the financial data and information provided regularly to the Group’s chief operating
decision makers, the board of directors, for the purpose of allocating resources to segments and assessing their
performance. The Group is organised into a single operating segment as sale of telecommunication products and

rendering of related services. Accordingly, no reportable segment is presented.
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7. REVENUE AND SEGMENT INFORMATION (Continued)
Geographical information
The Group’s operations are located in the PRC, Asia excluding PRC and other countries.

The Group's revenue from external customers is presented based on the location of the operations and
information about its non-current assets by geographical location of the assets are detailed below:

Revenue from

external customers Non-current assets
2013 2012 2013 2012
RMB RMB RMB RMB
PRC (country of domicile) 12,502,015 45,772,023 112,923 68,519,159
Asia excluding PRC 12,687,884 520,678 - -
Others - 276,770 - -
25,189,899 46,569,471 112,923 68,519,159

For the purposes of monitoring segment performance and allocating resources between segments:

All non-current assets are allocated to operating segments other than interest in an associate, available-for-sale
investment, deferred tax assets and non-current pledged bank deposits.

Information about major customers
Revenues from customers of the corresponding years contributing over 10% of the total sales of the Group are

as follows:
2013 2012
RMB RMB
Customer A N/A’ 12,329,937
Customer B 5,491,034 4,963,732
Customer C N/A’ 18,403,847
Customer D 11,900,255 -

All revenue generated from the major customers relate to the sale of telecommunication products and related
services.

'The corresponding revenue did not contribute over 10% of the total sales of the Group.
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8. OTHER REVENUE

2013 2012
RMB RMB
Government grants (Note) 370,300 340,000
Government grants amortised (Note 30) 1,927,200 1,927,200
Gain on disposal of intellectual property rights recognised as
expenses in previous years - 6,278,804
Impairment loss reversed in respect of trade receivables (Note 21) 4,111,336 6,435,413
Impairment loss reversed in respect of other receivables and
prepayments (Note 22) 1,609,224 1,297,154
Waiver of trade payables 3,209,118 6,127,151
Waiver of other payables 136,732 566,268
Interest income 15,843 25,180
Gain on sales of raw materials - 21,117
Rental income - 806,533
Bad debts recovery - 1,454,106
Others - 146,694
11,379,753 25,425,620
Note:

Government grants were received from several local government authorities for the Group’s contribution to local economies,
of which there are no unfulfilled conditions or contingencies relating to those subsidies.

9. FINANCE COSTS

2013 2012
RMB RMB
Interests on bank borrowings wholly repayable within five years 1,352,917 199,333
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10. INCOME TAX EXPENSE (CREDIT)

2013 2012

RMB RMB

Under-provision in prior years for PRC Enterprise Income Tax 11,680 -
Deferred taxation (Note 29) 2,715,121 (2,715,121)
2,726,801 (2,715,121)

No provision for Hong Kong Profits Tax has been made as the Group did not generate assessable profit during
the years ended 31 December 2013 and 2012.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law") and Implementation Regulation of the EIT
Law, the tax rate of the PRC subsidiaries is 25% during both years.

The tax expense (credit) for the years can be reconciled to the (loss) profit before tax per the consolidated
statement of profit or loss and other comprehensive income as follows:

2013 2012
RMB RMB
(Loss) profit before tax (12,467,709) 9,688,840
Tax at the domestic income tax rate of 25% (2012: 25%) (3,116,927) 2,422,210
Tax effect of share of loss of an associate 1,118,319 416,703
Tax effect of expenses not deductible for tax purpose 1,273,453 494,748
Tax effect of income not taxable for tax purpose (986,866) -
Tax effect on tax losses not recognised 3,660,116 -
Tax effect of deductible temporary differences not recognised 778,488 620,177
Utilisation of tax losses previously not recognised - (6,668,959)
Effect of different tax rate of a subsidiary operating
in other jurisdiction (11,462) -
Under-provision in respect of prior years 11,680 -
Income tax expense (credit) 2,726,801 (2,715,121)

Details of the deferred taxation are set out in Note 29.
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11.  (LOSS) PROFIT FOR THE YEAR

2013 2012
RMB RMB
(Loss) profit for the year has been arrived at after charging
(crediting):
Depreciation for property, plant and equipment 1,708,741 2,628,164
Amortisation of intangible assets (included in administrative
expenses) 2,181,700 3,181,750
Total depreciation and amortisation 3,890,441 5,809,914
Auditor’s remuneration
— audit services 440,000 440,000
— other services 157,000 25,600
Cost of inventories recognised as an expense 12,371,544 25,333,670
Staff costs
— Directors’ and supervisors' remuneration (Note 12) 470,408 678,130
— Salaries, wages and other benefits 3,594,540 4,557,052
— Severance payment for staff laid-off - 940,437
— Retirement benefit scheme contributions
(excluding directors and supervisors) 472,748 746,012
Total staff costs 4,537,696 6,921,631
Loss on disposal and written-off of property, plant and equipment 1,297,116 252,724
Allowance for inventories (included in cost of sales) 9,564,195 897,930
Reversal of allowance for inventories (included in cost of sales) (8,660,871) (2,423,217)
Exchange loss, net 113,461 -
Minimum lease payments under operating leases 180,576 -
Research and development costs recognised as an expense 2,586,956 3,013,174
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12. DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENTS’ REMUNERATIONS AND FIVE HIGHEST PAID
EMPLOYEES
Directors’ emoluments
The emoluments paid or payable to each of the ten (2012: thirteen) directors of the Company were as follows:

Salaries, allowances Retirement
and other benefits benefit scheme
Fees in kind contributions Total
2013 2012 2013 2012 2013 2012 2013 2012
RVB RMB RMB RMVB RMB RMB RVB RMB

Executive directors
Xiao Bing - - 82,320 97,687 33,016 20,578 115,336 118,265
Zuo Hong - - 129,600 140,551 19,435 12,744 149,035 153,295
Professor Xiao Liangyong (“Professor Xiao”)

