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

This announcement, for which the directors (the ‘“Directors”) of Zhejiang RuiYuan
Intelligent Control Technology Company Limited (the ‘“Company’) collectively and
individually accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on GEM of The Stock Exchange of Hong Kong
Limited (the “GEM Listing Rules’’) for the purpose of giving information with regard to
Zhejiang RuiYuan Intelligent Control Technology Company Limited. The Directors, having
made all reasonable enquiries, confirm that, to the best of their knowledge and belief, the
information contained in this announcement is accurate and complete in all material
respects and not misleading or deceptive, there are no other matters the omission of which
would make any statement in this document misleading.
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Zhejiang RuiYuan Intelligent Control Technology Company Limited”
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(a joint stock limited company incorporated in the People’s Republic of China)

(Stock Code: 8249)

ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

The board of Directors (the “Board’) of Zhejiang RuiYuan Intelligent Control Technology
Company Limited* (the “Company”) is pleased to announce the audited annual results of
the Company and its subsidiaries for the year ended 31 December 2018. This announcement,
containing the full text of the 2018 Annual Report of the Company, complies with the
relevant content requirements of the GEM Listing Rules in relation to preliminary
announcements of annual results. The Company’s 2018 Annual Report will be dispatched to
the holders of H shares of the Company and available for viewing on the GEM website at
www.hkgem.com on the “Latest Company Announcements” page and on the “Investor
Relations™ page of the Company’s website at www.ruiyuanhk.com in due course.

By Order of the Board
Zhejiang RuiYuan Intelligent Control Technology Company Limited*
He Keng
Chairman and Executive Director

Ningbo, the People’s Republic of China, 25 March 2019

*  For identification purpose only



As at the date of this announcement, the executive directors of the Company are Mr. He
Keng, Ms. Wu Shanhong, Mr. Chen Weigiang and Mr. Ding Cheng; and the independent

non-executive directors of the Company are Mr. Zhang Zhuoyong, Mr. Zhang Tieyi and Mr.
Kwok Kim Hung Eddie.

This announcement will remain on the GEM website at www.hkgem.com on the ‘Latest

Company Announcements” page for at least 7 days from the date of its posting and on the
website of the Company at www.ruiyuanhk.com.
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Chairman’s Statement
FEHRE

On behalf of Zhejiang RuiYuan Intelligent Control Technology Company
Limited (the “Company”) and its subsidiaries (collectively known as the
“Group”), | am pleased to present the 2018 annual results of the Group.

BUSINESS REVIEW

The overall economic environment in the PRC in 2018 was very
challenging for private enterprises due to the following factors:

(i) the overall economic growth rate continued to slow down
(i)  competition and production costs continued to increase

We strived to survive in such a harsh environment by simplifying our
operation structure and controlling costs.

In 2018, our major business included sales of controller systems for
electronic equipment and electronic component and subassembly for
electronic appliances.

For the year ended 31 December 2018, the Group recorded revenue of
approximately RMB61,706,000 (2017: RMB44,529,000), representing an
increase of approximately RMB17,177,000 over the previous year. The
increase in revenue of the Group was mainly due to the Group’s sales
staff expanding and extending the business for the Company and further
strengthening its marketing during the year.

For details of performance analysis and financial review, please refer to
page 6 to page 10 under the section Management Discussion and
Analysis in this annual report.

PROSPECT

While the market for 2019 remains uncertain. Some trends seem to be
certain:

(i) the economic growth will further slow down; and

(i) automatization and replacement of labor by robotics will continue
to speed up

The above trends present challenges and opportunities to the Group. |
have more than 11 years experience on industrial automation and have
great confidence in the future market of intelligent control system for
industrial uses.

While 2019 remains challenging for us, we will explore business
opportunities for intelligent control system for industrial uses.

4 ANNUAL REPORT 2018
- \FFEH

RAZRRRNIHETEMBZBRNBR AR (TA
RE)EREMBAR(GRE [ AKE ) RAR
EAKEHE_T-N\FFEEE -

EBEE

“E-)N\F PENBELERRELEEEM
ETOEBRE  REWT :

)  EREEERREENE
(i)  BFINE RAEERATE A

BB BB LS RIE RIRBIR A AL %

BHRE -

“E-N\E RMNEEEBERHEEETRE
REFTHHNEGREZRRET ARG -

HE-Z—/\E+_-_A=+—BHIEE ~£H
BB KEHAREG61,706,000 L (ZF—HF
AR M44,529,0007T ) - REAF LML AR
17,177,0007C - AEE B FTIGM - TIEEMH
REEHEABRARIHMERLEMR T X% - KF
A — 2 ISR T IS HEEFT BN

BERERD T R G EEZ 15 - F2HAFR
EOEEE10ENERENWEDIT—E -
RE

HAR T NFEMHKATAR - BRXLBHE
FERARAARE -

0 REREHE-—THE: K

iy BEEFERUERARRATINERSES
pilil7S

EiBBAARE TR LS - WETXB
BLREEA 11 F U LRR MAHTEMAN
BREED R ARK TS RMEL

HARZT—NFERATTRSEKE - BRFIHER
RRIXMANEREEFHARNEERS -



Chairman’s Statement
FEHRE

DEDICATION

On behalf of all members of the board of Directors, | would like to take
this opportunity to express our sincerest gratitude to our shareholders
and colleagues for their unwavering dedications in 2018 and to our
clients and business partners for their loyalties and support rendered to
the Group.

He Keng
Chairman
Ningbo, The PRC, 25 March 2019
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Mangment Discussion and Analysis
BIEE AT

BUSINESS REVIEW

The Group’s activities comprise sales of controller systems for electronic
equipment and electronic component and subassembly for electronic
appliances. The Group’s activities are primarily operated in the PRC and
the Group’s revenue is mainly attributable to customers in the PRC.

For the year ended 31 December 2018, the Group recorded revenue of
approximately RMB61,706,000 (2017: RMB44,529,000), representing an
increase of approximately RMB17,177,000 over the previous year. The
Group’s revenue due to the launch of its new products and expanding
new market business in 2018, resulting in the increase of sale cost and
finance cost for business development during the year, therefore incurred
a loss of approximately RMB1,133,000 in 2018.

Due to the general poor market and increasing competition, the Group
strived to survive in the harsh environment by maintaining a simple
organizational structure and controlling costs to a minimum level.

PERFORMANCE ANALYSIS

An analysis by reportable segments is provided in note 10 to the
consolidated financial statements.

Gross profit margin was 6.5% (2017: 1.4%), revenue increased by
approximately RMB17,177,000. The Group’s gross profit margin due to
the launch of its new products and expanding new market business in
2018, resulting in the decrease of expense for business development,
therefore the gross profit has increased.

The Group recorded other revenue of approximately RMB77,000 (2017:
RMB14,000) in 2018.
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Mangment Discussion and Analysis
BIEE AT

In 2018, the gain on disposal/deregistration of a subsidiary of the Group
was RMB2,286,000 (2017: loss of RMB34,000).

Administrative expenses recorded a decrease by approximately
RMB867,000 over the previous year. The decrease in administrative
expenses were mainly due to the decrease in legal and professional fees
(2018: RMB4,350,000; 2017: RMB5,217,000).

Finance costs increased by RMB1,129,000 (2017: RMB1,948,000I) over
the previous year which is primarily due to the imputed interest expense
on loan from a major shareholder.

For the year ended 31 December 2018, loss attributable to owners of the
Company amounted to approximately RMB1,133,000 (2017:
RMB7,175,000).

FINANCIAL REVIEW
Current assets and liabilities

As at 31 December 2018, the Group had current assets of approximately
RMB26,126,000 (2017: RMB28,904,000), representing a decrease of
approximately RMB2,778,000 compared with last year. The decrease
was mainly attributable to the decrease in trade and bills receivables by
approximately RMB12,763,000, and the increase in bank balances and
cash by approximately RMB5,293,000.

As at 31 December 2018, the Group had current liabilities of
approximately RMB26,460,000 (2017: RMB31,159,000), which
represented a decrease of approximately RMB4,699,000. The decrease
was due to repayments to a director/former director, other borrowings
and other payables.
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Mangment Discussion and Analysis
BIEE AT

FINANCIAL RESOURCES, LIQUIDITY AND GEARING

As at 31 December 2018, the Group had net liabilities of approximately
RMB41,840,000 (2017: RMB40,655,000). The Group’s operations and
investments were financed principally by its internal resources, loan from
a major shareholder and shareholders’ equity.

As at 31 December 2018, the Group had bank balances and cash of
approximately RMB10,558,000 (2017: RMB5,265,000), with no bank
borrowings (2017: Nil).

As at 31 December 2018, the Group had no other borrowings (2017:
RMB1,520,000). The decrease was mainly due to repayment of
approximately RMB1,520,000 during the year.

Gearing ratio

As at 31 December 2018 , The Group has no gearing ratio. (2017: 5.2%),
which was expressed as a percentage of other borrowings over the total
assets.

There were no important events affecting the Group which have occurred
after 31 December 2018.

OUTLOOK AND FUTURE DEVELOPMENT

As the general economic growth in China slowed down in recent years,
competition in the controllers systems market becomes keener and
keener. In this connection, we will continue to implement stringent cost
control measures in 2019. Going forward, the Group will explore business
opportunities on intelligence control system for heavy industrial uses such
as application for industrial robotics.

CAPITAL COMMITMENTS

As at 31 December 2018, the Group recapitalizes its subsidiaries to
generate a capital commitment of RMB5,275,000 (2017:
RMB6,000,000).

SIGNIFICANT INVESTMENTS AND ACQUISITION

The Group did not have any significant investment and acquisition during
the year ended 31 December 2018 (2017: Nil).

CONTINGENT LIABILITIES

Contingent liabilities of the Group during the year are set out in note 34 to
the consolidated financial statements.
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Mangment Discussion and Analysis
BIEE AT

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2018, the Group had 19 employees (2017: 22

BERMESBR

RZB-NF+ZA=+—H AEEF19%E

2

employees). Remuneration is determined by reference to market terms B (ZZ—+4F : 22 % ES) - e 2K 28 TH
and the performance, qualifications and experience of individual RN ERNEESNRI «  BELEBRMETE © 1%
employees. Bonuses based on individual performance will be paid to {5 Ji’%fﬁiﬂ;ﬁﬁ’]ﬂéqﬂ#ﬁ%@ﬁ ERBHER
employees in recognition and reward of their contribution. Other benefits 5 & & #E) - E( BN BIEmRAKET 21 -
include contributions to retirement scheme.
An analysis of employees of the Group by their duties for each of the REZE T — /X —tFRZT-NEF
three years ended 31 December 2016, 2017 and 2018 is set out below +—A E-i— H JJ:f1I¢J*7\¢ R EE DT
REBREWT :
Headcount for the year
ended 31 December
BET-A=1T—HLEENAH
2016 2017 2018
—E-RE  ZT—+F  ZB-N\F
Sales and marketing HE RIS HEE 6 10 8
Research & Development gz 0 0 0
Production (including quality control) AE(REEEEG) 1 1 1
Finance and administration BF 7% R AT 7 8 8
Procurement g 1 3 2
15 22 19
REMUNERATION OF DIRECTORS EEME

In compliance with the Corporate Governance Code set out in Appendix
14 to the Listing Rule (“Corporate Governance Code”), the Company has
established the Remuneration Committee to formulate remuneration
policies. Directors’ remuneration is subject to Shareholders’ approval at
general meetings. Other emoluments are determined by the Board with
reference to the recommendations of the Remuneration Committee and
factors such as salaries paid by comparable companies, time
commitment and responsibilities of the Directors, employment conditions
of such Directors elsewhere in the Group and desirability of performance-
based remuneration. No Director, or any of their respective associates,
was involved in deciding his/her own remuneration.

PLEDGE OF ASSETS

As at 31 December 2018, the Group had no other borrowings or charges
on the Group’s assets (2017: Nil).
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Mangment Discussion and Analysis
BIEE AT

MATERIAL ACQUISITION OR DISPOSAL OF
SUBSIDIARIES

During the year ended 31 December 2018, there was no material
acquisition.

On 29 June 2018, the Company entered into a sale and purchase
agreement to dispose of its 100% equity interest in its subsidiary, Hong
Kong Wan Li Enterprise Company Limited, to an independent third party
at a consideration of HK$1, The disposal was completed on 26
September 2018.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

There was no specific plan for material investments or capital assets as
at 31 December 2018.

RISK MANAGEMENT AND INTERNAL CONTROL
SYSTEMS

Please refer to page 40 to page 41 for information about risk
management and internal control systems.

COMPLIANCE WITH LAWS AND REGULATIONS
During the year ended 31 December 2018, the Group was in compliance

with all the laws and regulations applicable to the business operations of
the Group.

EVENTS AFTER THE BALANCE SHEET DATE

As from 31 December 2018 to the date of this annual report, no
significant events have occurred.

DIVIDENDS

The board of Directors (the “Board”) does not recommend the payment
of a final dividend for the year under review (2017: Nil).
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Biographical Details of Directors, Supervisors and Senior Management

55 BEEMASREEABNEEF

DIRECTORS

The Board currently consists of 7 Directors including 4 executive
Directors, and 3 independent non-executive Directors.

Executive Directors

Mr. He Keng, aged 43, has been the chairman of the Board and an
executive Director since 13 December 2016. Mr. He served as a
chairman of Zhejiang RuiYuan Machine Tool Co., Ltd since 2005. He has
extensive experience in corporate management. He worked in the Bank
of China Shaoxing Branch from July 1997 to January 2005, during which
he served as the account manager of the corporate account department,
the head of the sub-operating office and the president of Zhuiji Xincheng
Sub-branch respectively. Mr. He graduated from Zhejiang University with
a major in accounting and financial management. As at the date of this
report, Mr. He Keng is deemed to be interested in 370,000,000 domestic
shares of the Company within the meaning of Part XV of the SFO.

Ms. Wu Shanhong, aged 33, has been an executive Director since 13
December 2016. Ms. Wu is also the Chief Financial Officer of the
Company, joined Zhejiang RuiYuan Machine Tool Co., Ltd in September
2006. She has years of work experience in finance. Ms. Wu Shanhong
graduated from Southwest Jiaotong University with a major in
accounting.

Mr. Chen Weigiang, aged 37, has been an executive Director since 13
December 2016. Mr. Chen joined Zhejiang RuiYuan Machine Tool Co.,
Ltd in March 2004. Mr. Chen Weigiang graduated from Southwest
University of Science and Technology with a major in economic
information management and computer application.

Mr. Ding Cheng, aged 31, has been an executive Director since 13
December 2016. Mr. Ding joined Zhejiang RuiYuan Machine Tool Co.,
Ltd in January 2010. He has extensive experience in sales of machines.
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Biographical Details of Directors, Supervisors and Senior Management

55 BEEMASREEABNEEF

Independent non-executive Directors

Mr. Kwok Kim Hung Eddie, aged 47, has been an independent non-
executive Director since 20 June 2012. Mr. Kwok currently has been
providing corporate advising services as professional accountant in Hong
Kong. He has also been appointed as an independent non-executive
director of Siberian Mining Group Company Limited, and Winshine
Science Company Limited companies listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”), since
February 2014 and March 2019, respectively. He was previously
appointed as financial controller, company secretary and authorised
representative of Forebase International Holdings Limited, a company
listed on the Main Board of the Stock Exchange.

Mr. Kwok is a member of The Hong Kong Institute of Certified Public
Accountants. He is also an associate member of the Hong Kong Institute
of Chartered Secretaries and the Institute of Chartered Secretaries and
Administrators in the United Kingdom. He holds a Master of Professional
Accounting Degree from the Hong Kong Polytechnic University, a Master
of Corporate Governance Degree from the Open University of Hong Kong
and a Honours Diploma in Accounting from Hong Kong Shue Yan
College (now known as Hong Kong Shue Yan University).

Mr. Zhang Zhuoyong, aged 44, has been an independent non-executive
Directors since 13 December 2016. Mr. Zhang engaged in sales and
management in the pharmaceutical industry since August 1995. He is
currently the managing director of Jiaxing Boyada Pharmaceutical Co.,
Ltd* and has extensive experience in management of pharmaceutical
marketing. Mr. Zhang Zhuoyong graduated from Zhejiang Institute of Silk
Textiles with a major in dyeing and finishing.

Mr. Zhang Tieyi, aged 43, has been an independent non-executive
Directors since 13 December 2016. Mr. Zhang joined Hangzhou Saifute
Traffic Facilities Co., Ltd* in May 2006. He was a project manager and
person-in-charge of Jiangsu Chengyu Construction Group Co., Ltd*. He
has extensive experience in project management. Mr. Zhang Tieyi
graduated from Chongqing Architectural University with a major in
industrial equipment installation.

* For identification purpose only
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Biographical Details of Directors, Supervisors and Senior Management

55 BEEMASREEABNEEF

SUPERVISORS

Mr. Shi Huanmiao, aged 34, has been a supervisor since 13 December
2016. Mr. Shi has about 10 years experience in project management. Mr.
Shi Huanmiao graduated from Hefei University of Technology with a
major in science and technology of optical information in July 2007.

Mr. Zhang Shenggen, aged 71, has been a supervisor since 13
December 2016. Mr. Zhang joined Zhejiang RuiYuan Machine Tool Co.,
Ltd in May 2004 and is currently the head of the corporate management
department Zhejiang of RuiYuan Machine Tool Co., Ltd. Mr. Zhang
Shenggen graduated from University of Hangzhou* with a major in
administrative management.

Mr. Chen Yuankang, aged 44, has been a supervisor since 13 December
2016. Mr. Chen joined Zhejiang RuiYuan Machine Tool Co., Ltd in April
2002 and is currently the head of the production department of Zhejiang
Zhuiji RuiYuan Machine Tool Co., Ltd. Mr. Chen Yuankang is experienced
in production management.

SENIOR MANAGEMENT

Ms. Zou Jing, aged 32, is the deputy general manager and joint company
secretary of the Company. Ms. Zou was appointed as the deputy general
manager of the Company since May 2017 and was further appointed as
a joint company secretary of the Company since February 2018. She is
responsible for the daily operation and management and the company
secretarial affairs of the Company.

Ms. Zou is currently also the minister of finance management department
of Zhejiang RuiYuan Machine Tool Co., Ltd. She joined Zhejiang RuiYuan
Machine Tool Co., Ltd in August 2008 and served as its minister of
investment operations department, vice-minister of the treasury
department and head of finance department.

Ms. Zou graduated from Yangtze University with a bachelor’'s degree in
business administration in June 2008.

JOINT COMPANY SECRETARIES

Ms. Zou Jing. For biography of Ms. Zou, please refer to “Senior
Management” above.

Mr. Cheng Ching Kit, is one of the joint company secretaries of the
Company. Mr. Cheng is an assistant manager of SWCS Corporate
Services Group (Hong Kong) Limited and has over 6 years of experience
in corporate secretarial field. He is an associate member of both The
Hong Kong Institute of Chartered Secretaries and The Institute of
Chartered Secretaries and Administrators in the United Kingdom. In
addition, he holds a Bachelor of Commerce degree in finance from the
University of Queensland, Australia.

* For identification purpose only
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Re ort of the Directors
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The Directors present their annual report together with the audited
consolidated financial statements for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activities of the Company are the sales of intelligent
controller systems for electronic equipment and electronic component
and subassembly for electronic appliances. Details of the principal
activities of its subsidiaries are set out in note 40 to the consolidated
financial statements.

Analysis of the Group’s performance for the year by geographical
segments is set out in note 10 to the consolidated financial statements.

BUSINESS REVIEW

A review of the business of the Group for the year and a discussion on
the Group’s future business development and the principal risks and
uncertainties facing the Group are provided in the “Management
Discussion and Analysis” on pages 6 to 10 in this annual report.

RESULTS AND APPROPRIATIONS

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 page 72.

The Directors do not recommend the payment of any dividend in respect
of the year ended 31 December 2018.

POSSIBLE RISK EXPOSURE AND UNCERTAINTIES
Credit Risk

At 31 December 2018 and 2017, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due to the failure
to discharge an obligation by the counterparties arose from the carrying
amount of the respective recognised financial assets as stated in the
consolidated statement of financial position.

The Group reviews the recoverable amount of each individual trade and
other debtor at the end of each reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts. In this regard, the
Directors consider that the Group’s credit risk is significantly reduced.
Please refer to note 7 to the consolidated financial statements for details
of credit risk.
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Interest Rate Risk

The Group was not exposed to any fair value interest rate risk in relation
to fixed-rate bank borrowings for the year ended 31 December 2018.

The Group was exposed to cash flow interest rate risk in relation to its
variable rate bank balances. However, the Group considered that the
effect of the cash flow interest rate is minimal and no sensitivity analysis
to interest rate risk is presented. Please refer to note 7 to the
consolidated financial statements for details of interest rate risk.

Liquidity Risk

The Group was exposed to liquidity risk as at 31 December 2018 as its
financial assets due within one year were less than its financial liabilities
due with in one year. The Group had net current liabilities of
approximately RMB334,000 as at 31 December 2018. The liquidity of the
Group depends upon the positive cash flows expected to be generated
from the Group’s future operations and the Group’s ability to successfully
obtain new working capital in order to meet the Group’s future working
capital and financial requirements. Please refer to note 7 to the
consolidated financial statements for details of liquidity risk.

Currency risk

The Group operates in the PRC with most of the transactions
denominated and settled in RMB and USD. The Group’s foreign currency
is mainly HKD. The Group has certain portion of the bank balances and
cash and amount due to a director/former director that are denominated
in currencies other than the functional currency to which they relate.

The following table shows the Group’s exposure as at 31 December
2018 to currency risk arising from recognised assets and liabilities
denominated in a currency other than the functional currency of the entity
to which they relate.
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The Group currently does not have a foreign currency hedging policy.
However, the management monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure should the need
arise. Please refer to note 7 to the consolidated financial statements for
details of currency risk.

PLANT AND EQUIPMENT

Details of movements in plant and equipment of the Group during the
year are set out in note 19 to the consolidated financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 32 to the
consolidated financial statements.

RESERVES

Details of movements in reserves of the Group during the year are set out
in the consolidated statement of changes in equity on page 75. The
Company has no reserve available for distribution to shareholders as at
31 December 2018.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association of the Company and no restriction against such rights under
the laws of the People’s Republic of China (the “PRC”), which will oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.

SUMMARY OF FINANCIAL INFORMATION

A summary of the results and assets and liabilities of the Group for the
last five financial years is set out on page 155 and 156.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or sold
any of the Company’s shares during the year.

SHARE OPTIONS

As at the date of this report, no option has been granted or agreed to be
granted by the Company to any of its Directors, Supervisors or
employees of the Company or its subsidiaries.
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DIRECTORS

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

Executive Directors

Mr. He Keng (Chairman)
Ms. Wu Shanhong

Mr. Chen Weigiang

Mr. Ding Cheng

Independent Non-executive Directors

Mr. Kwok Kim Hung Eddie
Mr. Zhang Zhuoyong
Mr. Zhang Tieyi

Supervisors

Mr. Shi Huanmiao
Mr. Zhang Shenggen
Mr. Chen Yuankang

Members of the Audit Committee

Mr. Kwok Kim Hung Eddie (Chairman)
Mr. Zhang Zhuoyong
Mr. Zhang Tieyi

Members of the Remuneration Committee

Mr. Zhang Tieyi (Chairman)
Mr. He Keng

Mr. Zhang Zhuoyong

Mr. Kwok Kim Hung Eddie

Members of the Nomination Committee

Mr. Zhang Zhuoyong (Chairman)
Mr. He Keng

Mr. Zhang Tieyi

Mr. Kwok Kim Hung Eddie
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In accordance with Articles 88 and 112 of the Company’s Articles of
Association, the Directors and Supervisors appointed by the Board since
last shareholders’ annual general meeting shall be elected at the coming
shareholders’ general meeting for a term of three years. A Director or
supervisor may serve consecutive terms if re-elected upon the expiration
of the terms.

The terms of office of the executive Directors, Mr. He Keng, Mr. Ding
Cheng, Mr. Chen Weigiang and Ms. Wu Shanhong, and the independent
non-executive Directors, Mr. Zhang Tieyi and Mr. Zhang Zhuoyong, are
about to expire and they are willing to offer themselves for re-election at
the AGM. To facilitate good corporate governance practices, independent
non-executive Director Mr. Kwok Kim Hung Eddie will also retire from
office and offers himself for re-election at the AGM.

BIOGRAPHICAL DETAILS OF DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT

Brief biographical details of Directors, Supervisors and senior
management are set out on page 11 to page 13.

DIRECTORS’ AND SUPERVISORS’ SERVICE
CONTRACTS

Each of the Directors and Supervisors has entered into a service contract
with the Company for a term of three years from his/her date of
appointment as a Director or, as the case may be, as a Supervisor and
thereafter subject to termination by either party giving not less than one
month’s written notice to the other party.

Save as disclosed above, no Directors or Supervisors who are proposed
for re-election at the forthcoming annual general meeting has entered into
any service contract with the Company which is not determinable within
one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ AND SUPERVISORS’ INTERESTS IN
CONTRACTS

Apart from the Directors’ and Supervisors’ service contracts disclosed
above, no contracts of significance in relation to the Group’s business to
which the Company or its subsidiaries was a party and in which a
Director or a Supervisor of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time during
the year.

