)
- Cybernaut
BEHSgERER

BERREREKRARLE
Cybernaut International Holdings Company Limited

(incorporated in the Cayman Islands with limited liability) ( FAEISFEE 7 7.2 R A F])
Stock Code &5 5% : 1020

Annual Report 2018 fF ¥



10
54
70

80

92

116

127

129

131

133

Corporate Information

Chairman’s Statement

Management Discussion and Analysis
Corporate Governance Report

Environmental, Social and Governance
Report

Directors and Senior Management
Report of the Directors
Independent Auditor’s Report

Consolidated Statement of
Profit or Loss and Other
Comprehensive Income

Consolidated Statement of
Financial Position

Consolidated Statement of
Changes in Equity

Consolidated Statement of
Cash Flows

10
54
70

80

92

116

127

129

131

133

Contents

H &%

LFRE

FRBEE
EREARES R
ERELRE

B dERELEE

EERERETERE
ETeHE
Ry
RERERAEM

REBRE
ReEMBEKAE

FeRcEDR

RERaRER




Corporate Information

DNEEHR

EXECUTIVE DIRECTORS

Mr. Zhu Min (Chairman)
Mr. Sin Kwok Wai Ronald
Mr. Lu Yongchao

Mr. Xu Yejun

NON-EXECUTIVE DIRECTORS

Mr. Chow Chi Wa
Ms. Yip Sum Yu

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tong Yiu On
Mr. Li Yik Sang
Mr. Cao Ke

CHIEF EXECUTIVE OFFICER

Dr. Wang Matthew Yang

COMPANY SECRETARY

Mr. Sin Kwok Wai Ronald

AUTHORISED REPRESENTATIVES

Mr. Sin Kwok Wai Ronald
Ms. Yip Sum Yu

AUDIT COMMITTEE

Mr. Tong Yiu On (Chairman)
Mr. Li Yik Sang
Mr. Cao Ke

REMUNERATION COMMITTEE

Mr. Cao Ke (Chairman)
Mr. Lu Yongchao

Mr. Tong Yiu On

Mr. Li Yik Sang

NOMINATION COMMITTEE

Mr. Lu Yongchao (Chairman)
Mr. Tong Yiu On

Mr. Li Yik Sang

Mr. Cao Ke

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman lIslands

Cybernaut International Holdings Company Limited

BHAEERZRERAT

BOTEE
RESEE ()
B SEE

B KRS A
BERLE
FHITESE

E RS A
Eimit

BIAFRTESE
iR At

FLAERSE
Brith

T RS
IHEL

LFHE
B SE A
sEaE

SHEEESEE
Emat

FREAE

ERREE (2/E)
FAERSE
BrinE

FHERE

BRELE (X/E)
B KRS A
ERL ST E
FLAERSE

REEAT

Bk E (£/F)
R
FZERSE
Britt

MM EE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman lIslands



HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Unit 1002, Capital Centre,
151 Gloucester Road,
Wanchai, Hong Kong

PRINCIPAL PLACE OF BUSINESS IN THE PRC

East Qingyuan Ave.
Yixing EDZ, Jiangsu
China 214200

CAYMAN ISLANDS PRINCIPAL SHARE
REGISTRAR AND TRANSFER OFFICE

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East
Hong Kong

AUDITOR

Elite Partners CPA Limited

LEGAL ADVISERS

Tang Tso & Lau
Michael Li & Co.

PRINCIPAL BANKERS
The Hongkong and Shanghai Banking Corporation Limited

China Citic Bank International Limited
Hang Seng Bank

COMPANY WEBSITE
www.cybernaut.com.hk

STOCK CODE

Stock Exchange of Hong Kong: 1020

Corporate Information

DNEEHR

HNFEERTFETEERME

BB BT
ETITE1515
BARAL1002FE

FEEFEEEME,
PEIES
BHELEREE

EIRABR
4E214200

FREHEREBFRERLRE

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111

Cayman lIslands

FERMBFRELESE

BEEEELARAA

aE

ERRER183H

A 22

4 L

HILEES MBS AR AR
EEERM

SRE B RADTT
FRIBEMEEH

FEERBIT
EELBELSRITARRAA]
REIRTT (BER) BRAR
fEAEIRTT

ACIEE
www.cybernaut.com.hk

B {7 £S5

EBBZAT 1 1020

Annual Report 2018
ZE-N\EFR



Chairman’s Statement

ERERES

Dear Shareholders,

On behalf of the Board of Directors (the “Board”) of Cybernaut
International Holdings Company Limited (“Cybernaut” or the
“Company”, together with its subsidiaries, collectively as the
“Group”), | am pleased to present the annual report of the
Group for the year ended 31 December 2018.

At the World Economic Forum in Davos, Switzerland in early
2019, the International Monetary Fund (IMF) managing director
Christine Lagarde commented on the new world economy
forecast that Britain’s messy divorce from the European Union
and ltaly’s ongoing financial struggles posed threats to the
growth in Europe. And the rising trade tensions pose a major
risk to the wider world economy under U.S. President Donald
Trump’s Administration, whilst the U.S. has imposed import
taxes on steel, aluminium and hundreds of Chinese products,
drawing retaliation from China and other U.S. trading partners.
Gita Gopinath, the IMF’s chief economist added, “Higher trade
uncertainty will further dampen investment and disrupt global
supply chains.”

In March 2018, the American economist Joseph Stiglitz said
at the China Development Forum 2018 in Beijing that even
if China changed its trade policies, it would not help resolve
Washington’s issue of the multilateral trade deficits as it was
a consequence of the U.S. macroeconomy. Besides, Premier
Li Kegiang outlined in his Government Work Report on March
5, 2018 that it was the right moment for the country’s rapid
development to increase the focus on high quality growth, and
the direction of development was not only forward but also
upward. And in fact, the landmark Belt and Road Initiative (BRI)
has gained greater impetus, with 67 countries partnered with
China to create a so-called new Silk Road.

Cybernaut International Holdings Company Limited
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On March 5, 2019 at the opening of the country’s annual
parliamentary meeting, the National People’s Congress of
China, Premier Li said that China must be prepared for a “tough
struggle” as the country faces a “grave and more complicated
environment.” He warned people that in pursuing economic
development, there would be greater risks and challenges
ahead for China, foreseeable and otherwise, that are greater
in number and size. His comment has reflected top officials’
maturity in accepting that China needs to stabilize growth in a
sustainable manner, instead of a rush of liquidity to the economy
as in previous downturns. During his address in the Congress,
Premier Li reiterated Beijing’s commitment to “safeguarding
economic globalization” and pledged to promote China-U.S.
trade negotiations while advancing negotiations on the other
trade agreements. The trade war between the two countries
have already involved various stages of import restrictions
and huge trade tariffs on hundreds of billions of dollars from
torpedoing the U.S.-China relationship to shaking the global
financial markets. China policy makers has stressed the need
for “investment to play a key role” in upgrading manufacturing,
5G technology, artificial intelligence and industrial internet
capacities. Moreover, they now see the Chinese economy facing
bigger downward pressures and an increasingly challenging
external environment. Premier Li said the official economic
growth target in 2019 will be between 6.0 to 6.5 per cent, in
line with many economists’ expectations, slower than last year.
Whereas most economists see the growth of China, the world’s
second-largest economy, slowing to 6.2 per cent in 2019
from 6.6 per cent in 2018, as the uncertainty over the trade
war couples with a decline in consumer confidence to dim the
outlook.
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China has made strides in cutting overcapacity in steel industry
and the green development is moving forward steadily in recent
years. China Iron and Steel Association (CISA) commented that
Chinese steel enterprises eliminated outdated capacity and
in their efforts to reduce pollution during the year 2018, had
not only stepping up their green efforts, but also becoming
global leaders in environmental protection technology and
equipment. Our PRC subsidiary engaged in the steel flow
control product manufacturing, faced with its harsh cut-throat
market competition was poorly performed; and the subsidiary
business was disposed in late 2018, pending for the completion
of settlement in April 2019.

During the year 2018, the Group’s total turnover was
approximately RMB238 million, and the total revenue from the
overseas markets was approximately RMB176 million, with the
revenue source mainly generated from the segment business
of electronic commerce (eCommerce) and internet education
services subsidiary. Considering the whole year 2018, the Hong
Kong economy grew by 3 per cent, less than the government’s
forecast of 3.2 per cent and after a 3.8 per cent expansion
recorded in 2017. For 2019, the Hong Kong government
expects the economy to grow between 2 to 3 per cent. In
February 2019, Mr. Paul Chan the Hong Kong’s Financial
Chief, said that the Hong Kong economy stalled in 2018 as
the ongoing China-U.S. trade dispute and retail woes dragged
down local business. Hinted at the ongoing trade negotiations
between the world’s top two economies, the U.S. and China,
he commented, “The external political and economic situation
remains unclear. Therefore, we repeatedly stress the need
to support enterprises, safeguard employment, stabilize the
economy and benefit people’s livelihoods.”
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BHAEERZRERAT

RIS EXPRBRERTED
RERAER  MEEERNOFOLRES
A - PEMETERERT  R_F—
NE - REIHE S RERERER - W
NI R - NMEME TRREE - &
RARFRE LR EBHZREGE - ]
e E 2L KR A f RO B P A B E
B SBARNMIEHSF - RERE - %M
BRAAEBENR-_Z-N\FELHE 1
—E-NFMATKIE -

RZTF—N\F AEENBEEFOBA
R¥23sB&E T MEBITSEELNE
WAL /AREI7T6BET - WARIRTS
TZEELBEFRBREBAHE REH
BRARMDERS - ZEREIR-_F—N\
FaF - FAKEERI%  KRBFM
TR EB.2%I H RN —F — L FHEH
B8WER - M_T—NEFME - BEK
R BRIER2%E3% - R _ZE—N
F-R - BAVBARARRXKELER
R ARPEXESHFTERTEERNE
BREAWER  BELBEE_T—/\FE
AR o BRI R RAL AR — xHE
hEZENFEE SHH - LR 5
HBUE MBI AN AR o Eit - A
REBFIFLE - RERE  BELHE
MEBRRENBEN] -



Chinese government has taken measures to regulate online
financial services like peer-to-peer (P2P) lending in a move of
restriction to reduce the financial risks associated with these
platforms in recent years. And at the frontiers of fintech, some
overseas financial corporations have even fully funded in some
Chinese P2P lending platforms, looking beyond the investment
on the platforms, and expand the multinational lending business
through these platform network to offer borrowers with loan
originations, investment products and marketplace lending
solutions in the different markets. Although the lending business
model of P2P is simple and easy to establish, Hong Kong
and mainland China are indeed two very different markets.
Hong Kong has a very comprehensive and timely regulatory
landscape, updated credit bureau database, well-developed
fraud detection system and regulated collection facilities, thus
help lending a highly competitive yet profitable business in the
Hong Kong market. Our subsidiary of money lending business
based in Hong Kong has continuously advised borrowers of
their risks of borrowing and with the prudent business strategy
it will continue to seize business opportunities on the increasing
demand for first-mortgage property loans with interest income
as its revenue source from the high net worth clients.

Today, technology is of no doubt that plays a huge role in
the growth of online markets. As Harvard Business Review
wrote, “Business leaders are scrambling to adjust to a world
few imagined possible just a few years ago. The myth of a
borderless world has come crashing down. Traditional pillars
of the open markets — the U.S. and the U.K. are wobbling,
and China is positioning itself as globalization’s staunchest
defender.” For now, the big idea is simple: the shadow of global
eCommerce looms too large to ignore. It is easy to observe
that the eCommerce traffic from mobile phones is increasing
significantly every year. Taking advantage of this trend, startups
and retail companies have started ramping up their online
presence, gearing up to meet the high demand expected to
flow in over the next few years. As long as the internet is used
as a medium for buying and selling, eCommerce will continue
to grow; and given all the advantages and conveniences the
platform offers, there is no doubt that eCommerce will continue
being an important part of our daily lives. During 2018, our
eCommerce subsidiary maintained steady sales through online
sales platforms and overseas strategic partnership networks,
despite the haze of trade threats and restrictions from the U.S.
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China today has a growing need to establish a healthy and
knowledge economy. With the adjustment of Chinese population
structure and consumption upgrade in domestic market,
education consumption has been playing an increasingly
important part in China’s household consumption, which allows
China’s education market to maintain the positive development
situation. Influencing factors such as policies, capital,
economic development, education philosophy, technological
innovation, talents, management and operation will address
new opportunities and challenges for future education market in
the new era. The China Ministry of Education has continuously
promoted the application of Information Technology (IT) to
advance education reforms and ensure equitable access to
education. From 2017 and onwards, the government has
promulgated policies regulating various prospects of education
to guide the informatization of the education industry; online
and technology-powered education remain the most sought
after area for investors. The online education investors in China
were rational and the operation in the market was developed
more healthily in 2018.

As the mobile internet booms in China, mobile smart phones
have become an extension of daily activities, including school
practices. Instead of announcing homework in class or handing
out notices to students in person, teachers are now dumping
assignments into WeChat groups designed to interact with
parents. Many teachers are keen to exercise their power
through these digital channels, asking parents to help students
with problem sets and even grade their homework. In early
2019, the Department of Education in China’s eastern province
of Zhejiang said in its education proposal that the teachers
should be banned from using WeChat, QQ or other mobile
apps to assign homework, or ask parents to grade students’
assignments. Actually, in October 2018 the China Ministry of
Education issued guidelines to direct teachers and schools to
take more responsibilities in teaching students rather than shift
the load onto the parents. The Ministry said, “Teachers should
be accountable for their job, treat teaching seriously, correct
homework with prudence and help students with care.” In fact,
not all schools in China has abused digital platforms to such
an extent. Besides, some education enterprises are integrating
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technologies through internet to provide better learning
paths for the students in China. During the year 2018, our
wholly-owned subsidiary in China, 82 & Huzhou Company
had the VIE Agreements arrangement fulfilled with REHKE
(db3) HERK AR AT Capital Wowxue (Beijing) Education
Technology Limited (A2 “Wowxue”). Wowxue in turn provided
high quality online education to its students through platforms
and softwares, and made the business performance from the
Huzhou subsidiary encouragingly bright with a positive growth
for the year 2018.

Facing the business challenges ahead, the Group will review
and implement proper strategy with due caution on the
business segment performances. We will make use of our
strength in different business markets to reward shareholders
with better business results and profitable outcome. Besides,
the management team will continue to seek for any potential
business investments and opportunities from time to time, so as
to diversify revenue stream sources and business developments.

Here | would like to thank all our staff for their dedication in
today’s challenging environment to meet the global market
fluctuations, and also our business partners and shareholders
for their ongoing support and trust over the years. Most of all,
we are always aiming at well-positioned all our businesses to
deliver further growth on our shareholder’s value.

Zhu Min
Chairman
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Management Discussion and Analysis
BEEENWED T

MARKET REVIEW

In 2018, the aftermath of the political and economic crises
and market fluctuation in United States of America and
Europe continued to affect the world economy, together with
the inherent fear of the unexpected terrorist attacks. Since
his presidency, Mr. Donald Trump has continuously used his
political and threatening economic measures of United States
to affect greatly the global economy; and his Administration on
international trade measures had declined most existing trade
cooperation with China and started the trade war between both
countries during the year 2018. Further, U.S. has continuously
boycotted China’s imports with heavy tariffs and exacerbated
the trade war with unreasonable terms of trade measures, so
leading the financial market more volatile worldwide.

Global and domestic headwinds impact China economy in
2018 and the trade war between China and the U.S. is the
main downside risk to the economic outlook of China. Premier
Li Kegiang has recently said in the press conference that the
Chinese economy is indeed encountering new downward
pressure and the Chinese government will not allow the
economic growth to slide below the reasonable range. It still
remains on the path of moderate expansion and the central
government has set a target year-on-year gross domestic
product (GDP) growth between 6 and 6.5 per cent for the
year 2019. And the National Bureau of Statistics of China
will centralize the checking and computation of the GDP of
provincial-level regions this year, and halt the conventional
practice of ranking the regions in terms of GDP size and GDP
growth rate. That shows the central authority of China has
switched its attention from the speed of economic growth to the
quality side in the country.
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According to the World Steel Association (worldsteel), the world
crude steel production reached approximately 1,808.6 million
tonnes (Mt) for the year 2018, up by 4.6 per cent compared
to the production in 2017. The National Bureau of Statistics
reported that China’s crude steel production in 2018 reached
approximately 928.3 Mt, up by 6.6 per cent on the 2017
production. China’s share of global crude steel production
increased from 50.3 per cent in 2017 to 51.3 per cent in 2018.

Throughout 2018, the Chinese government authorities tackled
excess steel production in the country through consolidation
and closed the inefficient and polluting factories. The China
National Development and Reform Commission said that
the steel industry still has a long way to go to achieve high-
quality development; and it is crucial for the industry to update,
transform and to have better growth in the competing global
market. During the year 2018, the government tight restrictions
and bans on low-quality steel production in the industry made
the competition fierce among the steel manufacturers in China.
The steel flow control product subsidiary of our Group was
closely related to the steel industry in China, therefore its
manufacturing business suffered from the adverse conditions
from the trade war between China and U.S. and was affected
heavily in its daily production, so making the business operation
performed unfavourably under the harsh market challenges in
2018.
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Peer-to-peer (P2P) lending in the U.S., by firms such as Prosper
Marketplace Inc. and LendingClub Corp., is but a drop in
the American investment ocean. In China, the operations of
P2P virtual lending platforms also called as social lending,
democratizes the money borrowing process, allowing anyone
to invest their savings by becoming a lender, and lowering the
barrier to entry for borrowers. The Chinese government has
been seeking methods to increase control over what has been a
largely unregulated business, being one part of a vast collection
of financial companies outside the traditional banking sector
known as shadow banks. However, the unruly behaviours of the
different types of P2P lending platforms including raising funds
by some people for their owners’ projects have caused lending
crash and platform collapses. In fact, the lending business
market in China has huge potential together with higher risks,
while the lending business in Hong Kong market are quite
distinctive to it. In 2018, the Hong Kong property market
continued its promising growth in terms of property price and
transaction; and the Hong Kong Government had restricted
the moneylenders to operate business in compliance with the
Money Lenders Ordinance and its additional licence restrictions.
Our subsidiary of money lending business has made all prudent
measures in its running, and complied with the government
advice that it has informed all its borrowers to be aware of the
risks of future increase in interest rate, and the implication of
the unstable and uncertain economic environment.
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There are a lot of business opportunities available to electronic
commerce (eCommerce) business. The eCommerce today
is growing rapidly worldwide with comparatively a greater
growth extent in Asia Pacific region and particularly in PRC.
The eCommerce industry is so hypercompetitive and needs to
have a highly efficient and speedy logistics in support to satisfy
the customers with security. EBay, the eCommerce giant has
already launched its guaranteed delivery program for shoppers
to their ordered items on its platform and this provides
shoppers with faster and more precise details on the delivery
dates of their purchase. However, for consumers, the most
practical innovation being adopted by eCommerce sites is the
social payment options through trusted, secure digital wallets
like Alipay, Apple Pay, and PayPal etc. These allow customers
to easily purchase a product without the hassle of manually
typing in credit card information, and reassure customers that
the eCommerce site is not fraudulent. By accepting these types
of payments, eCommerce becomes a truly trusted, frictionless
shopping experience. During 2018, our eCommerce subsidiary
had most of its eCommerce business trades through the eBay
platform and found that this platform, providing us safety
and precise delivery to customers even in remote areas, had
improved our expansion strategy and partnership plans in our
eCommerce business.

Information technology (IT) has been revolutionizing education
development over the past five years in PRC. The China Ministry
of Education has continuously promoted the application of IT
to advance education reforms and ensure equitable access to
education. Online education investors in China were rational
and the operation in the market was developed more healthily in
2018. In fact, the traditional brick and mortar education giants
have also stepped into the field. The top two Chinese education
firms listed on Nasdaq, TAL Education Group and New
Oriental Education, have invested in more than 100 companies
spanning online tutoring platforms, social apps and education
technologies.
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BUSINESS REVIEW

The Cybernaut Group comprises five segment revenue sources
from subsidiary groups engaged in the manufacture and sale of
advanced steel flow control products; in the manufacture and
sales of paper converting equipments; money lending business;
eCommerce business and internet online education services.

During the year 2018, the oversupply condition of the steel
market remained unresolved. The government restrictions on
low-quality steel production and inferior factory closures had
made the competition fierce among the steel manufacturers in
China. Our steel flow control product manufacturing plant had
strived painstakingly in the drastic cutthroat market competition
with others to secure market share while facing with various
structural adjustments and transformation needs in the industry.
Our subsidiary business was so adversely affected by the
market conditions, resulted in weak production with existing
capacity and under extremely high pressure to meet the harsh
market challenges and the trade war chain effects from the
United States.
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Time Credit Limited (TCL), the money lending business
subsidiary of the Cybernaut Group operated in Hong Kong
under the Money Lenders Ordinance (Chapter 163 of the Laws
of Hong Kong) had sound and effective business growth in
2018. Given that the Hong Kong government authority has
periodically advised borrowers to be aware of the risks of
increased interest rate and the implication of the unstable and
uncertain economic environment, TCL has taken all prudent
measures in its operation and market strategies. During the year
2018 under review, the subsidiary generated revenue mainly on
first-mortgage property loans to customers for them to meet
their long and short term financial needs. The loan portfolio of
this subsidiary contributed a steady income for the Cybernaut
Group with its high net worth customers in the clientele and it
has expanded market share with partnership alliance on sub-
mortgage arrangements. On 2 March 2018, TCL as the lender
entered into a loan agreement with the borrowers (independent
third party and not connected with the Company and its
connected persons) pursuant to which the lender had agreed
to grant a loan of HK$66 million to the borrowers for a term of
12 months. Granting such a loan to these borrowers under the
loan agreement constituted a discloseable transaction of the
Company under Chapter 14 of the Listing Rules. The borrowers
of this loan consist of two individuals and a limited company
whose principal activity is investment holding; and the loan is
fully secured by a first legal charge over certain properties in
Hong Kong. In compliance with the Money Lenders Ordinance,
TCL business also adopts the Code of Practice, published by
the Hong Kong S.A.R. Licensed Money Lenders Association
Ltd.(LMLA) in September 2018 that includes the additional new
and revised licensing conditions of Money Lenders Licence
and guidelines on disclosure of the existence of third parties by
intending borrower.
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The eCommerce industry in Asia Pacific has been
hypercompetitive, retailers are moving beyond competing on
price to competing on logistics, and are getting packages
to access more people with greater speed and security.
AliExpress, the B2C marketplace of Chinese giant Alibaba,
allows manufacturers to deal directly with end buyers all over
the world via a standardized eCommerce and logistics platform.
Our eCommerce business subsidiary with the trade name of
“VTZero” has kept close attention to the market trends and
successfully established different contact points and delivery
arrangements through strategic alliances with the local agents in
different countries including Europe and South America. In 2018,
the eCommerce subsidiary business had met the trends on
product sales and the market innovation in overseas markets. It
had continuously expanded its product-mix for sales with more
business sales on the second-handed and refurbished mobile
phones of good brand names.

Online education industry in China grew rapidly in 2018.
Our subsidiary business under VIE arrangement engaged in
online education business has provided our Group with great
opportunity to diversify business with high potential to generate
revenue stream. The segment of online education business
progressed well and achieved targeted return with increased
developments during the year 2018 under review. The Board
has monitored the online education industry trend in China
closely from time to time and enabled our segment development
plan in operation be strengthened with good resources.

Customer Base and Market Growth

In 2018, the steel flow control product manufacturing business
consolidated its customer base in the PRC market and remained
in operation with key supplier of the top steel manufacturers
in China, including Baosteel Group, Shougang Group, Hebei
Group and Wuhan Steel. During the year 2018, the business
operation was badly affected by the market conditions; and the
business company group was under disposal arrangement for
completion at the end of the year.
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In 2018, the major customers in the subsidiary business of
paper equipment manufacturing were Sout Aljazeera Factory
for Paper and Plastic Products and Great Wall Machinery &
Mfg. (Philips.), Inc., originated in Saudi Arabia and Philippines
respectively. And one of its client, Sout Aljazeera Factory for
Paper and Plastic Products, contributed 7% of its revenue in
the paper equipment business. The subsidiary will continue to
expand business in the Asian countries such as Philippines,
Indian and Korea and seek for other business opportunity to
explore revenue from other countries. The paper equipment
manufacturing business contributed more than 17% total
revenue of the Group in 2018.

During the year 2018, the money lending business had
diversified different clients in order to disperse the risk with
focus on first mortgage clients in order to minimize the risk of
the breach of contract. And its major clients are high net worth
clients and some Hong Kong listed companies with good loan
history. The money lending business contributed around 8%
total revenue of the Group in 2018.

Our eCommerce business was in high pressure and faced with
fierce competition in the fluctuated market under the trade war
effects between China and U.S. during the year 2018. Through
working with good eCommerce trade platforms had reduced
operation risks of the business with its majority of trade from
retail sale and the remaining from wholesale clients. And its
major customers were from USA, France and U.K. In future, the
business will adapt flexibly with market changes and branding
strategy so that customers will visit its website more regularly
and enhance customer loyalty in purchase. It will strive to
expand more eCommerce business in France, Germany and
Russia in order to capture more business opportunities and
market share. The eCommerce business contributed more than
64 % total revenue of the Group in 2018.
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With great IT support and resources allocated from the Group,
the online education business had achieved target growth and
expanded well in the industry since its acquisition in November
2017. The online education service business contributed more
than 10% total revenue of the Group in 2018.

During the year 2018, the global economy had great fluctuations
under the U.S. trade threats, tariffs and restrictions. The
management understands the importance of diversifying the
business customer base and market, and has devoted efforts
to further expand the overseas market with existing eCommerce
business. Going forward, the Group will continue to explore
business opportunities and seek for better market growth in the
remaining four operation segment business, after the completion
of the disposal of the steel flow product business.

FINANCIAL REVIEW

Revenue

Paper Converting Equipment and Other Relating Equipment

The revenue generated from paper converting equipment
business is quite stable. This segment contributed
approximately RMB41.8 million for the year ended 2018,
representing an increase of approximately 2.0% as compared
with the same period in 2017. (for the year ended 2017:

RMB41.0 million).

Money Lending

The revenue contributed by this business was approximately
RMB18.9 million for the year ended 2018 (for the year ended
2017: RMB15.8 million). The revenue increased of approximately
19.6% when comparing to previous year is mainly due to the
increase of lending interest rate.
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ECommerce

The revenue contributed by this business was approximately
RMB152.5 million for the year ended 2018 (for the year
ended 2017: RMB210.6 million). The revenue decreased by
approximately 27.6% is mainly due to less repeated orders
from customers of high margin products under the keen market
competition.

Internet Education Services

The revenue contributed by this business which was acquired
in November 2017 was approximately RMB24.6 million for
the year ended 2018. (for the period from 22 November to 31
December 2017: RMB4.1 million).

Cost of Sales/Service Rendered

The Group’s cost of sales mainly comprised costs of raw
materials, labour, depreciation and other direct costs of sales
and services rendered. During the year, the Group’s cost of
sales decreased by approximately 24.2% from RMB220.9
million (Re-presented) in 2017 to approximately RMB167.4
million in 2018.

Gross Profit

The Group experienced a gross profit of approximately
RMB70.4 million for the year ended 31 December 2018. For the
year ended 31 December 2017, the Group recorded a gross
profit of approximately RMB50.7 million (Re-presented). The
gross profit was mainly resulted from the effective cost control
in money lending and internet education services business.
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Impairment Loss

As the repayment ability of the paper equipment manufacturing
business improved in 2018, a reversal of an impairment loss for
trade receivables amounted to approximately RMB2.9 million
was recognised for the year ended 31 December 2018 (2017:
RMB2.1 million). No impairment loss on inventory of the paper
equipment manufacturing business was recognised in 2018
(2017: RMB4.1 million).

Selling and Distribution Costs

The Group’s selling and distribution costs comprised sales
commissions, sales staff costs and transportation costs.
During the year under review, its selling and distribution costs
amounted to approximately RMB3.7 million, representing a
same amount when comparing to previous year.

Administrative Expenses and Other Expenses

The Group’s administrative expenses and other expenses
increased by approximately 39.4% from approximately
RMB73.8 million (Re-presented) for year ended 31 December
2017 to approximately RMB102.9 million for the year ended 31
December 2018. The reason is mainly due to the amortization
of intangible asset of internet education services business.

Finance Costs

The Group’s finance costs were approximately RMB4.7 million
for the year ended 31 December 2018 (2017: RMB5.0 million).
The interest rate for bank loan was at a fixed interest rate of
5.22% per annum (2017: 5.22% per annum).
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Taxation

The PRC subsidiary of the Company engaged in internet online
education service provider successfully qualified the China’s
High and New-Technology Enterprise (HNTE) program and
obtained the Chinese High-tech Enterprise Certification (H[2
TR Il 4 2258 3%) in 2017. Consequently, the subsidiary is
entitled to the PRC Enterprise Income Tax (“EIT”) rate of 15%
until 2020 for the year under review.

Loss for the Year

As a result of the challenging conditions, the Group’s loss
(included the discontinued operations) for the year was
approximately RMB81.0 million, compared to approximately
RMB138.3 million for the previous year. The loss decreased
was mainly due to the effective cost control from the continuing
operations. The Group’s loss per share from continuing and
discontinued operations decreased from RMB3.49 cents for the
year ended 31 December 2017 to RMB2.02 cents in 2018.

Final Dividends

The Board does not recommend the payment of a final dividend
for year ended 31 December 2018 (2017: Nil).

Capital Structure, Liquidity and Financial Resources

As at 31 December 2018, the Group’s bank balances and cash
was approximately RMB138.6 million (2017: RMB194.0 million).

Total equity of the Group as at 31 December 2018 was
approximately RMB495.4 million (2017: RMB649.0 million). The
Group has an outstanding bank and other loan and promissory
notes of approximately RMB86.5 million and RMB199.5 million,
respectively as at 31 December 2018 (2017: RMB50.6 million
and RMB185.6 million).
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Material Acquisitions and Disposals of Subsidiaries and
Associated Companies

Following the Memorandum of Understanding (MOU)
announcement in relation to the potential disposal of the
Disposal Company by the Company made on 28 May 2018,
a major transaction disposal of 100% equity interest in a
subsidiary was announced on 1 August 2018. After the trading
hours on 1 August 2018, the Company (the “Vendor”) and the
Purchaser (being an Independent Third Party) entered into the
Agreement, pursuant to which the Purchaser has conditionally
agreed to purchase, and the Company has conditionally agreed
to sell, the Sale Shares at the Consideration of HK$82.8 million
in cash. The Sale Shares represents 100% of the issued share
capital of the Disposal Company (“Sinoref (BVI) Limited”).
Furthermore, there are consideration adjustments mentioned
in the Agreement-Consideration paragraph in the Agreement,
and the consideration is subject to on the Adjusted NAV of the
Disposal Group on completion. The Disposal Group is principally
engaged in the manufacture and sale of advanced steel flow
control products, and upon completion the Disposal Group will
cease to be subsidiaries of the Company. As one or more of the
applicable percentage ratios in respect of the Disposal reaches
or exceeds 25% but less than 75%, therefore the Disposal
constitutes a major transaction of the Company and is subject
to the notification, announcement and shareholders’ approval
requirements under Chapter 14 of the Listing Rules.

Save as disclosed above, the Company had no other material
acquisitions or disposals during the year.

Pledge of Assets

As at 31 December 2018, the Group pledged certain of its
buildings and leasehold land with aggregate net carrying value
of approximately RMBO.1 million (2017: RMBO0.4 million) as
collaterals for the bank loan granted to the Group. Gearing ratio
is calculated based on total debt at the end of the year divided
by total assets at the end of the year multiplied by 100%. As
at 31 December 2018, the gearing ratio of the Group was 25%
(2017: 19%).
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CONTINGENT CONSIDERATION AND
LIABILITIES

On 26 July 2017, the Company entered into the Share
Purchase Agreement (the “SPA”) with Cybernaut Education
Limited, a company which is owned as to 90% by Mr. Zhu
Ming, an executive director and a substantial shareholder
of the Company, (the “Vendor”). Pursuant to the SPA, the
consideration will be subject to adjust based on the net profit
after tax generating from operating activities (the “Net Profit”)
of the Cybernaut Technology International Limited and its
subsidiaries as shown in the audited consolidated financial
statements for:

()  the Net Profit for the six-month period ending 30 June
2018 shall not be less than HK$7.5 million;

(i)  the Net Profit for the six-month period ending 31
December 2018 shall not be less than HK$7.5 million;

(i)  the Net Profit for the six-month period ending 30 June
2019 shall not be less than HK$9 million; and

(iv) the Net Profit for the six-month period ending 31
December 2018 shall not be less than HK$9 million.

The fair value of the contingent consideration was determined
by an independent professional valuer not connected with the
Group based on Binomial Option Pricing Model. The fair value
as at 31 December 2018 was RMB108.4 million.

As at 31 December 2018, saved as disclosed in above, the
Group had not provided any form of guarantee for any company
outside the Group. The Group is not involved in any current
material legal proceedings, nor is the Group aware of any
pending or potential material legal proceedings involving the
Group.
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CONTRACTUAL AGREEMENTS

During the year ended 31 December 2017, certain business
activities of the Group which were/are categorised as
“restricted” business under the PRC laws and regulations have
been carried out by the Group through a series of contractual
arrangements (the “VIE Agreements”), and that happened at
the acquisition of Cybernaut Technology International Limited
(the “Project Company”) on 22 November 2017. The VIE
agreements are a series of agreements, including but not
limited to the Management Services Agreement, the Equity
Pledge Agreement, the Loan Agreement, the Irrevocable Option
Agreement, the Power of Attorney, the Undertaking Letters and
the Declaration Letters, executed for the purpose of establishing
the variable interest entity arrangement between Huzhou
Company and Wowxue, through which the financial results of
Wowxue are consolidated with the financial results of Huzhou
Company as “variable interest entity” (as defined in Hong Kong
and International Financial Reporting Standards). The VIE
business and VIE Agreements are disclosed in the circular dated
17 October 2017 and as below.

REASON FOR ENTERING INTO THE VIE
AGREEMENTS

Investing in the PRC by foreign investors is primarily regulated
by “ME R & E ¥ 15§ B # (20174 & 31) (the Guidance
Catalogue of Industries for Foreign Investment (2017 Revision)*)”
(the “Catalogue”), which was promulgated and is amended from
time to time jointly by the Ministry of Commerce of the PRC and
the National Development and Reform Commission. Pursuant
to the Catalogue, the value-added telecommunication services
related business of Wowxue is considered as “restricted”
under the categories of value-added telecommunication
services. Therefore, foreign investors can only operate value-
added telecommunication business in the PRC under joint
ventures with the foreign portion of the total investment and
hence shareholding below 50%. As Hong Kong Cybernaut,
the subsidiary of the Target Company, is the foreign investor of
Huzhou Company, it is not allowed to indirectly hold more than
50% equity interest in Wowxue through Huzhou Company or
directly hold more than 50% equity interest in Wowxue under
the PRC laws.

Cybernaut International Holdings Company Limited
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In light of the above, Huzhou Company, Wowxue and the
Registered Shareholders have entered into the VIE Agreements
on 31 August 2017 (as amended by supplemental agreements
dated 25 September 2017) for the Reorganisation in order to
enable the financial results, the entire economic benefits and
the risks of the businesses of Wowxue to flow into Huzhou
Company and to enable the Project Company to have indirect
control over Wowxue as contemplated under the Sale and
Purchase Agreement.

The Company agrees that it would unwind the VIE Agreements
as soon as the relevant laws and regulations allow the value-
added telecommunications business in the PRC to be operated
by foreign investors without adopting a VIE structure. However,
it is uncertain at this stage when the restrictions on foreign
ownership in value-added telecommunications businesses will
be lifted in the PRC. Under the Irrevocable Option Agreement,
the Registered Shareholders must return to Huzhou Company
or its nominee any consideration the Registered Shareholders
had received from Huzhou Company for the acquisition of the
equity interest in Wowxue.

Up to 31 December 2018 of this report and 29 March 2019
for approval of the annual financial results, the Group has
not encountered any interference or encumbrance from any
governing bodies in operating its business through Wowxue
under the VIE Agreements.

The PRC Legal Adviser has confirmed, among others, that (i)
the use of the VIE structure and the VIE Agreements do not
violate the relevant prevailing laws and regulations in the PRGC;
(i) the VIE Agreements would not be deemed as concealing
illegal intentions with a lawful form and void under the PRC
contract law; and (iiij save for the clause providing that the
arbitration tribunal may award injunctive relief or winding up
orders and that the courts in Hong Kong, the Cayman Islands
and the PRC may grant temporary injunctive relief or other
temporary remedies, which may not be enforceable under PRC
law, the VIE Agreements are enforceable under the laws of the
PRC. Based on the above, the Directors believe that the VIE
Agreements conferring significant control and economic benefits
from Wowxue to the Target Company are enforceable under the
relevant laws and regulations.
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INFORMATION OF THE VIE AGREEMENTS
The VIE Agreements
(1) Management Services Agreement
Date : 31 August 2017
Parties (1) Wowxue;
(2)  Huzhou Company; and
(3) The Registered Shareholders.

Scope of ' Huzhou Company shall provide investment
services advice, planning and other business
advice on the operation and technical
services of Wowxue in accordance with
the requirements of Wowxue. Huzhou
Company shall participate and assist in
the management of the project operation
and complete the management consulting
service in time and submit the relevant
management consulting report within
the time limit required by Wowxue, and
provide the required technical services.
Such services include but not limited to
the following:

() to select and facilitate the
employment of qualified persons and
experts in respect of the businesses
of Wowxue in internet education
information services and teacher
qualifications, and to provide the
required or appropriate training to
the managers, department heads,
administration staff and accounting
staff and all other employees of
Wowxue;
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provide strategic advice, from time to
time, on the negotiation and signing
of contract(s) which is/are required or
in connection with the daily operation
and business of Wowxue;

formulate rules, regulations,
internal control policies, risk control
management systems, standards
administration, accounting, budget,
marketing, human resources and
operating policies, as well as the
practices which are relevant to or
affecting the business of Wowxue,
and assist Wowxue in the effective
implementation of relevant policies
and practices;

to plan, prepare, as well as provide
public relations services and promote
activities for Wowxue and to assist
Wowxue to enter into contract(s)
with third parties for businesses such
as internet education information
services and certification of teachers’
qualification;

from time to time or at the request of
Wowxue to review and improve the
operation of Wowxue;

in general, to perform all reasonable
and necessary actions in relation to
Wowxue’s business operations in an
effective and appropriate manner;

(i)

(i)

(iv)

(vi)
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Fee

Guarantee

(vii) on behalf of Wowxue, to make
investments related to its business
scope,
subsidiaries and make decisions on

establish branches,

merger and acquisitions;

(vii) to provide Wowxue with the global
market information, market research
data and analysis on internet
education information services and
certification of teachers’ qualification;
and

(ix) to provide investment advice,
planning and other business
advice on the operation and
project investment of Wowxue,
and to participate and assist in the
management of project operations in
accordance with the requirements of
Wowxue.

Wowxue shall make provisions for and
pay management and consultancy fees
to Huzhou Company on an annual basis,
which shall be equivalent to the total
income of Wowxue minus all relevant
costs, expenses and taxes payable by
Wowxue. If there is a loss in a given
year, then no provisions for the said
management and consultancy fees would
be required for the year until Wowxue
records a surplus.

The Registered Shareholders have pledged
their holding of 100% of the equity interest
in Wowxue to guarantee Wowxue to fulfill
its obligations under the Management
Services Agreement.

Cybernaut International Holdings Company Limited
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A term of ten years from the date of
signing of the Management Services
Agreement. Upon the expiry of each
term, Huzhou Company is entitled at its
sole and absolute discretion to renew
the Management Services Agreement
for a further term of ten years for each
renewal. Wowxue and the Registered
Shareholders are not entitled to terminate
the Management Services Agreement
during the term of such agreement.
Huzhou Company is entitled to terminate
the Management Services Agreement by
giving thirty days of prior notice in writing
to Wowxue.

(2) Irrevocable Option Agreement

Date

Parties

Subject
Term

31 August 2017 (as amended by a
supplemental agreement dated 25
September 2017)

(1)  Wowxue;

(2)  Huzhou Company; and

(3)  The Registered Shareholders.

()  Wowxue and the Registered
Shareholders irrevocably grant
the right to Huzhou Company to
purchase the entire equity interest in
Wowxue for no consideration or, if
nil consideration for purchasing the
entire equity interest in Wowxue by
Huzhou Company is unacceptable
by relevant local regulations or
government departments, at such
consideration will be determined by
Huzhou Company. The Registered
Shareholders must return to Huzhou
Company or its nominee any
consideration that the Registered
Shareholders had received from
Huzhou Company for the acquisition
of the equity interest in Wowxue;
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(i

(i)

(iv)

Huzhou Company shall also have
the right at its discretion to direct
Wowxue and the Registered
Shareholders to transfer the equity
interest in Wowxue to a third party
designated or arranged by Huzhou
Company at no consideration or, if
nil consideration for purchasing the
entire equity interest in Wowxue by
a third party designated or arranged
by Huzhou Company is unacceptable
by relevant local regulations or
government departments, at such
consideration will be determined by
Huzhou Company. The Registered
Shareholders must return to Huzhou
Company or its nominee any
consideration that the Registered
Shareholders had received from
Huzhou Company for the acquisition
of the equity interest in Wowxue;

Huzhou Company may at any
time by way of serving a notice of
purchase (including by telephone,
e-mail, telegraph) to Wowxue and the
Registered Shareholders in order to
exercise the option to purchase the
equity interest in Wowxue;

Wowxue and the Registered
Shareholders shall notify Huzhou
Company by way of written notice
in the event of a divorce, major
diseases, insolvency (including but
not limited to being prosecuted),
bankruptcy, dissolution or
deregistration, etc., which may
potentially affect their holding of
equity interest in Wowxue;

Cybernaut International Holdings Company Limited
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If any Registered Shareholders
by reason of divorce, insolvency,
death, bankruptcy, dissolution,
deregistration, etc, may lead to their
equity interest in Wowxue being
inherited or transferred to other
third party(ies) (including but not
limited to their spouse, heir, creditor,
etc.), and in the event that Huzhou
Company decided not to exercise
the option set out in paragraphs (i)
and (i) above, the other Registered
Shareholders shall exercise their right
of first refusal to acquire the relevant
equity interest in Wowxue such
that the party who had exercised
the right of first of refusal shall be
subject to the obligations under the
Management Services Agreement,
the Irrevocable Option Agreement,
the Loan Agreement and the Equity
Pledge Agreement; and

Wowxue and the Registered
Shareholders have covenanted,
among others, that:

(@ without the prior written
consent of Huzhou Company,
they shall not sell, transfer,
mortgage, dispose of by way of
gift or dispose of in any other
manner any equity interest in
Wowxue or create any security
interest in such equity interest;

V)

(vi)
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(b) without the prior written
consent of Huzhou Company,
Wowxue shall not enter into
any transaction (except in the
ordinary course of business)
that may cause any material
changes to its assets, liabilities,
operations, shareholders’
interests or other legal interests;
and

(c) they shall not in any manner
supplement or amend the
articles of association of
Wowxue to the extent that
it may cause any material
changes to the assets,
liabilities, operations,
shareholders’ interests or other
legal interests of Wowxue.