(Resigned on 31 December 2012) - - - 82,805 - - - 82,805
Non-executive directors
Li Wengi - - 6,000 6,000 - - 6,000 6,000
Sun Wenguo - - 6,000 6,000 - - 6,000 6,000
Xie Yiqun - - 6,000 6,000 - - 6,000 6,000
Cong Chunshui

(Resigned on 9 November 2012) - - - 3,000 - - - 3,000
Liu Ruixuan

(Resigned on 31 December 2012) - - - 6,000 - - - 6,000
Yan feng

(Appointed on 9 November 2012) - - 6,000 - - - 6,000 -
Independent non-executive directors
Professor Gong Shuxi

(Retired on 28 June 2013) - - 18,000 36,000 - - 18,000 36,000
Lei Huafeng (Resigned on 10 August 2012) - - - 12,000 - - - 12,000
Zhang Jun (Appointed on 28 June 2013) - - 6,000 - - - 6,000 -
Chen Ji (Appointed on 10 August 2012) - - 24,000 15,000 - - 24,000 15,000
Qiang Wenyu - - - - - - - -
Total - - 283,920 411,083 52,451 33322 336,371 444 365

For the year ended 31 December 2013, one of the directors of the Company who named Qiang Wenyu, waived
his emolument of RMB28,000.

For the year ended 31 December 2012, three directors of the Company who named Yan Feng, Qiang Wenyu and
Lei Huafeng, waived their emoluments of RMB500, RMB36,000 and RMB12,000 respectively.
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12.

DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENTS’ REMUNERATIONS AND FIVE HIGHEST PAID

EMPLOYEES (Continued)
Supervisors’ remunerations

The emoluments paid or payable to each of the six (2012: five) supervisors of the Company were as follows:

Salaries, allowances Retirement
and other benefits benefit scheme
Fees in kind contributions Total
2013 2012 2013 2012 2013 2012 2013 2012
RMB RMB RMB RMB RMB RMB RMB RMB
Supervisors
Professor Shi Ping
(Retired on 28 June 2013) - - 18,000 36,000 - - 18,000 36,000
Bai Fubo - - 6,000 6,000 - - 6,000 6,000
Chen Hua (Retired on 28 June 2013) - - 2,720 79,980 5,911 7,200 8,631 87,180
Huang Jing (Appointed on 28 June 2013) - - 6,000 - - - 6,000 -
Liu Yonggiang (Retired on 28 June 2013) - - 18,000 36,000 - - 18,000 36,000
Xu Hao - - 64,320 61,385 13,086 7,200 71,406 68,585
Total - - 115,040 219,365 18,997 14,400 134,037 233,765

For the year ended 31 December 2013, one supervisor who named Chen Hua waived his emoluments of
RMB33,280. No supervisors waived any emoluments for the year ended 31 December 2012. No emoluments
have been paid by the Group to the directors or supervisors as an inducement to join or upon joining the Group,
or as compensation for loss of office in any of the two years ended 31 December 2013 and 2012.
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DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENTS’ REMUNERATIONS AND FIVE HIGHEST PAID
EMPLOYEES (Continued)

Five highest paid employees

Of the five individuals with the highest emoluments in the Group, one (2012: three) was director of the
Company whose emoluments are included in the disclosures as above. The emoluments of the remaining four
(2012: two) individuals were as follows:

2013 2012
RMB RMB
Salaries and other benefits 275,280 141,365
Retirement benefit scheme contributions 18,376 14,400
293,656 155,765

Their emoluments were within the following band:
2013 2012
Number of Number of
employees employees

Nil to HK$1,000,000 (equivalent to RMB800,000

(2012: equivalent to RMB800,000)) 4 2

Senior management’s remuneration:

Other than the emoluments of directors and the supervisors disclosed in above, the emoluments of the senior
management whose profiles are set out in the section headed “Directors and Senior Management” of the
annual report fell within the following band:

2013 2012
Number of Number of
employees employees
Nil to HK$1,000,000 (equivalent to RMB800,000
2012: equivalent to RMB800,000)) 1 2

No emoluments have been paid by the Group to the five highest paid individuals as an inducement to join or
upon joining the Group, or as compensation for loss of office in any of the two years ended 31 December 2013
and 2012.

DIVIDENDS

No dividend was paid or proposed during 2013, nor has any dividend been proposed since the end of the
reporting period (2012: nil).
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14.

15.

(LOSS) EARNINGS PER SHARE

The calculation of basic (loss) earnings per share attributable to the owners of the Company is based on the
loss for the year attributable to owners of the Company of RMB15,194,510 (2012: profit for the year of
RMB12,403,961) and the weighted average number of 647,058,824 (2012: 647,058,824) ordinary shares in
issue during the year.

The diluted (loss) earnings per share is equal to the basic (loss) earnings per share as calculated above as the
Company did not have any potential shares outstanding for the two years ended 31 December 2013 and 2012.

PROPERTY, PLANT AND EQUIPMENT

Furniture,
Plant and fixtures and
Buildings machinery equipment Total
RMB RMB RMB RMB
COST
At 1 January 2012 76,298,321 13,742,898 5,055,747 95,096,966
Additions 311,952 - 14,387 326,339
Disposals/written off (2,653,790) (1,690,593) (583,984) (4,928,367)
At 31 December 2012 73,956,483 12,052,305 4,486,150 90,494,938
Additions - 70,679 16,455 87,134
Written-off - (7,675,635) (1,680,664) (9,356,299)
Transfer to asset classified
as held for sale (73,956,483) - - (73,956,483)
At 31 December 2013 - 4,447,349 2,821,941 7,269,290
DEPRECIATION AND IMPAIRMENT
At 1 January 2012 11,836,406 11,937,026 4,496,089 28,269,521
Provided for the year 2,359,722 175,351 93,091 2,628,164
Eliminated on disposals/written off (2,251,029) (1,086,005) (539,052) (3,876,086)
At 31 December 2012 11,945,099 11,026,372 4,050,128 27,021,599
Provided for the year 1,569,691 100,550 38,500 1,708,741
Eliminated on written-off - (6,713,582) (1,345,601) (8,059,183)
Transfer to asset classified
as held for sale (13,514,790) - - (13,514,790)
At 31 December 2013 - 4,413,340 2,743,027 7,156,367
CARRYING VALUES
At 31 December 2013 - 34,009 78,914 112,923
At 31 December 2012 62,011,384 1,025,933 436,022 63,473,339
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PROPERTY, PLANT AND EQUIPMENT (Continued)
The above items of property, plant and equipment are depreciated on a straight-line basis, after taking into
account of their estimated residual values, over their estimated useful lives as follows:

Buildings Over the shorter of unexpired term of lease, or 50 years
Plant and machinery 3 - 10 years
Furniture, fixtures and equipment 5 years

The buildings are situated on land held under medium-term land use rights in the PRC.

The buildings (“Disposal Properties”) are erected on the land rented from FAZEKIEE LB BERET AR (F
KILE"), a related company of the Group since June 2006. According to the overall municipal planning of the
Xi'an City and the Xi’an Hi-tech Zone, the Land & Resources Bureau has decided to implement the resumption
of the land and the buildings and entered into a resumption agreement with /X% . The resumption was
approved by the People’s Government of Xi‘an on 26 December 2012. Upon the resumption, the land use of
the land will be changed and part of the land will be sold by way of auction with a view to refining the function
of the city and optimising the industrial structure of the Xi'an Hi-tech Zone. The Company understands that
it is the policy of the Land & Resources Bureau that it will resume the land and the Disposal Properties from
ABRIEE, the owner of the land. On 9 August 2013, a resolution was passed by the board of directors of the
Company to dispose of the Disposal Properties to /&X# & and the carrying amount of Disposal Properties of
RMB60,441,693 was reclassified to asset classified as held for sale (Note 28).

INTANGIBLE ASSETS

Technological

Development costs know-how Total
RMB RMB RMB
COST
At 1 January 2012,
31 December 2012 and 2013 62,385,900 10,000,000 72,385,900
AMORTISATION AND IMPAIRMENT
At 1 January 2012 54,158,330 10,000,000 64,158,330
Provided for the year 3,181,750 - 3,181,750
At 31 December 2012 57,340,080 10,000,000 67,340,080
Provided for the year 2,181,700 - 2,181,700
Impairment loss recognised in the year 2,864,120 - 2,864,120
At 31 December 2013 62,385,900 10,000,000 72,385,900
CARRYING VALUES
At 31 December 2013 - - -
At 31 December 2012 5,045,820 - 5,045,820

The above intangible assets have definite useful lives. Such intangible assets are amortised on a straight-line
basis over the following periods:

Development costs 5 years
Technological know-how 10 years

During the year ended 31 December 2013, the directors of the Company conducted a review of the Group’s
intangible assets and determined that the intangible assets were impaired due to the cessation of production
of certain antenna products. Accordingly, impairment loss of approximately RMB2,864,120 (2012: nil) has been
recognised in respect of intangible assets.
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17.

INTEREST IN AN ASSOCIATE

2013 2012
RMB RMB
Cost of investment in an unlisted associate in the PRC 12,000,000 12,000,000
Share of post acquisition losses (9,126,892) (3,335,643)
2,873,108 8,664,357

Less: 9.74% interest in an associate offset
with trade payables and related interest (6,715,311) -
Gain on disposal of partial interest in an associate 5,135,783 -
1,293,580 -
Amount reclassified to available-for-sale investment (Note 18) (1,293,580) -
- 8,664,357

As at 31 December 2012, the Group held 15.38% equity interests in Xi‘an Sunnada, a PRC private limited
company engaged in the manufacturing and sales of base station antennas and related products in the PRC.

Pursuant to the announcement of the Company dated on 8 July 2013, the Intermediate Court of Xi'an (“Court”)
issued an enforcement notice (the “Enforcement”) to freeze the 15% equity interest of Xi‘an Sunnada held
by the Company for two years from the date of Enforcement, during which period the Company shall not
dispose of the 15% equity interest for the award granted to F®J&EFE =TS BR A (“Kingsignal )
who claims the Group to repay the purchase price of goods and relevant arbitration fee. Upon the rejection of
revocation application from the Court, the Company and Kingsignal then reached an agreement to suspend the
Enforcement until 28 June 2013 to negotiate for a settlement agreement. The Company and Kingsignal had
not reached any settlement agreement on 28 June 2013 and subsequently agreed to suspend the Enforcement
without a definite period.

Pursuant to the announcement of the Company dated 7 January 2014, the Company had transferred 9.74%

effective equity interest in Xi‘an Sunnada to Kingsignal on 31 December 2013 as the full and final settlement of
the claims and interest in amount to RMB6,715,311 to Kingsignal.
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INTEREST IN AN ASSOCIATE (Continued)

Upon the completion of disposal, at 31 December 2013, the Group retained 5.64% interest in Xi'an Sunnada.
The Group has accounted for the remaining 5.64% interest as an available-for-sale investment of which the fair
value was RMB 1,293,580 at the date of disposal. The fair value was determined using an adjusted net assets
method, in which (i) property, plant and equipment and inventories are based on the current market price of
similar assets and (i) bank balances and cash, receivables and payables are based on the cost approach with
adjustments on the default risk factors and taking into account for the non-controlling interest and lack of
liquidity discounts. The fair value of the retained interest in Xi‘an Sunnada is under Level 3 of fair value hierarchy
and it is regarded as the fair value on initial recognition as a financial asset in accordance with HKAS 39. The
resulted gain recognised in profit or loss is as follow:

2013 2012
RMB RMB
Consideration 6,715,311 -
Fair value of the retained interest 1,293,580 -
Carrying amount of the 15.38% investment on
the date of loss of significant influence (2,873,108) -
Gain on disposal of partial interest in an associate 5,135,783 -
Reconciliation of Level 3 fair value measurements
2013 2012
RMB RMB
Reclassification of remaining interest in Xi‘an Sunnada from
investment in associate to available-for-sale investment
following partial disposal of interest (Note 18) 1,293,580 -

As at 31 December 2013 and 2012, the Group had interest in the following investee:

Percentage
of effective
Form of Place of Particulars of equity interest
business incorporation issued/paid-up attributable
Name structure and operations  capital to the Group Principal activities
Xi'an Sunnada Limited liability company  the PRC Paid-up capital 2013: 5.64% Manufacturing and sales of
(Note) (2012: 15.38%) base station antennas and

related products

Note:

As at 31 December 2012 and before disposal, the Group is able to exercise significant influence over Xi‘an Sunnada because
it has power to appoint one out of the three directors of that company under the agreement with other shareholders of
Xi'an Sunnada. On 31 December 2013, the Company had transferred 9.74% equity interest in Xi'an Sunnada to Kingsignal
as the full and final settlement of the claims and interest to Kingsignal. The directors of the Company are of the opinion that
the Group cannot exercise significant influence over the financing and operating policy decision of Xi'an Sunnada after the
transfers, thus equity accounting has been discontinued from 31 December 2013. Accordingly, Xi'an Sunnada is classified as
an available-for-sale investment.
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INTEREST IN AN ASSOCIATE (Continued)

The summarised financial information in respect of the Group’s associate as at 31 December 2012 and up to the
date of disposal on 31 December 2013 is set out below. The summarised financial information below represents
amounts shown in the associate’s financial statement prepared in accordance with HKFRSs.

2013 2012
RMB RMB
Current assets 65,103,639 58,243,913
Non-current assets 22,724,106 35,822,989
Current liabilities (59,497,089) (28,093,127)
Revenue 64,328,117 28,380,256
Loss and total comprehensive expenses for the year (37,643,118) (10,834,268)
2013 2012
RMB RMB
The Group’s share of loss of the associate for the year (5,791,249) (1,666,811)

Reconciliation of the above summarised financial information to the carrying amount of the interest in the

associate recognised in the consolidated financial statement:

2013 2012

RMB RMB
Net asset of the associate 28,330,656 65,973,775
Proportion of the Group’s ownership interest in Xi‘an Sunnada 15.38% 15.38%
Net asset of the associate shared by the Group 4,358,562 10,149,812
Partial disposal of interest in an associate (4,358,562) -
Unrealised profit - (1,485,455)
Carrying amount of the Group’s interest in Xi‘an Sunnada - 8,664,357

18. AVAILABLE-FOR-SALE INVESTMENT

Available-for-sale investment comprises:

2013 2012

RMB RMB
Unlisted investment in equity security 1,293,580 -

The above unlisted equity investment represent 5.64% investment in Xi’an Sunnada, measured at fair value as

detailed in Note 17.
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PLEDGED BANK DEPOSITS/BANK BALANCES AND CASH

Pledged bank deposits represented deposits pledged to banks to secure bank facilities and the quality of the
products sold to certain customers. The deposits amounting to RMB25,000,000 (2012: RMB400,000) have been
pledged of which the expiry date will be within 3 months (2012: 1 year) and are therefore classified as current
assets. The deposits have been pledged by the Group amounting to RMB90,429 (2012: RMB90,429) as at 31
December 2013 which will be expired over one year from the end of reporting period and are therefore classified
as non-current assets. The pledged bank deposits will be released upon the expiry of the pledged agreements
signed with bank.

Bank balances and pledged bank deposits carry interest at prevailing market rates for both years.

The Group's bank balances and cash that are denominated in currencies other the functional currencies of the
relevant group entities are set out below:

2013 2012

RMB RMB

usD 308,359 267,044
INVENTORIES

2013 2012

RMB RMB

Raw materials 26,063,314 1,774,216

Work-in-progress 1,656,285 5,968,957

Finished goods 10,685,679 18,132,630

38,405,278 25,875,803

During the year ended 31 December 2013, a reversal of allowance for inventories of RMB8,660,871 (2012:
RMB2,423,217) has been recognised as the corresponding inventories were either sold or used.
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21. TRADE RECEIVABLES

2013 2012

RMB RMB

Trade receivables 64,989,021 68,478,903
Less: impairment loss recognised (27,041,136) (25,846,240)
37,947,885 42,632,663

The Group allows a credit period ranging from 5 to 240 days (2012: 90 to 240 days) to its trade customers. For
receivables from certain customers, the amounts are settled by installments which are mutually determined and
agreed by the relevant parties. The Group does not hold any collateral over these balances.

The following is an aged analysis of trade receivables net of impairment loss recognised presented based on the
invoice date or goods delivery dates, which approximate the respective revenue recognition dates, at the end of

the reporting period.

2013 2012

RMB RMB

Within 60 days 15,363,815 23,105,427
61 to 120 days 2,375,137 4,208,408
121 to 180 days 563,195 875,457
181 to 365 days 951,737 358,356
Over 365 days 18,694,001 14,085,015
37,947,885 42,632,663

Included in the Group’s trade receivable balance are trade receivables with aggregate carrying amount of
RMB21,156,731 (2012: RMB14,443,371) which are past due as at the reporting date for which the Group has

not provided for impairment loss.

Ageing of trade receivables which are past due but not impaired:

2013 2012

RMB RMB
Within 60 days 5,993,196 1,090,575
61 to 120 days 1,997,018 691,913
121 to 180 days 460,499 22,790
181 to 365 days 177,193 1,580,800
1 to 2 years 1,565,626 9,413,414
Over 2 years 10,963,199 1,643,879
Total 21,156,731 14,443,371
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TRADE RECEIVABLES (Continued)

Receivables that were past due but not impaired related to a number of customers that are the major
telecommunication services providers in the PRC and have a good track record with the Group. Based on past
experience, the management believes that no impairment allowance is necessary in respect of these balances as
there has not been a significant change in credit quality and the balances are still considered fully recoverable.