TRANSACTIONS, ARRANGEMENTS AND
CONTRACTS OF SIGNIFICANCE

Save for as disclosed under the section headed “Permitted Indemnity
Provision”, no transaction, arrangement and contract of significance to
which the Company, or any of its holding companies or subsidiaries or
fellow subsidiaries was a party and in which a Director or an entity
connected with a Director had a material interest, whether directly or
indirectly, subsisted at the end of the year ended 31 December 2018 or
at any time during the year ended 31 December 2018. In addition, no
contract of significance between the Company, or any of its subsidiaries,
and a controlling shareholder or any of its subsidiaries was made.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year ended 31 December 2018, no Directors or their
respective associates has engaged in or has any interest in any business
which were in competition or were likely to compete, directly or indirectly
with the business of the Group.

CONTROLLING SHAREHOLDERS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

None of the controlling shareholders of the Company or their subsidiary
has or had a material interest, either directly or indirectly, in any contract
of significance, whether for the provision of services or otherwise, to the
business of the group to which the company or any of its subsidiaries
was a party during the year ended 31 December 2018.
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DIRECTORS’, CHIEF EXECUTIVES’ AND BEE FETHRAEREESEZRARE
SUPERVISORS’ INTERESTS IN THE SHARES OF THE HE
COMPANY
So far as known to the Directors, at 31 December 2018, the interests iE&EEmRE - R-E—N\E+-_A=+—8 -

and short position of each Director, Chief Executive and Supervisor inthe  #2% ~ T BT A B REENARD T&ﬁ*ﬁﬂuwﬁ
shares, underlying shares and debentures of the Company and its [E(F % B &S RS & EXVER) B - 48
associated corporations (within the meaning of Part XV of the SFO), as B REEH - HERBE S RHEEHE
required pursuant to Section 352 of the SFO to be recorded in the — 352 {648 iF B0 ARZ G Pt 49 & s A9 R 28 I 3%
register referred to therein or as otherwise notified to be Company and & - iR 18 GEM /45 Bl 55 5.46 (& pr it _F 77 2%
the Stock Exchange pursuant to the minimum standards of dealing of TAZEEZENESETEFLSINFEREEDHE
securities by directors and supervisor of listed issuers as referred to in  ARQF REEZFEERMARIT ¢

Rule 5.46 of the GEM Listing Rule, were as follows:

Ordinary shares of RMBO0.10 each of the Company as at 31 December WRZZ—N\E+_A=+—H AQRESKEE

2018: AR 0107t EBm -
Long positions in shares RGP HFE
Approximate
percentage of Approximate
Name of Director/ shareholding held in percentage of
Chief Executive/ same class of shareholding in the
Supervisor Number of Shares held (Note 1) Nature of interest securities registered capital
B2 TEMH ERERES fheEfE R
IN-V4 &3 FEsRn#E (MEE1) BEHE BREREDL BARKRED
Mr. He Keng (“Mr. He”) 370,000,000 Domestic Shares (Note 2) Interest of controlled 100.00% 74.00%
£ (TA%E]) 370,000,000 BRAER (FizE2) corporation
X I/ﬁ@*&
1,000 H Shares (Note 3) Beneficial owner 0.0008% 0.0002%
1,000 B H & (Ff3E3) BREAA

20 ANNUAL REPORT 2018
- \FFEH



eport of the Directors

(1) Domestic Shares of a nominal value of RMB0.10 each ( the “Domestic Shares”), in the
registered capital of the Company, which are subscribed for or credited as fully-paid in
Renminbi. “H Share(s)” represent overseas listed foreign share(s) of a nominal value of
RMBO0.10 each in the registered capital of the Company, which are listed on the GEM
and subscribed for and traded in Hong Kong dollars.

2 On 11 July 2016, Zhejiang RuiYuan Intelligent Robot Company Limited (“Zhejiang
RuiYuan”) entered into a share transfer agreement with Wan Li Group Company
Limited (& 238 & E D BR A ) (“Wanli”), Mr. Qi Yong Qiang (“Mr. Qi”) and other
parties, pursuant to which, among other things, Zhejiang RuiYuan agreed to acquire (i)
306,900,000 Domestic Shares held by Wanli and 15,775,000 Domestic Shares held
by Mr. Qi (collectively the “First Batch Sale Shares”) and (i) 47,325,000 Domestic
Shares held by Mr. Qi (the “Second Batch Sale Shares”). After completion of the
transfer of the First Batch Sale Shares and the Second Batch Sale Shares, Mr He and
parties acting in concert with it owned an aggregate of 370,000,000 Domestic Shares,
representing approximately 74% of the entire issued share capital of the Company as
at 31 December 2018.

Q) As a result of the Mandatory Cash Offer which closed at 4 pm on 14 September 2016,
Mr. He acquired valid acceptances in respect of 1,000 H Shares. Accordingly, Mr. He
was interested in 1,000 H Shares as at 31 December 2018.

Save as disclosed above, at no time during the year did the Directors,
Chief Executives and Supervisors (including their spouse and children
under 18 years of age) have any interest in, or had they been granted, or
exercised, any rights to subscribe for shares of the Company or its
associated corporations (within the meaning of SFO).

Apart from the above, at no time during the year was the Company or its
subsidiaries a party to any arrangement enabling the Directors, Chief
Executives and Supervisors of the Company to hold any interests or short
positions in the shares or underlying shares in, or debentures of, the
Company or its associated corporation.

Furthermore, at no time during the year was there any arrangement
whose objects are, or one of whose objects is, to enable Directors to
acquire benefits by means of acquisition of shares in, or debentures of,
the Company or its associated corporation.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS IN
THE SHARES OR UNDERLYING SHARES OF THE
COMPANY

So far as the Directors are aware, as at 31 December 2018, the persons
or companies (other than the Director or chief executive of the Company)
have interests and/or long positions in the shares or underlying shares of
the Company which are required to be notified to the Company and the
Stock Exchange under Divisions 2 and 3 of Part XV of the SFO and
recorded in the register required to be kept under section 336 of the
SFO, and who were directly or indirectly deemed to be interested in 5%
or more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of the Company are

I ERRRAD R RADNHEER G4 =
=

MEEFM AT )N\F+-_F=+—8 K
TALTHAR (AR TE%&I TR A BRRIM)
AR B sk A RERR 17 P A 1R IR R %&Hﬁ‘b
EPIEXVEE 2 R 3D R EBME AR

B ZZ BT+ DA AR IR 7B 25 K B & 14 191 58 336 15 éﬁpa
SRR ZIGFT I B R S R ST R 0 AR
WRAEEESEEE A K SER T MEAE R N E
RAR KRR AE S ZHAMERIBRANE(ES%
A R o

listed as follows:

Approximate Approximate
percentage of percentage of
shareholding held shareholding in
Name of Substantial Total number of in same class of the registered
Shareholder Shares interested Nature of interest securities capital
hE BRI % HamER
FTERFHEEH FEERENROEY Bty BARREDM BRRREDL
HDTIRE (‘Zhejiang RuiYuan’) 370,000,000 Domestic Shares Beneficial owner 100% 74%
370,000,000 R A E R ERfAA
(Notes 2, 3and 4)
(B#2-3%4)
MRS REBRAA 370,000,000 Domestic Shares Interest of corporation 100% 74%
(ML) 370,000,000 A E it EEER
(Hangzhou Qindie Electronic (Notes 2 and 5)
Equipment Company Limited) (B2 K5)
(*Hangzhou Qindie”)
FECBREEREERAR(EBLE] 370,000,000 Domestic Shares Interest of corporation 100% 74%
(Zhuji Jinfu Electrical Equipment 370,000,000k WA & EEER
Company Limited*) (“Zhuii Jinfu”) (Notes 2 and 5)
(Wez2ks)
RENERETRBERAR ([AEDER]) 47,325,000 Domestic Shares Nominee 12.79% 9.47%
(Shaoxing Qinyuan Electronic Technology 47,325,000 RN E EIN
Company Limited) (“Shaoxing Qinyuan”) (Notes 2 and 6)
(Mt2ke6)
{855 (Mr. He Keng) 370,000,000 Domestic Shares Interest of corporation 100% 74%
370,000,000 KM & i EEER
(Notes 2 and 5)
(Hizt2 k5)
1,000 H Shares Beneficial owner 0.0008% 0.0002%
1,000 H iR ERBEBA
(Note 7)
(Hi7t7)
%24 (Mr. Tang Jingfeng) 370,000,000 Domestic Shares Interest of corporation 100% 74%
370,000,000 R R E R EEER
(Notes 2, 5 and 6)
(Bizt2 - 5%6)
HEIEE A (Mr. Zhao Zhongxin) 370,000,000 Domestic Shares Interest of corporation 100% 74%
370,000,000 R W& ik EEER
(Notes 2 and 5)
(M2 k5)
{5 1R %4 (Mr. He Yanggen) 370,000,000 Domestic Shares Interest of corporation 100% 74%
370,000,000k W& & EEER
(Notes 2 and 5)
(Wez2ks)
Martin Currie China Hedge Fund Limited 14,245,000 H Shares Investment manager 10.96% 2.85%
14,245,000 i HAR AR 3 RERE
Martin Currie Investment 14,245,000 H Shares Investment manager 10.96% 2.85%

Management Limited
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(1) Domestic Shares of a nominal value of RMBO.10 each, in the registered capital of the
Company, which are subscribed for or credited as fully-paid in Renminbi. “H Share(s)”
represent overseas listed foreign share(s) of a nominal value of RMB0.10 each in the
registered capital of the Company, which are listed on the GEM and subscribed for
and traded in Hong Kong dollars.

2 On 11 July 2016, Zhejiang RuiYuan Intelligent Robot Company Limited (“Zhejiang
RuiYuan”) entered into a share transfer agreement with (Wan Li Group Company
Limited (& 238 & E D BR A ) (“Wanli”), Mr. Qi Yong Qiang (“Mr. Qi”) and other
parties, pursuant to which, among other things, Zhejiang RuiYuan agreed to acquire (i)
306,900,000 Domestic Shares held by Wanli and 15,775,000 Domestic Shares held
by Mr. Qi (collectively the “First Batch Sale Shares”) and (i) 47,325,000 Domestic
Shares held by Mr. Qi (the “Second Batch Sale Shares”). After completion of the
transfer of the First Batch Sale Shares and the Second Batch Sale Shares, Mr. He and
parties acting in concert with it owned an aggregate of 370,000,000 Domestic Shares,
representing approximately 74% of the entire issued share capital of the Company as
at 31 December 2018.

Q) As disclosed in the announcement of the Company dated 29 December 2017,
Zhejiang RuiYuan has pledged its 322,675,000 domestic shares of the Company
(representing 64.535% of the total issued share capital of the Company) to an
independent third party for serving Zhejiang RuiYuan’s own purpose and fuffilling its
responsibilities.

(4) Zhejiang RuiYuan is a joint stock company incorporated in the PRC with limited liability
and is owned as to 55% by Hangzhou Qindie and as to 45% by Zhuiji Jinfu.

5) Hangzhou Qindie is a company established in the PRC and is owned as to 51% by Mr.
He and as to 49% by Mr. Tang Jingfeng. Zhuiji Jinfu is a company established in the
PRC and is owned as to 50% by Mr. Zhao Zhongxin and as to 50% by Mr. He
Yanggen.

(©6) Shaoxing Qinyuan,to whom the second Batch Sale Shares were transferred, is the
nominee for Zhejiang Ruiyuan and a company that is owned as to 60% by Mr. He and
40% by Mr. Tang Jinfeng.

(7) As a result of the Mandatory Cash Offer which closed at 4pm on 14 September 2016,
Mr. He acquired valid acceptances in respect of 1,000 H Shares. Accordingly, Mr. He
was interested in 1,000 H Shares as at 31 December 2018.

Save as discussed above, the Directors are not aware of any person
(other than the Directors whose interests are set out in the section
headed “Directors, Chief Executives’ and Supervisors’ Interests” in the
shares of the Company above) holding any interests or short positions in
the shares or underlying shares of the Company which would fall to be
disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO,
or which were required to be recorded in the register pursuant to section
336 of the SFO as at 31 December 2018.
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MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole
or any substantial part of the business of the Company was entered into
or existed during the year.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for Director’s
and officers’ liabilities in respect of legal actions against its Directors and
senior management arising out of corporate activities. The permitted
indemnity provision is in force for the benefit of the Directors as required
by section 470 of the Companies Ordinance (Chapter 622, Laws of Hong
Kong) when the Report of the Board of the Directors prepared by the
Directors is approved in accordance with section 391(1)(a) of the
Companies Ordinance (Chapter 622, Laws of Hong Kong).

CORPORATE GOVERNANCE REPORT

Corporate governance report of the Company is set out on page 28 to
page 45 of the annual report.

FINAL DIVIDEND

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

SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float as required under the
GEM Listing Rules during the year ended 31 December 2018.
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MAJOR CUSTOMERS AND SUPPLIERS

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

Sales
— the largest customer 48%
— five largest customers combined 94%
Purchases
— the largest supplier 50%
— five largest suppliers combined 96%

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

ENVIRONMENTAL POLICIES AND PERFORMANCE

According to our business nature and pursuant to the relevant laws of
the PRC/Hong Kong, there are no specific environmental standards and/
or requirements for conducting the Group’s business.

Please refer to Environmental, Social and Governance Report on page 46
to page 64 for details about environmental, social and governance matters.

RELATIONSHIP WITH EMPLOYEES

The Group ensures that all the employees are reasonably remunerated
and maintains good relationship with its employees. For details, please
refer to the sections headed “Management Discussion and Analysis —
Employees and Remuneration Policies” and “Report of the Directors —
Corporate Social Responsibilities” of this annual report, respectively. The
Group is committed to providing a safe and healthy workplace for its
employees and encourage them to have a work-life balance.
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On 4 November 2016, a former employee of the Company, filed a claim
with the Labour Tribunal of Hong Kong against the Company and its
former subsidiary, Hong Kong Wan Li Enterprise Company Limited
(together the “Respondent”) for a compensation of approximately
HK$2,600,000. As of the reporting date, the dispute between the
Claimant and the Group are still in progress, the result of the case has
not yet come up and the Directors are of the opinion that the Company
has strong grounds to defend the claim. An amount of RMB86,000 was
made in the consolidated financial statements for the year ended 31
December 2016, and no further provisions was made thereafter.

Details of the dispute are set out in note 34 to the consolidated financial
statements.

KEY RELATIONSHIP WITH CUSTOMERS AND
SUPPLIERS

The Group maintains good relationship with its customers. The sales
personnel make regular visits and/or phone calls to the customers. If
there is any complaint from customers, it will be reported to the
management and immediate remedial action will be taken and feedback
from customers will be followed till settlement of the complaint.
Thereafter, the cause of such complaint will be studied, analysed and
evaluated and recommendations will be in place for improvement.

The Group also maintains good relationship with its suppliers. During the
year, no complaint was received from the suppliers and there were no
disputed debts or unsettled debts and all the debts were settled on or
before due dates or a latest date as mutually agreed.

COMPLIANCE WITH THE CODE

Details of the Company’s compliance with the code provisions set out in
Corporate Governance Code set out in Appendix 15 in the Corporate
Governance Report of the GEM Listing Rules throughout the financial
year ended 31 December 2018 are disclosed on page 28 to page 45.

RELATED PARTY TRANSACTIONS

Details of related party transactions of the Group, are set out in note 38
to the consolidated financial statements.

None of the transactions described therein fall under the definition of
connected transaction which are not fully exempted from shareholders’
approval, annual review and all disclosure requirement under chapter 20
of the GEM Listing Rules.
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DONATIONS

No charitable and other donations was made by the Group during the
year ended 31 December 2018.

EVENTS AFTER THE REPORTING PERIOD
There are no significant events after the end of reporting period.
COMPETING INTERESTS

None of the Directors, the management shareholders of the Company
and their respective associates (as defined in the GEM Listing Rules) had
any interest in any business that directly or indirectly competes with the
business of the Group or has any other conflicts of interest.

REVIEW OF ANNUAL RESULTS

The Audit Committee has reviewed the accounting principles and
practices adopted by the Group and discussed the auditing, internal
control and financial reporting matter, including the review of the audited
Consolidated Financial Statements of the Group for the year ended 31
December 2018.

AUDITORS

KTC Partners CPA Limited has resigned as the auditor of the Group with
effect from 10 January 2019. Crowe (HK) CPA Limited has been
appointed as the auditor of the Group with effect from 10 January 2019
to fill the casual vacancy following the resignation of KTC Partners CPA
Limited and to hold office until the conclusion of the forthcoming annual
general meeting (“AGM”).

The financial statements for the year have been audited by Crowe (HK)
CPA Limited, who retire and, being eligible, offer themselves for
reappointment at the forthcoming AGM of the Company.

On behalf of the Board

He Keng
Chairman

Ningbo, The PRC, 25 March 2019
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CORPORATE GOVERNANCE

During the year ended 31 December 2018, the Company has complied
with the code provisions set out in the Corporate Governance Code as
stated in Appendix 15 of the GEM Listing Rules except the following
deviations (Code Provisions A.2.1):

Mr. He Keng is the Chairman of the Board. The Company has no such
title as the chief executive officer and the daily operation and
management of the Company is monitored by the executive directors as
well as the senior management. The Board is of the view that although
there is no chief executive officer, the balance of power and authority is
ensured by the operation of the Board, which comprises experienced
individuals and meet from time to time to discuss issues affecting the
operations of the Company.

Further information on the Company’s corporate governance practices is
set out below.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has appointed 3 independent non-executive Directors.
The Company confirms that it has received from each of the independent
non-executive Directors a confirmation of his independence pursuant to
Rule 5.09 of the GEM Listing Rules and the Company still considers all
the existing independent non-executive Directors to be independent. All
the independent non-executive Directors are appointed for a three-year
term.

CORPORATE GOVERNANCE PRACTICES

The Board and the management of the Company are committed to
establishing good corporate governance practices and procedures. The
maintenance of high standard of business ethics and corporate
governance practices has always been one of the Group’s goals. The
Company believes that good corporate governance provides a framework
that is essential for effective management, successful business growth
and a healthy corporate culture, thereby leading to the enhancement of
shareholders’ value.
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The Board has adopted the Corporate Governance Code (the “CG
Code”) as set out in Appendix 15 to the Rules Governing the GEM Listing
Rules. Continuous efforts are made to review and enhance the Group’s
internal controls and procedures in light of changes in regulations and
developments in best practices. To us, maintaining high standards of
corporate governance practices is not just complying with the provisions
but also the intent of the regulations to enhance corporate performance
and accountability.

The Board is pleased to report compliance with the code provisions of
the CG Code throughout the year, except where otherwise stated.

DIRECTORS’ AND SUPERVISORS’ SECURITIES
TRANSACTIONS

The Group has adopted a code of dealing in securities by Directors,
supervisors and employees of the Group as set out in Rule 5.48 to 5.67
of the GEM Listing Rules as its own code of conduct regarding securities
transactions by Directors, supervisors and employees. Having made
specific enquiry with all Directors and supervisors, the Directors and
supervisors confirmed that they had complied with the required standard
set out in the Model Code throughout the year.

DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the Securities and
Futures Ordinance, Chapter 571 of the laws of Hong Kong and the GEM
Listing Rules and the overriding principle that inside information should
be announced immediately when it is the subject of a decision. The
procedures and internal controls for the handling and dissemination of
inside information are as follows:

° the Group conducts its affairs with close regard to the disclosure
requirement under the GEM Listing Rules as well as the “Guidelines
on Disclosure of Inside Information” published by the Securities and
Futures Commission of Hong Kong in June 2012;

° the Group has implemented and disclosed its policy on fair
disclosure by pursuing broad, non-exclusive distribution of
information to the public through channels such as financial
reporting, public announcements and its website;

° the Group has strictly prohibited unauthorised use of confidential or
inside information; and

° the Group has established and implemented procedures for
responding to external enquiries about the Group’s affairs.
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BOARD OF DIRECTORS
The Board comprises:

Executive Directors Mr. He Keng (Chairman)
Ms. Wu Shanhong
Mr. Chen Weigiang

Mr. Ding Cheng

Independent Non-Executive
Directors

Mr. Kwok Kim Hung Eddie
Mr. Zhang Zhuoyong
Mr. Zhang Tieyi

Each independent non-executive Director has given an annual
confirmation of his independence to the Company, and the Company
considers them to be independent under Rule 5.09 of the GEM Listing
Rules.

As at 31 December 2018, the Board comprises seven members,
including four executive Directors and three independent non-executive
Directors. Each of the members possesses sufficient experience and
qualification which enable them to discharge their duties properly.

The Company seeks to achieve board diversity through the consideration
of a number of factors, including age, education background, skills and
experience.

The chairman is responsible for the formulation and review of the Group’s
overall development strategies. The daily operation is delegated to the
executive Directors and senior management. None of the independent
non-executive Directors is interested in the business of the Group and
their independence has to be confirmed upon appointment or
reappointment. Currently, there is no financial, business, family or other
relevant material relationship among the existing Directors.

According to the articles of association of the Company, all the Directors
shall be elected at the general meeting of the shareholders and the term
of office shall be three years, renewable upon reappointment or re-
election.
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ATTENDANCE OF MEETINGS

Board meetings are conducted on a periodic basis and with reference to
the operation needs. During the financial year ended 31 December 2018,
a total of 8 Board meetings and 1 annual general meeting (“AGM”) were
held by Company, and the attendance of each Director is set out as
follows:

ERHETE

SEEEEHEREBRTRTEE REBE-ZT
—NETZA=+—BHIMBEFEEAN  ARF4
HBETIREFETENIARRBF RS (K
RBFRE])  SUBEZHFEBERHEIIMOT :

Attendance/Number of
Number of meetings attended in meetings held
the year ended 31 December 2018 L/ BTEENY
RBE-2-NEt-A=1-H Board
LEERERERNE meetings AGM
Name of Director BEfF EZEEE RRAEAS
Mr. He Keng (Chairman) B%E(LE) 8/8 11
Ms. Wu Shanhong Rzt 8/8 1/1
Mr. Chen Weigiang REREE 8/8 17
Mr. Ding Cheng THREE 8/8 1
Mr. Zhang Zhuoyong REKTE 8/8 1
Mr. Zhang Tieyi EERRE 8/8 1
Mr. Eddie Kwok Kim Hung BRIELE 8/8 17

The chairman attended AGM to answer questions and collect views of
shareholders. All Directors, company secretary and the auditors had
attended the AGM to answer questions at the meeting.

Except for the annual general meeting, the Company did not hold any
other general meetings during the year ended 31 December 2018.

REMUNERATION OF SENIOR MANAGEMENT

Details of the remuneration of the senior management of the Company
by remuneration band for the year ended 31 December 2018, are set out
in note 17 to the consolidated financial statements.
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RESPONSIBILITIES OF THE BOARD

The Board is responsible for leadership and control of the Group and be
collectively responsible for promoting the success of the Group by
directing and supervising the Group’s affairs. The Board focuses on
formulating the Group’s overall strategies, authorising the development
plan and budget; monitoring financial and operating performance;
reviewing the effectiveness of the internal control system; supervising and
managing management’s performance of the Group; and setting the
Group’s values and standards. The Board delegates the day-to-day
management, administration and operation of the Group to management.
The delegated functions are reviewed by the Board periodically to ensure
that they accommodate the needs of the Group.

CORPORATE GOVERNANCE FUNCTIONS

No corporate governance committee has been established and the
Board is responsible for performing the corporate governance functions
such as developing and reviewing the Company’s policies, practices on
corporate governance, training and continuous professional development
of Directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements, etc.

The Board held meetings from time to time whenever necessary. At least
10 days’ notice of regular Board meetings is given to all Directors and
they can include matters for discussion in the agenda as they think fit.
The agenda accompanying Board papers are sent to all Directors at least
3 days or a shorter period agreed by the directors before the date of a
regular Board meeting in order to allow sufficient time for the Directors to
review the documents.

Minutes of every Board meeting are circulated to all Directors for their
perusal and comments prior to confirmation of the minutes. The Board
also ensures that it is supplied in a timely manner with all necessary
information in a form and of a quality appropriate to enable it to discharge
its duties.

Every Board member has full access to the advice and services of the
company secretary with a view to ensuring that Board procedures, and
all applicable rules and regulations are followed and they are also entitled
to have full access to Board papers and related materials so that they are
able to make an informed decision and to discharge their duties and
responsibilities.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. He Keng (“Mr. He”) is the Chairman of the Company. Mr. He is
responsible for the overall strategic planning and policy making of the
Group.

The Company has no such title as the chief executive officer and
therefore the daily operation and management of the Company is
monitored by the executive Directors as well as the senior management.

The Board is of the view that although there is no chief executive officer,
the balance of power and authority is ensured by the operation of the
Board, which comprises experienced individuals and meet from time to
time to discuss issues affecting operation of the Company.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Pursuant to the Articles of Association, Directors shall be elected at
general meetings and shall hold office for a term of three years and shall
be eligible for re-election upon expiry of their term. Each of the executive
Directors and independent non-executive Directors has entered into a
service contract with the Company for a term of three years.

The terms of office of the executive directors, Mr. He keng, Mr. Ding
cheng, Mr. Chen Weigiang and Ms. Wu Shanhong, and the independent
non-executive Directors, Mr. Zhang Tieyi, and Mr. Zhang Zhuoyong, are
about to expire and are willing to offer themselves for re-election at the
AGM. To facilitate good corporate governance practices, Mr. Kwok Kim
Hung Eddie will also retire from office and offer himself for re-election at
the annual meeting of the shareholders.
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PROFESSIONAL DEVELOPMENT

To assist Directors’ continuing professional development, the Company
recommends Directors to attend relevant seminars to develop and
refresh their knowledge and skills. All Directors also participate in
continuous professional development programmes such as external
seminars organised by qualified professionals, to develop and refresh
their knowledge and skills in relation to their contribution to the Board. A
record of the training received by the respective Directors are kept and
updated by the company secretary of the Company.