Term . The exercise period of the option shall
remain in effect indefinitely as permitted
by the law and/or until Huzhou Company
having exercised such option.

Cybernaut International Holdings Company Limited
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Loan Agreement
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31 August 2017 (as amended by a

supplemental agreement dated 25
September 2017)

Date

Parties (1)
@)

Subject ()

(i

Huzhou Company; and

The Registered Shareholders.

Subject to the operational needs
of Wowxue, Huzhou Company
may at its discretion, from time to
time, provide an interest free loan
to the Registered Shareholders by
way of entrusted bank loans or by
other legal ways. The amount and
conditions of the loan, if provided,
shall be determined by Huzhou
Company at its sole discretion, and
such loan shall be used as the paid
in capital of Wowxue.

Formal loan agreement(s), entrusted
loan agreement(s) or other relevant
agreement(s) shall be entered into
between Huzhou Company, the
Registered Shareholders, and other
relevant parties according to the
actual situation.

(3)
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4

Interest

Term

Non-interest bearing

In the event of any of the following
circumstances, the loan will expire and the
Registered Shareholders shall repay the
loan at the request of Huzhou Company:

()  Wowxue having filed for or having
been subject to bankruptcy
petition, bankruptcy reorganization,
bankruptcy liquidation or winding up
petition; and

(i)  Huzhou Company having fully
exercised its right to purchase the
entire equity interest in Wowxue in
accordance with the Irrevocable
Option Agreement.

Equity Pledge Agreement

Date

Parties

Subject

Term

31 August 2017

(1) Wowxue;

(2)  Huzhou Company; and

(3) The Registered Shareholders.

The Registered Shareholders
unconditionally and irrevocable agreed to
pledge all the equity interest in Wowxue
that they own (including any interest
or dividend paid for such shares) to
Huzhou Company as a security for the
performance of the obligations by Wowxue
and the Registered Shareholders under the
Management Services Agreement.

The pledge shall remain valid until
Wowxue and the Registered Shareholders
unconditionally and irrevocably fulfilled all
the obligations (including, but not limited
to, the settlement and/or the payment of
the service charge, liquidated damages (if
any), etc.) under the Management Services
Agreement.

Cybernaut International Holdings Company Limited
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Power of Attorney

Date

Parties

Subject

Term

31 August 2017
(1) Huzhou Company; and

(2) The directors of Wowxue, the
Registered Shareholders or the legal
representative of Wowxue

Pursuant to the Power of Attorney, the
directors of Wowxue, the Registered
Shareholders and the legal representative
of Wowxue have irrevocably appointed
Huzhou Company as its/their attorney-
in-fact to (i) exercise all the directors’
rights, shareholders’ rights and legal
representative’s rights (as the case may
be) including but not limited to passing
of board resolutions and shareholders’
resolutions as well as the right to
appoint or remove the directors, legal
representative, general manager and
other senior management of Wowxue;
(i) sign on their behalf all the documents
necessary to give effect to the VIE
Agreements; (iii) exercise all the rights
and powers under the Equity Pledge
Agreement and the right to deal with
the assets of Wowxue; and (iv) submit
documents to the competent company
registration authorities of Wowxue or other
relevant authorities for filing purpose.
As confirmed by Huzhou Company, the
authorizations under the Power of Attorney
will be granted to the relevant officers/
management of Huzhou Company who are
third parties independent to the Registered
Shareholders and their associates.

From the date of the Power of Attorney to
the earlier of the revocation or termination
of each of the Management Services
Agreement, Irrevocable Option Agreement,
Loan Agreement and Equity Pledge
Agreement
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(6)

Undertaking Letters

Date

Parties

Subject

31 August 2017 (as amended by a
supplemental letter dated 25 September
2017)

(1) Huzhou Company; and

(2) The directors of Wowxue, the
Registered Shareholders and the
legal representative of Wowxue

Pursuant to the Undertaking Letters,
the directors of Wowxue, the Registered
Shareholders and the legal representative
of Wowxue, irrevocably undertake that:
(i) they will act in accordance with the
instructions of Huzhou Company upon the
exercise of the powers of the directors of
Wowxue, the power of the shareholders
of Wowxue and the power of the legal
representative of Wowxue respectively;
and (ii) each of the directors of Wowxue,
each of the Registered Shareholders of
Wowxue and the legal representative
of Wowxue has also undertaken not to
compete with the business operating by
Wowxue.
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Declaration Letters

Date

Parties

Subject

31 August 2017

(1)  Zhao Yingming “YM Zhao” and his
spouse; and

(2) Zhao Yingyong “YY Zhao” and his
spouse

pursuant to the Declaration Letters,
YM Zhao and his spouse, and YY Zhao
and his spouse irrevocably declare that,
among other things, (i) acknowledge that
all the equity interests held by YM Zhao
and YY Zhao in the Wowxue do not form
part of their matrimonial property and YM
Zhao and YY Zhao are entitled to sign
and fulfill the VIE Agreements personally;
and (i) the spouse of YM Zhao and YY
Zhao undertake that if they get a divorce,
they will not claim the relevant equity in
the Wowxue by any way, including but
not limited to the equity of distribution
of profits, acquiring residual properties
upon liquidation of Wowxue, investment
and incorporation of branch offices and
subsidiaries.
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Protection of the interest and assets of Wowxue

The Management Services Agreement, Irrevocable Option
Agreement, Loan Agreement, Equity Pledge Agreement, and
the Undertaking Letters include a provision that each agreement
is binding on the successors and permitted assignees of the
respective parties. In the event of death, bankruptcy or divorce
of any party of the Registered Shareholders, Huzhou Company
may exercise its option under the Irrevocable Option Agreement
to replace the relevant party of the Registered Shareholders,
thus protecting the interest of the Group and allowing Huzhou
Company to enforce its rights under the VIE Agreements against
the successors and permitted assignees of the shareholders of
Wowxue.

In order to have effective control over and to safeguard the
assets of Wowxue, the VIE Agreements provide that, without the
prior written consent of Huzhou Company, Wowxue shall not, in
any form, dispose of significant assets (including but not limited
to any significant customer resources, fixed assets, trademarks,
technical knowhow or other intellectual property rights and/
or other equity interests or similar interests held by Wowxue),
operating rights and/or dispose of all or part of its business
(including sale, replacement, mortgage or disposal in any other
ways), with respect to it and/or its subsidiaries (if any).

The VIE Agreements also provide that, without the prior written
consent of Huzhou Company, () Wowxue shall not increase
or decrease the registered capital or accept any investment
or capital increase from the Registered Shareholders or any
third parties to Wowxue or change the form of the company or
make any major adjustments regarding carrying out liquidation
or dissolution; or the business scope, mode, profit model,
marketing strategy, business policy or customer relationship;
(i) Wowxue and/or its subsidiaries shall not enter into any
partnership or joint venture or profit sharing arrangement with
any third parties, or any other arrangements for the transfer of
benefits or profit sharing in the form of royalties, service fees or
consultancy fees; and (i) Wowxue shall not declare or distribute
dividends, dividends or any other interests to its shareholders,
including the after-tax profits that Wowxue has not yet allocated
before the commencement of the VIE Agreements.
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Since the completion to acquire the Project Company on 22
November 2017, there were no changes in the VIE structure up
to 31 December 2018. The Board will review the VIE structure
regularly and determine if the Group encounters any issues in
safeguarding its assets held through the VIE Agreements. If
any major issues or difficulties arise in doing so, the Board will
engage legal advisers and/or other professionals to assist the
Group to tackle such issues or difficulties.

Financial information of Wowxue

Under the VIE Agreements, Wowxue is accounted for as a
consolidated structured entity that as a subsidiary of the Group.
For the year ended 31 December 2018, Wowxue recognised
total revenue of RMB24,571,000; profit of RMB15,458,000 and
Total assets of RMB45,525,000.

VIE Agreements confer economic benefits on Huzhou
Company from Wowxue

The VIE Agreements confer upon the Group the right to enjoy all
the economic benefit of Wowxue by the Management Services
Agreement under which Wowxue will pay Huzhou Company
the management and consultancy fees equivalent to the total
income of Wowxue minus all relevant costs, expenses and taxes
payable by Wowxue.
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VIE Agreements confer control from Wowxue to Huzhou
Company

The VIE Agreements confer upon the Group sufficient
control over the board and daily operations of Wowxue. The
appointment of directors of Wowxue is subject to Huzhou
Company being satisfied of the director ‘s qualification and
requires the explicit consent of Huzhou Company. If Huzhou
Company is dissatisfied with the performance of the director(s)
of Wowxue and proposes to remove such director(s), Wowxue
shall remove such person(s) as director(s) upon Huzhou
Company’s proposal. Also, Wowxue agreed with Huzhou
Company that Wowxue will, and its shareholders will cause
Wowxue to, accept proposals put forward by Huzhou Company
relating to the daily operations of Wowxue and employment of
staff, operate all business of Wowxue in the ordinary course
of business and refrain from any action or omission that may
adversely affect the business of Wowxue.

Moreover, under the Management Services Agreement,
Huzhou Company will formulate rules, regulations, internal
control policies, risk control management systems, standards
administration, accounting, budget, marketing, human resources
and operating policies, as well as the practices which relevant
to or affecting the business of Wowxue, and assist Wowxue in
the effective implementation of relevant policies and practices.

Furthermore, as a general housekeeping rule, Huzhou Company
will have the custody of the constitutional items of Wowxue,
including the company chop and seal. At the request of
Huzhou Company, Wowxue will provide it with the relevant
legal documents and other information on Wowxue’s business
operation.
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RISKS AND LIMITATIONS RELATING TO THE AR F & KRS 10 R ad R B R
VIE AGREEMENTS PR 1

Economic risks of the Company

Huzhou Company, as the primary beneficiary of Wowxue,
is not obligated under any of the VIE Agreements to share
the losses of Wowxue or provide financial support to
Wowxue. Moreover, as a limited liability company, Wowxue
is solely liable for its own debts and losses. As advised
by the PRC Legal Adviser, the PRC laws and regulations
do not expressly require Huzhou Company to share the
losses of Wowxue or provide financial support to Wowxue.

Limitations in exercising the option to acquire
ownership in Wowxue

In the case that Huzhou Company exercises its options to
acquire all or part of the equity interest in Wowxue under
the Irrevocable Option Agreement, the acquisition of the
entire equity interests in Wowxue may only be conducted
to the extent as permitted by the applicable PRC laws
and may be subject to necessary approvals and relevant
procedures under applicable PRC laws.

Further, a substantial amount of other costs (if any),
expenses and time may be involved in transferring the
ownership of Wowxue, which may have a material adverse
impact on Huzhou Company’s businesses, prospects and
results of operation.

Huzhou Company may need to pay a substantial
amount of enterprise income tax for the income from the
ownership transfer according to the Irrevocable Option
Agreement.
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Arrangements when potential conflicts of interest arise

Huzhou Company shall rely on the VIE Agreements
to exercise control over and to draw the economic
benefits from Wowxue. Huzhou Company may not be
able to provide sufficient incentives to the Registered
Shareholders for the purpose of encouraging it/them to
act in the best interests of Wowxue, other than stipulating
the relevant obligations in the VIE Agreements. The
Registered Shareholders may breach the VIE Agreements
in the event of conflicts of interest or deterioration of its/
their relationship with Huzhou Company, the results of
which may have a material adverse impact on Huzhou
Company’s business, prospects and results of operation.

It is not assured that if conflicts arise, the Registered
Shareholders will act in the best interests of Huzhou
Company or that the conflicts will be resolved in favour of
Huzhou Company. If any of the Registered Shareholders
fail to perform its obligations under the respective VIE
Agreements, Huzhou Company may have to rely on legal
remedies under the PRC laws through legal proceedings,
which may be expensive, time-consuming and disruptive
to Huzhou Company’s operations and will be subject to
uncertainties as discussed above.

Other risks relating to the VIE Agreements

Firstly, despite (i) there is currently no indication that the
VIE Agreements will be interfered or objected by any PRC
regulatory authorities; and (i) the PRC Legal Adviser is
of the view that the VIE Agreements do not violate any
prevailing PRC laws or regulations, uncertainties still
exist regarding the interpretation and application of the
PRC laws and regulations especially in the area of value-
added telecommunications business. For instance, the
PRC regulatory authorities may issue further guidelines
that impose stricter foreign ownership requirements in that
area of business. Given the uncertain legal and business
environment in the PRC, it is difficult to foresee whether
the PRC regulatory authorities will take the same view
regarding the VIE Agreements as the PRC Legal Adviser in
the future.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

HRBENSERB 2R

MM DB K EEAENEE B IHE
17168 ¥ I 42 Jo B 0K 8 b BV 7 A
@ RAENEERBREMTAZ
BRABEEN BN AR AR EER
HEERRRRIARE 2 HENETT
EMAECBRREHEANE - &
R ATRE N B IR M SR B R B
HEGHMN A B 2 BEBERERA
BEANSEBHE HERTEHMN
MARZER AR REEREE
HEATNEE -

BMARELRLEFRE - BLBR
LM AR Z REFN ST ERE
TR A E AN & R B A 2 75 R
R o HEMBLCRRAEETER
EUENSERWHER N 2EET
WM R BRI BE R B BR R AMKRE
REDERR T ZARER U A8

SHE - BERDEHMNARZE
B HFBEE R & XATaT a2 T H
MR -

FRTENSERHRNEMERE
B BENVESILETRETR

EAPEEE RS T ARG
BENBERGE  R()FBOXEE
AR5 AIZFNSERREY T E
RAEMBITNHBEERIOER - &
BERZEZANRERERDFEED
BEMN  HHIEREEEEEHAE
o fln - hEEERBREE —
FRMES  BUEBBEEBRE
REBOIINERBERTE - ERF
BeERREERBEFETHAR
= HNBATEEEMERKRS
BRI EMNEERIHR AT BEIAR
BEEHERRER -



=

Management Discussion and Analysis
BEEENWED T

On 19 January 2015, the Ministry of Commerce of the PRC
published the draft PRC Foreign Investment Law (% AR
HAMBEINE IR E R (EEEKE RR)) and the Explanation on
the draft PRC Foreign Investment Law (B87 (i #E A RHEFIE
SNEIHR B A (BERBOKE RR)) 89 8A) (collectively the “Draft
Law”) pursuant to which foreign companies gaining control over
domestic companies via contractual arrangements such as the
VIE Agreements will be regarded as foreign investments and will
be governed by the Draft Law when it is adopted and becomes
law. The PRC Legal Adviser is of the view that the Draft Law is
currently in consultation stage and has not yet been effective or
legally binding. As there are uncertainties on the final content
and interpretations of the Draft Law, there is no assurance that
the VIE Agreements will comply with the Draft Law when it is
adopted and becomes law.

Secondly, the VIE Agreements may not provide control as
effective as direct ownership. Huzhou Company does not
have any direct equity ownership in Wowxue and has relied on
the VIE Agreements to effect changes in the management of
Wowxue and make an impact on its business decision making,
as opposed to exercising its rights directly as a shareholder. If
Wowxue or its shareholders refuse to cooperate, the Company
will face difficulties in effecting control over Wowxue’s operation
of business through the VIE structure, which may adversely
affect the Company’s business efficiency.
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Thirdly, according to the Regulations on the Administration of
Foreign-invested Telecommunication Enterprises (2016 Revision)
GINEREEEDEEIRHET(20161£5])) (the “FITE Regulations”),
which were promulgated by the State Council of the PRC on
11 December 2001, and amended on 10 September 2008
and 6 February 2016, it requires a foreign investor who invests
in a value-added telecommunications business in the PRC
must possess prior experience in operating value-added
telecommunications businesses and a proven track record of
business operations overseas (the “Qualification Requirement”).
Currently, none of the applicable PRC laws, regulations
or rules provides clear guidance or interpretation on the
Qualification Requirement. Despite the lack of clear guidance or
interpretation on the Qualification Requirements, the Company
intends to acquire the entire equity interests in the Wowxue
when the PRC laws allow foreign investors to invest in value-
added telecommunications business in the PRC. The Group
plans to take steps to build up its track record of overseas
value-added telecommunications business operations in an
attempt to comply with the Qualifications Requirements, i.e., to
establish overseas office in Hong Kong and to register a certain
number of domain names outside of the PRC for conducting
operation of websites and other businesses in relation to value-
added telecommunication services in Hong Kong in coming one
to three years, so as to be qualified to acquire the entire equity
interests in the Wowxue when the relevant PRC laws allow
foreign investors to invest and to hold a majority interest in
value-added telecommunications enterprises in PRC. However,
there is a risk that when the restrictions on foreign ownership
in value-added telecommunications businesses are lifted in the
PRC, Huzhou Company may still be required to unwind the
VIE Agreements before Huzhou Company’s foreign investor
Hong Kong Cybernaut is in a position to fully comply with the
Qualification Requirement. Therefore, there is no guarantee that
the steps taken will be sufficient to enable Huzhou Company to
ultimately acquire the ownership in Wowxue.
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Fourthly, the VIE Agreements may be subject to scrutiny by
the tax authorities and additional tax may be imposed. Under
the Management Services Agreement, Wowxue is required to
pay Huzhou Company management and consultancy fees for
the services rendered by Huzhou Company. Such service fee
payments between related parties may be subject to scrutiny or
challenge by the PRC tax authorities within ten years after the
taxable year when such transactions are conducted.

Fifthly, the VIE Agreements are governed by the PRC laws.
When a dispute arises under any of the VIE Agreements, the
parties to the dispute may have to rely on legal remedies under
the PRC laws. The VIE Agreements provide that dispute will
be submitted to the South China International Economic and
Trade Arbitration Commission CEFBIBRACEE S HEZEE®) for
arbitration to be conducted in Shenzhen. The decision of such
arbitration is final and binding on the parties to the dispute.

Since the legal environment in the PRC is different from that
in Hong Kong and other jurisdictions, the uncertainties in the
PRC legal system could limit the ability of Huzhou Company to
enforce the VIE Agreements. There is no assurance that such
arbitration result will be in favour of Huzhou Company and/
or that there will not be any difficulties in enforcing any arbitral
awards granted, including specific performance or injunctive
relief and claiming damages by Huzhou Company. As Huzhou
Company may not be able to obtain sufficient remedies in a
timely manner, its ability to exert effective control over Wowxue
and the conduct of the value-added telecommunication
business could be materially and adversely affected, and may
disrupt the business of Huzhou Company and have a material
adverse impact on Huzhou Company’s business, prospects and
results of operation.
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Lastly, the VIE Agreements provide that the arbitration tribunal
may award remedies over the equity interests or assets of
Wowxue or injunctive relief (e.g. for the conduct of business
or to compel the transfer of assets) or order the winding up of
Wowxue. The VIE Agreements also include a clause in relation
to dispute resolution among the parties where, when awaiting
the formation of the arbitration tribunal or otherwise under
appropriate conditions, the parties thereto may seek temporary
injunctive relief or other temporary remedies from the courts in
Hong Kong, Cayman Islands, the PRC and the location where
the principal assets of the Company and Wowxue are located.

However, the PRC Legal Adviser is of the view that pursuant
to the PRC laws, the arbitration tribunal may have no power
to grant the aforementioned remedies or injunctive relief or to
order the winding up of Wowxue. In addition, even though the
VIE Agreements provide that overseas courts (e.g. courts in
Hong Kong and Cayman Islands) shall have the power to grant
certain relief or remedies, such relief or remedies may not be
recognised or enforced under the PRC laws. As a result, in the
event that Wowxue or the Registered Shareholders breaches
the terms of the VIE Agreements, the Company may not be able
to obtain sufficient remedies in a timely manner, and its ability
to exert effective control over Wowxue could be materially and
adversely affected. Huzhou Company does not maintain any
insurance to cover the risks relating to the VIE Agreements.

The Board will continue to review the VIE Structure regularly and
determine if the Group encounters any issues in safeguarding its
assets held through the VIE Agreements. If any major issues or
difficulties arise in doing so, the Board will continue to engage
legal advisers and/or other professionals to assist the Group
to tackle such issues or difficulties. Up to 31 December 2018,
the Group does not maintain any insurance to cover the risks
relating to the VIE Agreements.

Despite the above, as advised by the PRC legal advisers to
the Company, the VIE Structure is in compliance with and, to
the extent governed by the PRC laws currently in force, are
enforceable under, the current PRC laws. The Company will
continue to monitor the relevant PRC laws and regulations
relevant to the VIE Structure and will take all necessary actions
to protect the Company’s interest in the Structured Entity.
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UNWINDING OF THE VIE AGREEMENT

Up to 31 December 2018, none of the VIE Agreements has
been unwound as none of the restrictions that led to the
adoption of VIE Agreements has been removed.

HUMAN RESOURCES AND STAFF
REMUNERATION

As at 31 December 2018, the Group had about 445 staff
members employed in mainland China and Hong Kong (2017:
459). Total staff costs for the year were approximately RMB30.7
million (2017: RMB39.4 million (Re-presented)). During the
year, the Group continued to reinforce the training to its staff
by providing training and study opportunities for management
staff and professional technicians. In addition, the Group has
provided a timely update to all staff about the latest government
policies of the industry to continuously enhance the professional
standard and quality of the staff.

Meanwhile, the Group has provided competitive remuneration
for staff which encourages them to commit themselves and
serve customers wholeheartedly. The Group operates share
option scheme for the purpose to provide incentives and
rewards to eligible directors and employees of the Group
who contribute to the success of the Group’s operations. The
Group granted 80 million share options to its eligible employees
during the financial year as announced on 13 January 2016.
The remuneration payable to the senior management of the
Company (excluding Directors and Chief Executive Officer)
for the year ended 31 December 2018 was determined with
reference to their position, responsibilities and experience and
prevailing market condition.
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PROSPECTS

At the World Economic Forum in Davos, Switzerland in early
2019, the International Monetary Fund (IMF) managing director,
Christine Lagarde presented the new forecast that the world
economy is growing more slowly than expected and risks are
rising, after the solid expansion in the past two years. The IMF
has cut its forecast for the world economic growth in 2019,
citing heightened trade tensions and rising interest rates in the
United States. The escalating trade war with the United States
will drag on the world’s second-largest economy — the Chinese
economy; and the IMF expects that the Chinese economic
growth in 2019 be 6.2 per cent, down from 6.6 per cent in
2018 and the slowest growth since 1990. Besides, the IMF
lowers its forecast that growth in emerging-market countries will
slow to 4.5 per cent from 4.6 per cent in 2018.

New development targets and government incentives on China
economy for 2019 are released in the China government work
report for review during the annual sessions of the top legislative
and political advisory bodies; the country itself seeks for more
economic transformation towards high-quality development and
the Belt and Road Initiative from China has also offered Chinese
companies in different industries to establish partnership with
downstream companies in the related countries and regions.

Since March 2018, Donald Trump’s Administration had pledged
to renew the U.S. infrastructure coupled with the high impact
of import restrictions and tariffs against steel and aluminium
from overseas countries and particularly from China inhibited
the world steel market and caused more market fluctuation
in the global economic activity. In China, Premier Li Kegiang
has called on all countries to safeguard free trade by boosting
trade liberalization and facilitating investment, in efforts to fight
the unreasonable rising protectionism in the U.S. And he has
also commented that China will not use large-scale quantitative
easing to bolster the economy and instead will boost market
vitality through measures such as tax and fee cuts to stabilize
economic growth and seek high-quality development in 2019.

Cybernaut International Holdings Company Limited
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Steel flow control product business

The worldsteel reported that the world crude steel production
was approximately 146.7 Mt in January 2019, representing a
1.0 per cent increase as compared to that of January 2018.
The steel production in China is expected to slow as the
China government’s capacity-cutting efforts has improved the
demand-supply relations and expects a further cut of ineffective
steel capacity in 2019. Going forward we find the severe market
competition and hardship ahead in the steel industry in China,
given that the overcapacity reduction and the underlying effects
from the trade war with the U.S. Our subsidiary engaged in
the steel flow control product manufacturing, though in the
transition stage to completion upon disposal, still needs to
face the industry-wide government measures for its existing
operation in China and impacts in the global market.

Money lending business

The IMF has commended Hong Kong in its recent report for
maintaining its financial regulation and supervision that the
economy of Hong Kong grew 3.5 per cent in 2018, and with
an expected economic growth slow to 2.9 per cent in 2019.
Our money lending subsidiary, TCL will continue its tight credit
policy when granting mortgage loans or loan renewals, and
will restrict only to customers of good reference check or in
referral business with strategic partnership via sub-mortgage
arrangements, so as to maintain steady business in an effective
manner. TCL will continue to adopt its existing lending policy
with prudent and flexible business strategies to meet the
environmental changes and property market trends in Hong
Kong accordingly. It will focus and continue to seize business
opportunities on the increasing demand for first-mortgage
property loans with interest income as its revenue source from
its clients.
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ECommerce business

Global eCommerce today is not a luxury but a necessity.
The advancement in the eCommerce technology and the
rising competition among online sales transactions have
raised different expectations that people have when using the
eCommerce platforms. Our subsidiary engaged in eCommerce
business, has specialized on B2C retailing through the
platforms including Amazon and eBay will increase its product-
mix and expand market developments. Besides, in regard to
B2B segment sales, it has been selling second-handed mobile
phones and accessories to Europe while the sales turnover in
B2B is growing month by month. The eCommerce subsidiary
management has found the turnover from the B2B sales fruitful
and will continue with current strategy to seek greater market
penetration overseas with more involvement from different
local partners through the existing logistic network. Besides,
the subsidiary has also enhanced brand awareness in its
self-hosted websites on search engine marketing and after
sales services. It has expanded more eCommerce business
transactions through sales channels and platforms like Rakuten,
Newegg, Walmart and Cdiscount marketplaces etc., with an aim
at higher business growth in the non-English speaking markets.
The subsidiary management realizes that the easy access to its
own website and the eCommerce sales platforms can enable
customers to choose their products conveniently worldwide,
and adopting its current marketing strategy will continue to
generate increasing revenue return for the Group.

Internet online education business

Online education industry in China has grown rapidly in the past
few years, but research analysts believe that more business
opportunities will surface as technology advances and capital
pours in. China will become one of the world’s most vibrant
online education markets in future, as there are growing
household spending power, an undersupply of education
resources, and the introduction of the two-child policy in the
country. Through working for the online learning service, the
teachers can publish schedules online based on their own time
arrangements and teach classes from wherever there is internet
accessible. The Group will allocate more resources from its
pool of education experts in China to manage the subsidiary
business growth and development of the online education in
2019.
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Looking forward, the global economy is unstable, so the
Group will allocate sufficient resources for market expansion in
the profit-generating subsidiaries, namely the money lending
business, eCommerce business and the online education
business. Moreover, the management is still prudently optimistic
about the operating environments of these profitable segment
business and will devote more corporate efforts to restructure
the underperformed or phase out the non-contributing ones.

COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Company had complied with all the code provisions (the
“Code Provisions”) as set out in the Corporate Governance
Code and Corporate Governance Report, contained in Appendix
14 to the Listing Rules governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) during the year ended 31 December 2018, except
for Code Provision A.6.7 in respect of the attendance of non-
executive directors and independent non-executive directors in
the general meetings.

According to Code Provision A.6.7, non-executive directors
and independent non-executive directors should attend general
meetings and develop a balanced understanding of the views
of shareholders. Due to other business engagements, one non-
executive director and one independent non-executive director
could not attend the 2017 annual general meeting held on 6
June 2018. However, at the 2017 annual general meeting, there
were executive and independent non-executive directors present
to enable the Board to develop a balanced understanding of the
views of the shareholders of the Company.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED ISSUERS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
of the Listing Rules as the code of conduct for dealing in
securities of the Company by the Directors. After specific
enquiry, all Directors confirmed that they have complied with
the required standard regarding securities transactions set out
therein throughout the year ended 31 December 2018. No
incident of non-compliance was noted by the Company for the
year ended 31 December 2018. Relevant employees who are
likely to be in possession of inside information of the Group are
also subject to compliance with written guidelines on no less
exacting terms than the Model Code.
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AUDIT COMMITTEE

The audit committee of the Board (the “Audit Committee”)
comprises three independent non-executive Directors, namely
Mr. Tong Yiu On (committee chairman), Mr. Li Yik Sang and Mr.
Cao Ke.

The Audit Committee has reviewed together with the
management and the external auditor the accounting principles
and practices adopted by the Group and has also reviewed
auditing, risk management and internal control and financial
reporting matters, including the review of the annual results for
the year ended 31 December 2018.

REVIEW OF ACCOUNTS

The Audit Committee has reviewed with the management of
the Company the accounting principles and practices adopted
by the Group and the consolidated financial statements for the
year ended 31 December 2018.

SCOPE OF WORK OF MESSRS. ELITE
PARTNERS CPA LIMITED

The figures in respect of the Group’s consolidated statement of
financial position, consolidated statement of profit or loss and
other comprehensive income and the related notes thereto for
the year ended 31 December 2018 as set out in the preliminary
announcement have been agreed by the Group’s auditor,
Messrs. Elite Partners CPA Limited, to the amounts set out in
the Group’s audited consolidated financial statements for the
year. The work performed by Messrs. Elite Partners CPA Limited
in this respect did not constitute an assurance engagement in
accordance with Hong Kong Standards on Auditing, Hong Kong
Standards on Review Engagements or Hong Kong Standards
on Assurance Engagements issued by the Hong Kong Institute
of Certified Public Accountants and consequently no assurance
has been expressed by Messrs. Elite Partners CPA Limited on
the preliminary announcement.

Cybernaut International Holdings Company Limited
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PURCHASE, SALE OR REDEMPTION OF THE BE  HEXKBEOXLAFEHSE
COMPANY'’S LISTED SECURITIES -
During the year ended 31 December 2018, the Company 2 E-N\F+_A=+—HLEFE "

repurchased a total of 217,700,000 ordinary shares of the KA T B B (B57,339,000/8 7T (1K
Company at an aggregate purchase price of HK$57,339,000 L MekAXA) REEBERIME
(before brokerage and expenses) on The Stock Exchange of RN F) & B4 $£217,700,0000% & R &) &
Hong Kong Limited. Details of the repurchases of such ordinary &% - BEEIZES LB ZFIBOT ¢
shares were as follows:

Number of
ordinary Price per ordinary share Aggregate
shares HRREEKRER purchase
Month of repurchase repurchased Highest Lowest price
BEA B BEEERSE RS =®{E BEER
("000) (HKS) (HKY) (HK$’000)
(FAR) (&) (&) (F#7T)
February 2018 —F-N\&=ZH 101,968 0.295 0.247 27,803
April 2018 —ZE-N\FIMA 9,448 0.275 0.270 2,588
May 2018 —ZE—-N\FHA 39,364 0.280 0.265 10,762
June 2018 —F-N\FXAH 17,892 0.270 0.255 4,693
July 2018 —ZE-NFtA 28,336 0.270 0.250 7,208
September 2018 —E-N\FNA 7,648 0.22 0.210 1,637
October 2018 —ZE-N\F+A 13,044 0.213 0.195 2,648

Total HET 217,700 57,339

Save as disclosed above, there was no purchase, sale or B EXFIFEEIN BE_Z—N\F+=
redemption by the Company, or any of its subsidiaries, of any A=+—HBLFE  ARRHEFAWE
listed securities of the Company during the year ended 31 REfEEE  HEXERARAGEMN L
December 2018. TS ©
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The Board hereby presents this Corporate Governance Report
in the Group’s annual report for the year ended 31 December
2018.

The Board is committed to maintaining a high standard of
corporate governance and endeavours in following the code
provisions (“Code Provisions”) as set out in the Corporate
Governance Code (“CG Code”) and Corporate Governance
Report, contained in Appendix 14 to the Rules (“Listing Rules”)
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (“Stock Exchange”). The Board considers
such commitment is essential for the growth of the Group and
for maximising the interest of the shareholders (“Shareholders”)
of the Company. The Company regularly reviews its corporate
governance practices to ensure that the latest development in
corporate governance can be followed and observed.

CORPORATE GOVERNANCE PRACTICES

During the financial year under review, the Company had
complied with all the code provisions (the “Code Provisions”)
as set out in the Corporate Governance Code and Corporate
Governance Report, contained in Appendix 14 to the Listing
Rules governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) during
the year ended 31 December 2018, except for Code Provision
A.6.7 in respect of the attendance of independent non-
executive directors and other non-executive directors in the
general meetings.

According to Code Provision A.6.7, non-executive directors
and independent non-executive directors should attend general
meetings and develop a balanced understanding of the views
of shareholders. Due to other business engagements, one non-
executive director and one independent non-executive director
could not attend the 2017 annual general meeting held on 6
June 2018. However, at the 2017 annual general meeting, there
were executive and independent non-executive directors present
to enable the Board to develop a balanced understanding of the
views of the shareholders of the Company.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company adopted on 7 June 2010 its securities dealing
code (“Code”) regarding the dealings of securities of the
Company by the Directors and senior management of the
Group, on terms no less exacting than the required standard
under the Model Code for Securities Transactions by Directors
of Listed Issuers set out in Appendix 10 to the Listing Rules.

The Company, having made specific enquiry of all Directors
and senior management of the Group, all the Directors and
senior management of the Group have confirmed that they
have complied with the required standard as set out in the
Code and Appendix 10 to the Listing Rules regarding securities
transactions by Directors and senior management of the Group
throughout the financial year ended 31 December 2018.

BOARD OF DIRECTORS

The Board is responsible for the leadership and control of
the Company and oversees the Group’s overall strategic
policies. The management is delegated with the authority and
responsibility by the Board for the management of the Group.

The Board is composed of five executive Directors namely Mr.
Zhu Min, Mr. Sin Kwok Wai Ronald, Mr. Lu Yongchao, Mr. Xu
Yejun and Mr. Gao Xiang (Resigned on 12 April 2018); two non-
executive Directors, namely Mr. Chow Chi Wa and Ms. Yip Sum
Yu; and three independent non-executive Directors, namely
Mr. Tong Yiu On, Mr. Li Yik Sang and Mr. Cao Ke. The Chief
Executive Officer of the Company is Dr. Wang Matthew Yang;
and the Co-Chief Executive Officer was Mr. Gao Xiang (resigned
on 12 April 2018). The biographical details of the Directors and
the chief executive officers are set out under “Directors and
senior management” on pages 80 to 91 of this annual report of
the Company for the year ended 31 December 2018.
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Pursuant to the articles of association of the Company, Mr.
Sin Kwok Wai Ronald (appointed as executive Director on 10
October 2014), Mr. Tong Yiu On, Mr. Li Yik Sang (appointed as
an independent non-executive Directors on 10 October 2014
respectively) and Mr. Cao Ke (appointed as an independent
non-executive Director on 10 June 2015) shall retire at the
2018 general meeting of the Company and, being eligible, offer
themselves for re-election.

The non-executive Directors were appointed for a term of
one year, renewable automatically every year and eligible for
re-election at the annual general meeting of the Company.

The Board meets regularly to review and determine the
corporate strategies and overall strategic policies. Each of the
members of the Board has full access to relevant information
at the meetings. During the financial year ended 31 December
2018, the Board has convened four regular meetings at which,
among other things, the following activities were conducted at
such regular meetings:

(1) approved the annual results and annual report for the
financial year ended 31 December 2017 and matters to be
considered at the annual general meeting of the Company;

(2) approved the interim results and interim report for the six
months ended 30 June 2018;

(8) reviewed and approved corporate strategies of the Group
for the financial year ending 31 December 2019; and

(4) reviewed the performance and financial position of the
Group.

Cybernaut International Holdings Company Limited
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The Board is also responsible for determining the Company’s
corporate governance policies and performing corporate
governance duties set out under the CG Code. Its corporate
governance duties include, among others, (i) to develop and
review the Company’s policies and practices on corporate
governance; (ii) to review and monitor the training and
continuous professional development of Directors and senior
management; (iii) to review and monitor the Company’s
policies and practices on compliance with legal or regulatory
requirements; (iv) to develop, review and monitor the code of
conduct and compliance manual (if any) applicable to employees
and Directors; and (v) to review the Company’s disclosure in its
corporate governance report.

Apart from the regular board meetings, the Board met on other
occasions when a board-level decision on a particular matter
was required.

Details of the Directors’ attendance records at the board
meetings and general meeting during the financial year ended
31 December 2018 are as follows:

Board General
Directors Meetings Meeting
Meetings attended/held
Executive Directors
Mr. Zhu Min 15/21 -/2
Mr. Sin Kwok Wai Ronald 21/21 2/2
Mr. Lu Yongchao 21/21 2/2
Mr. Xu Yejun 15/21 —/2
Mr. Gao Xiang' —/4 —/-
Non-executive Directors
Mr. Chow Chi Wa 18/21 1/2
Ms. Yip Sum Yu 18/21 2/2
Independent non-executive Directors
Mr. Tong Yiu On 16/21 1/2
Mr. Li Yik Sang 16/21 2/2
Mr. Cao Ke 15/21 /2

! Resigned on 12 April 2018
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Whilst the Board as a whole is to determine the corporate
strategies and overall strategy policies, the executive Directors
and senior management of the Company, as delegated by
the Board, are responsible for implementing the determined
strategies and policies and the day-to-day management of the
Group’s business.

Save as disclosed under the section headed “Directors and
senior management” of this annual report, there is no other
relationship (whether financial, business, family or other material/
relevant relationships) among the members of the Board.

The Company has received from each of the independent non-
executive Directors a written confirmation of independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers all the independent non-executive Directors to be
independent.

DIRECTORS’ TRAINING

Pursuant to Code Provision A.6.5 of the CG Code, all directors
should participate in continuous professional development
to develop and refresh their knowledge and skills. This is to
ensure that their contribution to the board remains informed
and relevant. The Company shall be responsible for arranging
suitable training for all Directors at the Company’s expense.

During the year ended 31 December 2018, the Directors
participated in the following trainings:
Directors Type of training

Executive Directors

Mr. Zhu Min A B
Mr. Sin Kwok Wai Ronald A B
Mr. Lu Yongchao A B
Mr. Xu Yejun B
Mr. Gao Xiang' A B

Cybernaut International Holdings Company Limited
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Non-executive Directors
Mr. Chow Chi Wa A B
Ms. Yip Sum Yu B

Independent non-executive Directors

Mr. Tong Yiu On A B
Mr. Li Yik Sang A B
Mr. Cao Ke B

! Resigned on 14 April 2018

A:  attending seminars and/or conferences and/or forums

B: reading newspapers, journals, Company newsletters and
updates relating to the economy, general business, IT,
eCommerce and steel industry or Directors’ duties and
responsibilities, etc.

BOARD DIVERSITY POLICY

During the year under review, the Board adopted a board
diversity policy setting out the approach to achieve diversity
on the Board. The Company considered diversity of Board
members can be achieved through consideration of a number
of aspects, including but not limited to gender, age, cultural
and educational background, professional experience, skills
and knowledge. All Board appointments will be based on
meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the
Board.

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural
and educational background, professional experience, skills and
knowledge. The ultimate decision will be made upon the merits
and contribution that the selected candidates will bring to the
Board.
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NOMINATION COMMITTEE

The nomination committee of the Company (“Nomination
Committee”) is currently consisted of four members, comprising
one executive Director, namely Mr. Lu Yongchao (chairman) and
three independent non-executive Directors, namely Mr. Tong Yiu
On, Mr. Li Yik Sang and Mr. Cao Ke. It was established by the
Board with effect from 27 March 2012 and its duties are clearly
defined in its terms of reference which have been prepared and
adopted according to the CG Code.

The Nomination Committee held two meetings during the year
under review and conducted the following activities:

(1) reviewed the structure, size and diversity of the Board;
and

(2) reviewed the retirement of Directors by rotation and the
re-appointment of the retiring Directors at the 2015 annual
general meeting of the Company.

Details of attendance of each member of the Nomination
Committee during the financial year ended 31 December 2018
are as follows:

Attendance
Executive Director
Mr. Lu Yongchao 2/2
Independent non-executive Directors
Mr. Tong Yiu On 2/2
Mr. Li Yik Sang 2/2
Mr. Cao Ke 2/2

Cybernaut International Holdings Company Limited
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REMUNERATION COMMITTEE

The remuneration committee of the Company (“Remuneration
Committee”) currently comprises four members, including
three independent non-executive Directors, namely Mr. Cao
Ke (chairman), Mr. Tong Yiu On and Mr. Li Yik Sang, and one
executive Director, namely Mr. Lu Yongchao. The Remuneration
Committee was established by the Board on 7 June 2010 and
its duties are clearly defined in its written terms of reference
which have been prepared and adopted according to the Code
Provisions.

The Remuneration Committee meets annually to review the
remuneration policies and packages for Directors and senior
management of the Company and to make recommendations
to the Board on such remuneration policies and packages. No
Director takes part in any discussions and decisions about his
own remuneration.

Details of attendance of each member of the Remuneration
Committee during the financial year ended 31 December 2018
are as follows:

Attendance
Executive Director
Mr. Lu Yongchao 1/1
Independent non-executive Directors
Mr. Cao Ke (Chairman) 1/1
Mr. Tong Yiu On 1/1
Mr. Li Yik Sang 1/1
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During the financial year ended 31 December 2018, the
Remuneration Committee had convened two meetings with
full attendance by its members and conducted the following
activities:

(1) reviewed and approved the remuneration packages of the
Directors and senior management of the Company; and

(2) reviewed the terms of the service contracts of all the
executive Directors by reference to their performance.