At the end of each reporting period, the Group's trade receivables were individually determined to be impaired.
The individually impaired receivables are recognised based on the credit history of its customers, such as financial
difficulties or default in payments, and current market conditions. Consequently, specific impairment loss was
recognised. The movement in the impairment of trade receivables is as follows:

2013 2012

RMB RMB
At 1 January 25,846,240 24,180,821
Impairment loss recognised 5,306,232 9,438,553
Amounts written off as uncollectible - (1,337,721)
Reversal of impairment loss recognised in previous years (4,111,336) (6,435,413)
At 31 December 27,041,136 25,846,240

Receivables of RMB16,791,154 (2012: RMB28,189,292) that were neither past due nor impaired relate to a wide
range of customers for whom there was no recent history of default. The Group does not hold any collateral over
these balances.

The Group's trade receivables that are denominated in currencies other the functional currencies of the relevant
group entities are set out below:

2013 2012
RMB RMB
usbD 14,425,272 -
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22. OTHER RECEIVABLES AND PREPAYMENTS

2013 2012

RMB RMB

Other receivables 4,423,037 9,613,544
Prepayments 5,564,839 1,539,161
9,987,876 11,152,705

Less: impairment loss recognised (4,518,468) (3,502,735)
5,469,408 7,649,970

Included in other receivables and prepayments is an amount of RMB1,449,541 (2012: RMB2,910,530) in respect
of advances to employees. The advances are interest-free, unsecured and repayable on demand.

At the end of the reporting period, the Group’s other receivables and prepayments were individually determined
to be impaired. The individually impaired receivables are recognised based on credit history of its debtors and
current business relationship. The Group does not hold any collateral over these balances. The movement in the
impairment of other receivables and prepayments is as follows:

2013 2012

RMB RMB
At 1 January 3,502,735 4,364,093
Impairment loss recognised 2,624,957 795,307
Amounts written off as uncollectible - (359,511)
Reversal of impairment loss recognised in previous years (1,609,224) (1,297,154)
At 31 December 4,518,468 3,502,735

A cashier of the Company and an independent third party, ganged to embezzle some of Company’s funds
("Misappropriation of Funds”) in an amount of RMB3,809,380 and included in other receivables as at
31 December 2012. The matter was reported to the PRC police and the cashier was arrested for criminal
investigation.

On 6 February 2012, the PRC court issued a final verdict, which stated the cashier was found liable to repay
the financial damage to the Company; and the cashier was sentenced to jail. The Group has recovered
RMB421,500 during 2011 and the remaining balance of the Misappropriation of Funds was recovered from
a relative of the independent third party on 5 March, 6 March and 11 March 2012, therefore, no impairment
loss in other receivables in amount of RMB3,387,880 arising from Misappropriation of Funds was recognised in
the consolidated statements of profit or loss and other comprehensive income for the year ended 31 December
2012.
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23. AMOUNTS DUE FROM (TO) DIRECTORS

Maximum
Balance at Balance at amount
31 December 1 January outstanding
Name of directors 2013 2013  during the year
RMB RMB RMB
Due from:
Zuo Hong 1,113,273 769,071 1,113,273
Due to:
Xiao Bing (5,771,564) (1,975,648)
The amounts due from (to) directors are unsecured, interest-free and repayable on demand.
24. AMOUNTS DUE TO RELATED PARTIES/AN ASSOCIATE
Name of related
parties Relationship 2013 2012
Notes RMB RMB
Due to:
BRIE Common director and shareholder (i) & (ii) 41,510,656 41,668,657
Professor Xiao Close family member
of the executive director
of the Company (i) 1,550,924 -
43,061,580 41,668,657
Xi'an Sunnada Associate of the Company (i) & (iii) - 26,981,197
Notes:
(i) The amounts are unsecured, interest-free and repayable on demand.

(i) Xiao Bing is the executive director of the Company and & X1%#&, of which is owned as to 25% by Xiao Bing for both
years.

(iii) Included in amount due from an associate of RMB24,121,121 as at 31 December 2012 was in trade nature and it is
aged within 60 days.
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25. TRADE PAYABLES
The following is an aged analysis of trade payables presented based on the invoice dates or goods delivery dates
at the end of the reporting period.

2013 2012

RMB RMB

Within 60 days 24,521,131 846,072
61 to 120 days 388,126 135,127
121 to 365 days 5,051,186 998,192
Over 365 days 12,474,785 20,938,288
42,435,228 22,917,679

The average credit period on purchases of goods is 90 days. The Group has financial risk management policies
in place to ensure that all payables are settled within the credit time frame.

The Group's trade payables that are denominated in currencies other the functional currencies of the relevant
group entities are set out below:

2013 2012

RMB RMB

usb 24,250,090 -

26. OTHER PAYABLES AND ACCRUED CHARGES

2013 2012

RMB RMB

Receipt in advance 3,205,039 2,819,763
Accrued salaries (Note i) 3,950,212 4,326,711
Other payables (Note ii) 12,240,298 10,247,223
Deferred income (Note iii) (Note 30) 1,927,200 1,927,200
21,322,749 19,320,897

Notes:
Included in accrued salaries is amount of nil (2012: RMB35,530) representing accrued directors’ remuneration.

ii. Included in other payables is a temporary advance of RMB1,920,000 (2012: RMB4,300,000) from an independent third
party. The amount is interest-free, unsecured and repayable on demand.

iii. Deferred income was received from several local government authorities for the Group’s to the technology
improvement of base station antenna and to research and development and industralisation of antenna.
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BANK AND OTHER BORROWINGS

2013 2012
RMB RMB
Bank borrowings
— Secured 24,166,870 -
— Unsecured 20,000,000 10,000,000
Other borrowings 12,120 6,940,000
44,178,990 16,940,000
Carrying amount repayable:
On demand or within one year 44,178,990 16,940,000
Less: Amounts due that are repayable on demand
due to breach of loan covenants (20,000,000) (10,000,000)
Amounts due within one year shown under current liabilities (24,178,990) (6,940,000)
Amounts shown under non-current liabilities - -
The Group’s bank borrowings are interest-bearing as follows:
2013 2012
RMB RMB
Fixed-rate bank borrowings 44,166,870 10,000,000
The ranges of effective interest rates per annum on the Group’s bank borrowings are as follows:
2013 2012
Effective interest rate:
Fixed-rate bank borrowings 2.5% -7.8% 7.8%

The Group’s bank borrowings that are denominated in currencies other the functional currencies of the relevant

group entities are set out below:

2013 2012
RMB RMB
usb 24,166,870 -

Other borrowings represent loan from Ren Yuwen (fEEX), a shareholder of Xi‘an Sunnada. The amount is
unsecured, interest-free and repayable on demand.