The individual training record of each Director received for the year ended
31 December 2018 is summarized below:

HEZR

RBBDEEHBEEXER  ARFRBESY
F*HFEZ}*‘*ALA%}%F’&E%ﬁ&#ZﬂlE&%&&

- 2REFTALFEHEEXERE WA
BERBEALMBMZINPERS  EEH

EXEG ARMBEREEFRE ZANBIIREE
EEERZIBIRERARRRARAMERE &
S

BE_Z-\F+-_A=+—RHILFE BEF
P25 2 @RI ReR Bt T :

Attending seminar(s)/
programme(s)/conference(s)
relevant to the business or
Directors’ duties
HERREBIESHEZ
2% -P V£ A

Mr. He Keng (Chairman) AR SC A ()
Ms. Wu Shanhong REL 2

Mr. Chen Weigiang PR{Z 58 5t &

Mr. Ding Cheng TS

Mr. Zhang Zhuoyong REKEE

Mr. Zhang Tieyi EERLAE

Mr. Kwok Kim Hung Eddie PR S

All the Directors also understand the importance of continuous
professional development and are committed to participating any suitable

training to develop and refresh their knowledge and skills.
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AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
3 independent non-executive Directors, who have reviewed the annual
results of the Company for the year ended 31 December 2018. Mr. Kwok
Kim Hung, Eddie, is the chairman of the Audit Committee who has
appropriate professional qualifications and accounting or related financial
management expertise.

Our Audit Committee has primary responsibility for monitoring the quality
of internal control and ensuring that the financial performance of the
Company is properly measured and reported on, receiving and reviewing
reports from management and the auditors relating to the annual,
quarterly and interim results, and monitoring the accounting and internal
control system in use throughout the Group. The Audit Committee held 4
meetings during the year ended 31 December 2018.

According to the current terms of reference, meetings of the Audit
Committee shall be held at least 4 times a year. 4 meetings were held for
the year ended 31 December 2018. The attendance of each member is
set out as follows:

EREES

AprlzEZZBe([EZREBE ) A3MLENL
FRITEFEK  RECEHNARREE_ZT
—NEFE+ZA=ZT—HUEFEZE2FEE - B8

HREARBZEZESXFE HEHEABEEELR
DA S EIRER

BRZERZESTEAREREANNEREZER
RERARRZMHRINGAEEM G E KB
W BUERBRERERREMBRATE =¥
RAMEE s REMERARBERZEF A
MEZERG - REE_ZE-N\F+-_A=1+—H
LLEE BERREERITTI4RER -

RESFBESRE BREESE8FA
AREFH -BE_FT-N\F+-_A=1T—H
B BREZEGCDHEITT4RGHE - UK
HEBREIIT

=4

217
LEF
g2

Attendance/

Number of meetings
held in the financial

year ended 31 December

2018

RBE-Z—N\F

+=-H=+—-HL

MHREERAHE BT

Name of members of Audit Committee ERZEEREHS BERE
Mr. Kwok Kim Hung Eddie (Chairman) R R L (EE) 4/4
Mr. Zhang Zhuoyong REXKEE 4/4
Mr. Zhang Tieyi EEREE a/4
During the year under review, the Group did not have an internal audit PR EIBEFA - AN & E I EAFEZBEE - EEE

function but had appointed an external consultant to review the material
controls of the Group on a continuous basis and aims to cover all major
operations of the Group on a cyclical basis. The Board, through the Audit
Committee, reviewed the appraisal performed by the an independent
auditor on the Company’s risk management and internal control systems.
Based on information furnished to it and its own observations, the Board
is satisfied that the present internal control and risk management systems
of the Group are effective and adequate in all material respects.
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At the meetings held during the year, in performing its duties in
accordance with its terms of reference, the work performed by the Audit
Committee included:

(@ review and supervise the financial reporting process and internal
control system and risk management of the Company and its
subsidiaries;

(b)  recommendation to the Board, for the approval by shareholders, of
the re-appointment of the external auditor and approval of their
remuneration;

(c)  determination of the nature and scope of the audit; and

(d)  review the financial statements for the relevant periods.
REMUNERATION COMMITTEE

The remuneration committee of the Company (the “Remuneration
Committee”) was established on 22 March 2012 comprising the 3
independent non-executive Directors and 1 executive Director. Mr. Zhang
Tieyi is the chairman of the Remuneration Committee. The terms of
reference of the Remuneration Committee are available at the Company’s
website and on the website of The Stock Exchange of Hong Kong
Limited.

The roles and functions of the Remuneration Committee include
consulting the chairman of the Board about their remuneration proposals
for other executive Directors, making recommmendation to the Board on
the Company’s remuneration policy and structure for all Directors’ and
senior management and the Remuneration Committee has adopted the
approach under B.1.2(c)(ii) of the code provisions to make
recommendations to the Board on the remuneration packages of
individual executive Directors and senior management.

Meeting of the Remuneration Committee shall be held at least once a
year. 1 meeting was held during the year ended 31 December 2018.
During the meeting, remuneration packages, performance and service
contracts of the Directors had been reviewed and approved, no change
has been proposed to the remuneration policy.
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The attendance of each member is set out as follows:

BB ZHFEBRHEIIMT -

Attendance/

Number of meetings
held in the financial

year ended 31 December

2018

RBE=Z-—N\F

+=-HA=+—-HL

Name of members of MRFEERHE BT
Remuneration Committee FHEEEREHA =P8
Mr. Zhang Tieyi (Chairman) EHBELE(EE) 1/1
Mr. He Keng fAl$R S A 11
Mr. Zhang Zhuoyong aREIK ST E 11
Mr. Kwok Kim Hung Eddie SO S 1/1

NOMINATION COMMITTEE

The nomination committee of the Company (the “Nomination Committee”)
was established on 22 March 2012 comprising the 3 independent non-
executive Directors and 1 executive Director. Mr. Zhang Zhuoyong is
currently the chairman of the Nomination Committee. The terms of
reference of the Nomination Committee are available at the Company’s
website and on the website of The Stock Exchange of Hong Kong
Limited.

The roles and functions of the Nomination Committee include reviewing
the structure, size and composition (including the skills, knowledge and
experience) of the Board at least once a year, making recommendations
on any proposed changes to the Board to complement the Company’s
corporate strategies, identifying individuals suitably qualified to become
Board members (select or make recommendations to the Board on the
selection of individuals nominated for directorships), assessing the
independence of independent non-executive Directors, making
recommendations to the Board on relevant matters relating to the
appointment or re-appointment of Directors and succession planning for
Directors in particular the Chairman; and reporting to the Board on its
decisions or recommendations, unless there are legal or regulatory
restrictions.
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BOARD DIVERSITY POLICY

The Company has adopted a Board Diversity Policy to have a well
diversified Board of Directors by considering a number of factors,
including but not limited to gender, age, cultural/education and
professional background, skills, knowledge and experience.

The Board consists of seven directors, three of whom are independent
non-executive directors. The Nomination Committee and Board are of
the view that the diversity of the Board is embodied in terms of age, skills,
expertise, knowledge and educational background.

Nomination Policy

The company has adopted a nomination policy for directors. The factors
considered by the Nomination Committee in assessing candidates
include, but are not limited to: (a) the structure, size and composition of
the Board; (b) the diversity of the Board in terms of background, skill and
experience (including but not limited to gender, age, education and
professional background, skills, knowledge and experience); (c) the
compliance with the independence criteria set out in Rule 5.09 of the
GEM Listing Rules for the appointment of independent non-executive
directors; and (d) any other relevant factors as determined by the
Nomination Committee or the Board from time to time, and make
recommendations on appointing board candidates or re-appointing
existing members of the Board.

The appointments of directors will be proposed to the Board of Directors
after the Nomination Committee assesses the above factors. The
Nomination Committee will annually assess and report to the Board on
the composition of the Board of Directors in a context of diversity and
keep an watch on the implementation thereof.
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Meeting of the Nomination Committee shall be held at least once a year.
1 meeting was held during the year ended 31 December 2018. Issues
concerning the structure, size and composition of the Board were
discussed.

The attendance of each member is set out as follows:

—RE® - IREBERER

SERBE_Z—/\F+_A=+—HLFER
BITIREH -SLawm T ARESTI2RE
ABRAEKIER °

LK B Z HFEBERHEIIMT -

Attendance/

Number of meetings
held in the financial

year ended 31 December

2018
RBZ2-Z—N\&F
+=—A=+—-HL
Name of members of BMREERNEE
Nomination Committee REZEERENR BITEBRH
Mr. Zhang Zhuoyong (Chairman) REXLEE(EF) 1/1
Mr. He Keng RS A 1/1
Mr. Zhang Tieyi EEBTE 1/1
Mr. Kwok Kim Hung Eddie 205 5 A 1/1
ACCOUNTABILITY AND AUDIT BEREZX
Financial Reporting B 7S FR 3R

The management provides such explanation and information to the
Board and reports regularly to the Board on financial position and
prospects of the business of the Company so as to enable the Board to
make an informed assessment of the financial and other information put
before the Board for approval.

The Directors acknowledge their responsibilities (as set out in the
Independent Auditor’s Report) for preparing the financial statements of
the Group that give a true and fair view of the state of affairs of the
Group. The responsibility of the external auditor is to form an independent
opinion, based on their audit, on those consolidated financial statements
prepared by the Board and to report their opinion to the shareholders of
the Company. A statement by auditor about their reporting responsibility
is set out in the Independent Auditor’s Report.
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INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for maintaining adequate system of internal
controls and risk management within the Group and for reviewing their
effectiveness. The systems of internal controls and risk management are
designed to facilitate effective and efficient operations, to safeguard
assets and to ensure the quality of internal and external reporting and
compliance with applicable laws and regulations. They are also designed
to provide reasonable, but not absolute, assurance that material
misstatement or loss can be avoided, and to manage and minimize risks
of failure in operation systems. The Company is committed to
implementing a stricter and more regulated internal control and risk
management procedures in the new financial year.

During the year ended 31 December 2018, the Board engaged an
external consultant conduct a review on the Group’s internal control and
risk management systems and its effectiveness. No significant area of
concern that may affect the financial, operational, compliance, internal
control and risk management of the Group has been identified, and
considers them effective and adequate.

The Group conducts review of the Group’s internal control and risk
management systems and its effectiveness regularly to ensure the
interest of shareholders is safeguarded.

OBJECTIVES OF RISK MANAGEMENT AND INTERNAL
CONTROL

The objectives of the risk management and internal control framework of
the Group include:

° to strengthen the Company’s risk management and internal control
in compliance with the GEM Listing Rules requirements;

° to establish and constantly improve the risk management and
internal control systems; and

° to keep baseline risks within the acceptable range.

THREE-TIER RISK MANAGEMENT APPROACH

The Group has adopted a three-tier risk management approach to
identify, assess, mitigate and handle risks. At the first line of defence,
business units are responsible for identifying, assessing and monitoring
risks associated with each business or deal. The finance department, as
the second line of defence, defines rule sets and models, oversees and
reports risk management matters to the Board. It ensures that risks are
within the acceptable range and that the first line of defence is effective.
As the final line of defence, the Board together with audit committee of
the Company, with the professional advices and opinions from the
external professional Company by whom internal audit work of the Group
was conducted on annual basis, ensures that the first and second lines
of defence are effective through constant inspection and monitoring.
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PRINCIPLES OF INTERNAL CONTROL

Our risk management and internal control systems involve five elements
as internal environment, risk assessment, control activities, information
and communication and internal supervision. The aim of internal control
is to reasonably guarantee the compliance of its operation and
management with regulations and laws, assets security, and authenticity
and integrity of financial report and related information, improve the
efficiency and effectiveness of operating activities and promote the
realization of development strategy of the Group.

EXTERNAL AUDITORS

The Audit Committee of the Company is responsible for the appointment
of the external auditors, including the engagement of non-auditing tasks
and fees. During the year under review, the financial statements for the
year ended 31 December 2018 was audited by Crowe (HK) CPA Limited
and the fees paid for the audit of the Group’s financial statements are set
out as follows:

MEPEE IR A

HAPIH R E IR R A RRER IR R S R N AR IR
R - BEAE  BMEBRBRANNEES
hEER - ANEEEEARREQFKEER
BREE BELXZE MBREMEBENEER
TE  RRELEINME IR AREEAR
SEEITRRRA

SRR BT

ARREVZEGRERBINEZEE - BIEF
REBENTERER ROBFER  BEE
E(BFB)EHAMEBAERAABZBEZT
—NF+ZA=+—RIFENUBRERMLE
RASEMBHRRINNERBEREINOT

Fee paid/payable

e EBNNER

RMB’000

Services Rendered Fri2 {49 IR 7% ARETIT
Audit Service EZ R 536
Non-audit services IEEZ RS -
536

JOINT COMPANY SECRETARIES

Ms. Zou Jing (“Ms. Zou”) and Mr. Cheng Ching Kit (“Mr. Cheng”) were
appointed as the joint Company secretaries of the Company on 7
February 2018 and 11 June 2018 respectively. The biographical details
of Ms. Zou and Mr. Cheng are set out under the section headed
“Biographical Details of Directors, Supervisors and Senior Management”.

Mr. Cheng is an assistant manager of SWCS Corporate Services Group
(Hong Kong) Limited, and assists Ms. Zou in company secretarial affairs.
The primary corporate contact person of Mr. Cheng at the Company is
Ms. Zou.

According to Rule 5.15 of the GEM Listing Rules, Ms. Zou and Mr.
Cheng have taken separately no less than 15 hours of relevant
professional training during the financial year ended 31 December 2018.
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INVESTORS’ RELATIONS

The Company places great emphasis on its relationship and
communication with investors. The Company has numerous
communication channels, such as press conference and seminars, to
communicate with the media, analysts and fund managers. Designated
senior management staff holds dialogue with analysts, fund managers
and investors, who are also arranged to visit the Company and
investment projects from time to time, so as to keep them abreast of the
Group’s business and latest developments. In addition, investors can
also visit the Company’s website at www.ruiyuanhk.com for the most
updated information and the status of the business development of the
Group.

The Company has made changes to the constitutional documents during
the year ended 31 December 2018. Investors can obtain the latest
constitutional documents of the Company from the websites of the
Company and the Stock Exchange.

COMMUNICATION WITH SHAREHOLDERS

The Board and senior management recognise the responsibility of
safeguarding the interest of shareholders of the Company and provide
highly transparent and real-time information on the Company so as to
keep the shareholders and investors abreast of the Company’s position
and help them to make the best investment decision. The Company
believes that maintaining good and effective communication with
shareholders can facilitate the shareholders’ understanding of the
business performance and strategies of the Group. The Board and senior
management also recognise the responsibility of safeguarding the interest
of shareholders of the Company. In order to safeguard the shareholders’
interest, the Company reports its financial and operating performance to
shareholders through annual reports, interim reports and quarterly
reports. Shareholders of the Company can also obtain information of the
Group in time through annual reports, interim reports, quarterly reports,
announcements, circulars, press releases and the Company’s website
www.ruiyuanhk.com.

The annual general meetings are an appropriate forum for direct
communication between the Board and shareholders. Shareholders can
raise questions directly to the Board in respect of the performance and
future development of the Group at annual general meetings.
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Dividend Policy

The Company has adopted a dividend policy to provide guidance to the
Board on whether to declare and distribute dividends. In order to keep
sufficient reserves for the future development of the Company, the Board
will appraise its dividend policy based on the operations and earnings,
cash flow, financial position, capital and other reserve requirements and
surplus, contractual restrictions and its overall financial conditions and
any other conditions or factors that the Board considers relevant, so as
to determine or recommend dividends for any financial year and also the
number, amount and form of dividends paid.

SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an opportunity for
communication between the shareholders and the Board. An annual
general meeting of the Company shall be held in each year and at the
place as may be determined by the Board. Each general meeting, other
than an annual general meeting, shall be called an extraordinary general
meeting (“EGM”).

RIGHT TO CONVENE EGM

Pursuant to Article 52 of the Articles, shareholders individually or jointly
holding 10% or more of the Company’s issued shares carrying voting
rights requests in writing to the Company’s registered office: Factory No.
3, Laiyan Road West Economic Development Zone (South Side) Yu Yao
Zhejiang China for convening of an extraordinary general meeting.

To convene a general meeting, the Company shall give written notices no
less than 45 days before the date of the meeting, informing all registered
shareholders of the matters proposed to be considered at the meeting
and the date and place of the meeting. Shareholders who intend to
attend the meeting shall return the written reply of attendance to the
Company to be received by the Company 20 days before the date of the
meeting.

The Company shall calculate, according to the written replies received 20
days before the date of the meeting, the number of shares carrying voting
rights represented by the shareholders attending the meeting. The
Company may convene a general meeting if the number of shares
carrying voting rights represented by shareholders intending to attend
aggregates to more than half of the total number of shares carrying such
rights. If not, the Company shall make an announcement within five days,
once again notifying the shareholders of the matters proposed to be
considered and the date and place of the meeting. Once an
announcement has been so made, the Company may convene the
general meeting.
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Shareholders requisitioning an extraordinary general meeting or class
meeting shall abide by the following procedures:

(i) Two or more shareholders holding in aggregate 10% or more of the
shares carrying the right to vote at the meeting sought to be held
shall sign a written requisition in one or more counterparts in the
same form and contents, requiring the board of Directors to
convene an extraordinary general meeting or a class meeting
thereof and stating the matters to be considered at the meeting.
The board of Directors shall, as soon as possible after receipt of the
requisition, convene an extraordinary general meeting or a class
meeting thereof. The aforementioned number of shares held by the
shareholders shall be calculated based on the date of submission
of the written requisition.

(i) If the board of Directors fails to issue a notice to convene such
meeting within 30 days from the date of receipt of the requisition,
the requisitioning shareholders may themselves convene such
meeting within 4 months of the receipt of the requisition by the
board of Directors. In so convening a meeting, the requisitioning
shareholders shall adopt a procedure as similar possible as that of
general meetings convened by the board of Directors.

All reasonable expenses incurred by the requisitioning shareholders as a
result of the failure of the board of Directors to convene a meeting and so
convening such meeting themselves as mentioned above shall be borne
by the Company and deducted from any sums due to such defaulting
Directors by the Company.

RIGHT TO PUT FORWARD PROPOSALS AT GENERAL
MEETINGS

Pursuant to Article 54 of the Articles, the Board of Directors, the Board of
Supervisors and shareholders severally or jointly holding 3% or above
shares of the Company shall be entitled to submit proposals to the
Company at the general meeting.

Shareholder(s) individually or jointly holding 5% or above of shares of the
Company shall have the right to submit a temporary proposal to the
convener in writing 10 days prior to the holding of the general meeting;
the convener shall, within 2 days after its receipt of such a proposal,
issue an supplementary notice of the general meeting, and announce the
contents of the temporary proposal. If the listing rules of the place where
the Company’s shares are listed provide otherwise, such rules shall also
be complied with.
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RIGHT TO PUT ENQUIRIES TO THE BOARD

Shareholders have the right to put enquiries to the Board. All enquiries
shall be in writing and sent by post to registered office of the Company in
PRC: Factory No. 3 Laiyan Road West, Economic Development Zone
(South Side), Yuyao, Zhejian, China for the attention of Ms. Zou Jing, the
Joint Company Secretary.
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ABOUT THIS REPORT

The report is the third Environmental, Social and Governance Report
published by Zhejiang Ruiyuan Intelligent Control Technology Company
Limited (the “Company”) and together with its subsidiaries (collectively the
“Group”) to enhance the understanding of the stakeholders on the
Company’s sustainability strategy and environmental and social
performance. Our board of directors (the “Board”) confirms the accuracy,
authenticity and completeness of the content herein upon review of the
report.

Reporting Guide

This report was prepared in compliant with the Environmental, Social and
Governance Reporting Guide set out in Appendix 20 of the GEM Listing
Rules of the Stock Exchange of Hong Kong Limited and is compiled in
accordance with the actual situation of the Company. The Board has
reviewed the corporate governance practices of the Company and
confirmed that it complies with the provisions of the Corporate
Governance Code as set out in Appendix 14 to the Listing Rules for the
financial year ended 31 December 2018.

Scope of Report

The report covers the environmental and social performance of the Group
for the period from 1 January 2018 to 31 December 2018, covering all
operational aspects of the Group. For the disclosure of the indicators in
the report, please refer to the content index at the end of this report.

POLICY OF SUSTAINABLE GOVERNANCE

The Group is principally engaged in the design, manufacture and sale of
smart controller systems for consumer electrical and electronic
appliances, the sale of small electrical appliances and the assembly of
mobile phones in the PRC. The marketing teams of the Group have
covered Shanghai, Hangzhou, Nanjing, Jiaxing, Zibo, Wuxi, Hefei, Cixi
and other cities and the revenue mainly originates from customers in the
PRC.

As a socially responsible corporate citizen, the Group has established a
sustainable development business model and effectively managed the
impacts of relevant sustainability issues through the implementation of its
environmental, social and governance policies, bringing positive impacts
on key stakeholders, including employees, suppliers, customers and
communities.
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The Group is principally engaged in trading and supply chain
management is vital to our sustainable development. The Group would
like to ensure that our suppliers fulfil their social responsibilities, business
partners are encouraged to share our environmental, social and
governance values and pay attention to their sustainable development
performance and compliance status.

The Group sincerely thanks its employees, customers, partners,
investors, government and the public for their efforts and cooperation in
the past year. We promise that we will continue to strictly abide by laws
and regulations in the future and continuously improve our environmental,
social and governance performance.

Stakeholder Engagement

The Group has a wide range of stakeholders, including shareholders,
investors, employees, customers, suppliers, government and
communities. We maintain constant communication with stakeholders via
different channels and platforms. The communication channels with the
stakeholders and their concerns are as follows:

FEBAEZ AT EEL  HEEEREH RN
AREERIFFER - REERRMANEERRET
EngEd SERAEBHSZRMANEKRE 1
gREREESR  URIMMNARHEEREAX
REABRENR

AEBROBHET TR SERH KRE
EBARHERBRRBE-—FHONBEREE-
BPIAGERRBEERTER - TETE RN
RE - g RERRR -

BHESH

AEEBRBEREZOFNE  BEER KREE -
BT 8P HER  BUTMtRE - BETRN
REMF G BRAFEEFOHERFEREE -
FINENBRREREMIZANT

Stakeholders Key concerns Channels
BHE ENEIRE BERE
Investors/Shareholders e Corporate governance e General meeting of shareholders
e Risk management e Company’s report
e QOperations and Strategies
e Anti-corruption
BREE/TRR e RNAER o REXRE
o [EMREIR o NAHE
o BEERER
. REE
Employee e Employee benefits e Meetings
e Development and training e Training
e Occupational health and safety e Reporting channel
8T o BTiEA . BE
° %é‘)?é&in%\\ . i%%m
o BEEREZE o BIREB
Customer e Product responsibility e Grievance channel
e Data privacy
LS o EMEM o HFRB
o HIEALE
Suppliers e Product and service quality e Regular meetings
e Business ethics
e o EmBRBEER o TEHEE

o MEERE
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Stakeholders Key concerns Channels

BHE BHREERE BRERE

Government e QOperational Compliant e Compliant with laws and regulations
e Business ethics * Response to government policies

I o ZHEAR o ESEAEER
o FEER o WHFEEH[EE

Community e Community Investment e Donation

Zan o HEKE o iBHE

ENVIRONMENTAL MANAGEMENT RIEEE

The Group understands the importance of environmental protection. We
are committed to minimising impact of our operations on the environment
and strictly abide by national and regional environmental laws and
regulations, including but not limited to the Environmental Protection Law
of the People’s Republic of China ([ 2 A R £ F B R IBREX 1), the
Atmospheric Pollution Prevention and Control Law of the People’s
Republic of China ([ # #& A R £ 1 Bl K &5 2285 4 7% 1), the Water
Pollution Prevention and Control Law of the People’s Republic of China
(MdhEE A R FEAMEKST 205 8)% ]) and the Law of the People’s Republic
of China on the Prevention and Control of Environmental Pollution by
Solid Waste (I /2 A R 2L 51 B B g8 B2 )5 3= 3% 578 % J). During the
reporting period, the Group was not aware of any violation of relevant
laws and regulations that have a significant impact on the Group relating
to air and greenhouse gas emissions, discharges into water and land,
and the generation of hazardous and non-hazardous waste.

The Group mainly operates from its offices and does not involve
substantial use of resources and pollutant emissions in its operations.
Nevertheless, we actively implement our environmental policies, including
implementing energy conservation and emission reduction measures in
offices, requiring our suppliers to take measures to reduce carbon
emissions, and promoting the Group’s environmental protection values to
employees and suppliers.
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Use of Resources EREA
The Group’s operations involved the use of electricity, petrol and water.  AREBHEESNE S » M MKEROERS -
During the year, the group’s total energy consumption was 187 F@R AEEMNEEEE A187 TIKEE @ 85
gigajoules (GJ) and its energy consumption intensity was 0.003 GJ per #ZEASTITAREEEE0.003 TIKEE -

thousand RMB revenue.

Total Energy Consumption (GJ)
BERE(TRKEER)
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The Group’s total water consumption during the year was 178 cubic
meters (M°) and the water consumption intensity was 0.003 cubic meters
per thousand RMB revenue. Due to the overall reduction of public water
consumption in its commercial buildings, the Group’s water consumption
in 2018 was 81% lower than last year. We don’t have any issues in
sourcing water that is fit for purpose.