AUDIT COMMITTEE

The audit committee of the Company (“Audit Committee”)
currently comprises three independent non-executive Directors,
namely Mr. Tong Yiu On (chairman), Mr. Li Yik Sang and Mr. Cao
Ke. The Audit Committee was established by the Board on 7
June 2010 and its duties are clearly defined in its written terms
of reference which have been prepared and adopted according
to the Code Provisions.

The Audit Committee provides an important link between the
Board and the Company’s auditor in matters coming within
the scope of the Group’s audit. It also reviews the annual and
interim reports of the Company prior to their approval by the
Board, the effectiveness of the external and internal audit and of
internal controls and risk evaluation.

During the financial year under review, the Audit Committee has
convened two meetings and conducted the following activities:

(1)  reviewed the annual and interim reports of the Company;
(2) reviewed the report of internal audit department, internal
controls system and financial matters of the Group in

pursuance of the written terms of reference;

(8) reviewed the audit plans and findings of the external
auditor of the Company; and

(4) made recommendation to the Board on the appointment
of the external auditor.

Cybernaut International Holdings Company Limited
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Details of attendance of each member of the Audit Committee
during the financial year ended 31 December 2018 are as
follows:

Attendance
Independent non-executive Directors
Mr. Tong Yiu On (Chairman) 2/2
Mr. Li Yik Sang 2/2
Mr. Cao Ke 1/2

There was no disagreement between the Board’s and the Audit
Committee’s view on the selection, appointment of the external
auditor.

AUDITOR’S REMUNERATION

During the financial year ended 31 December 2018, the nature
of the audit and non-audit services provided by Elite Partners
CPA Limited, the auditor of the Company, and the relevant fees
paid/payable by the Company for such services are as follows:

Services rendered Fee paid/payable

HK$
Annual audit 980,000
Interim review 300,000
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RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the financial
statements for each financial period which gives a true and
fair view of the state of affairs of the Group. In preparing the
financial statements for the financial year ended 31 December
2018, the Directors have selected appropriate accounting
policies and applied them consistently, and have prepared the
financial statements on a historical cost basis.

The statement of the external auditor about their reporting
responsibilities on the financial statements are set out in the
Independent Auditor’s Report on pages 116 to 126 of this
annual report of the Company.

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board is overall responsible for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group’s strategic objectives, and ensuring that the Group
established and maintained appropriate and effective risk
management and internal control systems.

The Audit Committee reviews the risk management and internal
controls that are significant to the Group on an on-going basis.
The Audit Committee would consider the adequacy of resource,
qualifications and experience and training of staff and external
advisor of the Group’s accounting, internal audit and financial
reporting function.

Cybernaut International Holdings Company Limited
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The management of the Group is responsible for designing,
maintaining, implementing and monitoring of the risk
management and internal control system to ensure adequate
control in place to safeguard the Group’s assets and
stakeholder’s interest.

The Group has established risk management procedures to
address and handle the all significant risks associate with the
business of the Group. The Board would perform annual review
on any significant change of the business environment and
establish procedures to response the risks result from significant
change of business environment. The risk management and
internal control systems are designed to mitigate the potential
losses of the business.

The management would identify the risks associate with
the business of the Group by considering both internal and
external factors and events which include political, economic,
technology, environmental, social and staff. Each of risks has
been assessed and prioritized based on their relevant impact
and occurrence opportunity. The relevant risk management
strategy would be applied to each type of risks according to the
assessment results, type of risk management strategy has been
listed as follow:

- Risk retention and reduction: accept the impact of risk or
undertake actions by the Group to reduce the impact of
the risks;

- Risk avoidance: change business process or objective so
as to avoid the risk;

- Risk sharing and diversification: diversify the effect of the
risk or allocate to different location or product or market;
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- Risk transfer: transfer ownership and liability to a third
party The internal control systems are designed and
implemented to reduce the risks associated with the
business accepted by the Group and minimise the adverse
impact results from the risks. The risk management and
internal control system are design to manage rather than
eliminate the risk of failure to achieve business objectives,
and can only provide reasonable and not absolute
assurance against material misstatement or loss.

For the year ended 31 December 2018, the Group has engaged
an external advisory firm to undertake the internal audit
function to ensure the effectiveness and efficiency of the risk
management and internal control system of the Group. There is
no significant deficiency and weakness on the internal control
system has been identified by the external advisory firm for the
year ended 31 December 2018.

The Board considered that, for the year ended 31 December
2018, the risk management and internal control system
and procedures of the Group, covering all material controls
including financial, operational and compliance controls and risk
management functions were reasonably effective and adequate.

SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene an extraordinary
general meeting

The following procedures for the Shareholders to convene
an extraordinary general meeting (“EGM”) of the Company
are prepared in accordance with Article 64 of the articles of
association of the Company:

(@) one or more Shareholders (“Requisitionist(s)”) holding, at
the date of deposit of the requisition, not less than one
tenth of the paid up capital of the Company having the
right of voting at general meetings shall have the right,
by written notice, to require an EGM to be called by the
Directors for the transaction of any business specified in
such requisition.

Cybernaut International Holdings Company Limited
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Such requisition shall be made in writing to the Board or
the company secretary of the Company at the following:

Principal place of business of the Company in Hong Kong

Address: Unit 1002, Capital Centre,
151 Gloucester Road,
Wanchai, Hong Kong
Email: ir@cybernaut.com.hk
Attention: the Board of Directors/Company Secretary

Registered office of the Company

Address: Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman
Islands

Attention: the Board of Directors/Company Secretary

The EGM shall be held within two months after the deposit
of such requisition.

If the Directors fail to proceed to convene such meeting
within twenty-one (21) days of such deposit, the
Requisitionist(s) himself (themselves) may do so in the
same manner, and all reasonable expenses incurred
by the Requisitionist(s) as a result of the failure of the
Directors shall be reimbursed to the Requisitionist(s) by
the Company.
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Procedures for shareholders to direct enquiries to the Company

For matters in relation to the Board, the Shareholders can
contact the Company at the following:

Address: Unit 1002, Capital Centre, 151 Gloucester Road,
Wanchai, Hong Kong

Email: ir@cybernaut.com.hk

Tel: (852) 3549 6353

Fax: (852) 3549 6354

Attention: the Board of Directors/Company Secretary

For share registration related matters, such as share transfer
and registration, change of name or address, loss of share
certificates or dividend warrants, the registered Shareholders
can contact:

Hong Kong branch share registrar and transfer office

Tricor Investor Services Limited

Address: Level 22, Hopewell Centre, 183 Queen’s Road
East, Hong Kong

Email: is-enquiries@hk.tricorglobal.com
Tel: (852) 2980 1333
Fax: (852) 2810 8185

veseoes @ Cybernaut International Holdings Company Limited
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Procedures for shareholders to put forward proposals at
shareholders’ meetings

To put forward proposals at a general meeting of the Company,
a Shareholder should lodge a written notice of his/her proposal
(“Proposal”) with his/her detailed contact information at the
Company’s principal place of business at Unit 1002, Capital
Centre, 151 Gloucester Road, Wanchai, Hong Kong.

The request will be verified with the Company’s branch share
registrars in Hong Kong and upon their confirmation that the
request is proper and in order, the board of directors of the
Company will be asked to include the Proposal in the agenda
for the general meeting.

The notice period to be given to all the Shareholders for
consideration of the Proposal raised by the Shareholder
concerned at the general meeting varies according to the nature
of the Proposal as follows:

(@)  Notice in writing of not less than 14 clear days and not
less than 10 clear business days if the Proposal requires
approval by way of an ordinary resolution of the Company
in an extraordinary general meeting.

(b)  Notice in writing of not less than 21 clear days and not
less than 10 clear business days if the Proposal requires
approval by way of a special resolution of the Company in
an extraordinary general meeting of the Company.

(c) Notice in writing of not less than 21 clear days and not
less than 20 clear business days if the Proposal requires
approval by way of a special resolution or an ordinary
resolution of the Company in an annual general meeting of
the Company.

INVESTOR RELATIONS

There was no significant change in the Company’s constitutional
documents during the year ended 31 December 2018.
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Environmental, Social and Governance Report
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INTRODUCTION AND SCOPE OF ESG REPORT

This report has been prepared by the management of the
Company in accordance with the requirement of the Appendix
27 Environmental, Social and Governance Reporting Guide
(“ESG Guide”) set out by The Stock Exchange of Hong Kong
Limited on Main Board (“Main Board Listing Rule”). The
report will disclose the performance and progress for the
year ended 31 December 2018. The Group understands the
importance of the ESG report and is committed to making
continuous improvements in corporate social responsibility
into the business in order to better meet the changing needs
of an advancing society. The ESG report of the Group it will
present mainly policies, initiatives and performance. The ESG
report of the Group has been presented into two subject areas,
Environmental and Social and each subject area will have
various aspects to disclose the relevant policies and the status
of compliance with relevant laws and regulations as addressed
by the ESG Guide.
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Environmental, Social and Governance Report
R - HERERRS

ENVIRONMENTAL

Emissions

The Group’s main business source comes from manufacturing
and selling advanced steel flow control products and paper
converting equipment and other relating equipment. For the
advanced steel flow control products, including subentry
nozzle, stopper, tundish nozzle and ladle shroud. The Group
will continue to strive to minimize the environmental impact of
casting molten steel. The Group’s main emissions comes from
manufacturing therefore, it is the Group’s policies to maintain
the manufacture process in an efficient and effective manner.
Ensured waste water is properly connected to municipal
sewage system and all land waste is send to municipal solid
waste management plant during production. The greenhouse
gas emissions are carbon dioxide emissions from energy
consumption. There are also air emissions such as metal dusts
and water emissions from cooling the metal during production.
Water emissions can be minimised through water filtration. The
Group will continue take close observation for better alternative
in material use and methods to lower emissions to water, air
and land.
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For the year ended 31 December 2018, Management of
the Group believes the Group has complied with applicable
environmental laws and regulations such as Environmental
Protection of the People’s Republic of China Prevention {#/
#= NRHEMBIESERER), Control of Atmospheric Pollution
(h#E N\RHEMEIKE )5 E%) and Urban Drainage and
Sewage Treatment Ordinance {3 EEHEKELSKEEIRIES]) . The
Group will continue to make assessment on the Group’s air and
greenhouse gas emissions to take specific measures to further
reduce emissions of air, water and land waste.

The business segment of manufacturing of advanced steel
flow control products, paper converting equipment and other
relating equipment are the major source of emissions of COo.
The business segment of money lending business, electronic
commerce (e-commerce) and information technology (IT)
solution business does not bring significant adverse impact to
the environment. The performances in emissions, use of energy
and resources during the Reporting Period are as follows:

Air emissions

Nitrogen oxides (NOx)(kg) 95.8

Particulate matter (PM)(kg) 7.7
Greenhouse gases

Scope 1 (tons of CO2e) 96

Scope 2 (tons of COze) 28,760

Scope 3 (tons of COze) 42

Total emissions 28,898
Energy and resources consumptions

Electricity (kWh) 3,581,686

Water (m?®) 41,069
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Use of resources

The Group has production facilitates in PRC, as well as
couple of offices for administrative work. The Group aims
to better manage its use of resources and perform regular
assessment. As part of the environmental friendly strategy,
the Group implemented polices on the use of resources such
as reduce errors in production to prevent waste of materials,
optimal production schedule to reduce the waste and reduction
of resources used during the production. The Group is
also committed to promote saving and recycling culture to
encourage staff to consume less resources in carrying out their
daily operations. Such as reduce total paper consumption in
offices by keeping electronic format copy instead of printing the
documents for filing.

Environmental and natural resources

To mitigate the impacts on the environment and natural
resources, the management of the Group would evaluate and
implement policies to reduce the impact, such as energy saving
initiative to create value and maintain a sustainable environment.
The Group will continue to seek alternative environmental
friendly resources and materials to reduce the emissions of air,
water and land waste.
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EMPLOYMENT AND LABOUR PRACTICE
Labour practices

A good workplace practice is a key aspect for the employees to
maintain good relationship. In PRC, the Group adopts practices
and policies of Labor Law of the People’s Republic of China (&
#= ANRFEMBELEEL), Labor Contract Law of People’s Republic
of China {FZEAREMELBE[RE) in compensation and
dismissal; recruitment and promotion; working hours; rest
periods; equal opportunity; diversity; anti-discrimination and
welfare and other benefits. The Group had adopted similar
approach in other relevant jurisdictions, including Hong
Kong. The Group has measures to ensure that recruitment
and promotion is free from discrimination and received equal
opportunities for all despite of age, gender, race, ethnic groups,
sexual orientation, disability or marital status.

The Group’s employee handbook was distributed to employees,
with highlight important information on policies, dismissal,
recruitment, promotion, leave benefits, compensation and other
benefits and welfare. The employee’s contracts were also signed
in accordance under the guidance of the Human Resources
Department/Administration Department.

Cybernaut International Holdings Company Limited
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As at 31 December 2018, the Group had a total of 445
employees. Breakdown by gender, age group and region are as

follows:
By Gender By Age Group
BB S BERHENES
Male Female 40 or below 41 to 60
3 x 40T 41E60R
315 129 201 207

The male/female composition ratio of the Group is approximately
2.45:1. The difference in the composition can be explained by
the difference in job nature. In addition, the Group welcome any
age range of people to join the Group as long as they are keen
to learn and participate. Due to the operation of the Company is
in PRC, about 92 % of staff of the Group are situated there.

Health and Safety

To provide a safe and comfortable working environment, the
Group has complied with the various regulations of relevant
jurisdictions, including Labour Law of the People’s Republic
of China (FZEARKEFBELEE) of occupational safety and
health and other applicable regulations. Workplace, including
storage and offices, are equipped with fire and safety equipment
to prevent outbreak of fire accident and the validity of the
fire facilities have been regularly checked. During the year,
the Group has reported zero work related fatalities and work
injuries. The staff handbook also included sufficient policies on
safety and staffs are asked to follow the safety instruction.
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Development and training

Employees are encouraged to continue development and
improve their skill set through training. The Group has various
training programmes, both internal and external, to fully develop
its workforce. New employees are also provided with on-board
training to help faster adapt to the operations of the Group.

Labour Standards

There is no tolerance towards recruitment of minors and
forced labour for the Group’s operation. The Group ensures
compliance with Labour Contract Law of the People’s Republic
of China {FZE A R £ )4 FJ%) and any individuals under
legal working age and individuals without any identification
documents are discharged from employment.

There is a strict recruitment procedure through Human Resource
Department and upon discovery of any child labour and use of
forced labour, the person will be dismissed immediately and the
Board will discuss and review the discovered event to prevent it
from happening again.

During the year, the Group was not aware of any
non-compliance relating to employment and labour practices
that had a significant impact on the Group.

Cybernaut International Holdings Company Limited
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OPERATING PRACTICE
Supplier management

In respect of the manufacturing segment of the Group, the
Group aims to provide comprehensive solutions that meet
customers’ needs and establish a comprehensive vertical
supply chain management system through resource integration
and supplier screening and management. The major suppliers
are located in China. For e-commerce business and IT solution
business, the major suppliers are located in Hong Kong.

The objectives are to deepen the collaborative relationship with
the strategic suppliers and to create competitive advantages
in the value chain, thereby aim to enhance the impact on the
society and environment. The Group strives to ensure that their
suppliers uphold similar stance in sustainability. The Group also
tended to maintain long term relationship with its suppliers for
ensuring stable supply of materials or goods.

Product Responsibility

The Group ensures to produce product that is safe and meet
service quality through policies such as if discovered the
product has quality problem, the product can be exchanged.
The Group complies with various regulations to the operation
of the business in the jurisdictions that the Group operates in.
For the year ended 31 December 2018, the Group did not have
any product returned due to safety or health problems or any
complaint received from customers. Customers’ data will also
be kept in confidential in order to protect consumer data and
privacy and be destroyed on a timely basis. Also, the Group
has complied towards the Product Quality Law of the People’s
Republic of China (REAR LB ERESE) .
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Consumer data protection and privacy policies

Being a licenced money lender in Hong Kong, the Group
collects financial information and personal details of borrowers,
therefore, ensuring the privacy of customer information is one
the issues the Group cares the most.

The Group has formulated a set of privacy principal in
collection, retention, use, security, openness and accessibility of
information to ensure all lessees’ information received is only for
its intended purpose and to prevent information leakage, such
as:

o Access control to all information of lessees;
o Requiring employees not to retain and disclose any

confidential information about the Group’s business and
other sensitive confidential data to any third party; and

o Requiring employees not to obtain any unnecessary
information from the lessees and its associated parties.
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Anti-Corruption

The Group has zero tolerance towards any corruption, fraud,
money laundering, bribery and extortion. The Group has
compliance towards relevant laws and regulations such as
Criminal Law of the People’s Republic of China (F#E A R F1
BIffl;%) and the Anti-Unfair Competition Law of the People’s
Republic of China {F#E A RZEME R TIEE#FE) in respect
of the Group’s operation in China.

For the year ended 31 December 2018, such incident has
never happened in the Group. The Group maintains a code
of business integrity. The Group believes that a system with
good moral integrity and anti-corruption mechanism is the
cornerstone for the sustainable and healthy development for
the Group. The Group has policies on anti-money laundering
and counter-terrorist financing and any suspicious transactions
would be notified and reported to the relevant governing body
by the responsible officer.

COMMUNITY

The Group is committed to provide career opportunities to
the locals and promote the development of the community’s
economy as part of the Group’s sustainable development
strategy. Also, the Group will try to seek opportunities to work
with charity partners in the future to get involved in various
community programs to contribute back to society.
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EXECUTIVE DIRECTORS

Mr. Zhu Min, aged 70, graduated from Zhejiang University with
a master’s degree in Industrial Management and received a
MS degree in Engineering Economics from Stanford University.
He co-founded Future Labs Inc. in 1991 which was later
acquired by Quarterdeck Corp.. In 1996, he co-founded WebEx
Communications Inc. which was successfully listed on NASDAQ
in 2000 and then acquired by Cisco Systems Inc. for US$3.2
billion in 2007.

In 2003, Mr. Zhu became the sole investment partner in China
of New Enterprise Associates (NEA), a renowned U.S. based
venture capital fund focusing on early- and middle-stage
companies, assisting NEA to successfully invest in a group of
independent innovation enterprises in China. In 2005, Mr. Zhu
founded Cybernaut Investment Group, one of China’s best
venture capital houses in 2015 selected by Forbes. It is one of
the leading private equity and venture capital fund in China.

In 2007, Mr. Zhu donated US$10 million to set up Zhejiang
University International Innovation Institute (ZIl) with Zhejiang
University in a drive to promote domestic technological and
industrial innovations.

Mr. Zhu has many years of experience in computer, network
communications and services. He is a well-known scientist
in the field in the United States. In 2002, he was named by
Business Week as one of the 25 most influential people in
global e-commerce. In 2008 and 2009, Mr. Zhu was selected by
Forbes as one of China’s best venture capital investors. At the
first China Public Entrepreneurship and Innovation Conference
held in 2016, he was granted the title of China’s Pioneer in
Innovation and Entrepreneurship by virtue of his reputation in
the international investment community.

Mr. Zhu is the founder and chairman of the board of Cybernaut
Investment Group Limited, the Vice president of China Society
for the Promotion of Science and Technology Commercialization,
the founder and dean of the Zhejiang University International
Innovation Institute (ZII).

At the date of this annual report, Mr. Zhu held 990,284,000
shares of the Company.
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Mr. Sin Kwok Wai Ronald, aged 62, is the Executive Director
of the Company since his appointment as an executive
director on 10 October 2014. Mr. Sin received his bachelor’s
degree with extended major in accountancy from Queensland
University of Technology, Australia in 1994. Then he pursued
his postgraduate studies with research and coursework at
Griffith University, Australia in 1994. He obtained his master
degree in business administration from the University of
Southern Queensland, Australia in 2006. Furthermore, Mr. Sin
pursued his doctorate studies at University of Wales Trinity
Saint David in 2017. He is currently an associate member of
HKICPA and a fellow member of the CPA Australia. Prior to
joining the Company, Mr. Sin has served companies in different
industries in Hong Kong, including those listed in Hong Kong
and overseas. He possesses over 20 years of management
experience in areas of accounting, business strategy and
corporate restructuring. At the date of this annual report, Mr.
Sin held 17,452,000 shares of the Company.

Mr. Lu Yongchao, aged 39, obtained a diploma in Business
Administration for Real Estate Entrepreneurs in China at Sun
Yat-sen University and a diploma in English at Guangdong
University of Foreign Studies. Mr. Lu was a team member of
Ample Luck International Capital Group Limited, a domestic
well known fund management group. Mr. Lu has extensive
experience in business development, market development,
media management, finance and Information Technology
industry and years of investment, financing and fund
management history. He has rich experience in the enterprise
strategic management, internet strategy, brand management,
investment and financing management. He was the founder of
Enjoymedia Holdings Company Limited, which was listed on
the OTCBB in 2006 and was named one of the hundred most
Chinese Concept corporation listed in United States. Prior to
that Mr. Lu had been the Chief Executive of the online websites
YESITE and ITNOW, as well as the Whirlpool Kit Department
Head in China. Mr. Lu had assisted listing and financing of
different enterprises while working in an investment company
in China, and had served as the director of Taiwan listed
corporation China Mobile Digital Group. He also had served as
a director of a well-known German outdoor brand VAUDE.
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Mr. Lu is also the directors of its subsidiaries, namely Eagle
Pioneer Limited, Accurate Trade International Limited, China
Safety Holdings Limited, Happy Way Technology Limited, Total
Tycoon Limited and Great Select Global Limited. Also, he
has been an independent non-executive Director of Pa Shun
International Holdings Limited (Stock code: 574) and Glory
Mark Hi-Tech (Holdings) Limited (Stock code: 8159) since 14
September 2018 and 28 March 2019 respectively. At the date
of this annual report, Mr. Lu held 6,100,000 shares of the
Company.

Mr. Xu Yejun, aged 54, is currently the Executive Director
of the Company and was appointed as our Chairman and
Executive Director on 4 February 2010. He was our Group’s
chief executive officer from its establishment until 2 January
2015 when he resigned from such position. He is responsible
for the overall strategic planning and management of our
Group. Mr. Xu has extensive experience in the advanced steel
flow control products industry, and has been engaging in such
business for over 25 years. He is also the director of Sinoref
(Hong Kong) Limited.

Mr. Xu studied in H & EKXHH 2 (Yixing Dapu Secondary
School*) from 1979 to 1981. Mr. Xu had been trained in /&5 i
N ETZERE (Luoyang Institute of Refractories Research®) from
1984 to 1986. He had worked in B 8 E i A £ (Yixing
Magnena Refractory Materials Factory*) from 1981 to 1983 and
from 1987 to 1989, in EEEMIEIELBEME AR AR (Yixing
Wellfire Nonmetal Materials Co., Ltd.) from 1990 to 1995 and
in BEEAREZEGRAR (Yixing Zhongeun Kiln Products Co.,
Ltd.*) from 1996 till the establishment of Sinoref (Yixing) in 2005.
As at the date of this annual report, Mr. Xu was a director, the
chairman and the legal representative of iy B &% (H B) = 44 f &
ABRAF] (Sinoref International (Yixing) Co., Ltd.*), and a director
of Sinoref (Hong Kong) Limited and Sinoref (BVI) Limited. Each
of EM R (EE)SHMEEBMR AT (Sinoref International (Yixing)
Co., Ltd."), Sinoref (Hong Kong) Limited and Sinoref (BVI)
Limited was a wholly-owned subsidiary of our Company as at
the date of this annual report.

Cybernaut International Holdings Company Limited
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For his research item WA ZERZERIEEEE W AM
B3 E R R (The research and manufacture of new high
quality refractory accessory materials in glass melting furnace
regenerative chamber series*), Mr. Xu was awarded P B8 T 2
RHE3E 2648 (China Light Industry Technological Advancement
Award*) by BB T4 € (China Light Industry Association®)
in 1991, t /& & 2 K i1 # 2 88 (Science and Technology
Progress Awards of Shanghai) by /&M RIEBHE i FETER
B& (Science and Technology Progress Awards Jury, Shanghai
Municipality) in 1995 and /8T EHEKREKEFEZ (Certificate
for Accomplisher of Technological Advancement in Shanghai*)
by EBTWRIERTEL E€ (Science and Technology Commission
of Shanghai Municipality) in 1996. Mr. Xu was also awarded _E
BT RIE R i £ 88 (Science and Technology Progress Awards
of Shanghai) by E&MEIE2FMTE S EFEZE S (Science
and Technology Progress Awards Jury, Shanghai Municipality)
in 1996 in respect of BEFEMNEANERFBAIEEEM
ff& (The research and manufacture of high quality specific
regenerative chambers checkers series accessory products®).

Mr. Gao Xiang, aged 50, holds a bachelor’s degree from the
School of Economics and Management of Tsinghua University
in Beijing and double master’s degrees in Mathematics and
Computer from the University of Wisconsin-Madison, USA. He
currently serves as a senior partner of Cybernaut Investment
Group and is mainly in charge of industrial investment operation
and management as well as capital operation.

After graduation Mr. Gao was engaged in advanced research
and development work at Microsoft Corp. (headquarters) in
the United States and was one of the Office98 software main
R & D members. In 1997, he established the China products
e-commerce website “Chinamalls.com” in Seattle and in 1999,
it was acquired by a company listed on NASDAQ.
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In 2003, Mr. Gao joined Dangdang.com to serve as its vice
president and to lead the website’s development. He was also
responsible for Dangdang.com’s customer service and logistics
operations. Later in 2007, he was appointed and served as
the chief executive officer of Yaolan.com, and successfully
transformed Yaolan.com into China’s well known children
education online-to-offline platform.

In 2013, Mr. Gao served as the chief executive officer and an
executive director of Gome.com.cn. He was mainly responsible
for designing the structure of its online-to-offline retail platform
system and to remodel and personalize the existing marketing
management system based on big data. He has rich experience
in business management, education and Internet platform
operation. Mr. Gao is currently a director of B2 Z 2 (LN AE
fR/AR] (Wuhan Tong Xue Wen Hua Co. Ltd.) which is listed on
the National Equities Exchange and Quotations of China.

Mr. Gao Xiang resigned as an executive Director and the chief
executive officer of the Company with effect from 12 April 2018.

NON-EXECUTIVE DIRECTORS

Mr. Chow Chi Wa, aged 50, was appointed as our non-
executive Director on 27 November 2013. He holds a master
degree in Corporate Governance from the Open University
of Hong Kong, a master degree in Corporate Finance and a
master degree in Finance (Investment Management) from the
Hong Kong Polytechnic University. He has been a executive
Director of Sino Splendid Holdings Limited (Stock code: 8006)
since November 2013. Mr. Chow is a certified public accountant
of the Hong Kong Institute of Certified Public Accountants
and a fellow member of the Association of Chartered Certified
Accountants. He is an associate of the Hong Kong Institute of
Company Secretaries and the Institute of Chartered Secretaries
and Administrators. He possesses extensive experience in
finance and accounting.

Cybernaut International Holdings Company Limited
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Ms. Yip Sum Yu, aged 29, was appointed as our non-executive
Director on 10 November 2014. She is currently a consultant
of an investment company. Ms. Yip has gained valuable
experience in investments and investors relations in connection
with both listed and private investments. She did not hold any
other directorships in public companies the securities of which
are listed on any securities market in Hong Kong or overseas in
the last three years.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tong Yiu On, aged 51, was appointed as our independent
non-executive Director on 10 October 2014. He is a certified
public accountant of the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). Mr. Tong is currently the company
secretary of China Ocean Industry Group Limited, a company
listed on the Main Board of the Stock Exchange (Stock
Code: 651). He served as the chief financial officer of Infinity
Development Holdings Company Limited (formerly known
as Infinity Chemical Holdings Company Limited, a company
listed on the Main Board of the Stock Exchange (Stock Code:
640)) and its executive director and company secretary from
December 2011 to May 2018. From September 2000 to
November 2008, he served as the chief financial officer and
company secretary of Sinotronics Holdings Limited (currently
known as Kingwell Group Limited, a company listed on the
Main Board of the Stock Exchange (Stock Code: 1195)) and
he concurrently acted as its executive director from December
2002 to November 2008. Prior to joining such company, he had
nine years of financial management, accounting and auditing
experience from various companies listed in Hong Kong and
overseas and an international accounting firm.
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Mr. Li Yik Sang, aged 44, was appointed as our independent
non-executive Director on 10 October 2014. He has over 19
years of experience in auditing, finance and accounting. He has
served as the chief financial officer, authorised representative
and company secretary of Meike International Holdings Limited
(a company listed on the Main Board of the Stock Exchange
(Stock Code: 953)) from August 2009 to January 2016. Mr. Li
served as an audit assistant and a semi-senior auditor in Grant
Thornton from November 2000 to December 2002. He later
worked as a staff accountant, senior accountant and manager
in Ernst & Young from January 2003 to January 2007. He
acted as the chief financial officer of China Packaging Group
Company Limited (a company listed on the Main Board of the
Stock Exchange (Stock Code: 572)) from January 2007 to
July 2009. He also served as an independent non-executive
director of China Agrotech Holdings Limited (a company listed
on the Main Board of the Stock Exchange (Stock Code: 1073))
from December 2011 to June 2014. He received his bachelor’s
degree in commerce from the University of Queensland,
Australia in December 1998. He received his master’'s degree
in commerce (information systems) from the University of
Queensland, Australia in August 2000. Mr. Li has been a
member of CPA Australia since April 1999 and was granted a
certificate of certified practicing accountant of CPA Australia in
November 2006 and he has been a member of HKICPA since
February 2007.

Mr. Cao Ke, aged 44, was appointed as our independent non-
executive Director on 10 June 2015. He received his bachelor’s
degree in economics from Nankai University in China in 1995
and a master’s degree in business administration from the
University of Hawaii in USA in 2001. He possesses over 10
years of experience in financial management and over 8 years
of experience in financial investment and project management.
He served as Chief Financial Officer in Guangdong Esquel
Textile Enterprise Co., Ltd., Jiemi Int’| Trade (shanghai) Co.,
Ltd. and Guangdong Qide Education Service Ltd.. Since
January 2010, he served as Chief Investment Officer in Youngy
Investment Holding Group Co., Limited which is a reputable
investment company in the PRC. Since December 2012, he
served as Supervisor in AnHua Agricultural Insurance Company
Ltd and Shenzhen Huaxunark Technology Co., Limited. Mr.
Cao is also the vice Chairman of the board directors for Gefeng
Environmental Protection Technology Co,. Ltd.

Cybernaut International Holdings Company Limited
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SENIOR MANAGEMENT

Dr. Wang Matthew Yang (“Dr. Wang”), aged 51, joined
Cybernaut International Holdings Company Limited on 12
May 2017 as Co-Chief Executive Officer of the Company. He
currently serves as the President of Cybernaut Investment
Group and Chief Scientist of #/MZE%. He has been serving
as senior director of IBM Global Technology Committee (one
of 18 people worldwide), member of IBM American Innovation
Leadership Committee, vice chairman of Center for China and
Globalization (CCG), deputy director of China Big Data Expert
Committee, deputy director of China National Committee of
Cloud Computing Experts, council member of Council 2005
of Western Returned Scholars Association (WRSA), director
of China Entrepreneurs Association, executive director of
Zhejiang University Innovation Institute International (ZIll),
visiting professor of Zhejiang University, Tsinghua University,
China Europe International Business School and Cheung Kong
Business School. He has served as IBM global vice president
and general manager of China Development Laboratories (CDL).
He is a holder of a doctorate degree in computer science from
Vanderbilt University (812 £ X £) and a MBA degree from
George Washington University (B 83218 K £).

Dr. Wang joined IBM since 1998 and he was first appointed
as the chief architect of IBM’s global supply chain for personal
computers. After that, he was subsequently appointed as the
senior project director of IBM’s global services department,
being in charge of some projects in the aspects of electronics,
automobile, petroleum and others, with the funds involved
reaching several billion US Dollars. He also helped IBM to
establish the outsourcing center in India.
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In 2002, Dr. Wang joined the Research and Development
Department in his capacity being the executive assistant to the
president of IBM’s Global Research and Development Center.
His main job duties were to develop research in respect of
technological development and strategic direction. Innovation
Frontier Engineering, led by him, was a part of the national
innovation plan of the U.S. and was directly initiated by the
U.S. President. Since 2006, Dr. Wang was seconded to station
at the headquarters of Asia Pacific region and was appointed
as the general manager of IBM’s Software Technical Sales. His
duties were to lead more than 2000 professionals in respect
of technical sales and services distributed in the Greater
China, Japan, Korea, Australia, New Zealand, India and some
Southeast Asia countries, being dedicated to provide the
customers with various software and industrial solutions.

In 2008, Dr. Wang served as IBM global vice president and
general manager of the China Development Laboratories (CDL),
promoting the implementation of IBM’s cooperation with the
Chinese government and universities, including participation in
the Seattle China-US Internet Forum, leading more than 5,000
people in Beijing, Shanghai, Taipei, Guangzhou and Shenzhen.
On 1 March 2016, Dr. Wang announced its accession to
Cybernaut Investment Group, which manages more than
RMBG60 billion M&A funds for investments in overseas assets,
especially equity, and connects domestic industries. It uses
technology, capital, and international methods to enhance
domestic investment, industrial transformation, upgrading and
development.

Cybernaut International Holdings Company Limited
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Mr. Lee Yim Stephen, aged 43, is currently the director of
Soaring International Limited (Soaring), which holds 100%
owns equity interest of VT Zero Limited. As the director of the
Soaring enterprise, he oversees the eCommerce division of the
group companies, and also acts as the CEO of VT Zero Limited.
Mr. Lee was graduated with a BA (Hons) Finance from Hong
Kong University in 1998. With his enthusiasm in information
technology field, he joined Innaworks Ltd as development
specialist from 1999 to 2001. And from 2002 to 2005, he held
the position as senior developer in Tai Fook Securities Limited
and Emperor Capital Group. With his years of past experience
in IT sector and as software developer in the finance industry,
Mr. Lee founded the eBusiness startup named VT Zero Limited
in 2007. Prior to his startup business, he was a Project
Manager in UBS business group. With his strong experience
in software development and insight on internet shopping,
Mr. Lee managed the business of VT Zero Limited to achieve
an vyearly turnover of HK$10 million within the first two years.
Soaring International Limited enterprise is now the wholly-
owned subsidiary of Cybernaut International Holdings Company
Limited, with business majoring on eCommerce of branded
electronic products and second hand mobile devices.

Mr. Ng Hang Fai Calvin, aged 42, is currently the business
development director of Soaring International Limited, that
was founded with his partner Mr. Lee Yim Stephen in 2007.
Mr. Ng was graduated with a BA (Hons) Information Systems
from City University of Hong Kong in 1998. Upon graduation,
he joined Hong Kong International Terminals, IT Infrastructure
division and Hutchison PortsnPortals.com until he served as
development specialist in Innaworks Ltd. from 2000 to 2001.
He also participated the development of online securities
trading platform in TaiFook Securities during the period of 2002
to 2005. Then with his years of past experience in internet
application on research and development in shipping and
finance industry, Mr. Ng worked as a system analyst in CCASS
division of HKEx until he joined Mr. Lee Yim Stephen to start
the eBusiness venture in 2007. Mr. Ng has expertise on internet
marketing and always aims at exploring more online sales
channels for the Soaring International Limited enterprise, in a
view to reach fast growing online shoppers all over the world.
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Mr. Cheung Wing Lok Tommy, aged 37, joined the Company
in 2014. He is currently the directors of its subsidiaries, namely
HNELL  H BRI AR AR Huzhou Sai Le Hong Education
Technology Limited (8 /1 & &7, “Huzhou Company”), Time
Credit Limited, Total Tycoon Limited, China Safety Holdings
Limited and Happy Way Technology Limited of the Group.
Mr. Cheung received his bachelor’s degree in accountancy
from Curtin University of Technology, Australia in 2006 and
associate degree of Business Administration from HKU SPACE
in 2004. He is currently a student member of HKICPA and the
full member of the CPA Australia. Prior to joining the Company,
Mr. Cheung was an auditor and possessed over 7 years of
experience in areas of auditing and accounting. Other than
serving as subsidiaries’ director, Mr. Cheung also involved in
daily executive duties in the subsidiaries of the Group.

Mr. Wang Zhizhong, aged 51, is the deputy general manager
and the head of our Production Department of i & ¥ (& #H)
=AEEBR AT (Sinoref International (Yixing) Co., Ltd.*). Mr.
Wang joined our Group in 2005. Mr. Wang was qualified as an
assistant engineer by &M AZER (Wuxi Municipal Personnel
Bureau*) in 1995. He obtained FEMRIFKK R TK EFE
(Certificate for Accomplisher of Technological Achievement in
Shanghai*) for each of the project named “{E& & E /A =T
=L IE R (Development of hollow composite fusion cast
blocks*) and “A A I 38 & & &0 45 4 B 3 2L M R G A e B
7t” (Research on novel refractories for super structure of glass
furnace*) from LB MRIEETZ & (Science and Technology
Commission of Shanghai Municipality) in 2000.

Mr. Wang worked in the production technology department in
various companies including EEFEBEIESBMEBR AR
(Yixing Wellfire Nonmetal Materials Co., Ltd.) and B ®ifhffze
¥EMR A7 (Yixing Zhongeun Kiln Products Co., Ltd.*), before
joining our Group in 2005. In addition, Mr. Wang, jointly with
Mr. Xu and Dr. Zhang, invented the AJ#Zm AR LR,
ZE#E (Mono block Stopper with controlled gas flow) which was
registered as a patent (in respect of utility) in the PRC in May
2010.

Cybernaut International Holdings Company Limited
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Mr. Wen Zhuowei, aged 41, joined us in 2007 as head of our
Production Department and worked as head of our Purchasing
Department of EMEE (EE) mKEAEBR A F (Sinoref
International (Yixing) Co., Ltd.*) in 2013. Mr. Wen is mainly
responsible for our procurement and environmental protection
matters. Mr. Wen graduated from jT#t& EEETHEAZE (Jiangsu
Radio and TV University*). He worked for ;L& 2625 A @A R
A7) (Nike Jiangsu) Sport Products Co., Limited*) as production
supervisor from 2000 to 2005 and worked as shift leader in
ZEH (F8) BR2A A (Weimi Science and Technology (Yixing)
Co., Ltd*) from 2006 to 2007 prior to joining our Group.

For the purpose of this section, “*” denotes unofficial English translation.
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The Directors are pleased to present their report and audited
financial statements of the Group for the year ended 31
December 2018.

PRINCIPAL ACTIVITIES

The Group is primarily engaged in the manufacturing and selling
of paper converting equipment and other relating equipment,
eCommerce, eCommerce solutions and related support services
and selling of information technology products, money lending,
as well as, provision of internet education services.

The Group’s turnover is mainly derived from business activities
in Mainland China. An analysis of the Group’s income for the
year is set out in note 9 to the financial statements.

Particulars of the Company’s major subsidiaries as at 31
December 2018 are set out in note 41 to the financial
statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2018
are set out in the consolidated statement of profit or loss and
other comprehensive income on pages 127 and 128 of this
report.

The state of the Group’s affairs at 31 December 2018 is set out
in the consolidated statement of financial position on pages 129
to 130 of this report.

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2018.

The Company is not aware of any arrangement under which a
shareholder of the Company has waived or agreed to waive any
dividends.

Cybernaut International Holdings Company Limited
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Report of the Directors

EEEHRE

FIVE YEAR FINANCIAL SUMMARY

The result, assets and liabilities of the Group for the last
five financial years, as extracted from the audited financial
statements, are summarised on page 252 of this report.

PROPERTY, PLANT AND EQUIPMENT

Details of property, plant and equipment of the Group as at
31 December 2018 are set out in note 20 to the financial
statements.

SHARE CAPITAL

Details of the movements in share capital of the Company are
set out in note 35 to the financial statements.

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors as at the
latest practicable date prior to the issue of this annual report,
there was a sufficiency of public float the Company’s securities
as required under the Listing Rules.
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PURCHASE, SALE OR REDEMPTION OF THE R HESROFELT LHES
COMPANY'’S LISTED SECURITIES

During the year ended 31 December 2018, the Company (EZE—N\F+ZA=+—HILFE "
repurchased a total of 217,700,000 ordinary shares of the KA T B B (B57,339,000/8 7T (1K
Company at an aggregate purchase price of HK$57,339,000 L MekAXA) REEBERIME
(before brokerage and expenses) on The Stock Exchange of RN F) & B4 $£217,700,0000% & R &) &
Hong Kong Limited. Details of the repurchases of such ordinary &% - BEEIZES LB ZFIBOT ¢
shares were as follows:

Number of Price per ordinary share Aggregate

ordinary shares ST ERER purchase

Month of repurchase repurchased Highest Lowest price

BEA B BEEERSE BS =®{E HBEER

(’000) (HK$) (HK$) (HK$’000)

(FB) (#7T) (#7T) (F#&x)

February 2018 101,968 0.295 0.247 27,8083
—E-N\F_HA

April 2018 9,448 0.275 0.270 2,588
—ZE-)\F0mA

May 2018 39,364 0.280 0.265 10,762
—ET-NFHA

June 2018 17,892 0.270 0.255 4,693
—F-N\FXA

July 2018 28,336 0.270 0.250 7,208
—ZE-N\F+tA

September 2018 7,648 0.22 0.210 1,637
—E—/\FNA

October 2018 13,044 0.213 0.195 2,648
—ET-\F+A

Total 217,700 57,339

#Et

Save as disclosed above, there was no purchase, sale or B EXIEESEN  HE-_T—\F+=
redemption by the Company, or any of its subsidiaries, of any A=T—HILFE  KXABIKEEMWEB
listed securities of the Company during the year ended 31 NEEREE  DEYERAQREM L
December 2018. DikcE

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT
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RESERVES AND DISTRIBUTABLE RESERVES

Details of the movements in reserves of the Group during the
year are set out in the consolidated statement of changes in
equity.

The Company’s reserves available for distribution to its
shareholders as at 31 December 2018 was Nil (31 December
2017: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of sales and purchases for the year attributable
to the Group’s major customers and suppliers are as follows:

Percentage of
the total purchases/
sales accounted for

Purchases
- the largest supplier 6%
— five largest suppliers combined 20%
Sales
— the largest customer 4%
- five largest customers combined 9%

None of the Directors, their associates or any shareholder of the
Company (which to the knowledge of the Directors owns more
than 5% of the Company’s issued share capital) had an interest
in the five largest suppliers or customers of the Group noted
above.