During the year ended 31 December 2013, the Group obtained new bank borrowings in the amount of
RMB44,166,870 (2012: RMB10,000,000) in which RMB24,166,870 (2012: nil) was used to finance the export
business and RMB20,000,000 (2012: RMB10,000,000) was used to finance the general working capital of the
Group.
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27.

28.

BANK AND OTHER BORROWINGS (Continued)

During the current year, in respect of an unsecured bank loan with a carrying amount of RMB20,000,000 as at
31 December 2013, the Group breached certain of the terms of the bank loan, which are primarily related to the
assets-liabilities ratio and current ratio of the Group not less than 80% and 100% respectively. On discovery of
the breach, the directors of the Company informed the lender and commenced a renegotiation of the terms of
the loan with the relevant banker. Subsequent to the end of the reporting period, the lender agreed to waive its
right to demand immediate payment and the loan will only be recall upon its maturity subsequent to the end of
the reporting period.

In 2012, in respect of an unsecured bank loan with a carrying amount of RMB10,000,000 as at 31 December
2012, the Group breached certain of the terms of the bank loan, which are primarily related to the assets-
liabilities ratio and current ratio of the Group not less than 85% and 50% respectively. On discovery of the
breach, the directors of the Company informed the lender and commenced a renegotiation of the terms of the
loan with the relevant banker. As at 31 December 2012, those negotiations had not been concluded. Since the
lender has not agreed to waive its right to demand immediate payment as at the end of the reporting period, the
loan has been classified as a current liability as at 31 December 2012.

During the year ended 31 December 2013, the secured bank borrowings were secured by pledged bank deposits
held by the Group. Details are disclosed in Note 19.

During the years ended 31 December 2013 and 2012, Xiao Bing, an executive director and his close family
member of the Company pledged certain properties to a bank to secure the bank borrowings.

ASSET CLASSIFIED AS HELD FOR SALE

RMB

Reclassified from property, plant and equipment and as at 31 December 2013 (Note 15) 60,441,693

On 9 August 2013, a resolution was passed by the board of directors of the Company to dispose of the building
which is erected on the land rented from /X% #&. Subsequently on 10 January 2014, the Company and /&X
& & entered into a disposal agreement, pursuant to which the Company has conditionally agreed to sell, and
ABXI%E has conditionally agreed to purchase the building at a total consideration of RMB68,000,000. The
disposal transaction constitutes a major transaction for the Company and approval from the shareholders of the
Company has been granted on the extraordinary general meeting of the Company held on 11 March 2014. As of
the date of approval of these consolidated financial statements, the disposal is not yet completed. In the opinion
of the directors of the Company, the disposal will be completed within one year.
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DEFERRED TAXATION

2013 2012
RMB RMB
Deferred tax asset - 2,715,121

The following is the major deferred tax assets recognised and movements thereon during the current and prior
years:

Tax losses

RMB

At 1 January 2012 -
Credit during the year 2,715,121
At 31 December 2012 and 1 January 2013 2,715,121
Charged during the year (2,715,121)

At 31 December 2013 -

As at 31 December 2013, the Group has unused tax losses of approximately RMB128,113,099 available to offset
against future profits. No deferred tax asset has been recognised in respect of the unused tax losses due to the
unpredictability of future profit streams. Such tax losses can be carried forward for five years from the year in
which the respective loss arose.

As at 31 December 2013, the Group also had deductible temporary differences of RMB49,097,684 (2012:
RMB45,983,732). No deferred tax asset has been recognised in relation to the deductible temporary differences
as it is not probable that taxable profit will be available against which the deductible temporary differences can
be utilised.

As at 31 December 2012, the Group has unused tax losses of approximately RMB124,333,119 available to offset
against future profits. A deferred tax asset has been recognised in respect of RMB9,762,193 of such losses. No
deferred tax asset has been recognised in respect of the remaining RMB114,570,926 due to the unpredictability
of future profit streams. Such tax losses can be carried forward for five years from the year in which the
respective loss arose.

DEFERRED INCOME

Included in the deferred income is the Group had received government grants in aggregate amount of
RMB1,927,200 which was related to research and development and industrialisation of antenna for the
TD-SCDMA long term evolution (TD-LTE) in previous years. Amount of RMB1,927,200 (2012: RMB1,927,200)
will be amortised within one year and is therefore classified as current liabilities and included in other payables
and the remaining amount of RMB3,050,400 (2012: RMB4,977,600) is classified as non-current liability.

Xi‘an Haitian Antenna Technologies Co., Ltd. ~ Annual Report 2013



Notes to the Consolidated Financial Statements
For the year ended 31 December 2013

31.

32.

33.

SHARE CAPITAL

Number of Share
shares capital
RMB

At 1 January 2012, 31 December 2012 and 31 December 2013

Registered, issued and fully paid:

Domestic shares of RMBO0.10 each 485,294,118 48,529,412
H shares of RMB0.10 each 161,764,706 16,176,470
647,058,824 64,705,882

RESERVES

(a) Statutory surplus reserve
The Company’s Articles of Association requires the appropriation of 10% of its profit after taxation
each year to the statutory surplus reserve until the balance reaches 50% of the registered share capital.
According to the provision of the Company’s Articles of Association, in normal circumstances, the
statutory surplus reserve shall only be used for making up losses, capitalisation into share capital and
expansion of the Company’s production and operation.