RNEFRFRANBERKE RTS8 K » FKE
EASTITARBEEEE0.003 5K - HRFT
BRAXAEALAKEERL  AEE-Z— )\
FERRKEREERD 81% o BRI SKEUER K
R ERBEAERE -
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Emissions
Greenhouse gas emissions

The Group’s greenhouse gas emissions include direct emissions from the
use of petrol by vehicles (scope 1) and indirect emissions from the use of
electricity (scope 2). In 2018, our total greenhouse gas emissions were
21.5 tons of carbon dioxide equivalent (tCO,e), and the emission intensity
was 0.0003 tCO,e per thousand RMB revenue.

Total Greenhouse Gas
Emissions (tCO,e)

BRERBHNAE
(B_S{LREER)

30
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7.9
BERBHK

AEEMAEREENERBRERERTVHMEL
MEEER(SE—)  URFEREHEREE
Fm(EEZ) - ZF—N\F - BMWAEERESE
REER2ISMB_E/LEE  BREEAET
TTAREE¥560.0003 —ELiRES -

2017 2018

B Scope 1 B Scope 2
#E— #E—
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Air pollutants emissions ERITRYHI

In 2018, the Group’s sulfur oxides, nitrogen oxides and particulate ~ —=— N\4F - KEBFRERHITEFEL MR AL
matters emissions from vehicle driving were 0.06kg, 2.73kg and 0.20kg % @EtW LR BRI WHE D B B0.06 A T »
respectively. 273 RT KRO20AST °

Total Emissions of Air Pollutants
(k9)
ERSFBERBEE
(BF)

806 -
2017 2018

B Particulate matters
=kl &7

B Nitrogen oxides
A&y

B Sulfur oxide
FERY)

Waste BEY

The Group mainly operates from its office and does not involve AREBUBRASELIEAT  LBEBRERTHLE
substantial generation of general waste and hazardous waste. BN —REEMREREEMNESE
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Energy Saving Emission Reduction

The Group actively implemented its energy conservation and emission
reduction measures to reduce the impact of its office operations on the
environment. We have rolled out a green office program for encouraging
employees to develop green living habits. In order to promote resource
conservation, we have taken a number of energy-saving measures,
including setting indoor temperature reasonably and turning off air
conditioners when not in use, to reduce unnecessary energy consumption.
In addition, in order to reduce the use of paper in office, we have put in
place paper recycling measures, and set up paper recycling boxes beside
printers and copiers to help staff recycle paper. We also returned the old
printer and used toner cartridges to the supplier for recycling. For waste
generated, we carry out classified recycling and then deliver the waste to
the property management company for centralised treatment.

TALENT MANAGEMENT
Employment Policy and Labour Standards

The Group regards human resources as its most important capital. We are
committed to maintaining good labour relations with employees by
adopting the best social practices. We strictly abide by all applicable labour
laws and regulations, including but not limited to the Labour Law of the
People’s Republic of China ([ 1 2 A R £ F1 B 2 &) )% ]), the Labour
Contract Law of the People’s Republic of China ([ A R £ MBI A &S
[E7% J) and the Social Insurance Law of the People’s Republic of China (| #
#= ARHEFMBEREREA]). During the year, the Group was not aware of
any violation of relevant laws and regulations that have a significant impact
on the Group related to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunities, diversity, anti-
discrimination, and other benefits and welfare.

As an employer who advocate equal opportunities, we respect and accept
our employees of diverse backgrounds and ensure that every employee
enjoys equal opportunities, regardless of gender, age, race, religion, social
class, marital status, disability or political background. We do not tolerate
any form of discrimination or harassment against our employees. All cases
of discrimination and harassment are carefully investigated and appropriate
actions are taken as appropriate at the Group.

According to the Provisions on the Prohibition of Using Child Labour, the
Group ensures that our suppliers do not have forced labour or child
labour during their operation process. During the reporting period, the
Group was not aware of any violation of laws and regulations that have a
significant impact on the Group related to the preventing child labour and
forced labour. There were no cases of child labour or forced labour
during the year.
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In terms of employee benefits, we provide employees with competitive
salaries and benefits in the market, including mandatory provident fund
and social security benefits. We also regularly review the remuneration
package of our employees to ensure that they meet current market

standards and to attract and retain talents.

Staff Composition

As of 31 December, 2018, the Group had 19 employees in total, all of
which were from mainland China. Their age, gender, educational

background and function are distributed as follows:

Age Distribution
FienM

5% 11%

84%

H<30 W30-50 >50

Education Distribution
BRES

42%

M Bachelor’s degree or above AE2AREl sl A - [
M Below bachelor’s degree AZAFRILA £ [F
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The majority of the Group’s employees were between 30 and 50 years
old, accounting for 84%, while employees under 30 and over 50 years
old accounted for 11% and 5% respectively. Our male to female ratio
was accounted 47: 53. Nearly 60% of employees had bachelors degree
or above. In terms of function, management accounted for 26% and
general staff for 74%.

Development and Training

The development and training of employees are crucial to the continuous
growth of the Group. We hope that employees can develop their full
potential and provide them with opportunities to develop work-related
knowledge and skills. The Group provides a variety of training courses for
employees according to business needs and their positions, abilities and
performance, while establishing a promotion system to provide career
development opportunities for employees in different positions. During
the year, the total employee training person-time was 22 and the total
training hours were 224. The Group hopes to improve the skills and
knowledge of its employees through training and development channels
so as to improve the operating efficiency of the Group and enhance its
competitiveness.

Total training person-time

REBFALDSE T HBI0ES0H  1584% @ M30
FIA T RE05A BB THRMGE11% K 5% ©
I B Ll A47 - 53 i /NAKE THA AL
AR FBE BeomHE - SBEN
26% ' LBET(574% °

R KA

EIMEREBIE A EENEBFELEREH
BT - HMFLEETERREELE RO AMFR
HieRRAT ERBNMZ R - AEEIR
BEBTERETINRN LN RKRES BB
TREZSEMENEIRE  RANELEAHE
ABTREMNE TREREERKS - FR - K
EENE IZINBARE22  ZHERFEE224
N o AEEFLBBITIIRBEERE - ZFAE
THREER NG M EAEENEERER
& -

Total training hours

SZHE AR Sl ErEE
Male 10 80
Bk
Female 12 144
g
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Health and Safety

The Group is committed to providing employees with a safe and
comfortable workplace. We have set up a sound safety facility
management system, requiring all subsidiaries to regularly review the
company'’s internal working environment and safety policies, so as to
ensure that all operations and facilities comply with the standards and
regulations and to protect the health and safety of employees. We strictly
abide by laws and regulations related to occupational safety and health,
including the Production Safety Law of the People’s Republic of China
(MhEARANMBEZ 2 £ EL ), Law of the People’s Republic of China
on the Prevention and Control of Occupational Disease ([ #F % A & £ F1
B 2 %5 B 54 & ), the Fire Production Regulation of the People’s
Republic of China ([ A R L MEIH A 1) and Regulation on Work-
Related Injury Insurance (I T{54RE 1541 |). During the reporting period,
the Group was not aware of any violation of laws and regulations that
have a significant impact on the Group related to providing a safe working
environment and protecting employees from occupational hazards. There
were also no cases of work-related fatalities, or occupational diseases.

In order to improve the safety awareness of our employees, we provide
occupational safety and health education and training for new recruits,
and provide relevant professional safety skill training for new and old
employees in different departments and positions. We also conduct
regular fire safety training to disseminate the latest occupational safety
information to all the employees. The Group has set up a sound
communication mechanism. If an employee finds any potential hazards in
the office, they can report the issue via the safety communication
mechanism. Upon receipt of the report, the Group will immediately launch
an investigation and make corresponding improvement measures to
create a safe and comfortable workplace. During the year, the total
headcount of employees undertaking occupational safety and health
training was 19, with a coverage of 100%.

COMPLIANT OPERATIONS
Supply Chain Management

The Group is principally engaged in trading and committed to providing
high-quality and reliable products by maintaining a stable and reliable
supply chain. In order to ensure that the products meet the safety and
quality standards, we cooperate with suppliers of integrity and good
reputation. We conduct regular review on suppliers and consider their
environmental protection and quality-related certification. If a supplier is
found unqualified, the Group will terminate the contract immediately after
investigation and confirmation.
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Product Responsibility

The Group is committed to improving product quality, so as to meet
customer needs and expectations. We have set up a sound product
quality control system and regularly check product quality to ensure that
all products and services on sale comply with the requirements of safety
and health regulations. In addition, we attach great importance to the
feedback from our customers and review the areas that can be further
improved. We set up special channels to handle all customer inquiries,
feedback, complaints and related after-sales services instantly. If there is
a customer complaint, we will conduct an internal investigation through
fair, open and impartial channels, provide the investigation results and
causes to the affected customer(s) as soon as possible, and make follow-
up remedial measures. When necessary, the management will improve
internal control and management systems or facilities to prevent
recurrence of similar incidents from occurring again.

We attach great importance to the security of customer information. The
Group persistently abides by the Personal Data (Privacy) Ordinance ([ 1
AN E B F B ) & Bl 1) (Chapter 486) and strictly prohibits the
dissemination and disclosure of any unauthorized confidential information
and customer data by establishing a comprehensive code of service
conduct and professional conduct to ensure the safety and confidentiality
of customer information.

The Group strictly abides by laws and regulations related to product
quality in its operation, including but not limited to the Product Quality
Law of the People’s Republic of China on (| 2 A R HEFIEIE S E 204 )
and the Law of the People’s Republic of China on the Protection of
Consumer Rights and Interests ([ R ZEA R XMBIE & ERZREE]).
During the reporting period, the Group was not aware of any violation of
laws and regulations that have a significant impact on the Group related
to health and safety, advertising, labelling and privacy matters relating to
products and services provided and methods of redress.

Anti-Corruption

The Group stresses integrity and is committed to maintaining high ethical
standards and expects our employees and suppliers to share this value.
We strictly abide by all applicable anti-corruption laws and regulations,
including the Prevention of Bribery Ordinance ([ [ 1 Ba4& 15451 1) and the
Criminal Law of the People’s Republic of China ([ 2 A B FHFE DA ),
and formulate a series of anti-corruption policies and codes of conduct
for employees to supervise and investigate suspicious acts related to
bribery or dishonesty. We also encourage employees, customers,
suppliers and other stakeholders to put forward their opinions on our
anti-corruption policies and measures, so as to continuously improve
relevant systems and maintain the integrity of the Group.
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During the reporting period, the Group was not aware of any violation of
laws and regulations that have a significant impact on the Group related
to bribery, extortion, fraud and money laundering. The Group was not
involved in any corruption cases.

Community Involvement

While promoting business development, the Group does not forget to
pay back to the society, hoping to bring positive influence to its local
communities. We support the activities valued by the local communities,
respect the local culture and values, and aim to consider the interests of
the communities in which we operate, encourage employees to
participate in community activities, and promote cultural exchanges and
cooperative development with the communities.
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CONTENT INDEX

AFSE ]

Key Performance
Indicators
BRENER

Hong Kong Stock Exchange ESG Reporting Guide
BRFTESG | &5

Section/Remarks

BERE

A. Environmental
A RiE

Aspect A1
ELY

Emissions

i35°¢7)

General Disclosure

—MRIRE

Information on:

(@) the policies; and

(b) Compliant with relevant laws and regulations that have a
significant impact on the issuer

relating to air and greenhouse gas emissions, discharges into

water and land, and generation of hazardous and non-

hazardous waste.

BRABEROREREYN - VKR THOEES BERBEER

MEEEZH -

@ H%E: &

b) ETHETABEAZENRBERIROINES -

Environmental management
BAER

KPI' A1.1 The types of emissions and respective emissions data. Environmental Management —

PR iR AR S AR R B AR - Emissions
RIFER —

KPIA1.2 Greenhouse gas emissions in total (in tonnes) and, where | Environmental Management —
appropriate, intensity (e.g. per unit of production volume, per | Emissions
facility). RIFEE — PR
RERBAYNE(UAE) R(ER)mE (N gES 8 -
BIEFRBETE) ©

KPI'A1.3 Total hazardous waste produced (in tonnes) and, where | The Group’s operations are
appropriate, intensity (e.g. per unit of production volume, per | mainly office-based and do not
facility). generate hazardous wastes
FEAEEREMHE UEAE) R(NER)EE (WMAEES | ARBURAEEERE W I E
By - FERMEETH) - EHEEREY

KPIA1.4 Total non-hazardous waste produced (in tonnes) and, where | Subject to centralised recycling

appropriate, intensity (e.g. per unit of production volume, per
facility).
FEAREREMAE UEAE) R(WER)BEE (WAEES

W
s

B - SERIEE) -

by the property management
company of building
REANEVEER QRS —EKE
b2
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Key Performance

Hong Kong Stock Exchange ESG Reporting Guide

Section/Remarks

Indicators B R FTESG #4155 =8 %E

BRERIER

KPI A1.5 Description of measures to mitigate emissions and results | Environmental Management —
achieved. Energy Saving and Emission
HAUREBE 2R B RATEAR Reduction

RIFEEE — feEREE

KPI A1.6 Description of how hazardous and non-hazardous wastes are | Environmental Management —
handled, reduction initiatives and results achieved. Energy Saving and Emission
MR A F MEEEEYN A - RRESEEMIEMRKLPTFE | Reduction
Re RIFEEIE — #RREE

Aspect A2 Use of Resources

[ETE A2 BIRGER

General Disclosure
— R R

Policies on the efficient use of resources, including energy,
water and other raw materials.

BRERER(BERIR - KREARMEL) BB

Environmental management
RIEER

KPI A2.1 Direct and/or indirect energy consumption by type (e.g. | Environmental Management —
electricity, gas or ail) in total (kWh in ’000s) and intensity (e.g. | Use of Resources
per unit of production volume, per facility). RREE — BAREA
RENE AR R SRAEER(NE - melon) B (AT
BEFREE) RBE (A SES SR - §IEREAHE) -

KPI'A2.2 Water consumption in total and intensity (e.g. per unit of | Environmental Management —
production volume, per facility). Use of Resources
BFKEREE (MASGESEM - BERMBHE) - RIEER — BRER

KPI A2.3 Description of energy use efficiency initiatives and results | Environmental Management —
achieved. Energy Saving and Emission
A BE R AR a8l PR IS AR - Reduction

RIRETE — SIREREE

KPI A2.4 Description of whether there is any issue in sourcing water that | Environmental Management —
is fit for purpose, water efficiency initiatives and results | Use of Resources
achieved. RIRER — AREA
FACKEGE AR ERI B EAERE - AR BKB T E R
TR -

KPI'A2.5 Total packaging material used for finished products (in tonnes) | The Group did not involve

and, if applicable, with reference to per unit produced.
SR BT ABREMEMEE (AMTE) R (WER) BEEEN
EE -

substantial use of packaging
material.
REEHN NS REB LR BEME
=4
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Key Performance

Hong Kong Stock Exchange ESG Reporting Guide

Section/Remarks

Indicators B X FTESG #4153 BHHE
ERENER

Aspect A3 The Environment and Natural Resources

[ETE A3 RERAAER

General Disclosure
— R HEER

Policies on minimising the issuer’s significant impact on the
environment and natural resources.
BT ABRERRRERENERZEOBOR

Environmental management
BHEE

KPI A3.1 Description of the significant impacts of activities on the | Environmental management
environment and natural resources and the actions taken to | &HEE
manage them.
B EDEIRBERRAAERNEATEREEKNEE @
2m1TE) -
B. Social
B. &
Aspect B1 Employment
[E T B1 =&

General Disclosure
— A H R

Information on:

(@) the policies; and

(b) Compliant with relevant laws and regulations that have a
significant impact on the issuer

relating to compensation and dismissal, recruitment and

promotion, working hours, rest periods, equal opportunity,

diversity, anti-discrimination, and other benefits and welfare.

ERAFH R ERE  BEREH  TEKH - BH - TSR -

TE ~ RERAR A K B At 57 38 MA@ Y

(@) B &

(o) EFHBEITABEAZENHBERELROINER

Talent Management —
Employment Policy and Labour
Standards

ATERE — BEBERE RS TER

KPI B1.1 Total workforce by gender, employment type, age group and | Talent Management — Staff
geographical region. Composition
=R EERE - FRARN KRB S NIES A - ATER — BIHEK

Aspect B2 Health and Safety

fEH B2 fREEZ 2

General Disclosure

—RIRE

Information on:

(@) the policies; and

(b) Compliant with relevant laws and regulations that have a
significant impact on the issuer

relating to providing a safe working environment and protecting

employees from occupational hazards.

EHEREZ2TIERERREREBEBE LS

@ B%: &

(o) EFHBEITABEAZENHBERELROINER

Talent Management — Health
and Safety
AT ERE — [#RE
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Key Performance

Hong Kong Stock Exchange ESG Reporting Guide

Section/Remarks

Indicators R FTESGH &I =a:0 Pz 2
BRENER
KPI B2.1 Number and rate of work-related fatalities. Talent Management — Health
ETEBERMILTAABRLLE o and Safety
ATEE — BREZD
KPI B2.2 Lost days due to work injury. Talent Management — Health
ETEEIXTIIEHE - and Safety
ATEE — BREZY
KPI B2.3 Description of occupational health and safety measures | Talent Management — Health
adopted, how they are implemented and monitored. and Safety
HAPAERNE BRI 2 - ARBERTRERTE | ATEE - BRELZSE
Aspect B3 Development and Training
[Z T B3 R R

General Disclosure
— R R

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.
BEARTTE B BT LIFRE &Y A R BB IR  HidtE s & E) -

Talent Management —
Development and Training
AT ER — BRRIE

Aspect B4
[ETE B4

Labour Standards
& T %A

General Disclosure
— R B R

Information on:

(@) the policies; and

(b) Compliant with relevant laws and regulations that have a
significant impact on the issuer

relating to preventing child and forced labour.

BEAPIEET skoa 5% THY

@ H%E: &

(o) BFHBITABERZENEBEEIARDINER -

Talent Management —
Employment Policy and Labour
Standards

AT ERE — BRI K55 AR

KPI B4.2 Description of steps taken to eliminate such practices when | During the reporting period, no
discovered. relevant circumstances occurred
HM IR R B R R ERR B BB R TR 28 - WMEBRA - REERWMS

Aspect B5 Supply Chain Management

[ETE B5 HrEEgEER

General Disclosure
— R ER

Policies on managing environmental and social risks of the
supply chain.
EIRHIEEAIRIE R G RERBUR o

Compliant Operations — Supply
Chain Management
BREE — HEEER
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Key Performance

Hong Kong Stock Exchange ESG Reporting Guide

Section/Remarks

Indicators B R FTESG #4153 =8 %E
ERENER

Aspect B6 Product Responsibility

& 1 B6 EmAE

General Disclosure
— B R

Information on:

(@) the policies; and

(b) Compliant with relevant laws and regulations that have a
significant impact on the issuer

relating to health and safety, advertising, labelling and privacy

matters relating to products and services provided and

methods of redress.

BRFMRHEMNMRENRFEERZE BS BRELIMLEBEEMN
N ROTAR -
(@) BR: K&

b) BTHETABERZENHRERZIROINER -

Compliant Operations — Product
Responsibility
EREE - EnER

KPI B6.2 Number of products and service related complaints received | Compliant Operations — Product
and how they are dealt with. Responsibility
BN E m RIS F BB AR EE T - AREE - EmALE

KPI B6.5 Description of consumer data protection and privacy policies, | Compliant Operations — Product
how they are implemented and monitored. Responsibility
U B E HRRE RFLBEE - URBERTRERTE - AREE - EmARE

Aspect B7 Anti — corruption

[ B7 R&ES

General Disclosure
— R R

Information on:

(@) the policies; and

(b) Compliant with relevant laws and regulations that have a
significant impact on the issuer

relating to bribery, extortion, fraud and money laundering.

BRABTIERRRS - BhER - BFF ROE RN

@ BXE: &

(o) BTFHBITABERZENAEEERMAOINER -

Compliant Operations — Anti-
Corruption

AREE - RER

KPIB7.1

Number of concluded legal cases regarding corrupt practices
brought against the issuer or its employees during the reporting
period and the outcomes of the cases.
RERAANEETASHESRETEES
EPNEIN

TSR RAZE TRV ER

During the reporting period, no
relevant circumstances occurred
AR REREESHFARS
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Key Performance | Hong Kong Stock Exchange ESG Reporting Guide Section/Remarks
Indicators R FTESGH &I =8 %E
BRENER
Aspect B8 Community Investment
[Z T B8 HERE
General Disclosure | Policies on community engagement to understand the needs | Compliant Operations —
—REHEER of the communities where the issuer operates and to ensure its | Community Involvement
activities take into consideration the communities’ interests. GREE — HEsm

BRMHRSERTREEMEHRBRFEMEREEZKEZHEE
BALERF AR o
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A\ Crowe

BEEEE (5E) SHtMEBAERAE
Crowe (HK) CPA Limited

8 RS BIEET7R SER09E
9/F Leighton Centre,

77 Leighton Road,

Causeway Bay, Hong Kong

TO THE SHAREHOLDERS OF

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY
COMPANY LIMITED

(Incorporated in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Zhejiang
RuiYuan Intelligent Control Technology Company Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”)
set out on pages 72 to 154, 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 (“HKFRSs”) 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.

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO

BT REEENRROBRAF
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(R EARAME MK IR HERAF)
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ERBEBRNBERARI(ERR ) EEMB AR (5
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ZRLFENGAEaEMEHKER  FE
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A ([FESHAE ) BANEEMEER
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSASs”) 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.

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 3 to the consolidated financial statements,
which indicates that the Group incurred a net loss of approximately
RMB1,133,000 for the year ended 31 December 2018 and, as of that
date, the Group’s current liabilities exceeded its current assets by
approximately RMB334,000. These conditions, along with other matters
as set forth in Note 3, indicate that a material uncertainty exists that may
cast significant doubt on the Group’s ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
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

MRERER

How our audit addressed the key audit matters

EANERNMEERRELSER

Provision for expected credit losses (“ECL”)
of trade receivables

EWEZERRGEERAEEFERE

Refer to Note 7 and 21 to the consolidated
financial statements

ZHREMBERRMEFTR21

ECL for trade receivables are based on management’s
estimate of the lifetime ECL to be incurred, which is
estimated by taking into account the credit loss
experience, ageing of overdue trade receivables,
customers’ repayment history and customers’ financial
position and an assessment of both the current and
forecast general economic conditions, all of which
involve a significant degree of management judgment.

BHRWERNEREEBRREIRBEEEBHSES
W FRBEEEENMGE  MzZAFG HEREEER
BER - BB SHRIGENERR - EPHNERCE
KB BB AR S IA B & A K TERI 6 B A8 A EGIRR BY
MG IEELEAERKER LI RERENHE -

We have identified ECL assessment of trade receivables
as a key audit matter because the assessing ECL of
trade receivables is a subjective area as it requires the
management’s judgment and uses of estimates.

B EE S EKFIRN AR EEB RN GHER R
REFFE AANGEZRUFIENEHEEBR
FEEEBETHE LERMET  TUZ AT EE
#HS

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO

Our procedures in relation to management’s ECL assessment
on trade receivables included:
BMEEEREYHE S RKFANTAREEHEIENETE
’®:

o reviewing and assessing the application of the Group’s
policy for calculating the ECL;
s BEWEASEEMEESEFERRNERBR

° evaluation techniques and methodology in the ECL model
against the requirements of HKFRS 9;

e  HREBUBMSLEIORNELR - ERAREEEE
TR R O RF S B0 BT

° assessing the reasonableness of management’s loss
allowance estimates 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 economic 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;

e HABREERBREREAZFZFHEMANEERTHEIER
BHEBEXEFESGTONEEN  SFEAFRELEZNEE
RZERY - ATEE L BARERIREE BIE MR LA
EUEEETESHAE REESXRMREEHBEEN
BERBL  URTHERREBELAEEREEFEEERE
REMTR
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Independent Auditor’s Report
BN 2B EE

Key audit matters

MRERER

How our audit addressed the key audit matters

EANERNMEEARELSER

At 31 December 2018, the carrying amount of trade e
receivables is approximately RMB8,115,000 (net of
allowance for doubtful debts of approximately
RMB343,000).

RZZE-NFE+_A=+—0 BRESERZEE
BER# AR S,115,000 7T (£ Mk #9 A R ¥ 343,000 7T
BIRBREE)

Inquiring of management for the status of each of the
material trade receivables past due as at year end and
corroborating explanations from management with
supporting evidence, such as understanding on-going
business relationship with the customers based on trade
records, checking historical and subsequent settlement
records of and other correspondence with the customers;
e MNEEEMABEFRBHANSTEANEHERKFIEMN
R WREBERERBERIFUERE  fINRERS
B THRERPNFEEBHE REREFPNELK
BBREB LB R EE P HEAMBE

Details of the trade and bills receivables are set out in
Note 21 to the consolidated financial statements.
EWE S BERREREE 2 FIEHN RS M WwE
BizE21 o
o evaluating the design, implementation and operating
effectiveness of key internal controls which govern credit
control, debt collection and estimation of ECL; and
o  FHAEBEEREREH  EBANKREREEEEHRENE
BAMEHIH R BEMEEARE AR

o checking, on a sample basis, the ageing profile of the
trade receivables as at 31 December 2018 to the
underlying financial records and post year-end settlement
to bank receipts.

e HEBRER-ZE-N\FT+-A=+—HEBEMBIHEA
B FRURIANRERIE R RIRITRIB RN F R EEE

OTHER INFORMATION Hipay

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include the consolidated financial statements and
our auditor’s report thereon (“Other Information”).