At no time during the year under review, none of the Directors,
their associates or shareholders (which to the knowledge of the
Directors own more than 5% of the Company’s issued share
capital) has any interest in the customers or suppliers disclosed
above.

{6 O B2 T 53 il {5k O
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ENVIRONMENTAL POLICIES

The Group has always kept our sustainable development that
aligns with the harmonious relationship to the environment
and committed to pay close attention to conserving natural
resources. The Group strives to minimize our environmental
impact by water-recycling initiatives, sewage treatment
implementation, energy saving and wastage reduction, and
encouraging recycle of office supplies and other materials. On
gas emission, advanced equipments have been employed in
various production procedures to recover part of the wastage
particulates generated during production process and minimize
the emission to the fullest extent. The Group dedicates to
improving equipment efficiency and quality management in order
to reduce power consumption. It also requires our factories to
operate in strict compliance with the relevant environmental
regulations and rules and possess all necessary permission and
approval from the relevant PRC regulators.

The Group always insist on the ideology on issues of
environmental protection, being conventional, safe and clean.
To enhance environmental awareness and encourage daily
participation among staff in the continuous improvement of
environmental protection, the Group implements green office
practices, such as implementing paperless practice whenever
possible and engaging staff regularly on low carbon office
measures.

Cybernaut International Holdings Company Limited
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KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Board recognizes that employees, customers and business
partners are the keys to the sustainable development of the
Group. The Group is committed to building a close and caring
relationship with its employees and business partners and
improving the quality of services to the customers. Employees
are regarded as the most important and valuable assets of the
Group. The Group ensures all staff is reasonably remunerated
and its workers are provided with regular training courses on
operation of different types of machinery, as well as work safety.
The Group strives to motivate its employees with a clear career
path and opportunities for advancement and improvement
of their skills. It is committed to maintain a high standard of
corporate social governance essential for creating a framework
for motivating staff, and contributes to the community in which
we conduct our businesses and creates a sustainable return.
It also stays connected with its customers and suppliers and
has ongoing communication with the customers and suppliers
through various channels such as telephone, electronic mails
and physical meetings to obtain their feedback and suggestions.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group has compliance and risk management policies
and procedures, and members of the senior management are
delegated with the continuing obligation to monitor adherence
and compliance with all significant legal and regulatory
requirements. Our Audit Committee is delegated by the Board
to monitor the Group’s policies and practices on compliance
with legal and regulatory requirements and such policies
are regularly reviewed. Any changes in the applicable laws,
rules and regulations are brought to the attention of relevant
employees and relevant operation units from time to time.
Since the Group has subsidiaries in China and Hong Kong, the
establishments and operations shall comply with relevant laws
and regulations in the PRC and Hong Kong. During the year
ended 31 December 2018 and up to the date of this annual
report, the Group’s operation has complied with all the relevant
laws and regulations in the PRC and Hong Kong in all material
respects.
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DIRECTORS AND CHIEF EXECUTIVE

The Directors who held office during the year and up to the date
of this report were:

Executive Directors

Mr. Zhu Min (Chairman)
Mr. Sin Kwok Wai Ronald
Mr. Lu Yongchao

Mr. Xu Yejun

Mr. Gao Xiang'

Non-executive Directors

Mr. Chow Chi Wa
Ms. Yip Sum Yu

Independent Non-executive Directors
Mr. Tong Yiu On

Mr. Li Yik Sang

Mr. Cao Ke

Chief Executive Officer

Mr. Wang Matthew Yang?
Mr. Gao Xiang'

! Resigned on 12 April 2018
2 Appointed on 12 April 2018

DIRECTORS’ PROFILES

Directors’ profiles are set out on pages 80 to 86 of this report.

Cybernaut International Holdings Company Limited
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DIRECTORS’ SERVICE CONTRACTS

Mr. Zhu Min’s appointment has no fixed term and is subject
to retirement by rotation and re-election at the annual general
meeting of the Company. His remuneration as the executive
director and chairman of the Company will be determined by the
remuneration committee of the Company and the Board with
reference to his duties and responsibilities with the Company
and the prevailing market situation.

Mr. Sin Kwok Wai Ronald was appointed for an initial term of
three years commencing from 10 October 2014 renewable
automatically for a successive term of three year each
commencing from the next day after the expiry of the then
current term of appointment, unless terminated by either Mr.
Sin or the Company giving not less than three months’ notice
in writing expiring at the end of the initial term or at any time
thereafter.

Mr. Lu Yongchao’s appointment has no fixed term and is subject
to retirement by rotation and re-election at the annual general
meeting of the Company. His remuneration as the executive
director of the Company will be determined by the remuneration
committee of the Company and the Board with reference to his
duties and responsibilities with the Company and the prevailing
market situation.
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Mr. Xu Yejun, entered into a service contract with our Company
pursuant to which he agreed to act as executive Directors for
an initial term of three years with effect from 7 June 2010. The
term of service shall be renewed and extended automatically
by one year on the expiry of such initial term and on the expiry
of every successive period of one year thereafter, unless either
party has given at least three months’ written notice of non-
renewal before the expiry of the then existing term.

Mr. Gao Xiang’s appointment had no fixed term and was subject
to retirement by rotation and re-election at the annual general
meeting of the Company. His remuneration as the executive
Director and Chief Executive Officer of the Company was
determined by the remuneration committee of the Company and
the Board with reference to his duties and responsibilities with
the Company and the prevailing market situation.

Mr. Chow Chi Wa, our non-executive Director was appointed for
an initial term of one year commencing from 27 November 2013
renewable automatically for successive term of one year each
commencing from the next day after the expiry of then current
term of appointment, unless terminated by either party has
given at least three months’ notice in writing expiring at the end
of the initial term or at any time thereafter.

Ms. Yip Sum Yu was appointed for an initial term of one year
commencing from 10 November 2014 renewable automatically
for successive term of one year each commencing from the next
day after the expiry of the then current term of appointment,
unless terminated by either Ms. Yip or the Company giving not
less than three months’ notice in writing expiring at the end of
the initial term or at any time thereafter.

Cybernaut International Holdings Company Limited
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Mr. Tong Yiu On was appointed for an initial term of one year
commencing from 10 October 2014 renewable automatically for
successive term of one year each commencing from the next
day after the expiry of the then current term of appointment,
unless terminated by either Mr. Tong or the Company giving not
less than three months’ notice in writing expiring at the end of
the initial term or at any time thereafter.

Mr. Li Yik Sang was appointed for an initial term of one year
commencing from 10 October 2014 renewable automatically for
successive term of one year each commencing from the next
day after the expiry of the then current term of appointment,
unless terminated by either Mr. Li or the Company giving not
less than three months’ notice in writing expiring at the end of
the initial term or at any time thereafter.

Mr. Cao Ke, our independent non-executive Director was
appointed for an initial term of three years, subject to retirement
by rotation at the annual general meeting of the Company in
accordance with the Company’s articles of association. Mr. Cao
will be entitled to a director’s fee to be determined by the Board
based on his anticipated effort and expertise to be exercised on
the Company’s affairs.

No Director proposed for re-election at the forthcoming annual
general meeting has an unexpired service contract which is not
determinable by the Company within one year without payment
of compensation, other than normal statutory compensation.

The Company has arranged appropriate directors’ and officers’
liability insurance coverage for the Directors and officers of the
Group to protect the Directors and officers of the Group against
any potential liability arising from the Group’s activities which
such Directors and officers may be held liable.
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DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the particulars disclosed in note 38 under the
heading “Related party transactions” to the financial statements,
there were no other transaction, arrangement or contracts of
significance in relation to the Company’s business, to which
the Company or any of the Company’s subsidiaries was a party
nor there were any other transaction, arrangement or contracts
of significance in relation to the Company’s business between
the Company or any of the Company’s subsidiaries subsisting
at the end of the year or at any time during the year in which
a Director or an entity connected with a Director had, whether
directly or indirectly, a material interest.

No contract of significance had been entered into between
the Company or any of its subsidiaries and the controlling
shareholder (as defined in the Listing Rules) of the Company or
any of its subsidiaries.

No contract of significance for the provision of services to
the Company or any of its subsidiaries by the controlling
shareholder of the Company or any of its subsidiaries was
entered into.

DIRECTORS’ INTEREST IN SHARES

As at 31 December 2018, so far as was known to the Directors
of the Company, our chief executive officer of the Company had
an interest or short position in the shares and underlying shares
of the Company, which were required to be recorded in the
register maintained by the Company pursuant to Section 336 of
the SFO were as follows:

Cybernaut International Holdings Company Limited
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Long and short positions in the Shares and underlying REBROREERGZHFERXR
Shares
Interest in Approximate
Name of Number of underlying Shares  percentage of
Shareholder Nature of interest securities held of share option  shareholding
(Note 1) (Note 1) (%)
g Bk
BRER Eang FrisE %8 A HRRHER =544
(Het1) (Hit1) (%)
Mr. Zhu Min Interest in a controlled 990,284,000 Shares (L) - 24.91%
corporation
KrsE REEEER 990,284,000/ &7 (L)
Mr. Sin Kwok Wai Ronald Interest in a controlled 17,452,000 Shares (L) - 0.44%
corporation
HEIREE Rt ZEER 17,452,000 B3 (L)
Mr. Lu Yongchao Interest in a controlled 6,100,000 Shares (L) - 0.15%
corporation
oKL E RS EE RS 6,100,000 8 3 (L)
Note: Fiaz -
1. The letter “L” denotes the person’s long position in our Shares. 1. L REZATRARFRG 2FRE -
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

The Directors and the chief executive officer of the Company are
not aware that there is any party who, as at 31 December 2018,
had interests or short positions in the shares and underlying
shares of the Company, which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO or be directly or indirectly interested in 5% or more
of the nominal value of any class of share capital carrying rights
to vote in all circumstances of general meetings of the Company
or substantial shareholders as recorded in the register required
to be kept by the Company pursuant to section 336 of the SFO.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Share
Option Scheme”), which was adopted on 7 June 2010 (the
“Adoption Date”), for the purpose of providing incentives or
rewards to selected eligible participants for their contribution
to the Group. Unless otherwise cancelled or amended, the
Share Option Scheme will remain in force for ten years from the
Adoption Date.

Eligible participants of the Share Option Scheme include the
following:

()  any employee (whether full time or part time) of the Group
or any entity (the “Invested Entity”) in which any member
of the Group holds any equity interest (including any
executive director but excluding any non-executive director
of the Group or any Invested Entity);

Cybernaut International Holdings Company Limited

BHAEERZRERAT

FERRZER

MARRESEMITHRARMAAN R _F—
NF+ZA=+—H  TEERMALER
RED RARBER D B ARBES R
HY B 6B BEXVED 2 35 & 2 1& X A1 A%
RAFEBRZERIRR  RERIEEE
BRI BER TERR B HIEARRIA
RIFES LB GRHIFEIBHEFENET
MRS EERRMBRAE LIRE

EAIRB R AR M E E5 %3k A b 2 # et o

RRRRfERtE
Anw&A—EBRER S ([ #

B ZFER_ZT-TFXALH
(FWMBEY)) X9 BNRAKTES
B2 RERERBIEM  UKBRSE
HARKEEL 2 BR - BRIERTIUEHE
7 BRIBBETENARMERE—&
B RETE -

BREGFEZAERZ2EAERREIATA
+

() AEBXAEBEARERFRFE
BEzENER (RRARE) 2
EER (THEBEERE) (BEA
SESE R ERE B BTN
EXETEREEMAERITES)



(i)

(i)

(iv)

(vii)

(vili)

any non-executive directors (including independent non-
executive directors) of the Group or any Invested Entity;

any supplier of goods or services to any member of the
Group or any Invested Entity;

any customer of the Group or any Invested Entity;

any person or entity that provides research, development
or other technological support to the Group or any
Invested Entity;

any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by
any member of the Group or any Invested Entity;

any adviser (professional or otherwise) or consultant to any
area of business or business development of the Group or
any Invested Entity; and

any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliances or other business arrangement to the
development and growth of the Group.

The maximum number of Shares issuable upon exercise of the
options which may be granted under the Share Option Scheme
and any other share option scheme of the Group (including

both exercised and outstanding options) to each participant in

any 12-month period shall not exceed 1% of the issued share

capital of the Company for the time being. Any further grant of

share options in excess of this limit is subject to Shareholders’

approval in a general meeting.

~
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Share options granted to a Director, chief executive or
substantial shareholder of the Company, or to any of their
respective associates (as defined under the Listing Rules),
are subject to approval in advance by the independent non-
executive Directors (excluding independent non-executive
Director who is the grantee of the options). In addition, where
any grant of share options to a substantial shareholder or an
independent non-executive Director, or to any of their respective
associates, would result in the Shares issued and to be issued
upon exercise of all options already granted and to be granted
(including options exercised, cancelled and outstanding) to such
person in excess of 0.1% of the Shares in issue and with an
aggregate value (based on the closing price of the Shares at
the date of the grant) in excess of HK$5 million, in a 12-month
period up to and including the date of grant, such grant of
share options are subject to Shareholders’ approval in a general
meeting.

The offer of a grant of share options may be accepted within
21 days from the date of the offer, upon payment of a nominal
consideration of HK$1 by the grantee. The exercise period for
the share options granted is determined by the Board, whose
period may commence from the date of acceptance of the
offer for the grant of share options but shall end in any event
not later than 10 years from the date of the grant of the option
subject to the provisions for early termination under the Share
Option Scheme.

The subscription price for Shares under the Share Option
Scheme shall be a price determined by the Board, but shall not
be less than the highest of:

()  the closing price of Shares as stated in the daily
quotations sheet of the Stock Exchange on the date of the
offer of the grant, which must be a trading day;

(i) the average closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheets for the five
trading days immediately preceding the date of the offer of
grant; and

(i)  the nominal value of a Share.

Cybernaut International Holdings Company Limited
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Since the Adoption Date and up to 31 December 2017, HRMWBHBEE T —+tF+=-A=+

200,000,000 share options has been granted by the Company, —H A2 FE % H200,000,00017 i %
representing 4.77% of the issued share capital of the Company  # @ HERARRN_T—+tF+_A=
as at 31 December 2017. THZBBETRALTT% -
MOVEMENT OF THE SHARE OPTIONS BIRIEEE

Movements of the share options which were granted under the BIE TR ANE17.071& 0 REIEFEIR
Share Option Scheme, during the year under review were listed BRERETSRE CERESHNOT :
below in accordance with Rule 17.07 of the Listing Rules:

Outstanding Number of share option Outstanding
as at RRERE as at
1 January 31 December
Exercise 2018 2018
Date of price (HK$) RZB—N\F RIE-)\&
Grantee grant fiE®| —HA—H Granted Exercised Cancelled Lapsed +=B=+-H
&BA BHAM (%) RATE SR BT 2f:4 ] B&N HETE
Executive Director
BiTER
Mr. Lu Yongchao 16 March 2015 0.32 15,000,000 - - - (15,000,000) -
(Note 1)
AXEEE “E-REZATAH (Hrzt1)
Non-Executive Director
FHTER
Ms. Yip Sum Yu 16 March 2015 0.32 15,000,000 - - - (15,000,000) -
(Note 1)
Ermut “Z-REZAtAA (hitt)
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Outstanding Number of share option Outstanding

as at RRERE as at

1 January 31 December

Exercise 2018 2018

Date of price (HK$) RZZE—N\F RIZ-)\&

Grantee grant fiE®| —HA—H Granted Exercised Cancelled Lapsed +=B=+-H

EBA BHAH (#7) ARTE CRH BfT{E 23] BE% RFTHE

Employees

-1

Employees 16 March 2015 0.32 75,000,000 - - - (75,000,000) -

(Note 1)

8 “Z-RE=ZR1+7AH (Hi#1)

13 January 2016 0.315 80,000,000 - - - - 80,000,000
(Note 2) (Note 2)
ZE-RE-AT=H (Hit2) (Hi#2)

Total 185,000,000 - - - (105000,000) 80,000,000

it

Notes: Htet -

1. These options should be valid for a term of three years 1. ZEEREBRHBAR=F r8=-Z—%
commencing from 16 March 2015. The closing price of the FZA+NBREKR - ARAIRHBRZ
Company’s shares on 13 March 2015 (the trading day immediately T-RAF=AT=R (EEZSERER
before the date on which these options were granted) was HAHAMNRZSA) MIT{ER0.2487%5
HK$0.248. JC °

2. These options should be valid for a term of three years 2. REBEREBEMHAE=-F BZZT—AX

commencing from 13 January 2016. The closing price of F-—A+T=RABER - AATRNHL =
the Company’s shares on 12 January 2016 (the trading day T-R"F-A+ZH (ZEZEBERER
immediately before the date on which these options were granted) HHEBRHMR S A) /9l E /0.307%8
was HK$0.30. JC °

No share options were granted during the year ended 31 REBEEZZT—-NF+ZA=+—HLF
December 2018. B BERD TR -

The fair value of equity-settled share options granted during the REBEZZE—R"EF+A=1+T—HLHF
year ended 31 December 2016 was estimated as at the date of & @ BEZBALEBERE S AFETIR
grant, using the Black-Scholes option pricing model, taking into HHBEREE B [N — 4R 5
account the terms and conditions upon which the options were BT EENED R - WS RARER

granted. The following table lists the inputs to the model used: B 2GR NG - TRESIFTERAERER 2
28

Dividend yield (%) 0.00 JEBE(%) 0.00

Expected volatility (%) 86 T8 HA R 18 (%) 86

Risk-free interest rate (%) 1.134 12 BB 1) 2 (%) 1.134

Expected life of options (year) 1.50  BREZEFFH (F) 1.50

Closing share price at grant date (HK$) 0.3 RIFHBEZWMHE Bx) 0.3

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT
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The expected life of the options is based on management
expectation and is not necessarily indicative of the exercise
patterns that may occur. The expected volatility reflects the
assumption that the historical volatility is indicative of future
trends, which may also not necessarily be the actual outcome.

The fair value of equity-settled share options granted and the
Group recognised as in note 36, a share option expense of nil
during the year ended 31 December 2018 (2017: nil).

EMPLOYEES’ INTEREST IN SHARE OPTION
SCHEME

At no time during the year ended 31 December 2018 was the
Company or any of its subsidiaries a party to any arrangement
to enable the employees or any of their spouses or children
under the age of 18 to acquire benefits by means of the
acquisition of shares in the Company or any other body
corporate.

RIGHTS TO ACQUIRE COMPANY’S SECURITIES

Other than as disclosed under the sections “Share Option
Scheme” and “Directors’ Interest in Shares” above, at no time
during the year under review was the Company or any of its
subsidiaries, or any of its fellow subsidiaries, a party to any
arrangement to enable the Directors or chief executives of
the Company or their respective associates (as defined in the
Listing Rules) to have any right to subscribe for securities of the
Company or any of its associated corporations as defined in the
SFO or to acquire benefits by means of acquisition of shares in,
or debentures of, the Company or any other body corporate.

Bz GAFHDREERE 2 ARE
E o YT —ERRAIBEHB ZITERE -
T8 HA R 0 2 BR R SE R MR FT AR R R SR8 B 2
BR - BERLRERER -

BB EEERE 2 N ERAREE D
s R REE-_T—N\F+-_A=
+—BLFE—EHERERYAZT (=
—F T

EERMEREBZED

RBE-_Z-N\F+_A=+—HLFE
ML - AR B E NS R A3
BV AR BEREIREFZER
FH18FIA T 2 FRAJFEBARR R A
HAyx ABE 2z iy s -

RMEFLAFESFZET

BEXTERESE] REERENZ
e METFTIREE SN REEFEARE
IS - ARBKEEFAMBARREE
IR M B R R ERT LA R Be
ARRABZEEFRTRARAWNEESE 25
BA(ERRE LMAA) BEAEFNRE
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PLACING OF SHARES BREEE

Reference is made to the supplemental announcement made by BIRMARRNR=ZZE—N\F+—A=+—
the Company on 31 November 2018, relating to the use of the BT @R RMm  NEBER_E—+
proceeds from the placing under general mandate completed FZAZHTEMBRE R EETREE D
on 2 February 2017 and for the clarification on the annual SR EREREE S —+FFH - &
report 2017. It was announced that as at 31 December 2017, ~ME o RZE—EF+ZA=+—H B
the net proceeds from the Placing was approximately HK$176.6 EFIEMFTSFIEFE X A176,600,000
million (the “Placing Proceeds”), the net proceeds been applied B ((BEESBHEMEHKRIEALD - FSFKIE
in accordance with the proposed applications and the unutilized FREOERBERS:  RERBAZEE
Placing Proceeds was approximately HK$63.2 million. EIHFT1SFIAA £63,200,000% 7T ©

The following table sets out the breakdown of the use of  TER#IIAEBR -ZT— N\EQNFRFERE

proceeds in the Group during year 2018: &2 A -
RMB
Equivalent HK$
ARWSE BT
(’000) (’000)
(F7m) (F7E)

Administrative expenses 1,402 1,661
THAX
Consultation and service 960 1,138
i o N AR 7S
Professional fees 7,294 8,647
HEXER
Legal fee 2,561 3,036
ERER
Office expenses 9,663 11,454
MWAERE
Share register and listing fee 505 598
B 5 1M K2 = & A
Audit fee 1,143 1,355
EZER
Others 451 535
HAh
Total 23,979 28,424
i

veseoes @ Cybernaut International Holdings Company Limited
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The total balance of the unutilized Placing Proceeds was
approximately HK$34.8 million, and the Group intends to
use the remaining unutilized Placing Proceeds mainly on the
administrative, office expenses and professional fees in 2019.

MATERIAL TRANSACTION

Reference is made to the announcement made by the Company
on 1 August 2018, relating to the disposal of the subsidiary
(“Disposal”) of the Company, where the Sale Shares represents
100% of the issued share capital of the Disposal Company
(“Sinoref (BVI) Limited”). The discontinued operation are re-
represented as set out in note 44 to the financial statements.
The material transaction of Disposal constitutes a major
transaction of the Company under Chapter 14 of the Listing
Rules.

CONNECTED TRANSACTION

The Company received the Auditor’s Certificate confirming that
the 1st guaranteed profit for the 1st guaranteed period had been
fulfilled in the business and set out in note 34. Accordingly,
the Company issued the 1st Promissory Note in the principal
amount of HK$55 million to the Vendor or its nominee(s) on 30
September 2018 as set out in note 33, for the partial settlement
of the Consideration pursuant to the Sale and Purchase
Agreement dated 26 July 2017 which constitutes a discloseable
connected transaction as defined under the Listing Rules.

MABAZEESEMESRBRESRNA
34,800,000/ 7T « RAEBEAGH T AR
HRACRESEMERBEETZHAN-Z
—NFZITR PBAETHIREEER -

EXXH

ERMARANBAR T —N\F)\A—BFIE
2R ARBBEEEARRQTMHE R TR
([HEEHE])  EREERMANEEAT
(['Sinoref (BVI) Limited]) 2 100%2 317
IR o B 4% A8 B 1R B 7 TR R Bt 5244
FrEiEF 25 - IBRIELTARAETHE -
PEFHZBEARGERARAZEER
% °

MEX 5

RAREEZHAFERE  FHE AR
FHRENE —RIBNENEBZBIERE
ERK FEBEAMI RS o At sk
HE3FTHE C ARFRRZZE—NFNLA=
THRBERBMA-T—tFLtA=+XH
ZEERERAESIERBARITASE
55,000,000/ 7T 2 58 —#tF L 2 - AR
SR EARE - HEK ETRRIETAE
BLATHRBERERS -
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CONTINUING CONNECTED TRANSACTION

On 26 July 2017 (after trading hours of the Stock Exchange),
the Board announced that the Cybernaut International Holdings
Company Limited “Company” (as the purchaser), Cybernaut
Education Limited, a company incorporated in the BVI with
limited liability, which is owned as to 90%,5% and 5% by
Mr. Zhu Min, Mr. Zhao Yingming and Mr. Zhao Yingyong
respectively “the Vendor”, (as the vendor) and Mr. Zhu Min “Mr.
Zhu” (as the guarantor) entered into the Sale and Purchase
Agreement, pursuant to which the Company has conditionally
agreed to acquire from the Vendor and the Vendor has
conditionally agreed to sell to the Company the Sale Shares at
the consideration of HK$320 million which shall be settled by
cash and the Promissory Notes. In addition, i/ &EL B R
R AP A A (Huzhou Sai Le Hong Education Technology Limited)
“Huzhou Company”, FAIAZ (k) HERHE AR AR (Capital
Wowxue (Beijing) Education Technology Limited) “Wowxue”
and the Registered Shareholders have entered into the VIE
Agreements on 30 August 2017 (as amended by supplemental
agreements dated 25 September 2017), for the Reorganisation
in order to enable the financial results, the entire economic
benefits and the risks of the businesses of Wowxue to flow into
Huzhou Company and to enable the Cybernaut Technology
International Limited “Target Company” to have indirect control
over Wowxue as contemplated under the Sale and Purchase
Agreement.

The Company got the approval of the Independent Shareholders
for the Sale and Purchase Agreement, the VIE Agreements
and the transactions at the EGM held on 16 November 2017.
And on 24 October 2017, the Target Company was wholly-
owned by the Vendor which was owned as to 90% by Mr. Zhu,
a Director and a substantial Shareholder (as defined under the
Listing Rules), and Mr. Zhu was one of the beneficial owners
of Wowxue. Thus, the Vendor and Wowxue were associate
of Mr. Zhu was a connected person of the Company under
Chapter 14A of the Listing Rules. Accordingly, the entering into
of the Sale and Purchase Agreement constitutes a connected
transaction and, upon Completion, the entering into of the VIE
Agreements constitutes continuing connected transactions for
the Company under Chapter 14A of the Listing Rules, and is
subject to the strict compliance with the requirements set forth
under Rule 14A.52 and Rule 14A.53 of the Listing Rules.

Cybernaut International Holdings Company Limited
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Notwithstanding that the transactions under the VIE Agreements
technically constitute continuing connected transactions
for the purposes of Chapter 14A of the Listing Rules, the
Directors consider that it would be unduly burdensome and
impracticable, and would add unnecessary administration costs
to the Company, for all transactions contemplated under the
VIE Agreements to be subject to strict compliance with the
requirements set forth under Rule 14A.52 and Rule 14A.53
of the Listing Rules. The Company has applied to the Stock
Exchange for the Waiver and the Stock Exchange has then
granted the Waiver.

COMPETING INTERESTS

None of the Directors or the substantial shareholders of the
Company and their respective associates (as defined under the
Listing Rules) had any interest in a business which competes or
may compete with the business of the Group or has any other
conflict of interest with the Group during the year and up to the
date of this report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares on
a pro rata basis to existing shareholders.

MANAGEMENT CONTRACTS

No contracts of significance concerning the management
and administration of the whole or any substantial part of the
business of the Company were entered into or existed during
the year, other than those are disclosed in this report.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

Save as disclosed in this report, as of 31 December 2018, none
of the Directors or their respective associates had engaged in
or had any interest in any business which competes or may
compete with the businesses of the Group.

BEANENERRRETNEEIIK
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EMOLUMENT POLICY

The emolument policy of the employees and senior
management of the Group is set by the remuneration committee
of the Company on the basis of their merit, qualifications and
competence.

The emoluments of the Directors are decided by the
remuneration committee of the Company, having regard
to market competitiveness, individual performance and
achievement.

The Company has adopted a share option scheme as an
incentive to among other Directors and other eligible employees
of the Group. Details of the scheme are set out in note 36 to
the financial statements.

CORPORATE GOVERNANCE

Details of the Company’s corporate governance practices are
set out in the section headed “Corporate Governance Report”
of this annual report.

CHARITABLE DONATIONS

The Group had no charitable donations during the year ended
31 December 2018.

BUSINESS REVIEW

Please refer to the section headed “Management discussion
and analysis” in this annual report for a business review and the
future prospects of the Company. Please refer to the notes to
the financial statements in this annual report for the principal
financial risks faced by the Company. Please refer to Note 42 to
the financial statements in this annual report for the important
events of the Company after the financial year ended 31
December 2018.

Cybernaut International Holdings Company Limited
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AUDIT COMMITTEE

The Company established the Audit Committee with written
terms of reference in compliance with the requirements as
set out in the Listing Rules for the purposes of reviewing and
supervising the financial reporting process and internal controls
of the Group.

The Audit Committee currently comprises three independent
non-executive Directors, namely Mr. Tong Yiu On (Chairman),
Mr. Li Yik Sang and Mr. Cao Ke. The Audit Committee has
reviewed and discussed with the management and the external
auditor for the financial reporting matters including the annual
results for the year ended 31 December 2018.

AUDITOR

With effect from 29 January 2016, as Deloitte Touche Tohmatsu
(“Deloitte”) and the Company could not reach a consensus on
the audit fee for the financial year ended 31 December 2015,
the Board has appointed Elite Partners CPA Limited (“Elite”) as
the new auditor of the Group to fill the vacancy occasioned by
the resignation of Deloitte.

A resolution to re-appoint the retiring auditor, Elite Partners CPA
Limited, will be proposed at the forthcoming annual general
meeting.

By order of the Board

Cybernaut International Holdings Company Limited
Zhu Min

Director

Hong Kong, 29 March 2019
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Independent Auditor’s Report
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elite
< partners

CERTIFIED PUBLIC ACCOUNTANTS

TO THE MEMBERS OF CYBERNAUT INTERNATIONAL
HOLDINGS COMPANY LIMITED
(incorporated in the Cayman Islands with limited liabilities)

OPINION

We have audited the consolidated financial statements of
Cybernaut International Holdings Company Limited (the
“Company”) and its subsidiaries (together the “Group”) set
out on pages 127 to 251, which comprise the consolidated
statement of financial position as at 31 December 2018,
and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for
the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies. In our opinion, the consolidated financial statements
give a true and fair view of the consolidated financial position
of the Group as at 31 December 2018 and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Cybernaut International Holdings Company Limited
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the “Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements” section of our report. We are independent
of the Group in accordance with the HKICPA's “Code of Ethics
for Professional Accountants” (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters.
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Key audit matters

FREHER

How the matter was addressed in our audit

BB NMNEERREHER

Impairment assessment of goodwill and intangible assets

HERERREREFG

As at 31 December 2018, the Group had goodwill and
intangible assets of approximately RMB444 million
and RMB96 million respectively, which were allocated
to three cash generating units, namely Money lending,
eCommerce and Internet education services “CGUs”.
For the purpose of assessing impairment, the Group
appointed an independent external valuer to assess
the recoverable amount of the CGUs, which were
determined by management based on the higher of
value-in-use and fair value less costs of disposal.
The valuation requires significant judgement made
by management in determining the CGUs. We had
identified impairment of goodwill and intangible assets
as a key audit matter because significant management
judgement was used to appropriately identify the
CGUs and to determine the key assumptions
including estimated future income, operating
margins and discount rates. After the management
assessment, management has concluded that there
is no impairment in respect of goodwill and intangible
assets.

RZE-—NFE+ZA=+—H EEEBEzAB%
R\ EED R # AR 444,000,000 & A R ¥
96,000,0007T - HEESRE=ARSEEEL - AWK
B BFRESREMBEHERG [ReEESML] - A

AHERE S BEREERE-RBIIMNEGEEMFER
CEABRUZAIRESRE  AHEREREERE

EMAFERLERAZBRREEE - ReELEN
ZEFERERBELEAAE - HAITK - BRE
BEEMERABAREE LR RCELEUNERE
R MR (BEAARKE  REMBERFTREX)
BRMBHERELEEREZRN SERETEHE -
REEBEFGR EEEREHERENEREEL
RIE
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Our audit procedures to address the impairment
assessment of goodwill and intangible assets
included the following:

BRI E LB EEREANETIZTEENAT

e Assessing the management’s identification of CGUs
based on our understanding of the Group’s operation.
BERMY EEELLNBRTHERBEURSE
H BRI

e Assessing the reasonableness of the underlying cash
flow projections used for the determination of the CGUs
prepared by management, including but not limited to
calculation methodology, assumptions, growth rate,
operating margins and discount rate.
HEEEERNETREELEMMRRNBHARS
RERAREERE - BREETERAEDE - KRR
RE - REFMBRIFTREK -

e Comparing the current year actual cash flows with
the prior year cash flow projections to consider if the
projections included assumptions that were overly
optimistic.

BAFENERREREE FFNReRER
LB - Z BTRRIF B S M RJ S BNES

BETT

e Testing on the accuracy and reliance of the input data
used for the preparation of the cash flow projection on
a sample basis.
BRERELENHANRRER SRERANE AR
BYERE N A 5 o

e Assessing the sensitivity analysis on key assumptions
being used in the cash flow project (e.g. using a range
of higher discount rates and lower revenue growth
rate).

AHERAR R RETRANBERERR 2 UREST (B
IERESERSIITRERBRENRAKREK)



Independent Auditor’s Report
B A% AR &

Key audit matters

FREHER

Impairment assessment of trade receivables

B2 5 B or % TR {6 BT M

As at 31 December 2018, the Group had trade
receivables of approximately RMB53 million, net of
impairment. We had identified impairment of trade
receivables as a key audit matter because significant
judgements had to be made for the assessment of
the recoverability for each debtor including trading
history, credit history and estimated future cash flow.
Management has concluded that approximately
RMBO0.5 million in respect of the impairment of
trade receivables was recognised in the Group’s
consolidated profit or loss.

RZB-—N\FE+ZR=+—0 - E5EMKRREER
2B 5 EWERIE L A R ®53,000,0007 © B R
BUEBANAKREMAREHERAB T AITK - 2
RESEEL - ERELRAEFAKREESRE - HHFM
HE SRR FIBREZR RERETEEH - ERER
woOMESRWHEZRER BEXRENGEERNA
HER K AR #500,0007T °

How the matter was addressed in our audit

BB NMNEERREHER

Our audit procedures to address the impairment of
trade receivables included the following:

BPREE S EREFBRENETREFEEAT

e Testing the accuracy of the ageing of receivables
balances on a sample basis.

PR AR B AR A B PR MR TR R RE R i O R REE -

e Assessing the reasonableness of management’s
loss allowance estimates on trade receivables by
examining the information used by management
to form such judgements, including testing the
accuracy of the historical default data, evaluating
whether the historical loss rates are appropriately
adjusted based on current conditions and
forward-looking information and examining the
actual losses recorded during the current financial
year and assessing whether there was an
indication of management bias when recognising
loss allowances.
FRRTERRBEREBAGNKIAER  FEE
BEEHESRUFENEREGLARERE &
ORI HE 232 QO BUR < W - ARIRE ATARR K AT
BUEEHAEELEEXESECEEABRLREE
R FERENEBSHNEREE - WERREBERER
KAt et FEERRENTR -

e Testing on large individual aged receivables
balances, understanding the rationale for
management’s provisioning decisions by
reference to payment patterns during the year as
well as other information available.
BREESERA BRRRRNERZIESRE &
B2EFRNNNREAREMRAENERERE
BBRTE 2 IRIE ©

e Assessing the level of cash collected by the
business after the year end of past due receivable
balances to consider any additional provisioning
requirements.

AHERER 2 & EB R AR SCRIRRED Y E 2
BEKF - AZBBESELERBIMNEBHEESL -
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Key audit matters

FREHER

Impairment assessment of loan receivables

e 5 R (L AT 4

As at 31 December 2018, the Group had loan
receivables of approximately RMB218 million.
During the year ended 31 December 2018, no
impairment had been provided by the Group on
the loan receivables. We had identified impairment
assessment of loan receivables as a key audit matter
because significant management judgement had to
be made for the assessment of the recoverability of
the receivables. (e.g. the credit history and estimated
future cash flows).

RZE-—NFE+A=+—H  EBE5EZEKERK
#AR¥218,000,0007T - RBEZTE—NF+A=
T—BEFEAR - BEEEHEELERRETURER
1# o BRI E R GRIER AT B 1 (Blan{E B 4c 8%
RARBERE 2 M) BIEHEREEREHE S AT
B BRI R E FORER BRI AR E FIR

Cybernaut International Holdings Company Limited

BHAEERZRERAT

How the matter was addressed in our audit

BB NMNEERREHER

Our major audit procedures to address the
management’s impairment assessment of loan
receivables included the following:
BAREEEEHREKRE RN R ET HOHERETIE
FEIENAT

e We discussed with management if there
is any indicator of impairment of the loan
receivables and accessed the reasonableness of
management’s assessment, in particular, those
balances had been past due.
BFIEREIRE N wERERES B3R AR ED
X WEISEBEIGNEENL  LEEZEEH
[t R

e We tested on a sample basis on the settlement
made by the borrowers during the year and their
subsequent settlement with reference to the
repayment schedule.
BIRERNEETV2RERFRAUERARFEAE
BrzeBRER @RELDAHA -
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Key audit matters How the matter was addressed in our audit

FREHER BB NMNEERREHER

e Assessing the reasonableness of management’ s
loss allowance estimates on loans receivable by
examining the information used by management
to form such judgements, including testing the
accuracy of the historical default data, evaluating
whether the historical loss rates are appropriately
adjusted based on current conditions and
forward-looking information and examining the
actual losses recorded during the current financial
year and assessing whether there was an
indication of management bias when recognising
loss allowances.
FRRETEREEREMARRKMAAEN  FEE
BESEVERNEBERBEHGLGFESSE - 2158
AE L BOBIR 2 RN - RBE AR R ATHE M
BERFEELBEEXRLACEERABMREE M
RFEE RSN ERER - WHERREBREERT
HEEAFEERRENIR

e Reviewing and testing the Group” s credit control
policy over extension of existing loans and
monitoring of interest repayments according to
the terms as stipulated in the loan agreements.
REBEERHETRENGES  BERIR E5E
MEERHEEX  BRERRAERKEENEE

=/
e
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Key audit matters

FREHER

CONTROL OF mENAZ (I R) HERKARA
& (CAPITAL WOWXUE (BEIJING) EDUCATION
TECHNOLOGY LIMITED *) (“WOWXUE?)

HREMWAZ (R HERKBRAR (RE]) 2
il 4

The directors of the Company, after consulting legal
opinion, are of the view that the Group has control
over Wowxue (defined in note 40 to the consolidated
financial statements) through the Contractual
Arrangements (defined in note 40 to the consolidated
financial statements) and has accounted for it as a
subsidiary of the Group during the year ended 31
December 2018 despite the absence of formal legal
equity interest held by the Group in Wowxue. Please
see note 40 for details.
BERFIESKHBRNEEERR  RR EEEEBE
Az (TERGEMBMRNTL0) BEERBZ &
HlE (E& RS MBmKRMTL0)  YREBE_T—
NE+TZA=+—BHLEFEHHEER EXRENHWE
NAIARR B8 BEEBUTANABHEALENEZER
B o FIER2 RM40 -

Cybernaut International Holdings Company Limited
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How the matter was addressed in our audit

BB NNEEMREHER

We have read the relevant agreements and other
relevant documents, discussed with lawyer engaged
by the Group, considered the relevant legal opinion
provided by the Group and the requirements in the
relevant accounting standard to determine whether
the Contractual Agreements have given the Group
control over Wowxue.

RETENREEAE EXEEHEARBZEHE -
BMEHERBHE R EMEE Y - 2 EREE
BZEMNR YER BSREMRHIEEEZE
RRBEGTERIZHRE -
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OTHER INFORMATION IN THE ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Company’s annual report, but does not include
the consolidated financial statements and our auditor’s report
thereon. Our opinion on the consolidated financial statements
does not cover the other information and we do not express any
form of assurance conclusion thereon. In connection with our
audit of the consolidated financial statements, our responsibility
is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this
regard.

DIRECTORS’ AND THOSE CHARGED WITH
GOVERNANCE 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 HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and
such internal control as the directors determined is necessary
to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern
basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.

FERHEMBH

ARRIEFAHEMENAR - Ri0EH
BiE BERARFRAMBNER  BETE
HRER A M ISR R PIEA B P e i B
HE - RAHRAMBRENELL TR
EEMEBER RPN THREEMER S
KEMPANRES® - LRFIHEREH
BHRRONES  BANETHARNEME
o WL EETEEEMER R R
BHREXBRERTBET AATOBER
ERFEEREBREUFEERBERR
o ERHEMEATHIME - MEMRA
Hitn B FEERBRERA - HAARE
ZEE o LI BERFRARS ©

EFERA
RiEHRE

EBHRGREMERRA

ARRIEFAARRBEEAGHMAER
o B & 78 B 75 S 5 R I )R BB 2 R 16151 B
BERERVESAMBERER - USHEEY
BHREEHEEMATFHRR - MEEHE
RBHAREAR A M SRR A B A AR IE
il - LA ARG B ISR N F A B R EGEF
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AUDITOR’S RESPONSIBILITY FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Qur objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. This
report is made solely to you, as a body, in accordance with the
terms of our 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.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

o identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal
control.

° obtain an understanding of internal control relevant to
the audit 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
Group’s internal control.

Cybernaut International Holdings Company Limited

BHAEERZRERAT
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o evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

o conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause
the Group to cease to continue as a going concern.

° evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

o obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with
them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable,
related safeguards.
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From the matters communicated with those charged with WEDRIEEBBMEEFR RMETZE
governance, we determine those matters that were of most  HAHMGATKBERNBEARAEEN
significance in the audit of the consolidated financial statements FIH - AmEKERETEE - BHMEZ
of the current period and are therefore the key audit matters. HERETREMEZEEIE  RIEEEIE
We describe these matters in our auditor’s report unless law or BRIAATAREEZEEE  ERRE
regulation precludes public disclosure about the matter or when, ROERAT  aEBEBRMREMcmESD
in extremely rare circumstances, we determine that a matter AR EFEERNBEEERBBELNA
should not be communicated in our report because the adverse FRe - MIBRFPRETEERS P ERZ
consequences of doing so would reasonably be expected to £IF o

outweigh the public interest benefits of such communication.