(b) Distributable reserves
In accordance with the Articles of Association of the Company, the reserves available for distribution
is the lower of amount determined under accounting principles generally accepted in the PRC and the
amount determined under the HKFRSs. Based on the financial statements of the Company prepared in
accordance with the relevant accounting principles and financial regulations applicable to companies
established in the PRC, the Company does not have any reserve available for distribution to its owners as
at 31 December 2013 and 2012.

(c) Other reserve
ABKIEE, a related company of the Company under common shareholder, agreed to waive the rental
payable by the Company of RMB11,917,380 for the year ended 31 December 2012. Such waiver is
deemed to be a transaction with owners of the Company and therefore recorded in other reserve.

OPERATING LEASES

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:

2013 2012
RMB RMB
Within one year 270,864 -

Operating lease payments represent rentals payable by the Group for its office premises, factory and warehouse.
Leases are negotiated for an average term of three years with fixed rentals.
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RETIREMENT BENEFITS SCHEME

The Group participates in a defined contribution retirement scheme organised by the relevant local government
authority in the PRC. Certain employees of the Group eligible to participate in the retirement scheme are entitled
to retirement benefits from the scheme. The local government authority is responsible for the pension liabilities
to these retired employees. The Group is required to make monthly contributions to the retirement scheme up
to the time of retirement of the eligible employees, at 20% of the local standard basic salaries.

The total cost charged of RMB544,196 (2012: RMB793,734) represents contributions payable to these schemes
by the Group for the year ended 31 December 2013.

As at 31 December 2013 and 2012, the Group had no significant obligation apart from the contribution as
stated above.

PLEDGE OF ASSETS
The Group has pledged the following assets to secure the quality of products sold to customers at the end of the
reporting period. The carrying values of the assets pledged are as follows:

2013 2012
RMB RMB
Bank deposits 25,090,429 490,429

MAJOR NON-CASH TRANSACTIONS
During the year ended 31 December 2013, the Group’s major non-cash transactions as follows:

(i) The Group settled balances of trade payables and related interest of RMB6,715,311 by the transfer of
9.74% equity interest in Xi‘an Sunnada held by the Group. The detail of settlement has been set out in
Note 17.

During the year ended 31 December 2012, the Group’s major non-cash transactions as follows:

(i) The Group settled a payment of RMB1,780,921 for the consideration of investment in an associate
for 1.61% equity interest by motor vehicles and certain plant and equipments with carrying value of
RMB457,394 and RMB1,052,281 respectively held by the Group.

(i)  /BRI®E agreed to waive the rental payable by the Company of RMB11,917,380. Such waiver is deemed
to be a transaction with owners of the Company and therefore recorded as other reserve.

(iii) ~ During the year ended 31 December 2012, the Group completed disposal of assets classified as held for
sale transactions and disposal of intellectual property rights recognised as expenses in previous years. The
sale proceeds of RMB31,380,000 and RMB 1,620,000 were received and included in receipt in advance
respectively as at 31 December 2011.
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RELATED PARTY TRANSACTIONS

(a)

(b)

Details of the balances with directors, related parties and loan from a shareholder of an associate are set
out in Notes 23, 24 and 27 respectively on the consolidated statement of financial position.

During the year ended 31 December 2012, the Group received sales proceeds amounting to
RMB7,000,000 (2013: nil) for disposal of assets classified as held for sale from Xi‘an Sunnada.

During the year ended 31 December 2013, the Group sold goods to Xi‘an Sunnada amounting
to RMB2,680,744 (2012: RMB1,546,990), purchased goods from Xi‘an Sunnada amounting to
RMB1,541,696 (2012: RMB21,379,243) and subcontracting cost payable to Xi’an Sunnada amounting to
RMB469,349 (2012: nil).

During the year ended 31 December 2012, the Group paid rental for the lease of land of RMB1,489,673
to /A E . The rental payable amounting to RMB1,489,673 for that year was waived by /#X& & and
the land was continuously used by the Group with no consideration during the year ended 31 December
2013.

During the years ended 31 December 2013 and 2012, Xiao Bing, an executive director of the Company,
and Xiao Liangyong, father of Xiao Bing and being former director of the Company, pledged certain

properties to a bank to secure the bank borrowings.

During the year ended 31 December 2013, the Group used the machineries and staff of Xi'an Sunnada
for certain manufacturing process at no consideration for a service income of RMB787,629 (2012: nil).

Compensation of key management personnel

The remuneration of directors and other members of key management during the year was as follows:

2013 2012

RMB RMB

Short-term benefits 415,280 666,468
Other long-term benefits 89,825 67,086
505,105 733,554

The remuneration of directors and key executives is determined by the Remuneration Committee having
regard to the performance of individuals and market trends.

None of the above related party transactions falls under the definition of connected transaction or continuing
connected transaction as defined in Chapter 20 of GEM Rules.
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PARTICULARS OF SUBSIDIARIES OF THE COMPANY

Issued share

Percentage of
equity interest

Place of capital/ voting right and
incorporation/ Class of registered directly held by
Name of subsidiaries operation shares held capital the Company Principal activities
2013 2012
XAHT Antenna Technologies  Hong Kong Ordinary shares  HK$1,500,000 100% 100%  Trading
(Hongkong) Limited
Xian Haitian Communication ~ PRC Registered capital RMB5,000,000 100% 100%  Design and installation of
System Engineering Co., the antennas and related
Ltd.* products
Xian Hi-tech Communication  PRC Registered capital RMB1,500,000 100%(Note) 100%  Development, manufacturing
Software Co., Limited* and trading of computer
("Xian Hi-tech”) software and hardware
Xian Haitian Wireless System  PRC Registered capital RMB20,000,000 100% 100%  Development and consulting

Equipment Co., Ltd. **

services of Time Division -

* %

Note:

Synchronous Code Division
Multiple Access

Limited company established in the PRC
Sino-foreign equity joint venture registered in the PRC

During the current year, Xian Hi-tech was revoked by Xi‘an Administration for Industry and Commerce due to the
fail of compliance of annual inspection. Subsequent to end of the reporting period, the Group negotiated with Xi‘an
Administration for Industry and Commerce and submitted application to retrieve the original status of Xi‘an Hi-tech.