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.
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Independent Auditor’s Report
BN 2B EE

RESPONSIBILITIES OF THE DIRECTORS AND THE
AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors 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.

The Audit Committee is responsible for overseeing the Group’s financial
reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our 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 section 405 of the Hong Kong Companies
Ordinance, 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.

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO
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As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

° 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.

° Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

° 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.

° 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.
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Independent Auditor’s Report
BN 2B EE

We communicate with the Audit Committee 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 the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence and
communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence and, where
applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

The engagement director on the audit resulting in this independent
auditor’s report is Chow Yiu Wah, Joseph.

Crowe (HK) CPA Limited
Certified Public Accountants
Hong Kong, 25 March 2019

Chow Yiu Wah, Joseph
Practising Certificate Number PO4686
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
ire B MM P ENER

For the year ended 31 December 2018

HE-F-\F+-A=T—ALFE

2018 2017
—E-N\F B
Notes RMB’000 RMB’000
BtaF AR¥T R AREEF T
Revenue gy 9 61,706 44,529
Cost of sales SHE KR (57,716) (43,905)
Gross profit ER 3,990 624
Other income HAw g A 9 77 14
Other gains and losses H Atz K Js 1 11 = (556)
Gain/(loss) on disposal/deregistration HE T E AR
of a subsidiary Wz BB 41 2,286 (34)
Selling expenses HERX (32) -
Administrative expenses THER (4,350) (6,217)
Finance costs A& AR 12 (3,077) (1,948)
Loss before taxation MREBLATEE 13 (1,106) (7,117)
Income tax expense Frig®if 14 (27) (58)
Loss for the year RATHEE AEMN
attributable to owners of FREE
the Company (1,133) (7,175)
Other comprehensive income Hap2mEKBA
Items that may be reclassified HegnEHoEEEECEE .
subsequently to profit or loss:
Exchange reserve released upon HEMNB AR ERA
disposal of a subsidiary VE 5 1 (71) -
Exchange differences arising on BMEBINEBEENELZHE
translation of foreign operations 19 115
Total other comprehensive income FEREMEEWALEE
for the year (52) 115
Total comprehensive income RNFEEAEML
for the year attributable to FRAZHKBALAEE
owners of the Company (1,185) (7,060)
Loss per share SRER
(RMB’ cents) (AR®D) 18
Basic HAK (0.23) (1.44)
Diluted i3 N/A T8 A N/A 738
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Consolidated Statement of Financial Position

“re MR

At 31 Deoember 2018
RZZE—N\F+=ZA=+—H

2018 2017
—E-N\FE —+tF
Notes RMB’000 RMB’000
et ARET T ARBFIT
NON-CURRENT ASSETS FIRBEE
Plant and equipment W K R A 19 35 64
35 64
CURRENT ASSETS RBEE
Inventories FE 20 303 1,784
Trade and bills receivables FEUNE 5 BR R R I = 4R 21 8,115 20,878
Prepayments, deposits and TEMFUE ~ ek
other receivables H fth fE UG BR FX 22 108 596
Paid in advances [EEDBEENE S 7,042 381
Bank balances and cash RITEHR AR 23 10,558 5,265
26,126 28,904
CURRENT LIABILITIES RENEE
Trade payables BB SRR 24 10,580 14,799
Other payables and accruals HiENERAREAER 25 2,224 7,564
Contract liabilities aHaE 26 1,372 -
Receipt in advances SELETQr] - 207
Amount due to a director N —ZEERIE 27 - 539
Amount due to a former director JE — B AIE =T 27 - 1,775
Amount due to a major shareholder EfN—%E %H&%%{IE 28 7,843 275
Dividends payables FER AR B 29 4,440 4,440
Tax payable FERRITE 1 40
Other borrowings HEMEE 30 - 1,520
26,460 31,159
NET CURRENT LIABILITIES REBAETFE (334) (2,255)
NON-CURRENT LIABILITIES FkRBEE
Loan from a major shareholder KE—HBEBREMNER 31 41,541 38,464
NET LIABILITIES FaE (41,840) (40,655)
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Consolidated Statement of Financial Position

RE BRI
At 31 December 2018
RZZE—N\F+=ZA=+—H

2018 2017
—E-N\FE —E—+F
Notes RMB’000 RMB’000

et AR®TR ARBTT

CAPITAL AND RESERVES BEARR#E
Share capital [
Reserves wEE

CAPITAL DEFICIENCY =N

The consolidated financial statements on pages 72 to 154 were approved
and authorised for issue by the board of directors on 25 March 2019 and
are signed on its behalf by:

He Keng
A8
Director

EF

74 ANNUAL REPORT 2018
—FN\EER

32 50,000 50,000
(91,840) (90,655)
(41,840) (40,655)

FRAZFIMANGRMBHRRDKEZTER
“E-NE=ZAZThAMERKENE  WHh
TIEERREE

Wu Shanhong
R AT
Director
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Consolidated Statement of Changes in Equity

o

He= N /g
1: /\II\E%@%

For the year ended 31 December 2018
BE-F—\F+-AZ+—HLLFE

Attributable to owners of the Company

VNNCIE 7PN 3
Statutory
Share Capital Other surplus Translation Accumulated
capital reserve reserve reserve reserve losses Total
EER
RA& BREE HtbfifE BAES EHfE RitER @
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREBTLT ARETT ARBTL ARETR ARETT AR®TT ARET:R
(Note ) (Note i) (Note iii
(fzED) (i) (g iii)
At 1 January 2017 R-Z—+E-f—H 50,000 40449 256,623 24,998 (63 (423085  (51,078)
Arising from loan fromamajor  KE—ZTEREZ
shareholder B - - 9,483 - - - 9,483
Waiver of amount due to a major 244 JE{f — £ ¥ ZR &
shareholder E0rE} - - 8,000 - - - 8,000
Total comprehensive FREABAEE
income for the year - - - - 115 (7,175) (7,060)
At 31 December 2017 RZE—+F
and 1 January 2018 +-A=t-8kK
—E-\5-H—H 50,000 40,449 274,106 24,998 52 (430,260) (40,655)
Loss for the year FNER - - - - - (1,139) (1,139)
Exchange differences arising ~ #E /5N E B H)
on translation of foreign ERER
operations - - - - 19 - 19
Release upon disposal of HE—FHRBAFMN
a subsidiary B - - - - (M) = (1)
Total comprehensive income  £E 2 B &5
for the year - - - - (52) (1,133) (1,185)
At 31 December 2018 RZE-N\%
+ZA=1+—H 50,000 40,449 274,106 24,998 - (431,393) (41,840)
Notes: B
m CAPITAL RESERVE (i) BEARFE

(i

)

Capital reserve includes the share premium arising from the issuance of H shares after
deduction of the respective share issuance costs of the Company.

OTHER RESERVE

Other reserve represents the waiver of the amounts due to a former major shareholder
upon change in shareholding in the Company in previous year. The movement of other
reserve of the Group during the year ended 31 December 2017 represented the
difference between the fair value of the loan from a major shareholder and the amount
received in May 2017 as described in Note 31 and waiver of amount due to a major
shareholder.

STATUTORY SURPLUS RESERVE

The Articles of Association of the Company and its subsidiaries established in the
People’s Republic of China (the “PRC”) require the appropriation of 10% of their profit
after income tax determined under the PRC accounting standards each year to the
statutory surplus reserve until the balance reaches 50% of the registered share capital.
According to the provision of the Company’s Articles of Association, under normal
circumstances, the statutory surplus reserve shall only be used for making up losses,
capitalisation into share capital and expansion of the Company’s production and
operation. For the capitalisation of statutory surplus reserve into share capital, the
remaining amount of such reserve shall not be less than 25% of the registered share
capital.

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO
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Consolidated Statement of Cash Flows
rERERER

For the year ended 31 December 2018
HE_Z-\F+_A=+—HILFE

2018 2017
—E-N\F B
RMB’000 RMB’000
AR¥T T AREEF T
OPERATING ACTIVITIES REXK
Loss before taxation bR A E 1B (1,106) (7,117)
Adjustments for: BB T5IIEE A
Bank interest income HRITHEWA (5) @)
Depreciation of plant and equipment s MR T e 29 36
(Gain)/loss on disposal/deregistration of HE, i —RNE AR
a subsidiary Wz (E18) (2,286) 34
Finance costs BB KA 3,077 1,948
Reversal of impairment loss on SRR FOREBERE
trade receivables - (103)
Written off of trade and other receivables T 5 FE U 5 BR Tk A E At FE WBR 7R
and paid in advances REMTENRIR = 659
Operating cash flows before movements #EELEFHANLERLHE
in working capital (291) (4,545)
Decrease in inventories FERL 1,474 376
Decrease/(increase) in trade and bills receivables U & 5 BR3 & fE I =5 (3 h0) 554 12,763 (15,440)
Decrease/(increase) in prepayments, AR -« 2 e R EMERIRR
deposits and other receivables (3 hn) 488 (569)
(Increase)/decrease in paid in advances EATERRRIE (8 00) /A (6,661) 4,031
(Decrease)/increase in trade payables TETE ZBRF (38 00) 54> (4,219) 10,304
(Decrease)/increase in other payables H AR R FERT B A (1) w4
and accruals (5,340) 5,093
Decrease in receipt in advances AW GRIE R (207) (4,473)
Increase in contract liabilities AHEEEN 1,372 -
Cash used in operations REXKMARS (621) (5,223
Income tax paid B ATSH (66) (18)
NET CASH USED IN REXBAAREEE
OPERATING ACTIVITIES (687) (5,241)
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Consolidated Statement of Cash Flows

mm ﬂ%ﬂiumgi%§

For the year ended 31 December 2018
BE-FT—\F+-A=+-ALFE

2018 2017
—E-N\F —tF
RMB’000 RMB’000
AR¥T R ARBF T
INVESTING ACTIVITIES RETER
Purchase of plant and equipment HEME &R = ©
Decrease in pledged bank deposits EIRRITFFOR D = 107
Net cash inflow from disposal of a subsidiary ~ H&E—EMf B A G NIRE KA FE 1 -
Interest received B FILE 5 2
NET CASH GENERATED FROM REZBAEREFEHE
INVESTING ACTIVITIES 6 100
FINANCING ACTIVITIES RMEEE
Repayments of other borrowings BEAMESR (1,520) (4,700)
(Repayment to)/advance from a director KE—ZEENBR
EE—REFIK (86) 511
Repayments to a former director EE—RAIEEFIAE = (9,622)
Advance from a major shareholder KE—BEBRREIR 7,568 6,275
Repayments to a former shareholder BE—ZRIRERR - (31,191)
Proceed from loan from a major shareholder KE—BTERENERAERIE - 46,000
NET CASH GENERATED FROM METBHAERETEE
FINANCING ACTIVITIES 5,962 7,273
NET INCREASE IN CASH AND RERRESEEEBRMFE
CASH EQUIVALENTS 5,281 2,132
CASH AND CASH EQUIVALENTS AT REDHNAESRASEEER
THE BEGINNING OF THE YEAR 5,265 2,834
Effect of foreign exchanges rate changes [ERFE 8 12 299
CASH AND CASH EQUIVALENTS AT RERHASRESZEER
THE END OF THE YEAR,
represented by bank balances and cash BERTTESH KRS 10,558 5,265
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018

HE—

1.
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F-N\E+-A=1+—HLFE
GENERAL INFORMATION

Zhejiang RuiYuan Intelligent Control Technology Company Limited
(the “Company”) is a joint stock limited liability company
incorporated in the People’s Republic of China (the “PRC”) and its
shares are listed on the GEM of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Its immediate holding and ultimate
holding company is Zhejiang RuiYuan Intelligent Robot Co., Ltd, a
company incorporated in the PRC.

The addresses of the registered office and principal place of
business of the Company are disclosed in the “Corporate
Information” section to the Annual Report.

The consolidated financial statements are presented in Renminbi
(“BRMB”). Other than the subsidiary incorporated in Hong Kong
whose functional currency is United States Dollar (“USD”), the
functional currency of the Company and its subsidiaries (collectively
referred to as the “Group”) is RMB.

The principal activities of the Group are sales of controller systems
for electronic equipment and electronic component and
subassembly for electronic appliances in the PRC.
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Notes to the Con\solidated Financial Statements
T E BT ERAR MY EE

For the year ended 31 December 2018
BE-F—\F+-AZ+—HLLFE

2.

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

Amendments to HKFRSs that are mandatorily effective
for the current year

The Company and its subsidiaries (the “Group”) has applied the
following amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) for the first time
in the current year:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers and the related
Amendments

Foreign Currency Transactions and
Advance Consideration

HK(FRIC)-Int 22

Amendments to HKFRS 2 Classification and Measurement of

Share-based Payment Transactions

Amendments to HKAS 28  As part of the Annual Improvements
to HKFRSs 2014-2016 Cycle

Amendments to HKAS 40  Transfers of Investment Property

The Group has not applied any new standard or interpretation that
is not yet effective for the current accounting period, except for the
amendments to HKFRS 9, Prepayment features with negative
compensation which have been adopted at the same time as
HKFRS 9.

HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features with
negative compensation

HKFRS 9 replaces HKAS 39, Financial instruments: recognition and
measurement. It sets out the requirements for recognising and
measuring financial assets, financial liabilities and some contracts
to buy or sell non-financial items.

The Group has applied HKFRS 9 retrospectively to items that
existed at 1 January 2018 in accordance with the transition
requirements. The Group has recognised the cumulative effect of
initial application as an adjustment to the opening equity at 1
January 2018. Therefore, comparative information continues to be
reported under HKAS 39.
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Notes to the Consolidated Financial Statements

fra IR Mt

For the year ended 31 December 2018
HE_Z-\F+_A=+—HILFE

2. APPLICATION OF NEW AND REVISED HONG 2.

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features with
negative compensation — Continued

There is no impact of transition to HKFRS 9 on accumulated losses
at 1 January 2018.

Further details of the nature and effect of the changes to previous
accounting policies and the transition approach are set out below:

a. Classification of financial assets and financial liabilities

HKFRS 9 categorises financial assets into three principal
classification categories: measured at amortised cost, at fair
value through other comprehensive income (“FVOCI”) and at
fair value through profit or loss (“FVPL”). These supersede
HKAS 39’s categories of held-to-maturity investments, loans
and receivables, available-for-sale financial assets and
financial assets measured at FVPL. The classification of
financial assets under HKFRS 9 is based on the business
model under which the financial asset is managed and its
contractual cash flow characteristics. Under HKFRS 9,
derivatives embedded in contracts where the host is a
financial asset in the scope of the standard are not separated
from the host. Instead, the hybrid instrument as a whole is
assessed for classification.

The Group’s trade and other receivables and bank balances
and cash are reclassified from loans and receivables to
financial assets carried at amortised cost under HKFRS 9.

The measurement categories for all financial liabilities remain
the same.

The carrying amounts for all financial assets and liabilities at 1
January 2018 have not been impacted by the initial
application of HKFRS 9.

The Group did not designate or de-designate any financial
asset or financial liability at FVPL at 1 January 2018.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features with

negative compensation — Continued

b. Impairment of financial assets

HKFRS 9 replaces the “incurred loss” model in HKAS 39 with
the “expected credit loss” (“ECL”) model. The ECL model
requires an ongoing measurement of credit risk associated
with a financial asset and therefore recognises ECLs earlier
than under the “incurred loss” accounting model in HKAS 39.

The Group applies the new ECL model to financial assets
measured at amortised cost (including trade and other

receivables and bank balances and cash).

The Group recognises that there will be not any material
impact in the ECLs of the Group due to the change in

accounting policy.

C. Transition

Changes in accounting policies resulting from the adoption of
HKFRS 9 have been applied retrospectively, except as

described below:

° Information relating to comparative periods has not
been restated. Differences in the carrying amounts of
financial assets resulting from the adoption of HKFRS 9
are recognised in accumulated losses and reserves as
at 1 January 2018. Accordingly, the information
presented for 2017 continues to be reported under
HKAS 39 and thus may not be comparable with the

current period.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features with
negative compensation — Continued

C. Transition — Continued

° The assessments have been made on the basis of the
facts and circumstances that existed at 1 January 2018
(the date of initial application of HKFRS 9 by the Group)
for the determination of the business model within
which a financial asset is held.

° If, at the date of initial application, the assessment of
whether there has been a significant increase in credit
risk since initial recognition would have involved undue
cost or effort, a lifetime ECL has been recognised for
that financial instrument.

HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for recognising
revenue and some costs from contracts with customers. HKFRS
15 replaces HKAS 18, Revenue, which covered revenue arising
from sale of goods and rendering of services, and HKAS 11,
Construction contracts, which specified the accounting for
construction contracts.

The Group has elected to use the cumulative effect transition
method and has recognised the cumulative effect of initial
application as an adjustment to the opening balance of equity at 1
January 2018. Therefore, comparative information has not been
restated and continues to be reported under HKASs 18. As allowed
by HKFRS 15, the Group has applied the new requirements only to
contracts that were not completed before 1 January 2018.

There is no impact of transition to HKFRS 15 on accumulated
losses at 1 January 2018.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

HKFRS 15, Revenue from contracts with customers
— Continued

Further details of the nature and effect of the changes on previous
accounting policies are set out below:

a. Timing of revenue recognition

Previously, revenue arising from construction contracts and
provision of services was recognised over time, whereas
revenue from sale of goods was generally recognised at a
point in time when the risks and rewards of ownership of the
goods had passed to the customers.

Under HKFRS 15, revenue is recognised when the customer
obtains control of the promised good or service in the
contract. This may be at a single point in time or over time.
HKFRS 15 identifies the following three situations in which
control of the promised good or service is regarded as being
transferred over time:

° When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

° When the entity’s performance creates or enhances an
asset (for example work in progress) that the customer
controls as the asset is created or enhanced;

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

If the contract terms and the entity’s activities do not fall into
any of these 3 situations, then under HKFRS 15 the entity
recognises revenue for the sale of that good or service at a
single point in time, being when control has passed. Transfer
of risks and rewards of ownership is only one of the indicators
that is considered in determining when the transfer of control
ocCcurs.
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For the year ended 31 December 2018
HE_Z-\F+_A=+—HILFE

2. APPLICATION OF NEW AND REVISED HONG 2. RAFITREBIEBYBRESE
KONG FINANCIAL REPORTING STANDARDS A((ERMBHRELEA]) — &

(“HKFRSs”) — Continued

HKFRS 15, Revenue from contracts with customers EBYVERELEREISE > REEF

— Continued BHRZWA — &

a.  Timing of revenue recognition — Continued a YR ERERE — &
The adoption of HKFRS 15 does not have a significant impact KB BB REEAFE155RE A
on when the Group recognises revenue from sale of goods SEBRLE S M0 e 89 R I
and this change in accounting policy had no material impact BEAXE  BZSESBENEHY
on opening balances as at 1 January 2018. RZZE—N\F—HA— BB RL

BmEATE o

b.  Significant financing component b. EAGEIZS
HKFRS 15 requires an entity to adjust the transaction price BEEMBHRESLENFEISHERER
for the time value of money when a contract contains a RENBEERNREN D BEREEE
significant financing component, regardless of whether the MEERAERFHER  ERlElER
payments from customers are received significantly in NHRE SRR ERRNBIRATSHOA
advance of revenue recognition or significantly deferred. TRIEER
Previously, the Group only applied such a policy when L AT - AN 52 B A BROK R IE B B
payments were significantly deferred, which was not common (B AREFBEEZEE 2 T
in the Group’s arrangements with its customers. The Group PER)BRMZFEER - REE &
did not apply such a policy when payments were received in T FER BT AR SR AN RZ Z UK ©
advance.
It is not common for the Group to receive payments EASEEEZEFPHLYFR  AEBER
significantly in advance of revenue recognition over one year Uiz 2o T SR PR A 2 T MBS B T
in the Group’s arrangements with its customers. R o
The adoption of HKFRS 15 does not have a significant impact KBV B REEAFE155FE A
on when the Group recognises financing component from SEBRALEER E’J & BB ) A
sale of goods and this change in accounting policy had no WHREBATE BZEGHBERNE
material impact on opening balance as at 1 January 2018. PEN T \F—A—BHNE

BRIEERNTE o
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For the year ended 31 December 2018
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o

2.

APPLICATION OF NEW AND REVISED HONG 2
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) —

HKFRS 15, Revenue from contracts with customers

— Continued

Continued

BRMBRELELE

BRZBA — &

KA REETERMBREE

ATEEMBREER]D — &

£1555  REEF

c. Presentation of contract assets and liabilities c. ZIEHEERERE

Under HKFRS 15, a contract liability, rather than a payable, is RIBEREMIEREAERIFE155 - £
recognised when a customer pays consideration, or is ANEBEEAHABWESH > PO X
contractually required to pay consideration and the amount is REFZBRESOHAZIMRELZR
already due, before the Group recognises the related BRI - ARERE L aEmIE

revenue. The impact on the Group’s financial position by the FERTFRIE o BRANE B E RS
application of HKFRS 15 as compared to HKAS 18 that was 15EZENNEEE AAKRE
previously in effect before the adoption of HKFRS 15 is as BERG A RAR I EI A ERE

follows: HEENENALE -

HKAS 18 HKFRS 15
carrying amount Carrying amount
31 December 1 January
2017 Reclassification 2018
B
BB GEEL B 7% R &2 )
E185RARmE(E F 155 EREE
—tF —T—+F
+-A=+—8 =S T-A=1—H
RMB’000 RMB’000 RMB’000
ARETTT ARETT AREFT
Receipt in advances TR FRIA 207 (207) -
Contract liabilities AREE - 207 207
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

New and revised HKFRSs issued but not yet effective

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

HKFRS 16 Leases!

HKFRS 17 Insurance Contracts?

K (IFRIC)-Int 23 Uncertainty over Income Tax
Treatments'

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture?®

Amendments to
HKFRS 10 and HKAS 28

Amendments to HKAS 19 Plan Amendment, Curtailment or
settlement"

Long-term Interests in Associates
and Joint Ventures'

Annual Improvements to

HKFRSs 2015-2017 Cycle!

Amendments to HKAS 28

Amendments to HKFRSs

! Effective for annual periods beginning on or after 1 January 2019
2 Effective for annual periods beginning on or after 1 January 2021
s Effective for annual periods beginning on or after a date to be determined

Except for the new and amendments to HKFRSs and
interpretations mentioned below, the directors of the Company
anticipate that the applications of all other new and amendments to
HKFRSs and interpretations 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.
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2.

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

New and revised HKFRSs issued but not yet effective
— Continued

HKFRS 16 “Leases” — Continued

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.

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 the 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. Under the
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 and operating cash flows.

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.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) — Continued

New and revised HKFRSs issued but not yet effective
— Continued

HKFRS 16 “Leases” — Continued

As at 31 December 2018, the Group has non-cancellable operating
lease commitments of approximately RMB34,000 as disclosed in
Note 35. A preliminary assessment indicates that these
arrangements will meet the definition of a lease under HKFRS 16,
and hence the Group will recognise a right-of-use asset and a
corresponding liability in respect of all these leases unless they
qualify for low value or short-term leases upon the application of
HKFRS 16.

In addition, the application of new requirements may result 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.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with all applicable individual HKFRSs, which is a
collective term that includes all applicable individual HKFRSs, Hong
Kong Accounting Standards (“HKASs”) and interpretations issued
by the HKICPA, accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong
Companies Ordinance (“CO”). These consolidated financial
statements also comply with the applicable disclosure provisions of
Rules Governing the Listing of Securities on the GEM of The Stock
Exchange of Hong Kong (“GEM Listing Rules”).
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3. SIGNIFICANT ACCOUNTING POLICIES — Continued

Basis of preparation

(a)

Going concern

During the year, the Group incurred a net loss for the year of
approximately RMB1,133,000. At 31 December 2018, the
Group had net current liabilities of approximately
RMB334,000 and capital deficiency of approximately
RMB41,840,000. These conditions indicate the existence of
a material uncertainty which may cast significant doubt on the
Group’s ability to continue as a going concern and therefore
it may be unable to realise its assets and discharge its liability
in the normal course of business. Nevertheless, the Directors
are of the opinion that the Group will have sufficient working
capital to meet its financial obligations as and when they fall
due for the next twelve months from the date of approval of
these consolidated financial statements on the basis that:

(i) The Directors will strengthen to implement measures
aiming of improving the working capital and cash flows
of the Group including closely monitoring the general
administrative expenses and operating costs;

(i) a major shareholder of the Company confirms to
provide adequate financial support to the Group as is
necessary to ensure its continuing operation for a
period at least twelve months from the date of this
report;

(i) to raise funds by way of issuing additional equity or
debt securities; and

(iv)  to negotiate with certain bankers to obtain additional
banking facilities, if necessary.

Accordingly, the Directors are of the opinion that it is
appropriate to prepare the consolidated financial statements
on a going concern basis. Should the Group be unable to
continue to operate as a going concern, adjustments would
have to be made to the consolidated financial statements to
write down the value of assets to their recoverable amounts,
to provide for further liabilities which might arise and to
reclassify non-current assets and liabilities as current assets
and liabilities respectively. The effect of these adjustments
have not been reflected in the consolidated financial
statements.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Basis of preparation — Continued

(b)

Historical cost basis of preparation

The consolidated financial statements have been prepared on
the historical cost basis.

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

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 or value in use in HKAS 36.

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:

° 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.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

The principal accounting policies are set out below:
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;

° 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.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance.