Elite Partners CPA Limited AT EEEMEEMRBRLTE
Certified Public Accountants RS AT

Hong Kong, 29 March 2019 BE  ZE-NF=H=+1H
Chan Wai Nam, William 23]

Practising Certificate no. P05957 NEBERS  P05957

10th Floor, B

8 Observatory Road, e

Tsim Sha Tsui, ESL

Kowloon, RN EZE85R

Hong Kong 1012

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT



Consolidated Statement of Profit or Loss and Other Comprehensive Income

REBERREMEE KGR

Continuing operations
Revenue
Cost of sales/service rendered

Gross profit

Other income

Impairment loss

Selling and distribution costs
Administrative expenses
Finance costs

Loss before taxation
Taxation

Loss for the year from continuing
operations

Discontinued operation
Loss for the year from
discontinued operation

Loss for the year

Loss for the year attributable to:
Equity owners of the Company
Non-controlling interests

Loss attributable to equity owners
to the Company arising from:
Continuing operations
Discontinued operations

REERE
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HE RERBA

EH

HABWA
REEER

HE KD HRA
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Notes

B e
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12

13

14
15

For the year ended 31 December 2018
BHE—Z-NF+-A=+—HILFE

2018 2017
—E—N\EF —E—+F
RMB’000 RMB’000
AR®WTT AR¥ETTT
(Re-presented)

(EF27)

237,798 271,620
(167,375) (220,899)

70,423 50,721
6,023 1,486
2,184 (6,219)
(3,667) (8,745)
(102,886) (73,769)
(4,696) (4,985)
(32,619) (86,511)
4,552 3,546
(28,067) (82,965)
(52,888) (105,372)
(80,955) (138,337)
(81,586) (139,058)

631 721
(80,955) (138,337)
(28,698) (33,686)
(52,888) (105,372)
(81,586) (139,058)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

REBEBEREMEZE KSR

For the year ended 31 December 2018

HE-_Z—N\E+-A=+—HILtEE

Loss per share:

From continuing and discontinued
operation
Basic (cents per share)

Diluted (cents per share)

From continuing operations
Basic (cents per share)

Diluted (cents per share)

LOSS FOR THE YEAR

OTHER COMPREHENSIVE
INCOME/(EXPENSE)

Item that may be reclassified
subsequently to profit or loss:

Exchange differences arising on
translation of foreign operations

OTHER COMPREHENSIVE
INCOME /(EXPENSE)
FOR THE YEAR

TOTAL COMPREHENSIVE
EXPENSE FOR THE YEAR

Total comprehensive expense
for the year attributable to:
Equity owners of the Company
Non-controlling interests

Total comprehensive expense
attributable to equity owners of
the Company arising from:
Continuing operations

Discontinued operations

BHAEERZRERAT

BEREIE -
KEFERDRIEREER

AN (BB
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FEBR
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Cybernaut International Holdings Company Limited

2018 2017
—E-)\%F —E—+tF
Notes RMB’000 RMB’000
s AR¥WTT AR¥ETTT
(Re-presented)
(BEFHZ3)
19
(2.02) (3.49)
(2.02) (3.49)
(0.71) (0.84)
(0.71) (0.84)
(80,955) (138,337)
7,485 (41,132)
7,485 (41,132)
(73,470) (179,469)
(73,508) (180,161)
38 692
(73,470) (179,469)
(20,620) (74,789)
(52,888) (105,372)




Consolidated Statement of Financial Position

& IR R

Non-current assets
Property, plant and equipment
Goodwill

Intangible assets

Prepaid lease payments

Current assets

Inventories

Trade receivables

Bills receivables

Loan receivables

Other receivables, deposits and
prepayments

Prepaid lease payments

Restricted bank deposits

Bank balances and cash

Assets of disposal group classified as
held for sale

Current liabilities

Trade and bills payables
Other payables and accruals
Contract liabilities

Tax liabilities

Bank and other borrowings
Promissory notes

Liabilities of disposal group classified
as held for sale
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Notes

B =

20
21
22
23

24
25
26
27

23
28
28

29
30

31
33

At 31 December 2018
RZE-N\F+=A=+—H

2017

Tt

RMB’000 RMB’000
AEBTE  ARETR
11,909 13,965
444,306 427,678
96,397 152,974
96 149
552,708 594,766
18,682 38,013
53,425 127,374
- 3,826
217,566 176,368
37,869 75,838
156 156
5,415 5,741
138,631 193,982
471,744 621,298
109,373 -
581,117 621,298
69,061 119,746
3,689 22,242
2,490 1,853
5,394 7,991
86,502 50,643
- 185,576
167,136 388,051
100,973 -
268,109 388,051
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Consolidated Statement of Financial Position
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At 31 December 2018
R=F—N\F+=F=+—8H

Net current assets

Total assets less current liabilities

Non-current liabilities
Deferred tax liabilities
Promissory notes
Contingent consideration

Net assets

Capital and reserves
Share capital
Reserves

Non-controlling interests

Total equity

REBRERE

RERERRBAR

FERBAR
EERIA B &
A EE
HARE

BEFE
RE R W

A
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The consolidated financial statements were approved and

Notes

B =

32
33
34

35

2017

—E 5

RMB’000 RMB’000
AR®TT ARETIT
313,008 233,247
865,716 828,013
24,865 35,883
237,056 -
108,402 143,143
370,323 179,026
495,393 648,987
337,128 355,046
155,788 291,502
492,916 646,548
2,477 2,439
495,393 648,987

HEVBHRRHETEN_FT-NF=A

authorised for issue by the Board of Directors on 29 March

“tHABRRERBENE  YARATRE

2019 and are signed on its behalf by: B2
EBEFE EFE
DIRECTOR DIRECTOR
b HKER
Zhu Min Sin Kwok Wai Ronald

Cybernaut International Holdings Company Limited
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At 1 January 2017

Loss for the year
Qther comprehensive income
for the year

Total comprehensive expense
for the year
Issue of share upon exercising
of warants
Issue of shares upon placing
Issue of shares upon exercising of
share options
Expiry of warrants

At 31 December 2017

Adjustment on inital application
of HKFRS 9

Adjusted balance at 1 January 2018

Loss for the year

Other comprehensive income

Total comprehensive expense
for the year

Repurchases of share

Lapsed of option

At 31 December 2018

Consolidated Statement of Changes in Equity
MRERRgER

i S |

FRER
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FERMRREE
RfeaRERR
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For the year ended 31 December 2018

HE—T N\Ft-A=+—BILFRE

Total equity attributable to the owners of the Company

Total
&t

RBO00
ARRTTL

563,850

(136,337

#1%)

(179469

103,700
196,662

3302)

615,961

1709

LV PN
Capital Share Non-
Share  Share redemption  Special Statutory  options  Warrant Exchange  Accumulated controlling
capital premium  reserve  reserve  reserves  reserve  reserve  reserve losses ~ Subtotal interest
7 R
Bs BAER UORRE SHER RERE BREGRE REGA  ESGR 0 AMER 0 FRBER
RMBO00  RMB'0O0  RMB'OO0  RMB'0O0  RMB'000  RMB'000  RMB'000  RMB'000 RMBO00  RMB'000  RMB000
ARETT ARETR ARETT ARMTR ARETR ARETR ARETR ARMTR  ARETR ARETR ARETH
(Notea)  (Noteb)
(e (Hilo)
26401 430212 - T dssis 243 9569 47418 (310678 562,103 1747
- - - - - - - - (139,058 (139,058) 71
- - - - - - - W0 - {03 9
- - - - - - - (#03) (139,088 (180,161) 692
567 76528 - - - - 139 - - 108700 -
52752 103910 = - - - - - - 156,662 -
136 4219 - - - (130 - - - 4 -
- - - = = - I = 2179 - -
306,046 616,864 - T 4818 20130 - 6,375 (447552) 646,548 2439
- - - - - - - - (33026)  (33,026) -
35,046 616,864 - dgger 4818 20130 - 6,375 (480578 613,522 2439
- - - - - - - - (81,586)  (81,586) 631
B} B B - . - - 80 -4 (539)
- - - - - - - 8,078 (81,586)  (73,508) 3
(17918 (291800 17918 - - - - - (17,918)  (47,09) -
- - - - - (11,500 - - 11,504 - -
7108 oeTe8L 17918 46867 48818 862 - 1448 (568578 492,916 241
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Consolidated Statement of Changes in Equity
RERREER

For the year ended 31 December 2018

HE_Z—N\F+-A=t+—ALEE
Notes:
(a)  Special reserve represents the difference between the nominal

value of shares of the Company issued as consideration in
exchange for the aggregate of the paid-up capital of the
subsidiaries of the Company arising upon the corporate
reorganisation to rationalise the Group’s structure prior to listing
of the Company’s shares on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

In accordance with the relevant laws and regulations of the
People’s Republic of China (“PRC”), the PRC subsidiaries
are required to provide for PRC statutory reserves, including
enterprise expansion fund and general reserve fund, by way of
appropriations from its statutory net profit (based on the PRC
statutory financial statements of the PRC subsidiaries) but before
dividend distributions.

All appropriations to the funds are made at the discretion of the
board of directors of PRC subsidiaries. The board of directors
of the PRC subsidiaries shall decide on the amounts to be
appropriated based on its profitability each year.

The enterprise expansion fund may be used to increase registered
capital subject to approval from the relevant PRC authorities. The
general reserves fund may be used to offset accumulated losses
or increase the registered capital subject to approval from the
relevant PRC authorities.

Cybernaut International Holdings Company Limited
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Consolidated Statement of Cash Flows
n _\éiﬁvﬁjﬁ:%%

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

2018 2017
—Z2-N\f —E—+F
RMB’000 RMB’000

AR®TR ARETT

Operating activities BEEH
Loss before taxation from: BUATESBES ZBRBAIEE
Continuing operations HEREER (32,619) (36,511)
Discontinued operation BRIHEEER (52,888) (105,372)
Adjustments for: BA TSI A -
Interest income on bank deposits RITHEFZFBUA (330) (448)
Fair value change of contingent consideration FARBZATEES (4,789) (166)
Interest expenses MERL 4,696 4,999
Depreciation of property, plant and equipment ME  BEMRENE 2,286 1,195
Impairment loss recognised in respect of HE S EKTIERERE R
trade and loan receivables ‘ROREESE 16,348 20,164
Impairment loss recognised in REERRLRE
respect of inventory g = 4,139
Amortisation of prepaid lease payments ARNHEEFTIEE 53 105
Amortisation of intangible assets B EE#E 51,667 35,680
Operating cash flows before movements in BEBEAEHR
working capital MBS TRE (15,576) (76,215)
(Increase)/Decrease in inventories 7E (Em),/ md (4,989) 19,098
Decrease in trade receivables B 5 RN 2,115 17,242
Decrease in bills receivables FEWZEE D 3,826 8,489
(Increase)/Decrease in loan receivables R E SR (380),/ R (47,366) 30,602
Increase in other receivables, deposits and HMEWIE  Ze R
prepayments TR I AN (7,857) (31,659)
Increase in trade and bills payables EFRENTER
FANESEE 41,409 68,760
Decrease in other payables and accruals HtbENTIERESERRD (13,818) (4,765)
Net cash generated from/(used in) operations EE2ME /(R RePH (42,256) 31,552
Income tax paid BFTEH (3,368) (2,189)
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Consolidated Statement of Cash Flows

n _\éiﬂﬁﬁii

For the year ended 31 December 2018
BE-F-N\Ft-A=+-ALFE

Net cash (used in)/generated from
operating activities

Investing activities
Interest received
Purchase of property, plant and equipment
Proceed from disposal of a property,
plant and equipment
Net cash (outflow) from acquisition of subsidiaries

Withdrawal/(Placement) of pledged bank deposits

Net cash used in investing activities

Financing activities

Proceeds from issue of shares upon placing
Issuance of shares upon exercising of warrants
Payment on repurchase of ordinary shares
Exercise of share options

Interest paid

Repayment of bank and other borrowings
Proceed from bank and other borrowings

Net cash (used in)/from financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at beginning of
the year
Effect of exchange rate changes

Cash and cash equivalents at end of
the year,
representing bank balances and cash
as stated in the consolidated statement of
financial position
representing bank balances and cash
attributable to a discontinued operation

BHAEERZRERAT

Cybernaut International Holdings Company Limited

BEEH (FRA)/ &
ReB@

BRREH

BEHRFE
BEME - BE L&A
HENF  BERRE
FG5UR

WEEM B AR

g ORib) 38

RE /(7R B BIRRTER

BRREBMAR S PR

BREE
NECERETRODAERE
TR E R TR
PR T
TR

ENFHE
EERRITRAMES
RITREBEEMEHR

MBRED (A FRRLSH

ReRREEEY
(WD), BmeH

ENRLRALEEN
EXEBNYE

FHRASRASEEN

iz & BB R G
NERITREBRRERE IR

N & IR
RITEBR AR

2018 2017
—2-)\F —BtF
RMB’000 RMB’000
AR®BTT ARETT
(45,624) 29,367
330 448

(@11) (2,871)

55 =

- (82,820)

326 (3,687)
(200) (88,930)

= 156,662

- 103,700
(47,008) -

- 4,244

(1,094) (1,300)
(89,642) (64,101)
122,410 30,282
(15,424) 220,487
(61,248) 169,924
193,982 40,070
6,009 (16,012)
138,743 193,982
138,681 193,982
62 =
138,743 193,982




Notes to the Consolidated Financial Statements

e I H AR M

GENERAL

The Company was incorporated in the Cayman Islands as
an exempted company with limited liability and its shares
are listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

The Company acts as an investment holding company.
The principal activities of its subsidiaries are investment
holding, manufacturing and sale of advanced steel
flow control products, manufacture and sale of paper
converting equipment and other relating equipment,
eCommerce, provision of internet education services and
money lending.

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

BASIS OF PREPARATION

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”). In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on 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 at the end of
each reporting period. Historical cost is generally based
on the fair value of the consideration given in exchange for
goods.

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

—RE#

ARRERSHSEMKLSER
2ERAF HEOHEFEBHAR
SARATR ([BFr]) £ -

ARAR R/ —RREEBRRAA > AR
AMMEBARIZEBZXRBREER
Hx SUE K E & i K E R

m RERHERRNTRERE
ﬁﬂﬁ?ﬁ R BT IREE R
BB RIEA KA

REVBERRUARE (ARE])
23 MARBIRAKRRR ZIEE
=30

WEEE

REMBBRRIBREEEGEQ
g([EEGMAg]) BHZE
BHMBREEL ([FERBRELE
A1) BB -tk #‘v?/—\ﬁﬁ%iﬁ%z’@
BB AESF MR RBER
{EOIFTHRE 2 A HKE -

BRETEMTARARSREHNR
M AFERFEN  KEFBRRT
RIBELRAZERER - ELRA
—REENRARBERMAETHE
ZRFEMETE -
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Notes to the Consolidated Financial Statements

= by S S

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

APPLICATION OF NEW AND AMENDMENTS
TO HKFRSs

New and Amendments to HKFRSs that are mandatorily
effective for the current year

The Group has applied the following new and amendments
to HKFRSs issued by the HKICPA for the first time in the
current year:

FE P # T & 4 B 355 35 15 22 A1
R EERT

RF R R H £ e Fr 5] B BRI
HEERREAEET

AEERAFEEREATIEE
B RERMHAFT T BN
WEENREERT :

HKFRS 9 Financial Instruments BAMBRLENFSS  SRIA
HKFRS 15 Revenue from Contracts with ERUBREENER  RPANKAREH
Customers and the related gl
Amendments
HK(IFRIC)-Int 22 Foreign Currency Transactions and &% (BREHREEE  MERGREARE
Advance Consideration Z8%)-RABE2%
Amendments to HKFRS 2 Classification and Measurement of EANRAEENES RO BERONTRS
Share-based Payment Transactions ZEBFT LAEREE
Amendments to HKFRS 4 Applying HKFRS 9 Financial EAUBREENES  EREENERTEL
Instruments with HKFRS 4 bd | FARRBANE b
Insurance Contracts ERBBIBREE
ZRERIA
Amendments to HKAS 28 As part of the Annual Improvements to BRI EAFBR BT (EREENKRSER
HKFRSs 2014-2016 Cycle “2-MEE
ZE3-FRS2
EENEN—F5
Amendments to HKAS 40 Transfers of Investment Property BRI ENFAOR BT ERRENE

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

Cybernaut International Holdings Company Limited
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Notes to the Consolidated Financial Statements

e I H AR M

3. APPLICATION OF NEW AND AMENDMENTS
TO HKFRSS (continued)

3.1

HKFRS 15 Revenue from Contracts with
Customers

The Group has applied HKFRS 15 for the first time
in the current year. HKFRS 15 superseded HKAS 18
Revenue, HKAS 11 Construction Contracts and the
related interpretations.

The Group has applied HKFRS 15 retrospectively
with the cumulative effect of initially applying this
Standard recognised at the date of initial application,
1 January 2018. Any difference at the date of initial
application is recognised in the opening retained
profits and comparative information has not been
restated. Furthermore, in accordance with the
transition provisions in HKFRS 15, the Group has
elected to apply the Standard retrospectively only
to contracts that are not completed at 1 January
2018 and has used the practical expedient for all
contract modifications that occurred before the
date of initial application, the aggregate effect of
all of the modifications was reflected at the date of
initial application. Accordingly, certain comparative
information may not be comparable as comparative
information was prepared under HKAS 18 Revenue
and HKAS 11 Construction Contracts and the related
interpretations.

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

3. ERWMIIERMEREER

REERT ()
3.1 ERMBREENFISHREF
BHBA

AEBERAFEBRERSE
RIS R R EA155E o BE
SRS ERF1REAE S
GRIERIEISHIKRA - BEG
SHERE11REEE PO A
2E-

AEBEDEYEAEENBR
HERIF165E - M BEREAZ
EAMRFFERERERB
HCE-NFE—-HF—H) ##
R BRERBHNEMNZE

A BV IR B )i M o HERR - T
EEILLBREH - 1o - RIF

BAMBHREERFI5HED
BERX - AREDEEEY
RZZF-—NFE—-A—BRZEX
MAEHENRMAZER  FE
AP EIRRE R B HIAT LR B P
BENETRRAATZEEZ
it MABERIMAFED
RERERB KRR - Bt -
ETHREMRVGEREEE
BT ERIFZ18RWARET RS
FHERIE SRR E A L R AR
BERHRILBENES -
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

3. APPLICATION OF NEW AND AMENDMENTS
TO HKFRSS (continued)

3.1 HKFRS 15 Revenue from Contracts with
Customers (continued)

The Group recognises revenue from the following
major sources which arise from contracts with

customers:

o manufacturing and sale of paper converting
equipment and other relating equipment;

o money lending;
° eCommerce; and
° internet education services.

Summary of effects arising from initial application

of HKFRS 15

Current liabilities mBEE

Other payable and accruals HEtENZENETER
Other payables HioENFUR
Receipt in advance BUFE
Accrued sales commission B HERS
Accrued staff costs EFrE IRA
Other tax payables HiERTE
Amount due to a director B —%EE508
Contract liabilities AHBE

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT

3. ERWMIIERMEREER

EE

3.1

fEET (#)
BRMBHERENEISHKES
BHWA (F)

rEEERTFPANELEZT

5l = AR A

e HERHEMARMIR

P ERehiE]
o KIE:
. EFEH K

o EHMPHER

an
ax

i%o

BAEAE B HHEERE
165 FTEE L R E B E

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 15
31 December at 1 January
2017 Reclassification 2018

oA RIZ-N\E
RZB—LF —A—H
+=A FRMBERE
=+—H HERIE155
2R EEE Etipecll  ETHIREE
RMB’000 RMB’000 RMB’000
AREFT AREFT AR®TT
6,102 - 6,102

1,853 (1,853) -

5,251 - 5,251

6,809 - 6,809

1,080 - 1,080

3,000 - 3,000

- 1,853 1,853

24,095 - 24,095




Notes to the Consolidated Financial Statements

e I H AR M

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

3. APPLICATION OF NEW AND AMENDMENTS 3. ER#MIIEEMBEREER
TO HKFRSS (continued) B HERT ()

3.2 HKFRS 9 Financial Instruments 3.2 ERUBBREENFREESHE

In the current year, the Group has applied HKFRS 9
Financial Instruments and the related consequential
amendments to other HKFRSs. HKFRS 9 introduces
new requirements for 1) the classification and
measurement of financial assets and financial
liabilities, 2) expected credit losses (“ECL”) for
financial assets and other items (for example,
contract assets, lease receivables and financial
guarantee contracts).

The Group has applied HKFRS 9 in accordance
with the transition provisions set out in HKFRS 9,
i.e. applied the classification and measurement
requirements (including impairment under ECL
model) retrospectively to instruments that have
not been derecognised as at 1 January 2018
(date of initial application) and has not applied the
requirements to instruments that have already been
derecognised as at 1 January 2018. The difference
between carrying amounts as at 31 December 2017
and the carrying amounts as at 1 January 2018
are recognised in the opening accumulated losses
and other components of equity, without restating
comparative information.

Accordingly, certain comparative information may
not be comparable as comparative information was
prepared under HKAS 39 Financial Instruments:
Recognition and Measurement.

IH

RAEE  AEBECRERBEE
MBREERNFORESBMT A
N B A F 7S B 75 s 22 RIAE A
MEEER - BAMBHRE
ERNESRSIANEREE R
TREBENDELE 2%
MEEREMER (WENE
E - HERKFE LM BER
BH) mEHAEEER ((BH
EEER]) WFHRE -

AEBERBEBMBRESE
Rl 55057 AT # A9 18 & {6 S FE A
BEMBREERFR - B
H_T—-—N\F—A—H (BRX
FERBE) MARKIEERAOT
BBRYPERSERFTERTE
(BREHEESEREALTHY
WE) METEHER =T —
NEFE—A—BRIEERNIA
EAERBRTE  —T—tF+
“A=+—HBZEAEER_-F
—NFE—A—HZEEEBEZHE
WEBREBY R BB REM
B PER - MILEE
LR E#} -

Btk - % T L BOE RR 4 B AR
BEBELAIB0R BT
B BARHERUY LEBA
BEE -
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Notes to the Consolidated Financial Statements

= by S S

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

3. APPLICATION OF NEW AND AMENDMENTS 3. ER#HIIEEMBHREER
TO HKFRSS (continued) B HERT ()
3.2 HKFRS 9 Financial Instruments (continued) 3.2 BEMBHREEAFIRSHE
IA (&)
Summary of effects arising from initial application BKIEAE B HEERZE
of HKFRS 9 OB HTEEE R 22
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 9
31 December at 1 January
2017  Remeasurement 2018
v | RIZ-N\%F
RZZ—+F —HB—H
+-A EEMBRE
=+—A HERISEO%
2R EEE EXiipagt BTHEEE
RMB’000 RMB’000 RMB’000
ARETT ARETFT AER®TT
Trade receivables B SRR 127,374 (15,130) 112,244
Loan receivables FERER 176,368 (17,896) 158,472
Accumulated losses 25 ER (447,552) (33,026) (480,578)

BHAEERZRERAT
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Notes to the Consolidated Financial Statements

e I H AR M

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

ERfERRENROHITE
EMEREENRAEE

4. NEW AND AMENDMENTS TO HKFRSS IN 4.
ISSUE BUT NOT YET EFFECTIVE

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are

AEBEVWEREFEA TS EME
fe) R A B O ¥ BT B B B 7% s 2 R

not yet effective: REAEET -

HKFRS 16 Leases' BAMBRSEANS 68 AE

HKFRS 17 Insurance Contracts? BRMBRSEAETR  RRAKY

HK(IFRIC)-Int 23 Uncertainty over Income Tax 7% (BRoHRLERE  AEHEENTER
Treatments' Z8%)- ARE% RE'

Amendments to HKFRS 10 Sale or Contribution of Assets between EAUBAERAFI0N REFHEBENAY

and HKAS 28 an Investor and its Associate or REBLHERFSE  ARLECH

Joint Venture* BT HERTNEE

Amendments to HKAS 19

Plan Amendment, Curtailment or

B ENE 195K 2T

HEET R

Settlement’
Amendments to HKAS 28 Long-term Interests in Associates and BARHENEBR BT REERARAELEN
Joint Ventures' RHER
Amendments to HKFRSs Annual Improvements to HKFRSs EAUBRERA BT BANBHREE
2015-2017 Cycle' “E-H%%
ZE-EREN
EEE
Amendments to HKFRS 3 Definition of a Business® BRAMBREEAE . EBHTSR
5
Amendments to HKFRS 9 Prepayment Features with Negative EAUBRERAFOR, ABBRENRTER
Compensation' 3T Bt
Amendments to HKAS 1 Definition of Material® ERQHENZIRRES EAHNESS
and HKAS 8 HERIE8Y 2 5]

1 Effective for annual periods beginning on or after 1 January i R-_ZE—NF—A—B=2EHA

2019. 2 FEARAER -

2 Effective for annual periods beginning on or after 1 January 2 N-E-—E—F—Haslz&BHLH
2021. 2 FEARAER -

s Effective for business combinations and assets acquisitions g HREERAR S _F—A—

for which the acquisition date is on or after the first period =Rt Yk e = Pl S vkt 3:0)

beginning on or after 1 January 2020. EBEHREEREER -

4 Effective for annual periods beginning on or after a date to 4 AT B sk 2 & Fts 2 FE 2
be determined. ER e

9 Effective for annual periods beginning on or after 1 January © N-E-_TE—-F—HzlzEBHLH
2020. 2 EERRAER -
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

NEW AND AMENDMENTS TO HKFRSS
IN ISSUE BUT NOT YET EFFECTIVE
(continued)

Except for the new and amendments to HKFRSs
mentioned below, the directors of the Company anticipate
that the application of all other new and amendments to
HKFRSs will have no material impact on the consolidated
financial statements in the foreseeable future.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 Leases and the related interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. In addition, HKFRS 16 requires sales and
leaseback transactions to be determined based on the
requirements of HKFRS 15 as to whether the transfer of
the relevant asset should be accounted as a sale.

HKFRS 16 also includes requirements relating to subleases
and lease modifications. Distinctions of operating leases
and finance leases are removed for lessee accounting, and
is replaced by a model where a right-of-use asset and a
corresponding liability have to be recognised for all leases
by lessees, except for short-term leases and leases of low
value assets.

Cybernaut International Holdings Company Limited
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Notes to the Consolidated Financial Statements

e I H AR M

NEW AND AMENDMENTS TO HKFRSS
IN ISSUE BUT NOT YET EFFECTIVE
(continued)

HKFRS 16 Leases (continued)

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment
losses, adjusted for any remeasurement of the lease
liability. The lease liability is initially measured at the
present value of the lease payments that are not paid
at that date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the impact of
lease modifications, amongst others. For the classification
of cash flows, the Group currently presents upfront
prepaid lease payments as investing cash flows in relation
to leasehold lands for owned use and those classified
as investment properties while other operating lease
payments are presented as operating cash flows. Upon
application of HKFRS 16, lease payments in relation to
lease liability will be allocated into a principal and an
interest portion which will be presented as financing cash
flows by the Group.

Under HKAS 17, the Group has already recognised
prepaid lease payments for leasehold lands where the
Group is a lessee. The application of HKFRS 16 may
result in potential changes in classification of these assets
depending on whether the Group presents right-of-use
assets separately or within the same line item at which the
corresponding underlying assets would be presented if
they were owned.

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

ERfERRENROHITE
RMEGHEERN R HEER]
(#8)

BERAMBREENF165EE (B)

EREEEVFIRKATE @ HER
VAR A (MR T BISMERERIN) 8 2
AATERBERBETE  YRHEE
BEEFNEFRAEMELAE - H
ERENTREARNNEERN
RRERTE - BER - HERER (B
hER) NMEREERRAREEE
AIREBIFHRE - RRERENE
ms  AEEBASAHENEE
REFIEFROBEEL R ER
REMEZHELHBRNRER
ERE - MEMKEREFKRRT
ERERERE - RERBTERE
BERAEI65EK  BHEEERRE
ZHEFBRRBEAREIEEAS
g AARERERES
5l o

RIEBZBSFTEAUEITHR A& H
EREERERBEAZHE T MR
REMEERE - EREEMER
SEAFICRAIEERRFTEEL
DHEERECERE  BORRAKE
EENHEINERAEEERRN K2
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE_Z—N\F+-A=t—AL=EE

NEW AND AMENDMENTS TO HKFRSS
IN ISSUE BUT NOT YET EFFECTIVE
(continued)

HKFRS 16 Leases (continued)

Other than certain requirements which are also applicable
to lessor, HKFRS 16 substantially carries forward the
lessor accounting requirements in HKAS 17, and continues
to require a lessor to classify a lease either as an operating
lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS
16.

In addition, the Group currently considers refundable rental
deposits paid of RMB602,000 as rights and obligations
under leases to which HKAS 17 applies. Based on the
definition of lease payments under HKFRS 16, such
deposits are not payments relating to the right to use
the underlying assets, accordingly, the carrying amounts
of such deposits may be adjusted to amortised cost.
Adjustments to refundable rental deposits paid would be
considered as additional lease payments and included in
the carrying amount of right of-use assets.

The application of new requirements may result in changes
in measurement, presentation and disclosure as indicated
above. The Group intends to elect the practical expedient
to apply HKFRS 16 to contracts that were previously
identified as leases applying HKAS 17 and HK(IFRIC)-
Int 4 Determining whether an Arrangement contains a
Lease and not apply this standard to contracts that were
not previously identified as containing a lease applying
HKAS 17 and HK(IFRIC)-Int 4. Therefore, the Group will
not reassess whether the contracts are, or contain a lease
which already existed prior to the date of initial application.
Furthermore, the Group intends to elect the modified
retrospective approach for the application of HKFRS
16 as lessee and will recognise the cumulative effect of
initial application to opening accumulated losses without
restating comparative information.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

ERfERRENROHITE
RMEGHEERN R HEER]
(#8)

BERAMBREENF165EE (B)

BRIERRBEAZE THRESIN
BREPBREERE1R AR LE
AEBGAEREITRIEAEAS
SHRE WHEBERHBEAREE
DHERABEHELRENE -

BEOh - BB B SER F16HE
SR AR -

BEAN - AREE R RS R E A
T EE ARKE02,000 5B ES
FTERIE17TRER 2 HEE THE
FIRER ERBBVBRSER
FIRHEENFRIEER  BHlRS
IR AR E E#MNE B
FoAL BRRENEEERNSA
BEBERA  HENTREREES
Re 2 AEBER ABINEENK
WeFTAFERAEEEZREEBNA -

WMEMAR  ERAFHRATKEE
BitE RV RBBEHBEES - X
SEBRBEBRAIITERE AL A
EREASFAENEITRRES
(BB HRERBEES) —RE
FBARETRHERTREREHREA
MEZAHNEREASMERE 2R
F165 MU BELAEAEAS
FTEERIE17H KRB A (BB %R
LEREBEZEY)  REFINTRH
ANABEHEZANERAZER -
At AEBBTEHEOREAR
FEEREXEAZBAMERFERN
MAETERTM - BN AEE
(EAEMEA) BB AEBTaE
FE R B BB IS R F 165 1
RS ERAHPVETERZR
AR ETEEIILERER -



Notes to the Consolidated Financial Statements

e I H AR M

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 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 at the end of
each reporting period.

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

Fair value is 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,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, 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.
Fair value for measurement and/or disclosure purposes
in these consolidated financial statements is determined
on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2, leasing
transactions that are within the scope of HKAS 17, and
measurements that have some similarities to fair value but
are not fair value, such as net realisable value in HKAS 2
“Inventories” or value in use in HKAS 36 “Impairment of
assets”.
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Notes to the Consolidated Financial Statements

= by S S

For the year ended 31 December 2018

BE_Z-N\Ft_A=t—HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset
or liability.

The principal accounting policies are set out below.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved when the Company:

o has power over the investee;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year 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.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

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

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values
of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition related costs are
generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

° deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 “Income taxes” and HKAS 19 “Employee
benefits” respectively;

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-
based payment arrangements of the Group entered
into to replace share-based payment arrangements
of the acquiree are measured in accordance with
HKFRS 2 “Share-based payment” at the acquisition
date (see the accounting policy below); and

o assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 “Non-current
assets held for sale and discontinued operations” are
measured in accordance with that standard.
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Notes to the Consolidated Financial Statements

e B RRME

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer’'s previously held equity interest in the
acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the
liabilities assumed. If, after re-assessment, the net of
the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of
the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of
the acquirer’s previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or loss
as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the entity’s net assets in the event of liquidation may
be initially measured either at fair value or at the non-
controlling interests’ proportionate share of the recognised
amounts of the acquiree’s identifiable net assets. The
choice of measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling interests
are measured at their fair value or, when applicable, on the
basis specified in another HKFRSs.

When the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration arrangement, the
contingent consideration is measured at its acquisition-
date fair value and included as part of the consideration
transferred in a business combination. Changes in the
fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments made
against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained
during the “measurement period” (which cannot exceed
one year from the acquisition date) about facts and
circumstances that existed at the acquisition date.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify as
measurement period adjustments depends on how
the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance
with HKAS 39, or HKAS 37 “Provisions, contingent
liabilities and contingent assets”, as appropriate, with the
corresponding gain or loss being recognised in profit or
loss.

Contingent consideration that will be settled other than
by the delivery of a fixed number of the Company’s own
equity instruments is accounted for as a financial liability.

Goodwill

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition
of the business (see the accounting policy above) less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
(or groups of cash-generating units) that is expected to
benefit from the synergies of the combination.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill (continued)

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually or more
frequently when there is indication that the unit may be
impaired. If the recoverable amount of the cash-generating
unit is less than its carrying amount, the impairment loss
is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets
of the unit on a pro-rata basis based on the carrying
amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed in
subsequent periods.

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

Revenue recognition

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

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

FREABER ()

BE ()

BEESEFREBEZACELENESF
HEBPRBREMA EHIRRE
BEAERARRE NMREELE
fizrkmeBELREREE " B
BEEEEESBMRDZEMES
RZEAmEREE  HEUE
fEEBEZREEREERLHID
REZBUZEMBEE -BEZME
MREBEERNBET R - 5l
BERRZREBRENREHRBIT
TR -

REERBRSELEME B
ZERESBEDNGFABELERES
BA -

LN+

EREBENDA A RERAREE MK
ATHBEREA S ER - Al E%R
KESREEZMERA - FIEW
ATREREEZEREEZAS
RERERFXRGF  BEFEE
REMEEAHRFHAGMEER
KATWR CEEFRER T8 R
B2 BEREFEZFIE -

Annual Report 2018 PR
ZE-N\EFR



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)
Accounting from 1 January 2018

Revenue from contracts with customers within HKFRS 15

Nature of goods or services

The nature of the goods or services provided by the Group
is as follows:

o manufacturing and sales of paper converting
equipment and other relating equipment

° eCommerce
° internet eduction services
Identification of performance obligations

At contract inception, the Group assesses the goods
or services promised in a contract with a customer and
identifies as a performance obligation each promise to
transfer to the customer either:

i a good or service (or a bundle of goods or services)
that is distinct; or

ii. a series of distinct goods or services that are
substantially the same and that have the same
pattern of transfer to the customer.

A good or service that is promised to a customer is
distinct if both of the following criteria are met:

i the customer can benefit from the good or service
either on its own or together with other resources
that are readily available to the customer (i.e. the
good or service is capable of being distinct); and

ii. the Group’s promise to transfer the good or service
to the customer is separately identifiable from other
promises in the contract (i.e. the promise to transfer
the good or service is distinct within the context of
the contract).
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)

Accounting from 1 January 2018 (continued)

Revenue from contracts with customers within HKFRS 15
(continued)

Timing of revenue recognition

Revenue is recognised when (or as) the Group satisfies
a performance obligation by transferring a promised
good or service (i.e. an asset) to a customer. An asset is
transferred when (or as) the customer obtains control of
that asset.

The Group transfers control of a good or service over
time and, therefore, satisfies a performance obligation
and recognises revenue over time, if one of the following
criteria is met:

i the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

ii. the Group’s performance creates or enhances
an asset (for example, work in progress) that
the customer controls as the asset is created or
enhanced; or

ii. the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

If a performance obligation is not satisfied over time, the
Group satisfies the performance obligation at a point in
time when the customer obtains control of the promised
asset. In determining when the transfer of control occurs,
the Group considers the concept of control and such
indicators as legal title, physical possession, right to
payment, significant risks and rewards of ownership of the
asset, and customer acceptance.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)

Accounting from 1 January 2018 (continued)

Revenue from contracts with customers within HKFRS 15
(continued)

Timing of revenue recognition (continued)

Sale of sales of paper converting equipment and other
relating equipment and eCommerce are recognised at a
point in time at which the customer obtains the control
of the promised asset, which generally coincides with the
time when the goods are delivered to customers and the
title is passed.

Service income from internet education services are
recognised over time when services are rendered.

Accounting policy prior to 1 January 2018

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that
economic benefits will flow to the Group and the revenue
and costs, if applicable, can be measured reliably as
follows:

Sale of goods
Revenue from sales of goods is recognised when the
goods are delivered and titles have 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;

° the Group retains 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;
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)
Sale of goods (continued)

o it is probable that the economic benefits associated
with the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Service income
Service income is recognised when services are provided.
Interest income

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

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 purpose, 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 write off the cost of
assets less their residual values over their 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.
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment (continued)

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.

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination and
recognised separately from goodwill are initially recognised
at their fair value at the acquisition date (which is regarded
as their cost).

Subsequent to initial recognition, intangible assets
acquired in a business combination with finite useful lives
are reported at costs less accumulated amortisation and
any accumulated impairment losses, on the same basis as
intangible assets that are acquired separately. Amortisation
for intangible assets with finite useful lives is recognised
on a straight-line basis over their estimated useful lives.

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is
derecognised.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing

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

The Group as lessee

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

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line basis.

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically,
the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values
of the leasehold interests in the land element and building
element of the lease at the inception of the lease.
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing (continued)
Leasehold land and building (continued)

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a
straight-line basis. When the lease payments cannot be
allocated reliably between the land and building elements,
the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment.

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
recognised 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 on monetary items are recognised in
profit or loss in the period in which they arise.

Retirement benefits costs

Payments to state-managed retirement benefit schemes
and the Mandatory Provident Fund Scheme are recognised
as an expense when employees have rendered service
entitling them to the contributions.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation

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

Current 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 of income or
expense that are taxable or deductible in other years and
items that are never taxable or deductible. The Group’s
current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the
reporting period.

Deferred tax

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 difference
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 the initial recognition of assets and liabilities
in a transaction that affects neither the taxable profit nor
the accounting profit. In addition, deferred tax liabilities are
not recognised if the temporary difference arises from the
initial recognition of goodwill.
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-_T—N\F+—A=t+—BHLLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)
Deferred tax (continued)

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

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset 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 for the year

Current and deferred tax are recognised in profit or loss.
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.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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.

Research and development costs

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

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

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

° the ability to use or sell the intangible asset;

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

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

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-_T—N\F+—A=t+—BHLLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Research and development costs (continued)

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, on
the same basis as intangible assets that are acquired
separately.

Impairment of tangible and intangible assets other
than goodwill

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible assets and intangible
assets to determine whether there is any indication that
those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the
impairment loss (if any). When 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. When 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.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of tangible and intangible assets other
than goodwill (continued)

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

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

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial assets
Classification of financial assets

Accounting policy prior to 1 January 2018

All financial assets are initially measured at fair value
on initial recognition. Transaction costs that are directly
attributable to the acquisition of financial assets (other
than financial assets held for trading and those designated
at fair value through profit or loss) (FVTPL) are added to
the fair value of the financial assets on initial recognition.
Transaction costs directly attributable to the acquisition of
held for trading and FVTPL investments are recognised in
profit or loss immediately.

Financial assets that are classified as “loans and
receivables” or “held-to-maturity investments” are
subsequently measured at amortised cost using an
effective interest rate, less impairment.

Available-for-sale (AFS) equity investments are
subsequently measured at fair value with changes in fair
value being recognised in other comprehensive income
accumulated under “AFS investment revaluation reserve”.
Amounts previously recognised in “AFS investment
revaluation reserve” are reclassified to profit or loss upon
impairment or disposal.

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 subsequently measured at cost
less impairment.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

FREABER ()

TEMEE
EHEETE

RZZB-NF—A—BAIZETK
R’

BT REENTERAKINIE
REEAE - WESREE (BIFE
BEZeBMEBEEREEREAFER
ARz (RAFEFARRS) 28
BERIN) ERBENRK SRR
THIASMASHEEZ A FE-
WESIEERE MR AFEFARS
BREEREBENRZRAEKRE

Az 27
R o

DEBTERMEEFKE] K [HE
EXHRE | 2eREEERERE
BRI ORI B SHA A RURL (ERT & ©

AHEE (AIEEE) BERERR
BAFEFE REMEEESHE
RZRNFEEHRE [AIHEERE
Ef4FEE] R KRR (A HEE
REEGFHEE] ERZSBENRERN

HERSMOHEE -

W EAERBRT IS RE R A FETRE
A EZARHERERER
HR R EH A B MAAZE L &
BEREREERKRZITETAR
BIBRARBERE °



Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial assets (continued)
Classification of financial assets (continued)

Dividends from AFS equity instruments are recognised
in profit or loss when the Group’s right to receive the
dividends is established.

Available-for-sale debt investments are subsequently
measured at fair value with changes in fair value being
recognised in other comprehensive income accumulated
under “AFS investment revaluation reserve” except
for (a) interest income measured using the effective
interest method and (b) foreign exchange gains or
losses determined based on the amortised cost of debt
investments are recognised in profit or loss.

Held-for-trading investments and FVTPL assets are
subsequently measured at fair value, with changes in fair
value being recognised in profit or loss.

Accounting policy from 1 January 2018

Investments in equity securities (other than investments in
subsidiaries, associates and joint ventures)

An investment in equity securities is measured fair value
on initial recognition. An investment in equity securities is
subsequently measured at FVTPL unless the investment is
designated as at fair value through other comprehensive
income (FVTOCI) as at date of initial application of
HKFRS 9 based on the specific transitional provisions
set out in HKFRS 9. Under HKFRS 9, an investment in
equity securities can be designated as at FVTOCI on
an instrument-by-instrument basis provided that the
investment is neither held-for-trading nor contingent
consideration recognised by the Group in a business
combination to which HKFRS 3 applies.
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial assets (continued)

Accounting policy from 1 January 2018 (continued)

Investments in equity securities (other than investments in
subsidiaries, associates and joint ventures) (continued)

For investments in equity securities designated as
at FVTOCI (as described above), fair value changes
are recognised in other comprehensive income and
accumulated in the “FVTOCI (equity investment) reserve”.
Such fair value changes will not be reclassified to profit
or loss when the investments are derecognised. However,
they will be transferred to the Group’s retained earnings
when the investments are derecognised.