None of the subsidiaries had issued any debt securities at the end of both years or during both years.

LITIGATION
As at the end of reporting period, the Company has the following court cases:

(a)

Xi‘an Haitian Antenna Technologies Co., Ltd.

On 29 November 2011, TR &ZEBRIE /D B R A 7] (the “Plaintiff A”) filed a writ at the Xi'an Arbitration
Commission, Shaanxi Province (the “Commissioner”) against the Company. The Plaintiff A claimed that
the Company owes the Plaintiff A trade payable balance of RMB799,583, which aged over one year. The
Plaintiff A requested the Commissioner to resolve the contractual dispute by requesting the Company
to perform its repayment obligation. On 28 November 2012, the court case was concluded of which the
Group was demanded to repay the Plaintiff A of amount approximately RMB872,702. As at 31 December
2012, an amount of RMB561,122 is not yet paid to the Plaintiff A. During the current year, the director of
the Company had settled the outstanding balance on behalf of the Company. The case had been closed
as at 31 December 2013.
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40.

LITIGATION (Continued)

(b) On 20 December 2011, Kingsignal filed a writ at the Commissioner against the Company. Kingsignal
claimed that the Company owed Kingsignal trade payable balance of RMB6,685,363, which aged over
one year. Kingsignal requested the Commissioner to resolve the contractual dispute by requesting the
Company to perform its repayment obligation. Meanwhile, the Company countercharged Kingsignal
with the substandard products provided amounting to RMB2,013,024. The claims are rejected from the
arbitration from the Commissioner. The Court issued Enforcement to freeze the 15.38% equity interest of
Xi'an Sunnada for two years, during which period the Company shall not dispose of the 15.38% equity
interest. The Company transferred 9.74% equity interest in Xi'an Sunnada to Kingsignal on 31 December
2013 as the full and final settlement of the claims and interest in amount to RMB6,715,311 and it was
concluded that the case had been closed as at 31 December 2013. The detail of transfer has been set out
on Note 17.

() During the year ended 31 December 2013, #T48 /& L X E B R A F] (the “Plaintiff C") filed a writ
against the Company at FA& M fEHE @ A KERT (the “People’s Court”). The Plaintiff C claimed that the
Company owed the Plaintiff A trade payable balance of RMB242,840, which aged over two years. The
Plaintiff C requested the People’s Court to resolve the contractual dispute by requesting the Company
perform its repayment obligation and the relevant interests. On 22 October 2013, the court case was
concluded of which the Company was demanded to repay the Plaintiff C of amount RMB242,840 and
related interest of RMB36,523. As at 31 December 2013, the aforesaid amount has not yet paid to the
Plaintiff C. In the opinion of the directors of the Company, the above case did not have any material
impact on the Company’s consolidated financial statements for the year ended 31 December 2013 as the
amount claimed by the Plaintiff C was included in trade payables and administrative expenses.

(d)  On 19 September 2010, the Company filed a writ against BRFEFT =AM A R A A) (“the Defendant”)
at the People’s Court. The Company claimed that due to the collapse of factory built by the Defendant,
the Company suffered from loss of inventories and plant and machineries at amount of approximately
RMB2,119,892. The Company requested the People’s Court to resolve the dispute by requesting the
Defendant to compensate for it. As a result, the Defendant was enforced to compensate the Company
for a sum of RMB522,000 via court order on 16 May 2012. Nonetheless, the Company was not satisfied
with the settlement and appealed to the Court. On 23 December 2013, the court case was concluded of
which the Group was entitled to receive an amount of RMB101,502 from the Defendant. At the same
time, the Group was also demanded to repay the Defendant of construction costs at RMB627,843. In the
opinion of the directors of the Company, the above case did not have any material impact on the Group's
consolidated financial statements for the year ended 31 December 2013 as the amount of construction
cost was included in other payables.

Subsequent to the report date, the Company appealed to the Court and requested it to commute by
requesting the Defendant to compensate the Company the original claim amount and to waive the
amount to be repaid to the Defendant.

EVENT AFTER THE REPORTING PERIOD

On 10 January 2014, the Company and /8X1%%& entered into a disposal agreement for the disposal of the
building at a total consideration of RMB68,000,000. The disposal transaction constitutes a major transaction
for the Company and approval from the shareholders of the Company has been granted on the extraordinary
general meeting of the Company held on 11 March 2014. The disposal was not completed as of the date of
approval of these consolidated financial statements. The detail of disposal has been set out on Note 15.
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Financial Summary

Year ended 31 December

2009 2010 2011 2012 2013
RMB RMB RMB RMB RMB
RESULTS
Revenue 195,410,138 68,469,673 50,886,381 46,569,471 25,189,899
(Loss) profit before tax (25,794,050)  (81,373,761)  (43,078,833) 9,688,840  (12,467,709)
Income tax (expense) credit (725,868) 1,008,690 600,000 2,715,121 (2,726,801)
(Loss) profit and total comprehensive (expense)
income for the year (26,519,918)  (80,365,071)  (42,478,833) 12,403,961 (15,194,510)
As at 31 December
2009 2010 2011 2012 2013
RMB RMB RMB RMB RMB
ASSETS AND LIABILITIES
Total assets 393,688,278 303,155,295 213,227,619 162,840,093 172,008,445

Total liabilities (267,783,271)

(257,615,359) (210,166,516)

(135,457,649)

(159,820,511)

Total equity 125,905,007

45,539,936 3,061,103

27,382,444

12,187,934
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