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.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s
statement of financial position at cost less accumulated impairment
loss, if any.

Revenue recognition (accounting policies applied from 1
January 2018)

Revenue from contracts with customers is recognised when control
of goods or services is transferred to the customers at an amount
that reflects the consideration to which the Group expects to be
entitled in exchange for those goods or services, excluding those
amounts collected on behalf of third parties. Revenue excludes
value added tax or other sales taxes and is after deduction of any
trade discounts.

Depending on the terms of the contract and the laws that apply to
the contract, control of the goods or service may be transferred
over time or at a point in time. Control of the goods or service is
transferred over time if the Group’s performance:

o provides all of the benefits received and consumed
simultaneously by the customer;

o creates or enhances an asset that the customer controls as
the Group performs; or

o 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 control of the goods or services transfers over time, revenue is
recognised over the period of the contract by reference to the
progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a point in time when
the customer obtains control of the goods or service.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Revenue recognition (accounting policies applied from 1
January 2018) — Continued

When the contract contains a financing component which provides
the customer a significant benefit of financing the transfer of goods
or services to the customer for more than one year, revenue is
measured at the present value of the amounts receivable,
discounted using the discount rate that would be reflected in a
separate financing transaction between the Group and the
customer at contract inception. Where the contract contains a
financing component which provides a significant financing benefit
to the Group, revenue recognised under that contract includes the
interest expense accreted on the contract liability under the
effective interest method. For contracts where the period between
the payment and the transfer of the promised goods or services is
one year or less, the transaction price is not adjusted for the effects
of a significant financing component, using the practical expedient
in HKFRS 15.

Sales of controller systems for electronic equipment and
electronic component and subassembly for electronic
appliances

Customers obtain control of the controller systems for electronic
equipment and electronic component and subassembly for
electronic appliances when the goods are delivered to and have
been accepted. Revenue is thus recognised upon when the
customers accepted the products. There is generally only one
performance obligation. Invoices are usually payable within 90
days. In the comparative period, revenue from sales of goods is
recognised on transfer of risks and rewards of ownership, which
was taken as at the time of delivery and the title is passed to
customer.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Revenue recognition (accounting policies applied from 1
January 2018) — Continued

Contract assets and liabilities

A contract asset represents the Group’s right to consideration in
exchange for services that the Group has transferred to a customer
that is not yet unconditional. In contrast, a receivable represents
the Group’s unconditional right to consideration, i.e. only the
passage of time is required before payment of that consideration is
due.

A contract liability represents the Group’s obligation to transfer
services to a customer for which the Group has received
consideration (or an amount of consideration is due) from the
customer.

Revenue recognition (accounting policies applied until
31 December 2017)

Revenue is measured at the fair value of the consideration received
or receivable. Revenue is reduced for discounts and sales related
taxes.

Sales of goods
Revenue from the sale 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;

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

o the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
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F-N\ET A=t -ALEE
SIGNIFICANT ACCOUNTING POLICIES — Continued

Revenue recognition (accounting policies applied until
31 December 2017) — Continued

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.

Plant and equipment

Plant and equipment are stated in the consolidated statement of
financial position at cost, less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if
any.

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

An item of 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 plant and equipment is determined as
the difference between the sales proceeds and the carrying amount
of the asset and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Impairment losses on tangible assets

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible 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.

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.

When 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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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 lessor

Rental income from operating leases is recognised on a straight-
line basis over the term of the relevant lease. Initial direct costs
incurred in negotiating and arranging an operating lease are added
to the carrying amount of the leased asset and recognised on a
straight-line basis over the lease term.

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. Contingent
rentals arising under operating leases are recognised as an
expense in the period in which they are incurred.

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, except where another
systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the entity’s functional currency
(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 carried at fair value that are denominated in foreign currencies
are retranslated at the rates prevailing at the date when the fair
value was determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. RMB) using exchange rates prevailing at the end of each
reporting period. Income and expense items are translated at the
average exchange rates for the period. Exchange differences
arising, if any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sale, are capitalised as part of the cost of those assets, until
such time as the assets are substantially ready for their intended
use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for
capitalisation.

To the extent that funds are borrowed generally and used for the
purpose of obtaining a qualifying asset, the amount of borrowing
costs eligible for capitalisation is determined by applying a
capitalisation rate to the expenditures on that asset. The
capitalisation rate is the weighted average of the borrowing costs
applicable to the borrowings of the Group that are outstanding
during the period, other than borrowings made specifically for the
purpose of obtaining a qualifying asset.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Taxation

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

Current tax

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from “profit before taxation” as reported in the
consolidated statement of profit or loss and other comprehensive
income because of items of income or expense that are taxable or
deductible in other years and items that are never taxable or
deductible. The Group’s 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 bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences
can be utilised.

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

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

Taxation — Continued

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 rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

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

Current tax and deferred tax for the year

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

Inventories

Inventories are stated at the lower of cost and net realisable value.
Costs of inventories are determined on a first-in-first-out method.
Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to make the sale.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments recognition (accounting policies
applied from 1 January 2018)

Financial assets

A financial asset (unless it is a trade receivable without a significant
financing component) is initially measured at fair value plus, for an
item not at fair value through profit or loss (“FVTPL”), transaction
costs that are directly attributable to its acquisition or issue. A trade
receivable without a significant financing component is initially
measured at the transaction price.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or
convention in the market place.

Financial assets with embedded derivatives are considered in their
entirely when determining whether their cash flows are solely
payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the
Group’s business model for managing the asset and the cash flow
characteristics of the asset. There are three measurement
categories into which the Group classifies its debt instruments:

Amortised cost: Assets that are held for collection of contractual
cash flows where those cash flows represent solely payments of
principal and interest are measured at amortised cost. Financial
assets at amortised cost are subsequently measured using the
effective interest rate method. Interest income, foreign exchange
gains and losses and impairment are recognised in profit or loss.
Any gain on derecognition is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments recognition (accounting policies
applied from 1 January 2018) — Continued

Debt instruments — Continued

Fair value through other comprehensive income (“FVOCI”): Assets
that are held for collection of contractual cash flows and for selling
the financial assets, where the assets’ cash flows represent solely
payments of principal and interest, are measured at FVOCI. Debt
investments at fair value through other comprehensive income are
subsequently measured at fair value. Interest income calculated
using the effective interest rate method, foreign exchange gains
and losses and impairment are recognized in profit or loss. Other
net gains and losses are recognised in other comprehensive
income. On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.

Fair value through profit or loss (“FVTPL”"): Financial assets at fair
value through profit or loss include financial assets held for trading,
financial assets designated upon initial recognition at fair value
through profit or loss, or financial assets mandatorily required to be
measured at fair value. Financial assets are classified as held for
trading if they are acquired for the purpose of selling or
repurchasing in the near term. Derivatives, including separated
embedded derivatives, are also classified as held for trading unless
they are designated as effective hedging instruments. Financial
assets with cash flows that are not solely payments of principal and
interest are classified and measured at fair value through profit or
loss, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortised cost or at
fair value through other comprehensive income, as described
above, debt instruments may be designated at fair value through
profit or loss on initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments recognition (accounting policies
applied from 1 January 2018) — Continued

Equity instruments

On initial recognition of an equity investment that is not held for
trading, the Group could irrevocably elect to present subsequent
changes in the investment’s fair value in other comprehensive
income. This election is made on an investment-by-investment
basis. Equity investments at fair value through other comprehensive
income are measured at fair value. Dividend income are recognised
in profit or loss unless the dividend income clearly represents a
recovery of part of the cost of the investments. Other net gains and
losses are recognised in other comprehensive income and are not
reclassified to profit or loss. All other equity instruments are
classified as FVTPL, whereby changes in fair value, dividends and
interest income are recognised in profit or loss.

Impairment loss on financial assets

The Group recognises loss allowances for expected credit loss
(“ECL”) on trade receivables, contract assets, financial assets
measured at amortised cost and debt investments measured at
FVOCI. The ECLs are measured on either of the following bases: (1)
12 months ECLs: these are the ECLs that result from possible
default events within the 12 months after the reporting date: and (2)
lifetime ECLs: these are ECLs that result from all possible default
events over the expected life of a financial instrument. The
maximum period considered when estimating ECLs is the
maximum contractual period over which the Group is exposed to
credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit
losses are measured as the difference between all contractual cash
flows that are due to the Group in accordance with the contract
and all the cash flows that the Group expects to receive. The
shortfall is then discounted at an approximation to the assets’
original effective interest rate. The Group has elected to measure
loss allowances for trade receivables and contract assets using
HKFRS 9 simplified approach and has calculated ECLs based on
lifetime ECLs. The Group has established a provision matrix that is
based on the Group’s historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic
environment.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments recognition (accounting policies
applied from 1 January 2018) — Continued

Impairment loss on financial assets — Continued

For other debt financial assets, the ECLs are based on the
12-months ECLs. However, when there has been a significant
increase in credit risk since origination, the allowance will be based
on the lifetime ECLs.

When determining whether the credit risk of a financial asset has
increased significantly since initial recognition and when estimating
ECL, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information analysis,
based on the Group’s historical experience and informed credit
assessment and including forward-looking information.

The Group assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.

The Group considers a financial asset to be credit-impaired when:
(1) the borrower is unlikely to pay its credit obligations to the Group
in full, without recourse by the Group to actions such as realising
security (if any is held); or (2) the financial asset is more than 90
days past due.

Interest income on credit-impaired financial assets is calculated
based on the amortised cost (i.e. the gross carrying amount less
loss allowance) of the financial asset. For non credit-impaired
financial assets interest income is calculated based on the gross
carrying amount.

Financial liabilities

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.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments recognition (accounting policies
applied from 1 January 2018) — Continued

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and other
payables, amount due to former directors, other borrowings and
amount due to a major shareholder, 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.

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

The Group derecognises a financial asset when the contractual
rights to the future cash flows in relation to the financial asset expire
or when the financial asset has been transferred and the transfer
meets the criteria for derecognition in accordance with HKFRS 9.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments recognition (accounting policies
applied from 1 January 2018) — Continued

Derecognition — Continued

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.

Financial instruments (accounting policies applied until
31 December 2017)

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments (accounting policies applied until
31 December 2017) — Continued

Financial assets

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

Effective interest method

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

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

Loans and receivables

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

Interest income is recognised by applying the effective interest rate,
except for short-term receivable where the recognition of interest
would be immaterial.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments (accounting policies applied until
31 December 2017) — Continued

Impairment of financial assets

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

For financial assets, objective evidence of impairment could include:

o significant financial difficulty of the issuer or counterparty; or

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

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

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

For certain categories of financial assets, such as trade receivables
and other receivables, assets are assessed for impairment on a
collective basis even if they were not to be impaired individually.
Objective evidence of impairment for a portfolio of receivables could
include the Group’s past experience of collecting payments, an
increase in the number of delayed payments in the portfolio past
the average credit period of 90 days and observable changes in
national or local economic conditions that correlate with default on
receivables.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments (accounting policies applied until
31 December 2017) — Continued

Impairment of financial assets — Continued

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

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

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

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment
loss is reversed through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is reversed
does not exceed what the amortised cost would have been had the
impairment not been recognised.
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SIGNIFICANT ACCOUNTING POLICIES — Continued 3.

Financial instruments (accounting policies applied until
31 December 2017) — Continued

Financial liabilities and equity instruments
Classification as debt or equity

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

Equity instruments

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

Other financial liabilities

Other financial liabilities (including trade payables, other payables,
amount due to a director/former director/a major shareholder,
dividends payables, other borrowings and loan from a major
shareholder) are subsequently measured at amortised cost using
the effective interest method.

Effective interest method

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

Interest expense is recognised on an effective interest basis.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Financial instruments (accounting policies applied until
31 December 2017) — Continued

Derecognition

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

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

On derecognition of a financial asset other than in its entirety, the
Group allocates the previous carrying amount of the financial asset
between the part it continues to recognise, and the part it no longer
recognises on the basis of the relative fair values of those parts on
the date of the transfer. The difference between the carrying
amount allocated to the part that is no longer recognised and the
sum of the consideration received for the part no longer recognised
and any cumulative gain or loss allocated to it that had been
recognised in other comprehensive income is recognised in profit
or loss. A cumulative gain or loss that had been recognised in other
comprehensive income is allocated between the part that continues
to be recognised and the part that is no longer recognised on the
basis of the relative fair values of those parts.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or expire. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES — Continued
Provisions and contingent liabilities

Provisions are recognised when the Group has a present obligation
(legal or constructive) as a result of a past event, it is probable that
the Group will be required to settle that obligation, and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of
the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the
cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the effect of
the time value of money is material).

When some or all of the economic benefits required to settle a
provision are expected to be recovered from a third party, a
receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable
can be measured reliably.

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the
occurrence or nonoccurrence of one or more uncertain future
events not wholly within the control of the Group. It can also be a
present obligation arising from past events that is not recognised
because it is not probable that outflow of economic resources will
be required or the amount of obligation cannot be measured
reliably.

A contingent liability is not recognised but is disclosed in the notes
to the consolidated financial statements. When a change in the
probability of an outflow occurs so that outflow is probable, it will
then be recognised as a provision.

Retirement benefits costs

Payments to Mandatory Provident Fund Scheme and state-
managed retirement benefits schemes are recognised as an
expense when employees have rendered services entitling them to
the contributions.
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SIGNIFICANT ACCOUNTING POLICIES — Continued

Cash and cash equivalents
Bank balances and cash in the consolidated statement of financial
position comprise of cash on hand and at banks with a maturity of
three months or less. For the purpose of the consolidated
statement of cash flows, cash and cash equivalents consist of cash
and short-term deposits as defined above.
Related parties
A related party is a person or entity that is related to the entity that
is preparing its financial statements (“reporting entity”).
(@) A person or a close member of that person’s family is related
to a reporting entity if that person:
(i) has control or joint control over the reporting entity;

(i) has significant influence over the reporting entity; or

(i) is a member of the key management personnel of the
reporting entity or of a parent of the reporting entity.

(b)  An entity is related to a reporting entity if any of the following
conditions applies:

()  The entity and the reporting entity are members of the
same group (which means that each parent, subsidiary
and fellow subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of a
group of which the other entity is a member).

(iiiy  Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.
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3. SIGNIFICANT ACCOUNTING POLICIES — Continued 3. EASGEX — &

Related parties — Continued BER — &
(b)  An entity is related to a reporting entity if any of the following (b) (HEERE THIEMGE - BNE
conditions applies: — Continued ERAHE: — &
(v)  The entity is a post-employment benefit plan for the V) ZERLAERETENHIZRE
benefit of employees of either the reporting entity or an RERENEEREREREF
entity related to the reporting entity. If the reporting et B ETE - 2
entity is itself such a plan, the sponsoring employers are BEEAT BBEBEFE
also related to the reporting entity. AR EDNEETHERE
BEHE

(v)  The entity is controlled or jointly controlled by a person (Vi)
identified in (a).

B () TAPT A ) A T2
R o

o X

\tt i

(vi) A person identified in (g)(i) has significant influence over (vii)

Qi) BT A LW EEA

the entity or is a member of the key management BEAFERRZER(UZE
personnel of the entity (or of a parent of the entity). BHEBRARMNEEBTEEA
(vii)  The entity, or any member of a group of which it is a (vii) ZEBIEMBEEETEM
part, provides key management personnel services to ERRMREEEAREE
the reporting entity or to the parent of the reporting BzEARREBREIESTEREA
entity. B AR o
Close members of the family of a person are those family members FATHIHREREZEER ZFREEA
who may be expected to influence, or be influenced by, that person HEZNTHZZATHENREKE -

in their dealings with the entity.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in Note 3, the Directors 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 associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimated and underlying assumptions are reviewed on an on-
going basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Critical judgement in applying accounting policies

The following is the critical judgement, apart from those involving
estimation (see below), that the Directors have made in the process
of applying the Group accounting policies and that have the most
significant effect on the amounts recognised in the consolidated
financial statements.

Going concern consideration

The assessments of the going concern assumptions involve making
judgement by the Directors, at a particular point of time, about the
future outcome of events or conditions which are inherently
uncertain. The Directors consider that the Group has the ability to
continue as a going concern and the major events or conditions,
which may give rise to business risks, that individually or collectively
may cast significant doubt about the going concern assumptions
are set out in Note 3 to the consolidated financial statements.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and
other key sources of estimation uncertainly at the end of the
reporting period, that may have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities
within the next financial year.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
— Continued

Key sources of estimation uncertainty — Continued
Provision of ECL for trade receivables

The Group uses provision matrix to calculate ECL for the trade
receivables. The provision rates are based on internal credit ratings
as groupings of various debtors that have similar loss patterns. The
provision matrix is based on the Group’s historical default rates
taking into consideration forward-looking information that is
reasonable and supportable available without undue costs or effort.
At every reporting date, the historical observed default rates are
reassessed and changes in the forward-looking information are
considered. In addition, trade receivables with significant balances
and credit impaired are assessed for ECL individually.

The provision of ECL is sensitive to changes in estimates. The
information about the ECL and the Group’s trade receivables are
disclosed in Notes 7 and 21.

An impairment loss of approximately RMBNil (2017: Reversal of
impairment loss of RMB103,000) was recognised for the year.

Allowance for inventories

The Directors review an aging analysis at the end of each reporting
period, and makes allowance for obsolete and slowing-moving
inventory items identified that are no longer suitable for sale. The
Directors estimate the net realisable value for finished goods based
primarily on the latest invoice prices and current market conditions.
The Group carries out an inventory review on a product-by-product
basis at the end of each reporting period and make allowance for
obsoletes items. An impairment loss of approximately RMBNIl
(2017: RMB647,000) was recognised for the year.

Provision for claim

During the current and prior years, the Group had been involved in
a dispute (Note 34). The Directors determine the provision for claim
based on their best estimates according to their understanding of
legal advice. Where the final outcome of the claim and negotiation
with the respective party is different from the estimation made by
the directors, such difference will impact the provision for claims in
the year in which such determination is finalised. As at 31
December 2018, the provision for claim was approximately
RMB86,000 (2017: RMB86,000).
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5. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to shareholders through optimisation of the debt and equity

balance.

The gearing ratio at the end of the reporting period was as follows:

EXEBER

AEFEEEBEEEANABERASEETH
EREFECEER  ANERELER
Mgz 2 BRI ERE - BREFREAK
B3 o

RMEHRNERBELRMT ¢

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000

ARBTR ARETT

Debts (Note (i)
Bank balances and cash

Net debt

Capital deficiency (Note (ii))

Net debt to equity ratio

Notes:

(i) Debts comprise amount due to a director/former director/a major shareholder,

&7 (P EE ()
RITEHRERE

FERS

B A AL (B AE (i)

AERE S R

other borrowings and loan from a major shareholder.

(ii) Capital deficiency includes all capital and reserves attributable to owners of the
Company.
* As the Group had a net deficiency in capital at 31 December 2018 and 2017,

the Group’s gearing ratio as at that date were not applicable. The directors of
the Company have given careful consideration on the measures currently
undertaken in respect of the Group’s liquidity position. The directors of the
Company believe that the Group will be able to meet in full its financial
obligations as they fall due based on the Group’s working capital sufficiency

plans.
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6.

FINANCIAL RISK MANAGEMENT B b B
Categories of financial instruments @I BEER
2018 2017
“B-N\F —T—+%F
RMB’000 RMB’000
AR¥T T ARBFIT
Financial assets SREE
Financial assets at amortised cost BESRKN AT ERMEE 18,754 -
Loan and receivables B BER
(including bank balances and cash) (BRERITERRES) = 26,566
Financial liabilities =L
Financial liabilities at amortised cost REBERAYIRZ CRBE 66,628 69,376

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include trade and bills
receivables, deposits and other receivables, bank balances and
cash, trade payables, other payables and accruals, dividend
payable, amount due to a director/former director/a major
shareholder, other borrowings and loan from a major shareholder
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 timely and effective manner.

Currency risk

The Group operates in the PRC with most of the transactions
denominated and settled in RMB and USD. The Group’s foreign
currency is mainly HKD. The Group has certain portion of the bank
balances and cash and amount due to a director/former director
that are denominated in currencies other than the functional
currency to which they relate.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES — Continued

Currency risk — Continued

The following table shows the Group’s exposure at the end of
reporting period to currency risk arising from recognised assets and
liabilities denominated in a currency other than the functional
currency of the entity to which they relate.

MHEMREENEERBEK — &

e E S — &

TRINFAEERREHROEREER
E1%(tAﬁiZ?FHEﬁE’JE%ﬁE’JU}ﬁE%%L‘M\\E’U
BHETHE) PTIBEB R R -

2018 2017

—E-N\F —E—+F

RMB’000 RMB’000

AR¥T T ARBTFT

Assets BE = 164
Liabilities atE - 2,273

The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arise.

Interest rate risk

The Group do not expose any fair value interest rate risk in relation
to fixed-rate bank borrowings for the year ended 31 December
2018 and 2017.

The Group is also exposed to cash flow interest rate risk in relation
to its variable rate bank balances. The Group considered that the
effect of the cash flow interest rate is minimal and no sensitivity
analysis to interest rate risk is presented.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES — Continued

Credit risk

At 31 December 2018 and 2017, the Group’s maximum exposure
to credit risk which will cause a financial loss to the Group due to
the failure to discharge an obligation by the counterparties is arising
from the carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial position.

The Group reviews the recoverable amount of each individual trade
and other debtor at the end of each reporting period to ensure that
adequate impairment losses are made for irrecoverable amounts. In
this regard, the Directors consider that the Group’s credit risk is
significantly reduced.

The Group has concentration of credit risk as 49% (2017: 72%)
and 100% (2017: 98%) of the total trade receivables was due from
the Group’s largest customer and the five largest customers
respectively.

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

The Group measures loss allowances for trade receivables at an
amount equal to lifetime ECLs, which is calculated using a provision
matrix. As the Group’s historical credit loss experience does not
indicate significantly different loss patterns for different customer
segments, the loss allowance based on past due status is not
further distinguished between the Group’s different customer
bases.
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7. FINANCIAL RISK MANAGEMENT OBJECTIVES 7. HBRAKREENEERBEK — &
AND POLICIES — Continued
Credit risk — Continued FERk — &
The following table provides information about the Group’s TEREBRTAEER=_ZE—NF+=A
exposure to credit risk and ECLs for trade receivables as at 31 =+—H E‘Jfﬁﬁﬂf%&f’f%}?&l& S IE 78 HA
December 2018: EEEEE
Expected Gross Net
credit loss rate  carrying amount  Loss allowance carrying amount
B EEFRER BEELE FERfE FEESE
% RMB'000 RMB'000 RMB'000
% AREFT ARBTT AREFL
Provision on individual basis Notes BREE N
Over 180 days past due AEEBI180K 0% 1,917 - 1,917
Provision on collective basis BREE
Current not past due) EAT(REH) 0% 6,198 - 6,198
Within 90 days past due BHOKA 0% - - -
91 10 180 days past due BHNE180K 30% = - -
Over 180 days past due AEBA180K 100% 343 (343) -
8,458 (343) 8,115
Note: P E -

As at 31 December 2018, trade receivables that are individually significant have been
separately assessed for impairment. The Group makes periodic assessments on the
recoverability of the receivables based on the background and reputation of the
customers, historical settlement records and past experience. The directors are of the

opinion that the credit risk of these receivables is low due to the sound collection
history of the receivables due from them. Therefore, expected credit loss rate of these
receivables is assessed to be close to zero and no provision was made for the year

ended 31 December 2018.
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For the year ended 31 December 2018
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7.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES — Continued

Credit risk — Continued

In the prior year, the impairment of trade receivables was assessed
based on the incurred loss model. Individual receivables which
were known to be uncollectible were written off by reducing the
carrying amount directly. The other receivables were assessed
collectively to determine whether there was objective evidence that
an impairment had been incurred but not yet been identified. For
these receivables the estimated impairment losses were recognised
in a separate provision for impairment. The Group considered that
there was evidence of impairment if any of the following indicators
were present:

° significant financial difficulties of the debtor;

o probability that the debtor will enter bankruptcy or financial
reorganization; and

o default or late payments (more than 30 days overdue).
Liquidity risk

The Group is exposed to liquidity risk as at 31 December 2018 as
its financial assets due within one year was less than its financial
liabilities due within one year. The Group had net current liabilities
of approximately RMB334,000 as at 31 December 2018. The
liquidity of the Group depends upon the positive cash flows
expected to be generated from the Group’s future operations and
successfully obtain new working capital in order to meet the
Group’s future working capital and financial requirements. Details of
which are set out in Note 3.