For investments in equity securities that are
held-for-trading or not designated as at FVTOCI (as
described above), they are subsequently measured at fair
value through profit or loss (FVTPL) such that changes in
fair value are recognised in profit or loss.

An investment is equity securities is derecognised when
the Group sells the investment.

Investments in debt securities

An investment in debt securities is classified as follows
depending on the instruments’ contractual cash flow
characteristics and the Group’s business model for
managing the investment:

° Amortised cost when (a) the contractual terms of
the asset give rise on specified dates to cash flows
that are solely payment of principal and interest
on the principal amount outstanding and (b) the
financial asset is held within a business model whose
objective is achieved by collecting contractual cash
flows.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial assets (continued)

Accounting policy from 1 January 2018 (continued)

Investments in debt securities (continued)

° FVTOCI when (a) the contractual terms of the asset
give rise on specified dates to cash flows that are
solely payment of principal and interest on the
principal amount outstanding and (b) the financial
asset is held within a business model whose
objective is achieved by both collecting contractual
cash flows and selling the financial asset.

o FVTPL when either (a) the contractual terms of the
asset give rise on specified dates to cash flows that
are not solely payment of principal and interest on
the principal amount outstanding or (b) the financial
asset is held within a business whose objective is
neither (i) collecting contractual cash flows nor (ii)
collecting contractual cash flows and selling the
financial asset.

For investments in debt securities subsequently measured
at FVTOCI, fair value changes are recognised in other
comprehensive income and accumulated in the “FVTOCI
(debt investment) reserve” except for impairment loss (see
below) and foreign exchange gains or losses. Interest
income is calculated using the effective interest method
and is recognised in profit or loss. When an investment
in debt securities is derecognised, the fair value changes
previously recognised in other comprehensive income are
reclassified from equity to profit or loss as a reclassification
adjustment.

An investment is debt securities is derecognised when the
Group sells the investment or when the contractual rights
to the cash flows from the asset expire.
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-_T—N\F+—A=t+—BHLLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial assets (continued)

Accounting policy from 1 January 2018 (continued)

Transaction costs

Transaction costs directly attributable for the acquisition of
financial assets (other than those classified or designated
as at FVTPL) are included in the initial measurement of
the financial assets. For financial assets subsequently
measured at amortised cost, such transaction costs are
included in the calculation of amortised cost using the
effective interest method (i.e. in effect amortised through
profit or loss over the lives of the financial assets).
For investments in equity securities at FVTOCI, such
transaction costs are recognised in other comprehensive
income as part of change in fair value at the next
remeasurement. For investments in debt securities
classified as FVTOCI, such transaction costs are amortised
to profit or loss using the effective interest method (i.e. in
effect amortised through profit or loss over the lives of the
financial assets).

Impairment on financial assets

Accounting policy prior to 1 January 2018

Prior to 1 January 2018, the Group had adopted “incurred
loss model” in assessing and measuring impairment losses
on financial assets. Under the “incurred loss model”, an
impairment loss was recognised when there was objective
indicators of impairment which included:

° significant financial difficulty of the debtor;

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

° it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; and
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment on financial assets (continued)

Accounting policy prior to 1 January 2018 (continued)

° significant changes in the technology, market,
economic or legal environment that have an adverse
effect on the debtor.

Accounting policy from 1 January 2018

The Group has applied the expected credit loss model
under HKFRS 9 to the following types of financial assets:

o financial assets that are subsequently measured at
amortised cost (including cash and cash equivalents
and trade receivables);

o contract assets as defined in HKFRS 15; and

o investments in debt securities that are subsequently
measured at FVTOCI;

Expected credit loss (ECL) of a financial asset is measured
based on an unbiased and probability-weighted amount.
It also reflects the time value of money and reasonable
and supportable information that is available to the Group
without undue cost or effect at the reporting date about
past events, current conditions and forecasts of future
economic conditions. The maximum period considered
when estimating ECL is the maximum contractual period
over which the Group is exposed to credit risk.
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment on financial assets (continued)

Accounting policy from 1 January 2018 (continued)

ECL is measured on either of the following bases:

° 12-month expected credit loss when, at the reporting
date, the credit risk on a financial asset has not
increased significantly since initial recognition; and

o Lifetime expected credit loss when (a) at the
reporting date, the credit risk on a financial asset has
increased significantly since initial recognition; or (b)
at the reporting date, the financial asset has become
credit-impaired.

In assessing whether the credit risk on a financial asset
has increased significantly since initial recognition, the
Group compares the risk of a default occurring on the
financial asset as at the reporting date with the risk of
a default occurring on the financial instrument as at the
date of initial recognition and considers quantitative and
qualitative reasonable and supportable information that is
available to the Group without undue cost or effort, that is
indicative of significant increases in credit risk since initial
recognition.

Specifically, the following information has been taken into
account in assessing whether the credit risk on a financial
asset has significantly increased since initial recognition:

o Significant changes in internal price indicators of
credit risk as a result of a change in credit risk since
inception.

o Significant changes in terms of existing financial
assets if the asset was newly originated or issued at
the reporting date.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

FREABER ()

ETHMEERE ()

H-F-NF—H-HEZEHK
& (&)

EREEBEDRATER X

it

- NEEEH SMAEEER
% 6 11 5 TR L AR L7
¥ - AUE1215 8 T8 A A B 18
e R

s (@RNBERH EMEERFE
[k B 1] 2 e SRR A MR LT
Fo)RHmERH  EREESE
EEERER - AR ERF
HANBEMEERERHE -

RFHEREEEERRB VT HE
REZREAEL  AEEEKE
BEERHE A RREENHNRR
HeBTARNYTZ R EPELE
HWEEBRAETILER  XEBAEE
BANK T UEHKAKE DA
EENAERAENEEREESR
ko ZEERRABVIFHERBERE
B =\ AE LT

ABTE  HEERAERERAR
ENSRARRTAE LA EE
BIATAR ¢

s EBUEERBREBLCEHNAE
ERERERREEL -

s MWEAERMEENREBHIE
RMEEELELRT &RE
ERLBEREL -



Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment on financial assets (continued)

Accounting policy from 1 January 2018 (continued)

° Significant changes in external market indicators
of credit risk for a particular financial instrument or
similar financial instruments with the same expected
life.

o An actual or expected significant change in the
financial instrument’s external credit rating.

° An actual or expected internal credit rating
downgrade for the borrower or decrease in
behavioural scoring used to assess credit risk
internally.

o Existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant change in the borrower’s ability
to meet its debt obligations (e.g. actual or expected
increase in interest rates or an actual or expected
significant increase in unemployment rates).

° Actual or expected significant change in the
operating results of the borrower.

° Significant change in the quality of guarantee
provided.

° Contractual cash flows are more than 30 days past
due.

In making the abovementioned assessment, the Group
considers that a default occurs when (a) it is unlikely that
the borrower will be able to settle his/her debts in full and
(b) the financial asset is more than 90 days past due.
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment on financial assets (continued)

Accounting policy from 1 January 2018 (continued)

ECL is remeasured at the end of each reporting period
to reflect changes in financial asset’s credit risk since
initial recognition. Changes in ECL are recognised in
profit or loss with the corresponding adjustment to the
carrying amount of the asset through a loss allowance
account, except for investments in debt securities
that are subsequently measured at FVTOCI for which
the corresponding adjustment is recognised in other
comprehensive income and accumulated in “FVTOCI (debt
investment) reserve”.

For trade receivables and contract assets without
significant financing component, ECL is always measured
at an amount equal to lifetime expected credit losses.

At the end of each of the reporting period, the Group
assesses whether its financial assets have become credit
impaired.

The Group directly reduces the gross carrying amount
of a financial asset when the Group has no reasonable
expectations of recovering a financial asset in its entirety
or a portion thereof. This is generally the time when the
Group assesses and concludes that the debtor is unable
to settle the debts in full or part of the debts.

Trade and other receivables
Prior to 1 January 2018
A provision for impairment of trade and other receivables

is established when there is objective evidence that the
Group will not be able to collect the amounts due.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

FREABER ()

ETRMEERE ()

H-F—NF—H—HEBZ 87K
® (&)

BHEEBERSRE BREHNT
B URREVSERESREE
FEERRNE( -  FHEEBRE
PRIEDRER BEREEZAE
AEEBBEBERIE  ERR
BRAFEFAEMEEKEZ ER
EFREMNHEAERNEME2EK
SRR LR [EAFEFARMEE
mRs (ERERE) #Hikl Rat -

Y EEARE AN E FEYR
HERAEHNEEMS  HHEEERE
—ERBERNAERFHANTESR
EEEBRZEEtE -

REBFSHR  AEESFE A
EERBEHLBEERE -

EASEESEAHAKRESREE
MEMAMLOE - SEEEESA
BEZREAE - ARE KRNI
AT i BB A BRE B 28
K EP RS

E5 R EMERKIE
R-F—=NF—H—HF
AEEERATREBRRNEAKD

)89 5K 5 68 5) TR P MR
SHERERARE -



Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Trade and other receivables (continued)

Accounting policy from 1 January 2018

Trade receivables are recognised when the Group has an
unconditional right to receive consideration. The Group
has an unconditional right to receive consideration when
only the passage of time is required before payment of the
consideration is due.

For the Group’s trade receivables, ECL is always measured
at an amount equal to lifetime expected credit losses. In
particular, ECL is estimated using a provision of matrix
based on the Group’s historical credit loss experience,
adjusted for (a) information that is specific to particular
debtors and (b) forward-looking information based on
the current and forecast general economic conditions
available to the Group without undue cost or effort at the
reporting date. ECL is recognised in profit or loss with the
corresponding adjustment to the carrying amount of the
trade receivables through a loss allowance account.

The Group directly reduces the gross carrying amount
of a financial asset when the Group has no reasonable
expectations of recovering a financial asset in its entirety
or a portion thereof. This is generally the time when the
Group assesses and concludes that the debtor is unable
to settle the debts in full or part of the debts.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
BE-F-N\Ft-A=+-ALFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Contract assets and contract liabilities

Accounting policy from 1 January 2018

A contract asset represents the Group’s right to
consideration in exchange for goods or services that the
Group has transferred to a customer when that right is
conditioned on something other than the passage of time.

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the
Group has received consideration from the customer.

For a single contract with a customer, either a net contract
asset or a net contract liability is presented. Contracts
assets and contract liabilities arising from unrelated
multiple contracts are not presented on a net basis.

As mentioned in Note 3, the Group has applied HKFRS 15
for the first time for the current year using the cumulative
effect transition method. Adjustments were made as at 1
January 2018 to reclassify certain amounts from “trade
and other receivables” and “gross amount due from
customers” to “contract assets” and certain amounts from
‘trade and other payables” and “gross amount due to
customers” to “contract liabilities”.

For the Group’s contract assets, ECL is always measured
at an amount equal to lifetime expected credit losses. In
particular, ECL is estimated using a provision of matrix
based on the Group’s historical credit loss experience,
adjusted for (a) information that is specific to particular
customers available and (b) forward-looking information
based on the current and forecast general economic
conditions at the reporting date. ECL is recognised in
profit or loss with the corresponding adjustment to the
carrying amount of the contract assets through a loss
allowance account.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Contract assets and contract liabilities (continued)

Accounting policy from 1 January 2018 (continued)

The Group directly reduces the gross carrying amount
of a contract asset when the Group has no reasonable
expectations of recovering a contract asset in its entirety
or a portion thereof. This is generally the time when the
Group assesses and concludes that the Group is unable
to recover the costs.

Financial liabilities
Prior to 1 January 2018

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at fair value through profit or loss are
initially measured at fair value and financial liabilities at
amortised costs are initially measured at fair value, net of
directly attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and
other payables, borrowings, certain preference shares
and the debt element of convertible loan note issued by
the Group are subsequently measured at amortised cost,
using the effective interest method. The related interest
expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.

For the year ended 31 December 2018
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial liabilities (Continued)
Prior to 1 January 2018 (Continued)
Effective interest method

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

Equity instruments

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

Derecognition

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires.

Where the Group issues its own equity instruments to a
creditor to settle a financial liability in whole or in part as a
result of renegotiating the terms of that liability, the equity
instruments issued are the consideration paid and are
recognised initially and measured at their fair value on the
date the financial liability or part thereof is extinguished. If
the fair value of the equity instruments issued cannot be
reliably measured, the equity instruments are measured to
reflect the fair value of the financial liability extinguished.
The difference between the carrying amount of the
financial liability or part thereof extinguished and the
consideration paid is recognised in profit or loss for the
year.
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Notes to the Consolidated Financial Statements

e I H AR M

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial liabilities (Continued)

Accounting policy from 1 January 2018

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at fair value through profit or loss are
initially measured at fair value and financial liabilities at
amortised costs are initially measured at fair value, net of
directly attributable costs incurred.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss
include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value
through profit or loss.

Financial liabilities are classified as held for trading if they
are acquired for the purpose of sale in the near term.
Derivatives, including separated embedded derivatives,
are also classified as held for trading unless they are
designated as effective hedging instruments. Gains or
losses on liabilities held for trading are recognised in profit
or loss.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be designated
as a financial liability at fair value through profit or
loss, except where the embedded derivative does not
significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial liabilities (Continued)

Accounting policy from 1 January 2018 (Continued)

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

Financial liabilities may be designated upon initial
recognition as at fair value through profit or loss if the
following criteria are met: (i) the designation eliminates or
significantly reduces the inconsistent treatment that would
otherwise arise from measuring the liabilities or recognising
gains or losses on them on a different basis; (i) the
liabilities are part of a group of financial liabilities which are
managed and their performance evaluated on a fair value
basis, in accordance with a documented risk management
strategy; or (i) the financial liability contains an embedded
derivative that would need to be separately recorded.

Subsequent to initial recognition, financial liabilities at fair
value through profit or loss are measured at fair value, with
changes in fair value recognised in profit or loss in the
period in which they arise.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and
other payables, borrowings, certain preference shares
and the debt element of convertible loan note issued by
the Group are subsequently measured at amortised cost,
using the effective interest method. The related interest
expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial liabilities (Continued)

Accounting policy from 1 January 2018 (Continued)

Effective interest method

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

Equity instruments

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

Derecognition

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires.

Where the Group issues its own equity instruments to a
creditor to settle a financial liability in whole or in part as a
result of renegotiating the terms of that liability, the equity
instruments issued are the consideration paid and are
recognised initially and measured at their fair value on the
date the financial liability or part thereof is extinguished. If
the fair value of the equity instruments issued cannot be
reliably measured, the equity instruments are measured to
reflect the fair value of the financial liability extinguished.
The difference between the carrying amount of the
financial liability or part thereof extinguished and the
consideration paid is recognised in profit or loss for the
year.

For the year ended 31 December 2018
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For the year ended 31 December 2018
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KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

The estimates and underlying assumptions are reviewed
on an ongoing basis. 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.

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

Useful lives of property, plant and equipment

In applying the accounting policy on property, plant and
equipment with respect to depreciation, management
estimates the useful lives of various categories of
property, plant and equipment according to the industrial
experiences over the usage of property, plant and
equipment and also by reference to the relevant industrial
norm. If the actual useful lives of property, plant and
equipment are less than the original estimated useful
lives due to changes in commercial and technological
environment, such difference will impact the depreciation
charge for the remaining periods.
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Notes to the Consolidated Financial Statements

e B RRME

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Loss allowance for ECL

The Group’s management estimates the loss allowance
for trade receivables and loan receivable based on risk
of a default and expected loss rate. The assessment of
the credit risk involves high degree of estimation and
uncertainty as the Group’s management estimates the
risk of a default and expected loss rate for applying
provision matrix on debtors based on the Group’s
historical information, existing market conditions as well
as forward looking estimates at the end of each reporting
period. Where the expectation is different from the original
estimate, such difference will impact the carrying amount
of trade receivables. For details of the key assumption and
inputs used in estimating ECL, please refer to note 8(b) to
the consolidated financial statements.

Impairment of non-financial assets (other than
goodwill)

The Group assesses each cash-generating unit annually
to determine whether any indication of impairment exists.
When an indicator of impairment exists, a formal estimate
of the recoverable amount is made, which is considered to
be the higher of the fair value less costs of disposal and
value in use. The carrying amount of the property, plant
and equipment, intangible assets, prepaid lease payments
are reviewed for impairment when events or changes in
circumstances indicate that the carrying amount may not
be recoverable in accordance with the accounting policy
as disclosed in the relevant part of this section. Estimating
the value in use requires the Group to estimate future
cash flows from the cash generating units and to choose
a suitable discount rate in order to calculate the present
value of those cash flows.

For the year ended 31 December 2018
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For the year ended 31 December 2018
BHE—Z-_NF+-A=+—HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimated allowance of inventories

The Group makes allowance for inventories based on
an assessment of the net realisable value of inventories.
Allowances are applied to inventories where events or
changes in circumstances indicate that the net realisable
value is lower than the cost of inventories. The identification
of obsolete inventories requires the use of judgment
and estimates on the conditions and marketability of the
inventories. Where the subsequent selling prices decline
or increase in costs of completion and those necessary to
make the sales, additional allowance may arise.

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
calculation requires management to estimate the future
cash flows expected to arise from the cash-generating
units and a suitable discount rate in order to calculate
present value.

Control over a subsidiary

The relevant PRC laws and regulations prohibit or restrict
foreign investors from owning more than 50% equity
interest in PRC enterprises that are engaged in the
research and provision of internet education services.

Notwithstanding the lack of formal equity ownership in &
FIRZE (bR) BERHEBER AR (Capital Wowxue (Beijing)
Education Technology Limited) (“Wowxue”), the directors
of the Company concluded that the Group is able to have
control over Wowxue through a series of agreements
with all of its registered shareholders (the “Contractual
Agreements”). Specifically, the directors of the Company
assessed whether or not the Group has control over
Wowxue based on whether the Group has the practical
ability to direct the relevant activities of Wowxue unilaterally,
the rights to variable returns from its involvement with
Wowxue and the ability to use its power to affect its
returns. The directors of the Company, after consulting legal
opinion, concluded that the Group has such ability and
rights through the Contractual Agreements and hence has
accounted for Wowxue as a subsidiary during the year.

Cybernaut International Holdings Company Limited
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Notes to the Consolidated Financial Statements

e I H AR M

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that the 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 cash and
cash equivalents and equity attributable to owners of the
Company, comprising share capital, reserves and retained
profits.

The directors of the Company review the capital structure
on a continuous basis taking into account the cost of
capital and the risks associate with the capital. The Group
will balance its overall capital structure through payment
of dividends, new share issues as well as the issue of new
debt, if necessary.

FINANCIAL INSTRUMENTS

(@) Categories of financial instruments

Financial assets SREE

Amortised cost BEP AN

Loans and receivables (including cash &3 & EUWZIE (815
and cash equivalents) RERBESEED)

Financial liabilities eMAR

Amortised cost HSE KA

Financial liabilities at fair value WA EFT AR
through profit or loss TRIEE

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

REEREE

FEBZEREREERREASE
RNEBOAKERLE  RKEHBE
LEBREEZ T BERRR
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FRENEAGEBERRG LRSS
EEMEARTER AREER (8
R B RREET) -

ARBEERHERISELEE &
Y REBEARKA R EEAIERE
2Rk - MAEKE  AEEKEBR
XATBRB - BT A R EITH
B - WP EEERBENERE -

®MIR

() &WMIAZEH

2018 2017
—E—)\%F —T—+F
RMB’000 RMB’000
AR®TFRT ARETT
446,932 -

- 583,129

398,798 351,559
108,402 143,143
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For the year ended 31 December 2018

BE_Z-N\Ft_A=t—HLFE

8.

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies

The Group’s major financial instruments include
trade receivables, loan receivables, bills receivables,
other receivables, restricted bank deposits, bank
balances and cash, trade and bill payables, other
payables, promissory notes and bank borrowings.
Details of these financial instruments are disclosed
in respective notes. The risks associated with these
financial instruments include market risk (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.

Cybernaut International Holdings Company Limited
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

8. FINANCIAL INSTRUMENTS (continued) 8. &#MTIHA (&)
(b) Financial risk management objectives and (b) =MEBEEZBNRBER
policies (continued) (&)
Market risk 5 [ [
Interest rate risk FI=E 2
The Group’s exposure to the risks of changes in AEEEEMSIEEEHE
market interest rates related primarily to the Group’s fer = B AN £ [ B) I 2 UL
loan receivables with floating interest rates. BB -
The table set out below demonstrates the sensitivity TRINRRAFE A H &
to a reasonably possible change in interest rates in ERFETENBERT  A5E
the current year, with all other variable held constant, BRI AIEE CERZEF R E
of the Group’s loss before tax (through the impact on Brw2) A XNEE R
floating rate borrowings). SEHNBRE -
Increase/ Decrease/
(decrease) in (Increase) in

basis points loss before tax
EE8m FRIRAER
(%D ) Y (18m)

2018 —Z—N\EFE
RMB AR 50 90
RMB AR (50) (90)
2017 —Z2—tF
RMB AR 50 208
RMB ARKE (50) (208)
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For the year ended 31 December 2018
HE-_T—N\F+—A=t+—BHLLFE

8.

FINANCIAL INSTRUMENTS (continued)

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

Credit risk

As at 31 December 2018, the credit risk of the
Group is primarily attributable to trade and other
receivables, loans receivable, bills receivable and
bank balances.

i The Group has no significant concentrations
of credit risk. The carrying amounts of trade
and other receivables and cash and cash
equivalents represent the Group’s maximum
exposure to credit risk in relation to financial
assets. As at 31 December 2018 and 2017,
all bank balances were deposited in reputable
financial institutions and were hence without
significant credit risk. Management does not
expect any losses from non-performance by
these counterparties. Credit sales are made to
selected customers with good credit history.
The Group has policies in place to ensure that
outstanding trade receivables are collected
on a timely basis. Trade receivables are
subject to the expected credit loss model. The
Group applies HKFRS 9 simplified approach
to measuring expected credit losses which
uses a lifetime expected loss allowance for
all trade receivables from initial recognition.
To measure the expected credit losses, trade
receivables have been grouped based on
shared credit risk characteristics and the days
past due. The expected loss rates are based
on the historical payment profiles of sales
and the corresponding historical credit losses
experienced. The historical loss rates are
adjusted to reflect current and forward-looking
information on factors affecting the ability of the
customers to settle the receivables.

Cybernaut International Holdings Company Limited
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

8. FINANCIAL INSTRUMENTS (continued) 8. &#MTIA (&)
(b) Financial risk management objectives and (b) 2rREAREEZBNRBEE
policies (continued) (&)

Credit risk (Continued) =EmELRE (&)

The credit quality of the other receivables
excluding deposits and prepayments have been
assessed with reference to historical information
about the counterparties default rates and
financial position of the counterparties. The
directors are of the opinion that the credit risk
of other receivables is low due to the sound
collection history of the receivables due from
them. Therefore, expected credit loss rate of
the other receivables excluding deposits and
prepayments is assessed to be close to zero
and no provision was made as of 31 December
2018 and 31 December 2017.

REBMO2EBBRYF
FEONEHBELER R
HFERUBMRREE
fib EULKIE (B IEIR S
REMKIE) WEEEXR
BTG -EERAE -
HihEWHFBEHEER
BER - RERERR
BmlREZERLT - B
bt - HE b EWRRIE (T8
FiRe RFEMFKE) B8
HEEEBEETMEA
BERET BHZE-ZT
—N\NF+=ZA=+—H
;T —tF+=A=
T — AW EET RS -
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

8.

00000

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (continued)

Credit risk (continued)

In respect of loans receivable, the Group has
adopted procedures in extending credit terms
to loan borrowers and in monitoring its credit
risk. The credit policy on extending credit terms
to loan borrowers includes assessing and
evaluating loan borrowers’ creditworthiness and
financial standing. Management also closely
monitors all outstanding debts and reviews the
collectability of loans receivable periodically.

The Group adopts a loan risk classification
approach to manage its loans and advances to
customers portfolio risk. Loans and advances
to customers are categorised into the following
stages by the Group:

Stage 1

Loans and advances to customers have not
experienced a significant increase in credit risk
since origination and impairment are recognised
on the basis of 12 months expected credit
losses (12-month ECLs).

Cybernaut International Holdings Company Limited
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For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

8. FINANCIAL INSTRUMENTS (continued) 8. &MTIA (#)
(b) Financial risk management objectives and (b) 2RMEAKRETEZBNRBER
policies (continued) (&)
Credit risk (continued) ERERE (&
Stage 2 FEOPEER

Loans and advances to customers have
experienced a significant increase in credit risk
since origination and impairment is recognised
on the basis of lifetime expected credit losses
(Lifetime ECLs non credit-impaired).

Stage 3

Loans and advances to customers that are in
default and considered credit impaired (Lifetime
ECLs credit-impaired). The Group applies the
new ECL model to measure the impairment
loss of the loans and advances to customers.
The Group assessed that there is no significant
loss allowance recognised in accordance with
HKFRS 9 as at 31 December 2018.

When a certain number of customers undertake
the same business activities, stay in the
same geographical locations, or bear similar
economic features for their industries, their
ability to fulfil contracts will be affected by the
same economic changes. Concentration of
credit risk reflects the sensitivity of the Group’s
operating results to a particular industry or
geographic location. As the Group mainly
conducts microfinance business in Hong Kong,
a certain level of geographical concentration
risk exists for its loan portfolios in that it
might be affected by changes of economic
conditions.

AEFREMNER KB
FERREEERRRE
M BREBEFE
HEMEEBEREERE
RRE (BREFEBESD
EEBERZELEEER
1B) °
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EEORERADELE
EEREMNREFREHE
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—A=+—BYERE
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XEBEHEUNEHER
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

8.

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (continued)

Credit risk (continued)

Stage 3 (continued)

At the end of the reporting period, 26% (2017:
13%) and 62% (2017: 55%) of the total loans
receivable was due from the Group’s largest
borrower and the five largest borrowers
respectively.

The maximum exposure to credit risk of loans
and advances to customers for each stage
is represented by the net carrying amount of
each type of financial assets as at the end of
the reporting periods. The details are set out in
note 27 to these financial statements.

Further quantitative data in respect of the
Group’s exposure to credit risk arising from
loans business are disclosed in note 6 to these
financial statements.

The credit risk on pledged bank deposits, bank
balances and bills receivable is limited because
the counterparties are mainly banks with high
credit ratings assigned by international credit-
rating agencies.

Cybernaut International Holdings Company Limited
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For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

8. FINANCIAL INSTRUMENTS (continued) 8. &#MTIHA (&)
(b) Financial risk management objectives and (b) =MEBEEZBNRBER

policies (continued) (&)
Liquidity risk B E LR
In the management of the liquidity risk, the Group REBRBDESRARME © A
monitors and maintains a level of cash and cash SEHERRABEEREERRR
equivalents deemed adequate by the management BN AREEE 2R RR
to finance the Group’s operations and mitigate the SEEMKFE - URBERS
effects of fluctuations in cash flows. MERBHTE -
The following table details the Group’s remaining TRFAVNAER ZIFTESR
contractual maturity for its non-derivative financial BEZHTELOIEHA - TX
liabilities. The table has been drawn up based on the BEAEEEELNRZESR
undiscounted cash flows of financial liabilities based Az emaERUBERESRN
on the earliest date on which the Group can be =R -

required to pay.

Weighted More than
average On demand 1 year Total
effective ~ orless than but less than  undiscounted

interest rate 3 months Within 5 years cash flows Carrying
it B BEXE 1 year Ba1E KR amounts
f {H DH3ER 1£h BoR5E  REREAE EaEE

% RBI000 RMBI000 RMBI000 RMB'000 RMBI000
o ARBTT  ARETR  ARMIR ARRTR ARRTR

As at 31 December 2018 RZE-)\F

+ZR=+-H
Trade payables BAEMTE - 69,061 - - 69,061 69,061
Other payables AfefizE - 3,680 - - 3,680 368
Bank and other borrowings ~ H{TREMES 54 - 86,502 - 86,502 86,502
Promissory notes AHZE 0.2 - - 237,056 237,056 237,056
12,750 86,502 237,056 396,308 396,308

As at 31 December 2017 RZE-t&

+ZR=+-A
Tradle payables BARNTE - 119,746 - - 119,746 119,746
Other payables EfeEftsa - 9,102 - = 9,102 9,102
Bank and other borrowings ~ $TRERES 54 - 52,727 - 52,72 50,643
Promissory notes AiZE 2 - 188,537 - 188,537 185,576
128,848 241,264 - 370,112 365,067
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

8. FINANCIAL INSTRUMENTS (continued) 8. &#MTIA (&)
(c) Fair values measurements of financial (c) 2RMIAZAFEFE
instruments
The directors consider that the carrying amounts of EEZRANEE W B HRERANE
financial assets and financial liabilities recognised in RLEBHEERSHABBEZRE
the consolidated financial statements approximate HESEEQFERE -

their fair values.

9. REVENUE 9. WA
An analysis of revenue is as follows: WABI AT :
2018 2017
—3— )\ [
RMB’000 RMB’000

AR®TR ARETIT

Revenue from sales of goods KEEEERBOWA 194,316 251,669
Revenue from money lending business ik B M & 2 7 B U A 18,911 15,811
Revenue from provision of internet RERHEMAHE
education services BRFE H U A 24,571 4,140
237,798 271,620
10. OPERATING SEGMENTS 10. EESW

EREM B REEAFSHE [EE D
BB Bk RERAEE D BB AL BIK AR
SEEHNERABEHEIBIER
AR ZEAME2HBIBHEHH
TBEERRE MTER) (X8
BERRE]) BR  NEEDEE
TERD B RRBEE

HKFRS 8 “Operating segments” requires operating
segments to be identified on the basis of internal reports
about components of the Group that are regularly reviewed
by the chief operating decision maker (the executive
directors) (“CODM?”) in order to allocate resources to
segments and to assess their performance.

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT
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10. OPERATING SEGMENTS (continued)

The Group’s operating activities are attributable to five
operating segments focusing on: i) the manufacture
and sale of advanced steel flow control products; ii) the
manufacture and sale of paper converting equipment
and other relating equipment; iii) money lending; iv)
eCommerce; and v) internet education services. These
operating segments have been identified on the basis of
internal management reports prepared in accordance with
accounting policies which conform to HKFRSs, that are
regularly reviewed by the CODM.

The following is an analysis of the Group’s revenue and
results by reportable and operating segments:

e I H AR M

or the year ended December 20

HE—T N\Ft-A=+—BILFRE

10. EESE (&)

AEEZEETHBERAMLED
B ZER ) EGE RIHE ®um ik
ERER )RS REERARMIH
BREMBEZE  GRE: VE
TR RvEBRBHERE - %%
KEDBHERFEBETBRE
HAZEHBORAIREZ ABER
HREMAR - WAHEELERKSE
TEHARRET ©

T 2B RAS LS B S HAR
WA R DI -

JiE]
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For the year ended 31 December 2018
HE_Z—N\F+-A=t—AL=EE

10. OPERATING SEGMENTS (continued) 10. EESE (#)

D EUR AR AR

Segment revenue and results

BE_Z—-/I\F+-A=+—HL
FE

For the year ended 31 December 2018

Continuing operations

FHEEERS

Manufacture

and sale

of paper

converting

equipment

and other Internet
relating Money education

equipment lending eCommerce services Consolidated

BiER

HERR

I R0E

REf

1H AR 6
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AERRTE AER®TT AER®TRE AR®TT ARRTR
Revenue WA 41,773 18,911 152,543 24,571 237,798
Gross profit ES 7,532 11,896 27,862 23,133 70,423
Segment profit/(loss) AEEF /(EE) (435) 6,645 1,773 20,612 28,595
Unallocated corporate income A EARUA 7,118
Unallocated corporate expenses  APEAAIFX (68,332)
Loss before taxation BHiAEE (32,619)

Cybernaut International Holdings Company Limited
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

10. OPERATING SEGMENTS (continued) 10. EE9E (#8)
Segment revenue and results (continued) PEBBAREE (8)
For the year ended 31 December 2017 (Re-presented) BE-_ZT—+tF+-A=+—AHL

FE (EHE5)

Continuing operations

Manufacture
and sale
of paper
converting
equipment
and other Internet
relating Money education
equipment lending  eCommerce services  Consolidated
HERHE
BRINT
REREM ERBHE
iR W& BTH% PR wa
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000
AREFT  AR®TT ARETT ARETR  AEETR

Revenue WA 41,026 15,811 210,643 4,140 271,620
Gross profit E7 9,702 12,096 25,089 3,834 50,721
Segment (loss)/profit A (B518) /57 (5,971) 8,637 1,977 3,591 8,234
Unallocated corporate income  FAEARUA 2,704
Unallocated corporate expenses  AAEARIEL (47,449)

Loss before taxation BHAERE (36,511)

AEBEBES S BEENER (21
e BHIRE)  BXYESEE
FITHAAREMBA o LTI E
costs and other income. This is the measure reported to R B R RBE bR £ B EER
the CODM for the purposes of resource allocation and REREOTIE -

performanCe assessment.
Annual Report 2018 veeeee
—E-N\EFR

Segment loss represents the loss incurred by each
segment include depreciation, amortisation and
impairment, but without allocation of certain administration
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For the year ended 31 December 2018
BE—Z—N\Ft+-A=+—HILEE

10. OPERATING SEGMENTS (continued)

Segment assets and liabilities

For the year ended 31 December 2018

ASSETS ®E
Segment assets PEEE

Unallocated corporate assets AOBNREE
Assets of disposal group classified D AE{ELE 2
as held for sale HESBEZEE
Consolidated total assets GRAERE
LIABILITIES B
Segment liabilities HHEE
Unallocated corporate liabilities PEAREE
Liabilities of disposal group AEERBEREL
classified as held for sale HEEEZEE
Consolidated total liabilities GAAERE

Cybernaut International Holdings Company Limited

BHAEERZRERAT

10. EESE (&)
APEERAR

BE_Z—-/I\F+-A=+—HL

FE
Continuing operations
REBERE
Manufacture
and sale
of paper
converting
equipment
and other Internet
relating Money education
equipment lending eCommerce services Consolidated
BERME
#HEMI
RiERE M
H AR R
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AE®TE ARBTT AE®TRE AR®TT AE¥TZR
41,006 259,742 65,295 45,525 411,568
612,884
109,373
1,133,825
49,039 68,473 30,591 16,397 164,500
372,959
100,973
638,432
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For the year ended 31 December 2018
HE-Z-N\F+_A=t—RHILEE

10. OPERATING SEGMENTS (continued) 10. EE9E (#8)
Segment assets and liabilities (continued) ITHBEEREE (H)
For the year ended 31 December 2018 (continued) BE_Z—N\E+-A=+—HL
FE (|

Manufacture
and sale
of paper

converting
equipment
and other

. Internet
relating Money education

equipment lending  eCommerce services  Unallocated Consolidated
BER#E
#kmI
4 1
R
RMB’000  RMB'000 RMB’000  RMB'000 RMB’000 RMB’000
AE®TT AE®TR  ARBTR ARRTR  ARRTT  ARRTR

Other segment information K1 5&E#

Amounts included in the measure st 22 SHFIEER
of segment profit or loss or FABEER AN
segment assets: 28

Addition to property, plantand ~ FENZ - BER

equipment B3 268 45 456 - 198 967
Depreciation of property, plant ~ #1% + iR Rk E

and equipment E 16 222 312 - 11 561
Interest income FIBWA (368) (1) (121) (294) (2,328) (3,112)
Interest expense flems 982 - 2,638 - 1,076 4,696
Income tax expense FERER - 1,247 123 5,155 (11,078) (4,552)
Amortisation of prepaid lease ~ ENBEIEAH

payments 53 - - - - 53
Amortisation of intangible assets & AE & - - - - 51,667 51,667

Annual Report 2018 Xy
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

10. OPERATING SEGMENTS (continued) 10. EESHB (4#8)
Segment assets and liabilities STHEERAEE
For the year ended 31 December 2017 BHE-_Z—+tF+-A=+—8H1
FE
Discontinued
Continuing operations operation
BALE
Manufacture
and sale
of paper Manufacture
converting and sale of
equipment advanced
and other Internet steel flow
relating Money education control
equipment lending  eCommerce services products  Consolidated
RERBE
BRMT RERHE
HERER 1] BRIk
ik HfE ETEE  HERE ERER e

RMB'000  RMB’000 RMB'000  RMB’000 RMB’000 RMB'000
ARETR AR®TRE  ARETR ARETRE  ARETR  ARETR

ASSETS BE

Segment assets PHEE 39,166 270,347 317,547 268,263 153,441 1,048,764
Unallocated corporate assets ~ AARAFAE 167,300
Consolidated total assets GRAESE 1,216,064
LIABILITIES aff

Segment liabilities PHEE 49,382 32,641 20,509 4,922 87,201 194,655
Unallocated corporate liabilities KB AR &R 372,422
Consolidated total liabiities FapReEs 567,077

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

10. OPERATING SEGMENTS (continued) 10. EESE (M)
Segment assets and liabilities (continued) SPHEEREE ()
For the year ended 31 December 2017 (continued) BE-_ZT—+tF+=ZA=+—H1E
FE (&)
Discontinued
Continuing operations operation
BAIE
RERELH B2xk
Manufacture
and sale
of paper Manufacture
converting and sale of
equipment advanced
and other Internet steel flow
relating Money education control
equipment lending ~ eCommerce services  Unallocated products  Consolidated
RERHE
BRMT RERHE
FEREL GE RimHk

iR BE  EYEE  HERK Ak EiERm &a
RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETR  ARBTT AREBTRT ARETR ARMTR ARBTT ARETR

Other segment information RS HEH
Amounts included in the measure of i€ HFIEHEE
segment profit or loss or segment ~ HEEAEREAHLE

assefs:
Addition to property, plantand ~ FEWE - BERSE

equipment 12 672 381 - 1,603 205 2,873
Depreciation of property, plant and 1% - BERRETE

equipment 73 131 212 3 578 200 1,197
Interest income FSMA (35) - - 2) (411) - (448)
Interest expense HlEmx 1,087 - - - 163 6 1,256
Income tax expense FEHRS - 1425 3% 603 (5,969) - (3,546)
Impairment loss recognised in SE SRR ERDY

respect of trade receivables HEER 2,079 = = = = 18,084 20,163
Impairment loss recognised in AEERIRAESE

respect of inventories 4139 - - - - - 4,139
Amortisation of prepaid lease BRRERESE

payments 105 - - - - - 105
Amortisation of intangible assets ~ EF/AE &K - - - - 35,680 - 35,680
Research and development costs & & - - - - - 22,750 22,750

Annual Report 2018 PR
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

10. OPERATING SEGMENTS (continued) 10. EESHB (4#8)
Information about geographical areas ih & &
The following table provides an analysis of the Group’s THREBRAEERETIZE S B
revenue by geographical market: WADHT

For the year ended
31 December

B8E+-A=+—HILEE

2018 2017
—B—)\F —F—+tF

RMB’000 RMB’000
AR®TR ARET T

(Re-presented)

(BFZ5)
The People’s Republic of China FhEAREMEA ([RE])

(the “PRC”) (country of domicile) (REERR) 62,005 25,897
Europe BOM 105,830 155,988
Asia (other than the PRC and DM (TBEERBEEES)

Hong Kong) 19,490 20,505
North America JEEM 16,722 45,691
Oceania KAEM - 6,766
Hong Kong B 33,951 16,773

237,998 271,620

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT
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or the year ended December 2018

BE-F \EL-A=+—BILFE
10. OPERATING SEGMENTS (continued) 10. EESE (#)

Non-current assets REBEE

As at 31 December

»+=-—B=+—H
2018 2017
RMB’000 RMB’000

AR®TR ARETT

Hong Kong B 327,191 341,638

PRC H 225,517 253,128
552,708 594,766

The non-current asset information above is based on the LA ESERBEEE R NIRIEEEA

location of assets. BIME °

Information about major customers FEEFEHR

No individual customer contributed more than 10% of the HE_Z—\FR_ZF—+tF+=

Group’s revenue for the years ended 31 December 2018 AR=+—RILEE BEAENEP

and 2017. BAEBERBBE10% WA -

Annual Report 2018 PR
ZE-N\EFR
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

11. OTHER INCOME

Interest income on bank deposit

Exchange gain

Sundry income

Fair value gain on contingent
consideration

12. IMPAIRMENT LOSS ON VARIOUS ASSETS 12. ERRENRESGR

Trade and loan receivables
Inventories

13. FINANCE COSTS

Interest charge on promissory notes
Interest charge on bank borrowing

Cybernaut International Holdings Company Limited

BHAEERZRERAT

11. Hhlg A

2018 2017
—E—)\fF —E— £
RMB’000 RMB’000
AR®TT AREF T
RITEFAF 2 WA 330 448
R 368 600
MBI A 536 438

FARREBH A FERES
4,789 =
6,023 1,486
2018 2017
—E—)\fF —E— &
RMB’000 RMB’000
AR®TT AREF T
B 5 WG IE & R E (2,184) 2,080
FE - 4,139
(2,184) 6,219

13. HERE

2018 2017
—2-N\F s
RMB’000 RMB’000
AR®TTT ARET T
AR BRI R E 3,602 3,699
MRITIEEZ RS 1,094 1,286
4,696 4,985
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Notes to the Consolidated Financial Statements

e I H AR M

14. LOSS BEFORE TAXATION

Continuing operations
Loss before taxation has been arrived
at after charging (crediting):

Auditor’s remuneration

Impairment loss recognised in respect
of trade receivables

Impairment loss recognised in respect
of inventories

Amortisation of prepaid lease payments

Amortisation of intangible assets

Cost of inventories recognised as
an expense

Depreciation of property, plant and
equipment

Minimum lease payments in respect of
office premises

Net exchange gain

Research and development costs
(included in other expenses)

Staff costs (including directors’
emoluments)
— Salaries and other benefits
— Retirement benefit scheme
contributions

Less: Staff costs included in research
and development costs

For the year ended 31 December 2018

HE—T N\Ft-A=+—BILFRE

14. BRRAEGIR
2018 2017
—E—I)\F —E—tF
RMB’000 RMB’000
AR®TT ARBTT
(Re-presented)
(BFZ5))
BREEERE
BRF AT B (FTA)
THIIE B 1% EEK
= EER N & 827 824
B S RN GRIERERARE
B8 - 5,584
MIEFEwERE R EEE
- 4,139
TS & RRIE 53 105
A E 51,667 35,680
BRARE ZFERA
158,922 170,167
M - WERRETE
561 997
ERRANEYEZHE
HEFIE 5,960 4,061
b 5 a5 ’E 134 (40)
HEXAR (FIAEAMFRR)
- 22,750
BINAN (REESEMHE)
—Fe RHEMBEF 29,326 36,816
— RINEFIG SR
1,410 2,544
30,736 39,360
W R AR R AR) B TR
= (38)
30,736 39,322

Annual Report 2018
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Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

15.

TAXATION

Continuing operations BIEEEES
Hong Kong Profits Tax: EFEHEFEM
- Current year —RFE
PRC Enterprise Income Tax: hEREFRER -
— Current year —REE
Deferred tax: BREIRIA :
- Current year —AREE

Hong Kong Profits Tax was calculated at 16.5% on the
estimated assessable profits arising in Hong Kong for both
years.

Provision for the PRC Enterprise Income Tax was made
based on the estimated taxable profits calculated in
accordance with the relevant income tax laws and
regulations applicable to the Company’s PRC subsidiaries.

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%.

A PRC subsidiary of the Company namely “Wowxue”
obtained a Chinese High-Tech Enterprise Certificate in
2017. According to GuoShuiHan [2009] No.203, entities
qualifying for the Hi-tech status could enjoy a PRC
Enterprise Income Tax preferential treatment for 3 years
commencing from 2015 and 2017 accordingly. As a result,
these PRC subsidiaries were subject to a PRC Enterprise
Income Tax of 15%.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

15. RIF

2018 2017
—E—)\F —E—tF
RMB’000 RMB’000
AR®TRT ARBTT
(Re-presented)

(BFE5))

1,370 1,820
5,155 603
(11,077) (5,969)
(4,552) (3,546)

BENGSHEMBEFERETEEL
ZfhRT RS F#916.5%+t H -

TEMRMAEHEEDRBGE
aRB A (B AR AR B BB
DR ZBBAABBARERE) 1F
$ o

REBE(FBEICEMGSRIE (L E
IEBOE]) REXMERAERG
5] PEIKE A REHER25% -

AAR—RPEMBRA - B[R
B AR - E—+EREERES
R EFEE - REBEETH2009]8
2035 - FERMMKMEEEERNE
BOEYXE _ZT—hER_T—+
FR=ZFHPECEMSHERRSF
B At ZFEFEWNBARER
15% P B EMEFHAFR
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e I H AR M

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

15. TAXATION (continued) 15. NI\ (&)
At the end of the reporting period, the Group has unused RMERR NEEREARDA
tax losses of RMB14,454,000 (2017: RMB465,263,000) BB B ARK14,454,000T (= F
available for offset against future profits. No deferred tax —+tF : AR ¥465,263,0007T) °
asset has been recognised in respect of such unused tax Al B & s R FrHC8E - R ATE
losses due to the unpredictability of future profit streams. BIRBRFR Y ERZERD

RRBAERERELCHRAEE °

The tax charge for the year can be reconciled to the loss FARMBEL HEGEEaREME
before taxation per the consolidated statement of profit or HEamsc 2 BRI AIE B ERROT ¢

loss and other comprehensive income as follows:

2018 2017
—E— )\ —E—+F
RMB’000 RMB’000

AR®TR ARETT

Loss before taxation Br iR AT ET 18 (32,619) (141,883)

Notional tax at the applicable tax rate  RIERAFIE s AR

to losses in the tax jurisdictions B 1837 A R AT AY

concerned RS (5,686) (21,818)
Tax effect of expenses not deductible — “NA[HIFIFI Sk 2 T 7S o 28

for tax purpose 13,449 8,266
Tax effect of income not taxable for BAZFRIBAZ RIGTE

tax purpose (1,343) (498)
Tax effect of tax losses not recognised FRIERTIIEEE 7 T2 & 105 16,473
Deferred tax upon revaluation of assets AEE#FH{EE 2 ELEHIE (11,077) (5,969)
Taxation credit charge for the year FRFBIBE RS H (4,552) (3,546)

Annual Report 2018 PR
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mE M BRRME

For the year ended 31 December 2018
HE-_T—N\F+—A=t+—BHLLFE

16. DIRECTORS AND CHIEF EXECUTIVE’S 16. EERFETRARBZEHE
EMOLUMENTS
The emoluments paid or payable to each of the directors ENNENTEESREEZTHA
and the Chief Executive, were as follows: ST :

Retirement
benefit
Salaries and scheme  Share-based

allowances contributions payments
B RA Y DLAnr]
FaREH HeE& ERMAR

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARRTR  ARRTR  AEWTR  AR®TRT  ARRTR

For the year ended BE-T-)\F+ZH
31 December 2018: =+-HLEE:
Executive directors: HITESE:
Zhu Min (note) A (FiE) 304 - - - 304
Gao Xiang (note) 57 (M) = - - - -
Xu Yejun RER 244 - 13 - 257
Sin Kwok Wai, Ronald B - 808 25 - 833
Lu Yongchao (note) mokiR (MiE) 127 - - - 127
Non-executive director: FHTES
Chow Chi Wa e 203 - - - 203
Yip Sum Yu £m 290 - - - 290
Independent non-executive BUNTES
directors:
Li Yik Sang YN 101 - - - 101
Tong Yiu On BRZ 101 - - - 101
Cao Ke £ 101 - - - 101
1,471 808 38 - 2,317
Note: Appointed on 16 February 2017. Wi RZZET—+tF=_AR+B%
F1T -

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

16. DIRECTORS AND CHIEF EXECUTIVE’S 16. EERFETHABZHE
EMOLUMENTS (continued) (#8)
Retirement
benefit
Salaries and scheme  Share-based
Fees allowances  contributions payments Total
BRI WRH A
i 5 Rzl #3r BRI it
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
ARBTT  ARBTR  AREBTR  ARETR ARBTT
For the year ended #E-2-t%+CH
31 December 2017: =t—HLEEE:
Executive directors: HITEE:
Zhu Min (note) R () 156 - = = 156
Gao Xiang (note) = (i) = - - - B
Xu Yejun HEER 238 120 - 367
Sin Kwok Wai, Ronald TEEIR 616 - 16 - 632
Lu Yongchao (note) Bk (W) - - - - B
Non-executive director: FNTES
Chow Chi Wa FEE 182 - - - 182
Yip Sum Yu 3080 125 - - - 125
Independent non-executive  BUFFHITES :
directors:
Li Yik Sang 3 104 - - - 104
Tong Yiu On ERZ 104 = = = 104
Cao Ke B 104 = = = 104
1,629 120 25 - 1,774

The performance related bonus is determined by the
performance of individuals.

None of the directors waived any emoluments for both
years.

There was no compensation paid during the financial
year or receivable by directors or any employees for
loss of office as a director of any member of the Group.
No payment was made by the Group or receivable
by directors or any employees for both years as an
inducement to join or upon joining the Company.

BRI AR 2 FEAL TR B A A KRR
BE -

REMEFE  HESESHELN
EREE -

RAMBFEAREFARES
=HEMEE AR EARKEERK
B R A A E =B 1M e U A ( f] 4
& NEMEFE  AEREHBEX
N EEERERIES B ME
ARRRHMBARBNRANES -

Annual Report 2018 PR
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mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

17. EMPLOYEES’ EMOLUMENTS 17. ER#M £

Of the five individuals with the highest emoluments in the EAEEREGERHFATESR =
Group, three (2017: two) were directors of the Company Z(ZE—tF WB) BAREZ
whose emoluments are included in the disclosures in note EF HMSE R EXME14F %
14 above. The emoluments of the remaining two (2017: BoBRTME (ZE—tEF: =4)

three) individuals were as follows: AL ZBE&mT :
2018 2017
ZE—\f —E—+tF
RMB’000 RMB’000

AR®TR ARETIT

Salaries and allowances e MoER 2,056 2,403
Retirement benefit scheme RRAEFIFT B L3R
contributions 30 31
Share-based payments LARRAD A BT 5R = =
2,086 2,434
Their emoluments were within the following bands: WEZMENTFUTEREZA :
2018 2017
—E—N\F —E—+tfF
Number of Number of
employee employee
EEAS EE A
Up to RMB1,000,000 &% % AR¥1,000,0007T = 1
RMB1,000,001 to RMB1,500,000 AR#1,000,001 &
AR#1,500,0007T 2 2
18. DIVIDENDS 18. IR
No dividend was paid or proposed by the Company during RARW BRI EZRTEHE =
the years ended 31 December 2018 and 2017, nor has E—NEFEER_E—+F+ A=+
any dividend been proposed since the end of the reporting —BUEFEZRE  BA®REHRK
period. IR RZIRSERRE -

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

19. LOSS PER SHARE 19. BEREGR
The calculation of the basic and diluted loss per share AKAEHEEANEBHERERNLEE
attributable to the owners of the Company is based on the BB TIRIE A T EURRT & ¢

following data:

2018 2017
—E— )\ —T—+F
RMB’000 RMB’000

AR®TR ARBT T

Loss BiR
Loss for the year attributable to MERER R EEE
the owners of the Company for MEARATHEE A
the purpose of basic and diluted bz FEEE
loss per share (81,586) (139,058)
Number of Number of
shares shares
B {38 H k&R
2018 2017
TRty -z t=
’000 ’000
TFB T
Number of shares KA
Weighted average number of ordinary — izt EGARER L #E
shares for the purpose of basic E BT 2 TRk
and diluted loss per share hn#gEF19 2K 4,044,614 3,986,969
The calculation of diluted loss per share for each of the FTEEE T -NFERZT—tF
two years ended 31 December 2018 and 2017 had not TZA=+—HIEMEFESFZ
taken into consideration the assumed exercised of the EREFSEHEBRLET ABRKITER
Company’s outstanding share options and warrant as it NAEEARITE 2 BRE KRR E
would reduce the loss per share. #F - AESEHEREERD -
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For the year ended 31 December 2018
HE—Z

—NF+ZA=t—HILFE

20. PROPERTY, PLANT AND EQUIPMENT

Cost:

At 1 January 2017

Acquired through business combination
Additions

Disposals

Exchange realignment

At 31 December 2017 and
1 January 2018

Addition

Disposal
Reclassification
Exchange realignment

At 31 December 2018

Depreciation and impairment:
At 1 January 2017

Provided for the year

Eliminated on disposals
Exchange realignment

At 31 December 2017 and
1 January 2018

Provided for the year
Eliminated on disposal
Reclassification
Exchange realignment

At 31 December 2018

Carrying values:
At 31 December 2018

At 31 December 2017

20. ¥  BEEREE

Furniture Plant,
and fixtures ~ machinery
and office and Motor
Buildings  equipment  equipment vehicles Total
BERRER RBE BER
BF  WOZRG RiE RE At
RMB'000 RMB'000 RMB'000 RMB’000 RMB’000
ARETT  ARETRT ARETRT ARETT ARETR
BE:
RZB—+%—A—H 74,978 4,827 114,174 9,635 203,614
BREBAGNE - 145 = = 145
RE 75 2,322 118 356 2,871
hE - - - - -
5 (735) (36) - = (771)
RZS—t&
+ZB=+-Ak
—Z-)\f£-F-H 74,318 7,258 114,292 9,991 205,859
hE 43 715 153 = 911
e - - (2,342) (1,776) (4,118)
BHE (37,453) (3,776) (111,135) (7,402) (159,766)
R AR 534 (51) = 17 500
RIB-N\E
+=BA=+-H 37,442 4,146 968 830 43,386
HERAE :
R=E2—+%—-A-H 64,711 4,260 113,316 8,503 190,790
FREE 410 413 24 348 1,195
W& H - - - - -
R AR (61) (26) = 4 (91)
AZE—tE
+ZB=+-AR
—2-)\$-B-AH 65,060 4,647 113,340 8,847 191,894
FREE 357 651 676 602 2,286
L& 2 - - (2,342) (1,721) (4,063)
08 (37,375) (3,741) (110,743) (7,067) (158,926)
AR 86 192 = 8 286
RZB-\&
+=A=+-H 28,128 1,749 931 669 31,477
Rl :
R\
+ZBA=+-H 9,314 2,397 37 161 11,909
R-E-— ti
+ZA= 9,258 2,611 952 1,144 13,965

Cybernaut International Holdings Company Limited
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Notes to the Consolidated Financial Statements

20. PROPERTY, PLANT AND EQUIPMENT

(continued)

As at 31 December 2018, certain of the Group’s
buildings with a net carrying value of RMB37,000 (2017:
RMB310,000) were pledged to secure short-term bank
borrowings.

The above items of property, plant and equipment are
depreciated on a straight-line basis over their estimated
useful lives and after taking into account of their estimated
residual value, at the following rates per annum:

Buildings 4.5% - 18%
Leasehold improvements 20% or over the lease term,
whichever is shorter
Furniture and fixtures and  18%
office equipment

Plant, machinery and 9%
equipment
Motor vehicles 18%

The buildings are situated on land in the PRC and are held
under medium term leases.

No impairment loss has been recognised during the years
ended 31 December 2018 and 2017.

e I H AR M

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

20. W% - BEREMW ()

RZE—NF+ZA=+—H 'K
SEEERETEEFERAR
#37,000C (ZE—+tF: ARK
310,0007T) HEF « LAERIS R HA4R
88 -

Lty BEARBEBERE
OERBE BEMFRBEERA
THFEXRFEREGFAIERFES
ZHE

g 4.5% — 18%

HEMHEEE 20% kIR T ER
Ve SE--Pid

FRERKEER 18%

RN

M - #as & 9%

B

RE 18%

BFURBEAM - WAREH HE
KRR -

REE-F-\ER-F—LFT
“A=t-BLEE - BEER
R -
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mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

Goodwill is allocated to the Group’s cash generated units
(“CGU”) identified according to business segment as

follows:

21. GOODWILL 21. B8
2018 2017
—E—I)\FE —T—tF
RMB’000 RMB’000
AR®TT ARBTT
Cost: 5%
At 1 January n—A—H 472,750 374,978
Acquisition of subsidiaries g1 SN - 123,572
Exchange realignment P& 55, 7 18,734 (25,800)
At 31 December wnt+=-_A=+—H 491,484 472,750
Accumulated impairment: ZEHRE
At 1 January R—HA—H 45,072 47,973
Exchange realignment M 5 F % 2,106 (2,901)
At 31 December R+—_A=+—8H 47,178 45,072
Carrying value: IREE :
At 31 December R+=—A=+—H 444,306 427,678

BEENEEAKRERATERD
BEBNRSELSEU ((REEL

2018 2017

—E—)\FE —E—tF

Note RMB’000 RMB’000

hr=s AR®TR ARBTT

Money lending WE (i) 74,438 70,580
eCommerce BFE% (ii) 246,296 233,526
Internet education services BB E RIS (iii) 123,572 123,572
444,306 427,678

Cybernaut International Holdings Company Limited

BHAEERZRERAT




Notes to the Consolidated Financial Statements
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21. GOODWILL (continued)

(i)

(ii)

Money lending

During the year ended 31 December 2015, the
Group acquired 90% issued share capital of Time
Credit Limited and goodwill of approximately
RMB103,318,000 was recognised upon completion
of the acquisition.

The recoverable amount of the CGU has been
determined based on a value in use calculation and
based on a valuation by an independent valuer. That
calculation adopted cash flow projections covering a
5-year period, based on financial budgets approved
by the management with discount rate of 16%
(2017: 16%) per annum. Cash flows beyond the
5-year period are extrapolated with 3% growth rate
(2017: 3%). Other key assumptions for the value
in use calculations relate to the estimation of cash
inflows/outflows which include budgeted sales, gross
margin and revenue growth of 8% to 13%. Such
estimation is based on the unit’s past performance
and management’s expectations of the market
development. No impairment loss was recognised for
the years ended 31 December 2018 and 2017.

eCommerce

During the year ended 31 December 2015, the
Group acquired the entire issued share capital
of Soaring International Holdings Limited and its
subsidiaries (“Soaring International Group”) and
goodwill of approximately RMB229,740,000 was
recognised upon completion of the acquisition.

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

21. @& (#)

(i)

(ii)

Bi&E

RBE_Z-—HF+-A=+
—HLFE AREERBTR
BEEAR AR Z90% #E1T
PR U SE K 1% TiE R 7S
E4) ANK%103,318,0007T °

ReEEBUZAIKEEED
BECHAEBEFERBREEY
HEMBEEERE - ZrETD
KAEREIREEN I I
BERTBEFGF16% (ZF—
+F :16%) WA FHRAAR
EREFEN -  AFEHBEZIR
EREBETIREI% (ZFT—+t
F:3%) WERREE - F
REETENHMhE 2 KRR
BIEEEHEE EFNERKEA
R E1ZRE N K IR &7
A/ Rz st ad - AR
FEOERBEMMNBTRERE
BEHMSERMNBEHEDL -
REBEEZEZZT-N\FR=ZZT—F
F+ZA=+—H1FE " #
EIERREEE -

ETEH

REBEZE-_T—HF+=A
=+—-BLFEE FA5H
Uy B 7 Soaring International
Holdings Limited X £ Bt B 2
@) (Soaring Internationals
B]) 22 HEETRA - TR
WK G ERDENARE
229,740,0007T °
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For the year ended 31 December 2018
HE_Z—N\F+-A=t—AL=EE

21. GOODWILL (continued)

(ii)

(iii)

eCommerce (continued)

The recoverable amount of the CGU has been
determined based on a value in use calculation and
based on a valuation by an independent valuer.
That calculation adopted cash flow projections
covering a 5-year period, based on financial budgets
approved by the management with discount rate of
16% (2017: 16%) per annum. Cash flows beyond
the 5-year period are extrapolated with 2.5% (2017:
3%) growth rate. Other key assumptions for the
value in use calculations relate to the estimation
of cash inflows/outflows which include budgeted
sales, gross margin and revenue growth of 25% to
40%. Such estimation is based on the unit’s past
performance and management’s expectations of the
market development. No impairment loss has been
recognised for this CGU for the years ended 31
December 2018 and 2017.

Internet education services

During the year ended 31 December 2017, the
Group acquired 100% issued share capital of
Cybernaut Technology International Limited and its
subsidiaries and therefore goodwill of approximately
RMB123,572,000 was recognised upon completion
of the acquisition.

The recoverable amount of the CGU has been
determined based on a value in use calculation and
based on a valuation by an independent valuer. That
calculation adopted cash flow projections covering a
5-year period, based on financial budgets approved
by the management with discount rate of 17%
(2017: 16%) per annum. Cash flows beyond the
5-year period are extrapolated with 3% (2017: 3%)
growth rate. Other key assumptions for the value
in use calculations relate to the estimation of cash
inflows/outflows which include budgeted sales, gross
margin and revenue growth of 9% to 45%. Such
estimation is based on the unit’s past performance
and management’s expectations of the market
development. No impairment loss is recognised for
the years ended 31 December 2018 and 2017.

Cybernaut International Holdings Company Limited
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21. W8 (&])

(ii)

(iii)

BETE® ()

ReELBEM T REOSRED
RBEREENERREE L
HERMOGHEETE - ZAET
RAENEEEL AN KA
BRMREFF16% (ZF—
tF :16%) WEFHEARR
ERERA - AFHERZHE
ERENRE2.5% (ZF—+
F:3%) MEBEREHEH - &
REEFENEMERRRA
BREBEEHEE  EFNXREA
B R26%EA0%E NV R &R
A/ w2 B R - ARG
ANEREMNBERRNE
BEEHMSERNBHGSH -
BE_FT-\FR-_FT—tF
TZA=T—HLFE  #E
RILR S EEEMERRERS

EBEBE RS

REE-_ZTE—tF+=-A=
+—RLEFE AEBKE
T Cybernaut Technology
International Limited [ H i B
A Al Z100% 8 1T AN
IR STE R R TER I B A
R #123,572,0007T °

ReELBMNZANEE£EEE
BIEFEREETE RBEE L
HEMNGEEET - ZrE T
KAEREEEH &N ERTE
BENTREREFI7% (T —
£ F 16%) W AFHEAR
EREFER - AFEHMEB I
SREIREI% (T —+
F:3%) MR REE - F
HAEAFENEMEZ R HE
BIETEEHE ERERIKIA
B RI%EAE%E A K IR & R
A/ bz st AR - BE
S ERBMNMNBERERE
BEYMSERNTEHSLE -
REBEEZZE-—N\EE=_F—+F
F+-_A=+—HItFE #
R EEE -
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Cost:

At 1 January 2017

Arising from acquisition of subsidiaries
Exchange realignment

At 31 December 2017 and
at 1 January 2018

Exchange realignment

At 31 December 2018

Accumulated amortisation
and impairment:

At 1 January 2017

Provided for the year

Exchange realignment

At 31 December 2017 and
at 1 January 2018

Provided for the year
Exchange realignment

At 31 December 2018

Carrying amount:
At 31 December 2018

At 31 December 2017

22. INTANGIBLE ASSETS

2 38
R-F—t%-A-H
RENBRAMES
EXAE

RZE—tF
+-A=+-Bk
—Z2-)\%-A-H

5 A%

R=2-\F+2A
Z+-8

RHEMBREE

R=Z—tF—A—H
FERE
ERHE

R-E—tF
+ZA=+-Bk
—€-)\#—-f-H

EERE
5 A%

RI8-)\&
+ZA=+-H

IR
RI8-)\&
+ZA=+-H

WE—+%F
+-RA=1+-H

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

22. MLRE

Technology Customer Contract
know-how relationship Platform backlog Total
SHHE EFRE Fg  RREEY i
RMB'000 RMB'000 RMB’000 RMB'000 RMB’000
ARBTT  AREFT ARETT ARETR  ARET:
106,040 10,733 = - 116,773
= - 118,593 9,844 128,437
(7,269) - - - (7,269)
98,771 10,733 118,693 9,844 237,941
2,778 - - - 2,778
101,549 10,733 118,593 9,844 240,719
42,731 10,733 - = 53,464
33,621 = 1,977 82 35,680
(4177) - - - (4177)
72,175 10,733 1,977 82 84,967
21,686 = 28,997 984 51,667
7,688 = = = 7,688
101,549 10,733 30,974 1,066 144,322
- - 87,619 8,778 96,397
26,596 = 116,616 9,762 162,974

Annual Report 2018
ZE-N\EFR



Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

22.

23.

INTANGIBLE ASSETS (continued)

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

Technology know-how 3 to 10 years

Customer relationship 10 years
Platform 5 years
Contract backlog 10 years

No impairment loss has been recognised during the years
ended 31 December 2018 and 2017.

PREPAID LEASE PAYMENTS

The Group’s prepaid lease payments represent leasehold
land in the PRC under medium term lease and are
amortised to consolidated statement of profit or loss and
other comprehensive income over the lease term of 50
years.

Analysed for reporting purposes as: MEmEMS oMW T :
Non-current asset EREEE
Current asset mENEE

No impairment loss of prepaid lease payments has been
recognised during the years ended 31 December 2018
and 2017.

As at 31 December 2018, certain of the Group’s leasehold
land with a net carrying value of RMB252,000 (2017:
RMB305,000) was pledged to secure short-term bank
borrowings.

Cybernaut International Holdings Company Limited
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22.

23.

EEE (W)

tEPEEARBRERFH -
ZEBRVEETNATHEZER
R

A 3ZE104
EFEEE 104F
Féa 5%
REKEL  10F

RBE-_FT-NFR_ZF—+F+
“A=ZtT—BLEFE  SERERR
BEE -

ATHARER

AEBEBMNHEEFRELR T
YREFMENTHE2HEL M -
Wiz HES0FMHERAELR A B
REMEE R

2018 2017
—2—)\F —TtF
RMB’000 RMB’000
AR®TT ARETT
96 149

156 156

252 305

RBE_Z-N\FR_ZT—tF+
“A=t—BLHFE HBERRR
NRERRZBERERE -

R-E—NE+-_A=+—HB K
SECEFETEEFERARYK
252,000 (ZE —+tF: AR
305,0007T) M E i - LAEVSRE
HRITIEE -
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

24. INVENTORIES 24. R

2018 2017
—E—)\F —T—tF
RMB’000 RMB’000
AR®TT ARBTT
Raw materials R 5,273 10,514
Work-in-progress R 11,979 12,223
Finished goods 2R 5,569 19,415
22,821 42,152
Less: Allowance for inventories W FERE (4,139) (4,139)
18,682 38,013

25. TRADE RECEIVABLES 25. BHBIKRIE
The credit period granted by the Group to certain rEEMETEFEEZEESRA

180H AR (=& —+4F : 1800 A
W) - MEMEFPERRNE @A
KR e LTARBREHRRES
MR A (EBE B ARERE
1Bir) 252 8 5 EKERIE (F0pRE
&) R D HT

customers is within 180 days (2017: within 180 days),
while payment from other customers are due immediately
when goods are delivered. The following is an aged
analysis of trade receivables, net of allowance, presented
based on the goods delivery date at the end of the
reporting period, which approximated the respective

revenue recognition dates:

2018 2017
—E—)\% —E—tF

RMB’000 RMB’000

AR®TT ARBTT

0 — 30 days 0Z30H 23,314 28,140
31 - 60 days 31E60H 4,659 7,932
61 — 90 days 61Z90H 4,674 5,564
91 - 120 days 91E120H 3,970 10,094
121 - 180 days 12121808 7,277 34,043
181 days to within 1 year 181 HE1F R 9,531 41,601
53,425 127,374

Annual Report 2018
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

25. TRADE RECEIVABLES (continued)

25. BB RIEA ()

BB MERBEZE 5 ERREAZ

Aging of trade receivables which are past due but not

impaired: BEEESINT ¢
2018 2017

—E-N\FE —T—tF

RMB’000 RMB’000

AR®TT ARBTT

0 - 30 days 0&30H 1,813 14,095
31 - 60 days 31%260H 2,786 7,151
61 — 90 days 61290H - 2,391
91 — 120 days 912 120H 8,658 2,336
121 — 180 days 1212180H = 14,611
181 days to within 1 year 181HE1F LA = 41,601
13,257 82,185

The Group has not provided for certain trade receivables NEE N ER S T O s B M R OR A
ZE S RWGIAEL EE - AR
RARREZERBEP Z RIFANHKE
recoverable based on the good payment record of the B REZET Sl ERS DA RE
customers and long established trading history with these S oh e S E A Ty E o A
customers. The Group does not hold any collateral over &= B3 4B ok UL 2 A 80 A (T (] R 4R

these balances. o

which are past due but not impaired because the directors
of the Company consider that those receivables are

veseoes @ Cybernaut International Holdings Company Limited
BERRLERZERERAT
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

25. TRADE RECEIVABLES (continued) 25. BHBEWKRIE ()
Allowance on doubtful debts of RMBNil (2017: RBZE_Z—-/\F+ZA=+—H
RMB20,163,000) recognised during the year ended 31 IFFEERROREREBEARES T
December 2018 was based on estimated irrecoverable —ZE—+F: AR¥20,163,000
amounts by reference to the creditability of individual T0) DERELXERERNEENER -
customers, past default experience, subsequent EPRBTENRE  HEBEER
settlement and payment history of the customers. Full SHBEELmMET T KEIEE - B
provision has been made for individual trade receivables MEERER —FRUBEBEED
aged over one year with no subsequent settlement as AR E 5 I (H AR L BRE
historical evidence shows that such receivables are TZERBRIE—RTAIKE) B
generally not recoverable, or individual trade receivables B B R 25 B R IR 2 A 8 51 E 5 FE IR
which has been in severe financial difficulties. MBI R EEME
Movement in the allowance for doubtful debts: REEBE 2 #8)

2018 2017
—E-N\F —ET—+tF
RMB’000 RMB’000

AR®TR ARBT T

At beginning of the year (1 January 2018 REH) (ZE— N\FE

amount has been restated) —A—H&BEEEN) 9,811 48,031
(Reversal)/Impairment loss recognised E S EWRFIEERAN

in respect of trade receivables (R, REEE (2,008) 20,163
At end of the year RER 7,803 68,194

Annual Report 2018 PR
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

26.

BILLS RECEIVABLES

The ageing analysis of bills receivables presented based
on the goods delivery date at the end of the reporting
period are analysed as follows:

0 - 90 days 0Z90H

91 — 120 days 91&2120H
121 — 180 days 121E180H
Over 180 days 180H A £

At 31 December 2017, the carrying value of bills
receivables include bills endorsed to suppliers on a
full recourse basis that are not yet due amounting
to RMB3,826,000. As the Group has not transferred
the significant risks and rewards relating to these
bills receivables, it continues to recognise the full
carrying amount of the bills receivables as assets in the
consolidated financial statements. The associated trade
payables secured over the bills endorsed to the suppliers
which were not yet due at the end of the reporting period
are recognised as current liabilities in the consolidated
statement of financial position.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

26. BRI

REEHR REERXNTEHE
5z R EARE DOMTAAT

2018 2017
—E—)\%F —T—+F
RMB’000 RMB’000
AR®TT ARBTIT
- 3,162

- 664

- 3,826

R-ZT—tF+-A=+—8 &
WEENEREREREEERE
HEEEEESREME AR HH
I8 AR ¥53,826,0007T © HAARE
BHAEZREERETRREENE
REER R 8 - A R B R AR
EMBEBRRTEABRUEENEH
FHEREE MEEBHEENER
B (RmEHREAREH) HERE
HEE 5 RN RIBARER R BN
KPR ERBRB AR
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

26. BILLS RECEIVABLES (continued) 26. BLEE ()
2018 2017
—Z—)\s —T—+F
RMB’000 RMB’000

AR®TR ARBT T

Bills receivables endorsed to suppliers &2 HBREERHER

with full recourse: BEENRERERE

Carrying amount of transferred assets B & E 7 BREE - 3,826

Carrying amount of associated HEaEzREEE

liabilities - (3,826)
Net position BR = -
All the bills receivables are denominated in RMB. FIERWEEHAARESE -
The maturity dates of endorsed bills were less than six HEEZEEAREHARBIZEEA
months from the end of the reporting period. HLRAEA -
27. LOAN RECEIVABLES 27. BIRER

The Group’s loan receivables arose from the money FR AEENRBREFKRERE
lending business during the year. E
Loan receivables bear interest at rates, and with credit BRERZFEREERHIINE
periods, mutually agreed between the contracting parties. HERWBE BRERTDAGES
Loan receivables are secured by properties and personal AN/ B FREBIA Lz B E R B AP
guarantees by the debtors/certain individuals. Overdue RIEER - OHER B RER
balances are reviewed regularly and handled closely by EBEHEZREERIE

senior management.

Annual Report 2018 PR
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

27. LOAN RECEIVABLES (continued)

The loan receivables, net of allowance, at the end of the
reporting period are analysed by the remaining period to
contractual maturity date as follows:

Within 3 months
3 months to 1 year

=EAR
—@AzE—%F

Over 1 year which contain a repayment —F LA F (AKX EK

on demand clause BRGSO

The interest rate was fixed at the contract date. The
average effective interest rate was at 5.25% to 24% per
year as at 31 December 2018 (2017: 5.25% to 24%).

The loan receivables were neither past due nor impaired
relate to certain debtors for whom there was no recent
history of default.

Movement in the allowance for doubtful debts:

At beginning of the year (1 January 2018 WAF¥] (= — \F

amount has been restated) —A—H&EDEY)
(Reversal)/Impairment loss recognised in Ft & 5 & W IBFEZHY

respect of trade receivables (BmE),/BEEE
At end of the year RER

@ Cybernaut International Holdings Company Limited
00000

BHAEERZRERAT

27. BB ()

PR 2 B R A K B3R (B )
BEZEANESEEOFBBE AT
o

2018 2017
—E—)\%F —T—+F
RMB’000 RMB’000
AR®TT ARBTIT
160,664 52,791
37,817 66,745
19,085 56,832
217,566 176,368

FEEREHNBHEE - R=ZFT—
NFE+=—A=+—8 " FHEERSF
MR E5.05%FE24% (—B—+ 4 :
5.25%%24%) ©

M B R R E R R (E - A B
ETOHYEBRCENEBAR
7

RERB &
2018 2017
—E—)\s —ET—+F
RMB’000 RMB’000
AR®TT ARBEFIT
17,896 -
(176) -
17,720 -




Notes to the Consolidated Financial Statements

e I H AR M

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

27. LOAN RECEIVABLES (continued) 27. BEUER (&)
Analysis of the gross carry amount of loans receivable is FEWE R BREBESITOT ¢
as follows:
Stage 1 Stage 2 Stage 3 Total
F1RER FOREER FIFEER @t
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARETT ARET T ARET T
Gross carrying amount as at R-ZE—N\F
1 January 2018 —B—B2
FRERE 176,368 - - 176,368
New loans/financing originated  KEHER @& 174,957 - = 174,957
Loans/financing derecognised ~ RAERK IFTER S
or repaid during the year BEEEZER
(other than write-offs) BE (BAREEIN) (133,759) - - (133,759)
Gross carrying amount as at BWZ_Z—/\f
31 December 2018 +=-—A=+—H=2Z
IRE#{E 217,566 - - 217,566

Definitions of Stage 1, Stage 2 and Stage 3 are detailed in
note 8(b).

The maximum exposure to credit risk at the end of
the reporting period is the carrying value of the loans
receivable. The Group seeks to maintain tight control over
its loans receivable in order to minimize credit risk by
reviewing the borrowers’ or guarantors’ financial positions.

At the end of the reporting period, loans receivable carried
fixed interest rates and had effective interest rates ranging
from 5.25% to 24% per annum (2017: 5.25% to 24% per
annum).

Interest income and reversal of allowance for loans
receivables of approximately RMB18,911,000 (2018:
RMB15,811,000) and RMB175,000 (2017: Nil) respectively
have been recognised in the consolidated statement for
comprehensive income for the year ended 31 December
2018.

FIEE - F2RBERFIERIEER
TR EE8(b) FF A

RBEESHRZ BN EERR SRR
ERZEHE - AEEEBEXE
KA HIERANTFEARR - DKE&
RIEFEERER  EMEERE
EERR -

RMEPR BREFIZETEFH
KB BEFHEN F5.25%F
24% (ZZ—+F : 525%%E24%) °

=

REBEE_ZT—NF+ZA=+—
BIEFE  BREXRKNFE K
ARBBEBRBRESIHNAARE
18,911,000t (ZZE —N\F: AR
#15,811,0007T) & A R#175,000
T(ZZE—tF:F) BEREESR
T Y 2k 3R R ©
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

28.

29.

BANK BALANCES AND CASH/RESTRICTED
BANK DEPOSITS

Restricted bank deposits represents deposits of
RMB5,415,000 (2017: RMB5,741,000) which have been
pledged to banks to secure bills payables. The pledged
deposits are not available for use in the Group’s daily
operation.

At 31 December 2018, included in the bank balances and
cash was RMB122,594,000 (2017: RMB188,600,000)
that was denominated in HKD and RMB916,000 (2017:
RMB33,000) that was denominated in USD. All the
remaining bank balances and cash are denominated in
RMB.

TRADE AND BILLS PAYABLES

The following is an ageing analysis of trade and bills
payables presented based on the goods receipt date at
the end of the reporting period.

0 — 30 days 0&230H

31 - 60 days 31260H
61 — 90 days 61£290H
Over 90 days 90H KA

The credit period granted by the suppliers to the Group is
within 30 days.

At 31 December 2017, included in the trade payables was
RMB3,825,916 secured over bills receivables endorsed to
suppliers that were not yet due for payment.

The carrying amounts of the trade payables at the end of
the reporting period are denominated in RMB.

Cybernaut International Holdings Company Limited
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28.

29.

BITRBREAS SRS
TER

ZRHIBITFERIVIEEER TR
TURBENEENERARKE
5,415,000 (ZE—+F : ARM
5,741,0007T) « BB # 17 5K DAl
REERBEEBFHER -

R-ZE-NFE+-A=+—8 " &
ARTEBREKAESNESEARE
122,594,000 (ZE—+tF : AR
#188,600,0007T) Ty LA TTEHE -
mAR%916,0007T (ZZT —+4F :
AR¥33,0007T) BILAZEITRTE © FT
BERTHRITERERRESHAARE
FTHE °

RAEMREREMRE
AT RE 5 R 50R RN RER

BERRBBRURRERBHZE 2
FREC DA ©

2018 2017
—2—-\#F ZT—+F
RMB’000 RMB’000
AR®TR AR T
50,919 28,745
2,406 8,576
2,644 4,698
13,092 77,727
69,061 119,746

HEBRASERL ZEEHR30
BA -

RN-ZEBE—+FE+_A=+—08 " 5t
ABSRNFENSETRERMH
EEaEENERER (MRFER
H) WERERIEARYS,825916
= ;

REmEMR BEHENFEZERE
BEAARBHE -
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30. OTHER PAYABLES AND ACCRUALS

31.

e I H AR M

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

30. HfuEfRIARERTEA

2018 2017
—e— )& [t
RMB’000 RMB’000

AR®TR ARETIT

Other payables HoAth FE A FRIE 2,408 6,102
Receipt in advance TEM IR = -
Accrued sales commission EFTEERE - 5,251
Accrued professional fees EErEXEA 834 -
Accrued staff costs FEEt B TR 371 6,809
Other tax payables H A fIE 76 1,080
Amount due to a director (note) EN—RBESHIE (M) - 3,000

3,689 22,242

Note: Amount due to a director is unsecured, interest-free and
repayable on demand.

BANK AND OTHER BORROWINGS

The bank borrowings of RMB18,000,000 (2017:
RMB19,000,000) were secured by the Group’s
leasehold land and building with a net carrying value of
RMB252,000 (2017: RMB305,000) and RMB37,000 (2017:
RMB389,000) respectively at the end of the reporting
period and repayable within one year.

The other borrowings of approximately RMB68,502,000
(2017: RMB31,643,000) were due to independent third
parties. The amounts were unsecured and repayable
within one year.

The interest rate of the other borrowings amount was 6%
per annum.

Bt BN — R EERERGER 28
NIBRESEE -

31. BITRAMESR

RBEHKR ROBEARKE
18,000,0007c (ZZ—+&F: AR
#19,000,0007T) Jh LA 7K & B BR @
FED R A AREE252,0007T (ZF
—+tF : ARM305,000T) EAR
¥37,000c (ZT—tF: AR%
389,0007T) 2 HHE + i RIEFIEK
A WER—FREER -

H & B 48 A R #68,502,0007T
—T—+%F: AR¥31,643,000
L) BGENTBIE=F > 2548
RS IR AR —FAEE -

HipfEES B FMER6% °
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32.

BE-T \F1-A=t—ALEE

DEFERRED TAX LIABILITIES

At 1 January 2017

Arising on acquisition of Cybernaut
Technology International Group

Credit for the year
Exchange realignment

At 31 December 2017 and 1 January 2018

Credit for the year
Exchange realignment

At 31 December 2018

Cybernaut International Holdings Company Limited

BHAEERZRERAT

32. EERRAR

R-F—tF—H—H

Y& Cybernaut Technology
International &£ @& 4+

FREE

i H R

RZE—+F+-A=+—HEK
—E-\F—A—H

FREE
AR

RZE-—N\E+-_A=1+—H

Revaluation
of assets
BE
ENEE
RMB’000

ARBTT
10,243
32,109

(5,969)
(500)

35,883

(11,077)
59

24,865
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33. PROMISSORY NOTES

At 1 January mn—H—H
Accrued interest charged FERTE WEF S

Issue of promissory note upon
fulfillment of profit guarantee (note 34) Zi& (FizE34)
Exchange realignment ME 5, e B

At 31 December Rt+=-—A=+—8

Note:

On 9 November 2015, the Company issued promissory notes for an
aggregate principal amount of HK$213,600,000 at 2% interest per
annum (the “PN”) upon completion of the acquisition of Soaring
International Holdings Limited to Mr. Lee Yim and Mr. Ng Hang Fai
Calvin (the “Vendors”), independent third parties not connected to
the Group. The PN are due on the third anniversary of the date of
issue. On 2 November 2018, the Vendors and the Company have
agreed to extend the maturity of the PN to 9 November 2020.

The fair value of PN was approximately to their principal amount
calculated at the effective interest rate of 2% per annum. The PN
is classified as non-current liabilities and are carried at amortised
cost until settlement on due date.

RERCE FIRFE R BEITHAR

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

33. ARTIR
2017
—TtF
RMB’000 RMB’000
AR®TT ARBTT
185,576 195,730
3,602 3,700
37,586 -
10,292 (13,854)
237,056 185,576

Hike -

RZTE—RAF+—ANB  ARFERTE
Ak Y BESoaring International Holdings
Limitedf& [A) B2 7K &% B0 B i@ 0 B L 8
ZHEREERRERBAE ((BH]) &
F F| 2% 1T AN & 48 88213,600,000/%8
THEEER ([FEER]) - AHER
RETHBHEAF=ZFIH - R=_F—
NFE+—AZH BEFERARRERE
R EENHRERE-S-_SF+
—ANAB -

EAZENAFEOAEENEASE
TR BIRFHMEHE - AHLRETY
DERIRDEEREERIHHBE
AR SHAAN T B -
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

34.

.uu.qa

CONTINGENT CONSIDERATION

On 26 July 2017, the Company entered into the Share
Purchase Agreement (the “SPA”) with Cybernaut Education
Limited, a company which is owned as to 90% by Mr. Zhu
Min, an executive director and a substantial shareholder
of the Company, (the “Vendor”). Pursuant to the SPA, the
consideration will be subject to adjust based on the net
profit after tax generating from operating activities (the
“Net Profit”) of the Cybernaut Technology International
Limited and its subsidiaries as shown in the audited
consolidated financial statements for:

()  the Net Profit for the six-month period ending 30
June 2018 shall not be less than HK$7.5 million;

(i) the Net Profit for the six-month period ending 31
December 2018 shall not be less than HK$7.5
million;

(i) the Net Profit for the six-month period ending 30
June 2019 shall not be less than HK$9 million; and

(iv) the Net Profit for the six-month period ending 31
December 2018 shall not be less than HK$9 million.

The fair value of the contingent consideration was
determined by an independent professional valuer not
connected with the Group based on Binomial Option
Pricing Model. The fair value as at 31 December 2018 was
RMB108,402,000 (2017: RMB143,143,000).