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities based on the
agreed repayment dates. The table has been drawn up based on
the undiscounted cash flows of financial liabilities based on the
earliest date on which the Group can be required to pay. The table
includes both interest and principal cash flows. To the extent that
interest flows are floating rate, the undiscounted amount is derived
from interest rate curve at the end of the reporting period.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES — Continued

7. MREREENEERBEK — &

Liquidity tables REBEL K
Within 1 year Between Between Total
or repayable 1and 2 2and5 undiscounted Carrying
on demand years years cash flow amounts
L REBRH
REXEE -FEZRE WMEZLE HERELE BuE
RMB'000 RMB’000 RMB'000 RMB'000 RMB’000
AREFTT AREFT AREFTL AREFTL ARBTTL
At 31 December 2018 W=8-N\E+=B=+-H
Other financial liabiities at BT 2 Kt
amortised cost: ¢HEE:
Trade payables ERES5RD 10,580 - - 10,580 10,580
Other payables and accruals HibENERRREASRR 2,224 - - 2,224 2,224
Amount due to a major shareholder ~ ER —& X ERFFE 7,843 - - 7,843 7,843
Dividends payables ERE 4,440 - - 4,440 4,440
Loan from a major shareholder FE-ZIZREZER - 46,000 - 46,000 4,541
25,087 46,000 - 71,087 66,628
At 31 December 2017 R=Z2-tF+ZB=1+-H
Other financial liabilties at REERARSR 2 Bt
amortised cost: tHEE:
Trade payables EREHER 14,799 - - 14,799 14,799
Other payables and accruals HitERRI e RR 7,564 - - 7,564 7,564
Amount due to a director EN—2EZHE 539 - - 539 539
Amount due to a former director ERN—ZHEST AIE 1,775 - - 1775 1,775
Amount due to a major shareholder BN —Z T ERE T 275 - - 275 275
Dividends payables FERRE 4,440 - - 4,440 4,440
Other borrowings HiifgE 1,520 - - 1,520 1,520
Loan from a major shareholder RE—ZTEREZER - - 46,000 46,000 38,464
30912 - 46,000 76912 60,376
ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO 123
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8. FAIR VALUE

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

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

° the fair value of other financial assets and financial liabilities
(excluding derivate instruments) is determined in accordance
with generally accepted pricing models based on discounted
cash flow analysis using prices from observable current
market transactions and dealer quotes for similar instruments;
and

° the fair value if non-optional derivative instrument is calculated
using quoted prices where such prices are not available, the
fair value is estimated using discounted cash flow analysis
and the applicable curve for the duration of the instruments.
For option based derivative, the fair value is estimated using
option pricing model (for example, the Binomial model).

The Directors consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the
consolidated financial statements approximate to their fair values
due to their short-term maturities.
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9. REVENUE AND OTHER INCOME 9. WHEKRHEMWA
Revenue, which is also the Group’s turnover, represents the net W (IhEAEB 2 S %E5E) 5 AREE R
amounts received and receivable for goods sold by the Group to ARPHEERAE U K & U R ZBR 47
outside customers, net of discounts and sales related taxes. MKk EHERENTRIERAFRE -
An analysis of the Group’s revenue and other income for the year REE M FE WG REMPASTAT

are as follows:

Revenue from contracts with customers within the BERAUBREEAF15FEERER
scope of HKFRS 15 Fa#rks
2018 2017
—F-N\F T tF
RMB’000 RMB’000
AR¥T T AREFT
Revenue e
Sales of controller systems for electronic HEETRBLEFTHN
equipment and electronic component ZHIREGERET
and subassembly for electronic R
appliances 61,706 44,529

Timing of revenue recognition

At point in time T B ) B U S T AR B 2 61,706 44,529
Other income H A A
Bank interest income HRITH B A 5 2
Sundry income B 72 12
77 14
Note: The Group has initially applied HKFRS 15 using the cumulative effect method. M3 . AEBEBRRARBEEXVI AR LN KRS
Under this method, the comparative information is not restated and was ARIE155  IRIEZ % - LEERI RS -
prepared in accordance with HKAS 18. WERBEESHLAE18RE -

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO

125

DipAR P e S BR AR




Notes to the Consolidated Financial Statements

T A

= BRIt

For the year ended 31 December 2018

HE—

10.

126

F-N\E+-A=1+—HLFE
SEGMENT INFORMATION

For management purpose, the Group operates in one business unit
based on its products, and has only one reportable and operating
segment which is controller systems for electronic equipment and
electronic component and subassembly for electronic appliances.

Geographical information

The Group’s business is primarily operated in the PRC. All of the
Group’s revenue is attributable to customers in the PRC.

An analysis of the carrying amount of segment assets by
geographical area in which the assets are located has not been
presented as they are all located in the PRC.

Major customers

Turnover from customers of the corresponding years contributing
over 10% of the total turnover of the Group are as follows:

10.

2 ERE

REEMS  NEBREEMAE %5

B LERE — BT RRREES
EIB EDEE.% 1%&%%E1¢WTI%UDD/%
&EE%}EHDD EIB’T#

B E R

AEENEBEIBETELE - AF
W2 BOREPENEP °

i

2z

HREMOEEECN PR - SOk ER

BEMAER 25 BRREERN DT

FEEF

RIERFE  REGAEERLEZERR
TBE10% MEF Z EEBEINWT -

2018 2017

—E-N\F —T—+tF

RMB’000 RMB’000

AR¥T AREF T

Customer A ZEA 29,333 27,643

Customer B Z2FB 18,027 -

Customer C Z2FEC - 4,861

Customer D ZFED - 4,368
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11. OTHER GAINS AND LOSSES

11. Hittl= R EE

2018 2017
—E-N\EF T —tF
RMB’000 RMB’000
AR¥T T AREF T
Reversal of impairment loss on EUE SR FURE B[R
trade receivables - 103
Written off of trade and other receivables 5 FEUE 5 AR 3k Ko EL At FE AR X - (503)
Written off of paid in advances HWEEE A TR FRIE - (156)
- (556)
12. FINANCE COSTS 12. BERE
2018 2017
—E-N\F 2+
RMB’000 RMB’000
AR®ET T AREFTT
Imputed interest expense on loan from RE—REERFEERZ
a major shareholder fHETF 2R 3,077 1,948

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO
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HE_Z-\F+_A=+—HILFE

13. LOSS BEFORE TAXATION

13. BRBATEE

2018 2017
—E-N\E —E—+tF
RMB’000 RMB’000

ARBTR ARETT

Loss before taxation has been arrived BrTERTETHE 2 Nk
at after charging: LATRIER -
Staff costs, excluding chairman, directors’ and 8 LA (TBIFEEE -
supervisors’ emoluments EEREEHS)
— Salaries, wages and other benefits in kind  — #& « TE R EMEYWEF 1,086 1,314
— Retirement benefits scheme contributions — — & {i4& F1| 5+ 21 i 5% 91 60
Total staff costs BB TR 1,177 1,374
Depreciation of plant and equipment B K& EITE 29 36
Auditor’s remuneration ZEAE 2 536 500
Cost of inventories recognised E R AR ERA
as an expense 57,602 43,869
Net foreign exchange losses HNE B 1RFER 10 5
Operating lease rentals on premises MEHKEHEERS 55 61
14. INCOME TAX EXPENSE 14. FiEHMAX
2018 2017
=E-N\F —E—+F
RMB’000 RMB’000

ARBTR ARBTT

PRC enterprise income tax AR 1 TSR
— Current year —REE

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 Company and the PRC subsidiaries is 25% from 1 January
2008 onwards.

According to the normal statutory PRC corporate income tax and
relevant rules, certain subsidiaries of the Company have been
qualified as small low-profit enterprises which can enjoy 10%
preferential tax rate in the related period, for the years ended 31
December 2018 and 2017.
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15.

F-N\ET A=t -ALEE

INCOME TAX EXPENSE — Continued 14.

Hong Kong profits tax is calculated at 16.5% of the estimated

Fekim< — &

B MBI F A5 RS A/

assessable profit for the year. No provision for Hong Kong profits 16.5%:TE c BN AEERBE T — )\
tax was made for the year ended 31 December 2018 and 2017 as FRZE—+F+ZA=F+T—HLEFEL
the Group did not generate any assessable profits arising in Hong REBAEEEMBERTEN - I ER
Kong for that year. ZEERBBNEHE 2B -
The income tax expense for the year can be reconciled to the loss FRMEHAXAEGEER REMEE
before taxation per the consolidated statement of profit or loss and W RFAHIBR R E B SR T -
other comprehensive income as follows:
2018 2017
—F-N\F T tF
RMB’000 RMB’000
AR¥T T AREFT
Loss before taxation FREL RIS 18 (1,106) (7,117)
Tax at the applicable tax rate of 25% RiE AT E25%
(2017: 25%) (ZZT—+F : 25%):THE
TR IR (277) (1,779)
Effect of different tax rates of subsidiaries THARAEREZEH
operating in other jurisdictions MBARMMERE=RENTE 10 93
Tax effect of expenses not deductible MBI E AR A A
for tax purposes e 324 351
Tax effect of unused tax losses not AEREFEEZENTH R E
recognised 133 1,480
Statutory tax concession EERUESR (103) 87)
Tax effect of income not subject to IR ENIIRA T S &
tax purpose (60) -
Income tax expense for the year FRAEHREX 27 58
DIVIDENDS 15. K&

No dividend was paid or proposed for the year ended 31 December
2018 (2017: Nil), nor has any dividend been proposed since the

end of the reporting period.
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For the year ended 31 December 2018
HE_Z-\F+_A=+—HILFE

16. STAFF COSTS (INCLUDING CHAIRMAN, 16. ET A (EBREEFE EERESE

DIRECTORS’ AND SUPERVISORS’ <)
EMOLUMENTS)

2018 2017

—E-N\F —E—+F

RMB’000 RMB’000

ARET T ARBFIT

Salaries, wages and other benefits in kind e LEREMEDER 1,276 1,509

Retirement benefits scheme contributions IRREFIET AR 91 60

1,367 1,569

Hong Kong

The Group operates a mandatory provident fund scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for its Hong Kong employees. The MPF
Scheme is a defined contribution retirement plan administered by
independent trustees, Under the MPF scheme, each of the Group
companies (the “employer”) in Hong Kong and its employees
makes monthly contribution to the scheme a 5% of the employee’s
earning as defined under the Mandatory Provident Fund Legislation.
The contributions from each of the employer and employees are
subject to a cap of HKD1,500 per month (2017: HKD1,500 per
month), a total contribution of approximately RMB5,000 (2017:
RMB29,000) was made by the Group in respect of this scheme.

The PRC, other than Hong Kong

As stipulated by rules and regulations in the PRC, the Company
and those subsidiaries, which operated in the PRC, are required to
contribute to a state-sponsored retirement plan for all its
employees. The state-sponsored retirement plan is responsible for
the entire pension obligations payable to all retired employees.
Under the state-sponsored retirement plan, the Group has no
further obligations for the actual pension payments or post-
retirement benefits beyond the annual contributions, a total
contribution of approximately RMB86,000 (2017: RMB31,000) was
made by the Group in respect of this scheme.
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HE—Z— )\F+-_A=+—HIFE

17. CHAIRMAN, DIRECTORS’ AND SUPERVISORS’ 17. £F ESREEME
EMOLUMENTS

Chairman, directors’ and supervisors’ emoluments ITE ESKESWE
The emoluments paid or payable to each of the seven (2017: ENSENER(ZE—EF  £R)EF
seven) chairman, directors and three (2017: three) supervisors were EFER=R(ZE—LF: =R)EFHH
as follows: T
Year ended 31 December 2018 BE—_ZE-\F+-A=+—HLEFE
Salaries, Retirement
allowances benefits
and benefits scheme
Name Fees in kind contributions Total
54 28 BIRER
#e g RENERN e @t
RMB’000 RMB’000 RMB’000 RMB’000

ARBTR AR%FR AREFR AR#FR

Executive directors HiTE=S

Mr. He Keng (Chairman) WEEE(LE) - - - -
Ms. Wu Shanhong Rz L - - - -
Mr. Chen Weigiang REREE - 38 - 38
Mr. Ding Cheng TREE - 38 - 38
Independent non-executive directors BIKHTES

Mr. Zhang Zhuoyong REKEE 36 - - 36
Mr. Zhang Tieyi BEEREE 36 - - 36
Mr. Kwok Kim Hung, Eddie Bl 49 - - 4
Supervisors Ex

Mr. Shi Huanmiao REELE - - - -
Mr. Zhang Shenggen RERTE = = - -
Mr. Chen Yuankang BRLERE = = = -
Total @ 114 76 - 190
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17. CHAIRMAN, DIRECTORS’ AND SUPERVISORS’ 17. & - EEREEME — &
EMOLUMENTS — Continued

Chairman, directors’ and supervisors’ emoluments I -EEREEMWE — &
— Continued
Year ended 31 December 2017 BE_E—+tF+-A=+—HIFE
Salaries, Retirement
allowances benefits
and benefits scheme
Name Fees inkind contributions Total
Fe 28 BB
#e e RENEN et by
RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARBTT ARBTT ARBTT

Executive directors BiTEE

Mr. He Keng (Chairman) BEA(LE) - - - -
Ms. Wu Shanhong SRt - 26 - 26
Mr. Chen Weigiang BRERLE - 2 - %
Mr. Ding Cheng TRESE - % - %
Independent non-executive directors BUEHTES

Mr. Zhang Zhuoyong REAEE 38 - - 38
Mr. Zhang Tieyi BERRE 38 - - 38
Mr. Kwok Kim Hung, Eddie PRELAE 43 - - 43
Supervisors Bz

Mr. Shi Huanmiao REELE - - - -
Mr. Zhang Shenggen RAEREE - - - -
Mr. Chen Yuankang (= i - - _ _
Total 3t 119 76 - 19
Note: fsT -

No directors and supervisors waived or agreed to waive any emoluments for the two BHE-_Z-—N\EER_FT—+F+_A=+—HIMW
years ended 31 December 2018 and 2017. BEFEETEESRESREXRBRETAME -
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17. CHAIRMAN, DIRECTORS’ AND SUPERVISORS’ 17.

EMOLUMENTS — Continued
Senior management’s emoluments

Of the five individuals with highest emoluments in the Group, none
(2017: none) was a director of the Company whose emolument are
included in the disclosures above. The emoluments of the
remaining five (2017: five) highest paid individuals were as follows:

IFE ESREEME - &

AEBRESSHFMALH BiE(ZZ
—tF B)ARRES HMEHIIN L
XEWEEERT - HBAR(ZF—1F
A RESHFMALHEMESIT

2018 2017
—E-N\F T —tF
RMB’000 RMB’000

ARBTR ARBTT

Salaries and other benefits in kind S‘t&ﬁ{‘@*%ﬁﬂ
Retirement benefits scheme contributions RN FET I

Their emoluments were within the following band:

544 665
35 33
579 698

BEZMEHNTFIATEEA

Number of employees

EEAH
2018 2017
—E-N\E T —F
Nil to RMB1,000,000 T &= AR% 1,000,000 7T 5 5

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO

133

DipAR P e S BR AR



Notes to the Consolidated Financial Statements

T A

= BRIt

For the year ended 31 December 2018

HE—

17.

18.
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T \Ft-A=t-ALEE

CHAIRMAN, DIRECTORS’ AND SUPERVISORS’
EMOLUMENTS — Continued

Senior management’s emoluments — Continued

No emolument have been paid by the Group to the directors and
supervisors of the Company or the five highest paid individuals as
an inducement to join or upon joining the Group, or as
compensation for loss of office during the two years ended 31
December 2018 and 2017.

No bonuses paid or receivable which are discretionary or based on
the Company’s, the group’s or any member of the group’s
performance for the financial year ended 31 December 2018.

LOSS PER SHARE

The calculation of the basic loss per share is based on the loss for
the year attributable to owners of the Company of approximately
RMB1,133,000 (2017: RMB7,175,000) divided by the weighted
average number of 500,000,000 shares (2017: 500,000,000
shares) in issue during the year.

No diluted loss per share have been presented for the two years
ended 31 December 2018 and 2017 as there was no diluted
potential ordinary share outstanding for both years.
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For the year ended 31 December 2018
BE-F—\F+-AZ+—HLLFE

19. PLANT AND EQUIPMENT 19. BMERXE
Computer
and office
equipment
BER
WAERE
RMB’000
AREFTT
COST FRA
At 1 January 2017 RZZ—+F—H—H 610
Additions NE 9
At 31 December 2017 and 2018 R-B-N\R-Z2—tHF+=-HA=+—H 619
ACCUMULATED DEPRECIATION RitiE
At 1 January 2017 RZE—+F—H—HR 519
Provided for the year FRNEE 36
At 31 December 2017 RZZE—+F+ZA=+—H 555
Provided for the year FREE 29
At 31 December 2018 R-ZZB—NFE+=A=+—H 584
CARRYING VALUES FRIEIE
At 31 December 2018 H-E—NFE+=-A=+—H 35
At 31 December 2017 R-E—+F+-_A=+—H 64
Note: MEE -
The above items of plant and equipment are depreciated on a straight-line basis over Fit R R RBEE TRMEE AE B F AR EE
the estimated useful lives less their residual values at the following rates per annum: BEWABRER T FRITE
Computer and office 20% Bl RHRER M 20%

equipment
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For the year ended 31 December 2018
HE_Z-\F+_A=+—HILFE

20. INVENTORIES 20. 78
2018 2017
—F-N\F T tF
RMB’000 RMB’000
AR¥T T ARBTFT
Raw materials R - 647
Finished goods RIEK SR 303 1,137
303 1,784
The cost of inventories recognised as an expense include RMBTEEE]ZRFENS - BRAH

approximately RMB Nil (2017: RMB647,000) in respect of write-
downs of inventory to net realisable value.

SRXTFERABREHNAREE(ZZE—+
£ 1 647,0007T) ©

21. TRADE AND BILLS RECEIVABLES 21. ERESERIRERREE
2018 2017
=E-N\F —t %
RMB’000 RMB’000
AR®BT T ARETFT
Trade receivables FEWE 5 IR 8,458 15,288
Less: Accumulated impairment losses o REHREEE (343) (343)
Trade receivables, net of impairment FEUE SFIE - MkRIRE 8,115 14,945
Bills receivable e - 5,933
8,115 20,878
The Group allows an average credit period of 90 days to its trade REFBLTHESFERPHNEEZEE A0
customers. =1
Further details on the Group’s credit policy are set out in Note 7. BEAREEBEZERENE —SHIBEH AW
7 e
Expected credit losses for trade receivables relating to accounts K HAA HR B oK S8 ok O A AR ok (e i
which are long overdue with significant amounts or known @J’EE’]EEE BENE S EWEREROTERE
insolvencies or non-response to collection activities, they are BEEE X IHREER  AEEFES
assessed individually for impairment allowance. The Group L= ﬂﬁ;ﬁ{uﬁﬁﬁﬂ w AR B B R E
determine the provision for expected credit losses by grouping ABE— - W EED S RTH 4882 &R
together trade receivables with similar credit risk characteristics and o MARERIfh EE RO Ae  EETEHI(E
collectively assessing them for likelihood of recovery, taking into BEEEE -
account prevailing economic conditions.
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For the year ended 31 December 2018
BE-F—\F+-AZ+—HLLFE

21. TRADE AND BILLS RECEIVABLES — Continued

The aged analysis of trade receivables presented based on the

21.

BHREZRARERRE — &

AT RRFEZAZINERE SRR (EH

invoice date, net of impairment losses recognised was as follows: bR B R AVREER) MBRER D AT ¢
2018 2017
—E-NE§ —tF
RMB’000 RMB’000
AR¥T T ARBTF T
0-90 days 0&Z90H 6,198 8,029
91-180 days 91 2180 H - 1,900
181-365 days 1812 365 H - 5,015
Over 365 days 365 B A £ 1,917 1
8,115 14,945
The movements in impairment losses of trade receivables were as JEWE ZEREFBEFENESHIOT -
follows:
2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
AR¥ET AREFT
At 1 January ®n—H—H 343 445
Recognise during the year FRHER = -
Reversal of previously impaired BT RERE - (103)
Exchange realignment JE R = 1
At 31 December Rt+t—A=+—H 343 343
ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO! 137

b IpAR e g

SR BRAE



Notes to the Consolidated Financial Statements

R e B RS R R P ot

For the year ended 31 December 201 8
HE-_Z— ) \E+-_A=+—HILEFE

21. TRADE AND BILLS RECEIVABLES — Continued

The aging analysis of trade receivables which were past due but

21. BREZRARERERE — &

2 ERBEN R E 5K 7H AR

not impaired are as follows: M
2018 2017
—E-N\F —ET—tF
RMB’000 RMB’000
AR¥T AREETIT
Within 90 days past due BHAO AR - 1,900
91 to 180 days past due #H 91 =180 H - 5,015
Over 180 days past due #HEA180 H A £ 1,917 1
1,917 6,916

22. PREPAYMENTS, DEPOSITS AND OTHER

22, EMNRNIEA RERAMEUIRRK

RECEIVABLES
2018 2017
—E-N\F —tF
RMB’000 RMB’000
AR®T AREEF T
Prepayments A FIA 27 173
Deposits e 68 21
Other receivables H IR AR 3R 652 641
Amount due from a related company (Note) FEW — X BE:E N w78 (M sE) = 400
747 1,235
Less: Accumulated impairment losses B BEDRERTE (639) (639)
108 596
Note: The amount is unsecured, interest-free and has no fixed term of repayment. f5E : REREER S BEETEENY -
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HE—
22,

23.

F-N\ET A=t -ALEE

PREPAYMENTS, DEPOSITS AND OTHER 22 EHRE REREMERER
RECEIVABLES — Continued — &
The movements in impairment losses of prepayments, deposits TERFRIE -~ 2e R EAEBER R RIES
and other receivables were as follows: Ba#EEHmT
2018 2017
—F-N\F T tF
RMB’000 RMB’000
AR¥T T ARBTFT
At 1 January A—H—H 639 639
Recognise during the year FRIER = -
At 31 December R+=ZHA=+—8” 639 639
The Group measures the loss allowance equal to 12-month ECL of REEGENEERESHNE MR
other receivables. For those balances expected to have significant #1218 ATEEE E &S - ;T RIBAEBE “9]
increase in credit risk since initial recognition, the Group apply IR EEHARRBEEMNNGKRE K5
lifetime ECL based on aging for classes with different credit risk & BB A )= P R B e e R R B e 48
characteristics and exposures. FERERRERNKRSTEHREEBS -
At 31 December 2018, included in the impairment loss are RZEBE—NF+ZA=+—08 " FEEISE
individually impaired prepayments, deposits and other receivables BREER AT AREE39,000T (=%
is the Group with an aggregate balance of approximately —+tF : AR¥B39,000T) 2EEREKE
RMB639,000 (2017: RMBB639,000) which are have been placed in Big N E PR BRI BN AR EEETRK
severe financial difficulties and the management assessed that the B ReRHEMERER  BREFNTE
recovery of the amounts as doubtful. The Group does not hold any EREARE AEEVERZZTESRET
collateral over these balances. BEAHERR
BANK BALANCES AND CASH 23. MITHEBRRES

Bank balances earns interest at floating rates based on daily bank
deposits rates. The bank balances are deposited with creditworthy
banks with no recent history of default.

At 31 December 2018, the bank balance and cash equivalents of
the Group denominated in RMB amounted to approximately
RMB10,558,000 (2017: RMB5,108,000). RMB is in not freely
convertible into other currencies, however, under Mainland China’s
Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other currencies
through authorised banks to conduct foreign exchange business.

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO

RITHEBRBEE BRTERNELNZEHH
KRMA B - RITEBRTFREEEBRITN
RIT - THDRAERE -

RZE—N\F+-A=+—H KEBE
ARBTENBITESK LA SEEDNA
A R #10,558,000T( = T — + F
RMB5,108,000) - ARSI BRI A
HEMER  BIREFBR [ [EE RG]
K [#0E - SR AFIMEBE RG] - &K
EEEEBBRBBRITUARE S BEM
EREITIS RINERIZETRS ©
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For the year ended 31 December 201 8
HE-_Z— ) \E+-_A=+—HILEFE

24. TRADE PAYABLES 24, BNEFERX

BERRNTHEEHNAQOAR -

The average credit period on purchases of goods is 90 days.

The aged analysis of trade payables presented based on the RERRLZEERAZINERNE SER

invoice date at the end of the reporting period was as follows:

MR DT IR T

2018 2017
—E-NEF —F—+tF
RMB’000 RMB’000
AR¥ET T AREFTT
0-90 days 0Z90H 8,100 8,212
91-180 days 912180 H - 823
181-365 days 181 %365 H - 4,626
Over 365 days i3 365 H 2,480 1,138
10,580 14,799

25. OTHER PAYABLES AND ACCRUALS 25, HinENBRRRESTER
2018 2017
—E-NF —FE—+F
RMB’000 RMB’000
AR®ET T AREFIT
Other payables E A ETERER 1,497 6,918
Accruals FERTE A 641 560
Provision for claim (Note 34) RIERME (M17E34) 86 86
2,224 7,564
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For the year ended 31 December 2018
BE-F—\F+-AZ+—HLLFE

26. CONTRACT LIABILITIES 26. EHEE
31 December 1 January
2018 2018
—E-N\F —E-N\EF
+=-A=+—H —H—H
RMB’000 RMB’000

ARBTR ARET R

Sales of controller systems for electronic HEBTREMNITHEZES

equipment and electronic component and METERNETLHR

subassembly component and subassembly — F4B {4 (Pt 3E)

for electronic appliances (Note) 1,372 207
Note: Upon the adoption of HKFRS 15, amounts previously included as “Receipts in M3E : MBI REERE15551% - Sald A 7B

advance” were reclassified to contract liabilities. WA eEEMIBASHNER -

When the Group receives a deposit before the goods this will give EREEEEYZAIREIESRK - ST
rise to contract liabilities at the start of a contract, until the revenue BHARBKEEENBE  EERAER
recognised. Bk -
For some sales orders, the Group may ask the customers to made AEERTEMRRAREEEBIBEANE®E
a deposit on acceptance of the order, with the remainder of the EREIERMES - —F— }\i H—H
consideration payable at the earlier of delivery of the finished goods WEKa Te HBREEIR - \FFRNER
and notice from the customer to cancel the order. If the customer B REARTWRAN SRS ER R —
cancels the order, then the group is immediately entitled to receive FRBA o

payment for work done to date.
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HE-_Z— ) \E+-_A=+—HILEFE

27. AMOUNT DUE TO A DIRECTOR/FORMER 27. BEN—REE HEENE
DIRECTOR
2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR%ET R ARBFIT
Amount due to a director B —REEHIE
Mr. He Keng AT 5T A - 539
Amount due to a former director B — B EERIE
Mr. Zhu Guo An EEZ A - 1,775
The amounts are unsecured, non-interest bearing and have no ZABAEET - 2B RERETFEERE -
fixed term of repayment.
28. AMOUNT DUE TO A MAJOR SHAREHOLDER 28. EF—BFERRE
2018 2017
—ZE-N\F —E—+tF
RMB’000 RMB’000
AR¥T T ARBFIT
Due to a major shareholder N —ZEBRERIE
Zhejiang RuiYuan Intelligent W iR A ‘@Et&%ﬁ /\
Robot Co., Ltd. R B A 7,843 275
The amount is unsecured, non-interest bearing and has no fixed ZEFIERAEER  REREETEERD
term of repayment.
29. DIVIDENDS PAYABLES 20. ERRE

The dividends payables represent the final dividend declared for
Promoter Shares in 2004 and shareholders of the Company in
2005 which amounting to RMB940,000 and RMB3,500,000
respectively.