During the year ended 31 December 2018, item (i) have
been fulfilled, and promissory note of principal amount
HK$55 million have been issued accordingly.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

34. BARMR

R=ZZE—+tFtA=+"B ARAF]H
Cybernaut Education Limited (— 5 &
RRARAITEREREERR KRG LR
B0% 2 XA (TEF ) 7T BB 1% =
(TR ) - RIZBR B KEAR
E A Cybernaut Technology International
Limited % K Il B8 2 B 2 I8 T br & B 7%
R 2K B R ERB 2 BRI T
(DM ]) FLARE

() RBE-—T-—NEAA=+HL
N1E A ERR 2 0% % R R 18
7,500,000/ 7T :

i) RBE-FT-—N\F+-A=+—~
118 A S8R0 2 B FI T8 R
7,500,000/ 7T

iy MREBEE_ZE-AFRNA=+HIL
ANE A B Z % N A E DR
9,000,000% 7T : &

vy REBEE—Z-N\Ft+t-A=+—H
ENEA MR 2 FEF A/ DR
9,000,000%7T °

IARERFEREREHEEE
B EEGEMER B REEEER
FiEE - RZE—NF+ZA=+—H
2 AFEBARE108,402,0007T (=F
—+tF : AR®148,143,0007T) °

REZE-_ZT—N\EFE+_A=+—HItHF
B B)BEEBEEN  WERLETEAS
455,000,000/ T L =K ©
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35. SHARE CAPITAL

Authorised:
At 1 January 2017, 31 December 2017,
1 January 2018 and 31 December 2018

Issued and fully paid:

At 1 January 2017

Placing of shares (note a)

Issue of shares upon exercising of warrants
(note b)

Issue of shares upon exercising of
share option (note ¢)

At 31 December 2017 and 1 January 2018

Share repurchase and cancelled (note d)

At 31 December 2018

Shown in the consolidated financial
statements
At 31 December 2017

At 31 December 2018

35. &=
Number of
shares at
HK$0.10
per share Amount
BRmE{E.10
BETZRMEE &8
'000 HK$’000
Fix THL
BE:
RZE—+%—R—8"
“T—+tF+-R
=t+-B -ZZT-N\%F
—B—RER=ZZ-N\E
+-A=+—8 20,000,000 2,000,000
ERTRHBE :
RZZE—+F—A—H 3,186,012 318,601
BIHEE (Hita) 595,600 59,560
AT RIAE R B 21T IR AD
(M&b) 396,536 39,654
RTINS TRG (Fkc)
15,000 1,500
RZE—tF+-A=+—HK
—Z-)\f—F-H 4,193,148 419,315
BB R SR D (FizEa) (217,700) (21,770)
R-F-\F+-A=1—H 3,975,448 397,545
RiFaHERRRT
RZF—tF+ZA=+—H RMB’000 equivalent
ARBTTEE 355,046
RZE-NF+=-A=1+—H RMB’000 equivalent
ARBTREE 337,128

e I H AR M

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

Annual Report 2018
ZE-N\EFR



Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018

BE_Z

—NF+ZA=t—HILFE

35. SHARE CAPITAL (continued)

Notes:

(a)

On 18 January 2017, pursuant to the placing and
subscription agreement dated 13 January 2017,
595,600,000 ordinary shares of HK$0.10 each were
allotted and issued at HK$0.30 per share. The net proceed
of approximately HK$176,600,000 was used for general
working capital and funds to finance future investment.

(b) During the year ended 31 December 2017, total
396,536,000 shares were issued upon exercising
of warrants. The net proceed of approximately
HK$118,961,000 was used for general working capital.

() On 15 May 2017, share options were exercised to
subscribe for 15,000,000 ordinary shares in the Company
at a consideration of HK$4,800,000.

(d)  During the year ended 31 December 2018, the Company
repurchased and cancelled its own ordinary shares on The
Stock Exchange of Hong Kong Limited as follows:

Number of
shares
Month/year repurchased
{4
/R Bin&H
('000)
(FA)
February 2018 —Z—)\F_A 101,968
April 2018 —ZE-N\FWMA 9,448
May 2018 —ZE-N\FhHA 39,364
June 2018 A AN 17,892
July 2018 —ZE-N\FtA 28,336
September 2018 —Z— \EH A 7,648
October 2018 —ZE-N\&+AH 13,044
217,700

Cybernaut International Holdings Company Limited

BREEFIZERARA R

35. Bg®& (#8)

3

Highest
price paid
per share

FR3Z {189
sERERR

(HK$S)
(B7T)

0.295
0.275
0.280
0.270
0.270
0.220
0.2183

RZZ—tF—A+=H " REAB
HE-T—tF—AT=AZEE
EkREHZE  BESR030E T
Al RETEREE0I10B T2
595,600,0000% & i@ A% - FT15 5118
TR EE#7176,600,0007 7L E AE—
BEEESRABBRHEERKE
4o

REE-ZT—+tF+=-A=+—8
LEFE - RITERREBRBTE
$£396,536,0008% i 15 ° FT 15 3 A
%55&118,961,000%71:5%{15—

BEEES -

R=—ZFE—tFRA+AHB E%
RRiED BITE L‘A*’ BAR
15,000,000/% & & A% ﬁ{ﬁ?%
4,800,0005 7T ©

RBE-Z-N\F+-A=+—H
LEE  ARAREEBARS
FARARBOREHEAS LA
B R

Lowest
price paid Aggregate
per share paid
FR3Z e FR3Z e
BERER B
(HKS) (HK$’000)
(%) (F%T)
0.247 27,803
0.270 2,588
0.265 10,762
0.255 4,693
0.250 7,208
0.210 1,637
0.195 2,648
57,339
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36. SHARE-BASED PAYMENT TRANSACTIONS

The Company’s share option scheme (the “Scheme”),
was adopted pursuant to a resolution passed on 7 June
2010 for the primary purpose of providing incentives to
directors and eligible employees, and will expire on 6
June 2020. Under the Scheme, the board of directors of
the Company may grant options to eligible employees,
including directors (excluding non-executive directors) of
the Company and its subsidiaries, to subscribe for shares
in the Company.

At 31 December 2015, the number of shares in respect of
which options had been granted and remained outstanding
under the Scheme was 120,000,000, representing 7.66%
of the shares of the Company in issue at that date. The
total number of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10%
of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders.
The number of shares issued and to be issued in respect
of which options granted and may be granted to any
individual in any one year is not permitted to exceed 1%
of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders.

Options granted must be taken up within 20 days from the
date of grant, upon payment of HK$1 per option. Options
may be exercised at any time from 1 year from the date
of grant of the share option to the 10th anniversary of
the date of grant. The exercise price is determined by the
directors of the Company, and will not be less than the
higher of (i) the closing price of the Company’s shares
on the date of grant, (ii) the average closing price of the
shares for the five business days immediately preceding
the date of grant; and (iii) the nominal value of the
Company’s share.

For the year ended 31 December 2018
HE-_T—N\F+-A=t—BHLFE

36. LI BERMRIZS

ARARER=F—FFAALA
BB 2R B RR AR ) ([
HE TEEMERNEFROE
18 B IR - Tkt ISR =
ToTERARBER © RIEKE
B AAREEETRAERER
(BEARARRENBADNES -
TRIEINTES) RHHAE - 5
RBARABRY -

RZZE-—RAF+-_A=+—H0 1R
BT EID R HARTE 2 B
TP N 2 A0 BB 73120,000,000
I HERARRARNZAEETR
0 27.66% ° EREARAPRIRE
FTHAEMBERT @ RIBZTEI T8
BB S Mz R BT
FHEEARREMREE HTR
0 210% ° EREARABRIREL
OERBERT - ERERALRME
o] — FAER KA B 2 B AP
R BBEITRSTETRO A
NMEHBIBARR B R EFIEE S 1T
Befn21% e

ERBREALARK L B HE
208 ABL B BB H1AT - A
EMERE BRETRELEKR
BESEF —FEEREAHZ T
BFEEABREITE - TEERA
NAEEETE AR TSERUAT
RRE (AR RROPMEEB#RZ
W (i REERDL B HE
A% A ZFHRHE - i)
DA EE -
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or the year ended December 20

BE_Z-N\Ft_A=t—HLFE

36. SHARE-BASED PAYMENT TRANSACTIONS 36. LRI BERFEIRT S (#)

(continued)
2018 —E-N\F
Number of share options
MRERE
Vesting Exercise Balance at Balance at
Date of grant period  Exercisable period price 1.1.2018 Granted Exercised Lapsed 31.12.2018
RIE-\E
RIB-I\%F +ZR=+-H
RHAM BEY TEY iR —-A-Hz&R REARH REATE RERKN b4 -1 ]
16 March 2015 Nil 16 March 2015 to HK$0.32 105,000,000 - - (105,000,000) -
15 March 2018
ZE-1FZAt5EB & ZZ-RF=A1/HE 03287
Z-\F=A+hA
18 January 2016 Nil 13 January 2016 to HK$0.315 80,000,000 - - - 80,000,000
12 January 2019
“E-RE-ATZR B ZZE-At=HE 031581
“E-N\5-A+ZH
185,000,000 - - (105,000,000) 80,000,000
Exercisable at 31 December 2018
ARZE-\F+ZA=+-Aff 80,000,000
Weighted average exercise price HK$0.315
METATEE 0.315%7T

veseoes Cybernaut International Holdings Company Limited
BERRLERZERERAT
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36. SHARE-BASED PAYMENT TRANSACTIONS

(continued)
2017
Vesting
Date of grant period Exercisable period
Rt A E FEE TR
16 March 2015 Nil 16 March 2015 to
15 March 2018
“Z-n%=RtrE & ZE-RE=R+/AE
ZZ-\F=A+hA
13 January 2016 Nil 13 January 2016 to
12 January 2019
“E-7E-Rt=R & _f—/\i At=AZ
“E-N\5-ATZH

Exercisable at 31 December 2017

ARZE—tETZA=+-Rf

Weighted average exercise price

METATRE

Exercise

price

1fefE

HK$0.32

0.32%7T

HK$0.315

031577

i
ﬁi—? —NFE+ZA=+— Hti?

36. LI BERFTRES ()

—B—tF
Number of share options
iR A
Balance at Balance at
1.1.2017 Granted Exercised Lapsed 31.12.2017
WZT—tF RZE—t&
—A-H TZA=+-H
&R RERRL  RERAE RERER i
120,000,000 - 15,000,000 - 105,000,000
80,000,000 - - - 80,000,000
200,000,000 - 15,000,000 - 185,000,000
185,000,000
HK$0.318
03188

Annual Report 2018
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

36.

37.

SHARE-BASED PAYMENT TRANSACTIONS
(continued)

A the end of the reporting period, the Company had
200,000,000 share options outstanding under the share
option scheme. The exercise in full of the outstanding
share options would, under the present capital structure
of the Company, result in the issue of 200,000,000
additional ordinary shares in the Company and additional
share capital of approximately HK$20,000,000 and share
premium of approximately HK$42,400,000 (before issue
expenses).

OPERATING LEASES

At 31 December 2018, the Group had commitment for
minimum lease payment under non-cancellable operating
leases which fall due as follows:

Within one year —FR
In the second to fifth year inclusive F_FEFRF
(BEEEMSF)

Cybernaut International Holdings Company Limited

BHAEERZRERAT

36. LI BERFTRES ()

37.

RIEIR  ARRRBERETE
T8 | # £200,000,0001% & % 17 {F
BhRiE RARAIREBEERNERE
T —BRECENEREES
T B ARQRAAEITEIN
200,000,000/% & & f% & 58 4) f% A
#920,000,0007 7T & B% {3 & & 4
42,400,000/ 7T (oK & 40 & 3% 17 5
%) o

EEHR

R_FB-N\F+-_A=+—H XK
SERBETABHELERERAT
REBEMNKZAE  AIHER
LU

2018 2017
—e— )& [t
RMB’000 RMB’000
ARBTE  ARETR
2,998 4,720

282 3,393

3,280 8,113
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or the year ended December 20

HE—T N\Ft-A=+—BILFRE

38. RELATED PARTY TRANSACTIONS 38. REFXH
Save as disclosed in elsewhere to the consolidated BRtrE M HRREMIT o ES
financial statements, the Group have the following related Gh - REBEFTBUTEERIRS °

party transactions.

Nature of
Name of related party Relationship transaction/balance 2018 2017
RESMR B XHHE & ZE-)\F i
RMB’000 RMB’000
AER®BTE AR%TT
Lu Yongchao Executive Director Loan interest received 17 33
=K WITES BRERFIR
Loan receivable 1,756 2,456
Sin Kwok Wai Ronald Executive Director LLoan receivable 1,317 1,665
B WITES M E X
Note: The interest rate of the loan was 6% per year. In the opinion Wit BEROEMNER% - EFRA -
of the directors, the transactions between the Group and AEEEBET 2 XSGR BEEHE
the related party were conducted in the ordinary course of BT HETT ©

business.

Annual Report 2018 @ PR
ZE-N\EFR
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

38. RELATED PARTY TRANSACTIONS
(continued)

Compensation of key management personnel

The remuneration of directors and other members of key
management for both years was as follows:

Short-term benefits
Retirement benefit scheme contributions

pSEE R
RIRARHET IR

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

39. ACQUISITION OF SUBSIDIARIES

Cybernaut Technology International Limited and its
subsidiaries (“Cybernaut Technology Group”)

On 26 July 2017, the Company entered into a sale and
purchase agreement with Cybernaut Education Limited,
a company which is owned as to 90% by Mr. Zhu Min,
an executive director and a substantial shareholder of
the Company, (the “Vendor”), for the acquisition of 100%
equity interest in Cybernaut Technology International
Limited, an investment holding company whose
subsidiaries are principally engaged in internet education
services, at an aggregate consideration of approximately
HK$272,093,000. The acquisition was completed on 22
November 2017.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

""uqb

38.

39.

MERXSH (&)

TEEBAETM

EENHEMTE2EEEKRERMIE
FEZHMMT

2018 2017

—g— )& [t
RMB’000 RMB’000
ARBTE  ARETR
4,335 4,162

68 56

4,403 4,208
EEREBTRARZME o

WEEE2EMARERTSBS
MERE °

WrRRPH B 27

Cybernaut Technology International
Limited & E {82 7 ([ Cybernaut
Technology%HE |)

RZFT—+tF+tA=Z+H  &A
7] BCybernaut Education Limited
(—FKEEARARTEERFTER
REABEEFHIONZ 2R (TE
TDRIZEEGZE  KAERERD
272,093,000/ 7T Y #ECybernaut
Technology International Limited
(—KREZERRAA EME LA
FTERERETHMBHERY) 2
100% M HE - ZWBFEHENR T —
tE+—B -+ -HB=/K -
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39. ACQUISITION OF SUBSIDIARIES

(continued)

Cybernaut Technology International Limited and
its subsidiaries (“Cybernaut Technology Group”)

(continued)

The fair value of the identifiable assets and liabilities of
Cybernaut Technology Group at the date of acquisition

was as follows:

Property, plant and equipment

Intangible assets

Trade receivables

Prepayment, deposits and other receivables
Cash and cash equivalent

Trade payables

Accruals and other payables

Tax liabilities

Deferred tax liabilities

Goodwill on acquisition

Consideration satisfied by:
Cash
Contingent consideration — Promissory notes

For the year ended 31 December 2018

HE—T N\Ft-A=+—BILFRE

39. WEMBLT (1)

Cybernaut Technology International
Limited R H K82 7 ([ Cybernaut

Technology%E |) (&)

W

ME - BB MR

BVEE

B 5 R IA

BNR - me REWREKRIEA
REeRBREFED

B 5 RNA

FEETE R R E b 5RIA
BEAE

EEHAAE

WhERELNEE

REUTIIRRFE :
B
HARE — ARHEE

Cybernaut Technology#e [ 7 Y i
BBz A#REERBEZAFE

Fair Value
AFE
RMB’000
ARBEFTT

145
128,437
9,966

61

1,811

(1,069)

(36)

(503)

(32,109)

106,703
123,672

230,275

84,631
145,644

230,275

Annual Report 2018
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

39.

ACQUISITION OF SUBSIDIARIES
(continued)

Cybernaut Technology International Limited and
its subsidiaries (“Cybernaut Technology Group”)
(continued)

During the year ended 31 December 2017, Cybernaut
Technology Group contributed approximately
RMB4,140,000 to the Group’s revenue and approximately
RMB2,987,000 to the Group’s results in aggregate for the
period from the date of acquisition to 31 December 2017.

Goodwill arose in the acquisition of Cybernaut Technology
Group because the consideration for the acquisition
reflects the future economic benefits expected to be
generated from combining the acquiree’s operation with
the Group’s operations.

If the acquisition of the Cybernaut Technology Group
had been completed on 1 January 2017, the Group’s
revenue for the year ended 31 December 2017 would
have been approximately RMB379,006,000 and loss
for the year ended 31 December 2017 would have
been RMB128,972,000. The pro forma information is
for illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the
Group that actually would have been achieved had the
acquisition been completed on 1 January 2017, nor is it
intended to be a projection of future results.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

39. WEMBLT (1)

Cybernaut Technology International
Limited R H K82 7 ([ Cybernaut
Technology5 @ |) (&)

RBE-ZT—tF+=-A=+—8
It %F £ * Cybernaut Technology%
EREREEREE_T—tF+
“A=+—HIHBE AHX£HH
AAEBERMBAREENARYE
4,140,0007T & #) A R #2,987,000
=

HAWERERMBELCENZ - 1B
B Uy BE Cybernaut Technology%s
EECEBRBEEEHKEREE
RAEBZENEHER -

fiy U B&Cybernaut Technologyf
BR=_F—tF—A—HZK ' &
EERBE-_T—+tF+=ZA=+
—BEFEZHRAEROARYKE
379,006,0007T * MARBE_ZT—+
F+-A=Z+—BLEFEZEERE
HARH128,972,0007T © WHEEE
HEHRSBRASZ  T—ERABENK
BR_ZT—t+F-—A BB
ATAEEERAFHRARL S
BZEEZE  TTBULERAKRE
4E 2 FER o
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

40. STATEMENT OF FINANCIAL POSITION OF 40. EAFMBIRAR
THE COMPANY

(a) Financial information of the statement of financial (a) ALATFMBRRKZGHER

position of the Company
2018 2017
—E-N\F —E—+fF

RMB’000 RMB’000
AR®TR AREETT

Non-current assets EREEE
Property, plant and equipment ME - BB &&E 194 -
Investments in subsidiaries KB AR 2 &E 551,645 551,645
551,839 551,645
Current assets mEEE
Loan receivables FEUE X 7,026 3,747
Prepayments and other receivable &5t 7138 K2 H fth g U 3508 1,938 589
Bank balances RITHERR 84,777 4,850
93,741 9,186
Current liability g 1=K
Other payables and accruals HAb T RO R FERT B R 2,630 2,202
Amount due to subsidiaries FETH B A RIFUA 126,654 -
Promissory notes EHER = 185,576
129,284 187,778

Annual Report 2018 PR
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

40.

STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)

Net current (liabilities) wE (&fR) BE

Total assets less current liability FE#ERTDARE

Non-current liability ERBEAR
Promissory notes et
Contingent consideration HARE
Net assets BEFE
Capital and reserves BE R 6 iE
Share capital &7
Reserves (G

Total equity BgoEE

Approved and authorised for issue by the board of
directors on 29 March 2019 and are signed on its

40. =LAFMBHRAR (38)

2018 2017
=)\ —E—F
RMB’000 RMB’000
AR®TT AREEF T
(35,543) (178,592)
516,296 373,053
237,056 -
108,402 143,143
345,458 143,143
170,838 229,910
337,128 355,046
(166,290) (125,136)
170,838 229,910

EZeR_T-NF=A=+
NEHEfE R IR TEE - WA

behalf by: TREEE
DIRECTOR DIRECTOR

EF 2

Zhu Min Sin Kwok Wai Ronald

b3 ¢ FEER

Cybernaut International Holdings Company Limited

BHAEERZRERAT



=

Notes to the Consolidated Financial Statements

e I H AR M

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

40. STATEMENT OF FINANCIAL POSITION OF 40. EAFMBRAE (8)
THE COMPANY (continued)

(b) Movement of capital and reserves of the (b) HEATELRRFEEEE
Company
Capital Share
Share Share  redemption options Warrant  Exchange  Retained
capital  premium reserve reserve reserve reserve profits Total

k% BRER RIMORE WREGE DRMERE 2 EREE  REE @it
RMB'000  RMB'OO0 ~ RMB'000  RMB'OO0 ~ RMB'000  RMB'O00  RMB'000  RMB'000

ARETR ARETR AR¥TR ARETR ARETR ARETR ARETR ARET:R

At 1 January 2017 RZF-tE-A-A 266,401 432,212 - 21,431 9,669 9,132 (6183,952) 124,793
Loss for the year FREE - - - - - - (138842 (138842
Other comprehensive income EREp2ERE

for the year - - - - - (20,647) - (20,647)

Total comprehensive expense FERERRAE

for the year - - - - - (20,647) (138,842) (159,489)
Issue of shares upon exercisng NI RRERR
of warrants BkH 34,567 76,523 = = (7,390) = - 103700
Issue of shares upon placing REEREIRA 52752 103910 - - = - - 156662
Recognition of equity setfled ARALEEN
share-based payments RipAERM 1,326 4219 - (1,301) - - - 4,244
Fund raised by way of EAREEEEES
exercise of warrants - - - - 2,179 - 2,179 -
At 31 December 2017 WZF—tF
+-A=t-H 356,046 616,864 - 20,130 - (11,519) (750,615) 229910
Loss for the year ERER - - - = = = (9491) (9,491)
Other comprehensive income EREfEENR
for the year - - - - - (2483) o (2,483)

Total comprehensive expenses  EE2ERTAE

for the year . - - - -4y P (19T
Repurchase of share BERH (17,918)  (29,180) 17,918 - - - (g (47,008)
Lapsed of option BEERE - - - (11,504) - - 11,504 =
At 31 December 2018 RZZ-NF

TZA=1-A 337,128 587,084 17,918 8,626 - (13,998) (766,520 170,838

Annual Report 2018 PR
ZE-N\EFR



Notes to the Consolidated Financial Statements

= by S S

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

41. xLFMEBLFER

41. PARTICULARS OF SUBSIDIARIES OF THE

COMPANY
Issued and Proportion of
Place and date of fully paid ownership
incorporation/establishment share capital/ interest held by
Name of subsidiary and operations registered capital the Company Principal activities
e/ BRTRERRS/ FAEREN
REARER RUREEHERAM ithEx FegERLH IERE
2018 2017
—E-)\E bl
Soaring International Holdings The British Virgin Islands USS2 100% 100% Investment holding
Limited 5 March 2015 VeI RERR
ERRAEE
“E2-1£=A1A
VT Zero Limited Hong Kong HK$10,000 100% 100%  eCommerce
24 January 2007 10,0008 ETEH
B4
ZEStE-f1R
YRTHET (R BBAA The PRC RMB500,000 100% 100%  eCommerce
25 February 2011 AEE500,0007 R
G
“E——%-f-1%R
Time Crgdit Limited Hong Kong HK$2,000,000 90% 90% Money lending
RAREBRAR 30 December 2011 2,000,007 I
(2
“E——%+_A=tH
Accura Machinery & The PRC RMB26,639,440 100% 100% Manufacture and sale of
Manufacturing (Taicang) Co., Ltd. 23 February 2004 AR26,630 44070 paper converting equipment
Kmh (X2) BRAR hE and other relating equipment
“EEME-F-+R HERHEAFNIRER
At iERE
Accurate Trade International Limited The British Virgin Islands USH1 100% 100% Investment holding
18 November 2013 1% RERR
ABRAES
ZE-ZE-ATNR
China Safety Holdings Limited Hong Kong HK$1 100% 100%  Ivestment holding
RERERRARAT 7 April 2014 1AL BERR
5
“E-RERALA
Eagle Pioneer Limited The British Virgin Islands USS1 100% 100%  Investment holding
12 March 2014 1% RERR
ABRRES
ZR-MEZATZH

Cybernaut International Holdings Company Limited

BHAEERZRERAT
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e I H AR M

41. PARTICULARS OF SUBSIDIARIES OF THE

COMPANY (continued)

Issued and
Place and date of fully paid
incorporation/establishment share capital/
Name of subsidiary and operations registered capital
eI/ ERTREREE/
HELRER RIREEHHR AN HhEs
Great Select Global Limited Hong Kong HK$1
SRRRERAR 18 November 2013 %7
5t
“F-=Ft-A1t/NR
Sinoref (BVI) Limited The British Virgin Islands USS2
12 January 2010 2%T
ABRAES
“5-3F-ATZR
Sinoref (Hong Kong) Limited Hong Kong HK$1
EifRR (F8) BRAT 17 February 2010 18T
Bk
ZE-RECATHA
Sinoref Yixing? The PRC RMB151,716,600
EfER 20 July 2005 ARH#151,716, 60070
]
ZETRFLACTR
Cybernaut Technology International Limited  The British Virgin Islands US$0.01
17 January 2017 ES
AERIEE
Z2-tF-A+tA
Hong Kong Cybernaut Technology Limited  Hong Kong HK$10,000
EARMENRARAR 27 February 2017 10,000%7C
(3
ZE-tE-A R
Huzhou Sai Le Hong Education The PRC HK$10,000,000
Technology Limited (‘Huzhou") 23 March 2017 10,000,000% ¢
MNELAHENRERAR (9N ]) ]
“F—tF=A-1=H
Capital Wowxue (Bejing) Education The PRC RMBA4,000,000
Technology Limited ( “Wowxue” ) 15aroh 202 ARE4,000,0007
578 (17 #ERRERLA (78) TR _
“E-—£=f+1A
b Wholly-foreign owned enterprise registered in the PRC.

None of the subsidiaries had issued any debt securities at

the end of the year.

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

Proportion of
ownership
interest held by
the Company
FARREY
it ]
2018 2017
%)\ el
100% 100%
100% 100%
100% 100%
100% 100%
note (i) note (i
WD g
note (i) note (i
WED g
note (i) note (i
WED g
note (i) note (i
WED g

41. xLFMBLFER (&)

Principal activities

IRRE

Investment holding

REZR

Investment holding

RAZR

Investment holding
REZR

Manufacture and sale of
advanced steel flow control
products

B RHERRAKERER

Investment holding

REZR

Investment holding

RAZR

Investment holding
REZR

Provision of internet
education services

RELRBHERHS

G RABEEMZINEBERE -

FRBEN B AR BTEAERE

% o
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

41.

PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (continued)

NOTE (i)
CONTRACTUAL AGREEMENTS
Particulars and main business of Wowxue

RANRZ (L R) BERZHARR A (Capital Wowxue
(Beijing) Education Technology Limited) (“Wowxue”) is a
limited liability company established under the laws of
the PRC and is principally engaged in the research and
provision of internet education services.

Wowxue is owned as to 40%, 20%, 20% and 20%
by BH%IEE £ EFMR A A (Cybernaut Investment
Group Limited), EHELZLEE (Itm) BERELEMER R
(Cybernaut Think Tank (Beijing) International Ecological
Science Research Institute), Mr. Zhao Yingming and
Mr. Zhao Yingyong respectively (the “Registered
Shareholders”). On 31 August 2017, /I EL45, &
KAMRAR (Huzhou Sai Le Hong Education Technology
Limited), being a wholly-owned subsidiary of the Group
(the “Huzhou Company”), Wowxue and the Registered
Shareholders entered into a series of agreements (the
“Contractual Arrangements”). Supplementary agreements
were further entered into on 25 September 2017.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

41.

FATFIHE 2 FIREN ()

it 2 (i)
BRRHE
AENFBREIERK

REDRE (IbR) HERKRER QA
(DR2)) B—RBEHBEDAREMKL
ZERRE TEREEBEHE
RBWME - UWIREEHBEHER
7 o

AREDFEBEREFEEEEFERA
A BREEE (bR) BEFELR
Bl - HERALEERBEEBL
£ (TERRR]) #EB40% ~ 20%
20% K20% AR H#E - R —+FN
A=+—RH X&EB2EWE QA
MM BLLHBE R BR AR ([
MARE]) - RBEEDRRFTL—
Ry ([GAREE]D  TR=F
—+tENA-+HBE—FTLE
Tl ©



Notes to the Consolidated Financial Statements

e I H AR M

. PARTICULARS OF SUBSIDIARIES OF THE

COMPANY (continued)
Major terms of the structured contracts
Irrecoverable option agreement

Huzhou Company, Wowxue and the Registered
Shareholders entered into an irrevocable exclusive
option agreement (the “Option Agreement”) whereby the
Registered Shareholders granted an exclusive option to
Huzhou Company to acquire the entire equity interest
in Wowxue held by the Registered Shareholders, under
which Huzhou Company shall have the right to require
the Registered Shareholders to transfer their equity
interest in Wowxue on demand to Huzhou Company or its
designated entity or individual, at nil consideration. The
Option Agreement does not have a defined exercisable
period and the Option Agreement will expire when the
relevant law and regulation in the PRC allows foreign
investment in Wowxue or when Huzhou Company or its
designated party exercises the option to acquire Wowxue.

Pursuant to the Option Agreement, each of the Registered
Shareholders and Wowxue has given undertakings that
it shall perform certain acts or refrain from performing
certain other acts unless the prior written consent of
Huzhou Company has been obtained.

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

. FLTIHELFIFENE (8)

ERMESNNEEMRNK

TR BaE BB HE ke

WMMAE  RBRBLRRATL—
AR BEHBRBREGZE ((BK
Bl B ELRRABIMN A
AREBRERE  MRBREL
BR7BAZAZZEIME - RIBZX

@ OANAREERERELK
RIERAAMN AR L EEETER
FEAATREEBRREERREN
Pk o B AR R W 0 S E 1T 2 B
- BREGRESN AR BAR
ORI RFINEAR AR B A M
RAEREETE A 1T B B LA
FEREET|HY o

RIFERERZ  SECHREX
BBl AGERERE TITBRTE
HETEMITE - RIFBFHMA
BZEREERE -
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

41.

PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (continued)

Major terms of the structured contracts (continued)
Service Agreement

Huzhou Company and Wowxue entered into an exclusive
Service Agreement (the “Service Agreement”) pursuant to
which Huzhou Company shall serve as the service provider
to Wowxue, to provide investment advice, planning and
other business advice on the operation and technical
services of Wowxue in accordance with the requirements
of Wowxue.

In consideration of the provision of the abovementioned
services by Huzhou Company, Wowxue agrees to pay to
Huzhou Company fees on an annual basis. Fees payable
to Huzhou Company by Wowxue will be equivalent to the
total income of Wowxue minus all relevant costs, expenses
and taxes payable by Wowxue. If there is a loss in a
given year, then no provisions for the said management
and consultancy fees would be required for the year until
Wowxue records a surplus.

In addition, Huzhou Company shall have the right to obtain
and review the business data, financial information and
other information relevant to the operations and business
of Wowxue.

The Service Agreement has a term of ten years from the
date of signing the Service Agreement. Upon the expiry
of each term, Huzhou Company is entitled at its sole and
absolute discretion to renew the Service Agreement for a
further term of ten years for each renewal.

Cybernaut International Holdings Company Limited

BHAEERZRERAT

41.

FATFIHE 2 FIREN ()

FEBUSHONEERR (B)
R 1%

N2 R B BT — ) B R
3% (RIS 31 - BB AN 2 )
1618 1K 52 40 BRSBTS - AR IBOR
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41. PARTICULARS OF SUBSIDIARIES OF THE

COMPANY (continued)
Equity pledge agreement

Huzhou Company, Wowxue and the Registered
Shareholders entered into an equity pledge agreement
(the “Equity Pledge Agreement”) pursuant to which the
Registered Shareholders unconditionally and irrevocably
agreed to pledge all the equity interest in Wowxue that
they own (including any interest or dividend paid for
such shares) to Huzhou Company as a security for the
performance of the obligations by Wowxue and the
Registered Shareholders under the Service Agreement.

The Equity Pledge Agreement became effective from
the date when the agreement was entered into and
shall remain valid until Wowxue and the Registered
Shareholders unconditionally and irrevocably fulfilled all the
obligations (including, but not limited to, the settlement
and/or the payment of the service charge, liquidated
damages (if any), etc.) under the Service Agreement.

Power of attorney

The Registered Shareholders executed an irrevocable
power of attorney which enables Huzhou Company to
exercise all the powers of the shareholders of Wowxue.

Pursuant to the Power of Attorney, the directors of
Wowxue, the Registered Shareholders and the legal
representative of Wowxue have irrevocably appointed
Huzhou Company as its/their attorney-in-fact to (i)
exercise all the directors’ rights, shareholders’ rights and
legal representative’s rights (as the case may be) including
but not limited to passing of board resolutions and
shareholders’ resolutions as well as the right to appoint
or remove the directors, legal representative, general
manager and other senior management of Wowxue; (ii)
sign on their behalf all the documents necessary to give
effect to the Contractual Arrangements; (i) exercise all
the rights and powers under the Equity Pledge Agreement
and the right to deal with the assets of Wowxue; and (iv)
submit documents to the competent company registration
authorities of Wowxue or other relevant authorities for filing
purpose.

41.

For the year ended 31 December 2018
BHE_Z—N\F+-_A=t—AL=EE

FATFIHE 2 FIREN ()

PR 4

MIMNAR - RBRELBRERE L
— 10 B HE Rt ([ HE 38 153
@) Bt B R R RE G R
BEHRAERRENKRERE LS
ERAAE (BREBZE RN O ER
MEHAE) ERTHAMAR] - ER
ARBRELBRETRRY HHER
TZEEZERR -

B E MmN ksl LB HIEE
Mo ARERER BEERERE
FC P SR {6k 14 I A RT BUBH L B 1T AR
BiZR N2 raRE (BRENR
REER /XX NRBER  2LQ
FE: (WB)F) BLE-

RIEZE

BELRREBEL N AIREHNRESR
FEE MM AR ERITERBR
REVABEEN -

REERZEE RBEF B
BRBRBRERRAC ARG
WRERMARREREREA ()
TTE—NEERER - BRERN A
EREAEMN (RBERME) - B
BERRRBEEFERERLBR
REBRNRZERRHRABES -
EERRA  BEEREMSRE
BABZEMN: (WERBEAH
RHERZ B BEXM ()T
PR E I RIR T 2 P RER Rk
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For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

41. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (continued)

41. xLFMBLFER (&)

Equity pledge agreement (continued) RELRGE (&)
Power of attorney (continued) REZTZE (&)

The terms of the Power of Attorney became effective
from the date of the Power of Attorney to the earlier
of the revocation or termination of each of the Service
Agreement, lIrrevocable Option Agreement, Loan
Agreement and Equity Pledge Agreement.

BERZAE2FHEERERER
HEEMERS WE - TAIBEEN
PN E S IR
HE SR IBERMERREZRE

R R

BESLE -

ARRREMHENERERE - R
BEOEHZ EREE EERMNA
AEAHRB 2SN  BASERK
BYEBTARESTRERNRRE
ENTEERNTYEREE
BEAEEY WAL KRB EAE
e Bl AEEBABUGE R
R AR B 2 FA -

The directors of the Company, after consulting legal
opinion, are of the view that the terms of the Contractual
Arrangements have in substance enabled Huzhou
Company to have power over Wowxue, rights to variable
returns from its involvement with Wowxue, and has the
ability to use its power to affect its returns, despite the
absence of formal legal equity interest held by the Group
in Wowxue. Accordingly, Wowxue is accounted for as
a consolidated structured entity as a subsidiary of the
Group.

The revenue, profit, total assets and total liabilities of
Wowxue included in the consolidated financial statements

REAMBHRERAKRZREZR
AR BERERAGEAER

are set out below: AR -
2018 2017
—E—)\F —E—+F
RMB’000 RMB’000
AR®TT ARETIT
Revenue WA 24,571 4,140
Profit bl 15,458 2,987
Total assets BEBE 45,525 18,584
Total liabilities BfEEE 16,397 4,922

Cybernaut International Holdings Company Limited
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NOTE (ii)

41. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (continued)

MATERIAL NON-CONTROLLING INTERESTS

The following information relating to non-wholly owned
subsidiary that have material non-controlling interests

(“NCI).

The summarised financial information represents amounts

before intercompany eliminations.

Time Credit Limited

At 31 December
Non-current assets
Current assets
Current liabilities

Net assets

Carrying amount of NCI

Year ended 31 December
Revenue

Cost of sales

Other income

Expenses

Profit for the year

Profit attributable to NCI

Net cash flow (used in)/from

operating activities

Investing activities

Financing activities

Rt+—-—A=+—8
ERBEAE
RENVEE

REAE

BEZE

JEIE I RS 2 BRTEI{E

BET-_A=+—RHIFE
WA

HHERA

HABKA

R

FRE N
TR SR IR AR A

(AR)/ RegLEDHZ
R nEFE

RERY

BMEERH

41.

For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

B & (i)

BEXFkER

FATFIHE 2 FIREN ()

UNTERBRNEREEEAIFZE
PeEas (TFRIERER]) HOIEREHT

B A] e
BB R B R R R D R S SE AT
& EE o
RBEEBERAR
2018 2017
—E—)\s& B
RMB’000 RMB’000
AR®TT ARBTIT
348 559
259,394 56,354
(227,587) (32,641)
32,155 24,272
1,691 1,653
18,911 15,811
(7,015) (3,715)
1 30
(5,587) (4,914)
6,310 7,212
631 722
(37,204) 14,009
S (672)
33,768 -

Annual Report 2018
ZE-N\EFR



Notes to the Consolidated Financial Statements

mE M BRRME

For the year ended 31 December 2018
HE-Z-NF+-_A=+—"HLFE

42.

43.

44.

EVENTS AFTER THE REPORTING PERIOD

On 12 January 2019, 80,000,000 options were lapsed.

MAJOR NON-CASH TRANSACTION

During the year ended 31 December 2018, promissory
note of principal amount of HK$55 million were issued
upon fulfillment of profit guarantee of Cybernaut
Technology International Limited and its subsidiaries.

DISCONTINUED OPERATION

On 1 August 2018, the Company entered into an
agreement with an independent third party to disposal of
100% equity interest in a subsidiary, namely Sinoref (BVI)
Limited (the “Disposal Company”).

Management concluded that the assets and liabilities of
Sinoref (BVI) Limited and its subsidiaries (the “Disposal
Group”) should be classified as held-for sale as at 31
December 2018 as it believes that it is highly probable
that the disposal will be completed within twelve months
from the date when Sinoref (BVI) Limited was classified as
disposal group classified as held for sale.

The results of the Disposal Group have been presented as
a discontinued operation in the consolidated statement of
profit or loss and other comprehensive income for the year
ended 31 December 2018. Accordingly, the comparable
figures have been re-presented in accordance with HKFRS
5 “Non-Current Asset Held for Sales and Discontinued
Operations” issued by the HKICPA.

Cybernaut International Holdings Company Limited
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42.

43.

44.

REMEER

R-_ZE—-NAFE-A+t=-H"
80,000,000 FE AR HE 2 &5 AR ©

FEFRAERH

HE-_Z—N\F+-_A=+—H1E
FE - K% £A55000,000% 5T HY
7 H, Z ¥ i Cybernaut Technology
International Limited & £ Bt B 2 7
EBURTRBEBIT

ERIEEERS

RZFE—N\EFENA—B ' AraH
—BBAE=ZFEIUBEALE
»— R K B 2 7 (BlSinoref (BVI)
Limited ' [ & 2 7]]) Z100%[%
*go

HREEERA LS & HR
Sinoref (BVI) Limited# % #8455 %8
AREHEZEEEEZAE+Z
BAANTEK - EBE  RZT—
NF+=HA=+—H - Sinoref (BVI)
Limited R B AR ([HEER])
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For the year ended 31 December 2018
BE-T-\F+-A=t-RILEE

44. DISCONTINUED OPERATION (continued) 44. SHRILIEEERE (8)

The combined results of the discontinued operation FFAFEEEBZERIELEETD

included in the loss for the year are set out below. The AHEEHINWNT - BRIELEEZ

comparative loss from discontinued operation have been BHEELREBRDLES - Gt

re-represented to include those operations classified as ARBTEFEEDBREKRILEE 2%
discontinued in the current year. LXK o

2018 2017

—E—I)\F —E—tF

RMB’000 RMB’000

AR®TR ARETIT

Revenue WA 60,598 93,044
Cost of sales HERA (74,791) (135,452)
Gross loss E£i8 (14,193) (42,408)
Other income H e A 128 131
Impairment loss RIEBE (18,533) (18,084)
Selling and distribution costs SHE R DA (7,967) (10,747)
Administrative expenses TR (12,308) (11,500)
Other expenses HAthFA 2 = (22,750)
Finance costs B 75 R 7R (15) (14)
Loss before taxation BRE R ES 1B (52,888) (105,372)
Taxation | - -

Loss for the year from discontinued REBRIEEEER 2

operation FEBE (52,888) (105,372)
45. COMPARATIVE FIGURES 45. LEBRBF
Certain comparative figures have been adjusted in order to BETHRETEALAE  UFE
be consistent with the current year’s presentation. REEZEHR o
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Summary of Results, Assets and Liabilities

RiE EEREEHE

Results of the Group for the year ended 31 December

FREBE+T-A=+—HLFEZRR

2014 2015 2016 2017 2018
—E—mFE ZZT-AF ZT—RF ZT—tF Bt

RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
ARBTT ARBTT ARETT ARBTE ARBTE

Turnover EER 240,916 288,942 357,840 271,620 237,798

Loss and total RARIEAA
comprehensive expense FEAGFAE1E R
for the year attributable 2HEMALBE

to owners of the Company (178,702) (271,432) (138,695) (139,058) (81,586)
Loss per share (RMB) BREE (ARE)

- Basic - YN (0.12) (0.14) (0.05) (0.09) (0.02)

- Diluted - #5E (0.12) (0.14) (0.05) (0.03) (0.02)

Assets and liabilities of the Group at 31 December

FREAR+-A=t+—RZRERAR

2014 2015 2016 2017 2018
—T—mFE ZZE-—AF ZZ—RF ZZ—tF Bt

RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
ARBTL ARBTT ARETT AREBTT ARBTE

Total assets BERE 631,485 875,968 942,675 1,216,064 1,133,825
Less: Total liabilities W BERE (104,937)  (326,421) (378,825) (567,077) (638,432)
Total net assets BEERE 526,548  (549,547) 563,850 648,987 495,393

veseoes Cybernaut International Holdings Company Limited
BERRLERZERERAT
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