142 ANNUAL REPORT 2018
- \FFEH

ERBREER - SETNFRERBARNDE
KRB MR —ZEZERFMAR AR
REIRMAERE + 9515 A R 940,000
7T & A R 3,500,000 7T °



Notes to the Con\solidated Financial Statements
T E BT ERAR MY EE

For the year ended 31 December 2018

BE

—E-N\E+-A=t+—HIEE

30. OTHER BORROWINGS 30. Hitfg&
2018 2017
—F-N\F T tF
Note RMB’000 RMB’000
izt ARBT T AREFT
Zhu Ji Ke Ying Metal Materials Limited* HERRBEBMEBRAFR () - 1,520
Note: P EE
(i) The amount is unsecured, interest-free and has no fixed term of repayment. ) EIE AR o REETBHE - ¥R
The loan was settled during the year ended 31 December 2018. BE—E— \E+-A=+—HBIEEEE -
* For identification purpose only * ERET
LOAN FROM A MAJOR SHAREHOLDER 31. RE—BXTERRZER

31.

As at 31 December 2018, the loan from Zhejiang RuiYuan Intelligent
Robot Co., Ltd. is unsecured, interest free and not repayable within
three years from the date of grant of the loan. As the major
shareholder has confirmed that it would not demand for loan
repayment from the Company for at least 12 months from the
financial statements approval date, the loan from the major
shareholder is classified as non-current liabilities.

On the date of grant, the Group credited an amount of
approximately RMB9,483,000 to other reserve which represented
the difference between the fair value of the loan from a major
shareholder and the amount received.

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO

RZZE—NF+ZA=+—8 @Bk
BREEREARNDBRARRHNERA
EIEF - R BWHANE L BERBE R
“HEREE - ARETERRECER A5
BRI EBPREFZL12EAR  ER
CERAQNREEER  BRAZETER
EMERDERERSDAE -

PRI H B - NEEB AR 9,483,000

TRt AR R (ERE - BT BRRZE
REUEGRIRR) Z5R) ©
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For the year ended 31 December 2018
BE-T—/\F+-A=+—HLFE

32. SHARE CAPITAL 32. B
Number of
shares Amount
BRAEE &5
000 RMB’000
T ARBFIT
Authorised, issued and fully paid: VAT BETRAR ¢
At 1 January 2017, 31 December 2017 R=-Z—t&—H8—H -

and 31 December 2018 —E—+tHE+ZHA=+—-HE
—E2-N\FE+=A=+—H 500,000 50,000
Domestic shares (Note a) WE R (H5ta) 370,000 37,000
H shares (Note b) H % (Fd5EDb) 130,000 13,000
500,000 50,000

Notes:

(a) Pursuant to an approval dated 4 June 20083 issued by the China Securities
Regulatory Commission, all the shares of the Company, which were issued and
fully paid, being 37,000,000 ordinary shares with a par value of RMB1.00 each,
were sub-divided into 370,000,000 ordinary shares with a par value of
RMBO0.10 each.

(b) On 14 November 20083, the Company commenced the trading of the newly
issued 130,000,000 H shares of RMB0.10 each on the GEM of the Stock
Exchange, including 117,000,000 H shares to institutional investors by way of
placement and 13,000,000 H shares for subscription by members of the public
in Hong Kong under the Public Offer at the Offer Price of HKD0.50 (equivalent
to approximately RMB69,550,000). Following the issue, the share capital and
capital reserve of the Company increased by approximately HKD12,150,000
(equivalent to approximately RMB13,000,000) and HKD52,850,000 (equivalent
to approximately RMB56,550,000) respectively.
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BE_Z—)\F+-_A=1T—HLHFE
33. DEFERRED TAXATION

34.

At the end of the reporting period, the Group had unused tax
losses of approximately RMB18,608,000 (2017: RMB13,275,000)
available to offset against future profits. No deferred tax asset has
been recognised due to the unpredictability of future profit streams.
Pursuant to the relevant laws and regulations in the PRC, the
unused tax losses incurred by the Company and PRC subsidiaries
can be carried forward for a period of five years. Other tax losses
may be carried forward indefinitely.

CONTINGENT LIABILITIES

(i

(ii)

LBTC 3663/2016 (the “Labour Tribunal
Proceedings”)

On or around 7 November 2016, a former employee (the
“Former Employee”) was terminated by the Company on or
around 5 October 2016 (the “Termination Date”), commenced
proceedings in the Labour Tribunal against the Company and
its former subsidiary, Hong Kong Wan Li Enterprise Co. Ltd.
(“HK Wan Li") (together, the “Respondents”), claiming a total
amount of approximately of HK$2,600,000 (equivalent to
approximately RMB2,340,000) on a number of grounds,
including (i) dismissal by reason of redundancy, (i) failure to
grant statutory holidays, (i) failure to grant annual leave, (iv)
failure to pay long service payment, (v) failure to make
payment for overtime work, (vi) failure to pay end of year
payment, (vi) failure to pay bonus. Pursuant to the Order of
the Labour Tribunal dated 5 May 2017, the Labour Tribunal
Proceedings are presently stayed indefinitely with costs
reserved.

As of the date hereof, the Company is not aware of any
further development to the Labour Tribunal Proceedings
since 5 May 2017.

Mandatory Provident Fund Schemes Authority
Case No. C17080247 (the “MPF Case”)

The Former Employee filed a complaint with the Mandatory
Provident Fund Schemes Authority (“MPFSA”) alleging that
the Company (i) did not arrange for him to be a member of a
registered Mandatory Provident Fund (“MPF”) scheme, and (ii)
did not make MPF contributions for him. After investigation,
the MPFSA issued a letter dated 28 December 2017
requesting HK Wan Li to make a payment for the unpaid MPF
contribution and surcharges in the total amount of
approximately of HK$3,000, which was paid in early January
2018.

As of the date hereof, the Company is not aware of whether
the MPFSA intends to, or will, take further steps against the
Company and/or HK Wan Li in the MPF case.

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO

33. EEHIEA

RBER NEEEFREAREBEY
AR#18,608,000 L (—Z—+H4F : AR
13,275,0007T) » Al AR KEE AR 2 A o
B 7R R 58 I SR 69 7 1) FEURIME - ROt 3 4
BREMECHREBEE - BREPRHEEE
BRER - ARE N BB AR E A
FEBRIBEEAERLTHNES - Hih
FRIEE B ] PR Hp At e -

HAREE

34.

i)

(ii)

LBTC 3663/2016 ([ 85 & & & &
D)

RZE—R"F+—AEB=FE - —
ERNBN_ZE—NFE+AEB
BBH ) skaT& R ERATRE B ([ AR
BREBLEEREHANRRE
AMBARBEESBERLCERARAA
([BBER)) (B IwE5)EAZE
2R REHLSE42,600,000%8
7T) (FHE R4 AR 2,340,000 7T)
BAREEFE)RMEHE (VTR
B HRR ¢ (i) NI (V) R B

NRERSES : VEBXZANMEE
WVi)R B A ELENSE - R ViR B X
[TEAT - RS EEREARA-T
—+tFRATBNES  BEEHRE
FAREEREEE  WREKA

BEAREAS  KAATLTHES
BIEME—TER -

BHEANBLFEETERSE
C17080247 =M ([BEEE )

AR EmsaFI AT EIEER ([T
&) IRBHR - IBIEARR )R A
HEegk Adfas e ([BE
S DEEIKE  R()RAEEL A
BeHR - NEE%  BeRR %
—+F+-_A -+ NHELXHF B
SKEBBRIA T oaiE e HR M
NE A 3,000 TIEH A - H
BERZZE—NF— AP -

BEARREHE - NRARLTMEE
TRELH  IBNBESRPHAR
REAR/HEREESRIE — FE
i
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BE-T—/\F+-A=+—HLFE

34. CONTINGENT LIABILITIES — Continued

(iii)

(iv)

KTS17027/2017 — Summons Hearing against the
Company in relation to Section 40(1) of the
Employees’ Compensation Ordinance

The Company was prosecuted by the Labour Department
under a Summons dated 13 September 2017 for employing
one employee on 4 October 2016 without there being in force
in relation to such employee a policy of insurance issued by
an insurer for an amount not less than the applicable amount
under the Employee Compensation Ordinance (“ECO”) in
respect of the liability of the employer. The Company pleaded
guilty and was convicted at a hearing in the Kwun Tong
Magistrates’ Courts on 12 October 2017 for contravening
section 40(1) and 40(2) of the ECO and was ordered to pay a
fine in the amount of HK$2,500, which has been paid by the
Company.

By a demand notice dated 16 April 2018, the Employees
Compensation Assistance Fund Board (the “ECAF Board”)
also requested the Company to pay a surcharge of
approximately HK$200 (the “Surcharge”) in respect of the
above conviction under Section 36A of the Employees
compensation Assistance Ordinance. The surcharge has
been paid by the Company.

KTS31/2018 — Summons Hearing against the
Company in relation to Sections 11F(3), 63(1) and
63(7) of the Employment Ordinance

During 2017, the Labour Department made enquiries and
requested information from the Company in relation to a
complaint made by the Former Employee in relation to
payment of end of year payment in respect of the period
between 1 January 2016 to 5 October 2016.

Subsequently, the Company was prosecuted by the Labour
Department under a Summons dated 3 January 2018 for
wilfully and without reasonable excuse failing to pay the
Former Employee within seven days from the Termination
Date the proportion of the end of year payment in respect of
the period between 1 January 2016 and 5 October 2016.
The Company pleaded guilty and was convicted on 1
February 2018 for contravening Sections 11F(3), 63(1) and
63(7) of the Employment Ordinance and was ordered to pay
a fine in the amount of HK$6,000, which has been paid by
the Company.
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34.

35.

T \Ft-A=t-ALEE
CONTINGENT LIABILITIES — Continued

Taking into account the possible outcome and their obligations for
the above cases, the Group has made a provision for claim of
approximately RMB86,000 (equivalent to approximately
HK$96,000) for the year ended 31 December 2016 and no further
provision was made thereafter.

Since the above cases are still in progress, the Directors would
continue to exercise their due care in monitoring the progress of
the cases and would assess the adequacy of provision of claim and
the financial impact to the Group as and when appropriate. The
Directors believe that the amount of approximately RMB86,000 as
at 31 December 2018 represents the best estimate of the Group’s
liability having taken legal advice.

Save as disclosed above, the Group had no material contingent
liabilities.

OPERATING LEASES COMMITMENT
The Group as lessee

Operating lease payments represent rentals payable by the Group
for certain of its office premises. Leases are negotiated for a term
ranging from one to three years. None of the leases included
contingent rentals and terms of renewal were established in the
leases.
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HE-_Z— ) \E+-_A=+—HILEFE

35. OPERATING LEASES COMMITMENT — 35. XEHWRE — &

Continued

The Group as lessee

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating

REBEREBEA

RBERR - AEERBERIAT B HZIH
MR LA THAOM B RFEEEFA

leases which fall due as follows: Ve AE -
2018 2017
—E-N\F —E—+tF
RMB’000 RMB’000
AR¥T T ARBTFT
Within one year —F R 34 6
In the second to fifth year inclusive F_ERERT (BIEEREMT) = -
34 6

36. CAPITAL COMMITMENT 36. EAXREE
2018 2017
—E-NE§ —+F
RMB’000 RMB’000
AR®T T ARETT
Capital contribution to subsidiaries A B ARBETERITE 5,275 6,000
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38.

T \Ft-A=t-ALEE
37. NOTES TO THE CONSOLIDATED STATEMENT OF  37.

CASH FLOWS

Changes in liabilities arising from financing activities

The following table shows the Group’s changes in liabilities arising
from financing activities during the year:

1 January 2017 “E-tE-f-H
Changes in cash flows Rened
Non-cash changes #fﬁ‘i\mzx@]
Foreign exchange HNEER
translations
31 December 2017 and RZE—tF
1 January 2018 TZA=t-Bk
“T-\E-A-H
Changes in cash flows RERE(N
Non-cash chianges RS EE
Foreign exchange translations ~~ EE
At31 December 2018 RZE-N\F
+ZA=1-H

Amount Amount Amount
Amount due to due to due to Loan from  Total liabilities
Other due to aformer amajor aformer amajor from financing
borrowings adirector director  shareholder  shareholder  shareholder activities
BR-% BR-% BR-% RE-%

BR-% AiftES IERR AERR IERR HEEE
2R EEE Y #E #E #E ZER BfEAH
RVB'000 RMB'000 RVB'000 RMB'000 RMB'000 RMB'000 RVB'000

ARBTR  ARETT  ARBTR  ARETR  ARETR  ARETR  ARETX
6,220 - 11,206 2,000 31,191 - 50617
(4,700) 51 (9.622) 6,275 (31,191) 46,000 7213

- - - (8,000 - (7,636) (15,536)
- 28 191 - - - 219
1,520 539 1775 275 - 38,464 42573
(1,520) (86) - 7,568 - - 5,962
- (453) (1,769 - - 3,077 855
- - (6 - - - (6
- - - 7843 - 41541 49,384
38. BEALTRS

RELATED PARTY TRANSACTIONS

(@)

The balances with related parties at the end of reporting
period are disclosed elsewhere in the consolidated financial

statements.

The key management personnel of the Group comprises all
Directors and Supervisors, details of their emoluments are
disclosed in Note 17. The remuneration of the Directors is
determined by the remuneration committee having regard to
the performance of individuals and market.

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO
TR SR BRAE

(@) PMIREHIREREA THBERTER

RAMBRERNEMEI B -

b) AEEIZERAEREMAEEER
EE HMEeHBRENMET7 -
ERFMbFHEZEesEAREAR
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HE_Z-\F+_A=+—HILFE

39. STATEMENT OF FINANCIAL POSITION OF THE 39. A FMEBARR T

COMPANY
2018 2017
—ZE-N\EF —E—+F
Notes RMB’000 RMB’000
Bt AR¥T R ARBTT
Non-current assets kREEE
Investments in subsidiaries KB A RIHIZE (@) 725 -
725 -
Current assets REEE
Amounts due from subsidiaries FEU I B~ R FRIB - 2,423
Prepayments, deposits and other BARE - 'E R
receivables Hoh U ERIR 11 569
Bank balances and cash IRITESREIRE 10,043 5,016
10,054 8,008
Current liabilities pEIN=NE
Other payables and accruals HAit e AR R ERT B A 747 701
Amounts due to subsidiaries JE < Bt B A B k8 884 243
Amount due to a major shareholder BN — & X EIRE 1B 7,843 151
Dividends payable JE A% B 4,440 4,440
Other borrowings HEE - 1,620
13,914 7,055
Net current (liabilities)/assets RE (BB BEFE (3,860) 9583
Non-current liabilities kRBERE
Loan from a major shareholder RKE—RBEEREZER 41,541 38,464
Net liabilities FEE (44,676) (37,511)
Capital and reserves BEARR#E
Share capital R& AR 50,000 50,000
Reserves (] (b) (94,676) (87,511)
Capital deficiency B M (44,676) (37,511)
The Company’s statement of financial position was approved and KRR BERARNIEEESR _Z
authorised for issue by the board of directors on 25 March 2019 —NWFZAZ+tHRBEHERTENZE I
and are signed on its behalf by: B TESRERES
He Keng Wu shanhong
{768 RMAT
Director Director
BE 2
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BE-F-/\Ft-B=t-ALFE

39. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY — Continued

39. AQRMMBMRAK — &

Notes gz
(a) Investments in subsidiaries (@ R B A RRIEE
2018 2017
—E-N\F —ET—tF
RMB’000 RMB’000
ARBT R ARETFT
Unlisted investments, at cost FEETIRE R 3,906 3,181
Less: Accumulated impairment B BETRE (3,181) (3,181)
725 -
(o) Reserves (b) s
Statutory
Capital Other surplus Accumulated
reserve reserve reserve losses Total
ERfGE HinfE ZERHLAES REER M@zt
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
AR®FT AREFT ARBFT ARETT AREFT
At 1 January 2017 R-Z—+F—H—H 40,449 241,510 23,701 (399,013 (93,353)
Loss and total comprehensive FREBEEREZERALE
income for the year - - - (11,641) (11,641)
Avising from loan from a major RE—EBETERFZER
shareholder - 9,483 - - 9,483
Waiver of amount due to a major REEN—REBRRZFE
shareholder - 8,000 - - 8,000
At 31 December 2017 and R-E—+E+-A=1+—8
1 January 2018 E-ZE+N\F—A—R 40,449 258,993 23,701 (410,654) 87,511)
Loss and total comprehensive income £ X548 [ 2 I I A\ 4658
for the year - - - (7,165) (7,165)
At 31 December 2018 W-Z—\F+-A=1—H 40,449 258,993 23,701 (417,819) (94,676)
ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO! 151
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40. PRINCIPAL SUBSIDIARIES 40. FEHBEAT
Particulars of the Company’s principal subsidiaries as at 31 RZE-NFRZE—+tF+ZA=+—
December 2018 and 2017 are as follows: B AAREEMBARGFEMOT :
Place of
incorporation/
registration Attributable equity
Class of and operation/  Paid up/ interest held
Name of subsidiary shares held establishment  issued share capital by the Company Principal activities
ERRL/
iMREE/ 2R/
MELARER FeReEN Rt BRITRA KAREERE IEEH
2018 2017
“E-N\E C“ITtf
Shenzhen Shi WanHao Wu Contributed capital  PRC RMBS, 180,000 100% 100% Trading the electronic component and
Lian Technology Limited original equipment manufacturing
electronic subassembly
MITESVEHRERAT  BERA i AR3,180,0007C 100% 100% BEEFLHRREREREE
s
Hangzhou Jingin Trading Contributed capital  PRC* RMB555,000 100% 100%  Trading the industrial electronic intelligent
Co. Ltd. control equipment and electronic
automation digital control system
RMENERARAA BARA hE* AR 55,0007 100% 100% EEIXSTERENRER
ETEBHTEHZR
Hangzhou Qinyu Electronic Contributed capital  PRC* RMB170,000 100% 100%  Trading the industrial electronic intelligent
Technology Co. Ltd. control equipment and electronic
automation digital control system
RALEETREERLE  BERA hE* ARE170,0007C 100% 100% EEIXSTERENRER
ETEBRATHLZS
# Up to the reporting date, the Company only paid RMB725,000 for the ¢ BEEREAM ARFACHEMBRABARY
registered share capital and the Company therefore has an outstanding 725,000 7T + AN R E 0 R A 2R 36 PRSI 2
investment commitment of approximately RMB5,275,000 (2017: RMBARAMREERERENARE
RMB6,000,000) in the subsidiaries as set out in Note 36. 5,275,000 (=% — % : AR #6,000,000
JT) °
None of the subsidiaries had any debt securities outstanding as at RERKFRIMER BEHRBATAE
the end of the year or at any time during the year. ERHAREENEEES
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HE—

F-N\ET A=t -ALEE

41. DISPOSAL/DEREGISTRATION OF A SUBSIDIARY

() Gain on disposal of a subsidiary

On 29 June 2018, the Company entered into a sale and
purchase agreement to dispose of its 100% equity interest in
its subsidiary, Hong Kong Wan Li Enterprise Company
Limited (“Hong Kong Wan Li") (B &SR £ER A ) to an
independent third party at a consideration of HK$1. The
principal activity of Hong Kong Wan Li is trading the electronic
component and electronic subassembly. The disposal was

41.

—ENEARHE BEEL

i)

HE— BB A kS

R-ZE—)N\FXA-+hIB £KA7
I EEWE  BEMBAREAS
S EARQEM 25 (100%) I #
ABTHELETFTBLE=H &
BEENEEEREEBEE T LHK
BFEMG - WERERZZ—/\FAI
AZ4/"A%K - BEEE RN Ll

completed on 26 September 2018. The net liabilities of Hong ST BEREFRENT ¢
Kong Wan Li as at the date of completion of the above
transaction were as follows:
RMB’000
AREEF T
Net liabilities disposed of HEFEM -
Inventories FEE /
Amount due to a former director FERIEEBRRIA (1,769)
Amount due to a director FESESERIFRIA (454)
(2,216)
Release of exchange reserve FERRIINE 155 (71)
Cash consideration received R AR EE 1
Gain on disposal of a subsidiary & — R B A R AW Es 2,286
Net cash inflow arising on disposal HEREAMNRSRAFE 1
The subsidiary disposed during the year ended 31 December HEZT - \F+ZA=+—HFL

2018 had no significant impact on the turnover and results of
the Group.

ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO
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For the year ended 31 December 201 8
HE-_Z— ) \E+-_A=+—HILEFE

41. DISPOSAL/DEREGISTRATION OF A SUBSIDIARY 41. —EMiBARHE ##EERT —
— Continued &
(i) Loss on deregistration of a subsidiary (i) —FEMNREARBEECHESE
During the financial year ended 31 December 2017, the REZE_ZT—tF+-_A=+—H1It
Group deregistered Yuyao City Wanhao Technology Industrial MIRFE  AEEREEE —EEF
Company Limited, a wholly-owned subsidiary in the PRC B ERIER LB AT RYEM
which was inactive. ERMREXARRAA]
RMB’000
AREF T
Trade receivables FEWE 5 5k18 34
Net assets of deregistered subsidiary B S ENHNBARNEEFE 34
Loss on deregistration of a subsidiary —[EM B AR REE R EE 34
The subsidiary deregistered during the year ended 31 REZE-T—+tF+-_A=+—HLFE
December 2017 had no significant impact on the turnover BT MB AR ASRENEEBRE
and results of the Group. BIWEERNTE -
42. EVENT AFTER THE REPORTING PERIOD 42, MEHREIE

There are no significant events after the reporting period.
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BE-F—\F+-AZ+—HLLFE

RESULTS E
For the year ended 31 December
HEt-A=t-HLEE
2018 2017 2016 2015 2014
“Z-N\g T+t TR ZE-nfF CZT@mf
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
ARETRE ARETT ARETT ARETE ARETR
Revenue Wz 61,706 44,529 14,337 56,427 43,787
Cost of sales HEMAK (57,716) (43,905) (12,648) (54,477) (41,144)
Gross profit EAE 3,990 624 1,689 1,950 2,643
Other income Hitn A 77 14 5 512 830
Reversal of trade payables REETE SRR - - - 850 -
Waiver of other payables and accruals A% E i BN BR 2N - [EHE A
and receipt in advances RIENFE - - - 5,938 158
Selling and distribution expenses HERDHER (32) - - - )
Other gain and losses gl eyl 3=t = (656) (449) - -
Administrative expenses THER (4,350) (5,217) 6,218) (5,353) (10,370)
Finance costs BAKAK (3,077) (1,948) - - (750)
Gain on disposal of investment HEREMERER
properties and prepaid HEMTME
lease payments - - 2,343 - -
Gain/(loss) on disposal/deregistration R,/ LENB LR
of subsidiaries (B18) Y 2,286 (34) - 627 (125)
(Loss)/profit before taxation KRR (B18) % H (1,106) (7,117) (2,626) 4,524 (7,623)
Income tax (expense)/credit Frie i (F)HE (27) (58) 2 - (21)
(Loss)/profit for the year ER(ER)EHM (1,133) (7,175) (2,624) 4,524 (7,644)
Attributable to: JE1S :
Owners of the Company AREEEA (1,133) (7,175) (2,624) 4,524 (7,147)
Non-controlling interests IR g - - - - (497)
(Loss)/profit for the year ER(ER)EHM (1,133) (7,175) (2,624) 4,524 (7,644)
ZHEJIANG RUIYUAN INTELLIGENT CONTROL TECHNOLOGY CO! 155
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For the year ended 31 December 2018
HE-_Z— ) \E+-_A=+—HILEFE

ASSETS, LIABILITIES AND EQUITY EE SBENRER

At 31 December

RT=A=+-H
2018 2017 2016 2015 2014
—E-N\F T+ ZTRE Z-RF =T—QNF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT AREFT AR%®TT ARETR

Total assets LEBE 26,161 28,968 15,388 16,079 18,696
Total liabilities BERE (68,001) (69,629) (66,466) (64,457) (70,944)
(41,840) (40,655) (51,078) (48,378) (52,248)

Equity attributable to owners AREEEA
of the Company bR (41,840 (40,655) (51,078) (48,378) (52,881)
Non-controlling interests SRS AERS o - . _ 633
(41,840) (40,655) (51,078) (48,378) (52,248)
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